CITY AND COUNTY OF SAN FRANCISCO
BOARD OF SUPERVISORS
BUDGET AND LEGISLATIVE ANALYST
1390 Market Street, Suite 1150, San Francisco, CA 94102 (415) 552-9292
FAX (415) 252-0461

February 16, 2012
TO:

Budget and Finance Committee

FROM:

Budget and Legislative Analyst

SUBJECT:

February 22, 2012 Budget and Finance Committee Meeting

TABLE OF CONTENTS
Item

File

1

12-0076

Airport Concession Lease – Paradies – SFO, LLC................................1 – 1

4&5

12-0127

Approving the 34th America’s Cup Project and Related
Transactions
Resolution of Intention to Form Waterfront Infrastructure
Financing District............................................................................ 4 & 5 - 1

12-0128

Page

BUDGET AND FINANCE COMMITTEE MEETING

Item 1
File 12-0076

FEBRUARY 22, 2012

Department:
San Francisco International Airport (Airport)

EXECUTIVE SUMMARY
Legislative Objective
•

Resolution approving a new seven-year lease between the Airport and Paradies-SFO, LLC (Paradies) for 1,062
square feet of retail newsstand space in Space F.2.050 located in Terminal 3, Boarding Area F, for seven years
from approximately October 1, 2012 through September 30, 2019.
Key Points

•

Pacific Gateway Concessions, LLC currently operates a 1,050 square foot newsstand in Space F.2.055, located in
Terminal 3, Boarding Area F, which expires on February 28, 2012. Under the current lease, Pacific Gateway
Concessions pays the greater of (a) the Minimum Annual Guarantee (MAG) of $577,700 per year, or (b)
percentage rent.
• According to Mr. John Reeb, Airport Senior Property Manager, due to construction in Terminal 1, Boarding Area
B, the Airport needed to relocate another lessee, Klein’s Deli, to Space F.2.055, currently occupied as a newsstand
by Pacific Gateway Concessions in Terminal 3, Boarding Area F.
• The Body Shop currently operates a 1,062 square foot specialty retail store in Space F.2.050, located in Terminal 3
Boarding Area F, which as shown in the Attachment, is directly opposite the current Pacific Gateway Concessions
newsstand space in Terminal 3, Boarding Area F. The Body Shop lease with the Airport has continued on a
month-to-month basis since The Body Shop lease expired on April 6, 2011.
• The Airport, through a Request For Proposals (RFP) process, has selected Paradies as the highest ranking,
responsive, and responsible proposer to provide new newsstand services in Terminal 3, Boarding Area F in Space
F.2.050, the location currently occupied by The Body Shop.
Fiscal Impacts
•

•

Under the proposed new seven-year lease between the Airport and Paradies, the rent would be the higher of (a) the
MAG of $401,000 per year, or (b) percentage rent calculated as (a) 12 percent of gross revenues up to and
including $500,000, plus (b) 14 percent of gross revenues above $500,000 up to and including $1,000,000, plus (c)
16 percent of gross revenues over $1,000,000.
According to Mr. Reeb, Paradies’ projected annual gross revenues in FY 2012-2013 from the proposed 1,062
square feet of leased space, known as Space F.2.050, located in Terminal 3, Boarding Area F, will be
approximately $2,254,987 per year such that Paradies would pay the Airport the MAG of $401,000 per year in rent.
Conservatively, estimating no change in Paradies’ gross revenues, Paradies would pay the Airport approximately
$2,807,000 ($401,000 times seven years) over the seven-year term of the proposed lease.
Policy Consideration

•

The revenues generated from both the previous and proposed leases are considered in the Airport’s residual rate
setting methodology (breakeven policy), which sets the schedule of all rental rates, landing fees, and related fees to
a level which ensures that Airport revenues received from the airlines, plus the non-airline concession and other
revenues received by the Airport, are equal to the Airport’s total annual costs, including debt service and operating
expenditures.
Recommendation

•

Approve the proposed resolution.
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MANDATE STATEMENT / BACKGROUND
Mandate Statement
In accordance with City Charter Section 9.118(c), leases exceeding ten years and/or having
anticipated revenue of $1,000,000 or greater is subject to the Board of Supervisors approval.
Background
Current Terminal 3, Boarding Area F Newsstand Lease in Space F.2.055
Pacific Gateway Concessions, LLC currently operates a 1,050 square foot newsstand in Space
F.2.055, located in Terminal 3, Boarding Area F, shown in the Attachment, under an initial fiveyear lease with one two-year option to extend, for a total seven-year lease. The existing sevenyear lease between the Airport and Pacific Gateway Concessions, LLC commenced on March 1,
2005 and expires on February 28, 2012. Under the existing lease, Pacific Gateway Concessions,
LLC pays the greater of (a) a MAG of $577,700 per year, or (b) percentage rent of
•

12 percent of gross revenues up to and including $500,000, plus

•

14 percent of gross revenues above $500,000 up to and including $1,000,000, plus

•

16 percent of gross revenues over $1,000,000.

Based on Pacific Gateway Concessions FY 2010-11 gross revenues of $2,254,987, Pacific
Gateway Concessions paid the Airport the MAG of $577,700 in rent in FY 2010-11.
Klein’s Deli Moving to Space F.2.055
According to Mr. John Reeb, Airport Senior Property Manager, due to construction in Terminal
1, Boarding Area B 1, the Airport needed to relocate another lessee, Klein’s Deli, to a new
location. 2 Mr. Reeb advises that the Airport determined that Space F.2.055, currently occupied as
a newsstand by Pacific Gateway Concessions in Terminal 3, Boarding Area F, was the best
replacement location for one of the Klein’s Deli due to the size of the space and the imminent
expiration of the current lease. Although the existing Pacific Gateway Concessions lease expires
on February 28, 2012, according to Mr. Reeb, Pacific Gateway Concessions will continue to
occupy Space F.2.055 on a month-to-month basis until Klein’s Deli is ready to take possession
of the space, which is estimated to be late March or early April of 2012.
New Location for a Terminal 3, Boarding Area F Newsstand in Space F.2.050
The Body Shop currently operates a 1,062 square foot specialty retail store in the subject Space
F.2.050, which, as shown in the Attachment, is directly opposite the current Pacific Gateway
Concessions newsstand Space F.2.055 discussed above in Terminal 3, Boarding Area F. As
1

The construction in Terminal 1, Boarding Area B includes the merger of Continental and United Airlines and
future seismic upgrades to Boarding Area B. The construction will continue for the next two to three years.
2
As previously approved by the Board of Supervisors (File 11-0542), the Klein’s Deli lease was amended to allow
the two previous Klein’s Deli locations to be relocated from Terminal 1, Boarding Area B and Terminal 3, Boarding
Area E, such that one Klein’s Deli will move to Space F.2.055 in Terminal 3, Boarding Area F and one Klein’s Deli
will move to a new Terminal 3, Boarding Area E location to be determined at a later date.
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noted above that newsstand space will be replaced by Klein’s Deli. The Body Shop lease with
the Airport has continued on a month-to-month basis since The Body Shop lease expired on
April 6, 2011. Under the terms of the previous lease, The Body Shop paid the greater of (a) the
MAG of $275,000 per year, or (b) percentage rent of
•

12 percent of gross revenues up to and including $500,000, plus

•

14 percent of gross revenues above $500,000 up to and including $1,000,000, plus

•

16 percent of gross revenues over $1,000,000.

Under the terms of the current month-to-month lease, The Body Shop pays the Airport the
above-noted percentage rents. For the six-month period from July 1, 2011 through December 31,
2011, The Body Shop paid the Airport a total of $535,871 in rents or an average of $89,312 per
month, an annualized total of approximately $1,071,742. The Body Shop lease will continue on
a month-to-month holdover basis in space F.2.050 until approximately June 30, 2012. The
proposed lessee, Paradies, will occupy space F.2.050 to provide a retail newsstand to replace the
newsstand previously located in space F.2.055 in Terminal 3, Boarding Area F. According to Mr.
Reeb, newsstands help to draw Airport customers to other boarding area retail shops to stimulate
shopping. In relocating Klein’s Deli to Space F.2.055, the Airport no longer had a newsstand in
Boarding Area F in Terminal 3.
Request For Proposals (RFP) for the New Terminal 3, Boarding Area F Newsstand Lease
On June 29, 2011, the Airport, through a Request For Proposals (RFP) process, received seven
proposals for a new, proposed Terminal 3, Boarding Area F newsstand lease in space F.2.050
from (a) Hudson Group (HG) Retail, LLC, (b) LS Travel Retail North America, (c) Pacific
Gateway Concessions, LLC, (d) Paradies-SFO, LLC, (e) Skyline Concessions, Inc., (f) Stellar
Partners, Inc., and (g) Avila Retail, LLC. The Airport selected Paradies-SFO, LLC (Paradies) as
the highest ranking, responsive, and responsible proposer to provide a retail newsstand and sell
related products in Space F.2.050 based on a comprehensive score consisting of the (a) Proposed
Concept and Site Visit, (b) Design and Capital Investment, (c) Business Plan, (d) Customer
Service and Quality Control, and (e) MAG. According to Mr. Reeb, while Paradies had the third
highest MAG, Paradies’ overall proposal was rated superior based on a three person panel of
reviewers.
DETAILS OF PROPOSED LEGISLATION
The proposed resolution would approve a new lease between the Airport and Paradies for 1,062
square feet of retail, newsstand space in Space F.2.050, located in Terminal 3, Boarding Area F,
for seven years from approximately October 1, 2012 through September 30, 2019.
FISCAL IMPACTS
Under the proposed new lease between the Airport and Paradies for the 1,062 square feet of
retail, newsstand space, the rent payable by Paradies to the Airport would be the higher of (a) the
Minimum Annual Guarantee (MAG) of $401,000 per year, or (b) percentage rent, which was set
by the Airport, at
•

12 percent of gross revenues up to and including $500,000, plus
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•

14 percent of gross revenues above $500,000 up to and including $1,000,000, plus

•

16 percent of gross revenues over $1,000,000.

The proposed lease also requires (a) a one-time Minimum Investment by Paradies of $350 per
square foot, or a total of $371,700 for the 1,062 square feet of retail space, for Paradies to
refurbish and construct a new retail newsstand store in Space F.2.050, and (b) a Promotional
Charge of $1 per square foot, or $1,062 per year paid by Paradies to the Airport to reimburse the
Airport for marketing and advertising costs. Under the proposed lease, Paradies would be
responsible for the cost of utilities, janitorial, and any other operating expenses.
According to Mr. Reeb, Paradies’ projected annual gross revenues in FY 2012-2013 from the
proposed 1,062 square feet of new leased space, known as Space F.2.050, will be similar to the
current 1,050 square feet of newsstand space that is currently leased by Pacific Gateway
Concessions, in Space F.2.055, in Terminal 3, Boarding Area F or approximately $2,254,987 per
year. Based on the proposed lease terms, and assuming the projected annual gross revenues of
approximately $2,254,987, Paradies would pay the Airport the MAG of $401,000 per year in
rent. Based on the payment of the MAG to the Airport, Paradies would pay the Airport
approximately $2,807,000 consisting of seven annual MAG payments of $401,000 over the
seven-year term of the proposed lease.
As noted above, Pacific Gateway Concessions currently pays the Airport a MAG of $577,700
per year, or percentage rent, whichever is higher, for Pacific Gateway Concessions’ existing
1,050 square foot newsstand in Terminal 3, Boarding Area F. If the proposed new lease is
approved between Paradies and the Airport, Paradies would pay the Airport a MAG of $401,000
or percentage rent, whichever is higher, for Paradies proposed 1,062 square feet of newsstand
space in Terminal 3, Boarding Area F. Therefore, if the proposed lease is approved, Paradies
would pay the Airport a MAG of $401,000, which is $176,700 or 31 percent less than the MAG
of $577,700 that Pacific Gateway Concessions currently pays for 12 more square footage of
newsstand space.
According to Mr. Reeb, the MAG is $176,000 or 31 percent lower for the proposed Paradies’
newsstand lease than the MAG paid by Pacific Gateway Concessions under the existing
newsstand lease as a result of lower overall bids submitted to the Airport for the proposed lease.
According to Mr. Reeb, Paradies is expected to take possession of the proposed 1,062 square feet
of space in Terminal 3, Boarding Area F on July 1, 2012, at which time construction of the new
newsstand, at a minimum cost of $371,000 would commence. The construction is anticipated to
extend for approximately three months, such that the newsstand is anticipated to be open by
approximately October 1, 2012. Rent payments to the Airport would commence on the first day
of the operating term of the lease or approximately October 1, 2012.
POLICY CONSIDERATION
The Airport uses a “breakeven policy” known as the residual rate setting methodology to set the
schedule of all rental rates, landing fees, and related fees to a level which ensures that Airport
revenues received from the airlines, plus the non-airline revenues (such as concession revenues)
received by the Airport, are equal to the Airport’s total costs, including debt service and
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operating expenditures. According to this methodology, the amount needed to balance the
Airport’s budget then becomes the basis for calculating, by a formula specified in the leases
with the airlines, the rental rates, landing fees, and related fees charged to airlines operating at
the Airport in the upcoming year, such that the total revenues paid to the Airport by all airlines
in the upcoming year is sufficient to balance the Airport’s budget. At the end of the fiscal year,
any budget shortfall or surplus is carried forward into the following fiscal year and is used in the
calculation of the new rental rates, landing fees, and related fees charged to the airlines.
The revenues generated from both the previous and proposed leases are considered in the
Airport’s residual rate setting methodology, such that the Airport’s budget will remain fully
balanced by the revenues paid by the airlines to the Airport, after considering the Airport’s
budgeted expenditures and all non-airline revenues.
RECOMMENDATION
Approve the proposed resolution.
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Items 4 and 5
Files 12-0127 and 12-0128
(Continued from February 15, 2012)

FEBRUARY 22, 2012

Department:
Port of San Francisco
Office of Economic and Workforce Development

EXECUTIVE SUMMARY
Background
The 34th America’s Cup is a series of international sailing races between the Golden Gate Yacht
Club, the defender of the America’s Cup, and the challengers, to be hosted by the City in 2012
and 2013. On December 14, 2010, the Board of Supervisors approved the original 34th America’s
Cup Host and Venue Agreement between the America’s Cup Event Authority (Event Authority),
the America’s Cup Organizing Committee (ACOC), and the City, to host the 34th America’s Cup
and related events (Event) in San Francisco. At the same time, the Board of Supervisors found
the 34th America’s Cup Event to be fiscally feasible, as required by Administrative Code Chapter
29 (File 10-1259).
Subsequent to the Board of Supervisors approval of the original Host and Venue Agreement, the
Mayor’s Office and other City officials agreed to modifications to the Host and Venue
Agreement, which are discussed further in this report.
San Francisco was selected as the host city for the 34th America’s Cup on December 31, 2012,
and the Mayor, Event Authority, and ACOC executed the modified Host and Venue Agreement
on January 4, 2011. The Host and Venue Agreement obligated the City, as host city for the
Event, to conduct environmental review of the Event, provide waterfront venues for the Event at
no cost to the Event Authority, and provide or facilitate the provision of certain services required
to host a successful Event.
The proposed Development and Disposition Agreement (DDA) is subject to Board of
Supervisors approval because it replaces Sections 5, 6, 7, and 15 of the Host and Venue
Agreement, as modified. Under the proposed DDA, the Event Authority is granted long-term
development rights to certain Port properties in exchange for the Event Authority’s financing
infrastructure and site preparation work for certain Port properties in advance of the 34th
America’s Cup Event. Under the proposed DDA, the Event Authority will be granted long-term
leases or transfer rights, together with development rights, for Piers 26, 28, 29, and 30-32, and
Seawall Lot 330.
Fiscal Impact
Estimated costs for Authority Infrastructure Work and Additional Work performed by the Event
Authority prior to the Event are $111,306,520, which is $56,306,520, or more than 102 percent
over the previously estimated costs of $55,000,000 under the original Host and Venue
Agreement. The entire amount of $111,306,520 is fully reimbursable by the Port to the Event
Authority through the Port’s granting of long term leases and development rights to the Event
Authority.
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Under the proposed DDA, the Port will also reimburse the Event Authority for Pre-Match
Authority Infrastructure Work of $55,000,000 through the 66-year rent-free lease for Piers 30-32
and transfer of title to Seawall Lot 330. The Port will reimburse the Event Authority for
Authority Infrastructure Work of the remaining estimated $56,306,520 ($111,306,520 less
$55,000,000) through infrastructure financing bond proceeds, and rent credits for 10-year leases
for Piers 26, 28, and 29, and a 66-year lease for Pier 29. These provisions represent a change
from the original Host and Venue Agreement, as previously approved by the Board of
Supervisors on December 14, 2010, which allowed for Port reimbursement only through rent
credits on long term leases for Piers 30-32 and Piers 26 and 28, and transfer of title to Seawall
Lot 330. The modified Host and Venue agreement extended long term development rights to the
short term venues, which included Piers 19 and 19 ½, Pier 23, and Pier 29. 1 Piers 19, 19 ½, and
23 were subsequently removed as long term lease sites under the proposed DDA, leaving Pier 29
as one of the main venues for which the Event Authority has long term development rights.
The proposed DDA provides for the Port to pay a participation of 50 percent of the proceeds of a
subsequent lease of Piers 30-32 to the Event Authority for up to 15 years after the termination of
the 66-year lease and return of Piers 30-32 to the Port if the Port has not fully reimbursed the
Event Authority. Interest accrues on the value of the Event Authority’s expenditures at 11
percent per year.
The Budget and Legislative Analyst estimates that the City’s costs for hosting the Event
may exceed (a) contributions from the America’s Cup Organizing Committee (ACOC), and
(b) Sales Tax, Hotel Tax, Parking Tax, and Payroll Tax revenues generated by the Event,
which could result in an estimated net loss to the City of up to $21,715,881.
The City’s costs for hosting the 34th America’s Cup are estimated to be $51,750,810, which is
$20,329,331, or 64.7 percent more, than the previously estimated costs of $31,421,479 included
in the Budget and Legislative Analyst’s December 13, 2010 report to the Board of Supervisors
Budget and Finance Committee on the fiscal feasibility of the 34th America’s Cup project (File
10-1259). The City’s estimated costs for hosting the Event of $51,750,810 are based on an
estimated 5.4 million visitor days.
The estimated City costs of $51,750,810 will be offset by (a) additional Hotel Tax, Payroll Tax,
Sales Tax, and Parking Tax revenues generated by the 34th America’s Cup activities, of an
estimated $22,034,929 2 and (b) the potential contribution of $32,000,000 from the ACOC over
three years as specified in the Host and Venue Agreement.
As shown in the table below, the City will realize an estimated net benefit from hosting the Event
of $2,284,119 if the ACOC contributes the full $32,000,000, which the ACOC has pledged to
1

Although Piers 27 and 80 were short term venues but were subject to limitations due to the construction of the
Cruise Terminal on Pier 27 and the Port’s breakbulk cargo operations on Pier 80. Under the modified Host and
Venue Agreement, the City had sole discretion over long term leases for Piers 19 and 19 ½ and Pier 23 but not over
a long term lease for Pier 29.
2
The Budget and Legislative Analyst’s November 18, 2010 memorandum to the Board of Supervisors provided a
range of tax revenue estimates, based on the number of race days and visitors, from a low of $17.3 million to a high
of $30.4 million. $22.0 million represents the base scenario, based on approximately 55 days of racing and 3.6
million visitor days.
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raise to offset the City’s costs, and the Event generates the expected level of tax revenues.
However, if the ACOC contributes only $8,000,000, which is the amount currently estimated by
the Controller, the City will incur an estimated net loss from hosting the Event of $21,715,881.
It should be noted that the $8,000,000 from the ACOC represents largely pledged monies, and
not cash payments.

If ACOC
Contributes
$32,000,000
Estimated Sales Tax, Hotel Tax, and Other Revenues
ACOC Contribution
Total Revenues to Offset City Costs
Estimated City Costs
Surplus/(Deficit)

If ACOC
Contributes
$8,000,000

$22,034,929
32,000,000
54,034,929
(51,750,810)
$2,284,119

$22,034,929
8,000,000
30,034,929
(51,750,810)
($21,715,881)

The estimated loss of $21,715,881 compares to the Budget and Legislative Analyst’s prior
estimate of $11,959,846, an increase of $9,756,035 or 81.6 percent.
Under the Host and Venue Agreement, the City may terminate the Agreement if the ACOC fails
to meet its year one fundraising target of $12,000,000 by seven days after the completion of the
environmental review, which was January 31, 2012. The Budget and Legislative Analyst notes
that, if the Board of Supervisors approves the proposed DDA, the City waives its rights to
terminate the Host and Venue Agreement, even though the ACOC has not provided the
$12,000,000, as specified in the Agreement.

Recommendations of the Budget and Legislative Analyst
The Board of Supervisors should request the Executive Director of the Port to negotiate with the
Event Authority to revise the proposed DDA to:
•
•
•

•

For purposes of controlling the City’s costs, require that reimbursement for all Authority
Infrastructure Work and Additional Work is based on estimates provided by a third-party
engineer rather than on actual expenditures.
Require that the Port report to the Board of Supervisors prior to the future seismic upgrades
to Piers 30-32 after the Event on the most fiscally effective options to perform such work,
including whether the work should be performed by the Event Authority or the City.
Eliminate the provisions, not included in the Host and Venue Agreement, as previously
approved by the Board of Supervisors on December 14, 2010, in which the Port must pay
participation to the Event Authority of 50 percent on revenues from subsequent leases for
Piers 30-32 and Piers 26 and 28 up to 15 years after the termination of the 66-year leases and
return of Piers 30-32 and Piers 26 and 28 to the Port.
Impose a cap on the Event Authority’s total expenditures that are reimbursable by the Port.
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Reinstate the provision, included in the Host and Venue Agreement, as previously approved
by the Board of Supervisors on December 14, 2010, to require (i) a transfer fee equal to 1
percent of the sale price for the resale of condominiums (after the initial sale) constructed on
Seawall Lot 330, and (ii) Port participation of 15 percent of the net proceeds of each transfer
or sublease of more than 55 percent of the Event Authority’s, or successor party’s, interest in
long-term leases from the Event Authority, or successor party, to other parties, excluding the
first transfer.
Require the return of short-term venues (Piers 19, 19 ½, 23, and 29 ½) to the Port
immediately after the conclusion of the Event.
Require the return of Pier 29 to the Port immediately after the conclusion of the Event if the
Event Authority’s Pre-Match Authority Infrastructure Work does not qualify for longer term
leases for Pier 29.
Require the Event Authority to retain Piers 26 and 28 unless the Event Authority’s Pre-Match
Authority Infrastructure Work or Deferred Additional Work does not qualify for longer term
leases for Piers 26 and 28.
Escalate the initial base rents for Piers 26 and 28 by the CPI prior to the start date of the
longer term leases.

Approval of the proposed resolutions (File 12-0127 and File 12-0128) is a policy matter for the
Board of Supervisors.
.
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MANDATE STATEMENT
Section 9.118 of the San Francisco Charter requires Board of Supervisors approval for entering
into any agreement with a term of more than 10 years or expenditures of $10,000,000 to the City
or more, and to any amendments of such an agreement requiring Board of Supervisors approval.
The Disposition and Development Agreement is an amendment to the 34th America’s Cup Host
and Venue Agreement, which requires Board of Supervisors approval under Section 9.118.

BACKGROUND
The 34th America’s Cup is a series of international sailing races between the Golden Gate Yacht
Club, the defender of the America’s Cup, and the challengers, to be hosted by the City in 2012
and 2013.
On December 14, 2010, the Board of Supervisors approved the original 34th America’s Cup
Host and Venue Agreement between the America’s Cup Event Authority (“Event Authority”),
the America’s Cup Organizing Committee (ACOC), and the City, to host the 34th America’s
Cup and related events (“Event”) in San Francisco. At the same time, the Board of Supervisors
found the 34th America’s Cup Event to be fiscally feasible, as required by Administrative Code
Chapter 29 (File 10-1259). Subsequent to the Board of Supervisors approval of the original Host
and Venue Agreement, the Mayor’s Office and other City officials agreed to modifications to
the Host and Venue Agreement, which are discussed further in this report. San Francisco was
selected as the host city for the 34th America’s Cup on December 31, 2012, and the Mayor,
Event Authority, and ACOC executed the modified Host and Venue Agreement on January 4,
2011. The Host and Venue Agreement obligated the City, as host city for the Event, to conduct
environmental review of the Event, provide waterfront venues for the Event at no cost to the
Event Authority, and provide or facilitate the provision of certain services required to host a
successful Event.
On March 16, 2011, the Board of Supervisors approved a resolution (File 10-1564), which
approved a Memorandum of Understanding (MOU) between the City and the Port, authorizing
General Fund support to replace lost Port revenues due to the Event. Under the proposed MOU,
the City agreed to reimburse the Port approximately $6.38 million in General Fund monies to
replace lost rent payments due to the Event. The ACOC had previously committed to raising
$32 million to offset the City’s expenses, including the estimated $6.38 million in General Fund
monies, as discussed further below.
On December 15, 2011, the Planning Commission certified the final Environmental Impact
Report (EIR) for the 34th America’s Cup, Pier 27 Cruise Terminal, and Northeast Wharf Plaza
projects. On December 16, 2011, the Port Commission approved the proposed Disposition and
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Development Agreement (DDA) between the City, acting by and through the Port Commission,
and the Event Authority.
On January 24, 2012, the Board of Supervisors heard the appeal to the EIR, and upheld the
Planning Commission’s certification of the EIR.
DETAILS OF LEGISLATION
File 12-0127 would (1) adopt the CEQA findings; (2) waive certain termination rights by the
City under the Host and Venue Agreement; (3) approve the Development and Disposition
Agreement (DDA) between the City and the Event Authority; (4) approve a Memorandum of
Agreement regarding the City’s and the Event Authority’s respective obligations for certain
mitigation measures contained in the Mitigation Monitoring and Reporting Program required by
CEQA; and (5) authorize further actions and ratify prior actions consistent with the terms of the
resolution.
File 12-0128 is a resolution of intent to establish an infrastructure financing district, consisting of
eight project areas, on Port property. The proposed DDA requires the Port to submit the
resolution of intent to establish an infrastructure financing district to the Board of Supervisors for
approval. As discussed below, the Port will submit the financing plan for each project area in
future legislation.
The proposed DDA provides more specific, and in some instances, modified terms and
conditions, compared to the original Host and Venue Agreement previously approved by the
Board of Supervisors on December 14, 2011. Under the Host and Venue Agreement, the Event
Authority was granted long-term development rights to certain Port properties in exchange for
the Event Authority’s financing infrastructure and site preparation work for certain Port
properties in advance of the 34th America’s Cup Event. Under the proposed DDA, the Event
Authority will be granted long-term leases or transfer rights, together with development rights,
for Piers 26, 28, 29, and 30-32, and Seawall Lot 330 (“long term venues”), as discussed in detail
below. The Attachment, provided by the Port, compares the original and modified Host and
Venue Agreements and the proposed DDA.
Board of Supervisors approval of the proposed DDA is required because it replaces Sections 5,
6, 7, and 15 of the Host and Venue Agreement, as modified. These sections addressed:
(a) The venue leases between the Port and Event Authority;
(b) Infrastructure work to be performed by the Port or the Event Authority for the Event;
(c) The Event Authority’s long term development rights; and
(d) Indemnity.
Event Venues
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The proposed DDA defines the venues that the City must make available to the Event Authority
for the 34th America’s Cup Event. According to the Port Executive Director’s report presented
to the Port Commission at its December 16, 2011 meeting, Port Commission approval is required
for the venue leases or licenses between the Port and the Event Authority because these leases
will give the Event Authority rent-free access to the Port properties. These venue leases or
licenses do not require Board of Supervisors approval. According to the Executive Director’s
report, the Port will submit the venue leases or licenses to the Port Commission for approval
after the Board of Supervisors’ final decision on the proposed DDA.
Short term venues
The Event Authority will have exclusive and non-exclusive use of the short term venues, which
include Piers 19 and 19 ½, 23, 27, 29 and 29 ½, and 80. The Event Authority has use of piers and
water areas generally for up to six months after the final series of races for the America’s Cup in
September 2013. Two short term venues have more defined uses and earlier return dates:
•

Pier 27, for which the Event Authority has exclusive use for race viewing and team
hospitality berths along the northern apron from March 1, 2013 through September 30, 2013.
The Port will have the right to berth cruise ships from March 1, 2013 through May 31, 2013,
with the Event Authority’s consent.

•

Pier 80, for which the Event Authority will have exclusive and non-exclusive use for storage,
race operations and staging, and facilities for Event competitors and officials, with an
obligation to make best efforts to return the venue to the Port’s possession as soon as
practical after the final series of races. The Port will continue its maritime operations along
Pier 80.

Long term venues
The Event Authority has exclusive use of Piers 26, 28, 30-32, and Seawall Lot 330 for variable
periods, from Spring 2012 up to six months after the final series of races. After that date, the
Event Authority will be entitled to a 66-year lease for Piers 30-32, 26, and 28, and permanent
title to Seawall Lot 330, assuming that the Event Authority has met certain spending threshold on
infrastructure improvements, as discussed below.
Table 1 below compares the short term and long term venues contained in the Host and Venue
Agreement and the proposed DDA.
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Table 1
Short and Long Term Venues
Comparison of the Host and Venue Agreement, as Modified, and the Proposed DDA
Host and Venue Agreement
Short Term Venues 1
Piers 19 and 19 ½, 23, 27, 29, 80

Proposed DDA
Short Term Venues 1
Piers 19, 19 ½,23, 27, 29, 80
Adds: Pier 29 ½

Brannan Street Wharf

Brannan Street Wharf

Water areas surrounding:
Piers 14 – 22 ½
Piers 32-38

Water areas surrounding:
Pier 14 North and South
Pier 32 to the edge of Pier 38
Pier 9 (subject to termination or
renegotiation of existing tenancies)

Long Term Venues 2
Pier 26
Pier 28

Long Term Venues 2
Pier 26
Pier 28
Pier 29 3
Piers 30-32
Seawall Lot 330

Piers 30-32
Seawall Lot 330
1

Short term venues: Event Authority has exclusive and non-exclusive use up to six months after
the final series of races.
2
Long term venues: Event Authority has exclusive use for variable periods from Spring 2012 up
to six months after the final series of races. Event Authority would (a) have the option of 66-year
leases for Piers 26, 28, and 30-32, and (b) receive title for Seawall 330, as discussed in detail
below.

Infrastructure Work to be Performed by the Port and Event Authority
Port Infrastructure Work
The proposed DDA requires the following infrastructure work to be performed by the Port:
•

Demolish and remove Pier 36 shed by January 1, 2013. The Port entered into an agreement
with the Army Corps of Engineers to demolish and remove Pier 36 for this purpose.

•

Construction of Brannan Street Wharf by no later than June 30, 2013. The Port has entered
into an agreement with a contractor for this purpose.

•

Relocate Pier 27 shoreside power 4. The Port has entered into an agreement for this purpose.
Although this is a Port obligation, the proposed DDA requires the Event Authority to pay up
to $2 million for shoreside power relocation.

3

The Event Authority has long term development rights to Pier 29 if this site is necessary to reimburse investments,
as noted below.
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•

Demolish the Pier 27 shed. This had been the responsibility of the Event Authority under the
Host and Venue Agreement, but according to Port staff, was changed at the Port’s request to
accommodate the Port’s construction schedule for the Pier 27 Cruise Terminal project.

•

Completion of Pier 27 Improvements by the Port. Under the proposed DDA, if construction
of Phase I of the Pier 27 Cruise Terminal falls behind schedule, the Port must present a plan
to the Event Authority to expedite construction, such as funding additional construction
shifts. If the Port has insufficient funds for that purpose, the Event Authority may fund the
expedited construction, with reimbursement as part of Authority Infrastructure Work.

Infrastructure Work to be Performed by the Event Authority
Under the proposed DDA, the Event Authority must make certain infrastructure improvements to
Port properties prior to the Event (or “Pre-Match Authority Infrastructure Work”), and has the
option to make certain infrastructure improvements to Port properties after the Event (“Deferred
Authority Infrastructure Work”). Infrastructure improvements to Port properties made by the
Event Authority are fully reimbursable by the Port through the granting of long term leases and
development rights to the Event Authority.
The Event Authority’s infrastructure obligations under the proposed DDA are classified as:
•

Pre-Match Authority Infrastructure Work;

•

Dredging for spectator vessels prior to the Event (considered to be “Additional Work”);

•

Deferred Authority Infrastructure Work to Piers 30-32 performed up to ten years after the
Event; and

•

Deferred Additional Work to Piers 26 and 28 performed up to ten years after the Event.

Pre-Match Authority Infrastructure Work and Dredging for Spectator Vessels prior to Event
The proposed DDA requires the Event Authority to spend at least $55 million on Pre-Match
Authority Infrastructure Work, all of which is fully reimbursable by the Port through the granting
of long-term leases and development rights to Port property and other reimbursement
mechanisms. Pre-Match Authority Infrastructure Work includes:
•

Improvements to Piers 30-32, including pile replacements, substructure strengthening (which
may include seismic strengthening) and deck repairs necessary to use the venue for the
Event, consistent with the Host and Venue Agreement.

•

Construction of a new Pier 29 end wall, previously included in the Host and Venue
Agreement, and Pier 29 substructure repairs, which were not specifically included in the Host
and Venue Agreement.

4

Cruise ships can connect to shoreside power at Pier 27, using electricity generated by the Public Utilities
Commission, rather than generate power on ship using diesel or other generators.
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•

Up to $2 million payment to the Port for relocation of Pier 27 shoreside power.

•

Pile replacement, substructure strengthening, deck repairs, or superstructure strengthening or
other improvements deemed necessary for the Event by the Event Authority at its discretion.
This work must be pre-approved by the Port and is fully reimbursable.

•

Dredging to accommodate the races and the racing boats (the “regatta”).

In addition, the Pre-Match scope of work under the proposed DDA includes dredging and pile
removal adjacent to Pier 9, Pier 14 North and South, and in the Brannan Street Open Water
Basin to accommodate spectator vessels. The Event Authority’s expenditures for such work
generates rent credits that can be applied to offset rent at proposed marina leases between Piers
14 and 22 ½ and between Piers 30-32 and Pier 38 (Brannan Street Open Water Basin).
The proposed DDA includes the following work within the definition of Authority Infrastructure
Work, which was not specifically listed in the Host and Venue Agreement, including:
•

Improvements to Port property imposed as a regulatory condition of approval by the Bay
Conservation and Development Commission (BCDC) or other non-City agencies.

•

Mitigation measures, which result in improvements to Port property, and are included in the
Mitigation Monitoring and Reporting Program, adopted by the Port Commission and
proposed to be adopted by the Board of Supervisors, in accordance with the California
Environmental Quality Act (CEQA).

•

Pier 29 substructure repairs. According to Port staff, in the course of due diligence
inspection, several pilings were found to be deteriorated or missing, requiring repairs prior to
the Event.

Deferred Authority Infrastructure Work and Additional Work to be Performed by the Event
Authority after the Event
The proposed DDA provides for:
•

Deferred Authority Infrastructure Work for Piers 30-32, determined by the Event Authority
to not be necessary to complete prior to the Event, up to 10 years after the Event. Authority
Infrastructure Work deferred until after the Event is not included in the required $55 million
expenditures by the Event Authority for infrastructure work prior to the Event, noted above.
Any Event Authority expenditures for Deferred Authority Infrastructure Work to Piers 30-32
after the Event is in addition to the $55 million and is fully reimbursable by the Port through
the granting of long term leases, development rights, and other reimbursement mechanisms.

•

Deferred Additional Work for Piers 26 and 28, with estimated costs of $15 million and $10
million respectively. This work may be deferred up to 10 years after the Event. If any Piers
26 and 28 infrastructure work is conducted prior to the Event, costs for any part of this work
will be included in the Event Authority’s $55 million pre-Match expenditure for Authority
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Infrastructure Work, and excluded when considering the Event Authority’s post-Match
investment at Piers 26 and 28. 5
Table 2 compares the proposed DDA and Host and Venue Agreement requirements for
infrastructure work to be performed by the Port and the Event Authority.
Table 2
Event Authority and Port Infrastructure Work
Comparison of the Host and Venue Agreement, as Modified, and the Proposed DDA
Host and Venue Agreement

Proposed DDA

Port Work

Port Work

Demolition of Pier 36 by January 1, 2013

Same

Completion Brannan Street Wharf by June 30, 2013

Same

Pier 27 shoreside power relocation with $2 million
Event Authority contribution

Same

Authority Infrastructure Work prior to Event
Piers 30-32 piles, substructure, decks
Demolish portions of Pier 27 and Pier 29, including
Pier 27 shed
Payment of $2 million for Pier 27 shoreside power
relocation

Adds: demolition of Pier 27 shed
Authority Infrastructure Work prior to Event
Same
Removes: demolition of portions of Pier 27 shed
Adds: repair of Pier 29 substructure
Same

Other work required to host the Event

Adds: BCDC and other non-City regulatory
conditions of approval, resulting in improvements to
Port property
Adds: CEQA Mitigation Monitoring and Reporting
Program, , resulting in improvements to Port
property

Dredging and pier improvements to accommodate
the regattas

Same

Other repairs to Event venues with the Port's
permission, excluding marinas; may include Piers 26
and 28

Same

Dredging and pile removal between Pier 14 and 22
1/2; and Piers 30-32 and 38 for marinas to
accommodate spectator vessels

Dredging and pile removal adjacent to Pier 9, Pier
14 North and South, and between Pier 32 and Pier
38 (Brannan Street Open Water Basin) to
accommodate spectator vessels

5

Although the proposed DDA provides for infrastructure improvements to Piers 26 and 28 prior to the Event, and
includes the Event Authority’s expenditures for such work to be included in the reimbursement plan for Event
Authority expenditures of at least $55 million prior to the Event, the proposed scope of work to be performed by the
Event Authority prior to the Event does not include infrastructure improvements to Piers 26 and 28.
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Table 2 (continued)
Event Authority and Port Infrastructure Work
Comparison of the Host and Venue Agreement, as Modified, and the Proposed DDA
Host and Venue Agreement

Proposed DDA

Additional Work to Piers 26 and 28

Additional Work to Piers 26 and 28

Repair, replace, and improve Piers 26 and 28

Same

Additional Work to Piers 26 and 28 counted toward
$55 million Authority Infrastructure Work if
conducted before Event

Same

Deferred Work to Piers 30-32 and Piers 26-28

Deferred Work to Piers 30-32 and Piers 26-28

Allows Piers 30-32 work to be deferred up to 5
years

Allows Piers 30-32 work to be deferred up to 10
years

Allows Piers 26 and 28 work to be deferred up to 10
years

Same

Long Term Leases and Development Rights
The proposed DDA gives the Event Authority long-term development rights to Port property in
exchange for making infrastructure investments to Port properties. Tables 3 and 4 below
compare the Host and Venue Agreement and proposed DDA provisions for long term leases and
development rights.
Long Term Leases and Development Rights for Pre-Match Authority Infrastructure Work
and Deferred Authority Infrastructure Work to Piers 30-32
Under the proposed DDA, in exchange for the $55 million in Pre-Match Authority Infrastructure
Work, as well as dredging for spectator vessels or Piers 26 and 28 infrastructure work completed
prior to the Event, the Port will:
•

Enter into a rent-free 66-year lease with the Event Authority for Piers 30-32. The Port and
Event Authority will negotiate a term sheet for the Piers 30-32 lease, which will be submitted
to the Board of Supervisors for endorsement. 6 The final lease will be subject to Board of
Supervisors approval under Charter Section 9.118.

•

Transfer title to Seawall Lot 330, a 2.8 acre lot at the corner of Bryant Street and the
Embarcadero, to the Event Authority with no cash contribution to the Port. According to the
proposed DDA, the Port intends to submit the transfer of title to Seawall Lot 330 and

6

In the Budget Analyst’s 2004 Management Audit of the Port of San Francisco, we recommended that term sheets
for development projects with costs greater than $10 million to be submitted to the Board of Supervisors for
endorsement in order for the Board of Supervisors to consider the financial goals of the project prior to approval of
the final lease.
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approval of the formation of the infrastructure financing district (see below) to the Board of
Supervisors for approval prior to September 30, 2012. 7
If the Event Authority’s investment in Pre-Match Authority Infrastructure Work exceeds $55
million, the Port will reimburse the Event Authority exclusively from the following sources in
order of priority, until the rent credits or other reimbursements have fully reimbursed the Event
Authority’s investment:
(a) Infrastructure financing district tax-increment bond proceeds for these specific sites;
(b) 10 year leases for Piers 26 and 28 with rent credits;
(c) 10 year lease for Pier 29 with rent credits;
(d) 66-year lease for Pier 29 with rent credits; and
(e) Participation of 50 percent of the proceeds of a subsequent lease of Piers 30-32 payable by
the Port to the Event Authority up to 15 years after the termination of the 66-year lease and
return of Piers 30-32 to the Port.
These provisions represent a change from the original Host and Venue Agreement, as approved
by the Board of Supervisors on December 14, 2010, which allowed for Port reimbursement only
through rent credits on long term leases for Piers 30-32 and Piers 26 and 28, and transfer of title
to Seawall Lot 330. Subsequent to the Board of Supervisors’ approval of the Host and Venue
Agreement, the Mayor and City officials modified the agreement to extend long term
development rights to the short term venues, which included Piers 19 and 19 ½, Pier 23, and Pier
29. 8 Piers 19, 19 ½, and 23 were subsequently removed as long term lease sites under the
proposed DDA.

7

In September 2011, the State Legislature finally approved Assembly Bill (AB) 418, removing certain State
restrictions from Seawall Lot 330, allowing for the transfer of title to the Event Authority.
8
Although Piers 27 and 80 were short term venues but were subject to limitations due to the construction of the
Cruise Terminal on Pier 27 and the Port’s breakbulk cargo operations on Pier 80. Under the modified Host and
Venue Agreement, the City had sole discretion over long term leases for Piers 19 and 19 ½ and Pier 23 but not over
a long term lease for Pier 29.
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Table 3
Development and Transfer Rights: Pre-Match Authority Infrastructure Work
Comparison of the Host and Venue Agreement, as Modified, and the Proposed DDA
Host and Venue Agreement

Proposed DDA

Piers 30-32 and Seawall Lot 330

Piers 30-32 and Seawall Lot 330

66-year lease for Piers 30-32 and transfer of Seawall Lot
330 free of public trust restrictions, contingent on $55
million investment in Pre-Match Authority Infrastructure
Work

Same

Long-term leases for Piers 26, 28, and 29, marina leases,
rent credits, and infrastructure financing in if Event
Authority invests if Authority Infrastructure Work and
Additional Work in excess of $55 million
If value of these leases, rent credits, and infrastructure
financing are less than the Event Authority’s investment
in Authority Infrastructure Work and Additional Work
in excess of $55 million, the balancing options are:
(a) reduce the scope of work,
(b) receive increased rent credits,
(c) revise the financial terms of the long-term leases
subject to Port approval,
(d) obtain long-term leases for some of the short-term
venues (to which rent credits would apply),
(e) obtain 66-year leases for Piers 26 and 28 without
performing the required infrastructure work
(estimated at $15 million and $10 million
respectively), or
(f) obtain shorter-term leases for Piers 26 and 28 in
which the value of the Port's parameter rents for the
leased properties equals the outstanding rent credits
owed to the Event Authority

Authority Infrastructure Work in excess of $55 million
would be credited to the Event Authority exclusively
from the following sources in order of priority:
(a) tax increment bond proceeds from the proposed
infrastructure financing district for Piers 30-32 and
Seawall Lot 330 9,
(b) short-term leases up to 10 years for Piers 26 and 28
with the rent credits against base rent starting at the
Port's parameter rents with annual CPI adjustments, 10
(c) short-term lease up to 10 years for Pier 29 with the
rent credits against base rent starting at the Port's
parameter rents with annual CPI adjustments,
(d) 66-year lease for Pier 29 with rent against base rent
commencing at $6 per square foot escalated to the
lease commencement date with periodic CPI
adjustments and reset to market rate after rent credits
are exhausted, and
(e) If needed to reimburse the Event Authority,
participation of 50 percent of the proceeds of a
subsequent lease of Piers 30-32 payable by the Port
to the Event Authority up to 15 years after the
termination of the 66-year lease and return of Piers
30-32 to the Port

Leases and Development Rights for Deferred Additional Work to Piers 26 and 28
Under the proposed DDA, if the Event Authority performs Deferred Additional Work, the Port
will reimburse the Event Authority for those costs through 66-year leases for Piers 26 and 28,
with payment of rent credits up to the amount of the Deferred Additional Work. Term sheets for
long-term leases will be submitted to the Board of Supervisors for endorsement. Leases will be
subject to Board of Supervisors approval under Charter Section 9.118.

9

The Port estimates that the tax-increment bonds would be issued in approximately 2021.
The Port Commission annually approves a schedule of rents (parameter rents) for each type of Port property and
use.
10
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If rent credits for the 66-year leases for Piers 26 and 28 are not sufficient to reimburse the Event
Authority for Deferred Additional Work, the Port will reimburse the Event Authority in the
following order of priority:
(a) Infrastructure financing district tax-increment bonds for these specific sites;
(b) Historic preservation tax credits for these specific sites;
(c) Marina leases for potential marina developments at Pier 54, Brannan Street Open Water
Basin, or other locations (see below); and
(d) If necessary to reimburse the Event Authority for Deferred Additional Work, participation of
50 percent of the proceeds of subsequent leases of Piers 26 and 28 payable by the Port to the
Event Authority up to 15 years after the termination of the 66-year leases and return of Piers
26 and 28 to the Port.
Pier 54 and Marina Rent Credits
Under the proposed DDA, the Event Authority has conditional rights to rent credits for marinas
to be located at Pier 54 and Brannan Street Open Water Basin, or another location in exchange
for dredging for spectator vessels (noted above), and repairs or improvements to the Pier 54
substructure. Rent credits for dredging work may be used to offset rents for potential marina
leases, or to offset rent for 66-year leases for Piers 26 and 28. Rent credits for Pier 54
substructure repairs or improvements may only be used for a marina lease at Pier 54.
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Table 4
Development Rights: Piers 26 and 28 and Marinas
Comparison of the Host and Venue Agreement and the Proposed DDA
Host and Venue Agreement
Piers 26 and 28

Piers 26 and 28

Proposed DDA

66-year lease for Piers 26 and 28 contingent on
investments in Additional Work of $25 million;

Same

Event Authority reimbursed for Additional Work
through rent credits

Same

Excludes any Piers 26 and 28 infrastructure work
performed prior to the Event and reimbursed as part
of the Authority Infrastructure Work (noted above)

Same

Additional Work would be credited to the Event
Authority through (a) rent credits, (b) infrastructure
district financing, (c) historic preservation tax
credits, and (d) rent credits for proposed marinas

Adds: 50 percent participation rent payable by the
Port to the Event Authority up to 15 years after the
termination of the 66-year lease for Piers 26 and 28,
or at the Port’s election, a funding source to
rehabilitate historic resources at these site with an
equal value

Piers 26 and 28

Piers 26 and 28

Long-term leases and development rights to Piers
19, 23, and 29, and other short term venues,
including, with some exceptions, Piers 27 and 80, in
exchange for the Event Authority’s investment in
Authority Infrastructure Work or Additional Work

Removes: development rights for all piers other than
Piers 26 and 28 and marina leases, including Piers
19-19 ½, and 23

Marinas

Marinas

Exclusive negotiating agreements for long-term
marina leases in the areas between Piers 14 and 22
½, and between Piers 30-32 and Pier 38; dredging
costs reimbursed through rent credits

Exclusive negotiating agreements for long-term
marina leases for Pier 54 and Brannan Street Open
Water Basin; Pier 54 substructure repair costs, and
dredging costs reimbursed through marina lease rent
credits at Pier 54 only

Assignment of Long-term Leases
The Host and Venue Agreement allows the Event Authority to assign the long-term leases to
Event Authority affiliates without further Port approval. The Port must approve the Event
Authority’s assignment of long-term leases to parties other than Event Authority affiliates. No
Port consent is required for subleases. The Port does not participate in any revenues received by
the Event Authority for assigning the long-term leases to other parties. Under the original Host
and Venue Agreement, approved by the Board of Supervisors on December 14, 2010, the Port
participated in 15 percent of the net proceeds of each assignment of the long-term leases after the
first assignment.
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Rents
Under the proposed DDA, the Event Authority has up to 10 years to enter into long-term leases
for Piers 30-32, Piers 26 and 28, and if needed to offset the costs of Authority Infrastructure
Work, Pier 29. Under the original Host and Venue Agreement approved by the Board of
Supervisors on December 14, 2010, base rent for the long-term leases was to be set at a fair
market rent established through an appraisal process. The modified Host and Venue Agreement
and proposed DDA establish starting rents based on negotiated rates, as follows:
•

$4 per square foot per year of gross building area for Piers 30-32, although Piers 30-32
would be delivered to the Event Authority rent-free under the terms of the proposed 66-year
lease in exchange for the Event Authority’s investment in Authority Infrastructure Work
prior to the Event.

•

$6 per square foot per year of gross building area for all other piers with long-term leases.
Under the proposed DDA, rents may be adjusted every five years by the CPI with minimum
increases of 10 percent and maximum increases of 20 percent.

The proposed DDA provides that if the lease commencement for Pier 29 is delayed for up to 10
years, the base rent for Pier 29 is increased by (or “indexed to”) the CPI. No other leases covered
under the proposed DDA provide for indexing base rents to the CPI if the lease commencement
date is delayed up to ten years.
If applicable, rents in the 66-year leases for Piers 26, 28, and 29 are adjusted to fair market rental
rates after 30 years or once rent credits have been fully applied, whichever is later.
Also, under the proposed DDA and consistent with the modified Host and Venue Agreement:
•

The Event Authority does not pay construction period rent. According to Port staff, this
provision is consistent with the original Host and Venue Agreement requirement that the
long term leases be commercially reasonable, and provide terms comparable to other Port
development leases, in which tenants do not pay construction period rent.

•

The Port cannot collect participation rent. The original Host and Venue Agreement allowed
the Port to collect transfer fees (a) equal to 1 percent of the sale price for the resale (i.e.,
excluding the first sale) of condominiums constructed on Seawall Lot 330, and (b) 15 percent
of the net proceeds of each transfer or sublease of more than 55 percent of the Event
Authority’s interest in long-term leases from the Event Authority to other parties, excluding
the first transfer.

Interim Leases
Under the proposed DDA, the Event Authority may retain exclusive use of any long-term
development sites during the interim period up to 10 years after the expiration of the venue
leases and commencement of long term leases. Interim uses allowed under the Host and Venue
Agreement include any existing or prior use, such as parking, or other uses consistent with the
Public Trust and CEQA.
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Rent during the interim period is:
•

$910,225, adjusted by annual CPI increases, for Piers 30-32; and

•

The Port’s then-effective parameter rental rate for pier warehouse sheds for Piers 26 and 28.

During the interim period of up to 10 years, the Event Authority will receive rent credits for
Authority Infrastructure Work greater than $55 million, which can be used to offset the interim
base rent at Piers 26, 28 and 29 but not Piers 30-32, as shown in Table 3.
Transferring Long Term Sites to the City
Under the proposed DDA, consistent with the modified Host and Venue Agreement, although
the Event Authority retains rights to the long-term development sites, the Event Authority may
return some or all of the long-term development sites to the Port at any time in the ten-year
period after the Event. The Port must return these long-term development sites to the Event
Authority within 180 days if the Event Authority requests the return.
This provision was not included in the original Host and Venue Agreement, approved by the
Board of Supervisors on December 14, 2010. According to the Budget and Legislative Analyst’s
report, dated March 16, 2011, this provision would result in previously unanticipated costs to the
Port and a likely loss of base rent revenue (or drawing down of rent credits owed to the Event
Authority). After the venue leases expire, the Port would have to attract new tenants to the
properties transferred back from the Event Authority to the City for an uncertain amount of time,
cover maintenance cost on the properties during that period, and cause tenants to be moved of
the properties upon request of the Event Authority. The Port would be unlikely to collect the
same level of rent from tenants for these properties that the Port would otherwise have received
from the Event Authority.
Infrastructure Financing and Community Facilities Districts
The Host and Venue Agreement and proposed DDA require creation of infrastructure financing
districts to issue tax increment 11 bonds that will reimburse the Port and the Event Authority for
(a) infrastructure repairs, replacement, and improvement costs not previously reimbursed by rent
credits; (b) public improvements such as environmental remediation, shoreline improvements;
and (c) substructure and other improvements to the piers. The State Legislature authorized San
Francisco to establish infrastructure financing districts on Port property (SB 1085 in 2005,
modified by AB 664 in 2011). Approval of the proposed resolution (File 12-0128) would
confirm Board of Supervisors intent to establish an infrastructure financing district on Port
property, which would designate initially eight project areas, covering Piers 30-32, Seawall Lot
330, Pier 26, Pier 28, Pier 48, Pier 70, Seawall Lot 337 and Seawall Lot 351. The Port will
submit future legislation to the Board of Supervisors to approve financing plans for each project
area.

11

Tax increment is the increase in Property Tax due to the development of Piers 30-32 and Seawall Lot 330.
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The Host and Venue Agreement and proposed DDA obligate the Event Authority and City to
form a community facilities district comprising Piers 30-32 and Seawall Lot 330, and levy
maintenance taxes to fund ongoing maintenance costs for the Brannan Street Wharf.
Successor Events
If the Golden Gate Yacht Club successfully defends the 34th America’s Cup, and the City and the
Golden Gate Yacht Club enter into a new host and venue agreement to host the 35th America’s
Cup, the Event Authority may extend its use of the venues. The proposed DDA adds a provision
allowing either the Event Authority or the City to terminate further negotiations if they have not
agreed to the terms of a new host and venue agreement, despite good faith negotiations, within
six months after the Event.
Indemnity
Section 15 of the Host and Venue Agreement provided for the City and Event Authority to
negotiate over mutual indemnity provisions to be included in the DDA. The proposed DDA
includes provisions consistent with the Host and Venue Agreement. Section 2.6 of the proposed
DDA states that the Event Authority and the City “must indemnify” each other for any losses
resulting from the Event, unless the losses were caused by negligence or willful misconduct.
According to the proposed DDA, the venue leases and licenses between the Port and the Event
Authority for use of the Port’s property will govern the Event Authority’s and City’s
indemnification obligations relating to hazardous materials affecting any Port venue. According
to Ms. Joanne Sakai, Deputy City Attorney, these provisions, along with each party’s insurance
requirements, as described in Section 2.7 of the DDA, are still under review and subject to
further negotiations.
FISCAL IMPACT
The proposed DDA does not sufficiently cap the Event Authority’s reimbursable
costs for Authority Infrastructure Work or Additional Work. As a result, the Port
could potentially reimburse the Event Authority for such costs up to 91 years
after the Event.
Authority Infrastructure Work
Estimated Costs
Estimated costs for Authority Infrastructure Work and Additional Work performed by the Event
Authority prior to the Event are approximately $111,306,520, which is $56,306,520 or 102
percent more than the original estimated costs of $55,000,000 under the original Host and
Venue Agreement, as shown in Table 5 below.
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Table 5
Pre-Match Authority Infrastructure Work, Dredging for Spectator Vessels, and Deferred
Authority Infrastructure Work
Host and
Venue
Agreement
Pre-Match Authority Infrastructure Work
Piers 30-32 infrastructure repairs and seismic upgrades
Demolition of portions of Pier 27 and 29
Piers 19, 23, 27 and 29 improvements as necessary

Pier 27 shoreside power relocation
Subtotal
BCDC and other regulatory conditions of approval
CEQA Mitigation Monitoring, and Reporting Program
Piers 32-36 dredging for regattas
Fees, permitting, contingencies, design, engineering
Subtotal
Subtotal Pre-Match Authority Infrastructure Work
Dredging for Spectator Vessels
Pier 9, Piers 14 North and South, Pier 28 South, and
portions of Piers 32-38 Basin dredging for spectator
vessels
Subtotal Dredging
Pre-Match Authority Infrastructure Work/ Dredging
Estimated Authority Infrastructure Work after the Event
Seismic upgrades to Piers 30-32
Deferred Authority Infrastructure Work
Total

Proposed
DDA

At least
$55,000,000,
including
$2,000,000
for Pier 27
shoreside
power
55,000,000
0
0
0
0

Increase

$59,400,000
n/a
1,850,000

55,000,000

2,000,000
63,250,000
5,200,000
700,000
2,500,000
3,856,250
12,256,250
75,506,250

12,256,250
20,506,250

0
0
55,000,000

3,700,000
3,700,000
79,206,250

3,700,000
24,206,250

0

32,100,000
32,100,000
$111,306,250

32,100,000
32,100,000
56,306,250

$55,000,000

8,250,000

According to Port staff, estimated costs under the proposed DDA, compared to the Host and
Venue Agreement, have increased due to more detailed cost information and inclusion of new
Event Authority costs that were not specifically included in the Host and Venue Agreement,
approved by the Board of Supervisors on December 14, 2012.
•

Seismic piles and joints to Piers 30-32 prior to the Event; transfer of responsibility for
demolishing the Pier 27 shed from the Event Authority to the Port; and substructure
improvements to Pier 29 ($8,250,000);

•

Improvements to Port property due to BCDC and CEQA requirements; and Piers 30-32
dredging for regattas included in the modified Host and Venue Agreement, which are costs
that were not explicitly provided for in the previously approved Agreement. ($12,256,250);

•

Dredging for spectator vessels, which according to Port staff, would result in long term
benefits to the Port through development of new marina leases (see “Pier 54 and Marina Rent
Credits” above) ($3,700,000); and
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Future seismic upgrades to Piers 30-32 to accommodate the Event Authority’s long-term
development, for which, according to Port staff, costs are currently being assessed, and
which will require future seismic design and engineering work ($32,100,000).

The original Host and Venue Agreement, approved by the Board of Supervisors on December
14, 2010, provided for the Event Authority to make all pile replacement, substructure
strengthening, and deck repairs on Piers 30-32, as may be required by applicable laws, and other
work for staging of the Event, or as the Event Authority otherwise deems necessary or
appropriate under the applicable venue leases. According to Port staff, improvements to Port
property due to BCDC and CEQA requirements are consistent with this provision.
Reimbursement
The Port will reimburse the Event Authority for Pre-Match Authority Infrastructure Work of
$55,000,000 through the 66-year rent free lease for Piers 30-32 and transfer of title to Seawall
Lot 330, as shown in Table 6 below. The Port will reimburse the Event Authority for Pre-Match
Authority Infrastructure Work and dredging for spectator vessels prior to the Event, which
exceeds $55,000,000, through infrastructure financing bond proceeds, and rent credits. Interest
accrues on the balance of the Event Authority’s reimbursements owed through rent credits, at 11
percent per year.
Table 6
Reimbursement to Event Authority for Authority Infrastructure Work and Deferred
Authority Infrastructure Work
66-Year Lease for Piers 30-32 (rent free)
Transfer of Title to Seawall Lot 330
Subtotal
Infrastructure Financing District Bond Proceeds
10-Year Lease Piers 26 and 28 (rent credits)
10-Year Lease Pier 29 (rent credits)
66-Year Lease for Pier 29 (rent credits)
Subtotal
Total

Net Present Value 12
$31,000,000
24,000,000
55,000,000
10,400,000
11,000,000
4,700,000
7,600,000
33,700,000
$88,700,000

If the value of the Pre-Match Authority Infrastructure Work, and Deferred Authority
Infrastructure Work are greater than the value of the rent credits and other reimbursements
shown in Table 6 above, the proposed DDA provides for the Port to pay a participation of 50
percent of the proceeds of a subsequent lease of Piers 30-32 to the Event Authority up to 15
years after the termination of the 66-year lease and return of Piers 30-32 to the Port. 13

12

Net present value discounts lease payments in future years to reflect the time value of money (i.e., the value of a
dollar in the future is less than the value of a dollar in the present).
13
If the scope of work prior to the Event were to include infrastructure work to Piers 26 and 28, defined as
Additional Work, the expenditures for this work would be included.
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The Port’s Opportunity Costs
The long term leases for Piers 26, 28, and 29 result in opportunity costs of approximately
$5,400,000 14 to the Port because the value of the rent credits to reimburse the Event Authority
are less than the rents that the Port would otherwise receive from Piers 26, 28, and 29.
Deferred Additional Work to Piers 26 and 28
The proposed DDA grants the Event Authority 66-year leases for Piers 26 and 28 in exchange
for infrastructure investments estimated to be approximately $15 million and $10 million
respectively. These investments may be made up to 10 years after the Event. The Event
Authority’s actual expenditures for this work will be based on the scope of work approved by the
Port. While the proposed DDA deems infrastructure work to Piers 26 and 28 to be “Authority
Infrastructure Work” if it is necessary for and performed prior to the Event, the approved scope
of work for the Event does not currently include this work.
Table 7
Reimbursement to Event Authority for Additional Work
66-Year Leases Piers 26 and 28 (rent credits)
Infrastructure Financing District Bond Proceeds
Historic Preservation Tax Credits
Total

Net Present Value
$15,100,000
3,700,000
20,000,000
$38,800,000

If the value of the Additional Work performed is greater than the value of the rent credits and
other reimbursements, shown in Table 8 above, the proposed DDA provides for the Port to pay a
participation of 50 percent of the proceeds from a subsequent lease for Piers 26-28 to the Event
Authority up to 15 years after the termination of the 66-year leases and return of Piers 26 and 28
to the Port. Interest accrues on the value of the Event Authority’s expenditures, reimbursable by
rent credits and other reimbursement mechanisms, at 11 percent per year.
No-Fault Termination of DDA
If for any reason, other than a Port Event of Default or Event Authority Event of Default (such
as major casualty), the DDA is terminated, the Event Authority will be able to recover its
investment costs from the following exclusive sources, to the extent available:
(a) Insurance proceeds, including any FEMA (Federal Emergency Management Act) funds;
(b) 10-year (or longer if legally permitted) interim lease of Piers 30-32 for parking;
(c) 66-year lease of Piers 30-32 with base rent beginning at $4 per square foot, indexed every
5 years, and adjusted to fair market rent at the later of the date the rent credits are exhausted
or 30 years; and
(d) Portion of infrastructure district financing proceeds from future development of Piers 30-32.
14

Net present value of the difference between the value of the rent credits over 76 years (10 year leases plus 66 year
lease) and the rents that the Port would otherwise have received.
SAN FRANCISCO BOARD OF SUPERVISORS

BUDGET AND LEGISLATIVE ANALYST

4 & 5 – 22

BUDGET AND FINANCE COMMITTEE MEETING

FEBRUARY 22, 2012

Limits on Reimbursement Imposed by the DDA
According to Port staff, the proposed DDA better protects the Port financial interests than the
Host and Venue Agreement because the Event Authority has defined long-term development
rights to fewer Port properties. Under the proposed DDA, the Event Authority only has longterm development rights to Piers 30-32, 26, 28, and 29, while under the Host and Venue
Agreement, the Event Authority also had long-term development rights to Piers 19, 19 ½, 23,
and other short term venues, as well as non-exclusive repayment options. However, under the
proposed DDA, the Event Authority receives rent credits or participation rent from the Port for
up to 91 years after the Event, as discussed above.
Additionally, the proposed DDA contains a provision that allows the Port and the City to pay
directly for or purchase improvements that exceed $55 million if the Port and City exercise this
option within 180 days of the Port’s approval Event Authority’s scope of work. The Port has five
years to after completion of the infrastructure work to pay the purchase price for the
infrastructure work, but the purchase price increases by 11 percent per year. The Port can also
directly pay the contractors performing the infrastructure work. The value to the Port and the
City to exercise this option is unclear and depends on (a) the Port’s costs to borrow funds to pay
for the work; and (b) the Event Authority’s actual expenditures for the work and the amount of
rent credits owed to the Event Authority.
The City’s costs for hosting the Event may exceed (i) contributions from the
America’s Cup Organizing Committee (ACOC), and (ii) sales tax, hotel tax, and
other revenues generated by the Event
The City’s costs for hosting the 34th America’s Cup are estimated to be approximately
$51,670,810, as shown in Table 9 below. These costs include planning, environmental review,
lost rent and other Port expenses, City departments’ costs during the Event, and reimbursement
to regional transit agencies. As of the writing of this report, City department expenditures are
$3,576,298.
Memorandum of Agreement
The proposed resolution approves a Memorandum of Agreement (MOA) between the City and
the Event Authority, allocating the respective responsibilities of the City and the Event Authority
under the Mitigation Monitoring and Reporting Program. The Mitigation Monitoring and
Reporting Program contains measures to be performed by the City and Event Authority to
mitigate the environmental impacts of the Event and long term development projects. Under the
MOA, the City is responsible for all mitigation measures directed to the City and the Event
Authority is responsible for all mitigation measures directed to the Event Authority. In some
instances, mitigation measures are directed to both the City and the Event Authority.
Under the proposed DDA, the Event Authority is only reimbursed by the Port for mitigation
measures that result in improvements to Port property. These reimbursable costs of
approximately $700,000 are shown in Table 5 above.
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The MOA defines shared costs for (a) implementing shoreside power at Pier 70, for which
legislation is pending before the Board of Supervisors, (b) protection of recreational and natural
resources, including the National Park Service and the Recreation and Parks Department, and (c)
providing information to visiting boaters. Under the MOA, the City is responsible for the Pier 70
shoreside power project; reducing City vehicle emissions; providing traffic coordinators and
shuttle buses at Marina Green and National Park Service sites; and certain responsibilities for the
public safety plan, water and air traffic plan, and waste management plan. The City’s costs for
these responsibilities are included in City department, regional transit, and waste management
costs in Table 8 below.
Table 8
Estimated City Costs to Host the 34th America’s Cup
Cost Category
Costs to Plan Event, Including City Staff
Office of Economic and Workforce Development Project Management
Environmental Review under CEQA
National Environmental Policy Act Compliance
Permitting
City Attorney and Other Legal
Other Federal Legislation
Subtotal, Planning
Port Costs
Tenant Relocation
Lost Rent
Temporary Staffing, Security, Other
Subtotal, Port
Operational Fixed Costs
Event Insurance
Communications
Bicycle Plan
Subtotal, Operational Fixed Costs
Operational Variable Costs
Police
Fire
Emergency Medical Service
Muni
Parking and Traffic
Department of Public Works Clean Up
Reimbursement to Regional Transit
Waste Management
Subtotal, Operational Variable Costs
Total
Pier 27 Cruise Terminal General Fund Contribution
Total

Budget
$1,400,000
3,000,810
2,200,000
1,700,000
400,000
100,000
8,800,810
1,100,000
6,380,000
1,460,000
8,940,000
500,000
300,000
600,000
1,400,000
7,400,000
1,300,000
1,100,000
5,110,000
3,200,000
350,000
5,250,000
2,400,000
26,110,000
45,250,810
6,500,000
$51,750,810

Source: Port and OEWD
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The Environmental Impact Report estimated 5.4 million visitor days during the Event. The
Office of Economic and Workforce Development (OEWD) has estimated City costs for the
Event of $51,750,810, including City department, regional transit, and waste management costs
during the Event, based on the EIR estimate of 5.4 million visitor days. City department, regional
transit, and waste management variable costs of $26,110,000, shown in Table 9, could be less if
the Event has fewer than 5.4 million visitor days.
City costs of approximately $51,750,810 will be offset by (a) additional hotel tax, payroll tax,
sales tax, and parking tax revenues generated by 34th America’s Cup activities, of approximately
$22,034,929 15 and (b) potential contribution of $32 million from the ACOC over three years
under the Host and Venue Agreement. As shown below, the City will realize an estimated net
benefit from hosting the Event of $2,284,119 if the ACOC contributes the full $32 million,
which it has pledged to raise to offset the City’s costs, and the Event generates the expected level
of tax revenues. If the ACOC contributes only $8,000,000, which is the amount estimated by the
Controller to be currently available without further fundraising, the City will realize an estimated
net loss from hosting the Event of $21,715,881.
If ACOC
Contributes
$32,000,000
Estimated Sales Tax, Hotel Tax, and Other Revenues
ACOC Contribution
Total Revenues to Offset City Costs
Estimated City Costs
Surplus/(Deficit)

$22,034,929
32,000,000
54,034,929
(51,750,810)
$2,284,119

If ACOC
Contributes
$8,000,000
$22,034,929
8,000,000
30,034,929
(51,750,810)
($21,715,881)

The estimated loss of $21,715,881 compares to the Budget and Legislative Analyst’s estimates
of potential net loss to the City from hosting the Event in the December 13, 2010 report to the
Budget and Finance Committee of $11,959,846.
POLICY CONSIDERATIONS AND ALTERNATIVES
The proposed DDA should be revised to reduce the impact on the Port’s finances
while continuing to reimburse the Event Authority for their risk and costs to
improve Port properties
The proposed DDA should further cap the costs for Authority Infrastructure Work and
Additional Work for which the Event Authority will be reimbursed by the Port. For the Port to
retain Pier 29, the proposed DDA should be revised to limit reimbursement costs, as follows:

15

The Budget and Legislative Analyst’s November 18, 2010 memorandum to the Board of Supervisors provided a
range of tax revenue estimates, based on the number of race days and visitors, from a low of $17.3 million to a high
of $30.4 million. $22.0 million represents the base scenario, based on approximately 55 days of racing and 3.6
million visitor days.
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•

Under the proposed DDA, the Event Authority is reimbursed for Authority Infrastructure
Work and Additional Work based on actual expenditures. This provision should be revised to
require that reimbursement for Authority Infrastructure Work and Additional Work is based
on estimates provided by a third party engineer.

•

Estimated costs for approved seismic upgrades to Piers 30-32, to be performed as Authority
Infrastructure Work up to 10 years after the Event, are $32.1 million. The proposed DDA
should be revised to require that the Port report to the Board of Supervisors prior to the future
seismic upgrades to Piers 30-32 after the Event on the most fiscally effective options to
perform such work, including whether the work should be performed by the Event Authority
or the City. 16

Additionally, the proposed DDA should be revised to eliminate the provisions in which the Port
must pay participation rent of 50 percent up to 15 years after the termination of the 66-year
leases for Piers 30-32, and 26 and 28 in order to reimburse the Event Authority for Authority
Infrastructure Work and Additional Work that is not fully reimbursed by the respective leases.
The net present value of these provisions is negligible, but these provisions will impact the Port
up to 91 years into the future.
The Budget Analyst’s 2004 Management Audit Recommendation
According to the Budget Analyst’s 2004 Management Audit of the Port of San Francisco:
The Port enters into lease agreements that provide the developer a preferred return on equity
(of approximately 11 to 12 percent) to encourage developers to make substantial capital
investments in face of the large risks inherent in large, complex projects. Because the
developer receives the preferred return on equity before the Port participates in the project’s
surplus income, the Port’s financial return from the project is less certain….To reduce the
uncertainty in rental revenues to the Port from large development projects…. there should be
caps on the developer’s equity contribution for calculating the developer’s preferred return on
equity.

According to Port staff and as noted above, the proposed DDA limits the number of Port
properties for which the Event Authority has long-term development rights as reimbursement for
expenditures for Authority Infrastructure Work and Additional Work, The Port Commission, in
its December 16, 2011 approval action, approved Authority Infrastructure Work in an amount
not to exceed $75 million and spectator vessel dredging of $3.7 million. The Port should
continue to monitor proposed expenditures and the Board of Supervisors should consider
imposing a cap on the Event Authority’s total expenditures that are reimbursable by the Port.

16

For all proposed seismic work, the DDA requires the Event Authority to provide to the Port non-linear time
history seismic analysis of Piers 30-32, to be peer-reviewed by the Port’s consulting engineer. The Port’s engineer
must concur that the proposed upgrade meets, but does not substantially exceed, applicable code requirements, and
the Chief Harbor Engineer must determine that the proposed work complies with the Port Building Code, before the
work can proceed.

SAN FRANCISCO BOARD OF SUPERVISORS

BUDGET AND LEGISLATIVE ANALYST

4 & 5 – 26

BUDGET AND FINANCE COMMITTEE MEETING

FEBRUARY 22, 2012

The Port should participate in the proceeds for future sales or property transfers
The original Host and Venue Agreement allowed the Port to collect transfer fees (a) equal to 1
percent of the sale price for the resale of condominiums constructed on Seawall Lot 330, and (b)
15 percent of the net proceeds of each transfer or sublease of more than 55 percent of the Event
Authority’s interest in long-term leases from the Event Authority to other parties, excluding the
first transfer. These provisions do not significantly reduce the value of the Event Authority’s
investment in Port properties, are consistent with Port policy and industry standards, and would
provide a fair return to the Port. The proposed DDA should be revised to restore these
provisions.
The Event Authority should return short-term venues to the Port at the conclusion of the
Event, but retain Piers 26 and 28 during the interim period between expiration of the venue
leases and commencement of the longer term leases
The proposed DDA allows the Event Authority to retain use of Piers 19, 19 ½, 23, 29 and 29 ½
up to six months after the Event. The Event Authority does not have the right to longer term
leases for Piers 19, 19 ½, and 23, and should return these venues to the Port immediately after
the conclusion of the Event. This would reduce lost rent revenues to the Port, and reduce the
City’s potential General Fund reimbursement to the Port for lost rent revenues under the MOU
between the City and the Port (File 10-1564).
Piers 29 and 29 ½ should also be immediately returned to the Port at the conclusion of the Event
if the Event Authority does not incur Authority Infrastructure Work expenditures prior to the
Event in an amount sufficient to enter into the 10-year lease for Pier 29, discussed above and
shown in Table 6.
The proposed DDA allows the Event Authority to temporarily return 26 and 28 to the Port up to
10 years after the Event. If the Event Authority retains Piers 26 and 28, rent for these piers is
based on the Port’s parameter rents and will be offset by any rent credits owed to the Event
Authority for Authority Infrastructure Work performed prior to the Event and exceeding $55
million. Unless the Event Authority is not owed rent credits for Piers 26 and 28, and does not
intend to perform additional work to Piers 26 and 28 in order to obtain long-term development
rights, the Event Authority should retain Piers 26 and 28 during the interim period. Temporarily
transferring Piers 26 and 28 to the Port during the interim period potentially results in a loss of
rent to the Port, but requiring the Event Authority to retain Piers 26 and 28 during the interim
period does not harm the Event Authority, who has the option of renting the properties to other
tenants.
According to Port staff, the temporary transfer of Piers 30-32, which is used for parking, during
the interim period does not necessarily result in lost revenue to the Port.
The proposed DDA should escalate base rents for Piers 26 and 28, based on the CPI
Under the proposed DDA, initial base rent for Pier 29 of $6 per square foot per year is escalated
by the CPI to the start date of the lease, then indexed every 5 years.. The proposed DDA should
extend this provision, escalating initial base rents for Piers 26 and 28.
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The ACOC has not met its fundraising target of $12 million in the first year to
reimburse the City for a portion of the City’s costs
According to the Host and Venue Agreement:
The Committee (ACOC) will endeavor to raise up to $32 million over a three year period
from private sources, to reimburse the City for a portion of the City’s costs…and lost
revenues, and City expenditures required to meet its obligations…(including resources
from police, and public works departments, the Port, DPT and MTA). The Committee’s
fundraising targets for the three year period are $12 million for year one, and $10 million
for years two and three. The Committee will endeavor to meet its fundraising target of
$12 million for year one no later than seven working days after completion of the
environmental review pursuant to CEQA.

According to the Controller’s February 6, 2012 memorandum to the President of the Board of
Supervisors, the ACOC has not paid the City any portion of the $12 million in revenue that is
assumed in the City’s FY 2011-12 budget. According to the Controller, “Given reported and
projected ACOC expenditures and pledges received to date, it would appear that the ACOC will
be financially positioned to make a payment of approximately $8 million to the City during the
current fiscal year absent additional fundraising”.
Under the Host and Venue Agreement, the City may terminate the Agreement if the ACOC fails
to meet its year one fundraising target of $12 million by seven days after the completion of the
environmental review. The subject EIR was approved by the Board of Supervisors on January
24, 2012, resulting in a target date of January 31, 2012 to raise the $12 million.
The proposed DDA would waive the City’s termination rights
The proposed DDA includes a condition that all termination rights under Section 2 of the Host
and Venue Agreement are waived. This includes the City’s right to terminate the Host and Venue
Agreement if the ACOC (a) fails to meet its year one fundraising target of $12 million by
January 31, 2012, and (b) does not obtain a $32 million surety bond or other form of financial
security required by the Host and Venue Agreement.
According to Ms. Sakai, under Section 9.3 of the Host and Venue Agreement, the ACOC is
required to provide to the Event Authority a form of financial security satisfactory to the Event
Authority in the amount of $32 million, which was to protect the General Fund from liability by
providing the exclusive source for the Event Authority's recovery (other than insurance proceeds)
of any claims against the City for any alleged failure by the City to meet its obligations under the
Host Agreement. As of the January 31, 2012 deadline, the financial instrument was not in
place.
Mr. Mike Martin, America’s Cup Project Manager, Office of Economic and Workforce
Development, reports that ACOC has proposed to satisfy this requirement by providing the
Event Authority with an escrow account in combination with an insurance product, but that
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negotiations are ongoing as of the date of this report. Mr. Martin further reports that he has
communicated the City's expectation that these negotiations are to be concluded prior to Board
of Supervisors consideration of the Disposition and Development Agreement.

RECOMMENDATIONS
The Board of Supervisors should request the Executive Director of the Port to negotiate with the
Event Authority to revise the proposed DDA to:
•
•
•

•
•

•
•
•
•

For purposes of controlling the City’s costs, require that reimbursement for all Authority
Infrastructure Work and Additional Work is based on estimates provided by a third-party
engineer rather than on actual expenditures.
Require that the Port report to the Board of Supervisors prior to the future seismic upgrades
to Piers 30-32 after the Event on the most fiscally effective options to perform such work,
including whether the work should be performed by the Event Authority or the City.
Eliminate the provisions, not included in the Host and Venue Agreement, as previously
approved by the Board of Supervisors on December 14, 2010, in which the Port must pay
participation to the Event Authority of 50 percent on revenues from subsequent leases for
Piers 30-32 and Piers 26 and 28 up to 15 years after the termination of the 66-year leases and
return of Piers 30-32 and Piers 26 and 28 to the Port.
Impose a cap on the Event Authority’s total expenditures that are reimbursable by the Port.
Reinstate the provision, included in the Host and Venue Agreement, as previously approved
by the Board of Supervisors on December 14, 2010, to require (i) a transfer fee equal to 1
percent of the sale price for the resale of condominiums (after the initial sale) constructed on
Seawall Lot 330, and (ii) Port participation of 15 percent of the net proceeds of each transfer
or sublease of more than 55 percent of the Event Authority’s, or successor party’s, interest in
long-term leases from the Event Authority, or successor party, to other parties, excluding the
first transfer.
Require the return of short-term venues (Piers 19, 19 ½, 23, and 29 ½) to the Port
immediately after the conclusion of the Event.
Require the return of Pier 29 to the Port immediately after the conclusion of the Event if the
Event Authority’s Pre-Match Authority Infrastructure Work does not qualify for longer term
leases for Pier 29.
Require the Event Authority to retain Piers 26 and 28 unless the Event Authority’s Pre-Match
Authority Infrastructure Work or Deferred Additional Work does not qualify for longer term
leases for Piers 26 and 28.
Escalate the initial base rents for Piers 26 and 28 by the CPI prior to the start date of the
longer term leases.

Approval of the proposed resolutions (File 12-0127 and File 12-0128) is a policy matter for the
Board of Supervisors.
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