~ File No. 120128 » __Committee ltem No, 5
' ' - Board Iltem No.__ 5

S

COMMITTEEIBOARD OF S.UPERVISORS
- AGENDA PACKET CONTENTS LIST -

AN

Committee: Budget and Finance Cormmitiee " Date: February 22, 2012 _‘ :

Board of Supervisors Meeting' N o Date '5/%} /la |

2]
3
o
D
W
o
Q
=~
Q.

~ Mofion- -
Resolution
- Ordinance
- . Legislative Digest .. '
" Budget & Legislative Analyst Report
Ethics Form 126
_ Introduction Form (for hearings)
L DepartmentlAgency Cover Letter andlor Report
“MouU - .
" Grant Information Form
~ Grant Budget
Subcontract Budget
-Contract/Agreement
Award Letter’
WApplication

COOECOOXOOEOOR 9
)

COOoO00e

HER (Use back side if additional space is needed)
Su
[]
-
L
R
0
- Completed by:_Victor Yourg ,  Date: February 17, 2012 -
Comple_ted by.: Victor Younq' . . Date: ' 2~ 23~/2 ‘

An asterisked item represents the-cover sheet toa document that exceeds 25
- - pages. The complete document is in the file.

Packet Contenits Checklist ‘ ' . L . o .
. . . - 363 _ 5/16/01



Y

O A W N = O © ©® ~Nd® OGN W N =2 O ©O o ~N O DN oW N

Amended of the Whole
in Committee. 2/22/12

- | FILE NO. 120128 o . RESOLUTION NO.

[Resolution of Intention to Form Waterfront Infrastructure Financing District]

ReSolution of lnte_ntion to establish Infrastructure Fina_ncing District No. 2 for the .
City and County of San Francisco at the Port of San Francisco.

WHEREAS, California Statutes of 1968, Chapter 1333 (the “Burton Act’) and the

{iSan Francisco Charter Section 4.114 and B3.581 empower the San Francisco Port

_Commission with' the power and duty to use, conduct, operate ntaintain manage, .

regulate and control the lands within Port Commrssron junsdlctron and -

WHEREAS Under Government Code Sections 53395 et seq. (lFD L.aw), this |
Board of Supervrsors is authorized to establrsh an lnfrastructure financing district and
to act as the legislative body for an lnfrastructure t' inancing drstnct and,

'WHEREAS, More specifi cally, this Board of Supervisors is authorrzed to

_ estabhsh a “waterfront district” under Section 53395.8 of the IFD Law,_ rncludlng (a

waterfront district for 65 acres of waterfront land in the area near Pier 70 (a “Pier 70

| district”) for whioh there is a “Pier 70 enhanced financing plan” and (ii) a waterfront

district created as a “special waterfront district” and a “Port America’s Cup district”
under Section 53395.81; and, | o ‘}
.WHEREAS', Pursuant to Section 53395.8 of the IFD Law, a wate'rfront district

may be divided into project areas; and

WHEREAS Th|s Board of Supervisors wushes to establish a waterfront dlstrrct‘

llas descrlbed and for the pUrpOSES specrf led in thls Resolutron, now, th‘erefore, beit

RESOLVED, By the Board of Supervisors as follows: '
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1; - Authority. Thfs Board of Sup’ervisors 'proposes to conduct proceedings fo
estab{rsh an infrastructure ﬁnancmg district pursuant to the IFD Law, WhICh district shall
constrtute a waterfront dlstnct The waterfront drstnct shall include prOJect dreas as

|dentrﬁed by this Board of Supervrsors from time to trme one of Wthh is
lntended to constrtute a Pier 70 district (at the tlme authonzed by the IFD Law) and one
or more of which may constitute speCIaI waterfront d lstrlcts and, | |
| 2. .- Name of IFD. The name proposed for the mfrastructure fi nancrng dlstnct is |
“City and County of San Francisco Infrastructure Flnancmg Dlstrlct (IFD) No. 2 (Port of
San Francnsco) The names of the lnrtral proposed project areas are:
| a. PrOJect Area A (Seawall Lot 330) PrOJect Area A shall be a specral
waterfront dlstnct and a Port America’s Cup dlstrlct

b. PrOject Area B (Plers 30-32). PrOJect Area B shall be a spemal waterfront
district and a Port America's Cup district.

c. PrOJect Area C (Pler 28) PI’OjeCt Area C shall be a spe0|al waterfront
_ district and a Port Amerlca s Cup district. |

d. Pro;ect Area D (Pler 26) Pl‘OjeCt Area D- shall be a specral waterfront

dlstnct and a Port Amenca s Cup district.

- efg. - Project Area G (Pier 48). Project Area G shall be a waterfront district. - |
fgh. Project Area H (Pier 70). Project Area H is expected to be a Pier 70 district
and, may not be subject toa Pier 70.enhanced financing plan prior to January 1, 2014.

1

Mayor Lee _ T o o _ o ' ' Page2
BOARD OF SUP‘ERV]S‘ORS. L ) ‘ " - 22212012

365




| ghi. Project‘ Area | (Rincon Point—South Point'Project Aree). Unless the IFD ‘

' Law‘is amended to perrﬁit venues within theRincon Point—Sou’rh- Beach Project Area of
the Redevelo_pmen’r Agency of the City and County of San Fra_ncisco to be-included |n

| a special waterfront district, Project Area | shall not-conetitute a special waterfront
district. | B -

"\I'hevC-ity intends to establish addit_iooal project areas from time to time in compliance
with the IFD Law. o )

3. Boundaries ‘Described. The proposed bounder_ies of the IFD, including the
boundaries of the initial project areas within the lFD‘\, 'ar_e as shown on.the map of the
IFD on ﬁle_With the _Clerk of the Board of Supervisors, which boundaries“are.hereby
prel_iroinarily epproved and to which map reference is hereby made for further
par_ti.culers. | A _
‘4. Facllities. The type of 'puolio facilities p-roposed tobe ﬁoanced' by the IFD
-and pursua_n.t to the IFD Law shall consist of'thoée_ listed es facilities on Exhibit A
hereto and hereby i_ncorporafed in this Resolution (Faoilities). The Board of Supervisors_
" | hereby authorizes the Executive Director of the Port of San Francis'co'and_ any |
designee of such official to execute one or more agreements to acquire Facilities
financed by tﬁe'lFD V\rhich agreement(s) rnéy provide for the acquisit_ioo of d_iscrete
portlons or phases of faolhtles

S.. Incrementai Property Tax Revenue The Board of Supervrsors hereby
1| declares that, pursuant to the IFD Law, the lFD will use mcremental property tax
revenue from the Crty but none of the other affected taxing entities within the IF D

(exoept to the extent permitted by Section 53395.8(h) of the IFD Law) to ﬁnance the

| Facilities.

Mayor Lee
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6. Infrastructure Financing Plan.’The Executive Director. of the Port of San
Francisco is hereby directed to prepare an infrastructure financing plan (Infrastructure |
Financing Blan) for this Board of Supervi_sors that complies with the _requirernents-of '
the IFD Law. The Infrastructure Financing Plan- shall be a special waterfront district
enhanced ﬁnancrng plan, as defined i in the lFD Law, wrth respect to- Project Areas A B,
| CandD. This Board of Supervrsors reserves the right to establrsh enhanced fi nancrng
plans in the future with respect to other project areas wrthln the IFD. To the extent .
requrred by the lFD Law, the Executive Director of the Port shall cause the B
Infrastructure Frnancmg Plan to be sent to the San Francisco Plannrng Department and
o this Board. . _

7. _ Public Heafing. Thrs Board of Supervrsors wrll conduct a public hearrng
on the proposed establishment of the IFD in the Board of Superwsors Chambers 1 Dr.
_Carlton B. Goodlett Place, City Hall, San Francisco, California, ona date to be ’

i established by the Executlve Director of the Port in consultation with the Clerk of the
Board of Supervrsors

;8. . Notice of Publlc Heanng The Clerk of the Board of Superwsors is hereby
directed to cause notlce of the publrc heanng to be publlshed not less than once a
, week for four successrve weeks in a newspaper designated by this Board of
Supervrsors for the publlcatron of off cial notlces in the City. The notice shall state that
the IFD will be used fo ﬂnance Facrlrtles bneﬂy descrlbe the Facilities and the
-proposed fi nancral arrangements includlng the proposed commltment of lncremental
- tax revenue, describe the boundanes of the proposed IFD and state the day, hour, and
' place when and where any persons havmg any objections to the proposed
lnfrastructure Financing Plan, or the regularity of'a_n'y. of the prior proceedings, may
appear before this Board of Su-pe'n/isors and object to.the adoption of the proposed
‘ lnfrastructure Financing Plan by this _Board..

Mayorlee - B | ' " Page 4
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. 9-, Further Action._ The Clerk ot the Board of S'upervisors and all other of‘ﬁceré .

and agents of the City are hereby authorized 'and directed to take all actions necessary:
or advisable to give effect to the transactlons contemplated by this Resolution. |

10. No Obhgatlon This Resolution shall in no way obligate the Board of
Supervisors to e.stabll_sn the IF D.The estabhshment of the_l F D,. lncludlng the project .
.areas described above, shall be subject to the app'roval of this 'Board of Sdpervisors‘ by
ordinance /following the holding of the public hearing referred to aoove

11. Caln‘orma Environmental Quahty Act. This Board of Supervisors hereby
f nds that, pursuant to Title 14, California Code of Regulatlons Section 15378(b)(4)
' adoptlon of this Resolution and the estabhshment of the IFD are not * ‘projects” Under
the California Environmental Quality Act, be_cauee they do not involve any commitment
to a specific project tnat may result in a potentially sign'iﬁoant physical impact on'the

environment:

Mayor Lee )
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BUDGET AND FINANCE COMMITIEE l\/l_El:'l‘II\lG . ' FEBRUARY 22, 2012

ltems4and 5 ' Department ,
Files 12-0127 and 12:0128 - | Portof San Francisco ‘
(Continued from February 15, 2012) '| Office of Econemic and Workforce Development

: EXECUTIVE SUMMARY

Background

The 34™ Amierica’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 Clty in 2012
and 2013. On December 14, 2010, the Board of Supervisors approved the original 34 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 34™ America’s Cup-
" and related events (Event) in San Francisco. At the same time, the Board of Supervisors found
© the 34® America’s Cup Event to be ﬁscally feasible, as required by Admxmstratlve Code Chapter -
29 (File 10-1259). o .

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 ﬁlrther in this report.

San Fran01sco was selec_:ted as the host city for the 34 ® 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, proyide waterfront venues for the Event at
no cost to the Event Authority, and provide or facilitate the prov1s1on of certain services requlred

to hosta successﬁll Event :

The proposed Development and Dlsposmon Agreement (DDA) is sub_]ect 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 financin Tg
infrastructure and site - preparation work for certain Port properties in advance of the 34

. 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

Estlmated costs for Authority Inﬁ'astructure 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
Authorlty

SAN FRANCISCO BOARD GF SUPERVISORS _ : BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE COMMITTEE MEETING : ' ‘ FEBRUARY_ZZ, 2012

Under the proposed DDA, the Porf will also reimburse the Event Authonty 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 Infrastructire 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

~ Supetvisors 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 %, Pier 23, and Pier 29.' Piers 19, 19 ¥, 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 expend.ltures 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,
whlch could result in an estrmated net loss to the City of np to $21,715,881.

The City’s costs for hosting the 34th America’s Cup are estunated 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 Legrslatrve Analyst’s December 13, 2010 report to the Board of Supervisors
Budget and Finance Commlttee on the fiscal feasibility of the 34™ America’s Cup project (File
10-1259). The City’s estimated costs for hostmg the Event of $51,750,810 are based on an

estunated 5.4 million visitor days

» The estlmated C1ty costs of $51 750 810 will be offset, by (a) additional Hotel Tax, Payroll Tax,

Sales Tax, and Parkmg Tax revenues generated by the 34™ America’s Cup activities, of an -
estimated $22,034,929 2 and (b) the potential contribution of $32,000,000 frorn the ACOC over

three years as specified in the Host and Venue Agreement

As shown in the table below, the City will realize an estlrnated 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

! Although Piers 27 and 80 were short term venues but were subject to limitations due to the construction of the
Cruise Termirial on Pier 27 and the Port’s breakbulk cargo operations on Pier 80. Under the modified Host and

Venue Agreement, the City had sole chscretlon over long term leases for Piers 19 and 19 ) a.nd Pier 23 but not over

a long term lease for Pier 29.
% The Budget and Legislative Analyst’s November 18, 2010 memorandum to the Board of Supervisors provrded a

range of tax revenue estimates, based on the number of race days and visitors; from a low of $17.3 million to 2 high
of $30.4 million. $22.0 million represents the base'scenario, based on approxrmately 55 days of racing and 3.6

million visitor days.

SAN FR.ANCISCO BOARD OF SUPERVISORS ' - : BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE COMMITTEE MEETING ' o : FEBRUARY 22, 2012

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 w111 incur an estimated net loss from hostmg 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 :

"IFACOC © = IfACOC

- Contributes ©~  Contributes

. . $32,000,000 $8,000,000
 Bstimated Sales Tax, Hotel Tax, and Other Revenues - $22,034,929 $22,034,929
- ACOC Contribution _ 132,000,000 8,000,000
Total Revenues to Offset City Costs . A ’ 54,034,929 . 30,034,929
Estimated City Costs -~~~ o - (51,750,810)  © -(51,750,810)
Suplus/(Deficif) .+ . C - $2,284,119 .($21'715 881)

The estimated loss of '$21,715,881 compares to the Budget and Leglslatwe Analyst’s pnor
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 Agreernent if the ACOC faﬂs
~ 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 B‘udget and Legislative Analysf '

| The Board of. Superv1sors should request the Executive Director of the Port to negotlate with the
Event Authority to revise the proposed DDA to: .

. For purposes of controlling the City’s costs; require that reimbursement for-all Authonty .
Infrastructure Work and Additional Work is based on estimates prov1ded by a th]rd—party
engineer rather than on actual expenditures. ,

s ‘Require that the Port report to the Board of Superv1sors 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.

" o FEliminate 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 relmbursable by the Port

SAN FRANCISCO BOARD OF SUPERVISORS L - " BUDGET AND LEGISLATIVE ANALYsT
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BUDGET AND FINANCE COMMITTEE MEETING - . . FEBRUARY 22,2012

» Reinstate the provision, moluded in the Host and Venue Agreement, as prev1ously approved
by the Board of Superv1sors 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 Authonty, or successor party, to other parties, excluding the
first transfer..

o Require the return of short-term venues (Piers 19, 19 %, 23 and 29 1/z) to the Port

. immediately after the conclusion of the Event. '

e - Require the return of Pier 29 to the Port immediately aﬁer the conclusion of the Event 1f the
Event Authority’s Pre-Match Authonty Infrastructure Work does not quahfy 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 Addltlonal Work does not quahfy for Ionger term
leases for Piers 26 and 28.

e Escalate the initial base rents for Piers 26 and 28 by the CPI pnor to'the start date-of the -

' longer term leases. . :

Approval of the proposed resolutions. (Flle 12- 0127 and Fﬂe 12- 0128) isa pohcy matter for the
Board of Superv1sors .

SANF RANCISCO BOARD OF SUPERVISORS ' ' . BUDGET AND LEGISLATIVE ANALYST
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MANDATE STATEMENT

Sectlon 9.118 of the San Francisco Cha.rter requlres Board of Superv1sors 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 SuperVLSors approval. -
The Disposition and Development Agreement is an amendment to the 34™ America’s Cup Host
and Venue Agreement, Wl:uch requ1res Board of Superwsors approval under Sectlon 9.118.

' BACKGROUND

The 34™ 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. \ , : i

On December 14, 2010, the Board of -Supervisors approved the original 34™ America’s Cup
Host and Venue Agreement between the America’s Cup Event Authority (“Event Author11.y’ ),
the America’s Cup Organizing Committee (ACOC), and the City, to host the 34™ 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.34™ 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 obhgated 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 prov151on of certain services required to host a
successful Event. - »

On March 16, 2011, the Board of Supervisors approved a rtesolution (File 10 1564), which .
approved a Memorandum of Understanding (MOU) between the City and the Port, authorizing
- Genetal Fund support to replace lost Port revenues due to the Event. Under the proposed MOU,
the City agreed to reimburse the Port apprommately $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, mcludmg the est1maied $6 38 million in General Fund
‘monies, as discussed further below .

On December 15, 2011, the Planning Commission cernﬁed the ﬁnal Envuonmental Impact -
Report (EIR) for the 34th America’s Cup, Pier 27 Cruise Terminal, and Northeast Wharf Plaza
pro;ects On December 16, 2011, the Port Commission approved the proposed Disposition and

SAN FRANCISCO BOARD OF SUPERVISORS . - BUDGET AND LEGISLATI\lE ANALYST
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E Development Agreement (DDA) between the City, actmg by and through the Port Comm1ss1on,
and the Event Authority. _ :

On Ianuary 24, 2012, the Board of Superv1sors heard the appeal to the E]R, and upheld the
Planning Comrmssmn 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 regardmg 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 rat1fy prior actions consistent wrth 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 Wlll submrt the financing plan for each project area 1n'

future legslatlon , _ _ , - -

The proposed DDA provides more specific, and in some mstances 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 propert1es in exchange for
the: Event Authority’s financing infrastructure and site- preparatlon work' for certain Port
properties .in advance of the 34™ 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 or1gma1 and modlﬁed Host and
Venue Agreements and the proposed DDA | ,

‘Board of Supervrsors approval of the proposed DDA is requlred because it replaces Sections 5, -
6, 7, and 15 of the Host and Venue Agreement, as modified. These sectlons addressed: '

(a) The venue leases between the Port and Event Authorlty, 7

(b) Infrastructure work to be performed by the Port or the Event Authonty for the Event
(c) The Event Authorrty s long term development rights; and -

@ Indemmty.

Event Venues

SANFRANCISCO BOARD OF SUPERVISORS . " BUDGET AND LEGISLATIVE ANALYST
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The proposed DDA defines the venues that the City must make available to the Event Authority
for the 34™ 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
aﬁer the Board of Superv1sors final declslon on the proposed DDA.

Short term - venues

_ The Evernt Authority will have exclusive and non-exclusive use of the short term venues, which
include Piers 19 and 19 %, 23, 27, 29 and 29 Y%, and 80. The Event Authorlty 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:

s Pier 27, for whrch the Event Authonty 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 Authonty s consent. ,

) Pier 80, for whlch the Event Authonty will have exclusrve and non—excluswe 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 w111 continue its maritime operatmns along
Pier 80 :

Long term venues

The Event Authority has exclusive use of Piers 26, 28, 30- 32, and Seawall Lot 330 for variable -
perlods 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 nnprovernents as discussed below '

“Table 1 below compares the short term and long term venues eontalned in the Host and Venue_
Agreement and the proposed DDA. : -

Nt
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‘Table1
- . Shortand Long Term Venues
Comparison of the Host and Venue Agreement as Modified, and the Proposed DDA

Host and Venue Agreement
"Short Term Venues )
Piers 19 and 19 1%, 23, 27, 29, 80

‘ Brannan Street Wharf

- Water areas surrounding:
Piers 14 -22 %
Piers 32-38

Long Term Venues >

Proposed DDA
Short Term Venues *
Piers 19, 19 1,23, 27, 29, 80
Adds: Pier 29 2

Brannan Street Wharf

Water aréas surrounding:

Pier 14 North and South

Pier 32 o the edge of Pier 38

.| Pier 9 (subject to termination or

| renegotiation of existing tenancies)

| Long Term Venues *

Pier 26 | Pier 26
Pier 28 Pier 28
- Pier 29°
Piers 30-32 Piers 30-32
Seawall Lot 330 ‘| Seawall Lot 330

! Short term venues: Event Authority has exclusive and non-exclusive use up to six months after

the final series of races.

%L ong term venues:; Event Authorlty has exclusive use for variable peno ds from Spring 2012 up
to six months after the final series of races. Event Authority would (z) have the option of 66-year
leases for Piers 26, 28 and'30-32, and (b) receive title for Seawall 330, as dlscussed in detail

" below.’

Infrastructure Work to be Performed by the Port and Event Authorlty

Port Infrastructure Work

The propoSed DDA requires the following infrastructure work to be performed by the Port:

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

. Constraction of Brannan Street Wharf by no later than June 30, 2013. The Port has entered
inito an agreement W1th a contractor for this purpose. ’

. Relocate Pier 27 shoreside power®. The Port has entered into an agreement for this purpose. . /
Although this is a Port obligation, the proposed DDA requ1res the Event Authority to payup .
to $2 million for shoreSIde power relocation. '

3 The Event Authority has long term development rights to P1er 29if thxs s1te is necessary to relmburse investments,

as noted below
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i

e 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.

. Completmn 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

, exped1ted construction, w1tl1 relmbursement as part of Authority Infrastructure Work.

" Infrastructure Work to be Performed by the Event Authority

Under the proposed DDA, the Event Authonty 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 1mprovements to Port properties after the Event (“Deferred
Authority Inffastructure Work”). Infrastructure improvements to Port _properties made by the
- Event Authority are fully. reimbursable by the Port through the grantmg of long term leases and
development rights to the Event Authonty

-The Event Authority’s mﬁ'astructure obllganons under the proposed DDA are class1ﬁed as:
. Pre-Match Authonty Infrastructure Work _ -
. Dredgmg for spectator vessels prior to the Event (con51dered to be “Addltlonal Work”)

e Deferred Authonty Inﬁ‘astructure ‘Work to Piers 30-32 performed up to ten years after the
~Event; and . .

. ‘Deferred Add1t10nal Work to Piers 26 and 28 performed up to ten years after the Event.

. Pre—Match Authorlty l_nfrastructure Work and Dredgmg for Spectator Vessels prior to Event

The proposed DDA requ1res 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 re1mbursement
~ mechanisms. Pre-Match Authonty Infrastructure" Work mcludes :

. Improvements to P1ers 30-32, mcludmg p11e replacements substructure strengthemng (which.
may includé seismic strengthening) and deck repairs necessary to use the venue for the
Event, consistent W1th 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 repalrs ‘which were not spec1f1cally included i in the Host
and Venue Agreement.

7 "# Cruise ships can connect to shoreside power at Pier 27, usirig electnclty generated by the Pubhc Utilities
Commxssmn, rather than generate power on ship using diesel or other generators
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. Upto $2 mllhon payment to the Port for relocation of Pier 27 shoresrde power

‘e Pile replacement, substructure strengthening, deck repairs, or superstructure strengthenmg or
other improvements deemed necessary for the Event by the Event Authority at its d1scretron
This Work must be pre—approved by the Port and is fully rexrnbursable

» Dredgingto aocommodat,e_ the races and the racing boats (the ‘regatta’ ).

~ In addition, the Pre-Match scope of work under the prop05ed 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 % 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 Infrastricture
- Work, which was not specifically listed in the Host and Venue Agreement, including:

e Improvements to Port-property imposed as a regulatory condition of approval by the Bay
Conservation and Development Commission (BCDC) or other non—Clty agenc1es

"~ « Mitigation measures, Whrch result in mrprovements 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 accordanoe with the California

Envrronmental Quahty Act (CEQA).

. Pler 29 substructure repairs.” According to Port staff, in the course of due diligence
inspection, several plhngs were found to be deteriorated or mlssmg, requiring repalrs prior to

‘the Event.

Deferred Authontv Inﬁ'astrueture Work and Additional Work to be Performed bv the Event
Authority after the Event

~ The proposed DDA provrdes for:

. Deferred Authorlty Infrastructure Work for Piers 30- 32 determmed by the Event Authority
to not be necessary to complete priorto 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 grantlng of long term leases developrnent rights, and other reimbursement mechanisms. -

e 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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Infrastructme Work, and excluded when consrdermg the Event Authonty S post -Match
_ mvestment at Piers 26 and 28.° -

" Table 2 compares the proposed DDA and Host and Venue Agreement requn'ements for.
infrastructure work to be performed by the Port and the Event Authority. '

Table 2
: Event Authority and Port Infrastructure Work
Comparrson of the Host and Venue Agreement as Modlﬁed and the Proposed DDA

Host and Venue Agreement N Proposed DDA
Port Work o ", { 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

Adds: demolition of Pier 27 shed
Authority Infrastructure Work prlor to Event Authority Infrastructure Work Drior to Event

Piers 30-32 pﬂes subsn'ucture decks Same
| Demolish portions of Pier. 27 and P1er 29 mcludmg Removes: demolition of portions ofPrer 27 shed
Pier 27 shed - Adds: repau' of Pier 29 substructure
Payment of $2 million for P1er 27 shores1de power :
Same
relocatlon

Adds: BCDC and oﬂ1er non-City regulatory
conditions of approval, resulting in lmprovements to
Port property

Adds: CEQA Mitigation Momtonng and Repornng 1
Program, , resulting in improvements to Port
property,

~Other work"required to host the Event

Dredging and pier improvements to accommodate
‘the regattas . .
‘| Other repaJrs to Event venues with the Port's

permission, excludmg marinas; may mclude Piers 26 | Same -
' and 28

Same

_ Dredgmg 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

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

5

5 Although the proposed DDA provrdes for mi'rastructure 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 expend.rtures of at least $55 million prior to the Event, the proposed scope of work to be performed by the
Event Authority pnor to the Event does not include infrastructure improvements to Piers 26 and 28
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Table 2 (contlnued)
: Event Authority and Port Infrastructure Work
Comparxson 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
1 Repair, replace, and miprove Piers 26 and 28 ' Same » '
Additional Work to Piers 26 and 28 counted toward '
$55 million Authority Infrastructure Work if Same’

conducted before Event o
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 o5 Allows Piers 30-32 work to be deferred upto 10
years | | years

Allows Piers 26 and 28 work to be deferred upto 10 | Same

years :

‘Long Term Leases and Developrnent Rights

The proposed DDA gives the Event Authorlty long—term development rlghts to Port property in
exchange for making infrastructure investments to Port propertles 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 Authorlty 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:

e ‘Enter into a rent-free 66-year lease with the Event Authority for P1ers 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.® The final lease will be subject to Board of .
Supervisors approval under Charter Seet1on 9.118. . :

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

EI

® 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 con51der the ﬁnancml goals.of the project pnor to approval of

the final lease
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approval of the forrriatibn_ of the infrastructure financing district (see below) to the Board of
. Supervisors for approval prior to September 30, 2012.7 : Lo

Tf 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: ‘ R : .

(a) Inﬁ'ast_ruéttire financing districf tai.{-inqrement _bond procgeds for these specific sites; .
.(b) 10 yéaf leases for Piers 26_ana 28 with rent crc;dits; |

(c) 10 yé'ar‘ lease for Pier.29 with rent credits; |
(d) 6v6-year lease for Pier 29 with rent credits; and

. (&) Participation of 50 percent of the proceeds ofa subsequeﬁt. 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 %, Pier 23, and Pier
29.% Piers 19, 19 %, and 23 were subsequently removed as long-term lease sites under the
proposed DDA. ' - L ' ‘

. 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. ' C
® Although Piers 27 and 80 were short term verues 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 % and Pier 23 but not over
a long term lease for Pier 29. ' o ' - '
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Table 3
Development and Transfer Rights: Pre-Match Authority Infrastructare Work.
Companson of the Host and Venue Agreement as Modified, and the Proposed DDA

Host and Venue Agreement
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 Authonty Infrastructure
Work

‘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 nvestment

‘| 'in Authority Infrastructure Work and A dditional Work
in excess of $55 million, the balancing options are:

() reduce the scope of work,
®) receive_increaéed rent credits,

{(c) revise the financial terms of the long-term leases
subject to Port approval,

(d) obtain long-term Jeases for some of the short-term.
venues (to which rent credits would apply),

(e) obtzin 66-year leases for Piers 26 and 28 without
performing the required infrastructure work
(estimated at $15 million and $10 million
respectwely) 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

Proposed DDA
Piers 30-32 and Seawall Lot 330

Same © -

| Authérity 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 ﬁna.ncmg district for Piers 30-32 and
Seawall Lot 330°,

() short-term Jeases 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,

(c) short-term lease up to 10 years for Pier 28 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, a.nd

(e) If needed to reimburse the Event Authonty,
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 nghts for Deferred Additional Work to Piers 26 and 28

~ Under the proposed DDA, if the Event Authority performs Deferred Addltlonal 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.

® The Port eshmates that the tax-increment bonds would be issued in approxn'nately 2021.
' The Port Comnussmn annually approves a schedule of rents (parameter rents) for each type ¢f Port property and

use.

SAN FR:’.ANCISCO BOARD OF SUPERVISORS

BUDGET AND LEGISLATIVE ANALYST

4&5-14

382




~ BUDGET AND FINANCE COMMITTEE MEETING - : ‘ FEBRUARY 22,2012

If rent credits for the 66-year leases for Piers 26 and 28 are not sufﬁclent to relmburse the Event
Authority for Deferred Additional Work, the Port will rclmburse the Event Authority in the
' followmg order of priority:

(a) Infrastructure financing district tax-mcrement bonds for thesc spec1ﬁc sites;
®) H15tonc preservatlon tax credits for these specific sites;

. (¢) Marina leases for potential marina developments at Pler 54, Brannan Street Open Water
Basin, or other locatlens (see below); and

-(d) If necessary to reimburse the Event Authonty for Deferred Additional Work, part1c1pat10n 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. :

Pxer 54 and Marina Rent Credxts

Under the proposed DDA, the Event Authonty has cond1t10na1 rights to rent credits for marinas -
to be located at Pier 54 and Brannan Street Open Water Basin, or another locat1on 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 -
subsTIucturc repairs or improvements may only be used for a marina lcase at Pier 54.
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’

Table 4 :
o Development Rights: Piers 26 and 28 and Marinas
Comparison of the Host and Venue Agreement and the Proposed DDA

" Host and Venue Agreement . Proposed DDA .
Piers 26 and 28 . .. | Piers26and 28 :

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

Event Authonty reimbursed for Additional Work - :
through rent credits - Same

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

Same

Same

Adds: 50 percent participation rent payable by the

Addiﬁonal Worlg would be ciedited to the Event | Port to the Event Authority up to 15 years after the
Authority through (a) rent credits, (b) infrastructure | termination of the 66-year lease for Piers 26 and 28,
district financing, (c) historic preservation tax =~ - or at the Port’s election, a funding source to
credits, and (d) rent credits for proposed marinas -rehabilitite historic resources at- these site with an

. C equal value-
Piers 26 and 28 ' - | Piers 26 and 28
Long-term leases and development rights to Piers R o o :
19, 23, and 29, and other short term venues, . Removes: development rights for all piers other than

including, with some 'éx_cepﬁons, Piers 27 and 80, in | Piers 26 and 28 and marina leases, including - Piers "
exchange for the Event Authority’s investment in - 19-19 %,and 23
Authority Infrastructure Work or Additional Work

‘Marinas o ' | Marinas
o ; . o - ' Exclusive negotiating agreements for long-term
Exclusive negotiating agreements for long-term marina leases for Pier 54 and B an Street Open

marina leases in the areas between Piers 14 and 22 . . .

‘Water Basin; Pier 54 substructure repair costs, and
V%, and between Piers 30-32 and Pier 38; dredgmg dredging costs reimbursed through mp 12 lease rent
costs relmbursed through rent credlts | credits at Pier 54 o nly

_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 ofSupervisors on December 14, 2010, the Port.
participated in 15 percent of the net proceeds of each assignment of the long-term lcases after the

first ass1gnmcnt
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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 throngh an appraisal process. The modified Host and Venue Agreement
and proposed DDA establish starting rents based on negotiated rates, as follows: . ’

e $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
* ptior to the Event. L . . S '

» $6 per square foot per year of gross Bliild‘ing ‘area' for all other piers with ldng-term,'ieasés. .
- 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. o

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. CPL No other leases covered
under the proposed DDA provide for indexing base rents to the CP1 if the lease commencement
date is delayed up to ten years. . ‘ S

- If applicable, rents in the 66-year leases for Piers 26, 28, and 29 are édjusted to fair market réntal -+

rates after 30 years or once rent credits have been fully applied, whichever is later. 7
" Also, under the proposed DDA and consistent with the modified Host and Venue Agreement:

o 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 Veriue 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. . - - ' S '

~ 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. - ' : o
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Rent during the interim'period is:
o $910,225, adjusted by annual CPI increases,. for Piers 30-32; and
“» The Port’s then-effective Iparameter rental rate for pier warehouse sheds for Piers 26 and 28.

During the interim period of up tq 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.

. Transferrmg Long Term Sites to the City

Under the proposed DDA, con51stent with the modified Host and Venue Ag'reement 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 Authorxty requests the return. :

This pr0v151on was not mcluded 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 otherw15e have received

from the Event Authonty
lnfrastructure Fi'nanc-i.ng‘ and Community Facilities Districts

The Host and Venue Agreement and proposed DDA require creation of mﬁastructure financing
districts to issue tax increment!! bonds that will reimburse the Port and: the Event Authority for
(2) 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 firture legislation to the Board of Supervisors to approve financing plans for each project
area. : : _

. "' Tax increment is the i increase in Property Tax due to the development of Plers 30 32 and Seawall Lot 33 0
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The Host and Venue Agreement and proposed DDA obhgate 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 34% Amenca s Cup, and the C1ty and the
*- Golden Gate Yacht Club enter into a new host and venue agreement to host the 35% Amerlca ]
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 termiinate 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 :

Indemmty

Sectlon 15 of the Host and Venue Agreement provided for the C1ty 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 o

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 m Sectlon 2.7 of the DDA, are st111 under review and -subject to
further negotiations.

FISCAL IMPACT

The proposed DDA does not suf‘r" c:ently cap the Event Authority’s reimbursable ;
costs for Authority Infrastructure Work or Additional Work. As a- result, the Port
could potentlally relmburse the Event Authority for such costs up to 91° years

after the Event A :
Authority Infrastructure Work |

Estimated CostS ’

Estmated costs for Authorlty Inﬁ'astructure Work and Add1t10na1 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 ongmal Host and.
Venue Agreement, as shown in Table 5 below :
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Table 5

Pre—Match Authorrty Infrastructure Work, Dredging for Spectator Vessels ‘and Deferred
Authorrty Infrastructure Work :

Host and
Venue Proposed . :
_ - ' - Agreement |- DDA Increase
Pre-Match Authority Infrastructure Work ‘
Piers 30-32 infrastructure repairs and seismic upgrades | = Atleast $59,400,000
Demolition of portions of Pier 27 and 29 $55,000,000, n/a
Piers 19, 23, 27 and 29 improvements as necessary ' including' 1,850,000
. . $2,000,000
for Pier 27
. : shoreside .
Pier 27 shoreside power relocation power 2,000,000 :
Subtotal ‘ ' 55,000,000 63,250,000 | = . 8,250,000
BCDC and other regulatory conditions of approval ' 0| 5;200,000 »
CEQA Mitigation Monitoring, and Reporting Program 0 700,000
Piers 32-36 dredging for regattas . 0 2,500,000
Fees, permitting, contingencies, desrgu, engmeenng 0 3.856.250

Subtotal ; | 12,256,250 12,256,250
Subtotal Pre-Match Authonty Infrastructure Work 55,000,000 75,506,250 20,506,250

Dredging for Spectator Vessels
Pier 9, Piers 14 North and South, Pier 28 South, and

portrons of Piers 32-38 Basin dredging for spectator o :
vessels | 0 . 3,700,000

‘Subtotal Dredging - -0 3,700,000 ! 3,700,000 {
Pre-Match Authority Infrastructure Work/ Dredgmg 55,000,000 79,206,250 24,206,250

Estimated Authority Infrastructure Work after the Event

Seismic upgrades to Piers 30-32 1 0 32,100,000' 32,100,000
Deferred Authority Infrastructure Work ' " 32,100,000 32,100,000
Total o , N $55,000,000 | $111, 306 250 | - 56,306,250

Accordmg 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 Superv1sors on December 14, 2012.

e Seismic piles -and joints to P1ers 30-32 prior to the Event; transfer of respons1b111ty for
demolishing the Pier 27 shed from the Event Authority to the Port; and substructure
improvements to Pier 29 ($8,250,000); o

. 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 exphcrﬂy prov1ded for in the prev1ously approved Agreement ($12,256,250);

e Dredging for spectator vessels, which. acoordmg to Port staff would result i in long term
' benefits to the Port through development of new marina leases (see “Pier 54 and Marma Rent -
Credits” above) ($3 700 ,000); and o

-~
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» Future ‘seiismic upgrades to Piers -30-32 to accommodate the Event Authority’s loug-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 ongmal 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 apphcable 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. :

- Reimbursemerit

The Port will reimburse the Event Authority for Pre-Match Authonty Inﬁas’u'ucture Work of
$55,000,000 through the 66-year rent free Jease 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

percert per year. . : ‘ :

Table 6

Relmbursement to Event Authorlty for Authority Infrastructure Work and Deferred
Authority Infrastructure Work N

_ : : .. Net Present Value™
66-Year Lease for Piers 30-32 (rent free) - , ' $31,000,000
Transfer of Title to Seawa]l Lot330 - o . : ' 24,000,000
Subtotal . ' . N 55,000,000
Infrastructure Fmancmg District Bond Proceeds . : : 10,400,000
10-Year Lease Piers 26 and 28 (rent credits) o _ 11,000,000
-10-Year Lease Pier 29 (rent credits) . R - . 4,700,000
66-Year Lease for Pier 29 (rent credits) o _ 7,600,000
Subtotal - ) : . 33,700,000
Total ' - a .- - $88,700,000

. If the value of the Pre—Match Authonty Infrastructure Work, and Deferred Authonty :
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 Authorlty up to 15
years after the termmatlon of the 66-yea.r lease and return of Piers 30-32 to the Port.'?

12 Net present value discounts lease payments in future years to reflect the tlme 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 Piets 26 and 28, defined as
Addmonal Work, the expenditures for this work would be included.
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- The Port’s Opportumty Costs

' The long term Ieases for Piers 26, 28, and 29 result in opportumty costs of approxunately :
$5,400,000™ to the Port because the value of the rent credits to reimburse the Event Authority
are less than the rents tha‘t the Port would otherwise‘ receive from Piers 26, 28, and 29.

‘Deferred Additional Work to Plers 26 and 28

The proposed DDA grants the Event Authonty 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 Event1 the approved scope
of work for the Event does not currently mclude this work. L

Table 7
Relmbursement to-Event Authonty for Addltlonal Work
Net Present Value
66-Year Leases Piers 26 and 28 (rent credits) - $15,100,000
Infrastructure Financing District Bond Proceeds : ) . 3,700,000
.| Historic Preservation Tax Credits : - ) 20,000,000
_ Tbtal L . ] _ $38, 800 000

If the value of the Add1trona1 Work performed is greater than the value of the rent credits and
other reimbursements,sh own 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, rennbursable by
rent credits and other reimbursement mechanisms, at 11 percent per year.

No-Fault Termmatron 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 avallable

(2) Insurance proceeds, including any FEMA (Federal Emergency Management Aet) funds;
® lO-yea.r (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 credlts are exhausted

or 30 years; and
@ Portlon of mfrastructure d1strrct ﬁnancmg proceeds from future development of Piers 30-32.

“_Net present value of the dlﬁ'e_rence between the value of the rent credits over 76 years (10 year leases plus 66 year
lezse) and the rents that the Port would otherwise have received.
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Lmuts on Relmbursement 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 long- -
term 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 %, 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 pa1‘t101pat10n rent from the Port for
- up to 91 years after the Event, as discussed above. ,

Addltlonally, 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 P ort 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 expendltures for the work and the amount of
 rent credits owed to the Event Authonty :

The Clty’s costs for hostmg the Event may exceed () contrlbutlons from the
Amerlca s Cup Organizing Committee (ACOC), and (ii) sales tax, hotel tax, and
" otherrevenues generated by the Event

The C1ty s costs for hosting the 34% America’s Cup are estlmated to be apprommately
$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 reporg Clty department expend1tures are
$3,5 76 298.

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
Authonty is responsible for all mitigation measures directed to the Event Authority. In some '
_ instances, mxtlgatlon measures are directed to both the City and the Event Authonty '

Under the proposed DDA, the. Event Authority is only reimbursed by the Port for mmgatlon

measures that result in improvements to Port property. These- rexmbursable 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. - : '

: N Table 8 _ . )
Estimated City Costs to Host the 34™ America’s Cup
c Cost Category ' o Budget
Costs to Plan Event, Including City Staff o S g
Office of Economic and Workforce Development Project Management | $1,400,000
Environmental Review under CEQA . o 3,000,810
National Environmental Policy Act Compliance. 2,200,000
| Permitting . o ‘ 1,700,000
City Attorney and Other Legal 400,000
Other Federal Legislation 100,000
| Subtotal, Planning 8,800,810
Port Costs
‘Tenant Relocation _ . 1,100,000
LostRent =~ - 6,380,000
Temporary Staffing, Security, Othe: - 1,460,000
Subiotal, Port . 8,940,000
Operational Fixed Costs - C _
Event Insurance 500,000
Communications 300,000
Bicycle Plan 600,000
Subtotal, Operational Fixed Costs 1,400,000
Operational Variable Costs
Police : 7,400,000
Fire ‘ ; 1,300,000
Emergency Medical Service 1,100,000
Muni . 5,110,000
Parking and Traffic - _ 3,200,000
Department of Public Works Clean Up 350,000
Reimbursement to Regional Transit’ 5,250,000
Waste Management . : 2,400,000
Subtotal, Operational Variable Costs ' L . 26,110,000
Total - . - . 45,250,810
Pier 27 Cruise Terminal General Fund Contribution ) : 6,500,000
Total ' - : ' - $51,750,810
Source: Port and OEWD ’
SAN FRANCISCO BOARD OF SUPERVISORS . . BUDGET AND LEGISLATIVE ANALYST

4&5-24

392



BUDGET AND FINANCE COMMITTEE MEETING - - k . FEBRUARY 22, '201 2

The Environmental Impact Report- estimated 5.4 Imlhon v181tor days dunng the Event. ‘The
Office of Economic and Workforce Development (QEWD) 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 Vlsrtor days.

City costs of approximately $51,750, 810 will be offsct by (2) addltlonal hotel tax, payroll tax,
sales tax; and garkmg tax revenues generated by 34% America’s Cup activities, of apprOXJmater
$22,034,929 *° 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 milljon,
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 C1ty will realize an estimated
net loss from hosting the Event of $21,715,881. :

FACOC  HACOC

I Contributes ~ - Contributes =~
. - i : . $32,000,000 $8,000,000
Estlmaied Sales Tax, Hotel Tax, and Other Revenues S $22,034,929 $22,034,929
ACOC Contribution o 32,000,000 - 8,000,000 -
Total Revenues to Offset City Costs. T 54,034,929 30,034,929
Estimated City Costs . R o (51,750,810) . (51,750,810)
Surplus/(Deficit) -~ _ o _ $2,284,119 ($21,715,881)

| The estimated loss of $21,715,881 compares to ;che Budgét and Legislative Analyst’s estimates °
of potential net loss to the City ffom hosting the Event i in the Decembcr 13 2010 report to the
Budget and Finance Comm1ttee of $11 959,846, _

POLICY CONSIDERATIONS AND ALTERNATIVES -

l_'.l'he proposed DDA should be revised to reduce the impact on the Port’s finances
while contlnumg to reimburse the Event Authority for their risk and costs to
lmprove Port properties :

The propos-ed -DDA shouid further cap the costs for Authority Infrastructure I' Wofk 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:

'> The Budget and Legislative Analyst s November 18, 2010 memorandum to the Board of Supervisors prcvxded 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 mllhon represents the base scenano based on approx_tmately 55 days of racing and 3.6
million visitor days, ,

SAN FRANCISCO BOARD OF SUPERVISORS . o * BUDGET AND LEGISLATIVE ANALYST
S 4&5-25 ‘

393



BUDGET AND FINANCE COMMITTEE MEETING . FEBRUARY 22,2012

/

s 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 Addrtlonal Work is based -
on estimates prov1ded by a third party engineer.

e 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 prov151ons is negllg1ble but these provisions will impact the Port
up to 91 years into the future. :

The Budget Analyst’s 2004 Man 1agement Audrt Recomrnendatlon

Aecordmg to the Budget Analyst’s 2004 Management Alldlt of the Port of San Franolsco

The Port enters 1nto lease agreements that provide the developer a preferred return on equlty
(of approxrmately 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 ca.leulatmg the developer S preferred return on

eqmty o . ' .

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.

' 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 complles with the Port Bulldmg Code, before the -

work can proceed.
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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
prov1s1ons : ‘ '

The Event Authority should return' short-term venues to the Port at the conclusxon 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 Ieases

. The proposed DDA allows the Event Authonty to retain use of Piers 19,19 %, 23 29 and 29 Y
up to six months after the Event. The Event Authority does not have the right to longer term:
leases for Piers 19, 19 %, and 23, and should return these venues to the Port immediately after
the conclusion of the Event. ThlS 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 Y2 should also be lrnmed1ately returned to the Port at the conclusion of the Event
if the Event Authonty does not incur Authority Infrastructure Work: expenditures prior to the
‘Event in an amount sufficient to enter mto the 10-year lease for. P1er 29, discussed above and .
shown in Table 6. :

. The proposed DDA allows the Event Authonty to temporanly return 26 and 28 to the Port up to
10 years after the Event. If thé 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 Authonty 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. Temporanly

transferring Piers 26 and 28 to the Port during the interim period potentlally results in aloss of *

rent to the Port, but requiring the Event Authority to.fetain Piers 26 and 28 during the interim
period does not harm the Event Authonty, who -has the optlon of renting the propernes to other
tenants v

Accordmg to Port staft', the temporary transfer of Piers 30-32, wh1ch is used for pa.rkJng, dunng -
the mterlm penod does not necessarily result in lost revenue to the Port

The proposed DpA should escalate base rents for Plers 26 and 28, based on the CPI

| Under the proposed DDA, initial base rent for Pler 29 of $6 per square foot per year is escalated
by the CPI to the start date of the lease, then mdexed every 5 years.. The proposed DDA should
--extend this prov151on escalating initial base rents for Piers 26 and 28.
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The ACOC has not met its fundralsmg target of $12 million in the first year to
relmburse the City fora portlon of the Clty’s costs .

Aeeordmg to the Host and Venue Agreement:

The Committee (ACOC) Wlll endeavor to raise up to $32 million over a three year penod
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 cornpletlon of the
env1ronmental review pursuant to CEQA.

Aoeordmg to the Controller’s February 6, 2012 memora.ndum 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 expendrtures and pledges received to date, it would appear that the ACOC will
be financially positioned to make a payment of approxnnately $8 million to the Crty durlng the
current fiscal year absent additional ﬁlndrausmg’

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 J anuary 31, 2012 to rarse the $12 million. '

The proposed DDA would waive the Clty s termmatlon rlghts

The proposed DDA includes a cond1t10n that all termination rights under Sectlon 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 requu‘ed by the Host and Venue Agreement ’

According to Ms. Saka1 under Section 9.3 of the Host and. Venue Agreernent, the ACOC is
required to provrde 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 Aiuthority'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. Mlke Mart]n America’s Cup Project Ma.nager 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 prlor to Board
of Supervrsors consrderatron of the Drsposrtron and Development Agreement

} RECOMMENDATIONS

- The Board of Supervrsors should request the Executive Director of the Port to negotrate with the

Event Authonty to revise the proposed DDA to:

For purposes of controlling the City’s costs, require that relmbursement for all Authorrty- |
Infrastructure Work and Additional Work is based on estimates provrded by a thrrd-party

engineer rather than on actual expenditures. o
Require that the Port report to the Board of Supervrsors prior to the future seismic upgrades . -

to Piers 30-32 after the Event on the miost fiscally effective options to perform’ such work,

including whether the work should be performed by the Event Authority or the City. a
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 Authorrty s total expenditures that are rermbursable by the Port..

' Reinstate the provision, included in the Host and Venue Agreement, as previously approved

by the Board of Supervrsors 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 Authorlty S, OT successor party’s, interestin ~

long-term leases from the Event Authorlty, Or Successor party to other partres excluding thé
first transfer. :

Requlre the return of short-term venues (Prers 19, 19 1/z, 23, and 29 1/z) to the Port
immediately after the conclusion of the Event.

- Require the return of Pier 29 to the Port n:nrnedlately after the conclus1or1 of the Event if the

Event Authority’s Pre-Match Authonty Infrasttucture Work does not qualify for. longer term
leases for Pier 29.

. Require the Event Atlthonty to retain Piers 26 and 28 unless the Event Authorrty s Pre—Match'

Authority Infrastructure Work or Deferred Add1t1ona1 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 pnor to the start date of the o
Ionger term leases.

Approval of the proposed resolutions (Frle 12- 0127 and F11e 12- 0128) is a policy matter for the
Board of Supervisors. _ '
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cc: Supervisor Chu’
Supervisor Avalos
- Supervisor Kim
- President Chiu -
Supervisor Campos
" Supervisor Cohen -
Supervisor Elsbernd
"Supervisor Farrell
Supervisor Mar - -
- Supervisor Olague
‘Supervisor Wiener .
. Cleik of the Board -
" Cheryl Adams =~ |
" Controller
Kate Howard.
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