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Lamug, Joy _

From: o Venetacion, April ‘
Sent: Wednesday, July 03, 2013 8:48 AM
To: Tom Lippe; Lamug, Joy
Ce: Co " Frye, Tim; Guy, Kevin; lonin, Jonas; BOS-Supervisors; BOS-Legislative Aides; Calvillo,
: Angela; Caldeira, Rick; Dayrit, Erica; 'Engler, Daniel M.'
Subject: ' RE: Appeal of the Historic Preservation Commission's Decision on a Major Permit to Alter

Relating to 706 Mission Street

. Dear all,

Both parties have agreed to a continuance of the appeal of the Historic Preéefvaticn Commission's decision on a major
permit to alter relating to 706 Mission Street to date certain July 23, 2013.

Supervisor Kim will make a motion to that effect at next Tuésday’s July 9, 2013 board meeting.
Have a great holiday weekend.

April Veneracion Ang

From: Tom Lippe [Hippe@Igwlawyers.com]

Sent: Monday, July 01, 2013 12:50 PM

To: Lamug, Joy . . : . N

Cc: Frye, Tim; Guy, Kevin; Ionin, Jonas; BOS-Supervisors; BOS-Legislative Aides; Calvillo, Angela; Caldeira, Rick; Dayrit,
Erica; ‘Engler, Daniel M. L : - o -
Subject: RE: Appeal of the Historic Preservation Commission’s Decision on a Major Permit to Alter Relating to 706
Mission Street ' ' : - '

Dear Ms. Lamug

| On behalf of Appellants, I request that the Board of Supeﬁdsors continue the July 9,2013 hearing on this appeal
to a date when it can be heard on the same agenda as the proposed Special Use District and Zoning Map
Amendment proposed for this Project.

Later dates in July that work for my clients and myself are July 16 and July 23.
Thank you for your attention to this matter.

Tom Lippe : )

Lippe Gaffney Wagner LLP

329 Bryant Street, Suite 3D

San Francisco, CA 94107

. Tel 415 777-5600 x 202

Fax 415 777-9809

e-mail: Hippe@lgwlawyers.com

Web: www.lgwlawyers.com and www.lippelaw.com : : _

CONFIDENTIALITY NOTE: This and any. accompanying pages contain information from LIPPE GAFFNEY WAGNER LLP

which may be confidential and/or legally privileged. The information is intended to be for the sole use of the individual or
entity named above. Unauthorized interception, review, use or disclosure is prohibited and may violate applicable laws
including the Electronic Cornmunications Privacy Act, 18 U.S.C. §§ 2510-2521. If you are not the intended recipient
please contact the sender and destroy all copies of the communication. ' ‘ :

1
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From: Lamug, joy [mailto:joy.lamug@sfgov.org]

‘Sent: June 21, 2013 3:38 PM
- To: tlippe@igwlawyers.com-
| 'Cc: Givner, Jon; Stacy, Kate; Ruiz- Esqunde Andrea; Byrne, Marlena; Boyajian, Judy; Sanchez, Scott; Jones, Sarah;

Rodgers, AnMarie; Frye, Tim; Yegazu, Lily; Guy, Kevin; Tonin, Jonas BOS-Supervisors; BOS-Legislative Aldes Calwllo

Angela; Caldeira, Rick; Da
Subject: Appeal of the Historic Preservation Commission's Decision on a Major Permit to Alter Relating to 706 Mission

Street
Dear Mr. Lippe:

The Office of the Clerk of the Board is in receipt of a memorandum dated June 20, 2013, from the City Attorney’s Office
regarding the appeal of the Historic Preservation Comlmssmn s decision on a Ma_]or Permit to Alter relating to 706
Mission Sh‘eet

‘The City Attorney has determined that the appeal is appealable to the Board of Supervisors.

I have attached a copy of the City Attorney’s'memorandum for further explanation.

A hearing date has been scheduled on Tuesday, July 9,'201-3, at 3:00 p.m., at the Board of Supervisor‘s meeting to be
held in City Hall, Legislative Chamber, Room 250, 1 Dr. Carlton B. Goodlett_Place, San Francisco, CA 94102.

P Please provide 1 electronic copy and 18 hard copies to the Clerk’s Office by:

8 -

8 days prior to the hearing:  any documentation which you may want available o the Board members prlor to the
hearing;
11 days prior to the hearing: names of mterested parties to be notified of the hearing.

If you have any questions, please feel free to contact Legislative Director, Ru:k Caldeira at (415) 554-7711 or Legislative

Clerk,-Joy Lamug at (415)554-7712.

Joy Lamug

. Board of Supervisors—Clerk;s Office

1 Dr. Carlton B. Goodlett Place,
City Hall, Room 244-

San Francisco, CA 94102
Phone: (415) 554-7712

Email: joy.lamug@sfgov.org
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Lamug, JUy

From: ' Tom Lippe [flippe@Igwlawyers.com]
Sent: Monday, July 01, 2013 12:50 PM
To: - Lamug, Joy
Cc: : Frye, Tim; Guy, Kevin; lonin, Jonas; BOS-Supervisors; BOS-Legislative Aides; Calvillo,
. Angela; Caldeira, Rick; Dayrit, Erica; 'Engler, Daniel M ‘
. Subject: 'RE: Appeal of the Historic Preservation Commission's Decision on a Major Permit to Alter

Relating fo 706 Mission Street

Dear Ms. Lamug

On behalf of Appellants, I request that the Board of Supervisors continue the J uly 9, 2013 hearing on this appeal
to a date when it can be heard on the same agenda as the proposed Special Use District and Zoning Map

Amendment proposed for this Project.
Later dates in July that work for my clients and myself are July 16 and July 23.
Thank you for your attention to this matter.

Tom Lippe

Lippe Gaffney Wagner LLP

329 Bryant Street, Suite 3D

San Francisco, CA 94107

Tel 415 777-5600 x 202

Fax 415 777-9809

e-mail: ippe@lgwlawyers.com

Web: www._lgwiawyers.com and www.lippelaw.com ~ :
CONFEIDENTIALITY NOTE: Thisand any accompanying pages contain information from LIPPE GAFFNEY WAGNER LLP
which may be confidential and/or legally privileged. The information is intended 1o be for the sole use of the individual or
entity named above. Unauthorized interception, review, use or disclosure is prohibited and may violate applicable laws
including the Electronic Communications Privacy Act, 18 U.S.C. §§ 2510-2521. If you are not the intended recipient
please contact the sender and destroy all copies of the communication. : :

From: Lamug, Joy [mailto:joy.lamug@sfgov.org]

Sent: June 21, 2013 3:38 PM

To: tlippe@Ilgwlawyers.com :

Cc: Givner, Jon; Stacy, Kate; Ruiz-Esquide, Andrea; Byrne, Marlena; Boyajian, Judy; Sanchez, Scott; Jones, Sarah;
Rodgers, AnMarie; Frye, Tim; Yegazu, Lily; Guy, Kevin; Ionin, Jonas; BOS-Supervisors; BOS-Legislative Aides; Calvillo,
Angela; Caldeira, Rick; Da T ' ,
Subject: Appeal of the Historic Preservation Commission's Decision on a Major Permit to Alter Relating to 706 Mission
Street '

Dear Mr. Lippe:

The Office of the Clerk of the Board is in receipt of a memorandum dated June 20, 2013, from the City Attorney’s Office
regarding the appeal of the Historic Preservation Commission’s decision on a Major Permit to Alter relating to 706 '

Mission Street.
The City Attorney has determined that the appeal 1s appedlable to the Board of Supervisors.

] have attached a copy of the City Attorney’s 'memorandum for further explanation.
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A hearing date has been scheduled on Tuesday, July 9, 2013, at 3:00 p.m., at the Board of Supervisors meeting to be
held m City $¥all, Legislative Chamber, Room 250, 1 D;. Carlton B. Goodlett Place, San Francisco, CA 94102.

' Please provide 1 electronic copy and 18 hard copies to the Clerk’s Office by:

8 days prior to the hearing: any documentatlon which you may want available to the Board members pnor to the
hearing; :
11 days prior to the hearing: names of interested parties to be notified of the hearing. -

If you have any questions, please feel free to contact Legislative Director, Rick Caldeira at (415) 554-7711 or Leglslatwe
Clerk, Joy Lamug at (415) 554-7712.

Joy Lamug .

Board of Supervisors-Clerk’s Office
1 Dr. Carlton B. Goodlett Place,
City Hall, Room 244"

San Francisco, CA 94102

Phone: (415) 554-7712

Emaik: Joy.lamug@sfgov.org

L)
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Laraug; J‘dy

From: Engler, Daniel M. [dengler@coxcastle.com]
Sent: Tuesday, July 02, 2013 10:50 AM
To: .- Calvillo, Angela '
Cc: Byrne, Marlena; Cleveland-Knowles, Susan; Yegazu, Lily; Frye, Tim; Guy, Kevin; Dwyer,
v Debra; 'tippe@lgwlawyers.com'; Lamug, Joy; Bradish, Margo; Birkey, Scott B. :
Subject: Appeal of the Historic Preservation Commission's Decision on the Major Permit to Alter for the
706 Mission Street-The Mexican Museum Project ' '
Attachments: Letter to Board.pdf '

Dear Ms. Cavillo,

On behalf of the Project Sponsor for the 706 Mission Street-The Mexican Museum Residential Tower Projéct, attached
please find a letter responding to Mr. Lippe’s email dated July 1, 2013 requesting a continuance of the July 9, 2013
hearing on the appeal of the Major Permit to Alter for the Project. '

Regards,
Dan

Daniel M. Engler

Cox, Castle & Nicholson LLP
555 California Street, 10th Ficor
San Francisco, CA 84104
Direct Dial: (415) 262-5134
Fax: {415) 262-5199

Email: dengler@coxcastle.com
Website: www.coxcastle.com
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o C OXCASTLENICHOLSORN = Cox, Castle & Nicholson LLP
S ' 555 California Swreer, 10™ Floor

San Frantisco, California 94104-1513
P 4152625100 F415.262-5199

Margo N, Braciish
415.262.5101
mbradish@coxcastle.com

July 2, 2013 | File No.” 56238
BY E-MAIL

Board President David Chiu and Members of the Board of Supervisors
c/o Mis. Angela Calvillo '

Clerk of the Board of Supervisors

Cirty of San Francisco

1 Dr. Carlton B. Goodlett Place

San Francisco, CA 94102-4689

Re: 706 Mission Street - Residential Tower and Mexican Museum Project; Project
Sponsor’s Response to Appellants’ Request for Continuance

Dear Board President David Chiu and Members of the Board of Supervisors:

I am in receipt of an e-mail to the Board of Supervisors” Clerk’s Office dated July 1,
2013, frem Mz Tom Lippe, counsel for Appellants in the appeal of the Historic Preservation
Commission’s approval of a Major Permit to Alter for the 706 Mission Street — The Mexican
Museum and Residential Tower Project. Mr. Lippe’s email requests that the Board ofSupcrvxsors
continue the July 9, 2013, hearing on the appeal.

On bchalfof706 Mission Strcct Co LLC, the Project bponsor we would agree to
Mr. Lippe’s request for a continuance, provided that the appeal can be calendared to a date certain
and placed on the Board of Supervisors’ July 23, 2013 agenda, where it can be considered along with
the Pro]ect s Special Use District and Zoning Map Amcndment proposal

MargéN. Bradish

¢c:  Sean Jefferies, Millennium Partners
Marlena Byrne, Esq., San Francisco City Attorney’s Office
Susan Cleveland-Knowles, Esq., Esq., San Frandisco City Artorney’s Oi:ﬁcc
Ms. Lily Yegazu, San Francisco Planning Department
Mr. Tim Frye, San Francisco Planning Department
Mr. Kevin Guy, San Francisco Planning Department
Ms. Debra Dwyer, San Francisco Planning Department
Tom Lippe, Esq., Lippe Gaffney Wagner LLP
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Lamug, Joy

‘From: Tom Lippe [tlippe@lgwlawyers.com]

Sent: Monday, July 01, 2013 3:48 PM

To: - Lamug, Joy

Cc: Caldeira, Rick :

Subject: RE: Appeal of the Historic Preservation Commission’'s Decision on a Major Permit to Alter
" Relating to 706 Mission Street

Attachments: LGW 026 070113 Party Addresses.pdf -

Dear Ms Lamug

Please see attached letter with addresses of known interested parties

Tom Lippe

Lippe Gaffney Wagner LLP

329 Bryant Street, Suite 3D

San Francisco, CA 94107

Tel 415 777-5600 x 202

Fax 415 777-2809

e-mail: tippe@lgwlawyers.com

Web: www_Igwlawyers.com and www.lippelaw.com :
CONFIDENTIALITY NOTE: This and any accompanying pages contain information from LIPPE GAFFNEY WAGNER LLP
which may be confidential and/or legally privileged. The information is intended to be for the sole use of the individual or
entity named above. Unauthorized interception, review, use or disclosure is prohibited and may violate applicable laws
including the Electronic Communications Privacy Act, 18 U.S.C. §§ 2510-2521. ifyou are not the intended recipient
please contact the sender and destroy alf copies of the communication. ‘

From: Lamug, Joy [mailto:joy.lamug@sfgov.org]

Sent: July 01, 2013 10:06 AM

To: Tom Lippe

Cc: Caldeira, Rick - , :

Subject: RE: Appeal of the Historic Preservation Commission’s Decision on a Major Permit to Alter Relating to 706

Mission Street,
Good Morning Mr. Lippe,

Thank you for your email. Kindly prqvide us with the names and addresses of the interested parties to be notified.

Thank you.

Joy Lamug

Board of Supervisors-Clerk’s Office
1 Dr. Carlton B. Goodlett Place,
City Hall, Room 244

San Francisco, CA 94102

Phone: (415) 554-7712

Email: joy.lamug@sfgov.org
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From: Tom Lippe [mailto:tlippe@lgwlawyers.com]
- Sent: Friday, June 28, 2013 3:29 PM
. To: Lamug, Joy :

- Cc: Givner, Jon; Stacy, Kate; RUIZ—Equlde Andrea; Byrne, Marlena; Boyajian, Judy; Sanchez, Scott; Jones, Sarah;
Rodgers, AnMarie; Frye, Tim; Yegazu, Lily; Guy, Kevm Ionin, Jonas; BOS-Supervisors; BOS-Legislative Aides; Cal\(lllo,
Angela; Caldeira, Rick; Dayrit, Erica; 'Engler, Daniel M.’

Subject: RE: Appeal of the Historic Preservation Commission's Decision on a Major Permit to Alter Relating to 706
Mission Street

Dear Ms Lamung

Please see attached letter responding to your request for the names of interested parties:

Tom Lippe

Lippe Gaffney Wagner LLP -

329 Bryant Street, Suite 3D

San Francisco, CA 84107

Tel 415 777-5600 x 202

Fax 415 777-9809

e-mail: tippe@lgwlawyers.com

Web: www.lgwlawyers.com and www lippelaw.com

CONFIDENTIALITY NOTE: This and any accompanying pages contain information from LIPPE GAFFNEY WAGNER LLP

which may be confidential and/or legally privileged. The information is intended to be for the sole use of the individual or
" entity named above. Unauthorized interception, review, use or disclosure is prohibited and may violate applicable laws

mcludlng the Electronic Communieations Privacy Act, 18 U.S.C. §§ 2510-2521. If you are not the intended recxplent

please confact the sender and destroy all copies-of the communication.

From: Lamug, Joy [mailto:joy.lamug@sfgov.org]

Sent: June 21, 2013 3:38 PM i

To: tlippe@lgwlawyers.com

Cc: Givner, Jon; Stacy, Kate; Ruiz-Esquide, Andrea; Byrne; Marlena; Boyajian, Judy; Sanchez, Scott; Jones, Sarah;
Rodgers, AnMarie; Frye, Tim; Yegazu, Lily; Guy, Kevin; Ionin, Jonas; BOS-Supervisors; BOS-Legislative Aides; Calvillo,
Angela; Caldeira, Rick; Da

Subject: Appeal of the Hrstorlc Preservation Commlsswn s Decision on a Major Permit to Alter Relatlng to 706 Mission
Street

Dear Mr. Lippe:

The Office of the Clerk of the Board is in receipt of a memorandum dated June 20, 2013, from the City Attomey’s Office
regarding the appeal of the Historic Preservation Commission’s decision on a Major Permlt to Alter relating to 706
Mission Street.

The City Attorney has determined that the appeal is appealable to the Board of Supervisbrs.

_ Thave attached a copy of the City Atfémey’s memorandum for further explanation.

A hearing date has been scheduled on Tuesday, July 9, 2013, at 3:00 p.m., at the Board of Supervisors meeting to be
held in City Hall, Legislative Chamber, Room 250, 1 Dr. Carlton B. Goodlett Place, San Francisco, CA 94102. '

P Please provide 1 electronic copy and 18 hard copies to the Clerk’s Office by:
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8 8 days prior to the hearing:  any uucumentation which you may want available o the Board members prior to the
. hearing; :
11 days prior to the hearing: names of interested parties to be notified of the hearing.

If you have any questions, please feel free to contact Legislative Director, Rick Caldeira at (415) 554-7711 or Legislative
Clerk, Joy Lamug at (415) 554-7712. '

Joy Lamug S
Board of Supervisors-Clerk’s Office
1 Dr. Carlton B. Gooedlett Place,
City Hall, Room 244

San Francisco, CA 94102

Phone: (415) 554-7712

Email: joy.lamug@sfgov.org
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e ' ‘ | Thomas N. Lippe
L ! p pe G aﬁ:ﬂ ey Wag ner L L P www.lgwlawyers.com ’ Brian Gaffney
- _ , ’ Keith G. Wagner
SAN FRANCISCO - 329 Bryant St., Ste. 3D, San Francisco, CA 94107 « T 415.777.5600 - F 415.777.9809
SACRAMENTO - 9333 Sparks Way, Sacramento, CA 95827 «+ T 916.361.3887 « F 916.361.3897

Kelly A. Franger
Henry A. Steinberg

' July 1,2013

Ms. Angela Calvillo

Clerk of the Board of Supervisors
City of San Francisco

1 Dr. Carlton B. Goodlett Place
San Francisco, CA 94102-4689

Re: Appeal of May 15, 2013 Historic Pr_eservatioﬁ- Commission Article 11
Determination; Motion No. 0197. .

Dear Ms. Calvﬂlo:

ThlS office represents the 765 Market Street Residential Owner s Association (“ROA”)
Friends of Yerba Buena (“FYB"), Paul Sedway, Ron Wornick, Matthew Schoenberg, Joe Fang, and
Margaret Collins (collectively “Appellants™), regarding the 706 Mission Street - Residential Tower
and Mexican Museum Project (“the Project”). I am writing in response to your email request for
- the addresses of “interested parties.”

1. My clients listed in the first paragraphof this letter (i.e., appellants), may be notIﬁea thIough
me, &t the San Francisco address on the letterhead above.

2. The Project Sponsors 706 MSSIOII Street Co., LLC, may be not1ﬁed through their counsel:
Margo N. Bradish, Cox, Castle & Nicholson LLP 555 California Street, 10th Floor, San Franc1sco
CA 94104-1513.
R Tenants and Owners Development Corporation and Yerba Buena Neighborhood Consortium
may be notified throughtheir counsel: Susan Brandt- -Hawley, Law Offices of Susan Brandt- Hawley,
13760 Arnold Drive, Glen Ellen, CA 95442.
Thank ,yeu for your attention to this matter.
Very Truly Yours,
‘f?e—g” Kb
Thomas N. Lippe

\\Lgw-server\th\706 Mission\Administrative Proceedings\LGW Docs\BOS HPC Art 11 Appea\LGW 026 070113 Party Addresses.wpd
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Lamug, Joy
From: Tom Lippe [tippe@Igwlawyers.com] o

Sent: ‘ ' Monday; July 01, 2013 4:29 PM
To: Lamug, Joy; BOS-Supervisors :
Cc: Givner, Jon; Stacy, Kate; Ruiz-Esquide, Andrea; Boyajian, Judy; Sanchez, Scotf; Guy, Kevin;

lonin, Jonas; Calvillo, Angela; Caldeira, Rick; BOS-Legislative Aides; '"Bradish, Margo'; 'Birkey,
Scott B."; 'Engler, Daniel M.!

Subject: [WARNING : MESSAGE ENCRYPTED] RE: Appeal - Major Permit fo Alter for the 706
Mission Street-The Mexican Museum Residential Tower Project
Attachments: . ~ LGW 025a 070113 Appeal of HPC to BOS.pdf; Exh 2 EPS Report May 8 2013.pdf; Exh 1

Final Sussman Report 6-28-2013 with Exhibits. pdf

Please see Appellants' additional documentation in support of this appeal, attached.

Tom Lippe
Lippe Gaffney Wagner LLP
329 Bryant Street, Suite 3D
San Francisco, CA 94107
Tel 415 777-5600 x 202
Fax 415 777-9809
e-mail: fippe@lgwlawyers.com - ,
Web: www.lgwlawyers.com and www.lippelaw.com
CONFIDENTIALITY NOTE: This and any accompanying pages contain information from LIPPE GAFFNEY WAGNER LLP
which may be confidential and/or legally privileged. The information is intended to be for the sole use of the individual or
entity named above. Unauthorized-interception; review, use or disclosure is prohibited and may violate applicable laws
including the Electronic Commusications Privacy Act, 18 U.S.C. §§ 2510-2521. If you are not the intended recipient
please contact the sender and destroy alt copies of the communication.

" From: Lamug, Joy [mailto:joyJamug@sfgov.org]

~ Sent: July 01, 2013 1:06 PM

To: BOS-Supervisors . : -

Cc: Givner, Jon; Stacy, Kate; Ruiz-Esquide, Andrea; Boyajian, Judy; Sanchez, Scott; Guy, Kevin; Ionin, Jonas; Calvillo,
Angela; Caldeira, Rick; BOS-Legislative Aides; 'lippe@Ilgwlawyers.com'; Bradish, Margo; Birkey, Scott B.; Engler, Daniel .
Subject: FW: Appeal Response - Major Permit to Alter for the 706 Mission Street-The Mexican Museum Residential

Tower Project
Dear Supervisors,

" Attached please find the Planning Department’s response to the appeal of the Major Permit to Alter for the 706 Mission
Street-The Mexican Museum Residential Tower Project, scheduled to be heard on Tuesday, July 9™ at 3:00 p.m.

Thank you.

Joy Lamug o
Board of Supervisors-Clerk’s Office
1 Dr. Carlton B. Goodlett Place,
City Hall, Room 244

San Francisco, CA 94102

Phone: (415) 554-7712
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Email: joy.lamug@sfgov.org
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Thomas N. Lippe

Brian Gaffiney

Llppe Gaffneywagner LLP www.Igwlawyers.com |

. : I Keith G. Wagner-
- gAN FRANCISCO » 329 Bryant St., Ste. 3D, San Francisco, CA 94107 - T 415.777.5600 « F 415.777.9809
Kelly A. Franger

SACRAMENTO « 9333 Sparks Way, Sacramento, CA 95827 - T 916.361.3887 - F 916.361.3887 . . : .
. ‘ Henry A. Steinberg

July 1, 2013

Board President David Chiu and Members of the Board of Supervisors
c/o Ms. Angela Calvillo

Clerk of the Board of Supervisors

City of San Francisco

1 Dr. Carlton B. Goodlett Place

San Francisco, CA 94102-4689

C@ e s
. = P
wat

H i

: 7 =
Re: - Further Argument and Evidence in Support of Appeal of May 15, 2013 Histofic
Preservation Commission Article 11 Determination; Motion No. 0197.. bow e

o

Dear Board President David Chiu and Members of the Board of Supervisors:

: This office represents the 765 Market Street Residential Owner’s Association.(“ROA”),

Friends of Yerba Buena (“FYB”), Paul Sedway, Ron W ornick, Matthew Schoenberg, Joe Fang, and
Margaret Collins (collectively “Appellants”), regarding the 706 Missien Street - Residential Tower
and Mexican Museum Project (“the Project”) and this appeal.

I am writing to briefly restate the grounds for this appeal that-were listed in my Notice of
Appeal letter dated June 13,2013 and to provide additional argument, as well as additional-evidence
developed since that date. - ' ' ’

With the exception of the additional argument presented below regarding grounds 2 through
5 and ground 7, I previously presented the arguments in support of this appeal in my office’s letter
dated May 15, 2013 to the Historic Preservation Commission (in connection with its decision to
approve the Major Permit to Alter) or in my letter dated April 25,2013 to this Board (in connection
with my clients” appeal of the Planning Commission’s certification of the EIR). Therefore, [ will
not repeat what those letters say; instead, I hereby incorporate them by reference and also submit
herewith courtesy copies of same. "

The grounds for this appeal include:,
1. The Project violates Planning Code Atrticle 11, section 1111.6(c)(6) because the Project
“tower will increase the height of the Aronson Building by more than one story. See section 3 of my
April 25, 2013 letter to this Board and section IILA of my May 15, 2013 letter to the HPC.
2.+ The Project violates Planning Code Article 11, section 1111.6(c)(6) because the Project
tower is not compatible in scale with the Aronson Building. See section 3 of my April 25,2013
letter to this Board and section IIL.B of my May 15, 2013 letter to the HPC. '

3. . TheProject violates Planning Code Article 11, section 1113(a) because the Project tower is
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Board President David Chiu and Members of the Board of Supervisors

706 Mission Street - HPC, Article 11, Permit to Alter (Motion No. 0197) Appeal

Friends of Yerba Buena, Paul Sedway, Ron Wornick, Matthew Schoenberg, Joe Fang, and
Margaret Collins

July 1,2013

Page 2 of 6

not compatible in scale and design with the New Montgomery-Mission-Second (“NMMS”)
Conservation District. as set forth in Sections 6 and 7 of Appendix F. See section 3 of my April 25,
2013 letter to this Board and section III.C of my May 15, 2013 letter to the HPC.

4. The Projecttower violates Planning Code Article 11, section 1111. 6(a) because the alteration
is not consistent with and appropriate for the effectuatlon of the purposes of this Article 11. See
section 3 of my Aprll 25, 2013 letter to this Board and section ITI of my May 15, 2013 letter to the
HPC :

5. The Project tower v1olates Planning Code Article 11, section 1111. 6(b) because the work
does not comply with the Secretary of the Interior’s Standards for the Treatment of Historic
Properties and Rehabilitation. See section 3 of my April 25, 2013 letter to this Board and section
11 ofmy May 15, 2013 letter to the HPC.

With respect to grounds 2 through 5, two additional points deserve your consideration. If
the HPC is correct that the proposed tower (which is now proposed to be 480 feet high) is not out-of-
scale with the Aronson Building and the Conservation District in violation of Article 11 standards,
then nothing is, and Article 11 is meaningless. Therefore, the HPC’s findings on these issues violate
“the ‘cardinal rule of statutory construction’ to give effect to all words and provisions of a statute
and leave no part superfluous or moperatlve ” (Leavittv. County ofMadera (2004) 123 Cal. App 4th
1502, 1519.)

' Second Planning Code § 1113(a) provides:

The HPC, Planmng Commission, Board of Appeals, and Board of Supervisors shall
find in their review of applications for any new or replacement structure or for an
addition to any existing structure in a Conservation District that such construction
is compatible in scale and design with the District as set forth in Sections 6 and 7 of
the Appendix that describes the District

HPC Mo_tion‘No. 0197 finds that the Project is consistent with Secretary Standard 9, stating:

Standard 9:

New additions, exterior alteratlons or related new construction Wlll not destroy

‘historic materials, features, and spatial relationships that characterize the property.

The new work will be differentiated from the old and will be compatible with the
- historic materials, features, size, scale and proportion, and massing to protect the

integrity of the property and its environment. .. ..

Although the proposed height of the tower is much taller than the Aronson Building,

the proposed location and articulation of the tower as arelated but visually separate
" building from the Aronson Building maintains a context that is similar to many

buildings of varying heights within the district and the immediate vicinity thereby
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" Board President Daﬁd Chiu and Members of the Board of Supervisors

706 Mission Street - HPC, Article 11, Permit to Alter (Motion No. 0197) Appeal

Friends of Yerba Buena, Paul Sedway, Ron Wornick, Matthew Schoenberg, Joe Fang, and
Margaret Collins . ,

+ July 1, 2013

Page 3 of 6

 retaining the spatial relationships that characterize the property within the District.

(Motion No. 0197, pp. 9-10, italics in original).)

Thus, the evidentiary support for the HPC’s finding that the tower is compatible in scale with

the Conservation District and consistent with the Secretary’s Standards is that it is compatible in
scale with tall buildings outside of the Conservation District and with buildings within the
Conservation Dsitrcit that are not “contributory” to the historic scale of the District as described in
© sections 6 and 7 of Appendix F of Article 11. In short, the evidence that the HPC cites in support
of its findings relating to grounds 2 through 5 is irrelevant to those findings. Irrelevant evidence
does not qualify as “substantial evidence.” (Orinda Assn v. Board of Supervisors (1986) 182
Cal.App.3d 1145, 1166 [Orinda Assn].)

6.

The Commission adopted the following CEQA Findings regarding historic resources:

a. ‘The proposed rehabilitation, repair, and reuse of the Aronson Building under the
proposed project would not cause a substantial adverse change in the significance of the
Aronson Building as a historical resource under CEQA. (Impact CP-5).

b. The Project tower would net cause a substantial adverse change in the significance
of the Aronson Building historical resource. {Impact CP-6).

c. The Project tower would not cause a substantial adverse change in the significance
of nearby historical resources (Impact CP-7).

d. The Project, in combination with other past, present, and reasonably foreseeable
future projects in the project vicinity, would not have a cumulatively considerable

contribution to a significant impact on historic architectural resources (Impact CP-2).

Tn making these findings, the HPC did not proceed in the manner required by law and they '

are not supported by substantial evidence in the record for all the reasons described in my letters
dated April 25, 2013 to this Board and May 15, 2013 to the HPC. '

7.

The HPC’s CEQA Findings do not comply with governing law.

a. The HPC adopted a CEQA Finding (in Section IV of Motion No. 0197) that further
mitigation of the Project’s significant cumulative shadow impact on Union Square by

- reducing the height of the tower is infeasible. The Commission did not proceed in the

manner required by law in making this ﬂndmg, and it is not supported by substantial
evidence in the record.

The applicant’s analysis of the financial feasibility of Project alternatives (i.e., the
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May 8, 2013 report by Economic and Planning Systems) finds the Reduced Shadow
Alternative (i.e. a tower height of 351 feet with 27 stories as discussed in the Project EIR)
is not financially feasible, meaning it has a negative Project Residual. “Project Residual”
is defined in the EPS Report as any amount of net profit above a “Developer Return” equal
to a predetermined percentage of costs (i.e., 18% in EPS’s analysis). The EPS report shows
no developer profit on the Reduced Shadow Alternative because the Project Residual is
negative (i.e., -$137,623,238). (Exhibit 2, EPS Report, Appendix A, Table 5.)

Neither the Project EIR nor the EPS Report analyze any mitigation measure or
alternative that calls for a tower lower than 520 feet but higher than 351 feet that would
“substantially lessen” the impact, even if it would not entirely avoid the impact. Therefore,
based on the record as it now stands, no agency of the can make the finding required by
CEQA that there are no feasible mitigation measures that would “substantially lessen” this
impact. See section VIII of my May 15, 2013 letter to the HPC.

Also, the EPS report shows that there are feasible alternative tower heights lower
than 520 feet, because it shows the developer’s profit on the proposed Project is
$123,607,636, which consists of a required Developer Return of $83,315,695 (equal to 18%
of costs) plus a positive Project Residual of $40,291,941 over and above the required
Developer Return. (Exhibit 2, EPS Report; Appendix A, Table 1.) Therefore, once again,
neither the HPC nor this Board can make the finding required by CEQA that there are no
feasible mitigation measures that would “substantially lessen” this impact.

Perhaps in recognition of this fact, the applicant changed the Project by lowering the

- tower to 480/510 feet. But this does not solve the problem, because there are still tower
heights below 480/510 feet that are financially feasible that would lessen the shadow impact
on Union Square At a minimum, the BIR needs to be revised and recirculated to explain .
these matters in more detail, and in a manner that allows the public fo meaningfully
participate in the discussion. To date, the public has been systematically excluded from
participating in the dlscuss1on offeasible mitigation measures that would substantially lessen
this nnpact

Finally, I retained CPA Eric Sussman, of the Anderson Graduate School -of
Management at UCLA (where he has taught Real Estate Investment and Finance, Finance,
Financial Reporting, Financial Statement Analysis, and Managerial Accounting since 1995)

. In order to provide an independent critique of the applicant’s (i.e., EPS’) analysis of the
financial feasibility of reducing the tower height to avoid casting shadow on Union Square.
Mr. Sussman’s report is attached hereto as Exhibit 1.

Mr. Sussman found that the EPS report is based on unjustified and unjustifiable

assumptions that systematically biased its analysis of the feasibility of the Reduced Shadow
Alternative. With respect to each of six key variables (i.c., construction cost per unit size,
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size of floor plate, sale price per unitsize, sale price per current market conditions, efficiency
ratio, developer return ratio, and necessity for TDR purchases), the EPS reports assumes a
value that artificially depresses the financial feasibility of the Reduced Shadow Alternative.

Tn contrast to the EPS Report’s conclusion, after correcting the values of the six key
variables listed above, Mr. Sussman found the Reduced Shadow Alternative to be
financially feasible because it results in net profits to the déveloper of $156,622,642, which
consists of a required Developer Return of $56,097,525 (equal to 15% of costs) plus a
positive Project Residual of $100,525,117 over and above the required Developer Return.
(Exhibit 1, Sussman Report, Exhibits 4 and 5.)

b. Just before the May 23, 2013, Planning Commission and Recreation and Park
Commission hearing on this matter, the Planning Department recommended to these
Commissions that the amount of sunlight “added back™ to Union Square Park by the Macy’s
remodel be included in the increase in the Absolute Cumulative Shadow Limit being adopted
for Union Square to accommodate this Project. So just like that, a very real environmental
resource was erased, and without any discussion of doing so in the EIR or a revised and
recirculated EIR. This last minute change altered the Project Description, the baseline for
assessing the Project’s shadow impacts on Union Square, and the severity of this impact.

Therefore, CEQA requires that the City revise and recirculate the EIR before any agency of
the City, including the HPC, makes the CEQA Findings required by Public Resources Code

_ section 21081. '

8. The EIR does not disclose that the Historic Preservation Commission has permitﬁng
jurisdiction over the Project, nor disclose that a Permit to Alter is a required Project approval. See
section 2 of my April 25, 2013 letter to this Board and section II.A of my May 15, 2013 letter to the
HPC. " , :

9. The EIR hasnot properly analyzed how the project conflicts with the San Francisco Planning
Code and will result in significant impacts to historical resources. See section 4 of my April 25,
2013 letter to this Board and section IV.B of my May 15, 2013 letter to the HPC.

10.  The EIR’s cumulative impact analysis impermissibly compares the Project impacts to the
already degraded setting. See section V.A of my May 15,2013 letter to the HPC.

11.  The ER employs an arbitrary standard of “views within the district” to determine that
impacts to historical resources are not significant. See section V.B of my May 15, 2013 letter to
the HPC. ' ‘ :

As a result of the FIR deficiencies described above, recirculation of a revised &raft EIR is
required. See section VI of my May 15, 2013 letter to the HPC.
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In addition, for the reasons stated above, the Major Permit to Alter should be denied.
Thank you for your.éttention"to this matter.
Very Truly Yours,
< fom ﬁzﬂe
Thomas N. Lippe -

WLgw-server\tl\706 Missiom\Administrative Proceedings\LGW Docs\BOS HPC Art 11 Appeal\LGW 0252 070113 Appeal of HPC to BOS.wpd
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Expert Report of Eric Sussman

I Executive Summary

1. The May 8, 2013 “Financial Feasibility of 706 Mission Street: The Museum and
Residential Tower Project and Alternatives” vreport prepared by Economics and Planning
Systems, Inc. (the “EPS Report™), which concludes that the Reduced Shadow Alternative,
" Residential F lex Option is not financially feasible, rests on a number of flawed and/or
urisupportéd assumptions. These assumptions signiﬁcantly and irﬁproperly decrease the
computed “Project Residual,” the measure the EPS Report uses to determine the economic
feasibility of the project. However, when employing more appropriate assumptions, the

conclusion changes, and the Reduced Shadow Alternative becomes financially viable.

IL Assignment

2. I have been retained by Lippe Gaffney Wagner LLP'? counsel for 765 Market Street
Residential ‘Ownér’s Association, Friends of Yerba Buena, Paul Sedway, Ron Wornick, Matthew
Schoenberg, Joe Fang, and Margaret Collins; to evaluate a number of issues pertaiﬁing to the 706
Mission Street — Residential Tower and Me_xican Museﬁm Project (the “706 Mission Project™).
Speoiﬂcaﬂy, I have been asked to evaluate the.economics and assumptions éontained within the
Reduced Shadow Alternative, Residential Flex Optiqn of the EPS Report. I have: aléo been
asked to review the May 10, 2013 Keyser Marston Associates peer review of the EPS Report
(the “Keyser Report”). In fdrrning my opinion, I have reviewed the EPS. Report, the May 14,
2013 addendum to the EPS Report, and the Keyser Report. I have also reviewed a variety of

" publically available materials relevant to understanding the 706 Mission Project and the current
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state of the relevant real estate market. My compensation is not dependent on my opinions or the

outcome in this matter.

III.  Qualifications

3. I have an extensive background in all aspécts of real estate investment, management, and
finance, am a licensed CPA in the State of California, and am a full-time faéulty membef at the

| Apderéon Graduate School of Management at UCLA, where I have instructed cours;és in Real
Estate Investment and Finance, Finance, F inancial Reporting, Financial Statement Aﬁal’ysis, and
Managerial Accounting since 1995. I have instructed more UCLA MBAs in the past ten years
tha;l any other member of the faculty, and have received numerous teaching awards, aﬁd

recognition by Business Week as one of the Anderson School’s “Outstanding Faculty” since

1996.

4. Outside of my academic appointment, I am President of Amber Capital, Inc., and
Manager of Fountain Management, LLC and Sequoia Real Estate Investment Partners, LLC, |
Whicﬁ collectively employ approximately 20 individuals, and which have acquired, rehabilitated,
developed, and managed over 2.5 million squa;re feet of fesidential (2,000 multi-family units)‘
and commercial (industrial, retail, and office) real estate in the past ﬁfteen yéars.

5. . Inaddition, I serve as Chairman Qf Céuseway Capital’s group of mutual funds, which
collectively has over $2.2 billion in assets, and am also on the boards of |

Pacific Chaf(er School Development, Inc., a non-profit developer of éharter schools, and
Bentley-Forbes, LLC, a privately-held real estafe investment firm. I received my MBA from

Stanford with honors, in 1993, after graduating Summa cum Laude from UCLA in 1987, witha
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Bachelor’s Degree in Economics-Business. A copy of my curriculum vitae, which includes a list

of my prior testimony, is attached hereto as Appendix A.

IV.  The EPS Report’s Reduced Shadow Alternative Conclusion Rests on a Number of
Flawed and/or Unsupported Assumptlons

6. ~The EPS Report concludes that the Reduced Shadow Alternative, Residential Flex Option
has a project residual of -$139,541,222, thus rendering it financially infeasible‘.1 However, like
most financial analyses for proposed-real estate projects, the EPS.Report’s conclusions rest on a
number of key assumptions. As discussed above; I have been retained to identify and provide an
opinion on those key assumptions. Upon identification and a closer inspection, I find that a |
number of these variables are flawed and/or unsupported. Cerrecting these errors has the effect
“of making the Reduced Shadow Alternative far more attractive financially, and in fact,
economically viable.
A. The EPS Report Uses an Average Unit Size That Is Too Low
S

7. For no apparent reason, the EPS Report assumes the Reduced Shadow Altemetiye would
produce much smaller residential units (average of 1,300 sduare feet) than the Project .Alternetivé
(average of 2,052 square feet) it ultimately re'comnzlends.2 I see no reason that the Reduced
Shadow and Project Alternatives should eot have the same-sized average units.

8. Choosing to assume smaller units artificially decreases the value of the Reduced Shadow
Alternative in a couple of different ways. First, and most importantly, building smaller uﬁits

depresses the sales price per square foot a project can be expected to command. The EPS Report

" EPS Report, Appendix A, Table 5. Figure is for the option with the assumed purchase of Transferable Development
nghts (“TDR”s).

2EPS Report, Table 6.
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and I agrée that, for luxury condominiums in San Francisco, larger units can be sold for
substantially more per square foot, all else equal.® Because larger-sized condominium units in
San Francisco experience far greater sales prices per square foot than sma11e1 sized units, this
assumption significantly and improperly reduces the project residual of the Reduced Shadow
Altematiye. |
9. Second, building.a larger number of small units instead o'f a smaller number of larger
units increases per square foot construction costs. The EPS Report’s construction cost anaI_ysis
says “[n]ote [tThe hlghel the (number of/density of) interior resuienﬁal units per sf the higher the
GSF unit cost for this work and inversely the lower the (numbel of/density ot) units per sf the
lower the GSF unit cost for this work.™ Thus, by arbitrarily allocating smaller units to the

| Reduced Shadow Alternative without any support whatsoever, the EPS Report artificially drives
up construction costs. |
10. Tlﬁrd, costs associated with the projéct include “Requiréd and Additional Affordable
Housing in—Lieu Fees.”® These fees are calculated based on of the number of units in the project.
With an average unit sizq that is comparatively too small, thé Reduced Shadow Alternative has
more units and thus would pay comparably higher affordable housing fees. These higher fees

turn deflate the Reduced Shadow Alternative’s project residual.

~ B. The EPS Report Uses Prices per Square Foot That Are Too Low

11.°  91% of the Reduced Shadow Alternative’s projected revenue comes from expecfed
residential sales revenue, the prodﬁct of net saleable area and sales prices per square foot. Thus,

the assumptions used for the sales price per square foot'drive a large part of the financial -

® EPS Report, Table 4.
4 EPS Report, Appendix E, p. 7.
® EPS Report, Table 8.

Cobrid3dal , V Page 5



Expert Report of Eric Sussman

conclusions containéd in the EPS Report and require an independent review. However, the sales
per square foot assumption — arguably the most important_one in the entire EPS Report - was
sourced from the “Project Sponsor”, 706 Mission Co., LLC.® The EPS Report attempts to justify
this assumption by looking at project specific, market specific, and new vs. re-sale factors.”

12.  Inrubber-stamping the Project Sponsor’s assumpvti-on, the EPS Report makes a number of
mistakes. For example, the EPS Report relies only on developer sales for each of the four
comparable buildings.® For example, it uses Four Season’s initial sales prices from 2000 — 2004
to make a comparison, rather than recent sales. It justifies this decision by comparing 14
Millennium Tower developér sales, made primarily in 2009 and 2010, a difficult market
environment, with re-sales, made in 2012 and 2013, a much stronger real estate market.® It does
this without even mentioning, much less accounting for, market-wide price increases, énd mstead
attributes any resale gain to “value-adding renovation” rather than a healthier real estate market."
13. To properly project the sales price per square foot, I have downloaded all recent sales
(since January 2011) for the four most comparable projec;t‘s: the Four Seasons Condofniniums,
the St. Regis, the Ritz-Carlton, and the Millennium Towers from Redfin.com. However, before
choosing the most likely price per square fodt for the 706 Mission Project, I adjust comparable

sales for recent, significant increases in the local real estate market.

® EPS Report, p. 10.
" EPS Report, pp. 11-18.

8 The EPS Report and | agree there are 4 recently developed projects which are most comparable to the 706 Mission
Project: the Four Seasons Residences, the Ritz-Carlton Residences, the St. Regis Residences, and the Millennium
Tower .

®For example, the seasonally adjusted San Francisco Case-Shiller Condominium Index, described below, was up
20.1% between 3/31/2010 and 3/31/2013.

1 EPS Report, p. 18

Confg]ﬁ% . Page 6



| Expert Report of Eric Sussman

14.  These increases have been well documented, with the release of April 2013 Case-Shiller
data on June 25, 2013." For example, between April 2012 and April 2013 the San Francisco
metré area saw a 28.0% jump in condominium prices year-over-year.” A broader history of the

| seasonally adj usted San Francisco Case-Shiller Condominium Index can be seen in Exhibit 1.
15. To account for the fact that a condominium .sale today in the Four Seasons Would be
different than, for example, a January 2012 transaction, I have adjusted sales prices for
comparable buildings by the relevant change in the San Francisco Metro Area Case-Shiller
Condorﬁinium Index between £h6 sales month and the end of April 2013." This adjustment, if
anythirig, understates the recent price increases, as the San Francisco Case-Shiller Conddmiﬁium
Index inclucies a fa;‘ more diverse set of propertieé than just luxury condominiums in downtown
San Francisco.' Exhibit 2 shows that, when this market adjﬁstment is made, the median adjusted
sales brice per square fopt for units 2,000 square feet orabove is § 1,814‘(the average 1S
$1,839).5
16.  To correct for the EPS Report’s flawed assumptions with actual comparable Sale;s data, I

~ update the expected sales price per square foot for the lowest floors of the Reduced Shadow

" The seasonally adjusted Case-Shiller data is widely used among academics and market practitioners — it is the
“industry standard”. Seasonally adjusted indices confrol for seasonal fluctuations in sales prices. o

12 http://www.socketsite.com/archivés/ZO1 3/06/san_francisco_house_and_condo_values_qontinue_to_gaih.html, :
accessed on 6/25/13.

13 For each comparable transaction, | adjust the sale price by the increase in the San Francisco Case-Shiller
Condominium Index between the month of sale and April 2013, the most recent available data. After the sale price is
adjusted to reflect more recent market conditions, | calculate a market adjusted price per square foot. For example,
suppose a 1,000 sq ft condominium sold for $1,500,000 in January 2012. Since January 2012, the Case-Shiller
Condominium Index is up 35.19%, which makes the market adjusted price $2,027,779 ($1,500,000 * 1.3205). Thus,
while the condominiumn sold for $1,500 per sq ft in January 2012, the increase in real estate prices since then suggest
the same condominium would have sold for $2,028 per sq ft in April 2013.

* The San Francisco MSA includes Alameda, Contra Costa, Marin, San Francisco and San Mateo Counties.

'S The EPS Report finds condominium sales of over 2,000 square feet in the project area have an average sale price
of $1,397 per sq ft. The EPS Report's project area used to calculate this average includes 10 residential buildings,
rather than the most relevant 4 used in my analysis. The EPS Report's comparable transactions go back to 2005 and
do not include any market adjustments for real estate price ¢hanges. See EPS Report, Table 4.

'® Removing the EPS Report Table 5's 14 Millennium re-sales from the analysis does not change the results in a
meaningful way. The average market adjusted price per square foot is $1,820 for units greater than 2,000 square
feet without these properties included. The median is $1,814.
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Alternative to $1,650, up from $1,150."7 I have no reason to alter the assumed price gradations |
between floors — I maintain the EPS Report’s steady increases between floors (as seen in Table
3) as a percentage of the lowest ﬂoérs. For example, the difference between Floors 11-25 and
Floors 4-10 in the EPS Report’s Table 3 is 4.35% ($1,200 vs. $1,150). I maintain that
relationship in my analyéis. | |

17. Exhibit 3 shows corrected price per square foot assumptions to b¢ ‘used- in this analysis,
based on actual recent market data. It shows that my corrected expected weighted average price
square foot is $1,692, quite conservative considering the cémparable me.diaﬁ market adjusted
price of recent condominium sales in comparable buildings greater than 2‘000 square feet is
$1,814 per sqﬁare foot.

18. - This expectation for a $1,692 a{ferage séles price per square foot is conservative for cher
reasons as well. The Case-Shiller adj ustment I have made is conservative in its own right
because the index includes mahy slower growing Metropolitan Statisti;;al-r Areasandisa lagging
indicator, with the recently released data feﬂecting changes in housing prices only through April
2013. Condominjum prices have continued to rise since then. For example, a'recent'Bloofnberg
News article says “San Francisco condo prices set a record in each of the last_three months
[March, April and May 2013], soaring 27 percent .in May from a year earlier té a median
$881,020, according to the state Realtors. The peak in the previous cycle was $811,170 in March
2008.”"® Once déta comes in conﬁrming rising prices in the area through the end of June 2013,
ﬁﬁket adjusted comparable c;)rx.dominium prices (and thus fhe expected sales price per square

foot of the 706 Mission Project) are sure to keép rising as well.

Y EPS Report, Table 3.

18 hitp:/Avww bloomberg.com/news/2013-06-26/san-francisco-s-million-dollar-homes-spur-condo-surge.html,
accessed 6/27/13.
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C. The EPS Report Uses a Smaller Floorplate Without Justification

19.  The EPS Report uées an assumed floorplate of 12,970 gross squaré feet for the Proposed
Project, but a floorplate of only 10,650 gross square feet for the Reduced Shadow Alternative.™

I see no reason that the Project and Reduced ShadO\;V Alternatives should not have the same size
floorplate.

20. Arbitrarily assuming a smaller floorplate artificially decreases the value of the Reduced
Shadow Alternative in that there would be far fewer units and less net salable square feet to sell.
This unjustified assumption makes a 2,320 gross.square foot per floor difference, aﬁd even usiﬁg
the unsupported efficiency ratio (addressed below), that means an .extra roughly 44,080 net
salable square feet for the Reduced Shadow Alternative . Thisisa major difference between the

two alternatives, and the EPS Report does not attempt to address it. -

D. The EPS Report Uses an Unsupperted Residential Efficiency Ratio

~ 21.  Asintroduced above, 91% of the Reduced Shadow Alternative’s projected revenue is
from sales of residential units, of which net saleable area is a vital driver. To determine the net
salgble area of the proposed tower, the EP‘S Report multiplies the gross square feet available for
residential sales and multiplies it by an “efficiency ratio” to account for hallways, elevators, and
similar common areas. The EPS Report ghobses a 76% efﬁciency ratio for its residential
calculations, with no support.’ My own research suggests an appropriate range between 75%
and 85%7 Discussions With local real estate professionals have supported this research and

indicated that 80% is a standard efficiency ratio for modern urban infill residential projects,

® Epg Report, Appendix D, Tables 1 and 5.

2 EpS Report, p. 11.

" 2! For an example of an article suggesting 85% is reasonable, see
hitp:/iwww. hlghrlseconcrete com/multifamily_article.pdf, accessed on 5/31/2013.
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which is in the middle of my range, and thus is the number I use to correct the EPS Report. The
EPS Report arbitrarﬂy_ us'ed'_a ratio on the low end of a normal range, making all of the
alternatives, including the Reduqed Shaddw Alternative, appear less profitable.

22. . The unsupported efficiency raﬁo assumption is very importan.t for the EPS Report’s

R conclﬁsions — each 1% allows for an (approximately) additional 3,768 square feet of net sélabl@
area, after correcting it floorplate assumption. Using my corrected expected weighted average
price per square foot, an extra 1% of efficiency ieads to an extra $6.0 million of expected project
residual. Thus by using an 80% efficiency ratio, the Reduced Shadow project 1‘esidual; using

corrected assumptions, increases by $24.2 million.

E.  The EPS Report Chooses an 18% Developer Return, Which is Arbitrarily
High ‘

23. Developer return, or the required profit the developer needs to accept the project, is
significant for a proposed project of this nature. The EPS Repqrt chooses anr 18% (.Of total costs) .
required return for the developer, at the highest end of its acéeptable raﬁg'e, to account. for the
“market risk of rolling out all of the units at tﬁe same tirﬁe, high front-end cost_s, as well as
constructién and financing risks.”” By ;:hoosing a developer return at the high end of its range,
the EPS Report makes the Reduced Shadow Alternative /appéar less profitable.

24. I do not find the EPS Report’s rationale for using an 18% rate of return to be compelling
orv justified. First, while the EPS Report cites “prior EPS experiencé” when selecting its raﬁge,_ it
does not cite aﬁy previous reports or third—party data to make its case. Second, almost every
laige development project in San Francisco or elsewhere requires significant "high front-end

costs" —the EPS Repoft provides no color as to why this market or this project requires more

Z EPS Report, p. 28.
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* significant up—'frontv costs than usual. Third, the developer will most certainly not roll out all the
units at once — there will likely be a large number of pre-sales made well in advance of the
project’s completion. In a strong market like San Francisco, where all parties can see either
model units or corﬁparable projects 'Buﬂt by the same developer, the sales risk will be
significantly mitigated. Finally, the EPS Reporf’s assertion of rglatively high “construction and
financing risks,” are made without providing any specifics. To_make an assessment of the
financing risks, I Would need_ to see financing terms or term sheets for the pfoposed project, and
thdse were not included with the report. Also, the justification does not mention the experienced
general contractor who would likely include completion guarantees in their contract, mitigating .
completion risk.

25. One way to properly evaluate the appropriate developer return is to start with the
developer’s cosf of capital. Coét of capital lis a widely used metric, used to determine the
minirmum return that an investor requires in order to move forward with an investment

opportunity, in this case a real estate development. It is often referred to as a “hurdle rate” ?

While Ivdo not know the hurdle rate for the Project Sponsor, the ‘-'d‘eyeloper, a privately held

. ‘ )
entity, the average cost of capital for publically traded Real Estate Investment Trusts ((“REITS”),
was 10.04% as of January 2013.%. Using this benchmark, one can assume that any réturn over
10.04% is economic profit over an equivalent investment alternative for the developer.
26. To estimate how much economic profit is appropriate for the developer, one must
evaluate the specific circmns’gances surrounding the proposed 706 Mission Project. The relative

risk associated with the project plays a large role in how much compensation above the cost of

capital the developer should receive for assuming such risk. Given the strength of the San

2 See, for example, Principles of Corporate Finance”, Franklin Allen, Stewart C- Myers, and Richard A. Brealy, 8™
edition, p. 16.

2 http://pages.stern.nyu.edu/~ada—modar/New_Horhe_Page/dataﬁle/wac;c.htm’l.htm, accessed on 6/21/2013.
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Francisco housing market, characterized by excess demand and a lack of supply, and the
parti‘cular exceptional infill location of the subject project, and the develop-er's association with
Webcor; a very experienced gene_ral contracfbr, it is my opinion that this is a relatively low risk
devgé’i’lopr'nent project. Thus.a roughly five percent (5%) spread over the cost of capital for

publicly-traded REITs (e.g., a 15% developer return) for this relatively low risk project would be

far more appropriate than a roughly 8% spread (e.g., an 18% developer retumn).

F. The EPS Report Includes the Purchase of TDRs

27. The EPS Report includes the purchase of TDRs a; an option in its Reduced Shadow
Alterﬁative feasibility analysis, despite not including it for a numbei of other altelnatives?'
including the Project Alternative.”® While I do not know with certainty what the City of San
Franciscob will or willmot do regarding TDRs, it seems ﬁrllikeiy that the Project Alternative and
Reduced Shadow Altcr.neitive. would have differeﬁt_outcomes with respect to TDR purchase
1-eqﬁﬁenﬁent. To reflect this presumed consistency, assufne no TDR purchases will be required

for the Reduced Shadow Alternative.

V. Correctmg Flawed and/or Unsupported EPS Report Assumptlons Makes the
’ - Reduced Shadow Alternative F inancially Feasible

28.  Theimpact these flawed and unsupported assumptions have on the Reduced Shadow
Alternative project residual cannot be overstated. By employing more appropriate and accur;ate
assumptions, Ireacha very different conclusion regarding the viability of the Reduced Shadow

Alternative.

% EPS Report, Table 8.
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29. - Exhibit 4 is a re-creation of the EPS Repoft’s Appendix A, Table 5, with corrected
assumptions. In this analysis, fér the reasons discusséd abéve, I héve:

a. Increased the average ‘c'c‘>‘ndominium size from to 2,052 square feet, which reduces
construction costs per square foét, reduces affordable housing in-lieu fees, and
increases expected sales revenue per square foot. |

b. Increaéed the proposed tower’s ﬂéorplate to 12,970 gross square feet.

C. Increaéed expected sales revenue per square foot to $1,692.%

d. Increased the efficiency ratio to 80%.

e. .Decreased the required developer return to 15%.

f. Removed the écenario where TDRs would neeci to be purchased.

Exhibit 5 shows the individual impact of each of these changes and that, after making these -
required corrections, 1‘116 Reduced Shadbw Altemativehas an expected project residual of
$100,525 ,117, making the Reduced Shadow Alternative ﬁﬁanciaﬂy feasible.

30.. Note that this correction is conservative, as I describe above why I would expect sales
revenue ‘per squé,re foot to be higher than $1,692 if the» units were sold today. Furthermore, I

have not researched and corrected every flawed and/or unsupported assumption made by the EPS

Report.

VL.  The Keyser Report Does Not Test the EPS Report’s Assumptions

31.  The Keyser Report is a very flawed peer review, as it accepted each and every key

assumption in the EPS report, with seemingly no independent verification or research to test the.

26 This correction can be thought of as a combination of two separate factors: the increased price per square foot due
fo increased unit size and the market adjustment. For exhibit 5, | estimate the correction for unit size to increase the
price per square foot from $1,150 to $1,450 for the lowest floors. Also for Exhibit 5, | estimate the market adjustment
based on the Case-Shiller San Francisco Condominium Index corrects the price per square foot from $1,450 to
$1,650 for the lowest floors. ) )
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veracity of the assumptioﬁs used. It simply restates the key asvsumptions from the EPS report and
says they seem “reasonable.”

32. In my experience, a proper peer review evaluates the subject’s key assﬁmptions by
indepegdently evaluating and corroborating them. The Keyser Report, commissioned to
“ﬁndertake a peer review” of the EPS Report,” fails to rigdrously review any of the key
assumptions I have outlined above.

33. In evaiuating thé EPS Report’s revenue estimate, the Keyser Report properly identifies
residential sales revenue aé the “dominant revenue source for &16 Project and Project

Alternatives™®

and briefly discusses the assumptions used for the prices pver square foot (but not
the size of the units or the efficiency yatios). However, it apinears to simply bless what the EPS_
Report has done, Withou’_f doing any independeﬁt research on its own. . To better review such an
important assumption, the Keyser Report coul& have at least done something similar to my
analysis of recent sales in the-4 most relevant coﬁlparable buildings. Looking at that data with a
»critical eye Would have highlighted a major flaw in the EPS Report’s methodology.

34.  The Keyser Report does not address the purchase éf TDRs or the rate of required
developer returns. In fac‘t, the only cost-related finding it addresses in that the direct_ construction

costs will increase, on a per square foot basis, as the size of the tower decreases. I find the

Keyser Report’s review of the cost assumptions to be completely lacking.

VII. Conclusion

35.  The EPS Report relies on a number of flawed and/or unsupported assumptions, as well as

a flawed peer review, to conclude the Reduced Shadow Alternative is economically infeasible.

7 Keyser Report, p. 2.
2 Keyser Report, p. 8.
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After correcting a few of these flawed and/or unsupported assumptions, the EPS Report’s

conclusion changes and the Reduced "Shadow alternative becomes economically feasible.

Executed this 28th of June, 2013

Eric Sussman
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ERIC H. SUSSMAN, CPA

ON-CAMPUS OFFICE OFF-CAMPUS OFFICE

UCLA Anderson Graduate School of Management = Amber Capital, Inc.

110 Westwood Plaza, Suite D420 : 10990 Wilshire Blvd., Suite 420

Los Angeles, CA 90095-1481 Los Angeles, CA 90024 .

Tel: (310) 825-3564 - Tel: (310) 312-4804

Fax: (310) 825-3165 Fax: (310) 312-1699

Email: esussman@anderson.ucla.edu Email: erichsussman@gmail.com
PROFESSIONAL SUMMARY

Highly qualified and multi-faceted business professional and educator. Award-winning faculty
member at UCLA's Anderson Graduate School of Management and successful executive of real estate
investment firm. Extensive experience as consultant, public speakef, expert witness, and Board
member.

CAREER EXPERIENCE

1995-Present UNIVERSITY OF CALIFORNIA, LOS ANGELES ANDERSON GRADUATE
SCHOOL OF MANAGEMENT, Los Angeles, California
LECTURER

Since joining faculty in 1995, taught thousands of graduate, undergraduate, and
executive MBA students in accounting, financial reporting, finance, and real estate
investment and finance. Voted 'Outstanding Professor' thirteen times by MBA
students, received Citibank Teaching Award (1997), Neidorf Decade Teaching
Award (2008), and rated ninth most popular business school professor in the U.S. by
Business Week (2010). Taught more MBA students in past 10 years than any other
faculty member. Specialist in corporate accounting and reporting, real estate
investment and finance, cost accounting, financial statement analysis, corporate
fraud, and valuation. Frequent lecturer on such topics. Courses/classes taught
include:

e Real Estate Investment and Finance :

e Infroductory, Intermediate, and Advanced Financial Accounting
e Cost/Managerial Accounting

e Corporate Financial Reporting

¢ Financial Statement Analysis and Equity Valuation

e Corporate Finance

Additional Results/Activities:

e Creator of Insight FSA®, an accounting risk assessment software program.
e Provide forensic accounting services to numerous institutional investment clients.
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« Creator of MBA Special Topics in Advanced Accounting course and co- developer
of Undergraduate Business Institute.

"o Advised numerous MBA consulting projects (nationally and gldbally), assisting

1993-Present

1988-1992

firms on strategic, marketing, and financial issues.

e Taught MBA Cost Accounting Course at Helsinki School of Econormics, Helsinki,
Finland (voted best core course professor of 2004).

e Lectured in and about economic issues in Brazil, China, Dubai, Saudi Arabia, and
Italy. '

o Acted as expert witness and consultant for commercial litigation, involving matters
‘of corporate disclosure, audit effectiveness, valuation, real estate due diligence and
practices, and economic damage analyses. '

AMBER CAPITAL, INC.; SEQUOIA REAL ESTATE PARTNERS; CLEAR CAPITAL,
LLC; FOUNTAIN MANAGEMENT, LLC, Los Angeles, California '

www.sequoiarealestatepariners.com
PRESIDENT; MANAGING MEMBER

Since founding in 1993, firms have acquired and syndicated over $220 million of multi-
farnily, industrial, retail, and office properties throughout the U.S,, focusing on

Southern California. Currently own/operate approximately 2,000 apartment units and
500 thousand square feet of commercial (retail and industrial) property. Primary focus

" on rehabilitation and repositioning of multifamily assets. Employ approximately 15

people in project management, construction, and accounting.

Additional Results/Activities:

e Provided investots with over 15% compounded internal rate of return since
inception (over all transactions).

e Developed class-A industrial warehouse in Commerce, California and multi-family
project in Hollywood; converted 76 condominium units in Los Angeles, CA.

e Formed Pacific Value Opportunities Fund I and II, L.P. to acquire and reposition
single- and multi-family properties in Western U.s.

e Provide tax, financial planning, portfolio management, and related consulting
services to individual and corporate clients.

PRICE WATERHOUSE, Los Angeles, California

AUDIT MANAGER

Planned, coordinated, and supervised audit and due diligence services for varied
domestic and multi-national clients. Representative clients included The Walt Disney
Company, Bell Industries, Inc., Carter Hawley Hale, Inc., and Loyola Marymount
University. Earned highest evaluative ratings and received earliest possible
promotions. | '
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EDUCATION

1991-1993 STANFORD GRADUATE SCHOOL OF BUSINESS, Palo Alto, California
M.B.A., 1993, Arjay Miller Scholar - top 10% of graduating class

1984-1987 UNIVERSITY OF CALIFORNIA, LOS ANGELES, Los Angeles, California
B.A. Economics-Business, 1987 :
Summa Cum Laude and Phi Beta Kappa, Economics Achievement Award (top 1%)
Completed degree in three years

BOARD OF DIRECTOR/PROFESSIONAL AFFILIATIONS

o Licensed CPA and real estate broker (inactive), State of California.

e Chairman, Board of Trustees, and Audit Committee member, Causeway Capital
Group of Funds (approximately $2.2 billion in assets, collectively) :

e Member, Board of Directors, Bentley-Forbes, LLC

e Member, Board of Directors, Pacific Charter School Development, Inc.

e Former Chairman, Presidio Fund (domestic value fund, closed May 2010)

e Former Member, Board of Directors, and Audit Committee Chair, Atlantic Inertial
Systems, developer and producer of electromechanical sensecrs (sold, Dec. 2009)

REPRESENTATIVE EXPERT WORK IN LITIGATION CONTEXT

Holmes v. CenterTrust, Inc,
Retained by Plaintiff
Plaintiff's Counsel: Henry Finkelstein, Esq., Greenberg, Glusker, Flelds etal

Plaintiff claimed breach of contract and fraud involving his sale of a shopping center to Defendant, a
publicly traded real estate investment trust. Provided numerous valuation énalyses, including damage
assessments; reviewed the Defendant's financial disclosures in filings with the Securities and - '
Exchange Commission; wrote several memoranda and declarations as a part of case filings. .

Sorisho v. Solectron, Inc.
Retained by Plaintiff
Plaintiff's Counsel: Charles WlSCh Law Offices of Charles Wisch

: Plainti.ff, a former CFO of one of Defendant's business units, filed suit against his former employer for
wrongful termination, alleging that termination was retributive, in response to complaints to corporate
executives about improper, inconsistent, and material accounting issues. Provided numerous analyses |
and written declarations as a part of court filings.
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"TSCO Glendale, LLC v. Alex Hakakian and related cross actions

Retained by Defendant. _
Defendant's Counsel: Michael Taitelman, Freedman & Taitelman, LLP

Plaintiff, who owned certain retail commercial space in Glendale, California, was Defendant’s
landlord and filed suit against Defendant for breach of contract. Dispute centered around certain
provisions of the underlying lease agreement involving whether Defendant was obligated to operate
retail operations on the premises, subleasing provisions, and payment of percentage rent. Provided
quantitative analyses regarding market rental rates and testified on behalf of Defendant at deposition.

Valida Michelle Bouie v. International Medical Corps, et al.

Homayoun Bazarvan v. Hilton Universal City, and

Towers et al Keith Konheim v. Veeco Instruments Inc.

(A1l separate actions)

Retained by Plaintiff - :
Plaintiff's Counsel: Frank A. Magnanimo, Esq., Appleton, Blady & Magnanimo LLP

Plaintiffs filed suit for wrongful termﬁation and related claims. Provided damage analyses for counsel

and related work.

Bryan Miller et al v. 3944 Kentucky Homeowners Association, et al.
Retained by Plaintiff
Plaintiff's Counsel: Litt, Estuar, Harrison, Miller & Kitson

Plaintiff filed suit for breach of fiduciary duty, negligence, and fraud against HOA which manages his
condominium complex. Reviewed numerous documents and provided various analyses of claims. '

Thomas v. Slauson Transmission Parts
Retained by Plaintiff. '

Plaintiff's Counsel: Frank A. Magnanimo, Esq., Appleton, Blady & Magnanimo LLP

Plaintiff sued for wrongful termination and related claims. Testified at arbitration on economic
damages and provided detailed report on same. '

Peter Kraus & Valshop LLC v. Cinema Drive Partners

Retained by Plaintiffs
Plaintiff's Counsel: Christine Calareso, Selman & Breitman, LLP

. Plaintiff sued for fraud, negligent misrepresentation and related claims in connection with the
-~ acquisition of a shopping ceriter. Reviewed documents and consulted extensively with counsel on
economic damages and standard due diligence practices.

6246



Appendix A

ERIC H. SUSSMAN, CPA
% )

-Mary Baccash et al v. George Assali et al
Retained by Plaintiffs
- Plaintiff's Counsel: Jennifer Clingo, Selman & Breitman, LLP

Plaintiff sued for fraud and related claims in connection with numerous (real estate) refinancing
transactions. Performed. forensic accounting review of underlying documents (title, escrow, checks,
bank statements) and provided conclusions to counsel.

Firestone Financial Corporation et al v. Lorman et al
Retained by Plaintiffs
Plam’aff s Counsel: E. Lee Horton, Wa]ler La_nsden Dortch' & Davis; Charles Kreindler, Mayer Brown

Plaintiff sued for numerous claims including fraud, breach of trust, breach of fiduciary duty, and
related claims. Engaged to review various lending transactions, assess related risks, and damages to
plaintiffs.

John H. Tory, IRA v. EVP Fourth Corp., et al.
Retained by Plaintiffs
Plaintiff's Counsel: Rick Perez, Perez & Miller

Plaintiff sued for fraud, breach ﬁduc1ary duty, and related Jaims related to the sale of a substantial
multt—fanuly asset in Los Angeles. Prepared declaration for court filing(s).-

Caruso Affiliated Holdings v. Gereral Growth Properties, Inc., ef al
Retained by Plaintiffs
Plaintiff's Counsel: Henry Shields, Irell & Manella, LLP; John Gordon, Quinn Emanuel

Plaintiff sued for fraud, malice, and oppression related to the tortuous interference with a large-scale
retail shopping center development. Engaged in punitive damages phase of the case to evaluate
defendant's financial condition and related SEC filings and disclosures.

Deborah Freeman v. Federated Department Stores, Inc., et al
Retained by Defendants '
Defendant's Counsel: Chrstine Calareso, Selman & Breitman, LLP

Plaintiff sought damages caused by i injuries aﬂegedly sustained in a mall parking lot. Provided
economic damage analyses.
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Pennebaker v. Jamboree Management, et al
Retained by Defendants o
Defendant's Counsel: Richard Seely, Law Offices of David Brault

Plaintiff sought damages caused by alleged. injuries sustained af apartment complex owned and
managed by defendant. Consulted upon regarding standard property management practices

and economic damage analyses.

Jason C. Beaver et al v. PN II Inc. d/b/a 'Pulte Homes 0 Nevada Inc. Del Webb Communities, I1;c., et al

Retained by Defendants
Defendant's Counsel: Sean Thueson, Holland & Hart, LLP

Plaintiff filed suit in Clark County, Nevada, alleging numerous claims (breach of covenant of good
faith, fraud, negligent misrepresentation) related to the sale(s) of new homes in the Las Vegas area.
Prepared detailed report rebutfing plaintiffs' and plaintiffs’ experts' claims. '

Julian 1. Aroesty, Trustee v. Rocky Mountain Pictures, Inc., et al

Retained by Defendants
Defendant's Counsel: Ashton Watkins, Law Offices of Ashton Watkins

Plaintiff filed unlawful detainer action égainst defendant for alleged violations of a Fornmi AIR
commercial lease. Testified at trial on relevant accounting issues (GAAP, tax, fair market value vs.
cost) and standards under assignment and subletting clause(s).. e

" Asphalt Professionals, Inc. v. T.0. IX, et al
. Retained by Defendants
Defendant's Counsel: David Wilzig, Law Offices of David Wilzig

Plaintiff filed breach of contract action and related fraud action related to alleged outstanding bills on
a residential construction project. Consulted upon regarding matters of standard accountingand
formation practices of special purpose real estate entities.

Johann Wernhart v. National Hotrod Association et al
Retained by Plaintiffs
Plaintiff's Counsel: Thomas Hoegh, Law Offices of Thomas Hoegh

Plaintiff filed claims forldamages for personal injuries sustained during a racing accident. Prepared
economic damages and lost profits assessment arising from plaintiff's abandonment of a business

venfure.
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Steven Hudson v. Sotheby's et al
Retained by Plaintiffs .
Plaintiff's Counsel: Allen, Matkins, Leck Gamble, &r_ Mallory LLP

Plaintiff filed claims for breach of contract, negligent misrepresentation, fraud and related damages

- arising from the alleged failure to disclose material facts related to plaintiff's purchase of a single
family residence. Provided assistance in compilation of discovery assessing and evaluating economic
damages claims. '

Gateway 4th, LLC v. Pacific Cit1LHome, LLC, et al
Retained by Plaintiffs -
Defendant's Counsel: Miller & Barondess LLP

Plaintiff sought an injunction against a lender, to prevent‘ foreclosure of a residential development
project. Provided an opinion as to the likelihood of Defendant's ability to sell condominium units at
certain specified reserve prices, and submitted declaration regarding same.

Todd Kurtin v. _Bruce Elieff, SunCal Management, ef al
Retained by Defendants - '
Defendant's Counsel: Miller & Barondess LLP

Plaintiff filed claims for breach of contract, fraud and related darrages arising from the alleged breach
of a Settlement Agreement. Retained to provide accounting for disbursements made from certain real
estate entities, and render an opinion as to certain accounting methods and practices employed by
Defendants. Prepared two detailed reports, and testified at deposmon (twice), bench trial (equitable
phase), and jury trial (legal phase). :

Abhyankar v. Countrywide et al
© Retained by Plaintiff
Plaintiff's Counsel: Blady & Weinreb LLP

Plaintiff sued for wrongful termination and related claims. Testified at arbitration on economic
- damages and provided detailed report on same.

Fred Sands v. KPMG et al
Retained by Defendant
Defendant's Counsel: Gibson, Dunn, & Crutcher LLP

Plaintiff sued for breach of fiduciary duty, fraud and related claims. Retained to evaluate claims and
provide guidance on discovery matters.
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The Eugene M. St. John Living Trust v. The Del Rey Devel'opment 1997 Trust
Retained by Defendant
Defendant's Counsel: Seed Mackall LLP

Plaintiff (Petitioner) sought reduction and/or removal of trustee and asset manager related to a trust
with sizeable real estate and other assets. Retained to evaluate claims and provide guidance on
discovery matters. Prepared report, and provided deposition testimony on same.

' Michael Garcia v. Smart & Final, Inc. et al
Retained by Plaintiff
Plaintiff's Counsel: Blady & Weinreb LLP

Plaintiff sought damages for wrongful termination. Provided report and testified at deposition as to
economic damages resulting from alleged wrongful conduct. : '

Nisson Motor Acceptance Corporation v. Superior Auto of Fremont et al
Retained by Defendants (and Cross-complainants) '
Defendant's Counsel: Miller & Barondess LLP

. Retained to evaluate and estimate damages sustained by Defendants, specific to certain real property
owned by Defendant, as a result of alleged Plaintiff's actions. Testified at deposition and jury trial.

Mavrital Dissolution Proceeds: Marriage of Kruse
Retained by Counsel for Ms. Tammy Kruse
' Client’s Counsel: Law Offices of William R. Burkitt

Retained to opine on approaches and protocol when valuing certain business interests owned by
client and her former spouse. ' '

‘Laurel Canyon-Chelsea, Theodore Stein, Jr. v. Cathay Bank
Retained by Defendants (and Cross-complainants)
» Defendant's Counsel: Miller & Barondess LLP

Retained to evaluate reasonableness of Defendant’s actions with respect to certain borrowings by
Plaintiff. | ‘

The Rusnak Group v. R&G Builders
Retained by Plaintiffs
Plaintiff's Counsel: Glaser, Weil, Fink, ]acobs et al

Retained to evaluate and estimate damages sustained by Plaintiffs, as a result of construction defects
caused by Defendants.
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Free Regional Water Authority . M&H REalty Partners VI, L.P. et al
Retained by Defendants
Defendant's Counsel: Glaser, Weil, Fink, Jacobs et al

Retained to value certain property subject to an easement, and related economic damages. Prepared
report, and testified (deposition and arbitration) regarding same.

Clarence F. Konkel and Barbara |. Konkel, Trustees v. Alan C. Fox et al
‘Retained by Plaintiffs
Plaintiff's Counsel: Clarkson/Riley LLP

Retained by Plaintiffs to opine on relative risks of various real estate investment opportunities and
common practices of real estate sponsors and investment offerings, including tenant-in-common
syndications.

Le Kun Wu ef al v. Magnus Sunhill Group, LLC ef al
Retained by Plaintiffs
Plaintiff's Counsel: Godwin Heath, LLP

Retained by Plaintiffs to opine on standard structures of real estate investments, documentation and
disclosures typically provided to investors in real estate partnerships or similar entities, fees and costs
paid by investors to sponsors of real estate investments, and nature of accounting records that should
be prepared and maintained by privately-owned real estate investment firms. Prepared report, and
testified at deposition and jury trial regarding same.

IMT Capital 11525 Blucher, LLC v. NMS Properties, Inc. et al
Retained by Plaintiffs (and Cross-Defendant)
Plaintiff's Counsel: Hughes Hubbard & Reed, LLP

Retained to opine on damages alleged from improvements made to an easement between parties.
Testified at deposition.

EXPERT WORKVIN ADMINISTRATIVE CONTEXT

Fortune Commercial, Inc., DBA Seafood City. Retained by Charles Miller, Esq., Law Offices of Charles
Miller, to review documents surrounding "Application for Alien Employment Certification,"” which
had been initially declined, and drafting of letter/declaration to Department of Labor (DOL) on behalf
of applicant. '

State Bar of California. Retained by Ms. Nancie Arbogast, an Investigator with the State Bar of
* California, to review certain financial documents and render a written analysis and opinion to support
‘the Bar's acfions against a certain respondent. '
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Lewis,D’Amato, Brisbois, & Bisgaard, LLP. Retained by a certain of-counsel member of the firm to
assist him in his negotiations related to his continued employment and associated compensation N
associated therewith. Prepared detailed analyses of the firm operations (billable hours by staff,
evaluation of client activity) in order to evaluate the profitability of this individual and his team to the

fjlrm.

REPRESENTATIVE CLIENT LIST

Alden Vineyards
Allen, Matkins, Leck, Gamble, & Mallory LLP
Amdocs, Inc.
Appleton, Blady, & Magnanimo, LLP -
Association of Scientific Advisors, Inc.
Blady & Weinreb LLP
Bruce Burkitt, Esqg.
Catalina Marketing Corporation
Charles Miller, Esq., The Miller Law Offices
Clarkson Riley LLP
Community Partners
Cornerstone Research
Epoch Partners
Firestone Financial Corp.
Freedman & Taitelman, LLP
Gerson-Lehman Group '
Gibson Dunn & Crutcher LLP.
Glager, Weil, Fink, Jacobs, et al
Godwin Heath LLP
Greenberg, Glusker, Fields, Claman, Machtinger, & Kinsella, LLP
HNC Corp. (Fair Isaac) '
Holland & Hart, LLP
Huges Hubbard & Reed, LLP
Irell & Manella, LLP
James Hardie Corp
Johnson & Johnson
- Kaiser Permanente
Kennedy Wilson

" Law Offices of Ashton Watkins

Law Offices of David Brault

Law Offices of David Wilzig

Law Offices of Thomas-Hoegh

Lewis, D'Amato, Brisbois, & Bisgaard, LLP
Los Angeles Kings

Mayer Brown

Merrill Lynch

Miller Barondess LLP

Montgomery & Co .

National Institute of Investor Relations (NIRI) .
Perez & Miller

Public Relations Los Angeles
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Quinn Emanuel et al, LLP
Ratkovich Company
The Riordan Program
Seed Mackall LLP
Selman & Breitman, LLP
State Bar of California
Stifel Nicolaus
TAP Pharmaceuticals, Inc.
TEKES, Finish Technology Agency
Thomas Weisel Partners
Trammel Crow
Waller Lansden Dorth & Davis, LLP
Watson Law Group '
" Wisch Law Group, Charles Wisch, Esq.
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EPS Report's Appendix A, Table 5
With Corrected Assumptions

ltem

Exhibit 4

Assumption -

. Residential Flex Option

DEVELOPMENT PROGRAM
Gross Building Square Feet

Residential
Gross Square Feet
‘Net Saleable Area
Units

Parking Spaces

80% Efficiency Ratio

477,060

376,810
301,448 11
147 4

470

DEVELOPMENT REVENUE

Residential Sales Revenue
(less) Commission Expenses
Residential Parking Sales Revenue

Lease Revenue
Parking

Subtotal, Lease Revenue
(less) Capital Reserve

Annual Net Operating Income
Capitalized Value '

Total Revenues

3% of purchase price
$100,000 per space

$322 / space / mo.
1.0% of LeasevR-even-ue

6.0% cap rate

$511,120,930 B! -
(3$15,333,628)
$14,700,000

$1,244.208

$1,244,208
- ($12,442)

$1,231.766
$20,118,843

$530,606,146

DEVELOPMENT COSTS

2006 Acquisition of Aronson Building
Agency Site Purchase/Conveyance

Aronson Building Property Costs

Direct Construction Costs
Predevelopment Entitlement Costs
Direct Construction
Exterior/ Curtain Wall
Tenant Improvements (Office)

Subtotal, Direct Construction Costs

Indirect Costs -
Architecture and Engineering
Fees and Permits
Legal
Sales and Marketing
Other Indirect Costs

Suptotal, Indirect Costs

$517 / gross sq.ft.

$100 / sq.ft of facade
$100/sq. ft.

$23,500,000
$39,393,904

$9,388,235

$227,437,625 ¥
$1,328,000
$0

'$238,153,860

3.9% of Direct Costs $9,288,001
2.9% of Direct Costs $6,906,462
0.6% of Direct Costs 31,428,923
1.4% of Direct Costs $3,334,154
9.8% of Direct Costs $23,339,078
18.5% to 18.6% of Direct Costs $44,296,618
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S - Exhibit 4
EPS Report's Appendix A, Table 5
~ With Corrected Assumptions

ltem Assumption Residential Flex Option
Other Project Costs : _
Museum Operating Endowment ‘ $5,000,000
Aronson Building Rehab/Renovation ) -
Required Affordable Housing In-Lieu Fees $10,275,917
Additional Affordable Housing In-Lieu Fees . $4,110,367 ¥
Purchase of TDRs (if applicable) $24 [ gross sq.ft. : - $0 8l
Absorption Period HOA Dues $241,825
Open Space Maintenance (GMOS) $471,013
EIR-Related Measures $975,000
Other Project Costs : » $7,565,000
Subtotal, Other Project Costs . ' $28,639,122
Total Costs ' ' $373,983,503
DeveloperReturn _ 15% of Total Costs - _ ‘ $5‘6,09‘7,525 7l
Project Residual ' $100,525,117
Noté:

[1] The 80% efficiency ratio is updated based my own research and conversations with other real estate experts. :

[2] The updated number of units is based on the corrected unit size of 2,052 sq.ft and the Net Saleable Area of 376,810
sq.ft. ’

[3] The updated Residential Sales Revenue is calculated by multiplying Net Saleable Area by the expected sales price per
sq.ft. : ' o

[4] Direct construction costs are calculated based on a corrected gross square foot cost of $477/sq.ft, which has been

corrected based on the larger average units.
[5] Affordable Housing In-Lieu Fees are calculated based on the updated number of units .

[6] No TDR purchases are included.
[7] Corrected from 18% in the EPS Report.
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1. INTRODUCTION

" In order to assist the City of San Francisco in making environmental findings pursuant to the
California Environmental Quality Act (CEQA), Economic & Planning Systems, Inc. (EPS) has
evaluated the financial feasibility of the 706 Mission Street: The Mexican Museum and Residential
Tower Project (the “Project”) and the project alternatives (the “Project Alternatives”) identified in .
the Environmental Impact Report ("EIR”) prepared for the Project. The Project analyzed in the
EIR includes construction of a new residential tower at 706 Mission Street connected to a

restored and rehabilitated Aronson Building, with a mix of residential, Mexican Museum,

restaurant/retail, and possibly office uses.

For this analysis, EPS prepared financial pro formas for the Project and.the Project Alternatives
that indicate whether or not each is financially feasible. The Project and the Project Alternatives '
are described in Chapter 2. ‘The pro formas evaluate whether or not the Project and the Project
Alternatives will generate sufficient revenues to pay for all development costs and developer

return.

In this analysis, the net revenues above the minimum returns required for project feasibility are
referred to as the “Project Residual.” If the Project Residual is positive, then the project is
financially feasible. If the Project Residual is negative, then the developer is not able to earn a
sufficient return on the project and it is considered financially infeasible. In these cases, the
project is not likely to be developed. As summarized in Table 1 and further detailed in Chapter
3 and Appendix A, EPS has determined that the Project is financially feasible. The Separate
Buildings Alternative is also financially feasible, while the other Project Alternatives are not
financially feasible because in those cases, project costs plus developer targgted return exceed

project revenues.

op
N
a3l
N
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2. DESCRIPTION OF PROJECT AND PROJECfALTERNATIVES

EPS evaluated the Project as well as four of the five Project Alternatives analyzed in the EIR.
Alternative A, the No Project Alternative, is not evaluated in this analysis. The components of
the Project and the Project Alternatives that affect the financial feasibility analyses are described
below and displayed on Table 2. More detailed descriptions of the Project and the Project

Alternatives can be found in the EIR.

~Project

The Project Site (the "Site”) is on the northwest corner of Third and Mission Streets, near the
southern edge of San Francisco’s Financial District neighborhood. As shown on Figures 1 and
2, the Site consists of three lots: the entirety of Assessor’s Block 3706, Lots 093 and 275, and
portions of Assessor’s Block 3706, Lot 277. Together, these lots cover an area of approximately

. 63,468 square feet or appljoximately 1.45 acres.

- The eastern portion of the Site is occupied by the historically important, 10-story Aronson
Building. ThHe Aronson Building has a retail use on the ground floor and office uses on the floors
above. The western portion of the Site is vacant at the surface. This vacant susface lot is the
location that was chosen in'1993 by the San Francisco Redevelopment Agency and The Mexican
Museum as the future permanent home of The Mexican Museum. The Site also includes the
four-level Jessie Square Garage, which is underneath Jessie Square. The garage has 442
parking spaces and is open to the public. Jessie Square is adjacent to and west of the Site, and
the Site also includes an airspace parcel for the portion of the tower that cantilevers over Jessie

Square.

The Successor Agency to the San Francisco Redevelopment Agency (the “Successor Agency”) is
_the owner of Assessor’s Block 3706, Lots 275 and 277.1 The Project Sponsor, 706 Mission Street
Co., LLC (the “Project Sponsor” or the “Developer™), is the owner of Assessor’s Block 3706, Lot
093. The purchase/conveyance of what-is referred to as the “Agency Site” in the pro formas in
Appendix A refers only to the portion of the Project Site that is currently owned by the

Successor Agency.

The Project consists of the construction of a new 47-story, 520-foot-tall tower with two floors
below grade (basement floors of the tower) on The Mexican Museum portion of the Agency Site.
The new tower would be adjacent to and physicélly connected to the Aronson Building, which
would be restored and rehabilitated as part of the Project. Overall, the Project would contain up

1 The San Francisco Redevelopment Agency was dissolved by State legislation effective February 1,
2012, The Successor Agency to the former Redevelopment Agency has assumed responsibility for
working with 706 Mission Street Co., LLC, the Project Sponsor, fulfilling the obligations of the
- Redevelopment Agency. Though the Yerba Buena Center Redevelopment Project Area has expired,v
the Project site is the final vacant site that had been identified for infill redevelopment in the former

Redevelopment Area.

Fconomic & Planning -Systems, Inc. 0Z/ 34 P1\121000\121084_706MissionSt\Report\121084report_050813.docx
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Financial Feasibility of

706 Mission Street Project and Project Alternatives
’ Report 05/08/13

to 215 premium condominium units with an average size of 2,000 square feet, seven floors of

flex space (residential or office use) in the Aronson Building, approximately 52,285 gross square
feet of space for The Mexican Museum (in both the Aronson Building and the tower), 4,800 gross
square feet of ground-floor retail/restaurant space for potential use by The Mexican Museum,
and associated building services. The new tower would contain up to 43 floors of residential
space and four floors of museum space. The Aronson Building would contain retail/restaurant

. space on the ground floor and museum space on the second and third floors. In addition, two -
flex space options are-proposed for the fourth through tenth floors of the Aronson Building. The
residential flex option. (the “Residential Flex Option”) would convert these seven floors from
office use to up to 28 residential units, and the office flex option (the “Office Flex Option”) would
continue their use as office space. The tenth floor of the Aronson Building could be dedicated to
residential amenity space if the residential amenity space is not provided on the fifth floor of the

new tower.

As part of the Project, the Successor Agency would convey the Jessie Square Garage and its |
entrance ramp to the Project Sponsor. The garage would be converted from a publicly-owned
garage to a privately-owned garage. The total number of parking spaces in the Jessie Square '
Garage would increase from 442 to 470 with the Project. The utilization of the existing
mezzanine area below the Contemporary Jewish Museum will accommodate approximately 38
new parking spaces. Approximately 10 spaces will be removed for vehicular access and
circulation, resulting in a net increase of 28 spaces. Of the 470 parking spaces, 210 spaces on
the upper two leveis would remain available to the general public. These 210 spaces would
include parking for St. Patrick’s Church, the Contemporary Jewish Museum, and The Mexican

. Museumn. The remaining 260 spaces would include-one parking space available for each
residential unit, leased spaces and one to two car share spaces. g

The Project and related real estate transaction(s) are the. subject of a May 4, 2010, Exclusive
Negotiation Agreement (“ENA") between the Successor Agency and the Project Sponsor. In
‘addition to the Project components described above, the ENA also requires the Project to:
‘construct the core and shell of the museum space; contribute $5.0 million to an operating
endowment for The Mexican Museum to help support its ongoing operations; defease the
outstanding Jessie Square Garage bonds and repay the Successor Agency’s debt to the City; pay
the equivalent of a 28 percent affordable housing in-lieu fee; and make annual contributions to
the Yerba Buena Gardens common area maintenance account.

Alternative A: No Project Alternative

Alternative A, the No Project Alternative, is not evaluated in this analysis.

Alternative B: Existing Zoning Alternative

The purpose of the Existing Zoning Alternative is to provide an alternative that complies with the

existing zoning for the Site, which includes a maximum floor area ratio of 9.0 to 1 with the
purchase of transferable development rights ("TDRs"). With the purchase of TDRs, the Existing
Zoning Alternative would result in a new 196-foot tall (13-story) residential building, which is
354 feet (34 stories) shorter than the Project. As with the Project, the new building would also
be physically connected to the adjacent Aronson Building. If the Office Flex Option were

Economic & Planning Systems, Inc. 62 7ﬂ P:\121000\121084_706MissionSt\Report\121084report_050813.docx
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pursued, the Existing Zoning Alternative would include approximately 52,560 gross square feet
of Class A office space in the Aronson Building and up to 50 condominium units in the new
building. If the Residential Flex Option were pursued, the Existing Zoning Alternative would
include up to 74 condominium units and no office space.

The amount of space set aside for The Mexican Museum would be reduced to approximately
45,000 gross square feet in this Alternative. Consistent with the Project, approximately 4,800
gross square feet of ground floor retail/restaurant space could potentially be part of The Mexican
Museum.

Under the Existing Zoning Alternative, the Jessie Square Garage would not be conveyed to the
Project Sponsor as the scale of the development under this Alternative is insufficient to justify
the expense of purchasing the garage.? The garage would remain public, and there would not be
any private parking spaces-available for purchase by prospective residents.

Alternative C: Separate Buildings Alternative

" The purpose of the Separate Buildings Alternative is to minimize changes to the Aronson
Building.® Accordingly, this alternative does not call for a physical connection between the new
tower and the Aronson Building and assumes a reduced scope of restoration for the Aronson v
Building. However, the parameters of the new tower otherwise remain consistent with the tower
proposed as part of the Project (520 feet tall and 47 stories). The Separate Buildings Alternative
would include up to 187 condominium units in the tower and approximately 78,849 gross square
feet of office space in the Aronson Building (there would be no flex options). The amotunt of
space set aside for The Mexican Museum would be reduced from 52,285-gross square feet to
approximately 46,655 gross square feet (the lower five floors) in the tower. The amount of
ground floor retail/restaurant space potentially available to The Mexican Museum would remain
unchanged at approximately 4,800 gross square feet. '

Alternative D: Increased Residential Density
Alternative '

The Increased Residential Density Alternative would be similar to the Project except the size of
the residential units would decrease, for an overall increase in the number of units. If the Office
Flex Option were pursued, the Alternative would include approximately 61,320 gross square feet
of Class A office space in the Aronson Building and.up to 283 condominium units. If the

2 Including conveyance of the Jessie Square Garage would add additional costs to the Existing Zoning
Alternative, as the amount of the Jessie Square Garage bond defeasance and the outstanding loan to
the City are greater than the parking revenues that could be realized. Including conveyance of the
Jessie Square Garage would further erode the financial feasibility of this Alternative.

3 Under the Separate Buildings Alternative, both of the non-historic additions would be
demolished. The west non-historic addition currently serves as the core of the building
_(elevator, stairs, etc.), so a new internal core for the Aronson Building would need to be

constructed under this Alternative. '

Economic & Planning Systems, Inc. ) 628719 P:\121000\121084_706MissionSt\Report\121084report_050813.docx
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‘Residential Flex Option were pursued, the Alternative would include up to 325 condominium units

" and no office space.

Like the Project, the Increased Residential Density Alternative would allocate approximately
52,285 gross square feet, spread between the tower and the Aronson Building, for The Mexican
Museum, and approximately 4,800 gross square feet of ground floor retail/restaurant space

could potentially be part of the Museum.

Alternative E: Reduced Shadow Alternative

The Reduced Shadow Alternative would reduce the height of the tower from 520 feet to 351 feet
(27 stories) to reduce the shadow impacts of the Project. Like the Project, the new tower would
be connected to the Aronson Building and the full scope of restoration of the Aronson Building
would be completed. If the Office Flex Option were pursued, the Alternative would include
approximately 52,560 gross square feet of Class A office space in the Aronson Building and up to
162 condominium units. If the Residential Flex Option were pursued, the Alternative would
include up to 186 condominium units and no office space.

The amount of space set aside for The Mexican Museum would be reduced frem 52,285 gross
square feet to approximately 45,000 gross square feet in this alternative. The amount of ground
floor retail/restaurant space potentially available to The Mexican Museum would remain

unchanged at approximately 4,800 gross square feet.

Economic & Planning Systems, Inc. 6 2 8‘;0 P:\121000\121084_706MissionSt\Report\121084report_0SD813.docx



3. FINANCIAL FEASIBILITY

EPS developed financial models t6 simulate the development economics of the Project and four
of the Project Alternatives under consideration in the EIR. The financial model consists of a
static pro forma based on development costs and revenue estimates specific to each of the
alternatives, resulting in a “Project Residual” that can be compared across the alternatives. If
the Project Residual is negative, a property owner or developer will not have economic incentive
‘to develop the property, and the project is therefore deemed to be infeasible. Those alternatives
resulting in positive Project Residuals after accounting for developer return are considered to be
feasible. It should be noted that even if this analysis determines that the Project or an
alternative is feasible from the perspective of development economics, a financial lender will -
need to separately evaluate feasibility based on lending criteria. '

Methodology and Assumptions

EPS developed ‘ﬁnanci.al pro formas for the Project and each Project Alternative, differentiating
between the Office Flex options and the Residential Flex options where relevant. The financial
pro formas are used to simulate the costs of developing the Project and the Project Alternatives

compared with the petential revehues that may be generated. The resulting Project Residuals
provide an indication of financial feasibility.

The pro forma medels developed for these analyses are “static” and do not account for the
timing of construction costs relative to the revenues from residential sales. The Project Sponsor
‘provided all the project description information for the Project and the alternatives, consistent
with the EIR, and much of the _developrhent revenue and cost information. Webcor Builders
provided all direct construction cost information. Where specific development revenue or cost

" information was not provided or is unknown, EPS applied generalized development and operating
cost figures based on our previous experience in San Francisco and vetted these assumptions

with the Project Sponsor.

The pro forma analyses (included in Appendix A) provide an estimate of potential Project
Residuals associated with the Project and each alternative under near-term market conditions
(i.e., the next five years). Actual feasibility will depend on the price points and absorption
schedule that the Project is able to realize. Specific revenue and cost assumptions are described

in detail below,

Development Revenue

Residential Revenue Assumptions

To estimate potential per sqvué re foot prices for the Project and the Project Alternatives, EPS
reviewed publicly available condominium sales data in San Francisco, including project-specific

sales data at other luxury condominium developments in the project vicinity, taking as many

- project similarities and dissimilarities into account as possible. This research was used to

confirm the price per square foot estimates provided by the Project Sponsor. In the pro formas,
residential revenue calculations are based on a weighted-average price per square foot that
‘varies by flex option and by alternative to reflect variations in height and unit configuration,

Economic & Planning Systems, Inc. 6 28 1 ) P:\121000\121084_706MisslonSt\Report\121084report_DS0813.docx



Financial Feasibility of

706 Mission Street Profect and Project Alternatives
Report 05/08/13

which affect views. The ahalysis assumes a 76 percent efﬁciericy ratio across the alternatives for
the sake of consistency, which is applied to the gross residential square footage to calculate the

net saleable square feet. .

Proiect Pricing Factors

The Project will add up to 215 luxury condominium units to the Yerba Buena neighborhood.
Unlike the nearby Four Seasons, Ritz Carlton and St. Regis, however, the Project would not offer
affiliation with a branded hotel and the services they provide. There are several critical factors to
_consider in establishing the projected prices that are used in this analysis, which are described

below.

Project Location . )
The Site is located on Mission Street at Third Street in San Francisco, overlooking the Yerba

Buena Center and Gardens to the southwest, in the South of Market neighborhood. This areais
considered a premiere residential location in the City due to its proximity to downtown, cultural

offerings, numerous amenities and transit.

7 Size and Quality of Units .
The Project in total would include up to 215 premium condominium units featuring high quality

design and finishes and averaging approximately 2,000 square feet in size. Like the Project, the
Existing Zoming Alternative and the Separate Buildings Alternative also propose large residential-
units, with average unit sizes between 1,800 and 2,000-sguare feet. The Increased Resideritial

Density Alternative and Reduced Shadow Alternative propese smaller residential units averaging

between 1,250 and 1,400 square feet.

The residential units will vary (size, orientation, views and price) depending on whether they are
in the tower or the Aronson Building (residential flex options only) and by.a[terhative. For the
Project, the tower would contain up to 43 floors of residential space over four floors reserved for
The Mexican Museum, with up to 191 units. The Aronson Building would contain up to seven
floors of residential space over three floors of museum and retail space and would include up to -

24 units.

Parking : _
Parking for all units would be available for purchase in the Project and all Project Alternatives

except for the Existing Zoning Alternative. However, as parking would be sold separately (un-
bundled) from the units, as required in San Francisco, projected unit prices exclude the cost of
parking. In contrast, sales prices for comparable projects such as the Four Seasons, Ritz-
Carlton, St. Regis, and Millennium Tower reflect unit prices that include parking. It is important
to note this difference when projecting unit prices for the Projecf and Project Alternatives, as
parking revenues are shown as a separate line item. Because the Existing Zoning Alternative

" does not include conveyance of the Jessie Square Garage, there will not be private parking
available for purchase. '
View and Building Location Premiums i
Many of the residential units, depending on the floor and orientation of the unit, would offer

premium views. Due to existing development surrounding the project site and the geographic’
location within-the city, views (and therefore view premiums) would likely vary significantly by -

Pl 21DDD\121034_706Missian5t\Report\121DBilreport_OSDBu.docc

Fconomic & Planning Systems, Inc. 6 2&2



Financial Feasibility of
706 Mission Street Project and Project Alternatives
Report 05/08/13

floor level and unit orientation. Below is a breakdown of segmentation by floor and unit
orientation and estimates of correlated view premiums:

Floors 4 through 10: On these lower floors, Yerba Buena Center and Gardens would be
visible for south and southwest facing units in both the tower and Aronsen Building®. As
northern facing units in this segment of floors would not have comparable views, the
southern facing units would likely command higher prices per square foot.

Floors 11 through 25: In addition to the views for south and southwest facing units as
discussed above, on floors 11 through 25, views of the water to the east and southeast

.would begin to be available. South and southeast facing units are therefore anticipated to

command higher prices per square foot than both lower floors.as well as north facing units of
equal floor level.

Floors 26 through 33: Site lines in units above the 25" floor would begin to clear the
Westin Hotel to the northwest, opening partial site lines to the Bay towards Marin. In this
floor segment, southern and northern facing umts are expected to command comparable
prices per square foot. : 1

Floors 34 through 44: Above the 33™ floor, premium views to the north become available,
with clear site lines to the Golden Gate Bridge. In this floor segment, premiums for northern
facing units begin to exceed southern facing units.

Floors 45 through 47 (Penthouse Units): The top three floors of the tower, in addition to
possessing premium views to the north similar to floors 34 through 44, would -offer
penthouse layouts, which include larger flocr plans and private terraces. The uniqueness of
these units, both with regard to their size and design, is anticipated to command an
additional price premium per square foot. It should be noted that the penthouse units will be
unfinished, as it is expected that buyers will finish units to their personal taste.

Aronson Building Units: Due to restrictions imposed by historic preservation regulations,
units in the Aronson Building will vary from units in the tower. For example, the Aronson
Building units will be smaller, with smaller window openings and area, and may be finished
and configured differently from the units in the proposed tower although with higher ceiling
heights. Due to these characteristics (and in conjunction with the limited view premiums
described above); the Aronson Building units are expécted, on average,.to sell for a lower
price per square foot than units in the proposed tower. The “City Residences” in Millennium
Tower are comparable to the units that would be available in the Aronson Building, both in
regards to size and finish. However, as noted above, parking wouid be sold separately from
the unit in the Aronson Building, whereas sales prices for the “City Residences” included

parking.

Table 3 outlines projected sales prices per square foot for each of the floor segments described
above as well as the Aronson Building units. The estimates below reflect both the view

4 Note that in the Project, residential units in the tower would begin on the 5% floor, whereas the
Aronson Building would have residential units starting on the 4™ floor. -
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premiums by floor as well as the building specifications of the Project and may not be the same

across all Project Alternatives as certain unit product types vary by design.5 The detailed
analysis of these prices by floor and alternative are provided in Appendix D.

Table 3 Analysis of Revenue by Floor Segmentation

Category Average Price per SqFt

Tower

Fioors 4 -10 $1,150

Floors 11 - 25 $1,200 .
Floors 26 - 33 . : $1,275

Floors 34 - 44 : : $1,400

Floors 45 - 47 $1,800

Aronson Building T $1,100

- Sources: Millennium Partners; Economic & Planning Systems, Inc.

Hotel Condominium Premium
Unlike the nearby Four Seasons, St. Regis and Ritz-Carlton residences,

built in conjunction with a branded luxury hotel. Condominium developments that inciude a
hotel component with associated branding and service levels often command substantial price
premiums over traditional condominiums on a dollar per square foot basis. Condo units i
condo/hotel projects can sell for a premium over traditional condos due primarily to the services
provided to the condo hotel owner that are inherent in being part of a hotel operation such as
housekeeping, maintenance, room service, and concierge service as well as the uniqueness in
design, sophistication, and-overall product offering that comes along with being a managed
hotel. As the Projecf includes neither a hotel component nor associated amenities, the affiliated

price premiums would therefore not apply.

the Project will not be

Market Context

Sales Prices

Over the past 15 years,
and valleys. As the market is cyclical by nature, and there is substantial risk involve
new condo units to the market, the success of a condo project often stems from market

nd timing as much as any other element. Although the current market continues to
their implications

the San Francisco condominium market has incurred numerous peaks
d in bringing

positioning a
improve, it is imperative to understand market fluctuations of varying severity,
on pricing and the length of the sale period, and associated development risks.

5 For instance, in B: Existing Zoning Alternative and E: Reduced Shadow Alterhative, penthouse unit
layouts would be located on lower floors than in the Project and would therefore command a higher
sales price per square foot than a unit in the Project at the same floor level.
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Figure 3 illustrates the San Francisco condominium market since 1998 in aggregate as well as
within one half mile of the Project site. As shown, the volatility in the market is quite apparent.
Currently, the condominium market has reached, oris approaching, a new high. Whether such
favorable market conditions will dissolve; be maintained or improve over the coming years
remains to be seen and is subject to a myriad of factors such as competitive supply, job growth,
and the health of the overall economy.

As shown in Table 4, a search of condominium sales in buildings constructed since 2005 within
roughly one-half mile of the Project site yields a square foot price of approximately $1,057
regardless of unit size, and a square foot price of approximately $1,397 for units more than
2,000 square feet in size. ' '

Figure 4 shows the average developer sales prices and developer sale periods for the Four
Seasons, Ritz-Carlton, St. Regis, and Millennium Tower, the four most applicable product
comparisons built within the last ten years. Average sales prices per square foot-are also shown
for all sales within one half mile of the project site for units over 2,000 square feet and for units
that sold for $1.5 million or more. It should be noted that the area-wide averages include all re-
sales in addition to developer sales and therefore show sales prices per square foot that exceed
developer sales for luxury units in some instances.

For context, the Four Seasons’ sales period lasted from 2000 to 2064 and sales averaged $1,100
per square foot, with a high of $1,800 persquare foot in the premium units. The St. Regis began
sales in 2004, selling out by 2006, and sales averaged roughly $1,200 per square foot. The Ritz-
Carlton sold finished units at the height of the market between 2005 and 2007, and achieved
sale prices per square foot of just over $1,206.8 Millennium Tower began selling units in 2007
and sold its last unit in March of 2013, averaging roughly $1,125 per square foot.”? These prices
include parking in the sales costs for the units. Sale prices per square foot for the individual
projects noted above are shown to be flat throughout the sale period as individual unit data are
not available at this time.

Market Supply '
As the supply of available condos at any given time can have dramatic implications on prices, it

is important to note that upon completion of construction of the Project, up to 215 high-end
residential units (under the Project scenario) would become available for purchase, significantly
increasing the supply of available luxury units in the market. Due to the limited number of
luxury condominium units currently available, a large influx of supply into this niche, relatively
thin segment of the market may keep prices down. Furthermore, if units in other developments
of similar quality become available during the same sale period, prices could be further
suppressed. '

6 Unlike the Four Seasons, St. Regis, Millehnium Tower or the Proposed Project, the Ritz-Carlton units
were completely built out, including finishes, at the time of sale, though several of the project
amenities were not built. Average prices would have been lower if units were unfinished. ~

7 Sales prices do not reflect developer concessions agreed upon during transaction negotiations. Such
concessions could include alternative finishes, interior wall layouts, financial credits, etc.
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Developer Sales versus Resident Re-sales

The Project’s residential units would be built out with the understanding that potential owners
intend to customize the interior of their respective units to fit their taste. Customization often
includes complete kitchen and bathroom remodels, installation of all new lighting, ceiling
treatments, finishes, and the’ physncal alteration of unit layout {demolition and/or new
construction of non-load bearing walls and door openings). In some cases, interior renovatlons
of this magnitude can cost as much, if not more, than the price of the unit itself. At Millennium
Tower, residential improvements ranged from $100 to $300 per square foot and have been
completed on approximately 30 percent of the units. This percentage is higher for projects like
the Four Seasons and the St. Regis that are older and have experienced more turnover. Given
that Millennium Tower began selling units in 2007, it is anticipated that this percentage will
increase as resales continue to occur.

For example, Table 5 illustrates the price differential between developer sale prices (units with
warm-shel] build out shown on the right as "MP Original Sales”) and resale prices, which include
significant value-adding renovation. This trend can be observed in other comparable, high-end
residential projects such as the Four Seasons, Ritz-Carlton, St. Regis, and Millennium Tower (as
illustrated above) and should be accounted for when assessing projected sale prices for new
units of this pre. Consequently, EPS has relied more significantly upon original sale prices in
order to best predict revenues for the Project. Taking into account this trend is especially
pertinent when predicting sale prices for penthouse units, as the developer build out for new
penthouse units would be particularly limited.

Residential Revenue Conclusions

Based on all of this data and contextual information, the PrOJect pro forma assumes a weighted-
average sales per square foot of $1,283 for the Project (residential flex option) with per square
foot pricing by floor ranging ,from $1,100 for the units in the Aronson Building to $1,800 for the
unfinished penthouse units that command premium views to the north in the tower. Pricing
assumptions by Alternative and flex option are shown in Appendix D. These prices are higher
than what the San Francisco condominium market has previously experienced for developer-sold,
luxury condominium units even in hotel-branded buildings that have included parking in the
project area and thus represent a conservative approach to the analyses.

As shown in Table 6, the applied sales per 'square foot assumptions result in average sales
prices per unit of $2.6 million for the Project, $2.1 million for Alternative B, $2.6 million for
Alternative C, $1.8 million for Alternative D, and $1 5 for Alternative E since the units will be
smaller. EPS expects prices for the Increased Residential Density Alternative would be
discounted because they would be smaller and there would be a greater number of units, which '
would make them less unique. However, for the sake of consistency across the Project
Alternatives, the same pricing structure is applied. Prices vary depending on the flex option and
ultimately will be determined by market demand at the time of sale.

_ Residential Commissions

Residential sales commissions are typically 6 percent. The split between the buyer’s and the
seller’s agents are negotiated at the time of sale, with the full commission amount coming out of
the proceeds of the sale. Because this figure can vary, this analysis conservatively assumes
average outside commissions of 3 percent of residential transactions. '
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Operating Revenues

Office Revenue v

Class A office rents in the Yerba Buena submarket are approximately $52.67 per square foot per
year as of the fourth quarter of 2012 as shown on Table 7. In the pro formas, rents are
rounded up to $55 per square foot per year to reflect a premium for newly-remodeled interior
space and to account for further market recovery between now and project completion. Lease
rates reflect full service leases, with operating eXpenseé assumed to be 20 percent of gross

revenue.

Class A office vacancy rates in the Yerba Buena submarket are approximately 21.2 percent, also
as of the fourth quarter of 2012. Vacancy rates are rounded down to 10 percent in the pro
formas to reflect the desirability of leasing space in a newly rencvated, historically-important

building. Actual lease and vacancy rates will vary depending on market conditions at the time of

leasing.

Parking Revenue

The Jessie Square Garage consists of the existing 442-space garage as well as the area below
the existing Contemporary Jewish Museum and adjacent to the mezzanine level of the existing
garage. The Jessie Square Garage is presently owned by the Successor Agency. After
conveyance and reconfiguration, the Jessie Square Garage will contain 470 parking spaces {the
existing garage contains 442).8 There will be 210 spaces preserved for public use, and- 260 for
private use, including one parking space available for each residential unit (for sale as an
*unbundled” transaction at a cost of approximately $100,000 per space); leased spaces and one -
to two car share spaces. The public parking spaces likely will be operated by a parking operator
entity, which would pay a fee to the Project Sponsor for the privilege of operating the Jessie
Square Garage. The structure of the terms has not yet been determined. To account for
revenue from the leased spaces and the public spaces, this analysis assumes a monthly net
revenue of $322 per spacé. This value is based on the current operator’s (CityPark) annual net
revenues generated by the 350 spaces available to the public (see Appendix F). It should be
noted that CityPark is not required to pay property taxes, though the Project Sponsor would pay
property taxe_s',‘which would affect net revenue. ' C

Conveyance of the Jessie Square Garage would not occur under the Existing Zoning Alternative
and the existing spaces would remain available for public parking. No parking-related revenue is

generated under this Alternative..

Capital Reserves
A capital reserve line item, estimated at 1 percent of net lease revenue, is included to account
for any unforeseen capital requirements related to the office space (under the office flex options)

and public parking.

)

8 The utilization of the existing mezzanine area below the-Contemporary Jewish Museum will
accommodate approximétely 38 new parking spaces. Approximately 10 spaces will be removed for
vehicular access and circulation, resulting in a net increase of 28 spaces.
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Financial Feasibility of

706 Mission Street Project and Project Alternatives
Report 05/08/13

Capitalization of Operating Revenues

The net operating income from the office uses and leased and public parking revenue is
capitalized at a rate of 6.0 percent, in addition to a one- time 2 percent cost of sale that would be
incurred at the time of sale. The capitalization rate of 6.0 percent is based on a San Francisco-
specific, CBD office reversion cap rate of 5.75 percent as presented by IRR Viewpoint, 2013 and
increased to account for inclusion of the Project’s parking component. A cap rate of 6.0 percent
is used even in the Existing Zoning Alternative for the sake of consistency across the Project and
the Project Alternatives. The capitalized value of the lease revenue and the revenue from the
residential (and parking) sales comprise the Project’s total revenues. }

Development Costs

Aronson Building Acquisition Costs

The Project Sponsor purchased 706 Mission Street, the Aronson Building, in 2006 for

$23.5 million, which is included as a development cost. Upon purchasing the building, the
Project Sponsor immediately commenced discussions with the former Redevelopment Agency
regarding the incorporation of the Aronson Building in & redevelopment project. These '
discussions culminated in the 2008 ENA. '

Agency Site Purchase and Conveyance

Under the terms of the existing Exclusive Negotiation Agreement, the Successor Agency will
convey the Agency Site to the Deveioper for $1 in exchange for agreed upon contributions from
the Project Sponsor. Among these contributions is the defeasance of the full outstanding amount
of the Jessie Square Garage bond debt, currently estimated to be approxxmately $21.1

million. In addition, the Develaper will pay amounts required to be paid under a Cooperation and
. Tax Increment Reimbursement Agreement between the City and the Successor Agency as
necessary to defease the Jessie Square Garage bond debt, which is estimated to be
approximately $18.3 million. These two amounts will result in payments of approximately $39.4

million.

The Developer will also be responsible forany other costs assocnated with payoff or defeasance.
of the existing bonds as well as all transaction costs related to conveyance of the Agency
‘Site. Transaction costs include transfer taxes, title insurance premiums, escrow fees and
‘recording fees. Transfer taxes and title insurance will be estimated based on the assessed value -
of the Agency Site once it is determined. Because the Agency site is owned by the Successor
Agency, it is government owned, and therefore, not assessed. Until the value is determined,
these costs have been excluded, which is conservative for purposes of this analysis.

Agency Site Property Costs

Once the Project Site is conveyed to the Project Sponsor the Project Sponsor will be responsible
for paying the property taxes associated with the Site. Because the value of the site is unknown
at this time, property taxes are not included. Exclusion of Agency Site property costs is

conservative in that it underestimates costs.

Predevelopment Entitlement Costs and Fees
Predevelopment entitlement costs include those costs that were incurred by the Project Sponsor
as part of the predevelopment process through the end of 2012 (when the data was assembled),

Economic & Planning Systems, Inc. 6 2294 ) P:\121000\121084_706MissionSt\Report\121084report_D50813.docx
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before design, permitting, and construction costs. Costs include architecture and engineering
(for renderings to support the EIR alternatives), land use and other consultants, permits and
other fees, legal fees, advertising and promotion, and other costs. Predevelopment costs are
indicated to be approximately $10.2 million for the Project, including approximately $407,000
that is directly attributable ta the Mexican Museumn. Detail is provided in Appendix G.

Direct Construction Costs

Direct construction costs vary by alternative and range between $403 per gross square foot and
$580 per gross square foot, depending primarily on the height of the tower. The taller the
tower, the lower thé cost per square foot due_to cost-spreading efficiencies. Estimates were
prepared by Webcor Builders and provided to EPS (see Appendix E). Total direct construction
costs for the Project are approximately $296 million for the residential flex option and $287
million for the office flex option. For all Project Alternatives, the estimates reflect LEED Silver
compliance for the Residential space and LEED Gold compliance for the office and The Mexican.

* Museum space. The estimate includes construction of the core and 'shell for the Museum and
office spaces with mechanical, electrical and plumbing stubs provided. Costs include demolition
of the Aronson Building annexes and site improvement costs such as hardscape and landscape
improvements. The tenants will be responsible for interfor buildout of the office and cultural
space. Tenant improvement allowances of approximately $100 per square foot of office space
are expected-to be provided by the Developer and are included. In addition, the exterior of The
Museum’s curtain wall is assumed to be treated with a unique finish that sets the design -of The
Museum apart. The estimated cost of the curtain.wall is approximately $1.3 million. Other
Direct Costs such as a Contractor Controlled Insurance Pregram, adjacent property
improvements, utility set-up charges, pre-construction charges, some initial on-site
environmental work and contingency are also included.

Indirect Costs

Indirect construction costs include architecture and engineering costs (schematics through
construction documents) (3.9 percent of direct costs), fees and permits (2.9 to 3.1 percent of
direct costs depending on the alternative), legal costs (0.6 percent of direct costs), sales and
marketing costs (1.4 percent of direct costs), and other indirect costs (9.8 percent of direct
costs). Fees and Permits include Building Department and other Agency fees and are calculated
for the Project the Project Alternatives (see Appendix B). ' )

Other Indirect Costs include developer fees; local real estate taxes; owner's liability, and
miscellaneous insurance coverage premiums; bank and financing fees for loans, closing costs,
appraisals, title insurance, interest; start-up expenses; sales office; local office operations and
administrative; general cohtributions; other misceilaneous costs; and contingency.

Other Project Costs

The Mexican Museum

The Project and each Project Alternative are proposed to include space for the permanent home
of The Mexican Museum. The ENA stipulates that between 35,000 and 45,000 net square feet
will be set aside for the “Cultural Component” which is to front and relate to Jessie Square.

Economic & Planning Systems, Inc. 6245 | P:\121000\121084_706MisslonSt\Report\121084report_050813.docx
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Construction of The Mexican Museum Core and Shell
The Developer will allocate space in the Project ranging from approxrmately 45,000 gross square

feet to 52,285 gross square feet, dependlng on the alternative, plus 4,800 square feet for
potential retail space for The Mexican Museum. The Developer will pay for the construction of
the base, core and shell of the Museum. Once the space is constructed, the Project Sponsor will
convey the space to the Succéssor Agency or its designee at no cost. The Successor Agency or
its designee is expected then to sign an operating agreement or lease with The Mexican Museum
for use of the space. Buildout costs will be the responsibility of The Mexican Museum with some
grant assistance from the Successor Agency pursuant to the existing Grant Agreement. The
costs of constructing The Mexican Museum’s core and shell are included in the direct and indirect

costs described above for simplicity of presentation.

The Mexican Museum Endowment
The Project Sponsor will contribute a $5 million operating endowment to The Mexican Museum.

The contribution is expected to occur in two payments with the first payment occurring within six
months of the issuance of the first certificate of occupancy for a residential unit(s) in the Project,
and the second payment occurring within 24 months of the first payment. The value of the
endowment does not vary across the Project and the Project Alternatives.

Aronson Building Rehabilitation

The historically important Aronson Building is located on the corner of Mission and Third Streets
and is proposed to be an integral part of the Project. As part of the Project, the Project Sponsor
will rehabilitate the building and incorporate it into the Project. The scope of the rehabilitation
will include extensive seismic upgrading, as well as renovation of the fagade surfaces with
historical accuracy. In addition, two non-historic annexes along the northern and western walls
will be removed. The estimated cost of these improvements is approxrmately $11.3 million,
based on information prepared by Webcor Builders.

This scope is the same across the Project and all of the alternatives. except the Separate
Buildings Alternative. Under the Separate Buildings Alternative, the scope of rehabilitation is

reduced. Only the minimum amount of work required to prevent further deterioration and to
-permit continued occupancy will be undertaken at a reduced cost of approximately $10.5 million.
This restoration cost information was prepared by Webcor Bu1|ders and is summarized on

Table 8.

Affordable Housing In-Lieu Fees

The ENA requires.the Project Sponsor to comply with the City’s Inclusionary Affordable Housing
Program through payment of the Affordable Housing Fee: Planning Code Section 415 et seq.
requires residential developments of 10 or more units to pay an, Affordable Housing Fee of 20
percent (i.e., a fee equivalent to providing 20 percent of total units as affordable units). _
Furthermore, the ENA provides that if the Affordable Housing Fee is based on an affordable
housing requirement of less than 28 percent of the total units in the project, then the Project

Economic & Planning Systems, Inc. "629H P:\121000\121084_706MisslonSt\Report\121084report_050813,docx
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Sponsor must pay a separate fee to the Successor Agency equal to the difference between the
City’s Affordable Housing Fee and an affordable housing requirement of 28 percent. Pursuant to
this provision, in addition to paying to the City the Affordable Housing Fee of 20 percent, the
Project Sponsor will pay to the Successor Agency a separate affordable housing fee of 8 percent.

Based on the City’s 2013 Affordable Housing Fee schedule, the Project would be required to pay
Affordable Housing Fees as follows, assuming the maximum number of units:

. Residential Flex Option (215 units, including 107 two-bedroom and 108 three-bedrobm
units): City fee of $15,034,090 plus Successor Agency fee of $6,013,636, for a total of.

$21,047,726.

Office Flex Option'(1_91 units, including 95 two-bedroom and 96 three-bedroom units): City
fee of $13,356,389 plus Successor Agency fee of $5,342,556, for a total of $18,698,945.

Across the alternatives, the fees would range from $4.9 million (Existing Zoning Alternative) to
.$27.2 million (Increased Residential Density, Residential Flex Option). The fees are shown on

'Table 8.

Purchase of TDRs . .

The City's Planning Department tracks TDRs belonging to private owners, which may be
purchased in some instances to increase allowable densities for specific projects. The Site is
located in the Downtown Retail (C-3-R) District, which permits a base floor area ratio (FAR) of
6.0 to 1 and an FAR of up-to 9.0 to 1 with the purchase of TDRs. The proposed Special Use
District would aliow development of the Project without the purchase of TDRs. The Existing
Zoning Alternative, by definition, would require the purchase of TDRs. The purchase of TDRs is
also included for the Reduced Shadow Alteljna'tive for consistency with the EIR.

In order to permit an equivalent comparison of the alternatives, this analysis includes
calculations of financial feasib'ility without the purchase of TDRs for the Project and all
alternai_:ives and with the purchase of TDRs for the Existing Zoning Alternative and the Reduced
Shadow Alternative to be consistent with the EIR. For the Existing Zoning Alternative and the
Reduced Shadow Alternative, TDR calculations are shown on Table 8. The Developer provided
estimates of the number of TDRs that would be required. The market rate for TDRs is
approximately $24 to $25 per gross square foot, based on average market rates provided by

TDR brokers as of April 2013.

Homeowners’ Association Dues )
As the residential units are being absorbed, the Project Sponsor will be responsible for paying the

jation (HOA) Dues of unsold units. The HOA dues are estimated to be $1 per
ues in the

Hormeowners' Assoc
square foot per month. The cost estimate assumes the Project Sponsor pays 2/3 of d

first year of sales and 1/3 of dues in the second year of sales and is shown on Table 8.

Gardens Management, Operations and Security .
The Project Sponsor will contribute to the Gardens Management, Operations and Security
(GMOS) account, which provides funding toward the operations, management and security of
Yerba Buena Gardens and which has already been established for other projects in the area. The
annual payments are calculated at the rate of $1.50 per square foot of the Project’s above-grade
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net leasable commerdial building area and $1.25 per square foot of the_ Project’s above-grade net
saleable residential area. Though the fees are subject to annual CPI increases, these static pro
formas do not take this into account. Calculations are shown on Table 8. Ultimately the GMOS
payment obligations will be the responsibility of the residents who purchase the Project’s
residential units. To estimate the payments that will be the responsibility of the Developer

. during the ébsorption period for purposes of this evaluation, it is assumed that the Project
Sponsor pays 2/3 of costs in the first year of sales and 1/3 of costs in the second year of sales.

EIR Mitigation and Improvement Measures

Various one-time mitigation measures are required by the EIR, amounting to approximately
$190,000 of one-time costs beyond those mitigation expenditures already included in the direct
construction cost estimate. EIR improvement measures such as traffic and pedestrian safety
improvement items, are also proposed, amounting to approximately $625,000. EIR greenhouse
gas compliance measures are estimated to cost approximately $160,000 beyond those costs
already reflected in the construction costs. These measures are detailed in Appendix C.

Other Project Costs

Other Project Costs include Developer-proposed improvements such as loading dock and capacity
improvements‘at the Jessie Square Garage, repair of the Jessie Square Garage turntable,
pedestrian crosswalk and signage improvements, and the relocation of existing tenants in the
Aronson Building. Other Project Costs amount to apprbximately $7.56 million. These items and
costs are detailed in Appendix C. ' :

Developer Return

Developer return, or profit, is calculated as a percentage of Projéi:t costs, yielding an

" unleveraged cash-on-cash return. Acceptable rates of return can vary across projects,
geographies and developers, are affected by market conditions and must reflect the level of risk
associated with the project. Prior EPS experience in San Francisco suggests a reasonable rate of
return could range from 15 peréent to 18 percent in today's market. Residential towers often
require rates of return that are on the high-end of the range, accounting for market risk of rolling
out all of the units at the same time, high front-end costs, as well as construction and financing
risks. Additionally- because the financial pro formas are static models that do not account for the
ti_me/value of future revenues relative to current and near-term costs, the rate of return is set
higher to correct for this. The financial pro formas apply a rate of return of 18 percent.

Project Residual

The Project Residual represents the difference between the gross revenues generated and the
cost of developing the Project or the Project Alternatives, including a cash-on-cash return on
investment to the Project Sponsor. The Project Residual is calculated both with and without the
purchase of TDRs for the Existing Zoning Alternative and the Reduced Shadow Alternative. A
positive Project Residual represents a financially feasible development whereas a negative
Project Residual means the development is not financially feasible.
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Financial Results

The results of the pro forma analyses are shown for each alternative in Appendix A and

summarized on Table 1.

Project. Both the residential and office flex options of the Project are financially feasible.
The Project, as outlined in the preceding section is projected to generate approximately $568
million in gross project revenues under the Office Flex Option and approximately.$586 million
under the Residential Flex Option. Projected development costs, including developer return,
are approximately $537 million under the Office Flex Option and approximately $546 million
under the Residential Flex Option. The Project Residuals, above the minimum return on
investment needed for project feasibility, are estimated at approximately $30.6 million under
the Office Flex Option and approximately $40.3 million under the Residential Flex Option.

Alternative A: No Project. The No Project Alternative is not evaluated.

Alternative B: Existi‘ng Zoning. The Existing Zoning Alternative is not financially feasible
with or without the purchase of TDRs because under this Alternative, the height of the tower-
is reduced, which reduces the number of revenue generating units, and per square foot

" construction costs are highest under this alternative due to a decrease in construction cost

efficiency. Additionally, the Jessie Square Garage would not be conveyed to the Project
Sponsor under this alternative, which means the Alternative does not include defeasance of
the outstanding Jessie Square Garage bonds or repayment of the Agency’s debt to the City.
It also does not generate parking-related revenue. '

The Existing Zoning Alternative is projected to generate approximately $134 million in gross
project revenues under the Office Flex Option and approximately $149 million under the

" Residential Flex Option. With the purchase of TDRs, projected development costs, including

developer return, are approximately $268 million under the Office Flex Option and
approximately $292 million under the Residential Flex Option. The Project Residuals, above
the minimum return on investment needed for project feasibi'lity, are estimated at
approximately negative $133.4 million under the Office Flex Option and approximately’
negative $142.6 million under the Residential Flex Option. With the purchase of TDRs, the
Project Residuals for this Alternative are estimated at approximétely negative $134.2 million
under the Office Flex Option and approximately negative $143.4 million under the Residential

Flex Option.

Alternative C: Separate Buildings. The Separate-Buildings Alternative is financially
feasible. In many ways, this Alternative performs similarly to the Project office flex option,
however, there are four fewer residential units in the tower. The direct construction costs
are slightly higher under the Separate Buildings Alternative than under the office flex option

of the Project due to r_educed construction efficiencies.

The Separate Buildings Alternative is projected to generate approximately $547 million in
gross project revenues. Projected development costs, including developer return, are
approximately $541 million. The Project Residual, above the minimum return on investment
needed for project feasibility, is estimated at appfoximately $5.3 million.

Economic & Planning Systems, Inc. 63 g@
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+ Alternative D: Increased Residential Density. The Increased Residential Density
Alternative is not financially feasible because the direct per square foot construction costs are
higher under the Increased Residential Density Alternative than under the Proposed Project.
Though there are more units in the Increased Residential Density Alternative than there are
in the Proposed Project, the overall square footage is the same. Because residential revenue
is based on a per square foot price (rather than a per unit price), the residential revenue is
similar to the Proposed Project.

The Increased Residential Density Alternative is projected to generate approximately $566
million in gross project revenues under the Office Flex Option and approximately $585 million
under the Residential Flex Option. Projected development costs, including developer return,
are approximately $595 million under the Office Flex Option and approximately $610 million
under the Residential Flex 'Option. The Project Residuals, above the minimum return on
investment needed for project feasibility, are estimated at approximately negative $29.3
million under the Office Flex Option and approximately negative $25.6 million under the
Residential Flex Option.

« Alternative E: Reduced Shadow. The Reduced Shadow Alternative is not financially
feasible with or without the purchase of TDRs. In this Alternative, the height of the tower is
reduced from 520 feet in the Proposed Project to 351 feet, which reduces the number of
residential units to 162 under the office flex option and 186 under the residential flex option
and reduces potential revenue from residential sales. There are fewer units to generate
revenue, and the number of upper floors of the Project, which command substantial price
premiums due to views, are not available under the Reduced Shadow Alternative. At the
same time, per square foot development costs are higher under the Reduced Shadow
Alternative relative to the Proposed Project due to a decrease in construction cost efficiency.
Within certain construction type thresholds, the taller the structure, the lower the cost per

" square foot due to cost-spreading efficiencies. The combination of these factors results in an
alternative that is not financially feasible.

'The Reduced Shadow Alternative is projected to generate approximately $297 million in
gross project revenues under the Office Flex Option and approximately $313 million under
the Residential Flex Option. With the purchase of TDRs, projected development costs,
_including developer return, are approximately $434 million under the Office Flex Option and
approximately $452 million under the Residential Flex Option. The Project Residuals, above
the minimum return on investment needed for project feasibility, are estimated at
-approximately negative $134.5 million under the Office Flex Option and approximately
negative $137.6 million under the Residential Flex Option. With the purchase of TDRs, the
Project Residuals for this Alternative are estimated at approximately negative $136.4 million
under the Office Flex Option and approximately negative $139.5 million under the Residential

Flex Option.
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Appendix A, Table 1
Project Pro Forma
706 Mission Street; EPS #121084

DRAFT - For Discussion Purposes Only

Residential Sales Revenue [1]
(less) Commission Expenses
Residential Parking Sales Revenue [2]

Lease Revenue
Office
Gross Revenue (Full Service Gross) [3]
(less) Vacancy [4]
(less) Operating Expenses [5]
Subtotal, Office

Parking [6]

Subtotal, Lease Revenue
(less) Capital Reserve [7}

Annual Net Operating Income
Capitalized Value [8]

Total Revenues

Flex Option

Item Assumption - Residential Office
DEVELOPMENT PROGRAM -
‘Gross Bufiding Square Feet 710,525 . 710525
Residential

Gross Square Feet 580,630 519,310

Net Saleable Area 76% Efficiency Ratio 441,279 384,676

Units 215 191
Office '

Gross Leasable Area (sq.ft.) 0 61,320

Net Leasable Area (sq.ft.) 85% Efficiency Ratio 0 L 52422
Parking Spaces 470 470
DEVELOPMENT REVENUE

$566,149,429  §514,487,836
3.0% of purchase price ($16,984,483)  ($15,434,635)

$100,000 per space $21,500,000 $19,100,000
$55.00 /sq. fthyr. ’ $0 $2,866,710
10.0% of Gross Revenue . $0 {$286,671)
20.0% of Gross Revenue $0 {$573.342)
$0  ° $2,006,687
$322.00 /space { mo. $977,592 $1,074,192
$977,592 $3,080,889
1.0% of Lease Revenue ($9.776) ($30,809)
. $967,816 $3,050,080 -
6.0% cap rate, ' $15,807,663 $49,817,975

$586,472,609 $567,971,176

DEVELOPMENT COSTS

2006 Acquisition of Aronson Building
Agency Site Purchase/Conveyance [9]
Aronson Building Property Costs [10]

Direct Construction Costs
Predevelopment Entitiement Costs [11]
Direct Construction [12]

Exterior/ Curtain Wall [13]
Tenant Improvements (Office) [14]
Subtotal, Direct Construction Costs

Indirect Costs
Architecture and Engineering
Fees and Permits [15}
Legal
Sales and Marketing
Other Indirect Costs [16] -
Subtotal, indirect Costs -

Other Project Costs
Museum Operating Endowment
Aronson Building Rehab/Renovation [17]

Required Affordabie Housing In-Lieu Fees [18]
Additional Affordable Housing In-Lieu Fees [19]

Purchase of TDRs (if applicable) [20]
Absorption Period HOA Dues [21]
Open Space Maintenance (GMOS) [22]"
EiR-Related Measures
Other Project Costs

Subtotal, Other Project Costs

Total Costs
Developer Return [23]

Project Residual

$23,500,000 $23,500,000
$35;383,904 $39,393,904

. $2,388,235 $9,388,235

$403-t0 $416 $295,880,173  §$286,538,188
$100 /sq.ft. of fagade $1,328,000. $1,328,000

$100 /sq.ft. $0 $5,212,200
$306,596,824  $302,467,026

3.9% of Direct Costs $11,803,978 $11,644,681

3.1% of Direct Costs $0,637,050 $9,340,890

0.6% of Direct Costs $1,858,581 '$1,814,802

1.4% of Direct Costs $4,202,356 $4,234,538

' 9.8% of Direct Costs $30,046,489 $29.641.769
18.7% to 18.8% of Direct Costs $57,619,453 $56,676,980

$5,000,000 $5,000,000

$15,034,080 $13,356,389
$6,013,636 $5,342,556

$441,279 $394,676

$725,788 $741,118
$875,000 $975,000

7,565,000 $7.565,000
$35,754,792  $33,374,738

$452,864,973  $455,412,648
18.0% of Total Costs $83,315,695  $81,974,277
$40,291,941 $30,584,251

Ecopomic & Planning Systers , Inc. 582013

6303

PAT21000\121084_705MissionStiMode121084._mode] 050813xisx



Appendix A, Table § DRAFT - For Discussion Purposes Only:

Project Pro Forma
706 Mission Streef; EPS #121084 ‘

[1] See Tebles 3 through & and Appendix D for residential revenue estimate assumptions and calculations.

[2] Residential parking spaces will be available ata 1:1 rafio at a cost of $100,000 per space. Purchase will be unbundied from residential sales.
[3] Office rents based on 4Q, 2012 CBRE report for Class A office space in Yerba Buena submarket; rounded up fiom $52.67 p.s.f. to $55 p.sf.
to account for a premium for newly remodeled space. Actual rents will-vary depending on market conditions at the time of leasing. .
[4] Office vacancy rates based on 40, 2012 CBRE report for Class A office space in Yerba Buena submarke; rounded down from 21 2% to
10.0% to zccount for improving office market conditions and the desirability of newly remodeled space. Actual vacancy rates will vary depending
on market conditions af the time of leasing.

[5] Operafing expenses include cleaning, utilifies, ge!
commissions. .
[6] Revenue per month Is applied to the public and ieased spaces (see Table 2) based on City Park's average monthly net revenue of
approximately $113,000 for 350 spaces (for FY12/13 through February), see Appendix F. 1t should be noted that City Park does not pay
property taxes, whereas the Project Sponsorwill. As such, this cost esfimate potentially overstates per month net revenues, which is
conservative for purposes of this analysis. This revenue is applied to the public spaces and the Jeased spaces.

. [7] Capital reserves to cover any unforeseen capital requirements.

{8] Capitalization rate of 6.0% is based on a San Francisco-specific, CBD office reversion cap rate of 5.75%
2013 and increased to account for inclusion of the Project's parking component. Includes a 2% cost of sale. .
[9] Estimate provided by the Successor Agency, includes.$21.1 million to defease outstanding Jessie Square Garage bonds, $18.3 miliion for
payment required under the Cooperation and Tax Increment Reimbursement Agreement, and §1 for site conveyance. Because the assessed
value of the Agency Site is unknown at this time, associated transaction costs are not included. The Project Sponsor will be responsible for
property taxes on the entire Project Site post-conveyance, and the property taxes will be based on the value of the site. Again, because the
assessed value of the Agency Site is unknown at this time, associated property taxes also are not included. Exclusion of these costs is
conservative in that it underestimates actual costs.

[10] Aronson Building net property costs of approximately $4.5 million are not included in this analysis.

{11] Predevelopment entitlement costs include those costs that were incurred by the Project Sponsor as part of the predevelopment costs
through the end of 2012, prior o design/permitting/canstruction costs. Estimate includes pre-development costs for The Mexican Museum. See
Appendix G.

[12] Construction cost estimate reflects {EE|
components. Estimate includes construction

neral building management, management fee, insurance and property tax, and

as presented by IRR Viewpoin,

D Siiver standards for the residential components and LEED Gold standards for the commercial

of the core and shell for Museum and Office, with MEP services stubbed out info space.

Commercial and cultural fenants will be responsible for interior build-out, which is not included in estimate. Cost includes demofition of the \
Aronson Building annexes, restoration of the Aronson Bullding, and site improvement (hardscape and landscape) costs. Estimate includes other

direct costs such as Contractor Controlled Insurance Program (CCIP), adjacent property improvements, utility set-up charges, preconstruction

charges, some initial on-site.environmental work and confingency.

[13] The exterior/ curtein wall refers to the unigue fagade treatment of The Mexican Museum. Th
13,280 square feet.

[14] Tenant improvement allowance is applied to net leasable office space.

- [15] Estimate is calculated and provided by the Project Sponsor. See Appendix Table B-1. .
{16] Other Indirect Costs include development fee (includes General and Administrative), taxes, insurance, finance fees and contingency.

[17] Aronson Building restoration costs are included in the overall project deveicpment costs. See Table 8 for estimate of Aronson Building
breakout provided by Webcor Builders. .

[18] Refiects City requirement of 209, Excludes additional Successor Agency requirement of 8%.

[} Reflects additional Successor Agency requirement of 8%.

[20] The purchase of TDRs may be required under the Existing Zoning Aliemnative and the Reduced Shadow Alternative. For these alternatives,
TDR purchase costs are assumed to be §$24 per gross square foot, based on information provided by TDR brokers as of April 2013.

[21] See Table 8 for annual Homeowners' Association Dues calkeulations. As the residential units are being absorbed, the Project Sponsor will
be resppnsible for paying the Homeowners' Association Dues of unsold units, Estimate assumes Project sponsar pays 2/3 of dues in the first.
year of sales and 1/3 of dues in the second year of sales.
[22] See Table 8 for annual Open Space Maintenance cost calculations. Homeowners will assume these costs as units are purchased.
Estimate assumes Project sponsor pays 2/3 of costs in the first year of sales and 1/3 of costs in the second year of sales.

[23] Reflects an unleveraged, cash-on-cash rate of return.

e surface square footage is estimated to be

Sources: 706 Mission Street Co., LLC; Webcor Builders; CBRE; IRR Viewpoint 2013; City of San Francisco; Economic & Planning Systems, Inc.
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Appendix A, Table 2
Pro Forma: Existing Zoning Alternative
706 Mission Sfreef; EPS #121084

DRAFT - For Discussion Purposes Only

. Flex Option
Item Assumption Residential Office
DEVELOPMENT PROGRAM .
Gross Building Square Feet 275,590 275,590
Residential
Gross Square Feet 175,340 122,780
Net Saleable Area 76% Efficiency Ratio 133,258 83,313
Units 74 50
Office :
Gross Leasable Area (sg.ft) 0 52,560
Net Leasable Area (sq.ft) 85% Efficiency Ratio ¢] 44,676
Parking Spaces 442 442
DEVELOPMENT REVENUE

Residential Sales Revenue {1}
(less) Commission Expenses
Residential Parking Sales Revenue [2]

Lease Revenue
Office
Gross Revenue (Full Service Gross) [3]
{less) Vacancy [4]
(less) Operating Expenses [5]
Subtotal, Office -
Parking [6]

Subtotal, Lease Revenue
(less) Capital Reserve [7]

Annual Net Operating Income
Capitalized Value [8]

Total Revenues

$153,483,313  §108,642,540

3.0% of purchase price (34,604,498) ($3,289,276)

$100,000 perspace . $0 $0

$55.00 /sq.ftiyr. 30 - $2,457,180
10.0% of Gross Revenue $0 ($245,718)

20.0% of Gross Revenue ) 80 $491,436'

$0 $1,720,028

$0 /space /mo, : - 80 $0
50 §1,720,026 -

. 1.0% of Lease Revenue $0 ($17,200)

$0 $1,702,826

6.0% caprate $0 $27,812,820
' $148,878,813 $134,166,084

DEVELOPMENT COSTS

2006 Acquisition of Aronson Building

Agency Site Purchase/Conveyance [3]
Aronson Building Property Costs [10]

‘Direct Constfruction Costs
Predevelopment Enfitiemnent Costs [11]
Direct Construction [12]

Exterior/ Curtain Wall [13]
Tenant improvements (Office) [14] °
Subtotal, Direct Construction Costs

Indirect Costs
Architecture and Engineering
Fees and Permits [15]
Legal
Sales and Marketing
Other Indirect Costs [15]
Subtotal, Indirect Costs

Other Project Costs
Museun Operating Endowrnent
Aronson Building Rehab/Renovation [17]
Required Affordable Housing In-Lieu Fees [18]
Additional Affordable Housing In-ieu Fees [19]
Purchase of TDRs (if applicable) {20]
Absorption Period HOA Dues [21] -
Open Space Maintenance (GMOS) [22]
EIR-Related Measures .
Other Project Costs

Subtotal, Other Project Costs

Total Costs
Developer Return [23]

Project Residual (w/ purchase of TDRs}
Project Residual (w/out purchase of TDRs) -

§23,500,000  $23,500,000

$1 §1

$9,388,235 §$9,388,235

$502 to $580 /gross sq, ft. $159,793100  §$140,305,998
$100 persq.ft. of fagade $1,328,000 $1,328,000

$100 /sq.fL . $0 $4,467.600
$170,509,915  $155,490,342

3.9% of Direct Costs $6,564,632 $5,986,378

2.9% fo 3.0% of Direct Costs $5,118,673 $4,570,139
0.6% of Direct Costs $1,023,059 $932,942

1.4% of Direct Costs $2,387,138 $2,176,885

9.8% of Direct Costs $16.708.972 $15,.238,054

18.6% of Direct Costs $31,801,374 $28,904,377

$5,000,000 $5,000,000

T 85,172,911 $3,485,210

$2,069,164 $1,398,084
$736,872 $736,872
$133,258 $93,313
$218,175 $232,315
$975,000 $975,000

$7,565,000 §7.565.000
$21,871,380 $18,495,794

$247,682,670  $227,390,514
18.0% of Total Costs $44,582,88 $40,930,293

($143,386,738)  ($134,154,722)
($142,649,866)  ($133,417,850}

Evonomic & Planning Systems . Inc. /2013
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Appendix A, Table 2 DRAFT - For Discussion Purposes Only

Pro Forma: Existing Zoning Alternative
706 Mission Street; EPS #121084

[1] See Tables 3 through 6 and Appendix D for residenfial revenue estimate assumptions and calculations.

[2] This Allernative does not include the conveyance of the Jessie Square Garage, which means that there are no private parking spaces

available for purchase by prospeciive residents. . ’

[3] Office rents based on 4Q, 2012 CBRE report for Class A office space in Yerba Buenaz submarket; rounded up from $52.67 p.s.f. to §$55 p.s.f. fo
accourt for a premium for newly remodeled space. Achual rents will vary depending on market conditions at the fime of leasing. .
[4] Office vacancy rates based on 4Q, 2012 CBRE report for Class A office space in Yerba Buena submarket; rounded down from 21.2% to 10.0%
1o account for improving office market conditions and the desirabifity of newly remodeled space. Actual vacancy rates will vary depending on

market conditions at (he time of leasing.
[5] Operzting expenses include cleaning,
[6] This Altemative does not include the conveyance of
public or leased parking spaces.

[7] Capital reserves to cover any unforeseen capital requirements.
[8] Capitalization rate of 6.0% is based on a San Francisco-specific, CBD office reversion cap rate of 5,75% as presented by IRR Viewpoint, 2013

and increased to account for inclusion of the Project's parking companent. Though this Allemative does not include a parking component, the cap

rate of 6.0% is used for the sake of consisency across the Project and Project Alternatives. Includes a 2% cost of sale.

{9] Estimate includes $1 for The Mexican Museum Agency Parce] Site conveyance. The Jessie Square Garage is ot conveyed under this

A Because the d value of The Mexican Museum Agency Parcel Site is unknown at this ime, associated transacfion casts and

property taxes are not included. Exclusion of these costs is conservative in that it underestimates actual costs.

[10] Aronson Building net property costs of approximately $4.5 million are not included in this analysis,

[11] Predevelopment entitiement costs include those costs that were incurred by the Project Sponsor as part of the predevelopment costs through

the end of 2012, prior to design/permitting/construction costs. Estimate includes pre-development costs for The Mexican Museum. See Appendix

G.

[12] Construction cost estimate refiects LEED Silver standards for the residential components and LEED Gold standards for the commercial

components. Estimate includes construction of the core and shell for Museum and Office, with MEP services stubbed out into space.

Commercial and cultural tenants will be responsible for interior build-oud, which is not included in estimate, Cost includes demolition of the

Aronson Bullding annexes, restoration of the Aronson Building, and sife improvement (hardscape and landscape) cosis. Estimate includes other

direcl costs such as Contractor Controlled Insurance Program (CCIP), adjacent property Improvements, utility set-up charges, preconstruction -
charges. some intial on-site environmental work and continaency. . .

[13] The exterior/ curtain wall refers to the unique fagade trestment of The Mexican Museum. The surface square foutage is estimated to be
13,280 square fest.

[14] Tenan! improvement allowance is applied to net leasable office space.

[15] Estimale is calpulated and provided by the Project Sponsor. See Appendix Table B-1.

[18] Other Indirect Costs include development fee (includes General and Administrative), taxes, insurance, finance fees and contingency. )
[17] Aronson Building restoration costs are included in the overall project development costs. See Table 8 for estimate of Aronson Bullding

breakout provided by Webcor Builders. ’

[18] Reflects City requirement of 20%. Excludes additional Successor Agency requirement of 8%.

[18] Reflects additional Successar Agency requirement of 8%.

[20] The purchase of TDRs may be required under the Existing Zoning Altemative and the Reduced Shadow Alternative. For these afternatives,

TDR purchase costs are assumed to be $24 per gross square foot, based on information provided by TDR brokers 2s of April 2013,

[21] See Tabie 8 for annual Homeowners' Association Dues calculations. As the residential units are being absorbed, the Project Sponsor will be

responsible for paying the Homeowners' Association Dues of unsoid units. Estimate assumes Project sponsor pays 2f3 of dues in the first year of

sales and 1/3 of dues in the second year of sales. :

[22) See Table 8 for annual Open Space Mai cast lations. He will assume these costs as tnits are purchased. Estimate
assumes Project sponsor pays 2/3 of costs in the first year of sales and 4/3 of costs in the second year of sales.

{23) Reflects an unleveraged, cash-on-cash rate of return. .

Sources. 706 Mission Street Co., LLC; Webcor Builders; CBRE; IRR Viewpsimt 2013; CHy of San Francisco; Econormic & Planning Systems, Inc.

ufilities, general building management, management fee, insurance and property tax, and commissions.
he Jessie Square Garage, which means that the Project Sponsor wouid not operate the
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Appendix A, Table 3
Pro Forma: Separate Buildings Alternative
706 Mission Street; EPS £#121084

DRAFT - For Discussion Purposes Only

Itern Assumption Amount
DEVELOPMENT PROGRAM
Gross_ Building Square Feet 704,280
Residential
Gross Square Feet : 487,630
Net Saleable Area 76% Efficiency Ratio 370,598
Units 187
Office
Gross Leasable Area (sq.ft) . 78,840
Net Leasable Area (sq.ft.) 85% Efficiency Ratio 67,014
Parking Spaces - ’ . 470
DEVELOPMENT REVENUE )
Residential Sales Revenue [1] $483,102,007
(less) Commission Expenses 3.0% of purchase price ($14,493,0680)
Residential Parking Sales Revenue [2] $100,000 per space $18,700,000
Lease Revenue
Office
Gross Revenue (Full Service Gross) [3] $55.00 /sg. ft.hyr. $3,685,770
(less) Vacancy [4] 10.0% of Gross Revenue ($368,577)
{less) Operating Expenses [5] 20.0% of Gross Revenue (3737.154)
Subtotal, Office : $2,580,039
Parking [6] $322 /space/mo. $1,089,648
Subtotal, Lease Revenue $3,669,687
(less) Capital Reserve [7] 1.0% of Lease Revenue ' ($36,697)
Armnual Net Operating Income $3,632,980
Capitalized Value [8] 6.0% cap rate $59,338,838
Total Revenues $546,647,786
DEVELOPMENT COSTS
2006 Acquisition of Aronson Building $23,500,000
Agency Site Purchase/Conveyance [9] $39,393,904
Aronson Building Property Costs [18] -
Direct Construction Costs
Predevelopment Entitlement Costs [11] $9,388,235
Direct Construction [12] $408 /gross sq. ft.- $288,238,119
Exterior/ Curtain Wall [13] $100 per sq.ft. of fagade- $1,328,000
Tenant improvements (Office) [14] $100 /sg.ft $8.701,400
Subtotal, Direct Consfruction Costs $305,656,163
Indirect Costs
Architecture and Engineering 3.9% of Direct Costs $11,767,762
Fees and Permits [15] 3.1% of Direct Costs $9,453,424
Legal 0.6% of Direct Costs $1,833,937
Sales and Markefing 1.4% of Direct Costs $4,279,186
Other Indirect Costs [16] 9.8% of Direct Costs $29,954,304
Subtotal, Indirect Costs 18.7% of Direct Costs . $57,288,613
Other Project Costs
Museum Operating Endowment " §5,000,000
Aronson Building Rehab/Renovation [17] -
Required Affordable Housing In-Lieu Fees [18] $13,076,722
Additional Affordable Housing In-Lieu Fees [19} $5,230,709
Purchase of TDRs (if applicable) [20] -
Absorption Period HOA Dues [21) $370,599
Open Space Maintenance (GMOS) [22] $727,798
EIR-Related Measures $975,000
Other Project Costs $7,565.000
Subtotal, Other Project Costs. $32,945,827
Total Costs $458,784,508
Developer Return [23] 18.0% of Total Costs $82,581,211
Project Residual $5,282,067

Economic & Planning Systems , Inc. Sm/2013
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Appendix A, Table 3 DRAFT - For Discussion Purposes Only

" Pro Forma: Separate Buildings Alternative
706 Mission Street; EPS #121084

[1] See Tables 3 through 6 and Appendix D for residential revenue estimate assumptions and calculations.

[2] Residential parking spaces will be avalable at a 1:1 ratio at a cost of $100,000 per space, Purchase will be unbundied
from residential sales. . .

[3] Office rents based on 4Q, 2012 CBRE report for Class A office space In Yerba Buena submarket; rounded up from
$52.67 p.s.f. to $55 p.s.f. to account fora premium for newly remodeled space. Actual rents will vary depending on market
conditions at the time of leasing. . .

[4] Office vacancy rates based on 4Q, 2012 CBRE report for Class A office space in Yerba Buena submarket; rounded down
from 21.2% o 10.0% 1o account for improving office market conditions and the desirability of newly remodeled space. Actual
vacancy rates will vary depending on market conditions at the time of leasing.

[5] Operating expenses include cleaning, utiliies, general building management, management fee, insurance and property
tax, and commissions.
{6] Revenue per month is applied to the public and leased spaces (see Tabie 2) based on City Park's average monthly net
revenue of approximately $113,000 for 350 spaces (for FY12/13 through February), see Appendix F. It should be noted that
City Park does not pay property taxes, wheréas the Project Sponsor will. As such, this cost estimate poteniially overstates
per' month net revenues, which is conservative for purposes of this analysis. This revenue is applied to the public spaces

and the leased spaces. .

[7] Capital reserves to cover any unforeseen capital requirements.

[8] Capitalization rate of 6.0% is based on a San Frandisco-specific, CBD office reversion cap rate of 5,75% as presented by
IRR Viewpoint, 2013 andincreased to account for inciusion of the Project's parking component. Includes a 2% cost of sale.
18] Estimate provided by the Successor Agency, includes $21.1 million to defease outstanding Jessie Square Garage bonds,
$18.3 milfion for payment required under the Cooperation and Tax Increment Reimbursement Agreement, and $1 for site
conveyance. Because the assessed value of the Agency Site is unknown gt this time, assotiated fransaction costs are not
included. The Project Sponsor will be responsible for properiy taxes on the enfire Project Site post-conveyance, and the
property taxes will be based on the value of the site. Again, because the assessed value of the Agency Site is unknown at
this time, associated property taxes also are not included. Exdusion of these costs is conservative in that it underestimates
[10] Aronson Building net property costs of approximately $4.5 million are not included in this analysis.

[11] Predevelopment entitiement costs include those costs that were incurred by the Project Sponsor as part of the
predevelopment costs through the end of 2012, prior to designlpenniﬁing/ccnsuﬁction costs. Estimate includes pre-
development costs for The Mexican Museum. See Appendix G.

[12] Construction cost estimate reflects LEED Silver standards for the residential components and LEED Gold standards for
the commerdial components. Estimate inciudes construction of the core and shell for Museum and Office, with MEP services
stubbed out into space. Commercial and cultural tenants will be responsible for interior build-out, which Is not included in

estimate. Cost inciudes demolition of the Aronson Bullding annexes, restoration of the Aronson Building, and site

ape and landscape) costs. Esfimate includes other direct costs such as Contractor Controlled o
provements, utllity sel-up charges, preconsiruction charges, some initial on-

fagade ireatment of The Mexican Museumn. The surface sguare footage is

improvement (hardsc
. Insurance Program (CCIP), adjacent property im

[13] The exterior/ curtain wall refers to the unique

estimated to be 13,280 square feet.

[14] Tenant improvement allowance is applied to net leasable office space.

_[15] Estimate Is calculated and provided by the Project Sponsar. See Appendix Table B-1.

[16] Other Indirect Costs include development fee (includes General and Administrative), taxes, insurance, finance fees and

coniingency.
[17] Aronson Building reswration costs are included in the overall project development costs. See Table 8 for estimate of

Aronson Buiiding breakout provided by Webcor Builders.

[18] Reflects City requirement of 20%. Excludes additional Successor Agency requirement of 8%.

119] Reflects addifional Successor Agency requirement of 8%.

J29] The purchase of TDRs may be required uader the Existing Zoning Alternative and the Reduced Shadow Alternative. For
these altematives, TDR purchase costs are assumed to be $24 per gross square foot, based on infermation provided by

[21] See Tabie 8 for annual Homeowners' Association Dues calculations. As the residential units are being absorbed, the
Project Sponsor will be responsible for paying the Homeowners' Association Dues of unsold units. Estimate assumes
Project sponsor pays 2/3 of dues in the first year of sales and 1/3 of dues in the second year of sales.

[22] See Table 8 for annual Open Space Maintenance cost calculations. Homeowners will assume these costs as units are
purchased. Estimate assumes Project sponsor pays 2/3 of cosis In the first year of sales and 1/3 of costs in the second year
of sales. .

123] Reflects an unleveraged, cash-on-cash rate of return.

Sources: 706 Mission Street Co., LLC; Webcor Buliders; CBRE; IRR Viewpoint 2013; City of San Francisco; Economic &
Planning Systems, Inc. .
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Appendix A, Table 4

Pro Forma: Increased Residential Density Alternative

706 Mission Street; EPS #121084

DRAFT - For Discussion Purposes Only

Flex Option
Item Assumption Residential Office
DEVELOPMENT PROGRAM .
Gross Building Square Fest 710,525 710,525
Residential

Gross Sgquare Feet 580,630 519,310

Net Saleable Area 76% Efficiency Ratio 441,279 394,676

Units 325 283

Oifice }
Gross Leasable Area (sq.ft) 0 61,320
Net Leasable Area (sq.ft) 85% Efficiency Ratio 0 52,122

Parking Spaces ' 470 470

DEVELOPMENT REVENUE :

Residential Sales Revenue [1] . $563,764,266 $511,830,967

(less) Commission Expenses 3.0% of purchase price ($16,912,828) (815,357,929)

Residentizl Parking Sales Revenue [2] $100,000 per space ' $22,800,000 $18,800,000

Lease Revenue '

Office .
Gross Revenue {Full Service Gross) [3] $55.00 /fsq. fidyr. $0 $2,866,710
(less) Vacancy (4] 10.0% of Gross Revenue : $0 ($285,671)
(less) Operating Expenses [5] 20.0% of Gross Revenue 50 {8573,342)

Subtotal, Office $0 $2,006,687

Parking [6] $322 /space /mo. $927,350 $1,043,280

Subtotat, Lease Revenue ’ $927,380 $3,048,977
(less) Capital Reserve [7] 1.0% of Lease Revenue ($9,274) ($30,500)
Annual Net Operating income $918,086 $3,019,477
Capitalized Value [8] . B5.0% cap rate $14,995,411 $48,318;128

Total Revenues $584,646,750 $565,691,166

DEVELOPMENT COSTS

2006 Acquisition of Aronson Building $23,500,000 $23,500,000

Agency Site Purchase/Conveyance [9] $39,393,904 $39,393,904

Aronson Building Property Costs [10] - —

Direct Construction Costs .

Predevetopment Entitlement Costs [11] . $9,388,235 $9,388,235

Direct Construction [12] $456 to $474 /gross sq. f. $335,814,452 $323,898,314

Exterior/ Curtain Wall [13]} ’ $100 per sq.ft. of fagade - . $1,328,000 $1,328,000

Tenant Improvements (Office) [14]. $100 fsq. ft %0 $5,212.200
“Subtotal, Direct Construction Costs $347,531,161 $339,827,205

Indirect Costs :

Architecture and Engineering 3.8% of Direct Costs $13,379,850 $13,083,347

Fees and Permits [15] 2.9% to 3.0% of Direct Costs $10,365,655 $9,956,023"

Legal 0.6% of Direct Costs $2,085,187 $2,038,963

Sales and Marketing 1.4% of Direct Casts $4,865,436 $4,757,581

Other indirect Costs [16] 9.8% of Direct Costs $34,058.054 $33,303,066
Subtotal, Indirect Costs 18.6% of Direct Costs $64,754,281 $63,138,981

Other Project Costs .

Museum Operating Endowment $5,000,000 $5,000,000

Aronson Building Rehab/Renovation [17] - -

Required Affordable Housing In-Lieu Fees [18] . $19,458,485 $16,934,271

Additional Affordable Housing In-Lieu Fees [19] $7,783,358 96,773,708

Purchase of TDRs (if applicable) [20] - —

Absorption Period HOA Dues [21] $441,279 $394,676

Open Space Mainteriance (GMOS) [22] $725788 §741,118

EiR-Related Measures $975,000 . $975,000

Other Project Costs $7,565,000 $7.555,000
Subtotal, Other Project Costs $41,948,959 $38,383,772

Total Costs $517,128,306 $504,243,862

Developer Return [23] 18.0% of Total Co;ts $93,083,085 $90,763,895

Project Residual ($25,564,651)  {$29,316,591)

-~

Economic & Planning Systems , Inc. 5/8/2013
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Appendix A, Table 4 DRAFT - For Discussion Purposes Only

Pro Forma: Increased Residential Density Alternative
706 Mission Street; EPS #121084

[1] See Tables 3 through & and Appendix D for residential revenue estimale assumptions and calculations.

[2] Residential parking spaces will be available at a 1:1 ratio at & cost of $100,000 per space. Purchase will be unbundled from residential sales.
[3] Office rents based on 4Q, 2012 CBRE report for Class A office space in Yerba Buena submarket; rounded up from 952,67 p.sf to$55psfto
account for & premium for newly remodeled space. Actual rents will vary depending on market conditions at the time of leasing.

[4] Office vacancy rates based on 4Q, 2012 CBRE report for Class A office space in Yerba Buena submarket; rounded down from 21.2% {0 10.0%
1o account for improving-office market conditions and the desirability of newly remodeled space. Actual vacancy rates will vary depending on
market conditions at the fime of leasing. .

{5] Operafing expenses include cleaning, utiliies, general building management, management fee, insurance and property tax, and commissions.
16] Revenue per month is applied fo the public and leased spaces {see Table 2) based on City Park's.average monthly net revenue of
approximately $113,000 for 350 spaces (for FY12/13 through February), see Appendix F. It should be noted that City Park does not pay property
{axes, whereas the Projecl Sponsor will. As such, this cost estimate potentially overstates per month net revenues, which is conservative for
purposes of this analysis. This revenue is applied o the public spaces and the leased spaces.

[7] Capital reserves {o cover any unforeseen capital requirements.

[8] Capitalization rate of 6.0% is based on a San Francisco-specific, CBD office reversion cap rate of 5.75% as presented.by IRR Viewpoint, 2013
and increased to account for inclusion of the Project's parking component. Includes a 2% cost of sale.

19] Estimate provided by the Successor Agency, includes $21.1 milfion to defease outstanding Jessie Square Garage bonds, $18.3 million for
payment required under the Cooperation and Tax Increment Reimbursement Agreement, and $1 for site conveyance. Because the assessed value
of the Agency Site is unknown at this fime, associated transaction costs are not included. The Project Sponsor wili be responsible for property
taxes on the enfire Project Site post-conveyance, and the properiy taxes will be based on the value of the site. Again, because the assessed value
of the Agency Site is unknown at this time, associated property taxes also are not included, Exclusion of these cosls is conservative in that
underestimates actual costs. .

[10] Aronson Building net property costs of approximately $4.5 million are not included in this analysis. X
[11] Predevelopment enitlement costs include those costs that were Incurred by the Project Sponsor as part of the predevelopment costs through
1he end of 2012, prior to design/permitting/construction costs. Estimate includes pre-deveiopment costs for The Mexican Museum. See Appendix
G. )

[12} Construction cost estimate refiects LEED Silver standards for the residential components and LEED Gold standards for the commercial
componerts. Estimate includes construction of the core and shell for Museum and Office, with MEP services stubbed out info space. Commercial
and cultural tenants will be responsible for interior build-out, which is not included in estimate. Cost includes demoalition of the Aronson Building
annexes, restoration of the Aronson Building, and site improvement (hardscape and fandscape) costs. Estimate includes other direct costs such as
Contractor Confrolied insurance Program (CCIP), adjacent property improvements, utility set-up charges, preconstruction charges, some inifial on-
site environmental work and confingency.

[13] The exterior/ curtain wall refers to the unigue
square feet

[14] Tenant improvement aliowance is applied fo net leasable office space.

[15] Estimate is calculated and provided by the Project Sponsor. See Appendix Table B-1.

[16] Other Indirect Costs include development fee (includes General and Administrative), taxes, insurance, finance fees and contingency.

[17] Aronsen Building restaration costs are included in the overall project development costs. See Table 8 for esiimate of Aronson Building breakout
provided by Webcar Builders. . ’
[18] Reflects City requirement of 20%. Excludes additional Successor Agency requirement of 8%.

[19] Reflects additional Successor Agency requirement of 8%.

fagade treatment of The Mexican Museum. The surface sguare footage is estimated to be 13,280

[20] The purchase of TDRs may be required under the Existing Zoning Alternative and thie Reduced Shadow Aliemative. For these altenafives,
TDR-brokers as of April 2013.

TDR purchase costs are assumed to be $24 per gross square foot, based on information.provided by
[21] See Table 8 for annual Homeowners' Associafion Dues calculations. As the residential units are being absorbed, the Project Sponsor will be
responsible for paying the Homeowners' Association Dues of unsold units. Esfimate assumes Project sponsor pays 2/3 of dues in the first year of

sales and 1/3 of dues in the second year of sales.
[22) See Table 8 for annual Open Space Maintenance cost calculations. Homeowners will 2ssume these costs as units are purchased. Estimate

assurmes Project sponsor pays 2/3 of costs in the first year of sales and 1/3 of costs in the second year of sales.
[23] Refiects an unleveraged, cash-on-cash rate of return.

Sourezes: 706 Mission Street Co., LLC; Webcor Builders; CBRE; IRR Viewpoint 2013; City of San-Francisco; Economic & Planning Sysiems, inc,
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Appendix A, Table § )
Pro Forma: Reduced Shadow Alternative
706 Mission Street; EPS #121084

DRAFT - For Discussion Purposes Only

. Flex Option R
ltem Assumption Residential Office
DEVELOPMENT PROGRAM
Gross Building Square Feet 418,441 418,441
Residential
Gross Square Feet 318,191 265,631
" Net Saleable Area 76% Efficiency Ratio 241,825 201,880
Units 188 162
Office R
Gross Leasable Area (sq.ft) . . ] 52,560
Net Leasable Area (sg.ft) 85% Efiiciency Ratio 0 44,676
Parking Spaces 470 470
DEVELOPMENT RE\IéNUE
Residential Sales Revernue [1] $285,193,802 - $241,245,074

(less) Commission Expenses
Residential Parking Sales Revenue [2]

Lease Revenue
Office ,
Gross Revenue (Full Service Gross) [3]
(less) Vacancy [4] .
(less) Operating Expenses [5]
Subtotal, Office

. Parking [6]

Subtotal, Lease Revenue
(less) Capital Reserve [7]

Annual Ne{ Operating Income
Capitalized Value |8}

Total Revenues

3.0% of purchase price ($8,555,808) . (§7,237,382)

$100,000 per space $18,600,000 $16,200,000
$55.00 /sq. fLiyr. $0.  §2457.180

10.0% of Gross Revenue | $0 ($245,718)
20.0% of Gross Revenue 50 $491.436

$0 $1.720,026

$322 /space / mo. $1,083,512 $1,186,248
$1,083512 $2,908,274
1.0% of Lease Revenue - (§10,835) .. ($25,063)

. $1,082,577 $2,877,211

6.0% cap rate $17,682,089 $46,994,451

$312,919,883  $267,203,143

DEVELOPMENT COSTS

2006 Acquisition of Aronson Building
Agency Site Purchase/Conveyance [9]
Aronson Building Property Costs [10]

Direct Construction Costs-
Predevelopment Entitlement Costs [11]
Direct Construction {12}

Exterior/ Curtain Wall [13]
Tenant Improvements (Office) [14]
Subtotal, Direct Construction Costs

Indirect Costs
Architecture and Engineering
Fees and Permits [15]

Legal !
Sales and Marketing
Other Indirect Costs [16]

Subitotal, Indirect Costs

Other Project Costs
Museum Cperating Endowment
Aronson Building Rehab/Renovation {17]
Required Affordable Housing In-Lieu Fees [18]
Additional Affordable Housing in-Lieu Fees [19]
Purchase of TDRs {if applicable) [20]
‘Absorption Period HOA Dues [21]
Open Space Maintenance (GMOS) [22]
EIR-Related Measures .
Other Project Costs

Subfotal, Other Project Costs

" Total Costs
Developer Return [23]

Project Residual (w/ purchase of TDRs)
Project Residual (wjout purchase of TDRs)

$23,500,000 §$23,500,000
$38,393,804 $38,203,904

§$9,388,235 $9,388,235

$513 1o $551 /gross sq. ft. $230,634,523  $214,797,615
$100 persq.ft of facade $1,328,000 $1,328,000

$100 /sq. it 50 $4,467,600
$241,351,309  $229,981,963

3.9% of Direct Costs- $9,262,025 $8,854,305

2.9% of Direct. Costs $7,124,321 $6,651,672

0.6% of Direct Costs $1,448,108 $1,379,892

1.4% of Direct Costs $3,378,918 $3,219,747

8.8% of Direct Costs $23.652.428 $22,538.232

18.5% to 18.6% of Direct Costs $44,885,800 $42,643,849

$5,000,000 $5,000,000
$13,002,181 $11,324,480
$5,200,872 $4,525,792
$1,217,984 $1,917,984

$241,825 $201,880
$397,739 $410,879
$975,000 $975,000

$7,565.000 $7,565.000
$34,300,601 $31,825,014

$383,441,614 $367,444,730
18.0% of Total Costs $69,019,491 $66,140,051

(§139,541,222)  ($136,384,639)
(§137,623,238)  ($134,463,655)

Economic & Flanning Sysiems , Inc, 5/8/2073
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Appendix A, Table §
Pro Forma: Reduced Shadow Alternative
706 Mission Streef; EPS #121084

DRAFT - For Discussion Purposes Only

[1] See Tables 3 through & and Appendix D for residential revenue estimat, ptions and fons.

{2] Residential parking spaces will be available at a 1:1 ratio at a cost of $100,000 per space, Purchase will be unbundied from residential sales.

[3] Office rents based on 4Q, 2012 CBRE report for Class A office space in Yerba Buena submarket; rounded up from $52.67 p.s.f. to $55 p.s.f. 1o i

account for a premium for newly remodeled space. Actual rents will vary depending on market conditions at the time of leasing,
[4] Office vacancy rates based on 4Q, 2012 CBRE report for Class A office space in Yerba Buena submarket; munded down from 21.2% to 10.0%
" fo account for improving office market conditions and the desirability of newly remodeled space. Aclual vacancy rates will vary depending on’
market conditions at the time of leasing.
[5] Operating expenses include cleaning, utilities, general buiiding management, management fee, insurance and property tax, and commissions,
[6] Revenue per month is applied fo the public and leased spaces (see Table 2) based on City Park's average monthly net revenue of
approximately $113,000 for 350 spaces (for FY12/13 through February), see Appendix F. [t should be noted that City Park does not pay property
taxes, whereas the Project Spensor will. As 'such, this cost estimate potentially overstates per month net revenues, which is conservative for
purpuses of this analysis. This revenue is applied to the public spaces and the lezsed spaces.
[7] Capital reserves to cover any unforeseen capital requirements.
{8] Capitalization rate of 6.0% Is based on a San Francisco-specific, CBD office reversion cap rate of 5,
and increased to account for inclusion of the Projecl's pariing component. Includes a 2% cost of sale.
[9] Estiniate provided by the Successor Agency, includes $21.1 million to defease outstanding Jessle Square Barage bonds, $18.3 million for
payment required under the Cooperation and Tax Increment Reimbursement Agreement, and $1 for site conveyance. Because the d
value of the Agency Site is unknown a this time, associated transaction cosis are not included. The Project Sponsor will be responsible for
property taxes on the entire Project Site post-conveyance, and the property iaxes will be based on the value of the site. Again, because the
assessed-value of the Agency Site is unknawn at this time, associated property taxes also are not included. Exclusion of these costs is
conservative in that it underestimates actual costs. . :
[10] Aronson Building net property costs of approximately $4.5 million are not included in this analysis.
[11] Predevelopment entitlement costs include those costs that were incurred by the Project Sponsar as part of the predevelopment costs through
the end of 2012, prior fo design/permitting/construction costs. Esfimate includes pre-development costs for The Mexican Museum. See Appendix

75% as presented by IRR Viewpoin, 2013

G.
[12) Construction cost estimate reflects LEED Silver standards for the residential components and LEED Gold standards for the commerclal
mate includes construction of the core and shell for Museum and Office, with MEP services stubbed out into space.
Commercial and cultural tenants will be respensible for Interior bufld-out, which is not included in estimate. Cost i des demolifion of the
Aronson Building annexes, restorafion of the Aronson Building, and site improvement (hardscape and landscape) costs. Estimate includes other
direct costs such as Gontractar Confrolled Insurance Program (CCIP), adjacent property improvements, ufility set-up charges, preconstruction
charges, some initia) on-site envi ntal work and i V. . .
. 113] The exterfor/ curtain wall refers io the upique fagade treatment of The Mexican Museum. The surface square footage is estimated o be
13,280 square feet. : .
[14] Tenant improvement allowance is applied o net leasable office space.
{15) Estimate is calculaied and provided by the Project Sponsor. See Appendix Table B-1.
[16] Other Indirect Costs inciude development fee {inchides General and Administrative), taxes, insurance, finance fees and contingency.
[17] Aronson Building restoration costs are included in the overall project development costs. See Table 8 for estimate of Aronsen Building
breakout provided by Webcor Builders. :
[18] Reflects City requirement of 20%. Excludes additional Successor Agency requirement of 8%.
[18] Reflects additional Successor Agency requirement of 8%. -
[20] The purchase of TDRs may be required under the Existing Zoning Altemative 2nd the Reduced Shadow Altemative. Forthese alternatives,
TOR purchase costs are assumed to be 524 per gross square foot, based on information provided by TDR brokers as of April 2013,
[21] See Table 8 for annual Homeowners' Association Dues calculations, As the residential units are being absorbed, the Project Sponsor wil be
responsible for paying the Homeowners' Assotiation Dues of unsold units.

sales and /3 of dues in the second year of sales.
[22} See Table 8 for annual Open Spate Maintenance cost calcutations, Homeowners will assume these costs as units are purchased. Estimate

assumes Project sponsor pays 2/3 of costs in the first year of saies and 1/3 of costs-in the second year of sales,
123} Reflects an unleveraged, cash-on-tash rate of retum.
Sources: 708 Mission Strest Co., LLC; Webcor Buliders, CBRE; IRR Viewpoint 2013; City of San Francisco; Economic & Planning Syslems, Inc.”

components. Esti

Estimate @ssumes Project sponsor pays 2/3 of dues in the first year of -

Economic & Planning Systems | inc. 582013
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APPENDIX B:

Entitlement Fees
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APPENDIX E:

.Construction Cost Estimates and Detailed Comparison
between Project and Reduced Shadow Alternative
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706 Mission
San Francisco, CA .
B UL LD ERS April 17,2013 '

ALTERNATIVE OPTIONS A B, C,D&E
CONCEPTUAL ESTIMATE
ASSUMPTIONS ANDVQUALIFICATIONS

A. _ PROJECT:

Name: ' 706 Mission — The Mexicah Museum
San Francisco, CA

Developer: Millennium Partners
Architect: Handel Architects

Engineer: Magnusson Klemencic

B. PROJECT INFORMATION: -

1. Option A - Proposed Project - Total Building 710,525 GSF
" a. ProjectSchedule: Schedule duration is 36 months
b. Schedule used for Estimate is based on commencing construction 1/2/14.

Z. Option B — Existing Zoning - Total Building 275,590 GSF .
c. Project Schedule: Schedule duration is 21 months
d. Schedule used for Estimate is based on commencing construction 1/2/14.

3. " Option C'-Separate Buildings - Total Building 704,280 GSF
e. Project Schedule: Schedule duration is 36 months
f  Schedule used for Estimate is based on commencing construction 1/2/14.

"4, Option D —Increased Residential Density - Total Building 710,525 GSF
g. Project Schedule: Schedule duration is 36 months
h. Schedule used for Estimate is based on commencing construction 1/2/14.

Option E - Reduced Shadow - Total Building 418,441 GSF
i. " Project Schedule: Schedule duration is 33 months -
j. Schedule used for Estimate is based on commencing construction 1/2/14.

w1

C. SUMMARY OF COSTS

Costs for the Proposed Project and each Alternative Option vary according to the height,
number of residential units, and program areas. :

Generally, for ail Options the costs for Divisions 2 (Earthwork & ‘Sitework), 4
(Foundations), 7 (Roofing & Waterproofing), and 10 (Equipment) remain the same or

Assumptions & Qualifications - Page 1 of 12
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706 Mission
San Francisco, CA
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D.

very similar, since these floors, areas of the building, and associated systems will be
required in all cases, regardless of height or number of residential units. However,
depending on the overall size in floor area of the Alternative Option the unit cost/GSF
will differ as these costs are divided against the overall GSF of that Option; the larger the
GSF of the Alternative Option, the lower the GSF unit cost for this work, and inversely
the smaller the GSF of the Alternative Option the higher the GSF unit cost for this work.
Across the Proposed Project and Alternative’ Options the costs for Divisions 5
(Structure), 6 (Exterior Skin), 8 (Interior Construction), 9 (Specialties), 12 (Conveying
Systems), 14 (Fire Protection), 15 (Plumbing), 16 (HVAC), and 17 (Electrical) vary, since
they are directly related to the number of floors in the tower, residential units, and
associated duration of construction schedule. The higher the number of residential
units and interior floor area, the higher the GSF unit cost for this work; the lower the
number of residential units-and interior floor area, the lower the GSF unit cost for this
work. Division 3 (Landscape) costs will vary slightly for Option C, since the roof of the
Aronson building would not be used as a common residential open space terrace.

When compared to the Proposed Project, Options C & D costs/GSF are sxmllar although
slightly higher in Option D due to the increased number of residential units and
associated systems and finishes. For Alternative Options B & E, costs/GSF are higher
than the Proposed Project due to significantly reduced height and floor area and the
associated reduction in efficiency for spreading costs across the overall project GSF;
although there is less cost associated with fewer residential units and floor area in these
Options, that reduction in costs-does not offset the remaining costs associated with the
lower floor levels and below grade costs that do not vary by Option. Unit costs/GSF for
the office flex component and museum core and shell remain generally the same across
the Pro'posed Project and all Alternative Options.

GENERAL INFORMATION:

Conceptual estimates for Alternative Options A, B, C, D, and E were developed as follows. A
base estimate was developed using market pricing, subcontractor and vendor pricing, use of
Webcor’s extensive data base, along with construction professmnal’s input in December 2012
and January 3012. To develop the series of Alternative Options on a GSF basis the base estimate
was modified by adding to or deleting from the base estimate along with the input of

E.

construction professionals.

BUILDING QUALIFICATIONS:

Division 2: Building Pad, Earthwork & Sitework

a. Pedestrian Protection: includes chain link fencing and covered pedestrian walkways
as required.

b. Traffic control: Includes costs for flagmen and bamcades for Webcor related
deliveries. Subcontractors will be required to include traffic control for their own
deliveries. SF Police traffic control, if required, is an Owner provided item.

Assumptions & Qualificgg'%rg - Page 2 of 12
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Hazardous Material Abatement: Hazardous material abatement is excluded, and is
assumed to be covered by the Owner. Unforeseen underground conditions are
excluded. : '
Dewatering: Based on previous experience in the “Jessie Square Parking Garage” a
Budget has been provided for 9 temporary dewatering wells, rental of nine pumps,
rental of a sand tank and rental of a flowmeter. Dewatering discharge fees are not
included and are assumed to be by Owner.

Shoring & Underpinning: A secant pile wall and tiebacks to shore and underpin the
existing Aronson Building will be installed. Tiebacks and a Whaler system to support
the existing wall along Mission Street will be installed. Overlapping soil mixed
columns for cut off wall along the Westin Hotel Property will be installed

Earthwork: Includes the costs to excavate, backfill, off-haul and dispose of all soil as
determined from the best information available. Assumes that all soil is “clean” and
can be disposed of at local landfills. No cost has been included in the budget to
handle or dispose of any contaminated soil. Assumes soil is rippable, and can be
excavated without the use of hoe-rams if rock is encountered. Materials excavated
on site are assumed to be adequate to backfill as required. Import of soils is not
included.

Grading & Paving, Site Concrete: The cost to install new public sidewalks and curb &
gutter has been included. An allowance of $45/sf. for concrete paving has been
included to match “Jessie Square.” ’

Underground Utilities: An allowance has been included to tie into existing, sewer,
storm drain, and water services. Ne utility company connection fees or joint trench
costs have been included (Owner cost). This budget excludes the reclaimed gray
water system beyond the curb line that may be installed by the City in the future.
Bicycle Racks and Lockers: A budget for bicycle lockers has been included.

Traffic signals and other offsite utility work: excluded unless qualified as being
included elsewhere. ‘

Note: For all Alternative Options for Division 2: Building Pad, Earthwork and
Sitework costs remained the same. However, depending on the GSF of the
Alternative Option the GSF unit price will differ as these costs are amortized against
the GSF of the Alternative Opfion. The larger the GSF of the project the lower the

- GSF unit cost for this work and inversely the smaller the GSF of the: project the

higher the GSF unit cost for this work.

Division 3: Landscape

a.

b.

The landscape and irrigation budget is included. in the Budget. An allowance of
$45/sf. for landscaping and hardscape on grade. '

Note: For all Alternative Options for Division 3: Landscape costs remained the same
with the exception of Alternative Option C, Separate Building which is lower as the
Aronson building roof does not include Division 3 ‘Landscape work. However,
depending on the GSF of the Alternative Option the GSF unit price will differ as
these costs are amortized against the GSF of the Alternative Option. The larger the
GSF of the project the lower the GSF unit cost for this work and inversely the smaller
the GSF of the project the higher the GSF unit cost for this work.

~ Assumptions & Qualifications - Page 30f 12
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Division 4: Foundations

Mat Foundation — 280#/cy Rebar Density.

Form, supply, place, and finish mat slab, walls, columns, and suspended slabs.
Furnish and install Cast in Place perimeter walls and pilasters. Provide up to 2"
average over break on walls installed against shoring.

Note: For all Alternative Options Division 4: Foundations costs remained the same.
However, depending on the GSF of the Alternative Option the GSF price will differ as
these costs are amortized against the GSF of the Alternative Option. The larger the
GSF of the project the lower the GSF unit cost for this work and inversely the smaller

- the GSF of the project the higher the GSF unit cost for this work. The foundation

for Option C. Separate Buildings is slightly dlﬁerent and these differences were
offset with the structural considerations.

Division 5: Structure

a.

Approval for form re-use shall not be subject to approval by Owner’s inspector or
the Architect. Formwork may be patched and repaired, providing concrete complies
with Class B Concrete and as stated above. -

_Post tensioning system shall be stressed once suspended deck concrete reaches the

compressive strength of 3,000 psi. No minimum time limit-is observed. _
For Post-Tensioned Slabs, two Cylinder Breaks for PT stressing (approx. 3 day), 7,
and 28 day breaks shall be provided by Owner’s testing agency. Early morning
breaks for PT stressing (data available at 7AM) shall be provided for PT Slabs at no
costto Webcor.

MEPS Pads: Included 2,500 sf for an aulowance

Curbs: For Alternative Options A, C, & D included 2,000 If has been included as an
allowance, for Alternative Option B 800 If has been included as an allowance, and
for Alternative Option E 1,200 If has been included as and allowance. .
MEPS deck Penetrations: Included is 160 If or 16 ea 2'x3’ blockouts per typical floor.
Intentional roughening of Construction Joints is excluded.

Bentonite waterstop at all Wall & Slab joints below grade.

We have assumed 20,800ea drill and epoxy dowels for the Aronson building and
2,000ea drill and epoxy dowels for the Tower.

“ Protection and Rat Slab are included in estimate.

Below grade perimeter shoring shall be designed to accept concrete truck, pump
and cranes staged at the building perimeter.

Vertical formwork not supporting the weight of concrete may be removed 12 hours
after concrete placement, provided the concrete is hard enough to not be damaged.
Forms below suspended decks may be removed once the slabs reach 3,000 psi.
Requirements to keep formwork in place longer are excluded.

We have included installation of structural steel link beams at the core-wall opening
in the base bid. The FOB purchase of the link beams itself is not included separately.
The core-wall rebar density is currently at 625 Ibs. /cy and the link beam rebar is
850#/cy and in our experience the savings in rebar if the link beams were converted
to structural steel should offset the cost of purchase of these link beams.

Concrete Institute (ACl). All concrete shall be formed as Class B concrete as defined
by ACI 117, which limits offsets to no more than 1/4 inch. Fins shall be removed and
tie-holes and structural voids patched. Corners not exposed in the finish work may

Assumptions & Qualiﬁteaggr;is -Page4of12
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q.

be square or chamfered at Webcor’s option. Finish tolerances of floors shall achieve
average values of FF 20 and FL15 as defined by ACI 117. Please note that concrete

tolerances for floors in particular cannot be guaranteed to be %” in 10ft, or any

other such standard that is not feasible for post-tensioned high-rise construction.
Any trades requiring stricter tolerances must include any costs to shim, float, grind,
etc... any structural elements that fall within the ranges of ACI tolerénces for this
type of construction. Particular attention must be taken with any surfacing’s
(hardwood, laminate or carpet), furring, and attachments of exterior skin systems to
accommodate the anticipated tolerances.
Basement perimeter walls are assumed to be cast in place.
Rebar Densities assumed (per MKA’s 1/9/13 pricing package)

1. Mat Foundation —280#/cy

2. Core & Shear Walls — 625#/cy

3. Coupling Beams/Link beams — 850#/cy

4. Columns—550#/cy

5. Basement Walls — 180#/cy

6. Below Grade Slabs — 6#/sf

7. Diaphragm Slab 16” — 8#/sf

8. Museum Slabs 12" — 6.5#/sf

9. PTslabs — 1#/sf for PT and 2.5#/sf for rebar
10. Core Slabs — 180#/sf for beams and 5#/sf for the slab
11. Tower Roof 12”7 —6.5#/sf o
12. Tower Roof 10” — 5.5#/sf

13. Aronson Perimeter Shotcrete — 200#/cy

14

_ Aronson Shear Wail — 500#/cy — Note: does not apply to Alternative Option
C. Separate Buildings : . '
15. Assumed 160LF If of blockouts per typical floor for MEPS.

Note: For Alternative Option C. Separate Building and structurally speaking
independent Seismic Design on Aronson and Tower: When considering the structure
costs for this option, we looked at what the base design and costs were for the two
structures to work together. The base design Level 11 of the tower was the
diaphragm floor with a 16" deck that tied the two buildings. Also the core wall did
significant work to accommodate the shear from the Aronson building. For Option C
the two structures work independently and Level 11 and core in the main tower
would be less expensive as the structure will be efficient. The savings realized from
the Tower are offset by the costs of adding additional shear walls in the Aronson
‘Building.

Note: For Alternative Option B. Existing Zoning: The structure is 13.levels tall. The
cost per GSF for this option is higher because the costs of the mild steel floors on

the Mexican Museum floors do not get amortized over a higher GSF.

" Note: For Alternative Option E. Reduced Shadow: Similar to Option B, the 27 level

building does not amortize the Mexican museum floors over a higher GSF compared
to the 47 level building. Although this option is better than Option B it is not as
efficient in terms of $/GSF as the 47 level towers. ’

Assumptions & Qualiéig,aéigns -Page 50f 12
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Division 6: Exterior Skin .

The exterior skin of the project has been priced according-to the mockup created on site,
the facade types described in the Handel Architects exterior elevations, 706 Mission
Preliminary Visual mockup exterior cladding 2012-12-07, and details with clarifications made
in the renderings which include.

(Type #1) Tower Unitized Curtainwall with Spandrel Glass.

(Type #2) Tower Unitized Curtainwall with IGU and Stone (Cherokee White Marble).

Curtainwall and Channel Glass @ Mexican Museum.

Opérable Fins at the Mexican Museum. '

Replacement Storefront and windows at the Aronson Building.

New Windows @ the North Elevation of the Aronson Building.

Solarium ‘Windew Wall, Solarium -Skylight, Solarium Canopy, and Solarium Glass

RailS/Screens at the roof/terrace of the Aronson Building. :

a. Note: The most expensive skin systems (especially at the Mexican Museum) occur at
the lower floors of all the Alternative Options. Therefore the taller the building the
lower the GSF unit cost for this work and inversely the shorter the project the higher
the GSF unit cost for this work.

™m0 o0 Tw

Division 7: Roofing & Waterproofing

a. Waterproofing systems for the project have been budgeted using previous experience in
the area of “Jessie Square.” The garage level is assumed to have a 15 mil. Vapor barrier
below the slab on grade and Cetco Coreflex has been budgeted at the tower mat
foundationand the new separation wall between the Tower and the Aronson building.

b. Hot-fluid waterproofing membrane is included at the podiunrand tower terrace levels,
along with pedestal pavers. '

¢. Insulation: Spray-on insulation is included between heated and unheated spaces as
required. Hard coat for the spray on insulation is excluded. Slab edge fire-stopping is

" included at the perimeter of all floors.

d. An allowance has been included for all general sheet metal items such as reglets,
flashing, tounter-flashing, coping, and Iouvers The allowance is based on galvamzed
sheet metal. o . .

e. Sarnafil G410 has been budgeted for Roofing on the Solarlum and Tower

f. Note: For all Alternative Options for Division 7: Roofing & Waterproofing costs remain
the same. However, depending on the GSF of the Alternative Option the GSF unit price
will differ as these costs are amortized against the GSF of the Alternative Option. The
larger the GSF of the project the lower the GSF unit cost for this work and inversely the-

- smaller the GSF of the project the higher the GSF unit cost for this work.

Division 8: Interior Construction

Residential units are assumed to be finished with the following using the typical two
bedroom three and one half bath plan as a base for the Appliances, fixtures, and finishes:

a. MDF base and casing throughout units, no crown molding.-

b. Junckers Hardwood (Pearl Collection) floors for the kitchen, dining, and living room
areas have been budgeted. Stone Marble flooring ($15/sf Allowance) is included in
the foyer and bathrooms. Carpet has been included for the Bedrooms ($50/sy
Allowance).
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c. ' Calcutta Marble counter tops are included at kitchen counters, Islands, and bath
vanities. : .

d. Euro-style (Studio Becker) kitchen and bath cabinets. Cabinet finishes assumed to
be a wood veneer for typical units with upgrades for Penthouse units. This quote is
based on an exchange rate of $1.35 Dollars per Euro.

e. We have included an allowance for Wolf & Subzero appliances. Kitchen- includes
Isiands with vegetable sinks. - ,

£ Euro-style (Studio Becker) Wardrobes with sliding Doors in the Master Closets.
These units include U—shaped shelves above hanging rods, aluminum framed sliding
doors. This quote is based on an exchange rate of 1.35 Dollar per Euro.

g. Entry Doors FSC certified hardwood veneers. The door lock covered would be a

‘Grade 1 mortise lockset. Unit entry doors on hollow metal frames with molded

hardboard hollow. _ ,
h. Core unit interior doors. Unit interior doors shall be pre-hung on wood frames.
i, Units will have tub, shower, and tub/shower units. Glass shower surrounds are

included with Low-Iron Starfire Glass.

. All drywall partitions are assumed to be level 4 finishes. A suspended drywall ceiling

has been budgeted in the units per specification at unit entry, bath, and kitchen
cabinet locations. .

k. Units will be painted with a single color, flat latex paint.
1. Doors and millwork item will be painted with semi-gloss latex-paint.
Corridor areas will be finished with paint grade MDF Base, paint, and carpet.
The Master bathtub is priced as a drop in without a skirt. o
The Guest bathtub is priced with a skirt.
Garage area — exposed (_:oncrete/CMU ‘walls and ceilings will be left unpainted.

Drywall partitions, doors, and frames will be painted. .

b. Note: The higher the (number of/density of) interior residential units per sf the
higher the GSF unit cost for this work and inversely the lower the (number
of/density of) units per sf the lower the GSF unit cost for this work. Non-built-out
core & shell space will have the lowest GSF unit cost for this project.

Division 9:'Spe'cialties

a.

b.
C.
d

Code required signage, is included as an allowance. Fire Extinguishers are included. -
A budget has been included for Kohler-Purist Series-Polished Chrome toilet accessories.

Bathroom mirrors are included.
Closet shelf & rod is included for the second bedroom and has shingle she!f and rod

running length of closet. : _
Note: The higher the number of interior residential units the higher the GSF unit cost
for this work and inversely the lower the number of residential units the lower the GSF
unit cost for this work. Non-built-out core & shell space will have the lowest GSF unit

cost for this project.

Division 10: Equipment ' ' .

a.
b.

An allowance for exterior skin maintenance sYstem has been included.
Design Build Custom Fixed in Place, Parallel Luffing, Telescoping Boom Arm Type
window washing unit a reach of at least 80’-0”.

Assumptions & Qualh%i éaticins -Page 70f 12



706 Mission
San Francisco, CA
April 17, 2013

Sockets, Davit and Self-Powered Platform at level 13. ]

Parking control equipment is not required. There are two Hydraulic Auto Lifts. Two
roll-up doors with automatic opener and access controls are included to control access
to the garage.

Trash compactor is assumed tobean Owner provided item.

Trash chutes have been included, per drawings.

Household apphances Allowances have been provrded for Wolf and Sub Zero
appliances.

Note: For Household appliances the higher the number of interior residential units the
higher the GSF unit cost for this work and inversely the lower the number of residential
units the lower the GSF unit cost for this work. Non-built-out core & shell space will
have the lowest GSF unit cost for.this project.

Division 11: Furnishings

Window coverings are not included in the budget

Drvrsmn 12: Conveying Systems

a.

Includes (3} 3000 Ib., 1200 fpm gearless traction passenger elevators and (1) 4500 Ib
1200 fpm Passenger/service “Fireman’s” elevator, at the tower.

Includes {2) 8000i# 200 fpm Auto lifts. Auto Lift estimate assumes minimum 9'- O” floor-
to-floor height at all serviced floors in order to comply with manufacturers
recommended minimum for a 7’-0” hoistway entrance. -

Includes {2) 3500#, 200 fpm, (1) 4500# 150 fpm elevators at the Museum.

Elevator cab finish allowance is included in budget is $40,000/passenger car. _
For Alternative Option C. Separate Buildings only (2) 3500#, 200 fpm, (1) 4500# 150 fpm
elevators at the Aronson building. Note this increases the GSF unit price for this option.
Note: Economy of scale applies to Division 12 Conveying Systems. The more stops per
elevator equates to a lower GSF unit cost of the Alternative Options and inversely the
fewer stops per elevatorin the shorter building options the higher the GSF unit cost.

Division 13: Special Construction

Swimming Pool, Fire Pits and Site Furnishings: No allowance has been mcluded for site
furnishings, pool, and spa construction.

Division 14: Fire Protection

a.

@ oo

SFWD connection fees are excluded. Two electric vertlcal fire pumps rated at 1000 GPM
and 350 HP are provnded both with transfer switches (ATS) connected to emergency

" power.

Work will start with underground connections at the curb of Mission and Third Streets,

~ including trenching and backfill. CFC 914.3.1.2, states fire pumps shall be connected to a

minimum of two water mains located in different Streets.
Standpipes will be located and exposed in stairways.

‘One of the permanent standpipes will be used for temporary Fire Protection.

Two (2) FDC's will be provided as required by code on each street.

* Garage will be fully sprinklered.

Residential Units will be fully spnnklered with pendant sprlnklers at furred ceilings and
sidewall sprinklers at non—furred areas.
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h. Public areas will be fully sprinklers will be fully sprinklered with concealed type

sprinklers.

i. Head locations will be coordinated with architectural drawings, but sprinkler design will
take priority. ‘

j.  Note: There are two main factors affecting the GSF unit cost of the different options
building size and density of the residential units. The large the building option equates
to a lower GSF unit price and inversely the smaller the building option equates to a
higher GSF unit cost. - Second; the denser the residential units are the higher the GSF
unit cost and inversely the lower the density of the residential units the lower the GSF

unit cost.
Division 15: Plumbing

Plumbing Clarifications:
a. Plumbing is to be pre-fabricated.
b. Recycled water “purple piping” has been included to the curb for connection to a
. future City Installed recycled water system. ‘
c. Anindependent grey water system with on site treatment is included. )
d. Reclaimed water from grey water system to lavatories including booster pumps is
included. ‘ ' - ;
e. Two (2) Emergency drains will be provided at each parking level. Sump pit and
pump will be at lowest level. Pit and cover shall be provided by others.
f. One(1)trench drain wiil be provided at garage entry.
Fire sprinkler express drain shall discharge into a gravity drain on the ground floor.
A drain for residual water and fire pump cooling line will be provided at the lower
parking level. o
h. Euro-style Kohler Sterling Sinks and’ Grohe Concerto New fixtures in the Kitchens,
Toto Lavatories and water closets with the Grohe Concerto New fixtures in

restrooms.
i . Note: There are two main factors affecting the GSF unit cost of the different

options building size and density. of the residential units. The large the building

option equates to a lower GSF unit price and inversely the smaller the building

option equates to a higher GSF unit cost. Second, the denser the residential units

are the higher the GSF unit cost and inversely the lower the density of the’
residential units the lower the GSF unit cost.

Plumbing Scope of work:

a. Soil, waste and vent systems. ,

b. Complete gravity system of drainage and vent piping shall be provided for all floors,
including gravity drainage for fire sprinkler systems.
Underground connections to 5/-0” outside the building.
Provide acoustical pipe isclation for water, waste and storm.
Hot water system: gas-fired hot water boilers with recirculation pumps and piping.
Cold water systems, including backflow preventers, shutoff valves and pressure
booster pumping system. » :
g. Reclaimed water from grey water filtration system to water closets, including

booster pumps.

"o oo
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Natural Gas shall be from the meter location to all gas fired Mechanical equipment
and gas ranges.

Roof and overflow dralnage system. Drainage shall discharge to street main by
gravity. :

Provide floor drains in mechanical rooms, trash rooms, “and other locations as
required by code.

Provide shut-off valves to isolate each piece of equipment.

Provide drainage connection for fire protection system. Gravity Drainage only.
Provide pipe insulation on hot water piping per Title 24. Cold Water and storm
piping Insulation are not included.

Division 16: HVAC

The HVAC scope is included as follows:

a.

A vertical heat pump system is included as instructed in the bid documents. A
cooling tower will be located on the roof. Two standard boilers will be located in a
mechanical room on the roof to provide supplemental heating to the heat pumps.
For Alternative Opﬁon A. Proposed Project, Alternative Option C. Separate
Buildings, and Alterative Option D. Increased Residential Density a heat exchanger
will be located on the 20th floor to reduce the pressure rating of the upper floor
devices. '
Scavenger fans will be located on the roof for the toilet exhaust, dryer exhaust, and
kitchen exhaust. The building is censidered life-safety and will comply With code
requirements. ’

The garage will be exhausted which will require shafts and fan rooms to be

. constructed similar to what is shown on the architectural drawing.

The ground floor lobby and retail spaces will be conditioned to meet code
requirements which will require store-front louvers .

The amenity spaces will be conditioned to meet code requirements which will
require store-front louvers.. All publlc terraces are assumed to have no heatlng or
ventilation requirement. - : '
The lower level trash collection room and loading dock will be exhausted. The loads
for the typical floor electrical rooms are assumed to be negligible.

The mechanical plant will be controlled by a DDC system. All other eqmpment will

be controlled locally.

Energy modeling will be required by others. 3D modeling is included (assistant role
during design, lead role during pre-construction) should the owner, architect and
structural engineer agree to provide accurate and complete models

Energy modeling is not included.

A life-safety smoke control report has not been issued and possnble additional
provisions are not included. .

Note: There are two main factors affecting the GSF unit cost of the different
options building size and density of the residential units. The large the building
option equates to a lower GSF unit price and inversely the smaller the building
option equates to a higher GSF unit cost. Second, the denser the residential units
are the higher the GSF unit cost and inversely the lower the density of the
residential units the lower the GSF unit cost.

Assumptions & Qualiﬁcg%%n - Page 100of 12



706 Miésion N
San Francisco, CA
April 17,2013

Division 17: Electrical ‘ a

a.

=h

l_—‘. = jqq

Normal and emergency power distribution with separate metering for the “house” and

individual residence units are included. Feeders from the meter stacks to individual unit -

load centers are budgeted as aluminum metal clad cable embedded in the concrete

slab. ,
Budget is based on the generator being located on the roof. We include an integral base

tank.only per current code requirements.

Convenience power receptacles as required by code and power feeders with typical
single point connection to mechanical, vertical transportation, etc. as required.

An allowance has been included for the building core lighting scheme fixtures. An
allowance has been included for the Residential unit lighting scheme fixtures.
Telecommunications/cable TV service entrance conduits extended from Fremont Street
property line to MPOE room located on Level B1. Includes Telecom and Security
systems. o U

Code compliant high rise fire life safety system. _ :
Building security, ground floor access control system allowance is included per the bid
documents. : : . :

Power and data service requirements for health club equipment to be determined..
Entry door chime system for the residential units- is-included.

Low voltage wiring system interloeking typical floor trash chute doors are included.
Note: There are two main factors affecting the GSF unit cost of the different options
building size and density of the residential units. The-large the buiiding opticn equates
to a lower GSF unit price and inversely the smaller the building option equates to a
higher GSF unit cost. Second, the denser the residential units are the higher the GSF
unit cost and inversely the lower the density of the residential units the lower the GSF

unit cost.

General Qualifications:

This Conceptual Estimate does not include any costs from Potential Market Force

fmpacts at this time. v _ .
San Francisco Sales Taxes in included at 8.75%. San Francisco Labor Tax is included at

1.75%. .

It is presumed there will be a minimum of three acceptable manufacturers listed in the
specifications for any products to be used to ensure competition in the marketplace.
Escalations, the numbers within this estimate are based on a January 2014 construction
start. We have not included any costs at this time for significant material increases.

Standard Exclusions:

a0 o

Pre_construction'Services
ocCIp
Building Permit

Cost of Webcor’s Performance and Payment Bond

Assumptions & Qualifications - Page 11 of 12
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City of San Francisco, California and/or San Francisco County, assessments, impact,
easement, and encroachment fees, meters, school taxes or any other governmental
fees not normally.the General Contractor’s responsibility

Builders’ Risk insurance, including earthquake/flood deductibles

Governmental agency special inspections

‘Testing. and Inspections (i.e.: soils, concrete, structural steel roofing, shoring and

lagging, contaminated soil monitoring, glass mock-ups testing, asbestos survey or

removal, etc.)

Provisions for latent soil conditions , .

Removal and/or relocation of any unforeseen underground obstructions and utilities
Handling and/or removal of any hazardous waste materials

Architect, Engineer, and Consultant fees

Owners’ design and construction. contmgency

Financing costs -

Land costs

Cost of site survey, soil report, or subsurface invéstigation

Blastlng or drilling for bedrock excavation _
Utlhty Company Impact Fees and Sewer/Storm Water/Fire Servnce Plant Investment
Fees, or Hookup Fees of any sort

Artwork

Window treatments

Water Features

Furniture/Furnishings and Equipment

Acoustical Consultant or Wind Censultant Impacts

This estimate does not include any designated funds for LEED consideration other than

San Francisco Code Requirements
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APPENDIX F:

Jessie Square Garage Net'O'perating Income
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DRAFT - For Discussion Purposes Only

Jessie Square
Actual Performance FY 2012-13

CityPark
_ Unit No. 77

GROSS REVENUE:

Revenues:

Taxable . .
Transient $ 121,385 § 128713 § 116,235 § 122,610 % 125974 § 125,244 § 132,247 § 122,647
Monthly 43,020 49,364 29,503 43,052 32,702 44,584 27,928 32,111
Validations -

Other .

Total Taxable Revenue 164,405 178,077 145,738 165,662 158,676 169,828 160,175 164,758

Less 25% Parking Tax (32,881) - (35,615) (29,148) (33,132) (31,735) (33,966) (32,035) (30,852)

Net Taxable Revenue 131,524 142,462 116,580 132,529 126,941 135,862 128,140 123,806

Non-taxable . ) . :
NT Monthly - . 75 50 25
NT Hotel/Restaurant/Short 14,112 24,858 23,760 25,830 19,764 16,110 14,346 20,520
Other . To162 96 - 123

Total Non-taxable Revenue 14,112 - 25,020 ' 23,760 - 26,001 _ 19,814 16,110 14,494 20,520

Nef Total Revenue 145,636 167,482 140,350 158,530 146,755 151,972 142,634 144,326

Operating Expenses : ' : )

payroll bifled - . 182 -

PTO billed T o T

Payroll Taxes billed . 29 il

Workers Comp billed . ’ 18

Benefits billed 22

Management fee 5,002 5,002 5,(‘302' 5,002 5,002 5,002 5,002 5,002

Accounting 50D B8OD 800 800 BOD 800 800 80O

Insurance 1,300 1,300 1,300 1,300 1,300 1,300 1,300 - 1,300

Supervisory 2,500 2,500 2,500 2,500 2,500 2,500 2,500 2,500

Other services . . 11,848 11,755 14,778 11,755 11,747 12,477 21,262 11,767

License 9,420

Supplies 224 892 . 103 231 241 289 247

Bottled water 28 25 15 . @ 7 42 26

Uniforms 148

Signs 345 X

Ticket printing ' 1,282 899

Utilities * . 8,744 8827 . 6,774 - 8,245 7,046 4,128 . 4,783 4,939

Telephone 313 307 315 310 887 810 813 615

Garbage/cleanup 2712 762 2,712 262 2682 . 3,482 1,557 3,012

Maintenance/Rep 5,868 110 7,058 2,086 503 5,994 2,620 5,629

Total Operating Expenses . 39,340 30,279 39,888 32,363 . 30,455 37,419 50,418 35,837

Net Operating Income . $ 106,286 § 137,202 § 100,462 $ 126,167 $ 116,299 § 114,553 § 92,216 § 108,490

Average Monthly NOI {through February) s 112,711

Revenue Generating Spaces\ 350

Average Monthly Revenue per Space S 322.03

Rounded S 322,00

Economlc & Planning Systems, Inc. 4/30/2013 P:A121000\1. 21084_705Missian5f\Madel\121084_ri7miel_ 043013.xisx

6344



APPENDIX_ G:

Predevelopment EIR and Entitlement Costs
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Appendix G, Tabl 1 DRAFT - For Discussion Purpoées Only

e
Predevelopment'ElR and Entitlement Costs as of 12131112
706 Wission street; EPS #421084 :

The Mexican
706 Mission street Nuseum m Total project

Cost ltems

$173,073 $2,268,263

Architecture & Engineer'mg
Architects - conceptual Desigm: EIR & entitlement support $173,073 2,260,026
- $8,237

structural Engineer - conceptual pesign, EIR & Entitlement support )
: $9,250 $56,681

Architecture & Eng'meering (Re'\mbursables) . 0
Printind, Renderings, Travel Expenses~ Conceptual pesign, EIR & Entitlement support $47,431 - $9,250 - §$56, 681
Land Use Consultants ' $Z,566,933 - $2,555,983
EIR consultant and Technical Sub—Consulfants - Environmental Jmpact Report $2,438, 070 - $2,438,07O
Environmenta! Gonsultants - Soil & Site Precharacteﬁzation Reports, Al Quality, & EIR Support $11,119 - $11,119
Traffic Consultant - Conceptual Design, EIR & Entitlement Support ’ $76,571 - $76,571
 Economic Impact consultant - EIR & Entitlement support $41,223 ) - $41,223
Design Consuttants - $496,188 - $196,188
Pngrammfng and Interiors - concepfual Design $110, 000 - $110, 000
- acoustical Consultant - EIR& Entitlement Support o $3,053 i - $3,053
Exterior Curtain wall - Conceptual pesign & WMock-Up for entilement Support ' ) $15,000 - $15,000
Geotechnical consultant - preliminary Geotechnical Report, EIR Support, conceptual Design 48,156 - . $8,156
preservation Gonsultant - conceptual Design, Historic Report, EIR& Eentitement support $59,979 - $59,979
Othet Consultants - Gov't Relations $1,160,000_ $20,000 $1,130,000
public Refations and Polftica! Consultant - EIR& Entitlement Support $1,160, 000 $20,000 $1,180, 000,
Other Consultants - Miscellaneous - $72,302 o - $72,302
Pre‘Construction, Ccost Consultants - EIR& Entiﬂement Support $30,1 05 - $30,1 05
. code Consultant and Permit Expediter - EIR & Entitiement support $4,675 - ¥ 675
surveyor - Site and As-Built Surveys $37,522 - $37,622
permits & Other Fees 477,887 - - $77,887
permiting Environmental, & E‘ntiﬂement Fees [shown and included in Appendix B, Table 1] - - -
Legal Entity Fees $4,075 - 4,075
San Francisco Redevelopment Agency Consultant'Fees - ¢73,812 - $73,812
Advertising & promotion $160,000 - $_160,000
Public Relations— Enﬁﬂements support $20, 000 - $20,000
Residential Marketing consultant = conceptual Design §140,000 - $140,000
Legal Fees _Site Purchase $16,517 - $18,517
Transactiona! Legal Fees $16,517 - $16,617
Legal Fees - other Legal $2,454,164 Co- $2,464,164
Bank Transaction Legal Fees : ) $1 04,317 - $104,31 7
Land Use & Contracting Legal Fees - EIR & Entilement Support $2,359, 847 - $2,359, 847
Other Costs - Contributions . $124,250 $205,000 $329,250
Local Event and Organization Confributions ' $124,250 - §124,250
Contributions $205,000

Event &

The Mexican Museurm Fundraising

$8,980,9‘12 $407 323 $9’,388,235

Total, as of 12131112

{11 The Mexican Museum costs through 1213112 reflect invoiced armounts spec'lﬁcally denoting work dongé for The Mexican Museurm, such @8 work doneé by Handel

Architects, TEN Arquitectos and HMS Associates, 88 well 85 contributions and sponsorships toward The Mexican Museurmn events.

Sources: 706 Mission Streét-Co, LG, Economic & Planning Systems, inc.

Economic & planning Systems, Inc 5/B/2013 pA{21000\ 21054_705Missian5f\Mudef\1 21 084_model 050812
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. | - | | Thomas N. Lippe
Lippe Gafiney Wagner LLP  wwiewtsmyers.con | ian attuey
| Keith G. Wagner -
Kelly A. Franger

SAN FRANCISCO - 329 Bryant St., Ste. 3D, San Francisco, CA 94107 « T 415.777.5600 - F 415.777.9809

SACRAMENTO - 9333 Sparks Way, Sacramento, CA 95827+ T 916.361.3887 - F 916.361.3897 A
. ' : | Henry A. Steinberg

May 15, 2013
Via Hand Delivery and Email (without attachments)

Historic Preservation Commission
Room 400
1 Dr. Carlton B. Goodlett Place
San Francisco, CA 94102-4689

Re: 706 Mission Street - Residential Tower and Mexican Museum Pro_| ect
(Case No. 2008.1084H; SCH # 2011042035)

- Dear President Hasz and Commissioners:

_ This office represents the 765 Market Street Residential Owner’s Association, Friends of
Yerba Buena, Paul Sedway, Ron Wornick, Matthew Schoenberg, Joe Fang, and Margaret Collins
(collectively “Objectors™) regarding the 706 Mission Street - Residential Tower and Mexican
Museum Project (“the Project”). I am writing to summarize our arguments regarding Project
impacts on historic resources and, in an excess of caution, to resubmit comments previously
" submiitted to the City of San Francisco by Lippe Gaffney Wagner and by Architectural Historian
Katherine Petrin.

As an initial matter, “Objectors” do-not oppose the Mexican Museum nor its placement at
706 Mission Street.

However, “Objectors” are gravely concerned about the Project’s violations of law, including
the impacts of the proposed 47-story tower on recognized historic resources. Therefore, Objectors
object to the approval of any permit for this Project as currently proposed. In addition, because of
the serious flaws in the Environmental Impact Report (“EIR”) Objectors urge this Commission to
request the EIR be revised and recirculated to the public.

The Project, as currently proposed, should not be granted a Permit to Alter by the Historic
Preservation Commission (“Commission” or “HPC”) for the following reasons:

(1) The Project violates Planning Code 1111.6(c)(6) because it will increase the helght of
the Aronson building by more than one story;

(2) The tower is not compatible in scale with the Aronson Building;

(3) The tower is not compatible in-scale with the New Montgomery—Mlssmn—Second
(“NMMS™) Conservation District;

(4) The tower will substantially degrade the historic character and architectural integrity of
the Aronson Building and the NMMS Conservation District, and will result in significant adverse
historic impacts;

(5) The Project does not comply with the Secretary of the Interior's Standards for the

Treatment of Historic Properties;
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Historic Preservation Commission
706 Mission Street

May 15, 2013

Page 2 of 11

(6) The EIR does not disclose that the Historic Preservation Commission has permitting

jurisdiction over the Project, nor disclose that a Permit to Alter is a required Project approval;
. (7) The EIR has not properly analyzed how the project conflicts with the San Francisco

Planning Code and will result in significant impacts to historical resources; '

(8) The EIR’s cumulative impact analysis impermissibly compares the Project impacts to the
already degraded setting; ‘

(9) The EIR imposes employs an arbitrary standard of “views within the district” to
determine impacts to historical resources are not significant. ‘

1. Historic Resource Comments Submitted Herewith

Submitted herewith are the following comments previously submitted to the City of San
Francisco by Lippe Gaffney Wagner and by Architectural Historian Katherine Petrin:

. LGW April 2, 2013 letter re Notice of Appeal of Planning Commission Certification of
Final EIR _ : _

. LGW April 10, 2013 letter re Supplement to April 2, 2013 Notice of Appeal of Planning
Commission Certification of Final EIR '

. LGW April 25, 2013 letter re Argument in Support of Appeal of Planning Commission
Certification :

. of Final EIR

. Katherine T. Petrin April 25, 2013 letter re Proposed Alterations to the Aronson Building,
706 Mission Street '

. LGW May 7, 2013 letter re Reply to Planning Department’s April 29, 2013 and May 6,2013

‘ Responses '
. Katherine T. Petrin May 7, 2013 letter re Proposed Alterationsto the Aronson Building, 706

Mission Street
The above comments are incorporated herein in full.

I1. The Planning Department Only Recently Conceded the Historic Preservation Commission’s =
Jurisdiction.

The Planning Department only recently conceded that the Historic Preservation Commission
has jurjsdiction over the tower portion of the project. The Planning Department’s April 29, 2013
Response indicates, for the first time, that the proposed tower is within the Historic Preservation
Commission’s permitting jurisdiction under Article 11. (Pages 7-8.) In contrast, the HPC’s April
3, 2013 Case Report stated that the proposed tower was not part of the Major Permit to Alter nor the
jurisdiction of this Commission.

A. The EIR Failed to Adequately Describe the Project.

Likewise, the EIR does not disclose that the Historic Preservation Commission ‘has
permitting jurisdiction over the Project, nor disclose that a Permit to Alter is a required approval.
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Historic Preservation Commission
706 Mission Street

May 15,2013

Page 3 of 11

(DEIR p. II-72 to-73.) This omission violates CEQA.

A statement describing the intended uses of the EIR and listing the agencies involved with
and the approvals required for project implementation is a “mandatory” part of an EIR’s project
description. (California Oak Found. v. Regents of Univ. of California (2010) 188 Cal. App. 4th 227,
270.) If an agency must make more than one decision on a project, all of its decisions subject to
CEQA should be listed. (CEQA Guideline 15124, subd. (d) (2).)

Further, this omission is prejudicial because by failing to inform the public of this permit tp
alter and HPC’s review authority, the EIR foreclosed the public’s complete understanding of the

proposed project.

L.  The Project Violates Planning Code Article 11

The tower is required, but fails, to meet the requirements of Article 11 in several respects,
including: (1) the Project will increase the height of the Aronson Building by 39 stories, (2) the
tower is not compatible in scale with the Aronson Building, (3) the tower is not compatible in scale
with the New Montgomery-Mission-Second (“NMMS”) Conservation District, and (4) the tower
will substantially degrade the historic character and architectural integrity of the Aronson Building
and the NMMS Conservation District.! '

A. The Project Violates Article 11 Height 'Limitati-oﬁs.

~ Planning Code section 1111.6(c)(6) provides that any additions to height of a Category I
Significant Building, such as the Aronson Building, “shall be limited to one story above the height
of the existing roof.” The Project violates this rule because the proposed tower will increase the
height of the Aronson Building by 39 stories. As a notice to the public which was mounted on the
Aronson Building makes clear (Exhibit 1 attached hereto), the Project Description is “As part of
- the project the existing non-historic 1978 additions...removed to integrate the Aronson building as
part of new 47-story, 550-foot-tall tower with up .. residential units.” The proposed tower will
intrude ‘into the airspace above the Aronson Building. The tower’s attachment to the Aronson
Building results in increasing the height of the Aronson Building by 39 stories.

B. The Project Is Not Compatible with the Scale and Character of'the H1stor1c Aronson
Building.

Section 1111.6(c)(6) also provides that any additions to height of a Category I Significant
Building, such as the Aronson Building, “shall be compatible with the scale and character of the
building.” The Project violates this rule because the tower is not compatible with the scale or’

! The EIR concedes that the Aronson Building is also a contributor to the Aronson Historic District.
As such, the Aronson Building is automatically listed in the California Register and is an historical
resource under CEQA.
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Page 4 of 11

character of the Aronson Building. (See April 25, 2013 and May 7, 2013 Katherine T. Petrin
comments, submitted herewith.) ‘

Further, the Planning Department fails to address the scale or proportion of the Project
addition in its analysis for compliance with Standard 9 of the Secretary of the Interior’s Standards
for the Treatment of Historic Properties for Rehabilitation. Standard 9 states:

" New additions, exterior alterations, or related new construction will not destroy ...spatial
relationships that characterize the property. The new work will be differentiated from the
old and will be compatible with the historic materials, features, size, scale and proportion,
and massing to protect the integrity of the property and its environment.

The incompatibility of the proposed tower portion of the Project is also demonstrated by
reference to the National Park Service’s Preservation Brief 14. New. Exterior Additions to Historic
Buildings: Preservation Concerns which states that:

A new addition should always be subordinate to the historic building; it should not compete
in size, scale or design with the historic building. An addition that bears no relationship to
the proportions and massing of the historic building—in other words, one that overpowers
the historic form and changes the scale— will usually compromise the historic character as
well. The appropriate size for a new addition varies from building to building; it could never
be stated in a square or cubic footage ratio, but the historic building's existing proportions,
site and setting can help set some general parameters for enlargement.

C. The Project Is Not Compatible with the Scale and Design of the New
Montgomery-Mission-Second Street District. ' .

Under Planning Code § 1113(a), “any new or replacement structure or for an additionto any -
existing structure in a Conservation District” must be “compatible- in scale and design with the
District as set forth in Sections 6 and 7 of the Appendix that describes the District.” The Project
violates Planning Code § 1113(a) because the tower is not compatible with the scale, particularly
the predominant height of the district and the predominant height of the buildings that define the
conservation characteristics of the district, as described in sections 6 and 7 of Appendix F.> (See
April 25,2013 and May 7, 2013 Katherine T. Petrin comments, submitted herewith.)

Article 11, Appendix F, Section 6, provides:

2 The EIR’s only reference to the tower’s out-of-scale height is the statement that the tower “would
join other existing comparably scaled modern high-rise towers outside this district edge that now
rise in the background when viewing the districts from within.” (DEIR p. [V.D.56 (emphasis
added).) This supports Objector’s position: the Project tower does not belong in the District
because, due to its outsized scale, it only connects with other high-rise buildings outside the district.
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The exterior architectural features of the New Montgomery-Mission-Second Street
District are as follows: * * *

(b) Scale. More thantwo-thirds of the contributing buildings are three-to-eight story
brick or concrete commercial loft buildings constructed during the five years after
the 1906 Earthquake and Fire. The scale of the District varies from the small
buildings on Howard, Mission, Natoma, and Second Streets, such as the Phoenix
Desk Company Building at 666 Mission Street, the Burdette Building at 90 Second
Street, and the Emerison Flag Company Building at 161 Natoma Street; to
medium-scaled structures on Mission and New Montgomery Streets, such as the
Veronica Building at 647 Mission Street, and the Standard Building at 111 New
Montgomery Street; to large-scale buildings on New Montgomery Street, such as the
Pacific Telephone and Telegraph Building at 140 New Montgomery. On New
Montgomery Street, the large facades are not commonly divided into smaller bays,
establishing a medium scale when combinedwith the five- to eight-story height of the
buildings. Similarly, the use of elaborate ornament on many of the buildings breaks
their large facades into smaller sections and accordingly reduces their scale. Second
Street is characterized by much smaller buildings with more frequent use of vertical
piers whose scale is very intimate for the South of Market area.

(Emphasis added.) Appendix F, Section 7, provides:

(a) Standards. All construction of new buildings and all major alterations, which are
subject to the provisions of Sections 1110, 1111 through 1111.6 and 1113, shall be
compatible with the District in general with respect to the building’s composition and
massing, scale, materials and colors, and detailing and ornamentation, including
those features described in Section 6 of this Appendix. Emphasis shall be placed on
compatibility with those buildings in the area in which the new or altered building
is located. Inthe case of major alterations, only those building characteristics that
are affected by the proposed alteration shall be considered in assessing compatibility.
(Emphasis added.)

Further, the proposed Project violates the Secretary of the Interior's Standards for
Rehabilitation and Illustrated Guidelines for Rehabilitating Historic Buildings, New Additions as
well as Preservation Brief 14 as the 47 story building is not readily “removable.” Preservation Brief
14 discusses “removability” as it is used in the Secretary’s Standards, Standard 10; as follows

“New additions and adjacent or related new construction shall'be' undertaken in such a -
manner that if removed in the future, the essential form and integrity of the historic property
and its environment would be unimpaired.”

As discussed by Ms. Petrin, the tower is not “_removéble” as that term is used in the Secretary’s
standards.

6351



Historic Preservation Commission
706 Mission Street

May 15, 2013

Page 6 of 11

IV. The City Has Not Properly Analyzed How the Project Conflicts With the San Francisco
Planning Code and Will Result in Significant Impacts to Historical Resources.

A. The Project. as Proposed, Will Result in Significant Impacts.

The above described code violations demonstrate significant adverse environmental effects
that the EIR fails to disclose. A substantial adverse change in the significance of an historical
resource is treated as a significant effect on the environment. (CEQA Guidelines, § 15064.5, subd.
(b).) A “substantial adverse change” includes destruction or alteration of -the resource or its
immediate surroundings resulting in the significance of the historical resource being materially
impaired. (CEQA Guideline 15064.5, subd. (b)(1).) The proposed tower will cause these significant
adverse effects. '

Clearly the tower will alter the parcel, and therefore the NMMS District and the Aronson. -
District, by adding a 47 story building to the districts. The tower will also alter the Aronson
Building by attaching a 47 story building to it. Any other corclusions require an unduly narrow
construction of the term “alter.” The CEQA Guidelines should not, and cannot, be interpreted-in
a manner that would categorically prevent the identification of significant impacts by
quasi-legislative fiat. (Communities for a Better Environment v. California Resources Agency

(2002) 103 Cal.App.4th 98.)

: These Planning Code violations are inconsistent with the City’s General Plan (San Francisco
Master Plan) because the Planning Code implements the General Plan. (Planning Code § 101.)
Also, these inconsistencies, especially the incompatible scale of the tower, represent significant
adverse impacts of the Project on the conservation values that Article 11 and the NMMS
Conservation District were enacted to protect. :

B. The EIR Fails to Analyze How the Proiecf Conflicts With the San Francisco
Planning Code..

'The EIR must discuss the Project’s inconsistencies with the General Plan. CEQA Guideline
§ 15125(d). o - '

Further, the Planning Commission’s April 29,2013 report erroneously states that the “issue
[whether the project complies with the requirements of Article 11] is not properly before the Board
 [of Supervisors] on appeal [ofthe EIR certification]. The same staff report also erroneously asserts
that the “EIR’s analysis of impacts on historic architectural resources will inform the HPC in its
deliberations on the Permit to Alter required under Article 11.”

However, the Historic Preservation Commission and the public are hampered in their review
of the proposed Project as the EIR never analyzes conflicts with San Francisco Planning Code
Article 11. (DEIR pp. IV.A.11 - 12.) This despite the EIR adopting a Land Use “threshold of
significance” A-2 (whether the project will “conflict with any applicable land use plan, policy, or
regulation of an agency with jurisdiction over the project”) (DEIR p. IV.A.9) and purporting to
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‘ analyze such impacts under Impact LU-2.

"The EIR is further flawed because it improperly defers such analysis and relies on reports
other than the EIR to comply with CEQA. (See DEIR p. IV.A.12 [“the staff report for the Planning
Commission will contain the Planning Department’s full analysis of the project’s consistency with
General Plan policies and zoning.”]

" The EIR’s premise that “decision-makers will consider potential conflicts between the
- proposed project and applicable plans, policies; and regulations as part of their deliberations” (ibid.)
in the absence of an EIR that analyzes such conflicts, including Article 11, is a fundamental CEQA
flaw that prejudices the decision makers in their deliberations. : '

As an example of the omission of analysis in the EIR, the Permit to Alter Case Report for
* the HRC’s 5/15/13 hearing (at p. 14) for the first time discloses that the Planning Department
believes that the Project’s proposed installation of aluminum windows may be in conflict with #2
of Section 1111.6 of the Planning Code which stipulates, “The integrity of distinctive stylistic
features or examples of skilled craftsmanship that characterize a building shall be preserved.” This
is a minor issue, but is a pertinent example of the type of analysis that was excluded from the EIR.

V. The EIR’s Analysis of Significant Historic Resource Impacts is Flawed. -

A. The Analysis of Cumulative Impacts is Deeply Flawed.

The EIR’s analysis of cumulative historic impacts is deeply flawed and must be revised and
recirculated by the City. In effect, both the EIR and the Project proponents represented by Page &
Turnbull argue that because other buildings are tall, one more tall building categorically can not
have a significant adverse impact. This approach i lgnores the cumulative adverse effect of adding
more tall buildings to the District.?

By definition, cumulative impacts can result from individually minor but collectively
significant projects taking place over a period of time. The relevant question is not how the effect
of the Project compares to the pre-éxisting cumulative effect, but whether any additional amount of
effect should be considered significant in the context of the existing cumulative effect. The greater
the existing environmental problems are, the lower the threshold should be for ‘rreatmg the Project’s
contribution to cumulative impacts as significant.

The EIR’s analysis of Impact CP-7 (significance of nearby historical resources) concludes
~ that “The construction of the new tower next to the Aronson Building would not further harm this
altered context in a manner that would be significant.” (EIR p.IV.D.57.)

? The EIR also violates CEQA by failing to define the geographic scope of its cumulative historic
resource impact analysis and to provide a reasonable explanation for geographic limitations. (CEQA
Guideline 15130, subd. (b)(3).)
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To reach this conclusion, the EIR posits that:

While the visual setting of the Aronson Building would be altered, the juxtaposition of
low-scale historic buildings viewed against a backdrop of contemporary high-rise towers is
already a characteristic of this district. (EIR p. IV.D.56.)

The proposed project would not damage the historic visual setting of St. Patrick’s Church
and the Jessie Street Substation because the historic visual setting of these resources no
longerexists. Today, these buildings are surrounded by contemporary high-rises and plazas.
What survive now are the buildings devoid of their original historic context. (EIR p.

IV.D.57.)

Likewise, Page & Turnbull argue that the proposed tower is “compatible with the scale of
the Conservation District” because of the heights of buildings within the Conservation District.

Their rationale is that:

the proposed tower could be said to be placed info a neighborhood of towers. As shown on
the map of the Conservation District attached as Exhibit A, the Conservation District
includes 7 existing towers of heights up to 484 feet, two of which are located in the
immediate vicinity of the proposed tower. Furthermore, the recently adopted Transit Center .
District Plan contemplates the development of 5 additional towers within the Conservation

District of heights of up to 600 feet in height. (Exhibit A)

(Elissa Skaggs May, 2013 Letter.)

This rationale turns the purpose of Article 11 on its head. The presence of a number of tall -
buildings is not a reason to allow another tall building.* If anything, the presence of other tall
buildings is a reason not to allow another tall building. This flawed approach also fails to provide
a rational basis to approve a Permit to Alter under the San Francisco Planning and Zoning Code.

The approach also violates CEQA. "In Los Angeles Unified School Dist. v. City of Los
Angeles (1997) 58 Cal. App.4th 1019, the court found such a “ratio theory” trivialized the project’s
impacts by impermissibly focusing on individual impacts rather than their collective significance.
(Id. at 1025.) It is impermissible for an EIR to focus on the existing level of development, rather
than the combined effects of the proposed project with past, present and future development.
(Communities for a Better Environment v. California Resources Agency (“CBE”) (2002) 103
Cal.App.4th 98, 119.) This comparative or “de minimis” approach of comparing the incremental
effect of the proposed project against the collective cumulative impact of all relevant projects is
contrary to CEQA section 21083, contrary to the definition of cumulative impacts at CEQA

*The Page & Turnball reference to 7 towers within the Conservation District distorts the facts. No
tall building within the District has been approved since Article 11 was adopted. Article 11
recognizes that the vast majority of the tall buildings are only three to eight stories in height.

6354



Historic Preservation Commission
706 Mission Street

May 15,2013

Page 9 of 11

Guideline 153535, and contravenes CEQA case law.

Again, the relevant CEQA issue is not whether the proposed Project is minor compared to
- the damage that has already been done, but whether any additional adverse impact attributable to
the Project should be considered significant given the nature of the existing historic resources lost.
(Los Angeles Unified, supra, 58 Cal.App.4th at1025; Kings County Farm Bureau v. City of Hanford
(1990) 221 Cal.App.3d 692, 718.) This EIR employed an impermissible cumulative impact
approach and this error prevented informed decision making.

B. °  TheEIR Employs an Arbitrary Standard of “Views Within the District” Which Does
Not Correspond to its Stated Thresholds of Significance or to CEQA Guideline
15064.5. ' . ’

To rationalize its conclusion that there would be significant impacts to historic resources the -
EIR states that the “proposed project would not block any views of the Aronson Building as seen
from within these two [Aronson Historic District & NMMS] historic districts.” (DEIR p. IV.D.56,
emphasis added.) '

The constrained“view from within” does not appear in-CEQA Guideline 15064.5 nor in the
EIR’s thresholds for determining historical impact significance (DEIR p. IV.D.21), and thus is
improperly used to assess and disregard the proposed Project’s impacts.

In contrast, the Appendices to the EIR include a KnappVerplank report which reveals that
that “The proposed tower will ...obstruct some views of the Jessie Street Substation from Mission
Street,” and “The proposed tower would partially obscure views of the Aronson Building from both
the Jessie Street Substation and St. Patrick’s Church and Rectory.” The EIR itself does not disclose
these impacts, nor consider these lost views in determining the significance of the Project’s impacts.

Also, the EIR fails to disclose that the Séptember 2012 amendments to Article 11 of the
Planning Code expands the NMMS Conservation District by adding the Aronson Building parcel .
to the District and listing the Aronson Building as a Category I (Significant) Building.

VL Recirculation of the EIR is Required Because of the EIR’s Flaws in Analyzing Historic

Resource Impacts.

An agency is “required” to recirculate an EIR when significant new information is added to
the EIR after public notice is given of the availability of the draft EIR for public review.... New
information added to an EIR is...“significant” [if]...the EIR is changed in a way that deprives the
public of a meaningful opportunity to comment upon a substantial adverse environmental effect of
the project or a feasible way to mitigate or avoid such an effect.... “Significant new information”
requiring recirculation includes, for example, a disclosure showing that...the draft EIR was so
fundamentally and basically inadequate and conclusory in nature that meaningful public review and
comment were precluded.. (CEQA Guideline 15088.5(a)(4), emphasis added.) '
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A Final EIR, and certainly a commission case report, can not correct deficiencies in a Draft
EIR because such analysis has never been subjected to public review and criticism. To allow
deficient analysis in a Draft EIR to be bolstered by a document that was never circulated for public
comment would subvert the important public purposes of CEQA. (See Mountain Lion Coalition v.
Fish & Game Commission (1989) 214 Cal.App.3d 1043, 1052-53.) ' :

Here, as demonstrated above, the Project Draft EIR was fundamentally flawed. The propef
procedure is for a revised EIR to be circulated to the public for further comment and agency
response, prior to EIR certification or this Commission’s issuance of any permit.

VIII. The Findings Regarding Alternatives Reiected Are Flawed.

The HPC’s Case Report only made the draft Motion with attached CEQA Findings and
Mitigation Monitoring and Reporting Program available to the public last Friday, May 10, 2013.
Because of this late disclosure, the public has been hampered in its review and response to the
findings and statements therein. The Revised HPC Case Report reveals for the first time that:

The Project Sponsor engaged Economic & Planning Systems, Inc. to prepare an economic
analysis of the financial feasibility of the project alternatives described in the EIR. (Report
on the Financial Feasibility of 706 Mission Street: The Mexican Museum and Residential
Tower Project and Alternatives, dated May 2013 (the “EPS Report”). The Successor Agency
retained an independent economic consultant Keyser Marston Associates, Inc., to peer
review the EPS Report and Keyser Marston Associates prepared the “Peer Review of
Financial Feasibility Report for 706 Mission Street” (“Peer Review”). The Peer Review,
independently reviewed and evaluated by the Successor Agency, COncurs with the results of
the EPS Report. Planning Department staff and the Commission have independently
reviewed and concur with the results of the EPS Report and the Peer Review

(Reviéed HPC Case Report, p. 61.) Nefther the May 2013 EPS Report nor the peer review have
been available to the public. : :

The City’s Findings make a number of statements ‘regarding the financial feasibility of
alternatives. For example, the Findings state that

In addition, according to the EPS Report, the Reduced Shadow Alternative is not financially
feasible because project costs plus developertargeted return would exceed project revenues
under this alternative. The Reduced Shadow Alternative is not financially feasible with or
without the purchase of TDRs. In this Alternative, the height of the tower is reduced from
520 feet in the Proposed Project to 351 feet, which reduces the number of residential units
to 162 under the Office Flex Option and 186 under the Residential Flex Option and reduces
potential revenue from residential sales. There are fewer units to generate revenue, and the-
number of upper floors of the Project, which command substantial price premiums due to
views, are not available under the Reduced Shadow Alternative. Atthe same time, per square
foot development costs are higher under the Reduced Shadow Alternative relative to the
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Proposed Project due to a decrease in construction cost efficiency. Within certain
_construction type thresholds, the taller the structure, the lower the cost per square foot due
to cost-spreading efficiencies. The combination of these factors results in an alternative that
is not financially feasible.
(Revised 5/15 Case Report, p. 72)

However, the case law under CEQA. is clear that the “fact that an alternative may be more
expensive or less profitable is not sufficient to show that the alternative is financially infeasible.
What is required is evidence that the additional costs or lost profitability are sufficiently severe as
to render it impractical to proceed with the project.” (Uphold Our Heritage v. Town of Woodside
(2007) 147 Cal. App. 4th 587, 599 quoting Citizens of Goleta Valley v. Board of Supervisors (1988)
197 Cal. App.3d 1167, 1181 [emphasis in Uphold.] “Accordingly, the question is not whether [the
Project sponsor] can afford the proposed alternative, but whether the marginal costs of the
alternative as compared to the cost of the proposed project are so great that a reasonably prudent
property owner would not proceed with the [proposed project].” (Uphold Our Heritage, supra, 147
Cal. App. 4th at 600 citing San Franciscans Upholding the Downtown Plan v. City and County of
San Francisco (2002) 102 Cal.App.4th 656, 694 [applying prudent person standard to determme _
economic feasibility of proposed alternatives].) :

The City has failed to meet these CEQA standards by proving evidence that the additional
costs or lost profitability are sufficiently severe as to render it impractical to proceed. Instead, the
Findings only assert that the Reduced Shadow Alternative “reduces potential revenue from
residential sales.” This isnot enough. Nor do the Findings address whether the costs are so great
that a reasonably prudent property owner would not proceed with the Reduced Shadow Altemative.

" Thank you for your attention to this matter.

Sincerely, -
e «,ff w’f

,{_V;fﬁsm ng,f: ;? wf,z".
Brian Ga.fﬁleg;” —’

Lippe Gaffney Wagner

‘C:\Users\Brian\Desktop\LGW\706 Mission\LGW 012e 051513 HPC SENT.wpd
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April 25,2013

Board President David Chiu and Members of the Board of Supervisors
c/o Ms. Angela Calvillo

Clerk of the Board of Supervisors

City of San Francisco '

1 Dr. Carlton B. Goodlett Place

" San Francisco, CA 94102-4689

. Re: Argument in Support of Appeal of Planning Commission Certification of Final EIR
for the 706 Mission Street - Residential Tower and Mexican Museum Project (Case No.
2008.1084E; SCH # 2011042035)

@ Impacts on Historic Resources

Dear President Chiu and Supervisorsf

This office represents appellants 765 Market Street Residential Owner’s Association
(“ROA”); Friends of YerbaBuena (“FYB”), Paul Sedway, Ron Wornick, Matthew Schoenberg, Joe
Fang, and Margaret Collins (collectively “Appellants”) regarding the 706 Mission Street -
Residential Tower and Mexican Museum Project (“the Project”). Iam writing to provide additional
argument in support of appellants’ grounds for appeal relating to impacts on Historic Resources.

1. Summary

The EIR ignores the fact that the entire Project, including the tower portion, is within the
Historic Preservation Commission’s (“HPC”) permitting jurisdiction. The EIR also fails to (1)
disclose the protected status of the Aronson Building and the Conservation District in which it is
located, (2) discuss the inconsistencies with the General Plan and Planning Code that are discussed
in this letter as required by CEQA; and (3) assess or identify the degradation of the historic character :
of the Aronson Building and the Conservation District as significant impacts of the Project.

The Aronson Building is a Category I Significant Building and the Aronson Building parcel
is within the New Montgomery-Mission-Second Conservation (“NMMS”) District. The Project will
demolish part of the Aronson building and construct the tower where the part to be demolished is
located. The tower will be physically attached to and programmatically integrated with the Aronson
building.! Because the Project involves “construction, alteration, removal or demolition of a
structure . . . or any new or replacement construction for which a permit is required pursuant to the
Building Code, on any designated Significant or Contributory Building or any building in a

! Exhibit 2 [HPC Case Report], p. 1; Exhibit 3, [Article 11] § 3, Map; Exhibit 4
Ordinance 182-12], p. 196, Map.
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Conservation District” (Plannmg Code § 1111(a)), the developer must obtain permits from the HPC
for the entire Project.”

The tower is required, but fails, to meet the requirements of Planning Code Article 11 in
several respects, including: the tower is not compatible in scale with the Aronson Building or the
Conservation District in which it is located, and the tower will substantially degrade the historic
character and architectural integrity of the Aronson Building and the Conservation District.?

2. The EIR and the HPC Case Report mcorrecﬂy assume that Plannmg Code Article 11
does not apply to the tower portion of the Project. .

The EIR, without addressing the issue, and the HPC Case Report dated April 3, 2013
(attached hereto as Exhibit 2), without analyzing the issue, assume that the HPC does not have
permitting jurisdiction over the tower. The HPC Case Report states:

The proposed Major Permit to Alter will require Building Permit(s) for the proposed
removal of the two non-historic 1978 additions as well as the fire escapes and.
landings, -and the existing mechanical penthouse on the roof. In addition Building
Permit(s) will be required for the proposed rehabilitation of the Aronson Building
and the new addition features including new solarium on the roof, ground floor
storefronts, and new window openings along the north facade.  In addition to the
above-mentioned building permits, other parts of the proposed project not within the
_]LII'ISdlC-.lOIl of this Commission, including the new tower, will require dxscretxonary
approvals . .

This passage artificially separates the Project into several components in a way that ignores
.the obv10us As noted above, the PI‘O_] ect involves demolition of part of a listed significant building

?Under Charter § 4.135, the HPC has “the authority to approve, disapprove, or modify
applications for permits to alter or demolish designated Significant or Contributory buildings or
buildings within Conservation Districts.” Under Planning Code § 1111(a), “No person shall
carry out . . . any construction, alteration, removal or demolition of a structure . . . or any new or
replacement construction for which a permit is required pursuant to the Building Code, on any
designated Significant or Contributory Building or any building in a Conservation District unless
a permit for such work has been approved pursuant to the provisions of this Article 11.” Under
Planning Code § 1111(b), “The HPC shall approve, disapprove, or modify all applications for
permits to alter or demolish any Significant or Contributory Buildings or buildings within
Conservation Districts, and permlts for any new and replacement construction within
Conservation Districts.”

3 See Exhibit 1 [Letter dated April 25, 2013 from Katherine T. Petrin, Architectural
Historian and Preservation Planner].
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and alteration of the Aronson Building by attaching the tower to and programmatically integrating
the tower with the Aronson Building.* In addition, the tower is new construction located on the
Aronson parcel, in the Conservation District. These facts are clearly visible in the attachments to
the HPC Case Report attached hereto as Exhibits 6 and 7. Therefore, under Planning Code § 1111
the developer must obtain the HPC’s approval of the tower by way of a permit to alter the Aronson
Building or a permit for new construction of the tower in the NMMS District. Further, the Project

must comply with the substantive standards of Planning Code Article 11. Also, the Downtown Area
Plan of the City’s General Plan provides that “The addition [to a Significant Category I or II
building] or new building [in a Conservation District] would be required to meet the guidelines for
new construction in conservation districts.™

In addition to the fact that the western portion of the Aronson Building will be demolished
and the tower will be builtin its place, the tower and Aronson Building will have “New exterior and
interior connections . . . for programmatic and structural requirements” such that they will be
“laterally connected . . . at all floorand roof levels” and will “move together during a seismic event”

and “will not be structurally isolated.”

Also, “The existing tower volume will cantilever approximately 7' over the existing Aronson
Building starting at the 12th floor and be setback approximately 15' from the south facade of the
Aronson Building.”” Even ifthe tower did not intrude into the airspace above the Aronson Building,
its attachment to the Aronson Building results in increasing the height of the Aronson Building by
39 stories. But the plan to cantilever part of the tower over the top of the Aronson Building shows
that raising the height of the Aronson Building by 39 stories is not just the result of this design, it

is the developer’s specific intent. ‘

In addition: “Museum interior space will span across both new and existing buildings at the
2nd and 3rd floors, with ground floor entry within the new tower base. Museum interior space may
also include all or a portion of the 1st floor Aronson Building, and/or portion of 4th floor tower for
exterior terrace access and mechanical spaces.” :

4 <A part of the project the two existing non-historic 1978 additions will be removed and
the Aronson Building will be integrated as part of a new 47-story, 550°-tall tower with up to 215
residential units and a portion of the Mexican Museum. The new tower will be adjacent to and
physically connected to the existing Aronson Building.” (Exhibit 2, p. 2 (emphasis added).)

5 Exhibit 5 [Downtown Area Plan], p. I1.1-24.
¢ Bxhibit 2, pp. 16-17. |
7 Exhibit 2, p. 16.

8 Exhibit 6 (Major Permit to Alter, Appendix 1], p. 29.

6360



Board President David Chiu and Members of the Board of Supervisors
706 Mission Street - EIR Appeal

Impacts on Historic Resources

" April 25,2013

Page 4 of 10

The tower is new construction partially located on the Aronson Building parcel, and,
therefore, within the Conservation District. The parcel on which the Aronson building is located
within the NMMS District. At least part of the tower will be situated on that parcel.

The September 2012 amendments to Article 11 ofthe Planning Code expanding the NMMS
Conservation District added the Aronson Building parcel to the District.” The Case Report indicates
that the non-historic addition to the Aronson Building on its west facade will be removed. The
Aerial Map shows the parcel boundaries surrounding the entire Aronson Building," including the
non-historic addition that will be demolished. This portion of the building is also clearly visible on
the Bird’s Eye View Photo,"" and the Vlcmlty Photograph.?

Both the location of the tower on the parcel and the extent of the Project alterations to the
Aronson Building can be‘seen in Exhibit 6. Thus, the tower will be located adjacent to the Aronson
Building on its new west facade, occupying the same area on parcel 93 currently occupied by the
non-historic addition that will be demolished. This fact also subjects the tower to the permitting
requirements of Article 11.

3. The Project violates several requirements of Planning Code, Article 11

Planning Code § 1111.6(c)(6), provides that any additions to height of a Category I
Significant Building such as the Aronson Building, “shall be limited to one story above the height
of the existing roof.” The Project-violates th1s rule because the tower will increase the height ofthe
Aronson Building by 39 storles :

Section 1111.6(c)(6) also provides that any additions to height of a Category I Significant
Building such as the Aronson Building, “shall be compatible with the scale and character of the
building.” The Project violates thls rule because the tower is not compatible with the scale or
~ character of the Aronson Bulldmg :

-Under Planning Code § 11 13(a), “any new or replacement structure or for an addition to any
existing structure in a Conservation District” must be “compatible in scale and design with the
District as set forth in Sections 6 and 7 of the Appendix that describes the District.” The Project
violates Planning Code § 1113(a) because the tower is not compatible with the scale, particularly

*Exhibit 3; Exhibit 4.

""Exhibit 7 [Excerpt from HPC Case Report], Aerial Map.
"'Exhibit 7, Birds’s Bye View Photo. -

"Exhibit 6, Vicinity Photograph.

BSee Exhibit 1.
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the predominant height of the district and the predominant height of the buildings that define the
conservation characteristics of the district, as described in sections 6 and 7 of Appendix F."*

Article 11, Appendix F, Section 6, provides:

The exterior architectural features of the New Montgomery-Mission-3 econd Street
District are as follows: * * *
(b) Scale. More than two-thirds of the contributing buildings are three-to-eight story ’
brick or concrete commercial loft buildings constructed during the five years after
- the 1906 Earthquake and Fire. The scale of the District varies from the small
buildings on Howard, Mission, Natoma, and Second Streets, such as the Phoenix
Desk Company Building at 666 Mission Street, the Burdette Building at 90 Second
Street, and the Emerison Flag Company Building at 161 Natoma Street; to
medium-scaled structures on Mission and New Montgomery Streets, such as the
Veronica Building at 647 Mission Street, and the Standard Building at 111 New
Montgomery Street; to large-scale buildings on New Montgomery Street, such as the
Pacific Telephone and Telegraph Building at 140 New Montgomery. On New
Montgomery Street, the large facades are not commonly divided into smaller bays,
establishing amedium scale when combined with the five-to el chi-story height of the
buildings. Similarly, the use of elaborate ornament on many of the buildings breaks
their large facades into smaller sections and accordingly reduces their scale. Second
Street is characterized by much smaller buildings with more frequent use of vertical
piers whose scale is very intimate for the South of Market area.

(Emphasis added.) Appendix F, Section .7., provides:

(a) Standards. All construction of new buildings and all major alterations, which are
subject to the provisions of Sections 1110, 1111 through 1111.6 and 1113, shall be
compatible with the District in general with respect to the building’s composition and
massing, scale, materials and colors, and detailing and ornamentation, including
those features described in Section 6 of this Appendix. Emphasis shall be placed on
compatibility with those buildings in the area in which the new or altered building
- is located. In the case of major alterations, only those building characteristics that
are affected by the proposed alteration shall be considered in assessing compatibility.

(Emphasis added.)
The permit application attached to the HPC Case Report states:

Circulation within the new tower would be linked to the Aronson Building at floor
levels of the Aronson Building where floor alignments with floors of the proposed

'* Exhibit 1.
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tower permit. However, the tower would be structurally independent of the Aronson
Building with respect to gravity loads and thereby removable, in accordance with the
Secretary’s Standards. In addition, the tower is designed to read as an entirely
separate building, a key requirement for related new construction to historic
resources in dense urban locations as discussed in Preservation Brief 14: “New
Exterior Additions to Historic Buildings: Preservation Concerns.” The new tower
therefore is consistent with Rehabilitation Standard 10 and Preservation Brief 14
guidelines regarding urban infill, which suggest that “Treating the addition as a
separate or infill building may be the best approach when designing an addition that
will have the least impact on the historic building and the district.” **

~ There are several striking feature of this pdssage. First, the casually expressed notion that
a 47 story building is “removable” is absurd on its face. Preservation Brief 14 discusses
“removability” as it is used in the Secretary’s Standards, Standard 10, as follows

Standards for Rehabilitation. Standards 9 and 10 apply specifically to new additions:
(9) “New additions, exterior alterations, or related new construction shall not destroy
historic materials that characterize the property. The new work shall be differentiated
from the old and shall be compatible with the massing, size, scale, and architectural’
features to protect the historic integrity of the property and its environment.”

(10) “New additions and adjacent or related new construction shall be undertaken in
such a manner that if removed in-the future, the essential form and integrity of the
historic property and its environment would be unimpaired.” '°

As discussed by Ms. Petrin in Exhibit 1, the tower is not “removable” as that term is used in the
Secretary’s standards.

The permit application also states:

Preservation Brief 14 recommends that new infill construction should be compatible
with the surrounding context in terms of scale, setback, and facade rhythm. Though
the heights of the two buildings (Aronson Building and new tower) are significantly
different, the proposed location and articulation of the tower as a related but visually
separate building from the Aronson Building maintains a context that is similar to
the varying heights of buildings in the surrounding area.” '

~ Again, the casually expressed notion that a 47 story building is compatible in scale to the 8

15 Exhibit 8 [Major Permit to Alter Application Attachment], pp. 10-11.
16 Exhibit 9 [Preservation Brief 14], p.2 (emphasis added).

17 Exhibit 9 [Major Permit to Alter Application Attachment] pp. 10-11.
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story Aronson Building or to the general height scale (i.e., three to eight stories) ofthe Conservation
District is also absurd on its face. ‘

Stepping back, the fact that the Permit Application attempts to justify the scale and
“removability” of the tower demonstrates that in order for these issues to be relevant to the permit
application, they must be within the HPC’s “jurisdiction.” Indeed, the application goes to some
length to argue that the tower complies with the Secretary’s Rehabilitation Standards 9 and 10, as
discussed in Preservation Brief 14. Again, this discussion s only relevant if the HPC is going to
pass judgment on these issues in the context of issuing a permit.

4. The EIR Violates CEQA Regarding the Project’s Impacts on the Conservation District
and Aronson Building.

The above described code violations demonstrate the Project’s significant adverse
environmental effects that the EIR fails to disclose. A substantial adverse change in the significance
of an historical resource is treated as a significant effect on the environment. (CEQA Guidelines,
§ 15064.5, subd. (b).) A “substantial adverse change” includes demolition, destruction, relocation,
or alteration of the resource or its immediate surroundings resulting in the significance of the
rescurce being materially impaired. (CEQA Guidelines, § 15064.5, subd. (b)(1) .) Here, the tower -
will cause these significant adverse effects. :

The EIR should have discussed the above-described violations of the Planning Code in two
contexts. First, these Planning Code violations are inconsistent with the City’s General Plan (San
Francisco Master Plan) because the Planning Code implements the Gerieral Plan. (Planning Code
§ 101.) The EIR should discuss the Project’s inconsistencies with the General plan as required by

CEQA Guideline § 15125(d).

Second, these inconsistencies, especially the incompatible scale of the tower, represent
significant adverse impacts of the Project on the conservation values that Article 11 and the NMMS

Conservation District were enacted to protect.

Also, the EIR fails to disclose that the September 2012 amendments to Article 11 of the:
Planning Code expands the NMMS Conservation District by adding the Aronson Building parcel
to the District and listing the Aronson Building as a Category I (Significant) Building.

The Historic Resources Evaluation Report (“HRER™), on ‘which the DEIR based its
assessment of the Project’s impacts on cultural,and historic resources, is dated November 3, 2011.
(DEIR, Appendix D.) The DEIR was issued on June 27, 2012. As the following excerpts from the
EIR show, it asserts that the New Montgomery-Second Conservation District is bounded by 2nd and

3rd Streets, thus excluding the Aronson Building.

The Aronson Building is assigned a National Register Status Code of 2S1, meaning
that the building was determined eligible for individual listing in the National
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Register of Historic Places as well as being a contributor to the eligible Aronson
‘Historic District by the Keeper of the National Register of Historic Places. As such,
the Aronson Building is automatically listed in the California Register and is an
historical resource under CEQA. :

(DEIR p. [V.D-43.)

Article 11 of the San Francisco Planning Code.

The Downtown Area Plan is an element of the San Francisco General Plan. It
contains a set of objectives and policies guiding decisions affecting the City’s
downtown, in particular providing for the identification and preservation of
designated Significant and Contributory buildings and Conservation Districts in the
City’s C-3 districts. The Aronson Building is not designated under Article 11 ofthe
Planning Code, but such a deagnahon is currently under consideration, as discussed
below. :

(DEIR p. IV.D-44))

If adopted as an amendment to Article 11, the proposed Category [ designation ofthe
Aronson Building and the proposed New Montgomery-Mission-Second Street v
Conservation District would qualify the Aronson Building as an “historical resource”
under CEQA. However, the building’s existing inclusion in other local, State, and
Federal historic resource surveys and registers is determinative of its status as an
“historical resource” under CEQA.

(DEIR p. IV.D-45.)

The proposed tower would be 47 stories and 550 feet tall (520 feet to the roof of the
highest occupied. floor plus a 30-foot-tall elevator/mechanical- penthouse). The
* proposed tower design would be contemporary in visual character and would be clad
in glass, masonry, and metal. The east facade of tower volume would cantilever
approximately seven feet over the western end of the Aronson Building.

(DEIR p. IV.D-51.)

The EIR’s Response to Comments issued on March 7, 2013 does not update or correct these
outdated and false assertions, stating: '

Onp.IV.D.51, the second paragraph under the heading “Proposed Tower” is revised
as follows:

The tower would be bu11t adjacent to the Aronson Building’s west party wall
following demolition of the 1978 west annex. The Aronson Building would be either

ard-would-be connected to the tower AronsonButlding with a structural seismic
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joint, or seismically tied into the tower at floor and roof levels without the use of a
seismic joint. If a seismic joint is used, an air space would exist between the tower
and the Aronson Building as required for structural movement, and the seismic joint
would span the two structures. In either case, tFhe tower and the Aronson Building
would be have independent structural gravity systems. The towermay provide lateral -

sum)ort to the Aronson Bu11d1ng stroctur auy scpat atc, with air &t Spacc F3v s between
asrequired-forstructurat movement. New connections between the tower and the

existing Aronson Building would be established for programmatic and structural
requirements, while still maintaining a visual separation between the buildings.

(RTC IV -14,15.)

- The HPC Case Report is dated April 3,2013 - one month after the‘Response to Comments .
was issued. It states: :

“The project site is Jocated at 706 Mission Street in Assessor’s Block 3706, Lot 093
at the intersection of Market and Third Streets. Historically known as the Aronson
Building, the subject property is a Category I (Significant) Building located within
the New Montgomery-Mission-Second Conservation (NMMS) District and the
C-3-R (Downtown Retail) Zoning District with a 400-I Height and Bulk limit.”"®

An amendment to Article 11, Appendix F, was adopted by Ordinance 182-12 on August 8,
2012, and became effective on September 7, 2012, to include in the District and list the Aronson
" bldg as Category 1. This was only two months after the DEIR was issued.
The Response to Comments should have corrected and updated the DEIR, but did not.
Thank you for your attention to this matter. |
Very Truly Yours,

Thomas N. Lippe

List of Exhibits

18 Exhibit 2, p. 1.

' 1"’_Exhibit 4.
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1.

- Letter Report dated April 25, 2013 from Katherine T. Petrin, Architectural Historian and
Preservation Planner.

HPC Case Report (pages- 1-20).

Article’ 11, Appendix F, § 3, Map.

Excerpt from Ordinance 182-12 (pages _1-'4,' 184-201, 208-209).
Downtown Area Plan | |

Excerpts from Append1x 1 of Major Permit to Alter (pages 5, 29, 39-61), attached to HPC
Case Report.

Excerpt from HPC Case Report, including Assessor’s Parcel Map for Block 3706, Parcel
093; Sanborn Map; Aerial Map, Birds’s Eye View Photo.

Major Permit to Alter Application Attachment. |

Preservation Brief 14.

WL gw-server\th\706 Mission\Administrative Proceedings\LGW Docs\LGW 008i 042913 BOS Appeal Briefre HP.wpd
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25 April 2013

Thomas N. Lippe

Lippe Gaffney Wagner LLP

329 Bryant Street, Suite 3D

~ San Francisco, California 94107

Re: F‘roposed‘Alterations to the Aronson Building, 706 Mission Street

Mr. Lippe: '

| have been retained by the firm Lippe Gaffney Wagner LLP to provide professional consulting
services as an Architectural Historian with regard to the proposed project at the Aronson
Building, 706 Mission Street.

The Aronsen Burldmg (APN 3706-093) is located-on a 147’ x 105’ rectangular lot at the
northwest corner of Mission and Third Streets, in the South of Market neighborhood of 5an
Francisca, California. Built in 1903, the 10-story Aronson Building, a Category I (Significant)
Building, is a qualified historic resource and, in the past, has been determined individually
eligible for listing in both the National Register of Historic Places and the California Register of
Historic Resources. Architecturallysignificant, the Aronson Building has beerirecognized as San
Francisco’s finest example of the Chicago School style: It is a contributing resource to the
Aronson Historic District, now part of the New Montgomery-Mission-Second Conservation
District. As such, the provisions of Article 11 of the San Francisco Planning Code apply:

This opinion addresses three main points:
= the question of architectural compatibility between the Aronson Building and the .
proposed tower; : o '
~» the question of the architectural compatibility between the proposed tower and
surrounding districts; and,
» theissue of future reversibility of the proposed alterations to the Aronson Building.

Project Description ’

‘The proposed rehabilitation of the historic 10- story Aronson Bunldmg, a Category I (Significant)
Building, would be comprehensive, involving a range of alterations primarily, interior and
exterior work, a seismic upgrade, and the demolition of incompatible 3- and 10-story additions
on the secondary facades to accommodate construction of a 47-story tower addition to the
historic building. The proposed tower would measure apprommately 550 feet in height with an

additional two floors below grade.
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The new tower would abut and connect to the west fégade of the Aronsen Building with new
openings proposed along the west fagade for circulation between the two structures, as well as
seismic, structural, mechanical, electrical and plumbing improvements. A portion of the

. footprint of the new tower would occupy the present site of the two existing non-historic 1978
.additi‘on's; that portion falls within the New Montgomery—Mission-Second Conservation District.

Compatibility of the Proposed Tower with the Aronson Building

In this case, the matter of the compatibility of a 47-story tower alteration to a 10-story building
revolves primarily around the question of scale. The Major Permit to Alter Case Report includes
an analysis of the proposed project for consistency with The Secretary of the Interior’s Standards
for the Treatment of Historic Properties for Rehabilitation. standard 9 involves the compatibility

of new additions. Standard 9 states:

New additions, exterior alterations, or related new construction will not destroy historic
materials, features, and spatial relationships that characterize the property. The new
work will be differentiated from-the old and will be compatible with the historic
materials, features, size, scale and proportion, and massing to protect the integrity of
the property and its environment.

The Plannir{g Department analysis for Standard 9 with regard to the proposed project addresses
_ the compatibility of the architectural exgression, but not the scale or proportion of the addition.

It reads:

All new work will be clearly differentiated from the old yet be compatible with the
historic materials, features,size, proportion, and massing. Specifically the proposed
storefronts, new canopies, new windows on the north fagade, solarium on the roof top
will be clearly differentiated through the use of contemporary detailing and materials. In
addition, the tower will be differentiated in its modern, contemporary design

vocabulary.

Analysis in the Major Permit to Alter Case Report focuses on the differentiation of the proposed
tower and the historic building. It states that the proposed design of the project tower will be
contemporary in architectural vocabulary, will cantilever over the Aronson Building, and will not
include overt historic references. This approach visually distinguishes the proposed tower from
the existing Aronson Building, allowing the proposed tower to appear as a new building adjacent
to the historic Aronson Building rather than as an addition.

The National Park Service publication Preservation Brief 14: New Exterior Additions to Historic
Buildings: Preservation Concerns addresses the issue of compatibility and retaining historic
character when designing compatible new additions. Particularly relevantto the proposed .
project at 706 Mission Street is this paragraph, which states: ’

Katherine T. Petrin : 2
» Architectural Historian & Preservation Planner :
1736 Stockton Street, Suite 4, 3" Floor, San Francisco, California 94133
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A new addition should always be subordinate to the historic building; it should not
compete in size, scale or desigh with the historic building. An addition that bears no
relationship to the proportions and massing of the historic building—in other words,
one that overpowers the historic form and changes the scale— will usually compromise
the historic character as well. The appropriate size for a new addition varies from
building to building; it could never be stated in a square or cubic footage ratio, but the
historic building's existing proportions, site and setting can help set some general
parameters for enlargement. ' '

. The Secretary of the Interior's Standards for Rehabilitation and lllustrated Guidelines for
Rehabilitating Historic Buildings, New Additions specifically recommends against, “Designinga -
new addition so that its size and scale in relation to the historic building are out of proportion,

‘thus diminishing the historic character.”

While the proposed alteration to the Aronson Building (the tower) has been designed to be

_ completely different in architectural expression, character, and height, the transition in height
between the 10-story Aronson Biilding and the 47-story proposed fower is stark and bears no
relationship to the proportions and massing of the Aronson Building. With regard to the
compatibility between the proposed tower and the historic building, the proposed project does
not, in my opinion, meet Standard 9 of The Secretary of the Interior’s Standards for '
Rehabilitation or the standards set forth in Planning Code Section 1111.6(c)(6).

Compatlbll"ty of the Proposed Tower with Surroundlng Districts

Compatibility within the New Montgomery-Mission-Second Conservation District

The New Montgomery-Mission-Second Street area is a subarea within the C-3 District. It
possesses concentrations of buildings that together create a subarea of architectural and
environmental quality. As stated in Article 11, Appendix F, Section 5: :

The core of the New Montgomery-Mission-Second Street Conservation District is a
product of the post-1906 reconstruction of downtown San Francisco. Rebuilt between
1906 and 1933 this district represents a collection of masonry commercial loft buildings
that exhibit a high level of historic architectural integrity and create a cohesive district of
two-to-eight story masonry buildings of similar scale, massing, setback, materials,
fenestration pattern, style, and architectural detailing.... The-intersection of 3rd and
Mission evolved into the most important intersections in the survey area, bracketed on
three corners by important early skyscrapers, including the rebuilt Aronson Building on
the northwest corner, the Williams Buildings on the southeast corner, and the Gunst
Building (demolished) on the southwest corner.

The Aronson Building is consistent with the architectural character of the New Montgomery-
Mission-Second Street Conservation District in terms of style and materials. Like the Aronson
Building, most of the contributing buildings are designed in the American Commercial Style and
feature facades divided into a tripartite arrangement consisting of a base, shaft, and capital.

Katherine T. Petrin ‘ .3
Architectural Historian & Preservation Planner
1736 Stockton Street, Suite 4, 3" Floor, San Francisco, California 94133
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The Aronson Building’s primary materials of brick, stone, tetra cotta and ornamental details are
consistent with District’s established patterns. '

Article 11 Appendix F Section 7 deals with guidelines for review of new construction and certain
alterations. It states that such work, “shall be compatible with the District in general with
respect-to the building's composition and massing, scale, materials and colors, and detailing and
ornamentation...”. Section 7 further states that new construction should maintaiﬁ the
character of surrounding buildings by relating to their prevailing height, mass, proportions,

rhythm and composition.

As stated above, the proposed alteration to the Aronson Building {the tower) has been designed
to be completely different in architectural expression, character, and massing from the
prevailing architectural character of the New Montgomery—Miééion—Second Street Conservation
District. The new construction bears no relationship to the architectural character of the New
Montgomery-Mission-Second Street Conservation District, in terms of height and scale, and
does not meet the standards set forth in Planning Code Section 1113.6(a).

Relationship with Jessie Square )
The 1966 Yerba Buena Center Redevelopment Plan designated the block on the north side of

Mission Street between Third and Fourth Streets as Central Block 1 and envisioned it as the
northward extension of the open space at Yerba Buena Gardens, a 6-acre urban park within
Central Block 2 on the south side of Mission street. Another objective of the Plan called for the
visual enhancement of St. Patrick’s Church through the creation of a public plaza (now Jessie
Square) and pedestrian access to Market Street (now Yerba Buena Lane). In 2003, a surface
parking lot was transformed to create Jessie Square, the one-acre plaza fronted by two
designated local landmarks, St. patrick’s Church (on the west) and the Jessie Street Substation
{now the Contemporary Jewish Museum on the north). The construction of Jessie Square

marked the completion of the Plan.

Central Blocks 1 and 2 of the Yerba Buena Center Redevelopment Plan comprise the core of the
Plan, introducing a mid-block, park-like setting and relief from the urban environment.
informed by the scale of the church and the Jessie Street Substation, the plaza was conceived as
a space that would be defined by the architectural dialogue between jow-scale buildings and
open space. To introduce a new element on the east side of the plaza, a 550 foot tower would
result in an abrupt transition that is not compatible with the surrounding scale, architectural

massing and overall composition of Jessie Square.

Importance of the Role of the Aronson Building as a Transitional Height Element
Historically, the intersection of Third and Mission Streets has been one of the most important
intersections, with three of its four corners occupied by important early skyscrapers, the
Aronsoh Building on the northwest corner, the Williams Buildings on the southeast corner, and
the Gunst Building (now demolished) on the <outhwest corner. Located at the northwest corner
of Third and Mission Streets, the Aronson Building still plays an important role at this critical
intersection and in terms of transition in scale between the east and west sides of Third Street.

Katherine T. Petrin 4
Architectural Historian & Preservation Planner
1736 Stockton Street, Suite 4, 3" Floor, San Francisco, California 94133
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West of Third Street, the scale is generally lower than on the east. The Aronson Building serves
to demarcate the contrasting character between the east and west sides of Third Street.

At the far western edge of the New Montgomery-Mission-Second Street Conservation District,
the Aronson Building functions as the western anchor of the conservation district, serves as a
transitional element to the lower scale buildings around the open space of Jessie Square.

Reversibility of Proposed Alterations to the Aronson Building

The result of the overall project would be a rehabilitated historic building tied to a new tower
structurally, programmatically and visually. The Major Permit to Alter Case Report includes an
analysis of the proposed project for consistency with The Secretary of the Interior’s Standards
for the Treatment of Historic Properties for Rehabilitation. Standard 10 deals with the concept
of reversibility of additions. It states: ' '

New additions and adjacent or related new construction will be undertaken in such a-
manner that, if removed in the future, the-essential form and integrity of the historic
‘property and its environment will not be impaired.

The Planning Department analysis for Standard 10 with regard to the proposed project reads:

The proposed additions and alternations will nhot remove sighificant historic fabric, and
have been designed to be unobtrusive to the architectural character of the building and
district in conformance with Secretary’s Standards. While unlikely, if removed in the
future, the proposed alterations at the roof, the primary and secondary facades,
including the new adjacent tower, will not have an impact on the physical integrity or
significance of the Aronson Building or the district in conformance with Standard 10 of
the Secretary’s Standards.

It is true that the likelihood of a 47-story, luxury high-rise tower addition to a 10-story being
removed in the future is low. it is not'true that such removal would not have an impact on the
physical integrity of the Aronson Building. As previously described, the proposed tower would
connect to all floors of the Aronson Building with new openings-along the west fagade for
circulation between the two structures as well as seismic, structural, mechanical, electrical and
plumbing improvements. The historic Aronson Building and the proposed tower will be
integrated physically and tied together programmatically and structurally.

In light of the scale of the proposed alterations, interventions and connections, a removal
scenario that does not impair the historic property would not be possible. With regard to the
tower addition, the proposed project does not, in my opinion, meet Standard 10 of The
Secretdry of the Interior’s Standards for Rehabilitation. '

Katherine T. Petrin _
Architectural Historian & Preservation Planner
1736 Stockton Street, Suite 4, 3 Floor, San Francisco, California 94133
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Methedology . ‘
Documents reviewed for the preparation of this memorandum include:

e Executive Summary for Section 309 Determination, of Compliance, Zoning Map
Amendment, Planning Code Text Amendment, General Plan Referral, Section 285
Shadow Analysis prepared by the San Francisco Planning Department dated 28 March
2013.

s Major Permit to Alter Case Report prepared by the San Francisco Planning Department
dated 24 October 2012 and attachments including: ‘

o The Aronson Building Historic Structure Report by Page & Turnbull dated 2
December 2010. ‘

o Memorandum Regarding Seismic Upgrade Approaches for the 706 Mission
Street Project by Page & Turnbull dated 22 February 2013,

»  Draft Environmental Impact Report (DEIR) for the proposed 706 Mission Street - The
Mexican Museum and Residential Tower Project (2008.1084E).

»  Report on the Redevelopment Plan for the Yerba Buena Center Approved Redevelopment
Area D-1 by the San Francisco Redevelopment Agency approved 1 February 1966.

. Yerba Buena Center Redevelopment Plan prepared by the San Francisco Redevelopment
Agency amended by Ordinance No. 256-09 dated 8 December 2009.

» Kay D. Weeks and Anne E. Grimmer, The Secretary of the Interior's Standards for
Rehabilitation and lllustrated Guidelines for Rehabilitating Historic Buildings, New
Additions. Department of the Interior, National Park Service, Technical Preservation
Services, 1995. :

= Kay D. Weeks and Anne.E. Grimmer, The Secretary of the Interior’s Standards for the
Treatment of Historic-Properties with Guidelines for Preserving, Rehabilitating,
Restoring, ond Reconstructing Historic Buildings. Department of the Interior, National

Park Service, 1995.

Professional Qualifications , » ,

Since 2000 [ have practiced in San Francisco as an Architectural Historian and Preservation
Planner. As such, | regularly'use the National Register criteria of evaluation for historic
buildings. In the course of my work, | utilize local, state, and national preservation regulations
and regularly prepare historic significance assessments for environmental‘review-do-cumérits, _
including projects in the City of San Francisco. | meet the Secretary of the Interior’s Historic
Preservation Professional Qualifications Standords in History, Historic Preservation Planning, and
Architectural History, and have a master’s degree in Historic Preservation from the Graduate '
School of Architecture, Planning and Preservation at Columbia University. (See attached CV.)

Katherine T. Petrin 6
 Architectural Historian & Preservation Planner
1736 Stockton Street, Suite 4, 3" Flgor, San Francisco, California 94133
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Conclusion .
Because of a portion of the footprint of the new tower would occupy the present site of the two
existing non-historic 1978 additions, it falls within the New Montgomery-Mission-Second
Conservation District. The provisions of Article 11 are applicable to this project.

The proposed tower at 706 Mission Street, an alteration to the historic Aronson Building has
been designed to be completely different in architectural expression, character, height, and
massing from the historic building. With regard to the compatibility between the proposed
tower and the historic building, and with regard to the hypothesis that the tower would be
removable in'the future, the proposed project does not, in my opinion, meet Standards 9 or 10
of The Secretary of the Interior’s Standards for Rehabilitation. '

Because of the significance of the two historical resources, the Aronson Building and the New
Montgomery-Mission-Second Street Conservation District, and the material impairment caused
by the proposed alterations, the proposed project would, in my opinion, resultin a substantial
adverse change.

Sincerely,
— v q v
yngWfWé;/%ﬂ/\»

Katherine T. Petrin

Katherine T. Petrin . 7
Architectural Historian & Preservation Planner '
1736 Stockton Street, Suite 4, 3 Floor, San Francisco, California 94133
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KATHERINE T. PETRIN
Architectural Historian & Preservation Planner

1736 Stockton Street, Suite 4, 3" Floor, San Francisco, California 94133

Letrin.katherine@gmail.com 415.333.0342

EDUCATION
Master of Science, Historic Preservation of Architecture,VColumbia University, New York

Bachelor of Arts, Humanities, University of California, Berkeley

PROFESSIONAL EXPERIENCE
sole Practitioner, Architectural Historian and Preservation Planner, April 2013 - present

Architectural Resources'Group, Inc., San Francisco, CA
Architectural Historian and Preservation Planner, May 2000 - March 2013

HOK International, London, UK S
Architectural Historian and Conservation Research, 1997 -1999

Fundacion Casa Ducal de Medinaceli, Seville, Spain
Documentation of Conservation Projects, 1992-19%94

PROFESSIONAL QUALIFICATIONS .
Meets the Secretary of the Interior’s Professional Qualifications Standards in History, Historic Preservation

Planning and Architectural History

SELECTED PROJECT EXPERIENCE {completed at Architectural Resources Grotjp)
. Santa Barbara County Courthouse, Historic Structure Report, Santa Barbara, CA
« Ansel Adams Gallery, Historic Structures Report, Yosemite National Park, CA
= Ansel Adams Gallery, Cultural Landscape Report, Yosemite National Park, CA -
e  The Ahwahnee, Historic Structures Report, Yosemite National Park, CA
«  The Ahwahnee, Historic Furnishings Report, Yosemite National Park, CA
«  Thurston Lava Tube, Cultural Landscape Report, Hawal’i Volcanoes National Park, Hawai‘i, HI
«  Bayview Opera House, National Register Nomination, San Francisco, CA
«  Furnace Creek Visitor Center HABS Documentation, Death Valley National Park, CA
«  Fort Mason Center, Cultural Landscape Report Part 1}, San Francisco, CA
«  The Old Mint, Historic Structure Report, San Francisco, CA
»  Angellsland Immigratioh Station, Historic Structures Reports, San Francisco, CA
» _.Rosie the Riveter World War Il Home Front National Historical Park, National Register
Nominations for Associated Buildings, Richmond, CA
«  Headlands Center for the Arts, Historic Structure Report, Marin County, CA”
« - City of Palm Springs, Historic Resources Survey, Palm Springs, CA
= University of Arizona, Preservation Master Plan, Tucson, AZ
« Village of Tomales, Design Guidelines; Tomales, CA
»  Locke Boarding House, Historic Structure Report, Locke, CA
. Hawai’i Volcanoes National Park, Crater Rim Drive Historic Road inventory, Hawai'i, HI
= Sacramento Railyards Central Shops, Conceptual Rehabilitation Design, Sacramento, CA
. Evaluation of Adobes at La Quinta Resort, La Quinta, CA’
«  Santa Barbara Airport Terminal, Historic Structure Report, Santa Barbara, CA
e  Neitzel Farm Historic Property Treatment Plan and Section 106 Review, Fairfield, CA
«  Municipal Services Building, Historic Structure Report, City of Glendale, Glendale, CA
»  Grand Canyon National Park, Historic Structures Reports for five buildings, Grand Canyon

National Park, AZ
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. RELATED PROFESSIONAL ACTIVITIES

Board Memberships

San Francisco Neighborhood Theater Foundation, Vice President, Board Member, 2004-present
Save New Mission Theater, Founding Member, San Francisco, 2001-present

" Northeast San Francisco Conservancy, Board of Directors, 2005-present

Preservation Action, Member Board of Directors, Washington, DC, 2008-2006

Active Affiliations and Memberships
California Preservation Foundation

Friends of Terra Cotta
International Council on Monuments and Sites, US National Committee (US / ICOMOS)

Los Angeles Conservancy

Mechanics’ Institute

National Trust for Historic Preservation

Preservation Action

San Francisco Architectural Heritage

Society of Architectural Historians, Northern California Chapter
Telegraph Hill Dwellers

Vernacular Architecture Forum

Western Neighborhoods Project

Selected Lectures, Conferences and Publications
Speaker, “Addressing Threats at Historic Seaports” at the National Preservation Conference, Spokane,

WA, November 2012.

Co-organizer, “The Architecture of Julia Morgan and Sacred Spaces” a panel discussion organized by San
Francisco Zen Center for the statewide celebration, Julia Morgan 2012, October 2012.

Invited Participant, SPUR/SF Architectural Heritage Historic Preservation Task Force, 2011-present.

Contributing Author, “Palaces for the People: Architecture and the Cinematic Experience” in Left in the
Dark: Portraits of San Francisco Movie Theatres. Charta, 2010.

Moderator, “Cinema Across Media: The 1520s,” at the Flrst International Berkeley Conference on Silent
Clnema UC Berkeley, February 2011

- Speaker and Co—Author. “Glitz and Glam: Theatrics in the Historical Finishes of Timothy L. Pflueger,” Third
International Architectural Paint Research in Building Conservation Conference, New York, NY, 2008.

Steering Committee, 10th Annual International Symposium, International Council on Monuments and
Sites, US National Committee (US/ICOMOS), San Francisco, CA, April 2007.

Speaker, “Preserving Motion Picture Palaces,” Program of the National Trust for Historic Preservation and
Museum of Modern Art, San Francisco, CA, February 2006.

Speaker, National Trust Conference Session on Modern Historic Resources, Portland, OR, October 2005.

Speaker, Palm Springs Desert Museum, “Building a Desert Oasis; Palm Sprmgs Historic Resources Survey,
Palm Springs, CA, May 2004,

Author, Local Landmark Legislation for the New Mission Theater, 2003.
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Participant, TERRA Conference on Conservation of Earthen Architecture, Yazd, Iran (2003), and Bamako,

Mali (2008).
Awards
California Preservation Foundation, Preservation Design Award for Fort Mason Center Cultural La

Report, 2010.

ndscape
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Substituted
FILE NO. 120665 7?1(?/;8182 ORDINANCE NO. / ga?" /z

[Planning Code - Transit Center District Plan}

Ordinance: 1) amending the San Francisco Planning Code by arﬁendihg and adding
sections consistent with the Transit Center Distriet Plan, including the establishmeﬁt of
the Transit Center District Plan open space ahd transportation fees and the expansion
and renaming of the New Montgomery-Mission-Second Street Conservation District,
and 2) making findings, including environmental findings aﬁd findings of consietency

with the General Plan, as proposed for amendment, and Planning Code Section 101.1.

NOTE: Additions are Sm,c:le underline z'z‘alz'cs Times New Roman;

deletions are
Board amendment addltlons are doub!e underhned

Board amendment deletions are

| ‘Be it ordained by the People of the City and County of San Francisco:

Section 1. Findings'.

(a) California Environmental Quality Act Findings.

(1) The Planning Commtssxon in Motlon No. 18628 certified the Final Environmental
impact Report for the Transit Center District Plan and related actions as in comply with the
California Environmental Quality Act (Public Resources Code Sections 21000 et seq.). A copy
of said Maotion is on file with the Clerk of the Board of Supervisors in File No. 120-665. and is
incorporated herein by reference. |

(2) On May 24, 2012, the Planning Commission conducted a duly noticed public
hearing and, by Motion No. 18623, adopted findings pursuant fo the California Environmental
Quality Actfor the Trensit Center District Plan and related actions. A copy of Planning
Commission Resolution No. 18629, including its attachment and mitigation mon'itoring and

reporting'program, E on file with the Clerk of the Board of Supervisors in File No. 120665 and
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is incorporated herein by reference. The Board of Supervisors herebyradopts the Planning
Commission's environmental findings as its own.

(b) Historic Preservation Commission Findings, General Plan Consistency, and Other
Findings. | |

(1) On May 24, 2012, the Planning Commission held a duly noticed public hearing on

the attached Planning Code amendments. At said meeting, the Planning Commission, in

‘Resolution No. 18631, recommended to this Board the adoption of the Planning Code

amendments related to the Transit Center District Plan. A copy of said Plannling Commission

‘Resolution is on file with the Clerk of the Board of Supervisors in File No. 120665 and is

incorporated herein by reference. _

(2) Atits May 24, 2012 méeting, the Planning Commission, in Resolution No. 18631,
also recommended fo the Historic Preservation Commission that it support the proposed
amendments to Article 11 of the Planning Code, inciuding the addition of certain properties to
the amended New Montgomery-Nission-Second Street Conservation District that aiso will be
listed in the City's Zoning Map. |

(3) »On June 6, 201 2, the Historic Preservation Commission held a duly noticed public
hearing on the amendments proposed herein o Article 11 of the Planhing Code, includiﬁg the
additiqn _6f certain prop_ertiés to the amended New Moritgomery-Mission-Second Street
Conservation District that also will be listed in the City's Zoning Map. At said meeting, the
Historic Preservation Commission adopted Resolution Nos. 679, 680, and 681 thét |
recommended ‘td the Board of Supervisors that it adopt these amendments. Copies of séid |
Historic Preservation Commission Resolutions are on file with the Clerk of the Board of
Supervisors in File No. 120665 and are incorporated herein by reference.

(4)‘ Pursuant to Planning Code Section 302, this Board of Supervisors finds that this

Ordinance will serve the public necessity, convenience, and welfare for the reasons set forth
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in Planning Commission Resolution No.18631, and incorporates those reasons herein by

reference,
(5) The Board of Supervisors finds that this Ordinance is, on balance, consistent with
the General Plan as proposed for amendment and the Priority Policies of Planning Code

Section 101.1(b) for the reasons set forth in Planning Commission Resolution No. 18631, and

incorporates those reasons herein by reference.

(6) Notwithstanding any contrary technical requirements that may exist in the Planning
or Administrative Codes, the Board hereby finds that the Planning Department provided
adequate notice for all documents and decisions, including envnronmental documents, related
to t‘he Transit Center Dlstnct Plan. This finding is based on the extensive mailed, posted,
electronic, and published notices that the Planning Department provided. In addition, all
notification requirements for amendments to Articie‘ﬂ were conducted in conformance with
the version of Article 11 of the Planning Code in effect on May 2, 2012, the day the Historic
Preservation Commission initiated the amendments proposed herein to Article 11. The Board
hereby determines that éaid amendments are exempt from the current notification
requirements of Article 11 of the Planning Code as amended by an Ordinance pending before
the Board of Supervisors in Clerk of the Board of Supervisors File No. 123031. The draft |
recommendations and justification fOr the expansion of the Conservation District and the

designation of archltecturally significant buxldmgs under Article 11 of the Planning Code was

' pubhshed and made available to the pUbllC in November of 2009. Beginning in 2007,

community outreach and owner notlflcatlon regardmg the Transit Center District Plan has
provided a number of opportunities for owner lnput through at least twelve (12) publicly-
noticed workshops, héarings, and presentations. Copies of all notices and other public

materials related to the Transit Center District Plan and the amendmenis to Article 11 set forth -
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herein are available for review through the Custodian of Records at the Planning Department,
1650 Mission Street, San Francisco. '
Section 2. The San Francisco Planning Code is hereby amended by amending

Sections 102.5, 102.9, 102.11, 123, 132.1, 136, 138, 151.1, 152.1, 155, 155.4, 156, 163, 201,

210.3, 215, 216, 217, 218, 218.1, 219, 220, 221, 222,223, 224, 225, 226, 248, 260, 270, 272,

303, 309, 321, 412.1, 427, 1103.1, and Appendices A, C, D, and F to Article 11 and adding
Sections 424.8, 424.7, 424.8, 1o read as follows: '
 sEC. 102.5. DISTRICT.

A portion of the territory of the City, as shown on the Zoning Map, within which
certain regulations and requirem‘ents or various combinations thereof apply under the
provisions of this Code. The term "district" shall include any use, special use, height and butk,
or special sign district. The term "R District” shall mean any RH-1 (D), RH-1, RH-1(S), RH-2,
RH-3, RM-1, RM-2, RM-3, RM-4, RTO, RTO-M, RC-1, RC-2, RC-3, RC-4 or RED District. The
term-"C District" shall mean any C-1, C-2, C-3, dr C-M District. The term "RTO District" shall
be that subset of R Districts which are the RTO and RTO-M District. The term "M District’
shall mean any M-1 or M-2 District. The term "PDR District* shall mean any PDR-1-B, PDR-1-
D, PDR-1-G, or PDR-2 District. The term *RH District" shall mean any RH-1(D), RH-1, RH-

. 1(S), RH-2, or RH-3 District. The term “RM District” shall mean any RM-1, RM-2, RM-3, or

RM-4 'DistriCt. The term "RC District" shall mean any RC-1, RC-Z; RC-3, or RC-4 District. The
term "C-3 District" shall mean any C-3-O, C-3-0(SD), C-3-R, C-3-G, or C-S-S District. For the
purposes of Section 128 and Article 11 of this Code, the term "C-3 District" shall also include-
the Extended Preseryation District designated on Section Map 3SU of the Zoning Map. The
term "NC District' shall mean any NC-1, NC-2, NC-3, NC-T, NC-S, and any Neighborhood

Commercial District and Neighborhood Commercial Transit District identified by street or area

name in Section 702.1. The term "NCT" shall mean any district listed in Section 702.1 (b),

Planning Department, Mayor Lee, Supervisors Kim, Olague
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accordance with Section 409. This fee shall be paid into the Transit Center District Open Space Fund,

as described in Sections 424.6 et seg. of this Article. Said fee shall be used for the purpose of acquiring,

designing, and zmprovmg public open space, recreational faczlztzes and other open Space_resources,

whzch is expected t0 be used solely or in substantial part by persons who live, work, shop cr otherwise

do business in the Transit Center District.

SEC. 1103.1. CONSERVATION DISTRICT DESIGNATIONS.

The following Conservation Districts are hereby designated for the reasons indicated in

the approprlate Appendix:

(a)  The Kearny-Market-Mason- Sutter Conservatlon District is hereby

designated as set forth in Appendix E.

~(b) The New Montgomery-Mission-Second Street Conservation District is

heroby des;gnated as set forth in Appendix F.

(c) The Commercial- Leldesdorff Conservat on District is hereby designated

as set forth in Appendix G.

(d) - The Front-California Conservation District is hereby designated as set

forth in Appendix H.

()  The Kearny-Belden Conservation District isr hereby designated as.set-

forth in Appendix L

() The Pine-Sansome Conservation District is hereby designated as set

forth in Appendix J.
APPENDIX ETO ARTICLE 11 - NEW MONTGOMERY-MISSION-SECOND STREET

CONSERVATION DISTRICT.
SEC. 1. FINDINGS AND PURPOSES. _
It is hereby found that the area known and described in this appendix as the New

Montgomery-Mission-Second Street area is a subarea within the C-3 District, that possesses

Planning Department Mayor Lee, Supervisors Klm Olague
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concentrations of buildings that together create a subarea of architectural and environmental

quality and importance which contributes to the beauty and attractiveness of {he City. ltis

further found that the area meets the standards for designation of a Conservation District as

set forth in Section 1103 of .Article 11 and that the designation of said area as a Conservation
District will be in furtherance of and in conformance with fhe purposes of Article 11 of the City
_Plénning‘ Code. | » |

‘ This designation is intended to promote the health, safety, prosperity and welfare of
the people of the City through the effectuation of the purposes set forth in Section 1101 of
Articlé 11 and the maintenance of the scale and character of the New Montgomery-Mission-
Second Street area by:

(a) The protection and preservation of the basic characteristics and salient
architectural details of structures insofar as these characteristics and details are compatible
with the Conservation District; |

(b)  Providing scope for the continuing vitality of the District through private
renewal and architectural creativity within apprcpriaté controls and standards;

(c) Preservation of the scale and character of the District separate from the
prevailing larger scale of the financial district and permitted scale in the new Specia’l
Development District. | _

SEC. 2. DESIGNATION.
" Pursuant to Section 1103.1 of Article 11 of the City Planning Code (Part I, Chapter

X! of the San Francisco Municipal Code), the New Montgomery-Mission-Second Street area is
hereby designated as a Conservation District. ’
SEC. 3. LOCATION AND BOUNDARIES.
The location and boundaries of the New Montgomery-Mission-Second Street

Conservation District shall be as designated on the New Montgomery-Mission-Second Street
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Conservation District Map, the original of which is on file with the Clerk of the Board of
Supervisors Llnder File 223-84-4, which Map is hereby incorporated herein as though fully set
forth, and a facéimile of which is reproduced herein below. |

SEC. 4. RELATION TO CITY PLANNING CODE.

(a)  Article 11 of the City Planning Code is the basic law governing preservation
of buildings and districts of architectural importance in the C-3 District of the City and County
of San Francisco. This Appendix is subject to and in addition to the prc;visions thereof.

(b) Exceptas may be specifically provided to the contrary, nothing in this
Appendix shall supersede, impair or modify any City Planning Code provisions applicable to

property in the New Montgomery-Mission-Second Street Conservation District including, but

- not limited to, regulations controlling uses, height, bulk, coverage, floor area ratio, required

open space, off-street parking and signs. .
SEC. 5. JUSTIFICATION.
The characteristics of the Conservation District justifying its designaticn-are as

follows:

(a) History of the District. The core of the New Montgomery-Mission-Second Street

Conservation District is a product of the post-1906 reconstruction of downtown San Francisco. Rebuilt

beiween 1906 and 1933 this disirict repres‘ents a collection of masonry commercigl loft buildings that

exhibit a high level of historic architectural integrity and create a cohesive district of two-to-eight story

masonry buildings of similar scale, massing, setback, materials, fenestration pattern, style, and

architectural detailing.

This area forms one of the earliest attempts 10 extend the uses of the financial and
retail districts to the South of Ma_rkef area. Since Montgomery Street was the most important
commercial street in the 1870's, New Montgomery Street was planned as a southern

extension from Market Street to the Bay. Opposition from landowners south of Howard Street,
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however, prevented the street from r_eaching its original bayside destination. WiI‘Iiam Ralston,
who was instrumental in the development of the new street, built the Grand Hotel and later the
Palace Hotel at iis Markét Street' in_tersectidn. A wall of large hotels on Market Street actually
hindered the growth of New Montgorhery Street and few retail stores and offices ventured
south of Market Street. The unusually wide width of Market Street acted as a barrier between
areas to the north and south for mény years. |

A small number of office buildings were built on New Monfgomery Street as far

- south as Atom Alley (now Natoma Street) after the fire. Many buildings were completed in

1907, and most of the street assumed its present character by 1914, At 74 New Montgomery
Street, the Call newspaper established its first headquarters. A noteworthy addition to the
streetscape was the Pacific Telephone and Telegraph Building. At the time of its completion in
1925, it was the largest building on the West Coast devoted o the exclusive use of one firm.
Until the 1960's, the office district on New Montgomery Street was the furthest extension of
the financial district into the South of Market area. More characteristic were warehouses and
businesses which supported the nearby office district. For example, the Furniture Exchange at
the northwest corner of New Montgomery and Howard Streets, completed in 1920, was
oriented to other wholesale and showroom uses along Howard Street. |

One block to the 'east, Second Street had a different history from New
Montgomery Street. The future of Second Street as an extension of the downtown depended

upon the southward extension of the street through the hill south of Howard Street. At one

. time there was even a proposal to extend Second Street north in order to connect with

Montgomery Street. The decisionto extend Montgomery Street south rather than Second
Street north due to.the high cost of the Second Street 