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AMENDED IN COMMITTEE .
S ' 10/20/14
FILE NO. 141023 ’ . ORDINANCE NO.

[Development Agreement - 181 Fremont Street, LLC - 181 Fremont Street - Transbay
Redevelopment Project Area}

Ordinance approving a Devel‘opment Agreement between the City and County of San
Francisco and 181 Frehont Street, LLC, for certain real property, known as 181
Fremont Stréet, located in the Transbay Redevelopment Project Area, consisting of two
parcels located on the east side of Fremont Street, between Mission and Howard

Streets; making findings of conformity with the General Plan, and the eight pi'iority

: policies of Planning Code, Section 101.1(b); and waiving certain provisions of

Administrative Code, Chapter 56 and Planning Code, Section 249.28.

NOTE: Unchanged Code text and uncodified text are in plain Arial font.
Additions to Codes are in sm,qle underlzne ztalzcs Times New Roman font.
Deletions to Codes are in
Board amendment additions are in double—underhned Arlal font.
Board amendment deletions are in
Asterisks (* * * *)indicate the omission of unchanged Code
subsections or parts of tables.

Be it'o'rdained by the People of the City and County of San Francisco:

Section' 1. Project Findinqs. The Board of Supervisors makes the following findings:
(a) California Government Code, Sections 65864 et seq. authorizes any city,

county, or city and county to enter into an agreement for the development of real property.

-within their respective jurisdiction.

(b) ~ Administrative Code, Chapter 56 (“Chapter 56”) sets forth certain proced‘ures for
the broéessing and app_roval of development agreerhents in the City and County of San |
Francisco (the “City”). '

() 181 Fremont Street, LLC, a Delaware limited liability company (the “Developer’),

is the owner of that-certain real property located at 181 Fremont Street, which is an irregularly

Mayor Lee, Supervisor Kim - A
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shaped property formed by two parcels measuring a total of 15,313 square feet, located on
the éast side of Fremont Street, between Mission and Howard Streets in the Transbay |
Redevelopment Project Area (the “Project Site”).

(d)  On December 6, 2012, the Planning Commission approved Motions 18763,
18764, 18765 and the Zoning Administfator issued a variance decision (later revised on
March 15, 2013) (collectively, the “Approvals”). The Approvals approved a project on the
Project Site (the “Project”) that would demolish an existing three-story building and an
existing two-story building, and construct a 52-story building reaching a roof height of
approximately 700 feet with a decorative screen reaching a maximum height of approximately
745 feet and a spire reaching a maximum height of apprdximately 800 feet, containing -
approximatély 404,000 square feet of office uses, approximately 74 dwelling units,
approximately 2,000 squaré feet of retail space, and épproximately 68,000 square feet of
subterranean area with off-street parking, loading, and mechanical space. The Project also
includes a bridge to the future elevated City Park situated on top of the Transbay Transit
Center. The Approvals are on file with the Planning Department, located at 1650 Mission
Street, Suite 400, San Francisco, CA 94103.

() On June 5, 2014, Devéloper‘ﬁled a request with the Office of Community
Investment and Infrastructure (“OCII” or “Successor Agency”) for a Plan Variation pursuant to
Section 3.5.5 of the Transbay Projec%c Area Redevelopment Plan (the “Plan”) for a variation .'
from the on-site affo'rdable housing requirements of Section 4.9.3 of the Plan (the “Plan’s |
Inclusionary Housing Obligation”) as well as a request fo the City"s Planning Department for a
waiver from Section 249.28(b)(6) of the Planning Code (the “Requested Variations from On-
Site Affordable Housing”). |

® The Developer has submitted the Requested Variations from On-Site Affordable

1 Housing for variations from the Plan and a waiver from the City's Planning Code in exchange

Mayor Lee, Supervisor Kim .
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for the payment of $13,850,000 to the City for use by OCII for the provision of affordable
housing within the Project Area, all as further described in the proposed development
agreement, a copy of which is on file with the Clerk of the Board in File No. 141023 (the

“Development Agreement”).

(@)  Because the Citv is entering into a develogment agreement with the Developer

addressing, among other issues, the amount of the Developer’s affordable housing

contribution, the P'ro'ect'is consistent with Charter Section 16.110"h N(B)(D) (adopted as part

of the Housing Trusg‘ Fund, Proposition C, November 6, 2012).

(h)  The Developer has also agreed in the Development Adreement to certain

provided that the tax rates are not greater than the Base Special Tax Rate in the established
Rate and Method of Apportionment (the “RMA”) as attached to the Development Agreement
and (2) to pay to the City, for transmittal to the Transbay Joiﬁt Powers Authority, and retention .
by the City as applicable, if a CFD has not established as of the date that a Final Certificate of
Occupancy is issued to the Developer for the Project, the estimated ’CFD taxes amount that
would otherwise be due if the CFD had been established in accordance with the rates
established in the RMA (the “CFD Payments”). ’ | |

(i) The City has determined that as a result of the development of the Project Site in
accordance with the Development Agreemenf, clear benefits to the public will accrue‘ that
could not be obtained through application of existing City ordinances, regulations, and
policies, as more particularly described in the Development Agreement. Sgeciﬁballx, the

Development Agreement will provide OCII the ability to subsidize up to approximately 69

|| affordable housing units, with a net gain of 58 affordable units at the deepest affordability

levels as well as providing the CFD Payments.

Mayor Lee, Supervisor Kim
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().  On October 10, 2014, at a duly noticed public heaﬁng, the Commission on
Community Investment ahd Infrastructure (“CCII") (as the Comhission to-the OCII), in
Resolution No.80-2014, conditionally approvéd, by Resolution No. 80-20;14, the Developer's
requested Plan Variation and the change to the Plan’s Inclusionary Housing Obligation
b’ecause of the infeasibility of maintafning affordable units in the Project and the payment qf
$13,850,000 for affordable housing. Said Resolution is on file with the Clerk of the Board in
File No. 141023 and is incorporated herein by reference. Under Section 6 (a) ‘of Ordinance
No.‘ 215-12, the Board of Supervisors delegated certain authority under Redevelopment |
Dissolution Law, Cal. Health and Safety Code; Section 34170 et éeq., to the CCII, but
required that it not materially change its affordable housing obligations without obtaining the
approvél of the Board of Supervisors._Given that the CC"’S‘ conditional approval of the‘ Plan
Variétion potenﬁal!y removes the on-site affordable housing requirements of Section 4.9.3 of
the Plan from the Project, the Board of Supérvisdrs, acting aé the Iégislative body for OCII,
must approve the qhahge to the Plan’s Inclusionary Housing O'bligation. |

(k)  The Board of Supervisors, acting in its capacity as the Iegislativé body for the
CCII has reviewed the basis for CCH’s conditional approval of the Plan Variation and has
determined that the changes to the Plan;s Inclusionary Housing Obligation will comply with,
and facilitate the fulfillment of, OCll's affordable housing obligations by significantly increasing
the amount of affordable housing that would otherwise be available at the Prbject under the

Plan’s lnclusibnary Housing Obligation. Accordingly, on October 28, 2014, at a duly noticed

public hearing, the Board of Supervisors, acting as the legislative body for the CCll approved,

by Resolution No. , the change to the Plan’s Inclusiopary Housing Obligation. Said

Resolution is on file with the Clerk of the Board in File No. and is

incorporated herein by reference.

Mayor Lee, Supervisor Kim
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()] O'n'October 16, 2014, at a duly noticed public hearing, the Planning Commission
approved Motion No. 19262 (the “Section 309 approval’) to revise its prior decision under
Planning Code, Section 309 to allow ’;he Developer to make an in-lieu payment for 'affordable

housing instead of consiructing affordable housing on-site. At that same hearing, the

| Planning Commission adopted Resolution No. 19261 to adopt ﬂndings of consistency with the

General Plan, and the eight priority policies of Planning Code, Section 101.1 in regard to the
Development Agreement (the “Development Agreement recommendation”). This action also
included findings under Section 302 of the Planning Code that the Development Agreement |
legislation, which includes a waiver of Planning Code, Section 249.28(b)(6) (Transbay C-3
Special Use District on-site affordable housing requirement) is required to serve the pu‘blic

necessity, convenience, and general welfare. The action also recommended that the Board of

| Supervisors approve the Development Agreement. The Planning Cdmmission’s Section 309

approval and Development Agreement recemmendetion are on file with the Clerk of the Board

in File No. 141023 and incorporated herein by reference.

Section 2. California Environmental Quality Act.)
The Board’s approval of the Development Agreement does not compel any direct or

indirect physical changes in the Project that the Planning Commission previously approved.

‘Rather, approval of the Development Agreement merely authorizes the Commission on

Community Investment and Infrastructure, Planning Commission and Beard of Supervisors to
remove the requirement for inclusionary housing from the Project and to accept affordable
housing funding. Thus, epprovél of the Development Agreement and autﬁorizfng the future
acceptance of $13,850,000 for the Transbay Affordable Housing Obligation does not
constitute a project under the Cvalifornia Environmental Quality Act ("“CEQA”), CEQA
Guidelines (California Code of Regulations Title 14) Section 15378 (b)(4) because it merely

Mayor Lee, Supervisor Kim
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creates a government funding mechanism that does not involve any commitment to a specific

project.

Section 3. General Plan and Planning Code Section 101.1(b) Findings.

" (a) The Board of Supervisors finds that the Development Agreement, including the
waiver of Planning Code, Section 249.28(b)(6), will serve the public necessity, convenience
and general welfare for the reasons set forth in Planning Commission Resolution No. 19261.

(b)  The Board of Supervisors finds thét the Development Agreement is, on balance,

in conformity with the General Plan, and the eight priority policies of Planning Code, Section

101.1 for the reasons set forth in Planning Commission Resolution No. 19261. The Board

hereby adopts the findings set forth in Planning Commission Resolution No: 19261 as its own.

Section 4. Development Agreement.

(a)  The Board of Supervisors approves all of the terms and conditions of the -
Development Agreement, in substantially the form on file with the Clerk of the Board of
Supervisors i‘n File No. 141023.

(b)  The Board of Supervisors approves and authorizes the execution,' delivery and
performance by the City of the Development Agreement, subject to the Developer's payment
of all City costs with respect to the Development Agreement. Upon receipt of the payment of

City's costs billed to Developer, the Director of Planning is authorized to execute and deliver

| the Development Agreement, and (ji) the Director of Planning and other applicable City

officials are authorized to take all actions reésonably necessary or prudent to perform the
City's obligations under the Development Agreement in accordance with the terms of the

Developm‘ent Agreement and Chapter 56, as applicable. The Director of Planning, at his or

Mayor Lee, Supervisor Kim : .
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her discretion and in consultation with the City Attorney, is authorized to enter into any

| .additions, amendments or other modifications to the Development Agreement that the

Director of Planning determines are in the best interests of the City and that do not materially
increase the obligations or liabilities of the City or decrease the benefits to the City under the
Development Agreement, subject to the approval of any affected City agency as more

particularly described in the Development Agreement.

Section 5. Administrative Code Chapter 56 and Planninq Code Section 249.28

Waivers: Ratification.

(@)  Inconnection with the Development Agreement, the Board of Supervisore finds
that the requirements of Administrative Code, Chapter 56 have been substantially complied
with, and hereby waives any procedural or other requirements of Chapter 56 if and to the
extent that they have not been complied with . |

(b) In conSIderatlon of the terms of the Development Agreement and the grant of a
vanatlon from the on-site affordable housmg requirements of Section 4.9.3 of the Plan the
Board waives the requirements of Plannmg Code, Section 249.28(b)(6) regardmg the
requirement for on-site affordable housing in the Transbay Redevelopment Plan Zone 2.

(c)  Allactions taken by City‘ officials in preparing and submitting the Development -
Agreement to the Board of Supewfso’rs for review and consideration are hereby ratified and
confirmed, and the Board of Supervisors hereby authorizes all subsequent action to be taken

by City officials consistent with this Ordinance.

Mayor Lee, Supervisor Kim _
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Section 6. Effective Date. This ordinance shall become effective 30 days after
enactment. Enactment océurs when the Mayor signs the ordinance, the Mayor returns the -
ordinance unsigned or does not sign the ordinance within ten days of receiving it, or the Board

of Supervisor's overrides the Mayor’s veto of the ordinance.

APPROVED AS TO FORM: :
DENNIS J. HERRERA, City Attorney

By: 1Y T
eidi J. Gewertz . ’
Deputy City Attorney

n:\spec\as2014\1500113100963130.doc
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LEGISLATIVE DIGEST
(10/20/14 - Amended in Committee)

[Development Agreement - 181 Fremont Street LLC - 181 Fremont Street - Transbay
"Redevelopment Project Area]

Ordinance approving a Development Agreement between the City and County of San
Francisco and 181 Fremont Street, LLC, for certain real property, known as 181
Fremont Street, located in the Transbay Redevelopment Project Area, consisting of two
parcels located on the east side of Fremont Street, between Mission and Howard
Streets; making findings of conformity with the General Plan, and the eight priority
policies of Planning Code, Section 101.1(b); and waiving certain provisions of
Administrative Code, Chapter 56, and Planning Code, Section 249.28.

Existing Law
California Government Code section 65864 ef sed. (the “Development Agreement Statute”)

and Chapter 56 of the San Francisco Administrative Code (“Chapter 56”) authorize the City to
enter into a development agreement regarding the development of real property.

| - Amendments to Current Law

The proposed ordinance, if adopted, would result in the approval of the proposed
development agreement (the "Development Agreement") with 181 Fremont Street, LLC.
("Developer") in accordance with. the Development Agreement Statute and Chapter 56. The
Development Agreement would provide to Developer the vested right to develop the Project
Site as described in the Development Agreement consistent with Existing Requirements and a
variation from the Transbay Redevelopment Project Area Plan’s and City Planning Code’s
On-Site Affordable Housing Requrrement There are no proposed amendments to current
law.

Backaround Information

Under the Development Agreement, the Developer shall have the vested right to develop the

- Project Site in accordance with the Existing Requirements, provided (i) within 30 days

following the Effective Date, Developer shall pay to the City the Affordable Housing Fee in the
amount of $13,850,000, and (ii) upon the City's receipt of the Affordable Housing Fee, the On-
Site Requirement shall not apply to the project. Upon receipt, the City shall transfer the
Affordable Housing Fee to the Office of Community Investment and Infrastructure (“OCII") to

_ be used by OCII to fulfill the Transbay Affordable Housing Obligation. The payment of the
Affordable Housing Fee under the Development Agreement will provide OCII the ability to
subsidize up to approximately 69 affordable housing units, in contrast to the up to 11 units that

Mayor Lee, Supervisor Kim : .
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would be produced under the On-Site Requirement, with a net gain of 58 affordable units at
the deepest affordability levels, all as more particularly descrlbed in the Development
Agreement.

The Developer has also agreed in the Development Agreement to certain obligations as
related to a proposed Mello-Roos Community Facilities District (“CFD") which shall cover the
Project, including: (1) to vote in favor of a City-proposed CFD covering the Site provided that
the tax rates are not greater than the Base Special Tax Rate in the established Rate and
Method of Apportionment (the “RMA”) as attached to the Development Agreement and (2) to
pay to the City, for tfransmittal to the Transbay Joint Powers Authority, and retention by the
City as applicable, if a CFD has not established as of the date that a Final Certificate of
Occupancy is issued to the Developer for the Project, the estimated CFD taxes amount that
would otherwise be due if the CFD had been established in accordance with the rates
establlshed in the RMA (the “CFD Payments” )

" This legislative digest reflects amendments adopted by the Land Use Committee on October
20, 2014. : :

By separate legislation, the Board, acting in its capacity as the legislative body to OCII (also
known as the Successor‘Agency to the former Redevelopment Agency of the City and County
of San Francisco), is considering, in furtherance of the proposed project, approving provisions
of a variation decision by the Commission on Community Investment and Infrastructure )
modifying the On-Site Affordable Housing Requirement for the Project Site.

n:\spec\as2014\11500113\00962191.doc
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LANNING DEPARTMENT
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October 16, 2014

Ms, Angela Calvillo, Clerk
Honorable Supervisor Kim
Board of Supervisors

City and County of San Francisco
City Hall, Room 244

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

Re: Transmittal of Planning Department Case Number 2014.1399WX
181 Fremont Street '
Development Agreement
Planning Commission Recommendation: Approval

Dear Ms. Calviilo:

On October 16, 2014, the Planning Commission conducted a duly noticed public hearing to
consider a proposed Development Agreement and amendment to a Downtown FProject
Authorization, in assodiation with the previously-approved development located at 181 Fremont
Street. In December 2012, the Commission approved entitlements for the project which would
demolish an existing two and three-story buildings, and would construct a 52-story building
reaching a roof height of approximately 700 feet, containing 404,000 square feet of office uses, 74
dwelling units, 2,000 square. feet of retail space, and 68,000 square feet of subterranean area with
off-street parking, loading, and mechanical space. The building also includes a bridge to the future
elevated City Park situated on top of the Transit Center. The existing buildings on the site have
since been demolished, and the project has begun construction,

The proposed Development Agreement would do the following:

» Exempt the Project from the requirements of the Transbay C-3 Special Use District
(Planning Code Section 249.28) to provide affordable dwelling units on-site,

» Enable the payment of an in-lieu fee of $13.85 million toward the development of
affordable housing in the Transbay Redevelopment Project Area.

» Spec1fy the terms for payment of the in-lieu fee.

At the October 16, 2014 Planning Commission hearing, the Commission voted to recommend
approval of the proposed Development Agreement, and approved the amendment fo the
previously-approved Downtown Project Authorization.

Please find attached documents relating to the action of the Commission. It should be noted that
the Board of Supervisors will not take action regarding the amended Downtown Project
Authorization. However, this motion is referenced in the Development Agreement, as well as the

www.sfplanning.org
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Planning Commission’s recommendation to approve the Development Agreement. Therefore, thlé
motion is included in this transmittal for reference.

Please also note that the Development Agreement, Development Agreement Ordinance, and
associated exhibits will be transmitted to the Clerk by OCII staff under separate cover.

If you have any questions or require further information please do not hesitate to contact me.

Sincerely,

Aaron Starr '
Acting Manager of Legislative Affairs

cc:
Jon Givner, City Attorney

Susan Cleveland-Knowles, City Attorney

Marlena Byrne, City Attorney

Jason Elliot, Mayor’s Director of Legislative & Government Affairs

Attachments (two hard copies of the following);

Planning Commission Resolution re: Development Agreement

Planning Commission Motion re: Amended Downtown Project Authorization

Development Agreement and Ordinance (to be transmitted by OCII staff under separate cover)
Planning Department Executive Summary

SAN FRANCISCD
PLANNING DEPARTMENT
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;8;»0 4r\:l’igsion 8t
Executive Summary CASO247
DOWNTOWN PROJECT AUTHORIZATION AMENDMENT reception

DEVELOPMENT AGREEMENT 415.558.6378

. Fax
HEARING DATE: OCTOBER 16, 2014 415.558.6409

) ’ : Plannin

Date: October 2, 2014 ‘ : o ﬁa%fnsg%;%:ﬂ‘l

Case No.: 2014.1399WX

Project Address: . 181 Fremont Street ' :

Project Site Zdning: C-3-O (SD) (Downtown, Office: Special Development)
700-5-2 Height and Bulk District
Transit Center C-3-O (SD) Commercial Special Use District

Transbay C-3 Special Use District
"Block/Lot: 3719/010, 011 (181 Fremont Street)
Project Sponsor: . Janette D'Elia
c/o Jay Paul Company, LLC

Four Embarcadero Center, Suite 3620
: San Francisco, CA 94111
Staff Contact: Kevin Guy - (415) 558-6163

kevin.guy@sfgov.org
Recommendation: ~ Approval with Conditions

PROJECT BACKGROUND:

At the hearing on December 6, 2012, the Planning Commission (“Commission”) approved a Downtown
Project Authorization and Requests for Exceptions pursuant to Planning Code Section-(“Section”) 309
(Motion No. 18765), an allocation of office space pursuant to Sections 320 through 325 (Annual Office
Development Limitation Program (Motion No. 18764), and findings regarding shadow impacts to Union
Square (Motion No. 18763), in connection with a proposal to demolish an existing three-story building.
and an existing two-story building, and to construct a 52-story building reaching a roof height of
approximately 700 feet with a decorative screen reaching a maximum height of approximately 745 feet
and a spire reaching a maximum height of approximately 800 feet, containing approximately 404,000
square feet of office uses, approximately 74 dwelling units, approximately 2,000 square feet of retail
space, and approximately 68,000 square feet of subterranean area with off-street parking, loading, and
mechanical space. The building also includes a bridge to the future elevated City Park situated on top of
the Transit Center. At the same hearing on December 6, 2012, the Zoning Administrator indicate;d an
intent fo grant a requested Variance from Section 140 to allow dwelling units on the north, east, and south
portions of the proposed building without the required dwelling unit exposure. On March 15, 2013, the
Zoning Administrator issued a Variance Decision Letter formally granting the requested Variance
(collectively, “Project”, Case No. 2007.0456EBKXV).

www.sfplanning.org
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Executive Summary o CASE NO. 2014.1399WX
Hearing Date: October 16, 2014 181 Fremont Street

The Project is situated within the Transbay C-3 Special Use District (“SUD”, Section 249.28), which
generally applies to the privately-owned parcels within Transbay Redevelopment Plan Project Area and
corresponds to the boundaries of “Zone 2” of the Project Area. The SUD sets forth regulations regarding
active ground-floor uses, streetscape improvements, and procedures for payment of fees. In addition, the
SUD specifies that all residential developments must provide a minimum of 15% of all the dwelling units
as affordable to, and occupied by, qualifying persons and families as defined by the Transbay
Redevelopment Plan. The SUD further requires that all inclusionary units must be built on-site, and that
off-site construction or in-lieu fee payment are not permitted to satisfy these requirements. These
requirements would result in 11 affordable dwelling units in the Project.

PROPOSED AMENDMENT:

The Project Sponsor proposes to amend the conditions of approval for the Downtown Project
Authorization (Motion No. 18765) associated with the Project, to enable the payment of an in-lieu fee
toward the development of affordable housing in the Transbay Redevelopment Project Area. In addition,
the Project Sponsor proposes to enter into a Development Agreement with the City and County of San
Francisco (pursuant to Chapter 56 of the San Francisco Administrative Code) to exempt the Project from
the requirements of the Transbay C-3 SUD (Planning Code Section 249.28) to provide affordable dwelling
units on-site. In addition, the Development Agreement would specify the terms for payment of the in-lieu
fee.

SITE DESCRIPTION AND PRESENT USE

The Project Site is an irregularly shaped property formed by two parcels measuring a total of 15,313
square feet, located on the east side of Fremont Street, between Mission and Howard Streets. The Project
Site is within the C-3-O (SD) District, the 700-5-2 Height and Bulk District, the Transit Center C-3-O (SD)
Commercial Special Use District, and the Transbay C-3 Special Use District. The two buildings which
previously occupied the Project Site have been demolished, and foundation and site—préparation activities
are underway for the construction of the Project.

SURROUNDING PROPERTIES & NEIGHBORHOOD

The Project Site is located in an area characterized by dense urban development. There are many high-rise
structures containing dwellings, offices and other commercial uses. The Project Site is surrounded by a
number of high-rise buildings. The Millennium (301 Mission Street) is a residential development
consisting of a 60-story residential building and an 11-story tower, located to the north. 50 Beale Street (a
23-story office building), 45 Fremont Street (a 34-story office building) and 50 Fremont Street (a 43-story
office building) are situated further to the north. 199 Fremont street (a 27-story office building) is located
immedjately to the east. There are numerous smaller commercial buildings in the area as well. The future
Transit Center and the Transbay Tower are currently under construction immediately to the north of the
Project Site. The Transit Center is planned to accommodate local and inter-city bus service, as well as
Caltrain and California High Speed Rail service. The roof of the Transit Center will also feature a 5.4-acre
public park called “City Park.”

The Project Site is located within the “Zone 2” of the Transbay Redevelopment Plan Project Area, as well
as the larger Transit Center District Plan (TCDP) area. The City adopted the TCDP and related

implementing ordinances in August 2012. Initiated by a multi-year public and cooperative interagency
planning process that began in 2007, the Plan is a comprehensive vision for shaping growth on the
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CASE NO. 2014.1399WX
181 Fremont Street

Executive Summary
Hearing Date: October 16, 2014

southern side of Downtown. Broadly stated, the goals of the TCDP are to focus regional growth toward
downtown San Francisco in a sustainable, transit-oriented mafmer, sculpt the downtown skyline, invest .
in substantial transportation infrastructure and improvements to streets and open spaces, and expand
protection of historic resources. - '

Adoption of the Plan included height reclassification of numerous parcels in the area to increase height
limits, including the site of the Transbay Tower with a height limit of 1,000 feet, and several other nearby
sites with height limits ranging from 600 to 850 feet. '

ENVIRONMENTAL REVIEW

On September 28, 2011, the Department published a draft Environmental Impact Report (EIR) for the
TCDP for public review. The draft EIR was available for public comment until November 28, 2011. On
November 3, 2011, the Planning Commission ("Commission”) conducted a duly noticed public hearing at
a regularly scheduled meeting to solicit comments regarding the draft EIR. On May 10, 2012 the
Department published a Comments and Responses document, responding to comments made regarding
the draft EIR prepared for the Project. On May 24, 2012, the Commission reviewed and certified the Final
EIR. The Board of Supervisors affirmed this certification on July 24, 2012. '

On November 9, 2012, the Planning Department, in a Community Plan Exemption certificate, determined
that the original Project did not require further environmental review under Section 15183 of the CEQA
Guidelines and Public Resources Code Section 21083.3. The original Project was consistent with the
adopted zoning controls in the Transit Center District Plan and was encompassed within the analysis
contained in the Transit Center District Plan Final EIR. :

The actions contemplated in this Motion do not constitute a project under the California Environmental
Quality Act (“CEQA”), CEQA Guidelines (California Code of Regulations Title 14) Sections 15378 (b)(4)
and 15378(b)(5) because it merely creates a government funding mechanism that does not involve any
commitment to a specific project and is an administrative activity of the government with no physical
impact. '

HEARING NOTIFICATION REQUIREMENTS

20 days

September 26, 2016

September 26, 2016

Classified News Ad
Posted Notice 20 days September 26,2016 | September 26, 2016 20 days
Mailed Notice 10 days October 6, 2014 September 26, 2014 20 days
PUBLIC COMMENT

To date, the Department has received no comments regarding the proposed actions.
ISSUES AND OTHER CONSIDERATIONS

The Transbay Redevelopment Plan requires that, in accordance with State law (Public Resources Code
Section 5027.1), at least 35% of all new housing within the Project Area be affordable to low- and
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moderate-income households. It is anticipated that this goal will be achieved through a combination of
constructing stand-alone affordable housing projects, increasing affordable housing requirements for
development of the publicly-owned parcels in “Zone 1”7, and requiring on-site affordable units for
developments on privately-owned parcels containing residential uses. ‘

The Office of Community Investment and Infrastructure (OCII), in consultation with the Mayor’s Office
of Housing and Community Development (MOHCD), has analyzed the implications of applying the on-
site requirement of the SUD to the Project. The units within the Project are relatively large, and are
situated within the uppermost floors of the tower with abundant views. Given these characteristics, the
11 affordable units within the Project would need to be steeply discounted compared with the market-
rate units. In addition, it is estimated that the homeowner’s association (“HOA") fees for these units will
likely exceed $2,000 per month. These HOA fees would impose a substantial financial burden on
residents whose income levels would allow them to qualify for an affordable unit within the Project.
Therefore, OCII and MOHCD staff have concluded that the resources necessary to create affordable units
‘within the Project could be better leveraged to create other affordable housing opportunities elsewhere in
the Redevelopment Plan Area. .

The Project Sponsor proposes to enter into a Development Agreement (pursuant to Chapter 56 of the San
Francisco Administrative Code) to exempt the Project from the requirements of Section 249.28 to provide
affordable dwelling units on-site. If the Development Agreement is approved by the Board of
Supervisors, the Project Sponsor would contribute $13.85 million toward the development of affordable
housing in the Redevelopment Plan Area. OCII staff estimates that this fee would be capable of creating
approximately 69 affordable housing units, a net gain of 58 affordable units compared to the 11
affordable units that would be provided within the Project. In order for this Development Agreement to
proceed, the Commission must amend the conditions of approval for the previously-granted Downtown
Project Authorization to eliminate the requirement for on-site affordable dwelling units. For comparative
purposes, if the Project Sponsor were to pay the in-lieu affordable housing fee estabhshed in the Planning
Code, the fee amount would be approximately $5.5 million.

Because the City is entering into a Developmeﬁt Agreement with the Project Sponsor addressing, among
other issues, the amount of the Project Sponsor’s affordable housing contribution, this Project is
consistent with Charter Section 16.110(h)(1)(B)(i) (adopted as part of the Housing Trust Fund, Proposmon
C, November 6, 2012).

On October 10, 2014, the OCII Commission will consider a variation to the Transbay Redevelopment
Plan’s on-site affordable housing requirement and .acceptance of a future payment of $13.85 million to
fulfill affordable housing obligations in the Project Area. Staff will verbally present the outcome of the
OCII Commission hearing to the Planning Commission at the hearing on October 16, 2014. »

REQUIRED ACTIONS ‘

In order for the project to proceed, the Commission must 1) Approve an amendment to the previously-
granted Downtown Project Authorization (Motion No. 18756) to eliminate the requirement of Section
249.28 for on-site affordable dwelling units, and 2) Recommend that the Board of Supervisors approve a
Development Agreement to exempt the Project from the requirements of Section 249.28 to provide
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affordable dwelling units on-site, and to enable the payment of a fee toward the-development of
affordableé housing in the Redevelopment Plan Area. C

BASIS FOR RECOMMENDATION ~

" The proposed Development Agreement and amended Downtown Project Authorization would
allow the payment of an in-lieu fee which will enable the creation of a greater affordable housing
opportunities in the Transbay Redevelopment Plan Project Area than would be achieved through
on-site affordable units within the Project.

= Residents of these future affordable units would be located within close proximity of the Project
Site, and would be able to enjoy the walkability, abundant transit services, and vibrant urban
character of the area.

RECOMMENDATION:  Approval with Conditions

Attachments:

Draft Motion for amended Downtown Project Authorization
Planning Commission Motion No. 18756 (dated December 6, 2012)
Draft Develdpment Agreement Resolution

Draft Development Agreement Ordinance

Draft Development Agreement

Block Book Map

Aerial Photograph

Zoning District Map
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Exhibit Checklist

Executive Summary D Project sponsor submittal
Draft Motion Drawings: Existing Conditions
& Environmental Determination I:] Check for legibility

IZI Zoning District Map Drawings: Proposed Project
Height & Bulk Map ‘ D Check for legibility

Parcel Map
Sanborn Map

V Aerial Photo
L__] Context Photos
D Site Photos

Exhibits above marked with an “X” are included in this packet
Planner's Initials
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Subject fo: (Select only if applicable) : . T 6_50 Mission St.
Affordable Housing (Sec. 415) H First Source Hiring (Admin. Code) g:g‘*;a‘:]‘lim
H Jobs Housing Linkage Program (Sec. 413) # Child Care Requirement (Sec. 414) CA 94103-247'9
B Downtown Partk Fee (Sec. 412) & Other . ' .
Reception:
415,558.6378
: Fax
i . - = H - - 415.558.6400
Planning Commission Motion 19262
.. i Planning
Section 309 ~ iformaton

415.558.6377
HEARING DATE: OCTOBER 16, 2014 :

Date: , October 2, 2014
Case No.: o 2014.1399WX
Project Address: 181 Fremont Street
Project Site Zoning: C-3-O (SD) (Downtown, Office: Special Development)
" 700-5-2 Height and Bulk District
Transit Center C-3-O {SD) Commercial Special Use District
: Transbay C-3 Special Use District :
Block/Lot: - 3719/010, 011 (181 Fremont Street)
Project Sponsor:  Janette D'Elia
“c/o Jay Paul Company, LLC
Four Embarcadero Center, Suite 3620
A San Francisco, CA 94111
Staff Contact:  Kevin Guy — (415) 558-6163

kevin.guy@sfgov.org

ADOPTING FINDINGS RELATED TO THE APPROVAL OF A DOWNTOWN PROJECT AUTHORIZATION UNDER
PLANNING CODE SECTION 309 TO AMEND THE CONDITIONS OF APPROVAL FOR A PREVIOUSLY-
APPROVED PROJECT TO DEMOLISH AN EXISTING THREE STORY BUILDING AND AN EXISTING TWO-

~ STORY BUILDING AND CONSTRUCT A NEW 52-STORY BUILDING REACHING A MAXIMUM HEIGHT OF
APPROXIMATELY 700 FEET, WITH A DECORATIVE SCREEN REACHING A MAXIMUM HEIGHT OF
APPROXIMATELY 745 FEET AND A SPIRE.REACHING A MAXIMUM HEIGHT OF APPROXIMATELY 800 FEET,
CONTAINING APPROXIMATELY 404,000 SQUARE FEET OF OFFICE USES, APPROXIMATELY 74 DWELLING
UNITS, APPROXIMATELY 2,000 SQUARE FEET OF RETAIL SPACE, AND APPROXIMATELY 68,000 SQUARE
FEET OF SUBTERRANEAN AREA WITH OFF-STREET PARKING, LOADING, AND MECHANICAL SPACE. THE
PROJECT SITE IS LOCATED WITHIN THE C-3-O(SD) (DOWNTOWN OFFICE, SPECIAL DEVELOPMENT)
DISTRICT, THE 786-S-2 HEIGHT AND BULK DISTRICT, THE TRANSIT CENTER C-3-O(SD) COMMERCIAL
SPECIAL USE DISTRICT, AND THE TRANSBAY C-3 SPECIAL USE DISTRICT.
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- PREAMBLE

On December 6, 2012, the Planning Commission (“Commission) conducted a duly noticed public hearing
at a regularly scheduled meeting and approved a Downtown Project Authorization and Requests for
Exceptions pursuant to Planning Code Section (“Section”) 309 (Motion No. 18765), an allocation of office
space pursuant to Sections 320 through 325 (Annual Office Development Limitation Program (Motion
No. 18764), and findings regarding shadow impacts to Union Square (Motion No. 18763), in connection
.with a proposal to demolish an existing three-story building and an existing two-story building, and to
construct a 52-story building reaching a roof height of approximately 700 feet with a decorative screen
reaching a maximum height of approximately 745 feet and a spire reaching a maximum height of
approximately 800 feet, containing approximately 404,000 square feet of office uses, approximately 74
dwelling units, approximately 2,000 square feet of retail space, and approximafely 68,000 square feet of
subterranean area with off-street parking, loading, and mechanical space, located at 181 Freinont Street,
Lots 010 and 011 in Assessor’s Block 3719 (“Project Site”), within the C-3-O (SD) (Downtown Office,
Special Development) District, the 700-S-2 Height and Bulk District, the Transbay C-3 Special Use District,
and the Transit Center C-3-O(SD) Commercial Special Use District. At the same hearing on December 6,
2012, the Zoning Administrator indicated an intent to grant a requested Variance from Section 140 fo
allow dwelling units on the north, east, and south portions of the proposed building without the
required dwelling unit exposure. On March 15, 2013, the Zoning Administrator issued a Variance
Decision Letter formally granting the requested. Varianée (collectively, “Project”, Case No.
2007.0456EBKXYV). A site permit has been issued for the- Project, and the building is currently under
construction. .

Pursuant to the requirements of Section 249.28, a minimum of 15% of the dwelling units in the project
would have been. required to be affordable to, and occupied by, qualifying persons and families as
defined by the Transbay Redevelopment Plan. On September 18, 2014, Janette D’Elia, acting on behalf of
* Jay Paul Company, LLC ("Project Sponsor") applied for a Downtown Project Authorization, pursuant to
Section 309, in order to amend the conditions of approval for the previously-granted Downtown Project
Authorization (Motion No. 18765) to enable the payment of an in-lieu fee toward the development of
affordable housing in the Transbay Redevelopment Project Area. In addition the Project Sponsor
proposes to. enter into a Development Agreement (pursuant to Chapter 56 of the San Francisco
Administrative Code) to exempt the Project from the requirements of Section 249.28 to provide affordable
dwelling units on-site (collectively, “Proposed Amendment”, Case No. 2014.1399WX).

On May 24, 2012, the Planning Commission held a duly advertised public hearing and recommended
approval of the Transit Center District Plan (“TCDP” or “Plan”) and related implementing Ordinances to
the Board of Supervisors. The result of a multi-year public and cooperative interagency planning process
that began in 2007, the Plan is a comprehensive vision for shaping growth on the southemn side of
Dowritown to respond to and support the construction of the new Transbay Transit Center project,
including the Downtown Rail Extension. Implementation of the Plan would result in generation of up to
$590 million for public infrastructure, including over $400 million for the Downtown Rail Extension.
Adoption of the Plan included height reclassification of numerous parcels in the area to increase height '
limits, including a landmark tower site in front of the Transit Center with a height limit of 1,000 feet and
several other nearby sites with height limits ranging from 600 to 850 feet.
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On July 24, 2012, the Board of Supervisors held a duly noticed publi¢ hearing, affirmed the Final EIR and
approved the Plan, as well as the associated ordinances to implement the Plan on first reading.

On July 31, 2012, the Board of Supervisors held a duly noticed public hearing, and approved the Plan, as
well as the associated ordinances to implement the Plan on final reading. .

On August 8, 2012, Mayor Edwin Lee signed into law the ordinances approving and: unplementmg the
Plan, which subsequently became effective on September 7, 2012.

The environmental effects of the original Project were determined by the Department to have been fully
reviewed under the Transit Center District Plan Environmental Impact Report (hereinafter “EIR”). The
EIR was prepared, circulated for public review and comment, and, at a public hearing on May 24, 2012,
by Motion No. 18628, certified by the Commission as complying with the California Environmental
Quality Act (Cal. Pub. Res. Code Section 21000 et seq., (hereinafter “CEQA”). The Commission has
reviewed the Final EIR, which has been available for this Commissions review as well as public review.

The Transit Center District Plan EIR is a Program EIR. Pursuant to CEQA Guideline 15168(c)(2), if the
" lead agency finds that no new effects could occur or no new mitigation measures would be required of a
proposed project, the agency may approve the project as being within the scope of the project covered by
the program EIR, and no additional or new environmental review is required. In approving the Transit
Center District Plan, the Commission adopted CEQA Findings in its Motion No. 18629 and hereby
incorporates such Findings by reference.

Additionally, State CEQA Guidelines Section 15183 provides a streamlined environmental review fo\r
projects that are consistent with the development density established by existing zoning, community plan
or general plan policies for which an EIR was certified, except as might be necessary to examine whether
.there are project-specific effects which are peculiar to the project or its site. Section 15183 specifies
that examination of environmental effects shall be limited to those effects that (a) are peculiar to the
project or parcel on which the project would be located, (b) were not analyzed as significant effects in a
prior EIR on the zoning action, general plan or community plan with which the project is consistent, (c)
are potentially significant off-site and cumulative impacts which were not discussed in the underlying
EIR, or(d) are previously identified in the EIR, but which are determined to have a more severe adverse
impact than that discussed in the underlying EIR. Section 15183(c) specifies that if an impact is not
peculiar to the parcel or to the proposed pro]ect then an EIR need not be prepared for that project solely
on the basis of that impact. .

- On November 9, 2012, the Department determined that the application for the original Project did not
require further environmental review under Section 15183 of the CEQA Guidelines and Public Resources
Code Section 21083.3. The Project was consistent with the adopted zoning controls in the Transit Center
District Plan and was encompassed within the analysis contained in the Transit Center District Plan Final
EIR. Since the Transit Center District Plan Final EIR was finalized, there were no substantial changes to
the Transit Center District Plan and no substantial changes in circumstances that would require major
revisions to the Final EIR due to the involvement of new significant environmental effects or an increase
in the severity of previously identified significant impacts, and there is no new information of substantial
importance that would change the conclusions set forth in the Final EIR. The file for this project,
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including ‘the Transit Center District Plan Final EIR and the previously issued Community Plan
. Exemption certificate, is available for review at the San Francisco Planning Department, 1650 Mission
Street, Smte 400, San Francisco, California.

Planning Department staff prepared a Mitigation Monitoring and Reporting Program (MMRP) setting
forth mitigation measures that were identified in the Transit Center District Plan EIR that are applicable
to the project. These mitigation measures are set forth in their entirety in the MMRP, attached to Motion
No. 18675 as Exhibit C, and were made conditions of approval of the original Project.

The Planning Commission’s actions to amend the conditions of approval under Planning Code Section
309 and the recommendation concerning the development agreement do not compel any changes to the
project that the Planning Commission previously approved. Rather, these actions merely authorize the
Commission on Community Investment and Infrastructure, Planning Commission and Board of
Supervisors to remove the on-site affordable housing requirement from the project. Thus, these actions
and authorization of the acceptance of $13.85 million for affordable housmg subsidy within Zone 1 of the
Transbay Redevelopment Plan do riot constitute a project under the California Environmental Quality
Act (“CEQA”), CEQA Guidelines (California Code of Regulations Title 14) Section 15378 (b)(4) because it
merely creates a government funding mechanism that does not involve any commitment to a specific
project. ‘

The Planning Commission has reviewed and considered repoﬂs, studies, plans and other documents
pertaining to the Proposed Amendment.

The Planning Commission has heard and considered the testimony presehted at the public hearing and
has further considered the written materials and oral testimony presented on behalf of the Project
Sponsor, Department staff, and other interested parties.

On October 16, 2014, the Commission conducted a duly noticed public hearing at a regularly scheduled
meeting on Case No. 2014.1399WX. The Commission has heard and considered the testimony presented
to it at the public hearing and has further considered written materials and oral testimony presented on
behalf of the applicant, the Planning Department staff, and other interested pgrtles

MOVED, that the Commission hereby approves the Proposed Amendment, as requested in Application
No. 2014.1399X, subject to conditions of approval contained in Exhibit A of Motion No. 18765 and to the

" Mitigation, Monitoring and Reporting Program contained in Exhibit C of Motion No. 18765 (incorporated
by reference as though fully set forth herein), based on the following findings:

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

L The above recitals are accurate and also constitute findings of this Commission.
2. . Site Description and Present Use. The Project Site is an irregularly shaped property formed

by two parcels measuring a total of 15,313 square feet, located on the east side of Fremont
Street, between Mission and Howard Streets. The Project Site is within the C-3-O (SD)
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District, the 700-5-2 Height and Bulk District, the Transit Center C-3-O (SD) Commercial
Special Use District, and the Transbay C-3 Special Use District. The two buildings which '
previously occupied the Project Site have been demolished, and foundation and site-
preparation activities are underway for the construction of the Project.

Surrounding Properties and Neighborhood. The Project Site is located in an area
characterized by dense urban development. There are many high-rise structures containing
dwellings, offices and other commercial uses. The Project Site is surrounded by a number of
high-rise buildings. The Millennium (301 Mission Street) is a residential development
consisting of a 60-story residential building and an 11-story tower, located to the north. 50
Beale Street (a 23-story office building), 45 Fremont Street (a 34-story office building) and 50
Fremont Street (a 43-story office building) are situated further to the north. 199 Fremont
street (a 27-story office building) is located immediately to the east. There are numerous
smaller commercial buildings in the area as well. The future Transit Center and the Transbay

-Tower are currently under construction immediately to the north of the Project Site. The

Transit Center is planned to accommodate local and inter-city bus service, as well as Caltrain
and California High Speed Rail service. The roof of the Transit Center will also feature a 5.4~
acre public park called “City Park.” .

The Project Site is Jocated within the “Zone 2” of the Transbay Redevelopment Plan Project
Area, as well as the larger Transit Center District Plan (TCDP) area. The City adopted the
TCDP and related implementing ordinances in August 2012. Initiated by a multi-year public -
and cooperative interagency planning process that began in 2007, the Plan is a
comprehensive vision for shaping growth on the southern side of Downtown. Broadly stated,
the goals of the TCDP are to focus regional growth toward downtown San Francisco in a
sustainable, transit-oriented manner, sculpt the downtown skyline, invest in substantial
transportation infrastructure and improvements to streets and open spaces, and expand
protection of historic resources. :

Adoption of the Plan included height reclassification of numerous parcels in the area to
increase height limits, including the site of the Transbay Tower with a height limit of 1,000
feet, and several other nearby sites with height limits ranging from 600 to 850 feet.

Project Background and Proposed Amendment. As approved, the Project would demolish
an existing three-story building and an existing two-story building, and to construct a 52-
story building reaching a roof height of approximately 700 feet with a decorative screen
reaching a maximum height of approximately 745 feet and a spire reaching a maximum
height of approximately 800 feet, containing approximately 404,000 square feet of office uses,
approximately 74 dwelling units, approximately 2,000 square feet of retail space, and
approximiately 68,000 square feet of subterranean area with off-street parking, loading, and
mechanical space. The building also includes a bridge to the future elevated City Park
situated on top of the Transit Center. '

The Project Sponsor proposes to amend the conditions of approval for the Downtown Project
Authorization (Motion No. 18765) associated with the Project, to enable the payment of an in-
lieu fee toward the development of affordable housing in the Transbay Redevelopment
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Project Area. In addition, the Project Sponsor proposes to enter into a Development
Agreement with the City and County of San Francisco (pursuant to Chapter 56 of the San
Francisco Administrative Code) to exempt the Project fromi the requirements of the Transbay
C-3 Special Use District (“SUD”, Section 249.28) to provide affordable dwelling units on-site
(collectively, “Proposed Amendment”). In addition, the Development Agreement would
specify the terms for payment of the in-lieu fee. ‘

Public Comment. To date, the Department has received no comments regarding the
Proposed Amendment.

Planning Code Compliance. The Commission finds that the Proposed Amendment is
consistent with the relevant provisions of the Planning Code in the following manner:

A. Transbay C-3 SUD (Section 249.28). The boundaries of the Transbay C-3 SUD
generally apply to the privately-owned parcels within Transbay Redevelopment Plan
Project Area, corresponding to the boundaries of “Zone 2” of the Project Area. The
SUD sets forth regulations regarding active ground-floor uses; streetscape
improvements, and procedures for payment of fees. In addition, the SUD specifies
that all residential developments must provide a minimum of 15% of all the dwelling
units as affordable to, and occupied by, qualifying persons and families as defined by
" the Transbay Redevelopment Plan. The SUD further requires that all inclusionary
- units must be built on-site, and that off-site construction or in-lieu fee payment are
not pem'utted to satisfy these requirements. ’

The Transbay Redevelopment Plan requires that, in accordance with State law (Public
Resources Code Section 5027.1), at least 35% of all new housing within the Project Area be
affordable to low- and moderate-income households. It is anticipated that this goal will be
achieved through a combination of constructing stand-alone affordable housing projects,
increasing affordable housing requirements for development of the publicly-owned- parcels in
“Zone 17, and requiring on-site gffordable units for developments on privately-owned parcels
containing residential uses. '

. The Office of Community Investment and Infrastructure (OCII), in consultation with the
Mayor’s Office of Housing and Community Development (MOHCD), has analyzed the
implications of applying the on-site requirement of the SUD to the Project. The units within
the Project are relatively large, and are situated within the uppermost floors of the tower with
abundant views. Given these characteristics, the 11 affordable units within the Project would
need to be steeply discounted compared with the market-rate units. In addition, it is estimated
that the homeowner’s association (“HOA") fees for these units will likely exceed $2,000 per
month. These HOA fees would impose a substantial financial burden on residents whose
income levels would allow them to qualify for an affordable unit within the Project. Therefore,
OCII and MOHCD staff have concluded that the resources necessary to create affordable
units within the Project could be better leveraged to create other aﬁ‘ordable housing
opportunities elsewhere in the Redevelopment Plan Area.
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The Project Sponsor proposes to enter into a Development Agreement (pursuant to Chapter
56 of the San Francisco Administrative Code) to exempt the Project from the requirements of
Section 249.28 to provide affordable dwelling unils on-site. If approved by the Board of
Supervisors, the Project Sponsor would contribute $13.85 million toward the development of
affordable housing in the Redevelopment Plan Area. ocr staff estimates that this fee would

‘be capable of creating approximately 69 affordable housing units, a net gain of 58 affordable

units compared to the 11 affordable units that would be provided within the Project.

Inclusionary Affordable Housing Program. Planning Code Section 415 sets forth the
requirements and procedures for the Inclusionary Affordable Housing Program. At
the time of Project approval in 2012, Planning Code Section 415.3 applied these
requirements to projects that consist of five or more units, where the first application
(EE or BPA) was applied for on or after July 18, 2006. Within the Transbay C-3 SUD,
developments containing residenfial uses must satisfy these requirements by
provided 15% of the proposed dwelling units on-site as affordable.

The conditions of approval for the Project in 2012 reflected the regulations of Sections 249.28
and 415 by requiring that 11 of the 74 dwelling units in the project be affordable. As
discussed in Item #6A above, the Project Sponsor proposes to enter into a Development
Agreement to exempt the Project from the on-site requirements of Section 249.28, and o
enable an in-liew contribution of $13.85 million toward the development of affordable housing
in the Redevelopment Plan Area. For comparative purposes, if the Project Sponsor were to
pay the in-lieu affordable housing fee established in the Planning Code, the fee amount would
be approximately $5.5 million. In order for this Development Agreement to proceed, the
Commission must amend the conditions of approval for the Project (Motion No. 18756) to
eliminate the requirement for on-site affordable dwellmg units.

7. General PIan Conformity. The Proposed Amendment Would affirmatively promote the
following objectives and policies of the General Plan: :

HOUSING ELEMENT:
Objectives and Policies

OBJECTIVE 1

TO PROVIDE NEW HOUSING, ESPECIALLY PERMANENTLY AFFORDABLE HOUSING,
IN APPROPRIATE LOCATIONS WHICH MEETS IDENTIFIED HOUSING NEEDS AND

~ TAKES INTO ACCOUNT THE DEMAND FOR AFFORDABLE HOUSING CREATED BY
EMPLOYMENT DEMAND.

Policy L.1:

Encourage higher residential density in areas adjacent to downtown, in underutilized
commercial and industrial areas proposed for conversion to housing, and in neighborhood

commercial districts where higher density will not have harmful effects, especially if the highet

density provides a significant number of units that are affordable to lower income households.
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Policy 1.3: :
Identify opportunities for housing and mixed-use districts near downtown and former industrial
porhons of the City.
Policy 1.4:

Locate in-fill housing on appropriate sites in established residential neighborhoods.
OBJECTIVE 4

FOSTER A HOUSING STOCK THAT MEETS THE NEEDS OF ALL RESIDENTS ACROSS
LIFECYCLES.

Policy 4.5:

Ensure that new permanently affordable housing is located in all of the City’s neighborhoods,
and encourage integrated neighborhoods, with a d1vers1ty of umt types provided at a range of
income levels. :

OBJECTIVE 7

SECURE FUNDING AND RESOURCES FOR PERMANENTLY AFFORDABLE HOUSING,
INCLUDING INNOVATIVE PROGRAMS THAT ARE NOT SOLELY RELIANT ON
TRADITIONAL MECHANISMS OR CAPITAL.

Policy 7.5:
Encourage the production of affordable housing through process and zoning accommodations,
and prioritize affordable housing in the review and approval processes.

OBJECTIVE 8

BUILD PUBLIC AND PRIVATE SECTOR CAPACITY TO SUPPORT, . FACILITATE,
PROVIDE AND MAINTAIN AFFORDABLE HOUSING.

Policy 8.1:
Support the PIOdUCthI‘l and management of permanently affordable housing.

The Proposed Amendment would allow the payment of an in-lieu fee which will enable the creation of a
greater affordable housing opportunities in the Transbay Redevelopment Plan Project Area than would be
achieved through. on-site affordable units within the Project. Affordable units created within the Project
would be subject to HOA fees that would likely exceed $2,000 per month. These HOA fees would impose a
substantial financial burden on residents whose income levels would allow them to qualify for an affordable
unit within the Project. The funds provided by the in-lieu fee will be utilized to create affordable units on
other parcels in the Project Area. OCII staff estimates that the in-lieu fee would create d net gain of 58
affordable dwelling units over the 11 affordable units that would be provided in the Project under the
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existing requirements. Residents of these future affordable units would be located within close proximity of
the Project Site, and would be able to enjoy the walkability, abundant transit services, and vibrant urban
character of the area. ’

8. Priority Policy Findings. Section 101.1(b) establishes eight priority planning. policies and
. Tequires the review of permits for consistency with said policies. The Proposed Amendment
complies with these policies, on balance, as follows: ’
A, That existing neighborhood-serving retail/personal services uses be preserved and
enhanced and future opportunities for resident employment in and ownership of
such businesses enhanced. '

The Project would include retail services at the ground-floor and at the fifth floor adjacent to
City Park. These uses would provide goods and services to downtown workers, residents, and
visitors, while creating ownership and employment opportunities for San Francisco residents.
The addition of office and residential uses would bring new employees and residents to area,
strengthening the customer base of other businesses in the vicinity. The Proposed
Amendment would have no effect on the retail services in the Project.

B. That existing housing and neighborhood character be conserved and protected in
order to preserve the cultural and economic diversity of our neighborhoods.

C. That the City's supply of affordable housing be preserved and enhanced.

No housing has been removed for the construction of the Project, and the Project would provide
74 dwelling units. The Proposed Amendment would enable the payment of an in-lieu fee that will
be utilized to create affordable housing owtother parcels in the Project Area. OCII staff estimates
that the in-lieu fee would create a net gain of 58 affordable dwelling units over the 11 affordable
units that would be required in the Project under the existing requirements.

D. . That commuter traffic not impede MUNI transit service or overburden our streets or
neighborhood parking. .

The Project Site is situated in the downtown core and is well served by public transit. The
Project Site is located immediately 'adjacent to the future Transit Center, which will provide
direct access to a significant hub of local, regional, and Statewide transportation. The Project
" is also located two blocks from Market Street, a major transit corridor that provides access to
various Muni and BART lines. The. Project implements the vision of the Transit Center
District Plan to direct regional growth to a location that is served by abundant transit
options, in order to facilitate travel by means other than private automobile. The Proposed
Amendment would have no negative effect on transit services and circulation in the area.

E. That a diverse economic base be maintained by protecting our industrial and service
sectors from displacement due to commercial office development, and that future
oppeortunities for resident employment and ownership in these sectors be enhanced.

SAN FRANCISCO : 9
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. The: Project includes retail spaces at the first and fifth floors, preserving service sector

employment opportunities. The Proposed Amendment would have no effect on the retail
services in the Project.

That the Clty achieve the greatest possible preparedness to protect against injury and
loss of life in an earthquake.

- The Project will comply with all current structural and seismic requirements under the San

Francisco Building Code. The Proposed Amendment would have no effect on the physical

. construction of the Project.

That landmarks and historic buildings be preserved.

The existing buildings that were demolished on the Project Site were not considered to be
historic resources. The Proposed Amendment would not affect any landmark or hzstorzc
building.

That our parks and open space and their access to surﬂlght and vistas be protected
from development. ,

At the hearing for the Project on December 6, 2012, the Planning Commission adopted
Motion No. 18763, finding that the shadows cast by the Project on Union Square would not
be adverse to the use of the park. The Proposed Amendment would not affect the physical form
of the Project, and therefore, would not change the shadow impacts to Union Square.

9. The Proposed Amendment is consistent with and would promote the general and specific
purposes of the Code provided under Section 101.1(b) in that, as designed, the Project would
contribute to the character and stability of the neighborhood and would constitute a
beneficial development. ‘ : '

10. The Commission hereby finds that approval of the Proposed Amendment would promote the
health, safety, and welfare of the City.

SAN FRANCISCO
PLANN}
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DECISION

Based upon the whole record, the submissions by the Project Sponsor, the staff of the Department, and
other interested parties, the oral testimony presented to the Commission at the public hearing, and all
other written materials submitted by all patties, in accordance with the standards specified in the Code,
the Commission hereby APPROVES Application No. 2014.1399X, pursuant to Section 309, subject to the
following conditions attached hereto as "EXHIBIT A", and subject to the conditions of approval of
Planning Commission Motion No. 18765, which are amended by this approval and are incorporated
herein by reference as though fully set forth, on file in Case Docket No. 2007.0456X.

The actions contemplated in this Motion do not constitute a project under the California Environmental

Quality Act (“CEQA”), CEQA Guidelines (California Code of Regulations Title 14) Sections 15378 (b)(4)

and 15378(b)(5) because it merely creates a government funding mechanism that does not involve any

commitment to a specific project and is an administrative activity of the government with no physical
impact.

APPEAL AND EFFECTIVE DATE OF MOTION: Any aggrieved person may appeal this Downtown
Project Authorization to the Board of Appeals within fifteen (15) days after the date of this Motion. *
The effective date of this Motion shall be the date of this Motion if not appealed OR the date of the
decision of the Board of Appeals if appealed to the Board of Appeals. For further information, please
contact the Board of Appeals in person at 1650 Mission Street, Room 304 or call (415) 575-6880.

I hereby certify that the foregoing Motion was ADOPTED by the Planning Commission at its regular
meeting on October 16, 2014.

Jonas P. Ionin

Commission Secretary

AYES: Wu, Antonini, Fong, Hillis, Johnson, Riéhards,
NOES:

ABSENT: Moore

~ ADOPTED:  October 16,2014 -

SAN FRANCISCO ’ : : ) 11
PLANNING DEPARTMENT .

307



Motion 19262 ' CASE NO. 2014.1399WX
Hearing Date: October 16, 2014 ' 181 Fremont Street .

EXHIBIT A

AUTHORIZATION

This authorization is modify the previous approval granted by Motion No. 18765 to eliminate the
requirement of on-site affordable dwelling units and to enable the payment of an in-lieu contribution
toward the development of affordable housing in the Transbay Redevelopment Plan Project Area, in
association with a previously-approved project to demolish an existing three-story building and an
existing two-story building, and to construct a 52-story building reaching a roof height of approximately
700 feet with a decorative screen reaching a maximum height of approximately 745 feet and a spire
reaching a maximum height of apprdximately 800 feet, containing approximately 404,000 square feet of
office uses, approximately 74 dwelling units, approximately 2,000 -square feet of retail space, and
approximately 68,000 square feet of subterranean area with off-street parking, loading, and mechanical
space, as well as a bridge to the future elevated City Park situated on top of the Transit Center, at a
Project Site located within the C-3-O(SD) (Downtown Office, Special Development) District, the 700-5-2
Height and Bulk District, the Transit Center C-3-O(SD) Commercial Special Use District, and the
Transbay C-3 Special Use District, in general conformance with plans dated December 6, 2012 and
stamped "EXHIBIT B" included in the docket for Case No. 2007.0456X, subject to the conditions of
approval reviewed and approved by the Commission on December 6, 2012 under Motion No. 18765, as
amended by the Planning Commission on October 16, 2014 under Motion No. 19262. This authorization
and the conditions contained herein run with the property and not with a particular Project Sponsor,
business, or operator.

RECORDATION OF CONDITIONS OF APPROVAL , : ,

Prior to the issuance of the building permit or commencement of use for the Project the Zoning
_ Administrator shall approve and order the recordation of a Notice in the Official Records of the Recorder
of the City and County of San Francisco for the subject property. This Notice shall state that the project is
. subject to the conditions of approval contained herein and reviewed and approved by the Planning
Commission on December 6, 2012 under Motion No. 18765, as amended by the Planning Commission on
October 16, 2014 under Motion No. 19262.

PRINTING OF CONDITIONS OF APPROVAL ON PLANS

The conditions of approval under the 'Exhibit A' of this Planning Commission Motion No. 19262 shall be
reproduced on the Index Sheet of construction plans submitted with the Site or Building permit
application for the Project. The Index Sheet of the construction plans shall reference to the Planning Code
Section 309 Downtown Project Authorization and any subsequent amendments or modifications.

SEVERABILITY ' :

The Project shall comply with all applicable City codes and requirements. If any clause, sentence, section
or any part of these conditions of approval is for any reason held to be invalid, such invalidity shall not
affect or impair other remaining clauses, sentences, or sections of these conditions. This decisjon conveys

SAN FRANCISCO 12
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no right to construct, or to receive a building permit. “Project Sponsor” shall include any subsequent
responsible party. '

CHANGES AND MODIFICATIONS
Changes to the approved plans may be approved administratively by the Zoning Administrator.
Significant changes and modifications of conditions shall require Planning Commission approval of a
new Planning Code Section 309 Downtown Project Authorization.

Conditions of Approval, Complianée, Monitoring, and Reporting
PERFORMANCE

1. Additional Project Authorization. The Project Sponsor must obtain ap,p'rbval from the Board of

Supervisors for a Development Agreemerit between the Project Sponsor and ‘the City and Couity of San

Francisco to exempt the Project from the requirements of Section 249.28 to provide affordable dwelling

units on-site, and to enable the payment of an in-lieu fee from the Project Sponsor to OCII for the

development of affordable housing in the Redevelopment Plan Area. Consequently, this approval is
conditioned upon a final and effective Development Agreement under which the Project Sponsor has
complied with all of its terms. Failure to satisfy this condition shall result in the Project Authorization
reverting to the project authorization in Planning Commission Motion 18765 dated December 6, 2012.

For information about compliance, contact the Planning Department at 415-558-6378, www.sf-planning.org

PROVISIONS o L R e S

2. Affordable Units. Condition #36 within Exhibit A of Motion No. 18765, requiring that the Project

provide 15% of the dwelling units as affordable to qualifying households, shall no longer apply to the

Project. The Project Sponsor shall contribute an in-lieu fee to the Office of Community: Investment and
- Infrastructure (“OCI”) for the creation of affordable housing opportunities within the Tfansbay

Redevelopment Plan Project Area, in accordance with the terms of the proposed Development

Agreement between the Project Sponsor and the City and County of San Francisco.

For information about compliance, contact the Planning Department at 415-558-6378, www.sf-planning.org

SAN.FRANCISCO 1 3
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Planning Commission Resolution 19261

Development Agreement

Date:

Case No.:

Project Address:
* Project Site Zoning:

HEARING DATE: OCTOBER 16, 2014

October 2, 2014

2014.1399WX

181 Fremont Street . .

C-3-O (SD) (Downtown, Office: Special Development)
700-5-2 Height and Bulk District

Transit Center C-3-O (SD) Commercial Special Use District

. Transbay C-3 Special Use District

Block/Lot:
Project Sponsor:

Staff Contact:

3719/010, 011 (181 Fremont Street)
Janette D’Elia

c/o Jay Paul Company, LLC

Four Embarcadero Center, Suite 3620
San Francisco, CA 94111

Kevin Guy - (415) 558-6163
kevin.guv@sfgov.org

- 1650 Mission St.

Suite 400
San Francisco,
CA 84103-2479

Reception:
415.558.6378

Fax:
415.558.6409

Planning .
Information:
415.558.6377

RESOLUTION OF THE PLANNING COMMISSION RECOMMENDING THAT THE BOARD OF -
SUPERVISORS APPROVE THE DEVELOPMENT AGREEMENT BETWEEN THE CITY AND
COUNTY OF SAN FRANCISCO AND 181 FREMONT STREET LLC FOR CERTAIN REAL
PROPERTY LOCATED AT 181 FREMONT STREET (LOTS 010 AND 011 IN ASSESSOR’S BLOCK
3719), ALTOGETHER CONSISTING OF APPROXIMATELY 15,313 SQUARE FEET, AND MAKING
GENERAL PLAN PLANNING CODE SECTION 101.1(b) FINDINGS.

RECITALS

1 WHEREAS, California Government Code Section 65864 et seq. authorizes any city, county, or city
and county to enter into an agreement for the development of real property within the jurisdiction of
the city, county, or city and county.

2. -WHEREAS, Chapter 56 of the San Francisco Administrative Code sets forth the procédure by which
any request for a Development Agreement will be processed and approved in the City and County of

San Francisco.

www.sfp!anning.ofg
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3. 'WHEREAS, 181 Fremont Street LLC ("Project Sponsor") owns the real property located in the City
and County of San Francisco, California located at 181 Fremont Street (Lots 010 and 011 in Assessor's’
Block 3719) altogether consisting of approximately 15,313 square feet ("Project Site").

4. WHEREAS, On December 6, 2012, the Planning Commission (“Commission) conducted a duly
noticed public hearing at a regularly scheduled meeting and approved a Downtown Project
Authorization and Requests for Exceptions pursuant to Planning Code Section (“Section”) 309
(Motion No. 18765), an allocation of office space pursuant to Sections 320 through 325 (Annual Office
Development Limitation Program (Motion No. 18764), and findings regarding shadow impacts to
Union Square (Motion No. 18763), in connection with a proposal to demolish an existing three-story
building and an existing two-story building, and to construct a 52-story building reaching a roof

" height of approximately 700 feet with a decorative screen reaching a maximum height of
approximately 745 feet and a spire reaching a maximum height of approximately 800 feet, containing
approximately 404,000 square feet of office uses, approximately 74 dwelling units, approximately
2,000 square feet of retail space, and approximately 68,000 square feet of subterranean area with off-
street parking, loading, and mechanical space, located at the Project Site, within the C-3-O (SD)
(Downtown Office, Special Development) District, the 700-S-2 Height and Bulk District, the Transbay
C-3 Special Use District, and the Transit Center C-3-O(SD) Commercial Special Use District. At the
same hearing on December 6, 2012, the Zoning Administrator indicated an intent to grant a requested
Variance from Section 140 to allow dwelling units on the north, east, and south portions of the
proposed building without the required dwelling unit exposure. On March 15, 2013, the Zoning
Administrator issued a Variance Decision Letter formally granting the requested Variance
(collectively, “Project”, Case No. 2007.0456EBKXV). A site permlt has been issued for the Project, and
the building is currently under construction.

5. WHEREAS, The environmental effects of the original Project were determined by the Department to
have been fully reviewed under the Transit Center District Plan Environmental Impact Report
(hereinafter “EIR”).- The EIR was prepared, circulated for public review and comment, and, at a
public hearing on May 24, 2012, by Motion No. 18628, certified by the Commission as complying with
the California Environmental Quality Act (Cal. Pub. Res. Code Section 21000 et seq., (hereinafter
“CEQA”). The Commission has reviewed the Final EIR, which has been available for this
Commissions review as well as public review.

6. WHEREAS, The Transit Center District Plan EIR is a Program EIR. Pursuant to CEQA Guideline
15168(c)(2), if the lead agency finds that no new effects could occur or no new mitigation measures
would be required of a proposed project, the agency may approve the project as being within the
scope of the project covered by the program EIR, and no additional or new environmental review is
required. In approving the Transit Center District Plan, the Commission adopted CEQA Findings in
its Motion No. 18629 and hereby incorporates such Findings by reference.

7. WHEREAS, State CEQA Guidelines Section 15183 provides a streamlined environmental review for
projects that are consistent with the development density established by existing zoning, community
plan or general plan policies for which an EIR was certified, except as might be necessary to examine
whether there are project-specific effects which are peculiar to the project or its site. Section
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15183 specifies that examination of environmental effects shall be limited to those effects that (a) are
peculiar to the project or parcel on which the project would be located, (b) were not analyzed as
significant effects in a prior EIR on the zoning action, general plan or community plan with which the
project is consistent, (c) are potentially significant off-site and cumulative impacts which were not
discussed in the underlying EIR, or(d) are previously identified in the EIR, but which are determined
to have a more severe adverse impact than that discussed in the underlying EIR. Section 15183(c)
specifies that if an impact is not peculiar to the parcel or to the proposed pro;ect then an EIR need not
be prepared for that project solely on the basis of that impact. '

WHEREAS, On November 9, 2012, the Department determined that the application for the original
Project did not require further environmental review under Section 15183 of the CEQA Guidelines
and Public Resources Code Section 21083.3. The Project was consistent with the adopted zoning
controls in the Transit Center District Plan and was encompassed within the analysis contained in the
Transit Center District Plan Final EIR. Since the Transit Center District Plan Final EIR was finalized,
there were no substantial changes to the Transit Center District Plan and no substantial changes in
circumstances that would require major revisions to the Final EIR due to the involvement of new
significant environmental effects or an increase in the severity of previously identified significant
impacts, and there is no new information of substantial importance that would change the
conclusions set forth in the Final EIR. The file for this Project, including the Transit Center District
Plan Final EIR and the previously isstied Community Plan Exemption certificate, is available for
review at the San Francisco Planning Depai-mment, 1650 Mission Street, Suite 400, San Francisco,

" California.

10.

.WHEREAS, Pursuant to the requirements of the Transbay C-3 Special Use District (“SUD”) contained

in Section 249.28, a minimum of 15% of the dwelling units in the Project would have been required to
be affordable to, and occupied by, qualifying persons and families as defined by the Transbay
Redevelopment Plan.

WHEREAS, The Transbay Redevelopment Plan requires that, in accordance with State law (Public
Resources Code Section 5027.1), at least 35% of all new housing within the Project Area be affordable

- to low- and moderate-income households. It is anticipated that this goal will be achieved through a

11.

. combination of constructing stand-alone affordable housing projects, increasing affordable housing

requirements for development of the publicly-owned parcels in “Zone 1”7, and requiring on-site
affordable units for developments on privately-owned parcels containing residential uses.

WHEREAS, The Office of Community Investment and Infrastructure (OCII), in consultation with the
Mayor’s Office of Housing and Commumty Development (MOHCD), has analyzed the implications
of applying the on-site requirement of the SUD to the Project. The units within the Project are
relatively large, and are situated within the uppermost floors of the tower with abundant views.

Given these characteristics, the 11 affordable units within the Project would need to be steeply
discounted compared with the market-rate units. In addition, it is estimated that the homeowner’s
association (“HOA") fees for these units will likely exceed $2,000 per month. These HOA fees would
impose a substantial financial burden on residents whose income levels would allow them to qualify
for an affordable unit within the Project. Therefore, OCII and MOHCD staff have concluded that the
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resources necessary to creaté affordable units within the Project could be better leveraged to create

. other affordable housing opportunities elsewhere in the Redevelopment Plan Area.

12,

14.

15,

16.

17.

18.

WHEREAS, On September 18, 2014, Janette D'Elia, acting on behalf of the Project Sponsor applied
for a Downtown Project Authorization, pursuant to Section 309, in order to amend the conditions of
approval for the previously-granted Downtown Project Authorization (Motion No. 18765) to enable
the payment of an in-lieu fee toward the development of affordable housing in the Transbay
Redevelopment Project Area. In addition the Project Sponsor proposes to enter into a Development
Agreement (pursuant to Chapter 56 of the San Francisco Administrative Code) to exempt the Project
from the requirements of Section 249.28 to provide affordable dwellmg units on-site (collectively,
Case No. 2014.1399WX).

. WHEREAS, The proposed Development Agreement would exempt the Project from the requirements

of Section 249.28 to provide affordable dwelling units on-site. If the Development Agreement is
approved by the Board of Supervisors, the Project Sponsor would contribute $13.85 million toward

‘the development of affordable housing in the Redevelopment Plan Area. OCIHI staff estimates that this

fee would be capable of creating approximately 69 affordable housing units, a net gain of 58
affordable units compared to the 11 affordable uruts that would be provided within the Project. For
comparative purposes, if the Project Sponsor were to pay the in-lieu affordable housmg fee
established in the Planmng Code, the fee amount Would be approximately $5.5 million.

WHEREAS, Because the City is entering into a Development Agreement with the Project Sponsor
addressing, among other issues, the amount of the Project Sponsor’s affordable housing contribution,
this Project is consistent with Charter Section 16.110(h)(1)(B)(i) (adopted as part of the Housing Trust
Fund, Proposition C, November 6, 2012). '

WHEREAS, The Planning Commission hereby finds, for the reasons set forth in Motion No. 19262
(Case No. 2014.1399X, Downtown Project Authorization), that the Development Agreement and
related approval actions are, on balance, consistent with the General Plan including any area plans,
and are consistent with the Planning Code Priority Policies of Planning Code Section 101.1(b)

WHEREAS, The Department is accountmg for all costs of reviewing the Development Agreement
and preparing all necessary materials for the associated public hearing. The Director recommends
that the Developer be required to pay to the City all of the City's costs in preparing and negotiating
the Development Agreement, including all staff time for the Planning Department and the City
Attorneys' Office. '

WHEREAS, The Director has scheduled and the Commission has held a public hearing on October
16, 2014, as required by Administrative Code Section 56.4(c). The Planning Department gave notice as
required by Planning Code Section 306.3 and mailed such notice on September 26, 2014, which is at
least 10 days before the hearing to local public agencies as qumred by Administrative Code Section
56.8(b).

WHEREAS, The Commission has had available to it for its review and consideration studies, case
reports, letters, plans, and other materials pertaining to the Project contained in the Department’s case-
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files, and has reviewed and heard testimony and received materials from interested parties durmg
the public hearings on the Project. ‘

- NOW, THEREFORE BE IT RESOLVED THAT, the Commission finds, based upon the entire Record, the
submissions by the Applicant, the staff of the Department, and other interested parties, the oral testimony
presented to the Commission at the public hearing, and all other written materials submitted by all parties,
that the public necessity, convenience and general welfare require that the Development Agreement to
exempt the Project from the requirements of Section 249.28 to provide affordable dwelling units on-site, and
to enable the payment of a fee toward the creation of other affordable housing opportunities elsewhere in
the Redevelopment Plan Area, as proposed in Application No. 2014.1399W; and,

The actions contemplated in this Resolution do not constitute a project under the California Environmental
Quality Act (“CEQA”), CEQA Guidelines (California Code of Regulations Title 14) Sections 15378 (b)(4) and

' 15378(b)(5) because it merely creates a government funding mechanism that does not involve any
commitment to a specific project and is an administrative activity of the government with no physical
impact.

BE IT FURTHER RESOLVED THAT, the Planmng Commission recommends the Board of Superv:lsors
approve the proposed Development Agreement.

" I hereby certify that the foregomg Resolution was ADOPTED by the Planning Commission at its regular
.meeting on Cctober 16, 2014.

Jonas P. Ionin

Commission Secretary
AYES: Wu, Antonini, Fong, Hillis, Johnson, Richards,
NOES:

ABSENT: Moore

ADOPTED: October 16, 2014
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' o - " Meeting of October 10, 2014
MEMORANDUM
TO: Community Investment and Tnfrastructure Commissioners
.FROM: "Tiffany Bohee
) . Executive Director

SUBJECT:* Conditionally approving a variation to.the Transbay Redevelopment Plan’s on-

’ site affordable housing requirement as it applies to the mixed-use ptoject at 181

. Fremont Street, subject to apprdva.l by the Board of Supervisors of the City and

County of San Francisco in its capacity as legislative body for the Successor

Agency to the San Francisco Redevelopment Agency, and authorizing the

acceptance of a future payment of §13.85 million to the Successor Agency for

use in fulfilling its affordable housing obhgatlons in the PrOJect Area, Trausbay
Redevelopment PIO_] ect Area

EXECUTIVE SUMMARY

. 181 Fremont is a mxxed—use high-rise development pro; ject (the “Project™) ] Iocated in Zone Two
of the Transbay Redevelopment Project Area (“Project Area”) that is being developed by Jay
Paul Company (the “Developer”). The Project’s 74 residential units are located on the upper 15
" floors of the 52-story tower, which is approximately 700 feet in height. The Developer estimates

that the homeowner association ( ‘HOA™) fees for these mits will hkely exceed $2000 per month
upon initial sales : :

At 1ts meeting on September 12, 2014, the Comm1ss1on continued jts consideration of the
resolution of a variation to the Traisbay Redevelopment Plan’s on-site affordable housing
reqiiirement relative to the Project (the “Variation Request”); the resolution includes a condition
that the Developer contributes $13.85 million toward the development of affordable housing in
the Project Area. As more fully €xplained in the Comimission Memorandum for the September
12, 2014 meeting attached to this memorandum as Exhibit A, the primary basis for the variation -
request was that the on-ite requirement would create difficulties for maintaining the
affordability of the Project’s 11 on-site, below-market-rate (“BMR”) units because the HOA
fees, already high in such- developments, will likely increase over tnne such that the ongmalj-
homebuyers would not be able to afford the payments,

In consulenng the. IBSOhlthD, the Commlssmn expressed concems about not giving BMR
- homebuyers the opportunity to purchase units in the Project despite the high HOA fees, setting a
precedent for other housing projects, and the timing of the market analysis undertaken by The
Concord Group (“TCG”) fo calculate the $13.85 million contribution from the Developer. . To
that end, staff worked with Mayor’s Office of Housing and Commumty Development
(“MOHCD”) and TCG to obtain additional information for the Commission’s consideration. In
sum, this information shows that; 1) the high HOA fees detract. from many of the benefits of
homeownership and put both the BMR homebuyess and units at risk; 2) approval of the varjation
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and acceptance of the Developer’s contribution is consistent with MOHCD’s city-wide practice
of allowing for either an in-lien payment or construction of off-site BMR units, instead of on-site
BMR units, except that in this case the payment is significantly higher than the standard in-lieu
payment and it must be used in the Project Area; (3) the variation is based on unique
characteristics of the Project and will not set a precedent; and (4) TCG’s analysis is still valid
because there does not appear to have been as much movement in the high end of the real estate
market (where the Project is valued), any potennal increases in the value of the market-rate units
could potentially be mitigated by increases in the BMR units resul’ung from -rising median
" incomes, and while it is 1mposs1ble to know what the exact sales - prices will be at the time the
units will be sold, TCG’s analysis is a reasonable estimate of the opportunity cost between the
market rate and BMR units.

Staff recommends conditio‘nally approving a variation to the Redevelopment Plan’s on-site
affordable housing requirement as it applies to the mixed-use project at 181 Fremont Street,
"subject to approval by the Board of Supervisors in its capacity as legislative body for OCIH, and
authorizing the acceptance of a future payment of 813.85 million to OCI for use in fulﬁllmg ifs .
affordable housing obligations in the Project Area.

. DISCUSSION

Impact of High HOA Fees on BMR Buyers and Units

. At the hearing of September 12,- 2014, thé Commission expressed concerns about not giving
BMR homeowners the opportunity to purchase a unit in the Project, even with HOA fees that are
‘expected to be in excess of $2,000 per month. In response, staff conferred with the MOHCD on
its policies and practices relative to BMR units and whether, given the unique characteristics of
_ the Project, MOHCD would recommend that the BMR units remain on-site. Because the Project
is located in Zone 2, MOHCD is the public agency responsible for apphcauon of the City’s
Inclusionary Affordable. Housmg Program to, the Project and enforcement of the long-term
affordability of the BMR units in the Project. As further detailed in an email dated September 23,
2014 from Maria Benjamin, Director of Homeownershlp and Below Market Rate Programs for
MOHCD (attachéd as Exhibit B), MOHCD is in support of the Variation Request because-of the
. impacts that the high HOA fees would hkely have on the BMR homebuyers and the umts
themselves, mcludmg

e The HOA fees would be a disproportionately large porhon ofa homebuyer s monthly
housing cost (approximately 84%), and would severely limit the size of a mortgage
the homebuyer could carry and the mortgage interest tax deductlon, which is a
significant benefit of homeownership;

o With HOA fees as a dlsproportlonately large amount of their housing costs, an
inclusionary BMR homeowner is at increased risk. HOA fees have historically’
increased more than inflation. Wealthier market-rate homebuyers, assuming they
carry a mortgage, are impacted proportionally less by increasing HOA fe&s, and may
have less indentive to control higher HOA fees;

. o BMR unit sales prices would be artificially low (well below $100 ,000) due to the
extremely high HOA fees, resulting in 4 small first mortgage for the BMR homebuycr_(
and creating a risk to the BMR homebuyer that a predatory lender would attempt to
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make a second mortgage after the initial sale, since the low first mortgage creates the

" . erroneous appearance that the BMR homebuyer has significant equity available tobe .

captured through an infeasible second mortgage or home equity lme of credit. This
. would increase the risk of foreclosure on the BMR wnit; - .
‘v A verylow first mortgage on the BMR unit severely limits the homebuyer s future
ability to recoup at sale the money paid down on housing costs over time. Instead, .
- the majority will have been paid toward HOA fees; and
+ The BMR homeowner’s higher risk also tranislates to the unit 1tself. I the umt falls
- into foreclosure, it has the potenmal to be lost ﬁ‘om MOHCD’s affordable portfolio.

Precedence Set by Vanaﬁon and Impact of Affordable Housing Payment

At the hearmg, the Commission also expressed concerns about setting a precedent for other ,
housing projects. The on-site requirement is unique to the Project Area, and was put into place
in order to comply with the requirement under Section-5027.1 of the California Public Resources
Code (Assembly Bill 812) that 35% of the residential units in the Project Area be available to
low and moderate income households (the “Transbay Affordable Housing Obligation™), which -

- 'was finally and conclusively determined by the Department of Finance to-be an enforceable

obligation. It was also incorporated into the Redevelopment Plan and the Implementation

Agreement. It is highly unlikely likely that approval of the Variation Request would set a

* precedent in the Project Area given the unique aspects of the Project, namely that: (1) it is the .

only approved or proposed mixed-use office and housing development within the Project Area;

(2) it has the smallest number of residential units of any high rise development in-the Project
Area; and (3) its remdentxal units are located on-the upper 15 ﬂoors of the 52-story tover.

In this particular instance, approval of the Variation Request and acceptaiice of the DeveIOper s
contribution would subsidize many more units than would have been delivered on site. Inmally
" staff estimated that up to 55 stand-alone affordable housing units on publicly-owned parcels in -
the Project Area could be funded. This was based on an assumption of $250,000 per unit in
-OCH subsidy. However, baséd on a review of stand-alone affordable projects underway in'the
"Project Area, the majority of which are rental, the OCII ‘subsidy could be reduced to $200,000
for a rental project. For. example, the project sponsor for Transbay Block 8 (Related California .
and Tenderloin Neighbortiood Development Corporation) is required to develop a stand-alone
affordable housing proj ject that requires no more than $200,000 per unit in OCII subsidy.
Therefore if OCII were to use the $13.85 million payment in a pmject with subsidy cap such as
Block 8, the payment could subsidize over 69 affordable units, a net increase of 58 over the 11
units f]Jat would be generated by the Project on site, which would 51gu1ﬁcanﬂy assist OCII in
fulfilling the Transbay Affordable Housmg Obhgatlon

The Comm1ss10n s approval of the Variation Request and acceptance of the Developer s
contribution would also be consistent with City’s Inclusionary Affordable Housing Program that
allows developers tofulfill BMR obligations off-site or pay an in-lieu housing fee, in place of
including BMR units on site. However under the City’s policy, the in-lieu housing fee is
. caloulated on thie difference between the estimated cost to construct a similarly sized unit and the
" maximum BMR purchase price. If the Project were subject to the City’s policy, the Developer
* would pay approximately $5.5 million to the City, which would be used by MOHCD to fund
. affordable housing elsewhere in the City. Under the proposed Variation Request and $13.85
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million peymeni, the paymerit of $13.85 million is based on the Developer’s own opportunity
cost to build those units on site, resulting in a payment that is over two and a half times the
_ City’s in-lieu fee amount

Timing of TCG Market A'nalﬂis

The' Commission also inquired abouf. whether the. $13.85 million contribution from the

Developer is reflective of today’s real estate valués, given the price increases that have occurred

since the TCG analysis was completed in November 2013. . Tim Comnwell of TCG explained that

it is difficult to say how much real variation there would be in the values since the analysis was
oompleted, for a number of reasons:

e The Project is unique, and there is a very limited set of comparable properties. ‘While

: there has been evidence of significant activity and price increases in the middle of the

- market, there has been less evidence at the high end of the market. It is therefore difficult
) to say how much, if any, the values for this Project increased over the last year;

. e The value of the BMR tnits may change in the near future, as median incomes are
expected to rise. Such increases in value could mmgate any increases in value for the
market-rate units; and

o The analysis is based on a development that doesn’t yet exist, ata certain ﬁxed point in
time. It is not possible to know exactly what the market dynamics will be at the pomt the
" imits in the Project are sold. .

. Mr, Comwell concluded that, given the above consideration, TCG’s analysis is still valid.

CALIFORNIA ENVIRONMENTAL QUALITY ACT

The Commission’s approval of the Variation Request does not compel any changes in the PI‘OJCCt

that the Planming Commission previously approved. Rather, approval of the Variation Request
" merely authorizes Planning Commission and Board of Supervisors to consider a future action
- that would remove the On-Site Requirement from the Project. Thus, approval of the Variation
Request and authorizing the future acceptance of $13.85 million for the Transbay Affordable
Housing Obligation does not constitute a project undér the California Environmental Quality Act
(“CEQA”), CEQA Guidelines (California Code of Regulations Title 14) Section 15378 (b)(4)
because it merely creates a government fundmg mechanism that does not mvolve any
commltment to a specific project.

STAFF RECOMMENDATION :

Staff recomnmends conditionally approving a vanauon to the Redevelopment Plan’s On-Site
Requirement as it applies to the mixed-use project at 181 Fremont Street; subject to approval by
the Board of Supervisors in its capacity as legislative body for OCII, and authorizing the
acceptance of a future payment of $13.85 mﬂhon to OCII for use in fulfilling the Transbay
Affordable Housing Obligation. .
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- (Originated by Christine Maher, Senior Development Specialist; and
* Courtney Pash, Acting Transbay Project Manager)

ExhibitA: Commission Memorandum of September 12, 2014
Exhibit B: .. Email from Maria Benjamin, Director of Homeownership dnd Below
' Market Rate Programs for MOHCD, dated September 23,2014 -
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. . . ' Meeting of September 12, 2014
MEMORANDUM |
TO: Commuﬁity Investment and Infrastructure Commissioners

FROM: Tiffany Bohee
Executive Director

SUBJECT: Conditionally approving a variation to the Transbay Redevelopment Plan’s on-
_ site affordable housing requirement as it applies to the mixed-use projéct at 181

Fremont Street, subject to approval by the Board of Supervisors of the City and

County of San Francisco in its capacity as legislative body for the Successor

Agency fo the San Francisco Redevelopment Agency, and authorizing the

acceptance of a future payment of $13.85 million to the Successor Agency for

.use in fulfilling its affordable housing obligations i m the Progect Area, Traosbay- -
Redevelopment Project Area

: EXECUTIVE SUMMARY

Assembly Bill 812 requxres that a total of 35% of the residential units in the Transbay
Redevelopment Project Area (“Project Area”) be available to low- and ‘moderate-income
households. The Redevelopment Plan for the Project Area (“Redevelopment Plan™) and several
enforceable obligations would fulfill this requirement through the combination of stand-alone
and inclusionary housing in the Project Area. Both the Redevelopment Plan and the Planning
Code require that all housing developments within the Project Area contain a minimum of 15%
on-site affordable housing. Approval of'} proJects on designated development blocks located in
Zone One of the Project Area are under the purview of OCII; approval of projects in Zone Two
- are under the purview of the Planning Deparhnent, pursuant to the " San Francnsco Planmng
" Code.

181 Fremont is a mixed-use, high-rise development project (the “Pro_}ect’ ?) located in Zone Two
of the Pro]ect Area that is being developed by Jay Paul Company (the “Developer”). The
Project, which is currently under construction, was approved by the Planning Commission on
December 6, 2012. The Project is unique in that: (1) it is the only approved or proposed mixed-
use office and housing development within the Project Area; (2) it has the smallest number of
residential nnits of any high rise development in the Project Area; and (3) its residential units are
located on the upper 15 floors of the 52-story tower, which is approximately 700 feet in height.

The Developer maintains that given these unique characteristics, the requirement to include the
affordable units on-site will create practical difficulties for maintaining the affordability of the
" units because the homeowners association fees, already high in such developments, will likely
increase over time such that the original residents would not be able to afford the payments and-
thus create an undue hardship for both the Developer. and the future owners of the affordable
ugits. The Developer estimates that the homeowner association fees will likely exceed $2000°

‘per.month, : ) .
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The Developer has therefore asked the Office of Community Investment and Infrastrocture .
(“OCII), as the successor agency to the San Francisco Redevelopment Agency, to grant a
variation from the Redevelopment Plan requirement for on-site affordable housing that would
allow the Planning Commission to consider the conversion of the 11 on-site affordable units to
market-rate units, on the condition that the Developer contributes $13.85 million toward the
development of affordable housing in the Project Area.

The Redevelopment Plan gives the Commission the ability to grant a varation from this
requirement if: (1) enforcement otherwise result in practical difficulties for development creating
undue hardship for the property owner; (2) enforcement would ‘constitute an unreasonable
limitation beyond the intent of the Plan, the Design for Development or the Development
Controls and Design Guidelines; and (3) there are unique physical constraints or other
extraordinary circumstances applicable to the property. The Redevelopment Plan also gives the
Commission the authority to condition its approval of a variation as necessary to secure the goals
of the Redevelopment Plan and related documents. -

Staff has analyzed the Developer’s. request, and made findings as required by the Rcdevelopment
~ Plan that: (1) enforcement of the on-site housing requirement creates practical difficulties for

maintaining the affordability of the units, thereby creating undue hardship for the Developer, the
futore homeowners, and the Mayor’s of Housing Commmunity Development; (2) this hardship
constitutes:an unreasonable limitation beyond the infent of the Redevelopment Plan to create
-affordable housing for the longest feasible time, as required under. the Community
Redevelopment Law; and (3) extraordinary circumstances, in particular the small number of for=
sale units at the top of the high-rise tower, apply to the Project. Additionally, the $13.85 million
affordable housing fee, which was determined based on a market analysis by a real estate
economics firm retained by OCII, can be used to subsidize the equivalent of up to 55 stand-alone
affordable housing units on publicly-owned parcels in the Project Area and thus significantly
assist OCII in ﬁﬂﬁ]]mg the 35% affordable housing requirement. '

As requn'ed by Board of Supervisors Ordinance No. 215-12, the Commission’s approval of the

Variation Request would be subject -to approval by the Board of Supervisors of the City and
- County of San Francisco (“Board of Supervisors™), in its capacity as legislative body for OCI,
because it constitutes a material change to OCII’s affordable housing program. Additionally,
because the Pro;ect is located in Zone Two of the Project Area, the Planning Commission and
Board of Supervisors will consider approvmg a development agreethent with thc Developer that
is consistent with this action.

Staﬁ" recommends cona'monally approving a vanatlon to the Redevelopment Plan's on-site
affordable housing requirement as it applies to the mixed-use project at 181 Fremont Street,
subject to approval by the Board of Supervisors in its capacity as legislative body for OCII, and
" authorizing the acceptance of a future payment of $13.85 million to OCII for use in ﬁzlﬁllzng its
aﬁbrdable housing oblzgatzons in the Prolect Area.
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BACKGROUND

Transbax Affordable Housing Obhgatmn

Assembly Bill 812, enacted by the Cahfonna Legislature in 2003 and codified at California
Public Resources Code §5027.1, mandates that a total of 25% of the residential units in the
. Project Area be available to low income households, and an additional 10% be available to
moderate income houscholds (the “Transbay Affordable Housing Obligation”), for a-total of
35% affordable housing units. This Transbay Affordable Housing Obligation is expected to
generate approximately 1,200 affordable units through a combination of units within market rate

buildings, or inclusionary units, and stand-alone 100% affordable projects to be bmlt on pubhcly

owned properties.

In order to comply with the Transbay Aﬂ'ordable Housing Obhgatlon, the Redeve10pment Plan,

at Section 4.9.3, and the San Francisco Planning Code, at Section 249.28(b)(6), require that all-

“housing developments within the Project Area contain a minimum of 15% on-site-affordable
housing (the “On-Site Requirement”). Neither the Redevelopment Plan nor the Planning Code
authorizes off-site affordable housing construction or an “in-lieu” fee payment as an altematlve
to the On—Sxte Regquirement in the Pro;ect Area. ,

Variation Regmrements

The Redevelopment Plan provides a procedure and standards by which certain of its

requirements, including the On-Site Requirement, may be waived or modified. Section 3.5.5 of
of the Redevelopment Plan gives the Commission the ability to grant a variation from the
* Redevelopment Plan, the Development Controls and Design Guidelines, or the Planning Code
where enforcement would otherwise result in practical difficulties for development creating
undue hardship for the property owner and constitute an unreasonable limitation beyond the
intent of the Plan, the Design for Development or the Development Controls and Design
. Guidelines. Section 3.5.5 also states that variations can only be granted by the Commission
because of unique physical. constraints or other extraordinary circumstances applicable to the
- property, and that the Commission shall condition the variation as necessary to secure the goals
of the Redevelopment Plan, the Design for Development and the Development Controls-and
Des1g11 Guidelines. . .

181 Fremont MixedaUse Project

On December 6, 2012, the Planning Commission issued approvals for the Project at 181 Fremont
Street in Zone 2 of the Project Area. The Project'is a 52-story (approximately 700 feet tall),
containing approximately 404,000 square feet of office uses, approximately 74 for-sale units on
the highest 15 floors of the tower, approximately 2,000 square feet of retail space, and

approximately 68,000 square feet of subterranean area with off-street parking, In compliance

with the On-Site Requirement of the Redevelopment Plan and Planning Code, the Project
approvals require that 11 of the 74 units be available to moderate income households earning
100% of atea median income. The Project’s developer estimates that the homeowners
association fees for the residential units will exceed $2,000 per month.
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DISCUSSION

Variation Regues a

The Developer of the Project has requ&sted a vanatmn from the On-Site Reqmrement that would
* allow for the conversion of the 11 on-site affordable units to market-rate units (see Exhibit A, the

“Variation Request). In the Variation Request, the Developer explained that the Project was
unique in that (1) it is the only approved or proposed mixed-use office and housing development
. within the Project Area, (2) it has the smallest number of residential units of any high rise
~ development in the Project Area, and (3) its 74 residential units are located on the upper 15
floors of an approximately 52-story tower. The Variation Request concludes that the application
* of the On-Site Requirement to the Project creates “practical difficulties for maintaining the
. affordability of the units because homeowners association (“HOA”™) fees, already high in such
developments, will Iikely increase such that the original residents would not be able to afford the .
payments” and thus “creates an undue hardship for both the Project Sponsor and the owners-of
the inclusionary housing units.”” Finally, the Variation Request proposes that OCII grant a
variation on the condition that the Developer contributes $13.85 million toward the development
. of affordable housing in the Project Area, in order fo ensure that the conversion of the 11
inclusionary- units to market-rate units does not adversely aﬂ'ect OCII’s compliance with the
_Transbay Affordable Housmg Obligation.

Analysis of the Variatién Re.guest '

As noted above, the Commission can authorize a variation from the On-Site Requirement if the
following findings.can be made: (1) enforcement of the Off-Site Requirement would result in
practical difficulties for development creating undue hardship - for- the property owner; (2)
enforcement of the Off-Site Requirement would constitute an unreasonable limitation beyond the
intent of the Plan, the Design for Development or the Development Controls and Design
" Guidelines; and (3) there are unique physical constramts or other exiraordmary circumstances
* applicable to'the property

Practi cal Difficulties/Undue Hardshi

Given the unique nature of the Project, in particular the affordable units at the top of a high-rise
tower,. the On-Site Requirement creates practical difficulties for the Project, as well as undue
hardships for the future owners of the inclusionary below-market-rate units (‘BMR Owners”),
and the Mayor’s Office of Housing and Community Development (“MOHCD”), as the housing
successor responsible for enforcmg the long-term affordability restrictions on ﬂle units, as
follows:

1) HOA fees pay for the costs of operating and maintaining the common areas and facilities
of a condominium project and, per state law, generally must be allocated equally among
all of the units subject to the assessment (Cal. Code Reg,, title 10, § 2792.16 (a)). HOA
fees may not be adjisted based on the below-market-rate (“BMR”). status of the unit or
‘the income level of the homeowner. If HOA fees increase, BMR owners will generally
be reqmred to pay the same amount of increases as other owners;
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2) OCII’s Limited Equity Homeownership Program (“LEHP”) ensures that income-eligible
households are able to afford, at initial occupancy, all of the housing costs, but does not
cover increases in HOA dues that occur over time. Initially, the LEHP will decrease the
cost of the BMR wunit itself to ensure that income-eligible applicants are able to meet all
of the monthly costs, including HOA fees. Neither OCII nor MOHCD has a program,
however, for assisting owners in BMR units when i increases m regular monthly HOA fees
occur; :

3) HOA members may approve increases in HOA fees without the support of the BMR

: Owners because BMR owners, particularly in a development with inclusionary units,
typically constitute a small minority of the total HOA membership. Increases less than-
20% of the regular assessment may occur without a vote of the HOA; increases
exceeding 20% require a majority vote of members in favor. (Cal. Civil Code § 1366 (b))
. To date, state legislation to provide protections to low- and moderate-income households
in inclusionary BMR wnits of a market-rate building when HOA fees increase has been

unsuccessful; and : 4

4) When HOA fees increase or special assessments are imposed, BMR owners whose
incomes have not increased comparably may have difficulty making the higher monthly
payments for HOA fees. The result is that housing costs may become unaffordable and
some BMR owners will face the hardship of having to sell their unit at the reduced prices
required under the limited equity programs of OCII and/or MOHCD. If a BMR owner is

“forced to sell the inclusionary imit becanse of the high HOA fees, the cost of the
restricted affordable unit, which will now include the high HOA fees, will be assumed by
either the subsequent income-eligible buyer or by MOHCD. In e1ther case, the high
HOA dues will have caused an additional hardsh1p

Unreasonable Limitation

The hardship imposed by the On-Site Requirement, as described above, constitutes an
. unreasonable limitation beyond the intent of the Redevelopment Plan to create affordable

housing for the longest feasible time, as required under the Commumty Redevelopment Law,.
Cal, Health & Safety Code § 33334.3 (i) (1). ' :

. Extraordinary Czrcum.s'tances

Theré are several extraordinary circumstances apphcable to the Pro;ect. The Project is unique in -
that it is a mixed-use, high-rise development with a very small mumber of for-sale, on-site

inclusionary affordable housing units at the top of the tower. Of high-rise development recently

. approved or proposed in the Project Area, the Project is the only mixed-use development with

commercial office and residential uses and has the smallest number of residential units. As

~ previously noted, the construction of affordable housing units af the top of a high-rise creates

practical difficulties for maintaining the affordability of the units.

Additionally, the Developer has offered to contribute $13.85 million toward the development of
affordable housing in the Project Area, which constitutes approximately 2.5 times the amount of
the affordable housing fee that would be permitted under the City’s Inclusionary Affordable
Housing Program if this Project were located outside of the Project Area, which is approximately
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$5.5 million. The amount of the affordable housing fee was determined based on a market
analysis by a real estate economics firm retained by OCII, The Concord Group (“TCG”). TCG
calculated the net additional revenue that would accrue to the Developer if the 11 on-site
affordable housing units were converted to market-rate units and concluded that the Developer
would accrue an additional $13.85 million (see Exhibit B).  The analysis took into consideration

the exact location of the 11 on-site affordable units within the Project in order to determine a -
value consistent with other comparable high-rise sales prices. Staff estimates that OCII could

provide the local share of subsidy for approximately 55 stand-alone affordable housing units on
publicly-owned parcels in the Pro_';ect Area with the $13.85 million based on pchJected
construction and subsidy costs.

Comgliance with the Transbaz Affordable Housing Obﬁg';ltion

As previously mentioned, the Transbay Affordable Housing Obligation is an enforceable
obligation under Redevelopment Dissolution Law and reqirires that 35% (approximately 1,200
* units) of the residential units in the Project Area shall be developed for low and moderate income
households. OCII is on. track to meet the Transbay Affordable. Housing Obligation (which has

been - finally and conclusively determined to be an enforceable obligation by the State

Department of Finance) through a combmatlon of stand-alone and inclusionary housing on the

OCI assisted parcels in Zone One of thie Project Area as well as inclusionary units on privately .

developed projects in Zone Two. To date in Zone 1, OCII has completed 120 very—low income

units on Block 11 and provided funding for 70 affordable units currently under construction on’

Block 6. OCII has provided predevelopment funding for 85 affordable winits on Block 7, and
" construction will commence in 2015. Another 286 affordable units are currently in
predevelopment in Blocks 8 and 9. Over the next. several years, OCI will facilitate the
development of approximately 600 additional units of affordable housing in Zone 1 on Blocks 1,
2, 4, and 12. In Zone 2, there are an additional 49 affordable inclusionary units currently
approved in at 41 Tehama Street. Cunmlatively, the affordzble units in these. projects total
approximately 1,200 units, ‘which will achieve the 35% Transbay Affordable Housing
Obligation. Please see Exhibit C for a map of the Transbay Pro_;ect Area for further reference.

The payment of $13.85 million as a condition of granting. the Variation Request ensures that the

variation will not be materially detrimental to the public welfare. OCII will use the payment to . -
“fulfill the Transbay Affordableé Housing Obligation. Specifically, OCH will use the $13.85
~ million payment to not only fund the 11 units that would have otherwise been provided in the

- Project on an OCII assisted site, but also to find an additional 44 units on future OCII assisted

Transbay projects.” Staff is currently programming the méjority of the $13.85 million payment
units.

NEXT STEPS

‘As required by Board of Supcrvisbrs' Ordinance No. 215-12, the Commission’s approval of the .

Variation Request would be subject fo approval by the Board of Supervisors, in its capacity as
legislative body for OCII, because it-constitutes a material change to OCID’s affordable housing
program. Additionally, the Planning Commission and Board of Supervisors will consider
. approving a development agreement with the developer that would be consistent with this action,
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would provide relief from the on-site affordable housing requirement in Section 249.28 of the
Planning Code, and would require the developer to pay- an affordable housing fee of $13. 85 ,
million to OCH for its use in fulﬁllmg the Transbay Affordable Housmg Obligation.

CALIFORNIA ENVIRONMENTAL QUALITY ACT

Approval of the Variation Request does not compe] any changes in the PrOJect that the Planmng‘ :
Commission previously approved. Rather, approval of the Variation Request merely authorizes
the Planning Commission and Board of Supervisors to consider a future action that would
remove the On-Site Reqiirement from the Project. . Thus, OCII’s approval of the Variation
Request is statutonly exempt from the California Environmental Quality Act (“CEQA™) as a
feaszblhty and planmng study under CEQA Guidelines Section 16262. '

Approval of the Variation Request wﬂl not result in a physical change to the Project that was
approved by the Planning Commission on December 6, 2012. In approving the Project, the
Planning Commission found that because the Project was consistent with the adopted zoning
controls in the Transit Center District Plan and was encompassed within the analysis contained in -
the Transit Center District Plan Final EIR, it did not require further environmental review under
Section 15183 of the CEQA Guidelines and Public Resources Code Section 21083.3. '

Finally, the payment of $13.85 million as a condition of grantmg the Vanatlon Request will be
. used by OCII to fund the 55 umits that would have otherwise been in the Project Area and that

were previously analyzed in the Environmental Tmpact Statement/Environmental Impact Repoit
for the Transbay Terminal/Caltrain Downtown Extension/Redevelopment Project, which was
certified in 2004. Any development project on the OCII assisted Transbay projects would require
its'own CEQA determination prior to project approval. Authorizing the future acceptance of
$13.85 million for the Transbay Affordable Housing Obligation thus does not constitute a project
under CEQA Guidelines Section 15378(b)(4) because it merely creates a government funding
mechamsm that does not mvolve any commitment to a specific pmJect

STAFF RECONIMENDATION.

Staff recommends conditionally approvmg a vatiation to the Redevelopment Plan s On-Sxte
Requirement as it applies to the mixed-use prOJect at 181 Fremont Street, subject to approval by
the Board of Supervisors in its eapacity as legislative body for OCII, and authorizing the
acceptance of a future payment of $13.85 million to OCII for vse in fulfilling the Transbay :
Affordable Housmg Obligation. -

(Originated by Christine Maher, Senior Development Specialist, and
Courtney Pash, Acting Transbay Project Manager)’

Executive Director
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Exhibit A:
Exhibit B:’
Exhibit C:

Variation Request .
Market Analysis by The Concord Group 4
~ Map of the Transbay Redevelopment Project Area
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Exhibit A

~ -June 5, 2014

Office of Community Investment and Infrastructure

Attn: Mike Grisso, Office of Community Investment and Infrastructure
1 South Van Ness Avenue, 5* Floor :

San Francisco, CA 94103

" Re: Request for Variation 181 Fremont Street
San Francisco, CA Block 3719/Lots 10 & 11
Case No. 2007.0456EBKXV

Dear Mr. Grisso:

Pursuant to section 3.5.5 of the Redevelopment Plan for the Transbay Redevelopment Project Area (the
“Plan”), 181 Fremont Street LLC, (the “Project Sponsor™) hereby requests a variation from the
requirements of section 4.9.3 of the Plan and section 415.6 of the San Francisco Planning Code in
exchange for the payment of $13.85 million dollars to the Office of Community Investment and
Infrastructure (*“OCII) for the provision of affordable housmg within the Transbay Redevelopment Project
Area (the “iject Area™).

181 Fremont is a unique mixed-use high-rise development project (the “Project™). The Project contains
office space and for-sale residential units, including 11 inclusionary affordable ownership units at the top
‘of the tower. The construction of for-sale, on-site affordable housing units at the top of a high-rise creates

. practical difficulties for mamtammg the affordability of the units because homeowners association
- (“HOA”) fees, already high in such developments, will likely i increase such that the original r&cldents
would not be able to afford the payments v

- The burden placed on the Project Sponsor to maintain the affordabxhty of the units creates an undue
hardship for both the Project Sponsor and the owners of the inclusionary housmg unifs. A variation
allowing the Project Sponsor to-pay an affordable housing fee to OCII will increase OCII's ability to
delivery affordable housing units within the Project Area, a pnmary goal of the Plan, create deeper

_ affordable levels, produce more net affordable units, and maintain land values necessary for the Transbay

Joint Powers Authority’s financing assumptlons

The Plan and Planning Code

Pursuant to section 3.5.5 of the Plan, OCIJ, in its sole discretion, may grant a variation from the Plan, the
Development Controls and Design Guidelines, or the Planning Code, if enforcement would result in
practical difficulties for development creating an undue hardship for the property owner and constitute an

Four Embarcadera Center, Suite 3620, San Francisco, California 94111 T 415263.7400°  F 415352.0698 E jaypaul@izypaulcdbm

. 2 drviston of Paul Holdngs, Inc.
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unreasonable Iimitation beyond the intent of the Plan. OCII may grant variations only if there are unique .
physical constraints or other extraordinary circumstances applicable to the property. Any variation
granted must be in harmony with the Plan and not maiena.!ly detrimental to the public welfare or
neighboring property or unprovements

Section 2.1G of the Plan states that it is both the purpose of California Redevelopment Law and a major
objective of the Plan to strengthen the community by supplying affordable housing with the deepest
affordability levels economically feasible. The Plan requires that 35% of all new housing units in the ,
Project Area be affordable. Both Planning Code section 415.6 and section 4.9.3 of the Plan requirethat at
least 15% of all new housing development units must be on-site, affordable housing units. To achieve this
requirement, the Redevelopment Plan must utilize both inclusionary units and stand-alone affordable
housing developments. The Plan’s 2005 report set a goal of 388 mcluszonary units and approxxmately
795, stand—alone affordable housmg units.

The Project and the Project Area

The Project is currently the only approved or proposed mixed-use office and housing development within -
the Plan Area. The Project’s tower contains 54 floors comprised of approximately 400,000 sq: sf. of office
and retail space, and 74 residential units, the smallest numbsr of residential units of any high-rise
development in the Project Area. Office and retail uses occupy the lower 38 floors and residential units,
including 11 inclusionary units, occupy the upper 15 floors.

The Plan Area covers 40 acres arid includes blocks programmed for: (i) stand-alone affordable housing
developments; (ii) all or a majority of office space; and (jii) a combination of market and affordable
housing. The Transbay Joint Powers Authority (“TJPA”) established specific land value goals for each
block in its funding plan for the Transbay Transit Center (“TTC™). There are a limited number of
publicly-owned blocks remaining upon which affordable housing may be built to meet the Plan’s 35%
affordability requirement.

+" Affordability Challenges

Dus to the unique nature of the Property, maintaining the aﬁ'ordablhty of the affordable units in harmony
with the Plan is problematic. The residential units within the Project are for-sale and include high HOA
fees, in excess of $2,000 per month. Although the initial price of the affordable for-sale units would be
adjusted to reflect the cost of the HOA fees, after completion of the project the HOA may raise fees at any
_ time regardless of the effect on the affordable units. Because the HOA, in its sole discretion, may
increase HOA fees, once affordable units may quickly become unaffordable. The poténtial increase in
turn-over of the units will de-stabilize the affordable communi_iy within the Project and create an undue
hardship for both the Project owner-and future owners of the affordable units. The granting of a variation.
will increase the number of affordable units with the Project Area and allow the producnon of units with
deeper affordability levels.
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The Project Sponsor 'pi"opose; to pay an affordable fee in the ariount of $13.85 million dollars to OCII to
subsidize the equivalent an estimated 55 stand-alone affordable housing units on publicly owned parcels
in the Project Area.

The fee is above and beyond that required pursuant to section 415.5 of the Planning Code. The amount of,
the fee was determined by The Concord Group (“TCG™), a real estate economics firm engaged by OCIL
TCG calculated the net additional revenué that w0uld accrue to the Project Sponsor if the 11 on—s1te

affordable units were converted to market-rate units,

In’summary, a variation from the on-site affordable housigg:réquiremcnts under the Plan and Planning
Code would (i) result in the payment of $13.85 million-dellars to OCII in consideration of the elimination ~
of the on-site requirement; (ii) provide OCII the ability to subsidize up to approximately 55 affordably
housing units, with a net gain of 22 affordable units; (iii) prevent undue hardship to the Project Sponsor
and future affordable housing unit owners; (iv) maintain of land values necessary for the TIPA’s
finaricing assumptions; and (v) remain in harmony with the intent of the Plan to produec affordable

housing at the deepest aﬁ'ordab;hty levels,

The Project Sponsor is prepared to enter into an agreement with OCH confirming such obligation to make
the affordable housing fee payment in exchange for the requested variation. Please contact me at the e-

" mail or telephone number shown above if you have any questions. ’

Best regards, -

181 FREMONT STREETLLC, a
Delaware limited liability company

Vv :
Name: —LTCU'{. %\
Vresident

- 330



Exhibit B

COM]V.[ISSION ON COMMUNITY INVESTMENT AND INFRASTRUCTURE

RESOLUTION NO. 80-2014
Adopted‘ O,ctober 10,2014

CONDITIONALLY APPROVING A VARIATION TO THE TRANSBAY :
REDEVELOPMENT PLAN’S ON-SITE AFFORDABLE HOUSING REQUIREMENT
ASIT APPLIES TO THE MIXED-USE PROJECT AT 181 FREMONT STREET,
SUBJECT TO APPROVAL BY THE BOARD -OF SUPERVISORS OF THE CITY AND
COUNTY OF SAN FRAN CISCO IN ITS CAPACITY-AS LEGISLATIVE BODY FOR

THE SUCCESSOR AGENCY TO. THE SAN FRANCISCO' REDEVELOPMENT ,
AGENCY,; AND AUTHORIZING THE ACCEPTANCE OF A FUTURE PAYMENT OF
$13.85 MILLION TO THE SUCCESSOR AGENCY FOR USE IN FULFILLING ITS
AFFORDABLE HOUSING OBLIGATIONS IN THE' PROJECT AREA; TRANSBAY

’ REDEVELOPIVIENT PROJECT AREA ' :

) WHEREAS, The Cahforma Legislature in 2003 enacted Assembly B111 812 (“AB 812”) '
: - - authorizing the demolition of the historic. Transbay Terminal building and the -
© - construction of the new Transbay Transit Center (the “TTC?) (Stat. 2003 . Chapter-
.99, codified at § 5027.1 of the Cal. Public Resourcés Code). AB-812 also
maridated that 25 percent of the residential units developed in the area dround the

. TTC “shall ‘be available to” low incomeé holiseholds, and an additional 10 percent -
‘ “shall be available to” moderate income households if the City and; County ofSan -

Francisco: (“Clty”) adopted a redevelopimént: plan providing for the financing of
-the TTC (the “Transbay Affordable Housmg Obhga‘uon”), and '

. 'WHEREAS, The Board of Supervisors of the City'and County of San Francxsco (“Board of
o Supemsors”) approved a Redevelopment Plan forthe Transbay Redevelopment
Project Area (“Project Area”) by Ordmance No. 12405, adopted on Juxe 21,
2005 and by Ordinance No. 99-06, adopted on May 9, 2006 (* Redevelopmient
- ‘Plan?). .- The Redevelopment Plan estabhshed a program. for the Redevelopment -
Agency of the City and County of San Franclsco ( ‘Former Agency”) toredevelop
. and revitalize the blighted Project Area; it also prov1ded for the financing of the
ITC and thus tnggered the Transbay Affordable Housmg Obhgatlon apd .

WHEREAS, The 2005 Report to the Board of Supemsors on the Redevelopment Plan
' ¢ ‘Report”) estimated that the Transbay Affordablé Housing Obligation would
require the development of 1200 affordable units:. Report at p. VI-14 (Jan. 2005).
. The Report also stated: “The affordable housitig in the Project Area will include
approximately 388 inclusionary units, or units built within market-rate housmg
“projects... The affordable housing will also include approximately 795 units in
stand-alone 100 percent affordable pro_] ects ” Report at page VI[[-7 and

WHEREAS, The PI‘OJ ect Area is 40 acres in size and there are a hmlted number of -
publicly-owned properties (“Blocks™) remaining on'which to build affordable
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housing to meet the Transbay Affordable Housing Requirement. All of the
remaining Blocks are already programmed for stand-alone, 100 percent affordable .
housing (e.g., Blocks 2 and 12), for commercial office space (e.g., Block 5 and
Parcel F), or for a combination of market-rate and affordable housing, with

specific land value goals that the Transbay Joint Powets Authority (“TTPA”) has
used in its fanding plan for the TTC. Nonetheless, with an additional public
subsidy, units may-be added to proposed stand-alone affordable housmg
developments on one or more of the Blocks; and; ’

The Redevelopment Plan established, under Cal. Health and Safety Code § 33333, -
the land use controls for the Project Area, required development to conform to
those land use controls, and divided the Project Area into two land use zones:
Zone One and Zone Two. = The Redevelopment Plan required the Former
Agency to exercise land use authority in Zone One and authorized it to delegate to
the San Francisco Planning Department (“Planning Department”) the land use
controls of the San Francisco Platning Code (“Plannmg Code”), as amended from
time to time, in Zone Two ‘and

On May 3, 2005, the Former Agency and the Planmng Department entered into a
Delegatmn Agreement whereby the Planning Department assumed land use
authority in Zone Two of the Project Area subject to certain conditions and -
procedures, including the requirement that the Planning Department’s approval of
projects shall be consistent with the Redevelopment Plan (“Delegation
Agreement”); and

To fulfill the Transbay Affordable Housing Obligation, both the Redevelopment
Plan and the Planning Code require that all housing developments within the

"Project Area contain 2 minimum of 15 percent on-site affordable housing,

Redevelopment Plan, § 4.9.3; Planning Code, § 249.28 (b) (6) (the “On-Site
Requirement”). Neither the Redevelopment Plan nor the Planning Code ‘
authorize off-site affordable housing construction or an “in-lieu” fee payment as
analternative to the On-Site Requirement in the Project Area; and,

The Redevelopment Plan provides a procedure and standards by which certain of
its requirements and the provisions of the Planning Code may be waived or -

. modified. Section 3.5.5 of the Redevelopment Plan states: “The Agency

Commission, in its sole discretion, may grant a variation from the Plan, the
Development Controls and Design Guidelines, or the Planning Code where

. enforcement would otherwise result in practical difficulties for development -

creating undue hardship for the property owner and constitute an unreasonable
limitation beyond the intent of the Plan, the Design for Development or the
Development Controls and Design Guidelines... Variations to the Plan or the
Development Controls and Design Guidelines shall only be granted because of

. unique physical constraints or other extraordinary circumstances applicable to the

property. The granting [of] a variation must be in harmony with the Plan, the
Design for Development and the Development Controls and Design Guidelines
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and shall not be materially. detrimental to the public welfare or materially
injurious to neighboring property or improvements in the vicinity... In granting
any variation, the Agency Commission shall specify the character and extent
thereof, and shall also prescribe any such conditions as are necessary to secure the
goals of the Plan, the Design for Development and the Development Controls and
De51gn Guidelines;” and,

On February 1, 2012, the Former Agency was dlssolved pursuant to the

. "provisions of Cahfomla State Assembly Bill No. 1X 26 (Chapter 5, Statutes of

2011-12, First Extraordinary Session) (“AB 26™) and the decision by the
Cahforma Supreme Court in California Redevelopment Assoc. v. Matosantos, 53
Cal4® 231 (2011). On June 27, 2012, AB 26 was amended in part by California
State Assembly Bill No. 1484 (Chapter 26, Statutes 0f 2011-12) (“AB 1484”).

- (AB 26 and AB 1484 are codified in sections 33500 et seq. of the California

Health and Safety Code, which sections, as amended- from time to time, are -
referred to as the “Redevelopment Dissolution Law.”); and,

Under the Redevelopment Dissolution Law, all of the Former Agency’s assets -
(other than certain housing assets) and obligations were transferred to the
Successor Agency to the Former Agency, also known as the Office of Community
Investment and Infrastructure (“Successor Agency” or “OCII””). Some of the
Former Agency’s housing assets were transferred to the Mayor’s Office of
Housing and Community Development (“MOHC ”) acting as the housing
successor; and,

To implement the Redevelopment Dissolution Law, the Board of Supervisors
adopted Resolution No.-11-12 (Jan. 26, 2012) and Ordinance No. 215-12 (Oct. 4,
2012), which granted land use authority over the Former Agency’s Major -
Approved Development Projects, including the Transbay Redevelopment Project,
to the Suecessor Agency and its Commission. The Delegation Agreement
however, remains in effect and the Planning Department continues to exerclse
land use authority over development in Zone Two; and

On April 15, 2013, the Cahforma Department of Finance (“DOF”) determined
finally and conclusively that the Successor Agency has enforceable obligations -

- under Redevelopment Dissolution Law to complete certain development inthe

Project Area, including the Transbay Affordable Housing Obligation; Letter, S.
Szalay, DOF Local Government Consultant, to T. Bohee, Successor Agency
Executive Director (April 15, 2012 [si¢]); and

On December 6, 2012, the Planning Commission approved Motions 18763, 18764,
18765 and the Zoning Administrator issued a variance decision (later revised on
March 15, 2013) (collectively, the “Approvals”) for a project at 181 Fremont
Street in Zone 2 of the Project Area. The Approvals authorized the demolition of
an existing three-story building and an existing two-story building, and the
construction of a 52-story building reaching a roof height of approximately 700

 feet with a decorative screen reaching a maximum height of approximately 745

3
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feet and a spire reaching a maximum height of approximately 800 feet, cdntaining

approximately 404,000 square feet of office uses, approximately 74 dwelling units,
approximately 2,000 square feet of retail space, and approximately 68,000 square .

feet of subterranean area with off-street parking, loading, and mechamcal space .
(the “Project”). . The Project also includes a bridge to the future elevated City

~ Park situated on top of the Transit Center; and

To comply with the On-Site Requlrement, the Approvals require the Project to ,
include approximately 11 inclusionary below-markét-rate units that are affordable

‘to income-eligible households. All of the Project’s approximately 74 residential

units are located on the highest 15 floors of the approximately 52-story building,
The residential units will be for-sale units with home owners association (HOA)
assessments that the Project’s developer estlmates will exceed $2000 per month,
and

On June 5, 2014, OCII received a request from the developer of 181 Fremont
. Street (“Developer”) for a variation from the On-Site Requirement. The
" Developer proposed removing the affordability restnchons from the
" approximately 11 affordable units on-site and converting them to market rate -~

units., Letter, J. Pail, 181 Fremont Street, LLC, to M. Grisso, OCII (June 5, 2014)
(“Variation Request”), attached as Exhibit A to the Commiission Memorandum :
related to this Resolution; and, .

In the Variation Request, the Developer explained that the Project was unique in
that it is the only approved or proposed mixed-use office and housing
development withir the Project Area, it has the smallest number of residential
units of any high rise development in the Project Area, its residential units are
located on the upper 15 floors of an approximately 52-story tower, and its HOA
dues will be in excess of $2000 per month. The Variation Request concludes that
the application of the On-Site Requirement to the Project creates “practical
difficulties for maintaining the affordability of the units because homeowners
association (“HOA”) fees, already high in such developments, will likely increase
such that the original residents would not be able to afford the payments” and thus .
“creates an undue Kardship for both the Project Sponsor and the owners of the
inclusionary housing units;” and’ :

The Varjation Request proposes that the Successor Agency grant a variation on
the condition that the Developer contribute $13.85 million toward the
development of affordable housing in the Project Area. Payment of this fee
would ensure that the conversion of the approximately 11 inclusionary units to

- market rate units does not adversely affect the Successor Agency’s compliance

with the Transbay Affordable Housing Obhgatlon and

The following facts support-a ﬁndmg that the On-Site Requirement i 1mposes
practical difficulties for the Project creating undue hardships for the owners of the
inclusionary below-market-rate units (“BMR Owners”) and MOHCD, as the
public agency that would be responsible for enforcmg the long-term affordability
restrictions on the on-site umts :
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1) HOA fees pay for the costs of operating and maintaining the common areas
.and facilities of a condominium project and generally must be allocated equally
among all of the units subject to the assessment, Cal. Code Reg,, title 10, §
2792.16 (a). HOA fees may not be adjusted based on the below-market-rate
(“BMR”) status of the unit or the income level of the homeowner. If HOA fees
increase, BMR Owners will generally be required to pay the same amount of
' inereases in regular assessments and of special assessments as other owners.

2) The City’s Inclusionary Affordable Housing Program ensures that
income-eligible households are able to afford, at initial occupancy, all of the

" housing costs, but does not cover increases in HOA. dues that occur over time.
Initially, the LEHP will decrease the cost of the BMR unit itself to ensure that
income-eligible applicants are able to meet all of the monthly costs, including
HOA fees. Neither the Successor Agency nor MOHCD has a program,
however, for assisting OWDETS in BMR units when increases in regular monthly
* HOA fees occur.

3) Members of homeowner associations may approve increases in HOA fees
" without the sapport of the BMR Owners because BMR Owners, particularly in a
development with inclusionary units, typically constitute a small minority of the
total HOA membership, Increases less than 20 percent of the regular assessment
may occur without a vote of the HOA; increases exceeding 20 percent require a
majority vote of members in favor. Cal. Civil Code § 5605 (b). In addition, a
homeowner association may nnpose special assessments to cover the costs of
cap1tal expenditures for repairs and other PUIposes. Id.

4) State legislation to provide protections to low- and moderate-income

households in inclusionary BMR units of a market-rate building when HOA fees -

increase has been unsuccessful to date, see e.g. Assembly Bill No. 952, vetoed by
" Governor, Sep. 27, 2008 (2007-08 Reg. Sess.). - -

5) When HOA fees increase or special assessments are imposed, BMR Owners
whose incomes have not increased comparably may have difficulty making the
higher monthly payments for HOA fees. The result is that housing costs may

. become unaffordable and some BMR Owners will face the hardship of having to
sell their unit at the reduced prices required under the limited equlty programs of
the Successor Agency and MOHCD. A recent nation-wide review and analysis .
of inclusionary housing programs concluded: “Condominium fees can increase
substantially over time, making the overall costs of homeownership unsustainable -
for low- and moderate-income households. Rising condominium fees are a

* growing problem for many municipalities...Program administrators can set the
injtial affordable home price low enough to offset high initial condominium fees

* but, increases in these fees over time for new amenities or building repairs, canin

- some cases rival mortgage payments on below-market-rate units, leading to high
overall housing ¢osts, potential default, or homeowners bemg forced to sell their
units.” R. Hickey, et al, Achieving Lasting Affordability through Inclusionary
Housing at page 33, Lincoln Institute of Land Policy (2014), available at
http://www.lincolninst.edu/pubs/2428 A chiéving-Lasting-Affordability-throu
nclusionary-Housing. See also Carol Lloyd, Owners’ Dues Keep Going Up, S.F.

5
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" Chronicle, Aug. 5, 2007, avazlable at

http://www.sfgate. com/default/arucle/Owners-dues-keep-gomg—up—2526988 .php;

‘Robert Hickey, Afier the Downturn: New Challenges and Opportunities for

Inclusionary Housing, Center for Housing Policy at page 10 (Feb. 2013),
available at hitp://www.nhc. org@nedla/ﬁles/lnclusmnagReportZOl 302.pdf

" (“Multiple jurisdictions have had problems with HOA fees in [high-amenity,
. luxury developments] and other properties nsmg beyond what owners of

inclusionary units can afford.”).

' 6) If the BMR Owner is forced to sell the mclusmnary unit because of the high

HOA fees, the cost of the restricted affordable unit, which will now include the
high HOA fees, will be assumed by either the subsequent mcome—e11g1ble buyer

- orby MOHCD. In either case, the high HOA dues will have caused an

additional hardship. See Robert Hickey, 4fter the Downturn: New Challenges
and Opportinities for Inclusionary Housing, Center for Housmg Pohcy, page 10
(Feb. 2013), available at

. http://www.nhe. org/medla/ﬁles/lnclusmnarVRenortZO1302 pdf- (“R13mg feesand .

WHEREAS,

special assessments undercut the affordability of inclusionary units for both
existing owners and future homebuyers. Jurisdictions struggle to prevent or even
just stay apprised of these cost increases. And for jurisdictions committed to
maintaining the affordability of their inclusionary housing stock-ownershlp as
well as rental--the cost of offsetting higher fees can be exorbitant, compromising
a municipality’s ability to promote aﬁ’ordablhty elsewhere in its jurisdiction.”);
and .

MOHCD supports the ﬁndfhg that the On—Site' Requirement creates undue

hardships for the BMR Owners and MOHCD because thie high HOA fees, which
would be a disproportionately large portion of a BMR Owner’s monthly housing

© " costs, would detract from many of the traditional bengfits associated with
. homeownership, such as the mortgage interest tax deduction, and put both the

. WHEREAS,

' WHEREAS,

BMR Owners and the BMR units at risk. (See email dated September 23, 2014
from Maria Benjamin, Director of Homeownership and Below Market Rate
Programs for MOHCD, attached as Exhlblt B to the Commxssmn Memorandum
related to this Resolutlon ) .

The hardsh1p imposed by the On-Site Reqmrement constitutes an vinreasonable
limitation beyond the intent of the Redevelopment Plan to create affordable
housing for the longest feasible time, as required under the Community
Redevelopment Law, Cal. Health & Safety Code § 33334.3 () (1); and

The.following facts support a ﬁndmg that extraordmary circumstances apply to -
the Project:

1) The Project is umque inthatitisa m1xed-use high-rise development witha -

. very small number of for-sale, on-site inclusionary affordable housmg units at the

top of the tower. Of high-rise development recently approved or proposed in the
Project Area, the Project is the only mixed-use development with commetcial -
office and residential uses and has the smallest-number of residential units. - As
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noted above, the construction of affordable housing units at the top of a high-rise
creates practical difficulties for maintaining the affordability of the units.”

2) The Developer has offered to contribute toward the Transbay Inclusionary
Housing Obligation $13.85 million, which constitutes approximately 2.5 tirhes the
amount of the affordable housing fee that would be permitted under the City’s
Inclusionary Affordable Housing Program if this Project were located outside of
the Project Area. See San Francisco Planning Code, §§ 415.1 et seq. The
Successor Agency can use those funds to subsidize the equivalent of up to 69’
stand-alone affordable housing units on publicly-owned parcels in the Project
Area and thus significantly increase the number of affordable units that would be
produced under the On-Site Requirement. The amount of the affordable housing
fee was determined based on a market analysis by a real estate economics firm
retained by the Successor Agency, The Concord Group (“TCG”). * As shown in
Exhibit A to the Commission Memorandum related to this Resolution, TCG
calculated the net additional revenue that would accrue to the developer if 11
on-site affordable housing units were converted to market-rate units and
concluded that the developer would accrue an additional $13.85 million.

‘The payment of $13.85 million as 2 condition of granting thé Variation Request

ensures that the variation will not be materially detrimental to the public welfare
and is necessary to secure the goals of the Redevelopment Plan to fulﬁll the
Transbay Affordable Housing Obhgatlon, and

Approval of the Variation Request would be subject to approval by the Board'o_f ‘
Supervisors , in its capacity as legislative body for the Successor Agency, because
it constitutes a material change to a Successor Agency affordable housing

" program, Ordinance No.215-12,§ 6 (a) (providing that “the Successor Agency

Commission shall not modify the Major Approved Development Projects or the
Retained Housing Obligations in any manner that would . ... materially change the -
obligations to provide affordable housing w1thout obtaining the approval of the
Board of Supervisors....”); and

The San Francisco Planmng Commission and Board of Supetvisors will consider
approving a development agreement with the Developer that would be consistent
with this Resolution, would provide relief from the on-site affordable housing .
requirement in Section 249.28 of the Planning Code, and would require the
Developer to pay an affordable housing fee of $13.85 million to the Successor

* Agency for its use in fulfilling the Transbay Affordable Housing Obligation. The

form of the proposed development agreement is attached to this resolution as

" Exhibit A; and

Approval of the Variation Request does not compel any changes in the Project
that the Planning Commission previously approved. Rather, approval of the
Variation Request merely authorizes Planning Commission and Board of
Supervisors to consider a future action that would remove the On-Site
Requirement from the Project. Thus, approval of the Variation Request and

authorizing the future acceptance of §13.85. million for the Transbay Affordable

T
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Housing Obligation does not constitute a project under the California
Environmental Quality Act (“CEQA”), CEQA Guidelines (California Code of
Regulations Title 14) Section 15378 (b)(4) because it merely creates a
government funding mechanism that does not involve any commitment to a
speciﬁc proj ect; now, therefore, be it

RESOLVED, The Comrmssmn on Community Investment and Infrasn'ucture as Successor ‘

Ageéncy, hereby approves a variation to the Redevelopment Plan’s On-Site
Requirement at 181 Fremont Street consistent with the Variation Request, subject
to apptoval by the Board of Supervisors, acting in its capacity as the legislative
body for the Successor Agency, on the condition that the Developer pay $13.85
million to the Successor Agency for use in fulﬁlhng the Transbay Aﬂ’ordable '
Housing Obligation; and, be it further ' .

‘ RESOLVED, The Commission on Community. Investment and Infrastructure authorizes the

Exhibit A:

Execitive Director to take appropriate and necessary actions to effectuate the
purpose of ﬂllS resolutlon. :

Development A greernent

.. Ihereby certify that the foregomg resolutxon was adopted by the Comnussmn at its meeting of
- QOctober 10, 2014 . : )

Yrrciingte mw,. L

- Commission Secre
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181 FREMONT DEVELOPMENT PROJECT
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DEVELOPMENT AGREEMENT
BY AND BETWEEN
THE CITY AND COUNTY OF SAN FRANCISCO
AND 181 FREMONT STREET LLC, A DELAWARE LIMITED LIABILITY
COMPANY, RELATIVE TO THE DEVELOPMENT KNOWN AS
THE 181 FREMONT DEVELOPMENT PROJECT

THIS DEVELOPMENT AGREEMENT (this “Agreement”) dated for reference
purposes only as of this day of , 2014, is by and between the CITY AND
COUNTY OF SAN FRANCISCO, a political subdivision and municipal corporation of the State

-of California (the “City™), acting by and through its Planning Department, and 181 Fremont

Street LLC, a Delaware limited liability company, its permitted successors and assigns (the
“Developer”), pursuant to the authority of Section 65864 et seq. of the California Government
Code. ' ' ‘ '

" RECITALS
This Agreement is made with reference to the follov{ring facts:

A. Developer is the owner of that certain property known as 181 Fremont Street (the
“Project Site) which is an irregularly shaped property formed by two parcels measuring a total
of 15,313 square feet, located on the east side of Fremont Street, between Mission and Howard
Streets. The Project Site is within the C-3-0 (SD) District, the 700-S-2 Height and Bulk District,
the Transit Center C-3-0 (SD) Commercial Special Use District, the Transbay,C-3 Special Use
District, the Transit Center District Plan area (the “T'CDP”) and in Zone 2 of the Transbay
Redevelopment Project Area (the “Project Area™).

B. The Redevelopment Plan for the Project Area (“Plan™) establishes land use controls
and imposes other requirements on development within the Project Area. Notably, the Plan
incorporates, in section 4.9.2, state law requirements that 25 percent of the residential units
developed in the Project Area “shall be available to” low income households, and an additional
10 percent “shall be available to” moderate income households. Cal. Public Resources Code §
5027.1 (the “Transbay Affordable Housing Obligation”). To fulfill the Transbay Affordable
Housing Obligation, both the Plan and the San Francisco Planning Code (“Planning Code™)
require that all housing developments within the Project Area contain a minimum of 15 percent
on-site affordable housing. Redevelopment Plan, § 4.9.3; Planning Code, § 249.28 (b) (6) (the
“On-Site Requirement™). Neither the Redevelopment Plan nor the Planning Code authorize off-
site affordable housing construction or an “in-lieu” fee payment as an alternative to the On-Site
Requirement in the Project Area.

"~ C. The Plan provides that the land use controls for Zone 2 of the Project Area shall be
the Planning Code, as amended from time to time, so long as any amendments to the Planning
Code are consistent with the Plan. Through a Delegation Agreement, the former
Redevelopment Agency of the City and County of San Francisco (the “Former Agency”)
delegated jurisdiction for permitting of projects in Zone 2 (including the Project Site) to the
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Planning Department, with the Planning Code governing development, except for certain
projects that require Redevelopment Agency action.

D. However, pursuant to Section 3.5.5 of the Plan, the Commission on Community
Investment and Infrastructure (“CCII”) (as the Commission to the Successor Agency to the
Former Agency, a public body organized and existing under the laws of the State of California,
also known as the Office of Community Investment and Infrastructure (“Successor Agency” or
“OCI”)), has the authority to grant a variation from the Plan and the associated Transbay
Development Controls and Design Guidelines, or the Planning Code where the enforcement of
these controls would otherwise result in practical difficulties for development creating undue
hardship for the property owner and constitute an unreasonable limitation beyond the intent of
the Plan, the Transbay Design for Development or the Transbay Development Controls and
Design Guidelines.

E. Where a variation or other action of the Successor Agency materially changes the
Successor Agency s obligations to provide affordable housing, the Board of Supervisors
(“Board”) must approve that action. San Francisco Ordinance No. 215-12, § 6 (2) (Oct. 4, 2012).

F. On December 6, 2012, the Planning Commission approved Motions 18763, 18764,
18765 and the Zoning Administrator issued a variance decision (later revised on March 15,
2013) (collectively, the “Approvals”). The Approvals approved a project on the Project Site
(the “Project™) that would demolish an existing three-story building and an existing two-story
building, and construct a 52-story building reaching a roof height of approximately 700 feet with
a decorative screen reaching a maximum height of approximately 745 feet and a spire reaching a
maximum height of approximately 800 feet, containing approximately 404,000 square feet of
office uses, approximately 74 dwelling units, approximately 2,000 square feet of retail space, and
approximately 68,000 square feet of subterranean area with off-street parking, loading, and
mechanical space. The Project also includes a bridge to the future elevated City Park situated on
top of the Transbay Transit Center.

G. Aspart of the Project approval on December 6, 2012, the Planning Commission
found that the Project was consistent with the objectives, policies, general land uses and
programs specified in the General Plan, as amended, and the Planning Principles set forth in
Section 101.1 of the Planning Code (together, the “General Plan Consistency Findings™).

H. As part of the Project approval on December 6, 2012, Conditions of Approval were
placed on the Project including the On-Site Requirement that pursuant to Planning Code Sections
249.28(b)(6) and 415.6 and Plan Section 4.9.3, the Project is required to provide 15% of the
proposed dwelling units as affordable to qualifying households.

I Developer has commenced construction of the Project in accordance with the
provisions of the Plan, the Planning Code and the Approvals applicable thereto, including the
On-Site Requirement (the “Existing Requirements™).

J.  In order to strengthen the public planning process, encourage privéte participation in

comprehensive planning, and reduce the economic risk of development, the Legislature of the
State of California adopted Government Code Section 65864 et seq. (the “Development
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Agreement Statute”), which authorizes the City to enter into a development agreement with any
person having a legal or equitable interest in real property related to the development of such
property. Pursuant to the Development Agreement Statute, the City adopted Chapter 56
(“Chapter 56”) of the San Francisco Administrative Code establishing procedures and
requirements for entering into a development agreement. The Parties are entering into this
Agreement in accordance with the Development Agreement Statute and Chapter 56.

K. Approval of this Agreement does not compel any changes in the Project that the
Planning Commission previously approved. Rather, approval of this Agreement merely
authorizes the Commission on Community Investment and Infrastructure, Planning Commission
and Board of Supervisors to remove the On-Site Requirement from the Project. Thus, approval
of this Agreement and authorizing the future acceptance of $13.85 million for the Transbay
Affordable Housing Obligation does not constitute a project under the California Environmental
Quality Act (“CEQA”), CEQA Guidelines Section 15378 (b)(4) because it merely creates a
government funding mechanism that does not involve any commitment to a specific project..

L. OnJune 5, 2014, OCII received a request from the Developer for a variation from
the On-Site Requirement. The Developer proposed removing the affordability restrictions from
the 11 affordable units on-site and converting them to market rate units. Letter, J. Paul, 181
Fremont Street, LLC, to M. Grisso, OCII (June 5, 2014) (“Variation Request™), attached as
Exhibit A. '

M. The Developer’s Variation Request explained that the Project was unique in that it is
the only approved or proposed mixed-use office and housing development within the Project
Area, it has the smallest number of residential units of any high rise development in the Project
Area, its residential units are located on the upper 15 floors of a 52 story tower, and its HOA
dues will be in excess of $2000 per month. The Variation Request concludes that the application
of the On-Site Requirement to the Project will create practical difficulties for maintaining the
affordability of the units because homeowners association (“HOA”) fees, which are already high
in such developments, will likely increase such that the original residents would not be able to

. afford the payments and thus an undue hardship can be created for both the Project Sponsor and
the owners of the inclusionary housing units. '

‘ N. The Variation Request proposes that the Successor Agency grant a variation on the
condition that the Developer contribute $13.85 million toward the development of affordable
housing in the Project Area (the “Affordable Housing Fee”). Payment of this fee would ensure
that the conversion of the 11 inclusionary units to market rate units does not adversely affect the
Successor Agency’s compliance with the Transbay Affordable Housing Obligation

0. On , 2014, CCI, pursuant to Resolution No. approved a
variation pursuant to Section 3.5.5 of the Plan, allowing the Project to pay the Affordable
Housing Fee in lieu of satisfying the On-Site Requirement (the “OCII Variation™), attached as
Exhibit B. -

P. The Board, in its capacity as the governing body of OCII, has reviewed the OCII
Variation under the authority that it reserved to itself in Ordinance No. 215-12 to approve
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material changes to the Successor Agency’s affordable housing program and has approved, by
Board of Supervisors Resolution No. , the actions of OCH in granting the OCII Variation.

Q. The City has determined that as a result of the development of the Project in
accordance with this Agreement additional, clear benefits to the public will accrue that could not
be obtained through application of existing City ordinances, regulations, and policies because the
payment of the Affordable Housing Fee and use thereof in accordance with this Agreement
rather than compliance with the On-Site Requirements will result in more affordable housing
units within the Project Area at deeper affordability levels while maintaining land values
necessary for the financing assumptions of the Transbay Joint Powers Authority (the “TJPA™).
The basis for this determination is the following:

DRAFT

To achieve the overall goal of at least 35% of all new housing development units
within the Project Area, there must be both inclusionary units and stand-alone
affordable housing developments in the Project Area.

The Plan’s 2005 report set a goal of 388 inclusionary units and approximately 795
stand-alone affordable housing units but at the time of the Plan’s adoption, mixed-
use, high-rise developments were not contemplated within the Project Area.

The Project Area covers 40 acres and includes blocks pro grammed for: (i) stand-
alone affordable housing developments; (ii) all or a majority of office space; and (iii)
a combination of market and affordable housing. .

The TIPA established specific land value goals for each block in its funding plan for
the Transbay Transit Center (the “TTC”) and there are a limited number of publicly-
owned blocks remaining upon which affordable housing may be built to meet the
Plan’s 35% affordability requirement.

Adding affordable housing to blocks that must be sold to finance the TTC is not
feasible without significantly reducing the land value and thereby creating shortfalls
in the TTC funding. '

Due to zoning restrictions, the addition of affordable units to a block will result in a
decrease of the number of market-rate units that may be built on that block.

" However, each block contains both market-rate and stand-alone affordable parcels

and it is possible to add stand-alone affordable housing units to one or more of the
stand-alone affordable parcels on a particular block while reducing the number of
inclusionary units on the market rate parcel. This would result in the increase of the
total amount of affordable housing, but would require additional public subsidy to
fund the bonus stand-alone units.

The Affordable Housing Fee is estimated to be capable of subsidizing the equivalent
of approximately 69 stand-alone affordable housing units on publicly owned parcels
in the Project Area in contrast to the up to 11 units that would be produced under the
On-Site Requirement and accordingly the Affordable Housing Fee will allow OCII
to better fulfill the requirements of the Transbay Affordable Housing Obligation (as
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defined in Recital B above). In addition, the 69 stand-alone affordable housing units
would provide deeper affordability levels (50% of AMI) compared to the levels
(100% of AMI) that would be achieved through the application of the On-Site
Requirement for up to 11 units.

e In addition, due to the unique nature of the Property, any affordable units created
under the On-Site Requirement would have challenges associated with maintaining
their affordability in so much as the residential units within the Project are for-sale

“and include high homeowners fees, in excess of $2,000 per month. Although the
initial price of the affordable for-sale units would be adjusted to reflect the cost of
these fees, after completion of the Project such fees may rise from time-to-time in a
manner that might cause the once affordable units to become unaffordable.

e The City and OCI determined the amount of the Affordable Housing Fee following
review of an analysis and determination by The Concord Group (“TCG”), a real
estate economics firm (see report, Exhibit C). TCG calculated the net additional
revenue that would accrue to the Developer if the 11 on-site affordable units were
converted to market-rate units. '

R. Itis the intent of the Parties that all acts referred to in this Agreement shall be
accomplished in a way as to fully comply with CEQA, the CEQA Guidelines, Chapters 31 and
56 of the San Francisco Administrative Code, the Development Agreement Statute, the Enacting
Ordinance and all other applicable laws as of the Effective Date. This Agreement does not limit
the City's obligation to comply with applicable environmental laws, including CEQA, before
taking any discretionary action regarding the Project, or Developer's obligation to comply with
all applicable laws in connection with the development of the Project.

S. On , the Planning Commission held a public hearing and approved
Motion __, conditionally amending the Conditions of Approval applicable to the Project related
to the On-Site Requirement, which Conditiens of Approval are attached to this Agreement as
Exhibit D.

T. On , the Planning Commission held a public hearing on this Agreement,
duly noticed and conducted under the Development Agreement Statute and Chapter 56.
Following the public hearing, the Planning Commission made General Plan Consistency
Findings with respect to this Agreement and recommended adoption of an ordinance approving
this Agreement.

- U. On the Board, having received the Planning Commission's .
recommendations, held a public hearing on this Agreement pursuant to the Development
Agreement Statute and Chapter 56. Following the public hearing, the Board approved the
actions of OCII in granting the OCII Variation pursuant to Resolution No. " and adopted
Ordinance No. , approving this Agreement, incorporating by reference the General Plan
Consistency Findings, and authorizing the Planning Director to execute this Agreement on behalf
of the City (the “Enacting Ordinance"). The Enacting Ordinance took effecton __ , 2014,
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Now therefore, for good and valuable consideration, the receipt and sufficiency of which are
hereby acknowledged, the Parties agree as follows:

AGREEMENT
1. . GENERAL PROVISIONS
1.1  Incorporation of Preamble, Recitals and BExhibits. The preamble paragraph,

Recitals, and Exhibits, and all defined terms contained therein, are hereby incorporated into this
Agreement as if set forth in full.

12  Definitions. In addition to the definitions set forth in the above preamble
paragraph, Recitals and elsewhere in this Agreement, the following deﬁmtlons shall apply to this
Agreement:

1.2.1 “Administrative Code” shall mean the San Francisco Administrative Code.

122 “Affordable Housing Fee” shall mean the payment, pursuant to Section 2.1 of this

Agreement, from the Developer to the City in the amount of thirteen million eight

hundred fifty thousand dollars ($13,850,000) for fulfillment of the Transbay Affordable .
Housing Obligation.

1.2.3 “Board of Supervisors” or “Board” shall mean the Board of Sﬁpervis.ors of the
City and County of San Francisco. :

124 “CCH” shall mean the Commission on Community Investment and
Infrastructure.

1.2.5 “City” shall have the meaning set forth in the preamble paragraph. Unless the
context or text specifically provides otherwise, references to the City shall mean the City
acting by and through the Planning Director or, as necessary, the Planning Commission
or the Board of Supervisors. The City’s approval of this Agreement will be evidenced by
the signatures of the Planning Director and the Clerk of the Board of Superv1sors [need to
confirm if the Clerk needs to sign].

1.2.6 “City Agency” or “City Agencies” shall mean, where appropriate, all City
departments, agencies, boards, commissions, and bureaus that execute or consent to this
Agreement and that have subdivision or other permit, entitlement or approval authority or
jurisdiction over the Project or the Project Site, together with any successor City agency,
department, board, or commission.

1.2.7 “City Attorney’s Office” shall mean the Office of the City Attorney of the City
and County of San Francisco.

1.2.8 “Director” or “Planning Director” shall mean the Director of Planning of the
City and County of San Francisco.
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1.2.9 “Indemnify” shall mean to indcmnify, defend, reimburse, and hold harmless.
1.2.10 “OCIY” shall mean Office of Community Investment and Infrastructure.

1.2.11 “Official Records” shall mean the official real estate records of the City and
County of San Francisco, as maintained by the City’s Recorder’s Office.
1.2.12 “On-Site Requirement” is defined in Recital B.

1.2.13 “Party” means, individually or collectively as the context requires, the City and
Developer (and, as Developer, any Transferee that is made a Party to this Agreement
under the terms of an Assignment and Assumption Agreement). “Parties” shall have a
correlative meaning. .

1.2.14 “Plan” shall mean the Transbay Project Area Redevelopment Plan, Approved by
Ordinance No. 124-05, Adopted by the Board of Supervisors on June 21, 2005 and
Ordinance No. 99-06 adopted by the Board of Supervisors May 9, 2006, as amended
from time to time.

1215 “Planning Code” shall mean the San Francisco Planning Code.

1.2.16 “Planning Commission” or “Commission” shall mean the Planning Commission
of the City and County of San Francisco.

1.2.17 “Planning Department” shall mean the Planning Department of the City and
County of San Francisco. ‘

- 1.3 Effective Date. This Agreement shall take effect upon the later -of (i) the full
execution of this Agreement by the Parties and ' (ii) the effective date of the Enactmg Ordinance
(“Effective Date”). The Effective Date is .

1.4 I_e_rn_:g. The term of this Agreement shall commence upon the Effective Date and
shall .continue’in full force and effect for the earlier of (i) Project completion (as evidenced by
issuance of the Temporary Certificate of Occupancy) or (ii) ten (10) years after the effective
date., unless extended or earlier terminated as provided herein (“Term”). Following expiration
of the Term, this Agreement shall be deemed terminated and of no further force and effect except
for any provisions which, by their express terms, survive the expiration or termination of this
Agreement.

2. PROJECT CONTROLS AND VESTING

2.1  Project Controls; Affordable Housing Fee. During the term of this Agreement,
Developer shall have the vested right to develop the Project Site in accordance with the Existing
Requirements, provided (i) within 30 days following the Effective Date, Developer shall pay to
the City the Affordable Housing Fee, and (ii) upon the City’s receipt of the Affordable Housing
Fee, the On-Site Requirement shall not apply to the Project. Upon receipt, the City shall transfer
the Affordable Housing Fee to OCII to be used by OCH to fulfill the Transbay Affordable
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Housing Obligation. The City agrees to work collaboratively with OCII to seek to maximize thé

number of affordable units that can be built with the Affordable Housing Fee. OCII shall have
the right, in its sole discretion, to determine how and where to apply the Affordable Housing Fee,
with the only restriction being that OCII use the Affordable Housing Fee for predevelopment and
development expenses and administrative costs associated with the acquisition, construction or
rehabilitation of affordable housing in the Project Area. Developer shall have no right to
challenge the appropriateness.or the amount of any expenditure, so long as it is used for

 affordable housing in the Project Area. '

2.2 Vested Rights. The City, by entering into this Agreement, is limiting its future
discretion with respect to Project approvals that are consistent with this Agreement during the
Term. Consequently, the City shall not use its discretionary authority in considering any
application to change the policy decisions reflected by the Agreement or otherwise to prevent or
to delay development of the Project as set forth in the Agreement. Instead, implementing
approvals that substantially conform to or implement the Agreement shall be issued by the City
so long as they substantially comply with and conform to this Agreement. The City shall not use
its discretionary authority to change the policy decisions reflected by this Agreement or
otherwise to prevent or to delay development of the Project as contemplated in this Agreement. .
The City shall take no action under this Agreement nor impose any condition on the Project that
would conflict with this Agreement. ‘

23 Changes in Federal or State Laws. If Federal or State Laws issued, enacted,
promulgated, adopted, passed, approved, made, implemented, amended, or interpreted after the
Effective Date have gone into effect and (i) preclude or prevent compliance with one or more
provisions of the this Agreement, or (ii) materially and adversely affect Developer's or the City's
" rights, benefits or obligations, such provisions of this Agreement shall be modified or suspended
as may be necessary to comply with such Federal or State Law. In such event, this Agreement
shall be modified only to the extent necessary or required to comply with such Law. If any such
changes in Federal or State Laws would materially and adversely affect the construction,
development, use, operation or occupancy of the Project such that the Development becomes
economically infeasible, then Developer shall notify the City and propose amendments or
solutions that would maintain the benefit of the bargain (that is this Agreement) for both Parties.

2.4  Changes to Development Agreement Statute. This Agreement has been entered
into in reliance upon the provisions of the Development Agreement Statute. No amendment of
or addition to the Development Agreement Statute which would affect the interpretation or
enforceability of this Agreement or increase the obligations or diminish the development rights
of Developer hereunder, or increase the obligations or diminish the benefits to the City hereunder
. shall be applicable to this Agreement unless such amendment or addition is specifically required
by Law or is mandated by a court of competent jurisdiction. If such amendment or change is
* permissive rather than mandatory, this Agreement shall not be affected.

2.5  Taxes. Nothing in this Agreement limits the City’s ability to impose new or
increased taxes or special assessments, or any equivalent or substitute tax or assessment.

DRAFT
349



Exhibit B

3. . DEVELOPER REPRESENTATIONS, WARRANTIES AND COVENANTS

3.1  Interest of Developer; Due Organization and Standing. Developer represents that
it is the legal owner of the Project Site, and that all other persons with an ownership or security
interest in the Project Site have consented to this Agreement. Developer is a Delaware limited
liability company. Developer has all requisite power to own its property and authority to
conduct its business as presently conducted. Developer has made all required state filings
required to conduct business in the State of California and is in good standing in the State of
California.

3.2  No Conflict with Other Agreements; No Further Approvals; No Suits. Developer
warrants and represents that it is not a party to any other agreement that would conflict. with
Developer’s obligations under this Agreement. Neither Developer’s articles of organization,
bylaws, or operating agreement, as applicable, nor any other agreement or law in any way
prohibits, limits or otherwise affects the right or power of Developer to enter into and perform all
of the terms and covenants of this Agreement. No consent, authorization or approval of, or other
action by, and no notice to or filing with, any governmental authority, regulatory body or any
other person is required for the due execution, delivery and performance by Developer of this
Agreement or any of the terms and covenants contained in this Agreement. To Developer’s
knowledge, there are no pending or threatened suits or proceedings or undischarged judgments
affecting Developer or any of its members before any court, governmental agency, or arbitrator
which might materially adversely affect Developer’s business, operations, or assets or
Developer’s ability to perform under this Agreement. -

3.3  No Inability to Perform; Valid Execution. Developer warrants and represents that
it has no knowledge of any inability to perform its obligations under this Agreement. The
execution and delivery of this Agreement and the agreements contemplated hereby by Developer
have been duly and validly authorized by all necessary action. This Agreement will be a legal,
valid and bmdmg obligation of Developer, enforceable against Developer in accordance with its
terms.

3.4  Conflict of Interest. Through its execution of this Agreement, Developer
acknowledges that it is familiar with the provisions of Section 15.103 of the City’s Charter,
Article I, Chapter2 of the City’s Campaign and Governmental Conduct Code, and
Section 87100 ef seq. and Section 1090 ef seq. of the California Government Code, and certifies
that it does not know of any facts which constitute a violation of said provisions and agrees that
it will immediately notify the City if it becomes aware of any such fact during the Term.

3.5  Notification of Limitations on Contributions. Through execution of this
Agreement, Developer acknowledges that it is familiar with Section 1.126 of City’s Campaign
and Governmental Conduct Code, which prohibits any person who contracts with the City,
whenever such transaction would require approval by a City elective officer or the board on
which that City elective officer serves, from making any campaign contribution to the officer at
any time from the commencement of negotiations for a contract as defined under Section 1.126
of the Campaign and Governmental Conduct Code until six (6) months after the date the
contract is approved by the City elective officer or the board on which that City elective officer
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serves. San Francisco Ethics Commission Regulation 1.126-1 provides that negotiations are
commenced when a prospective contractor first communicates with a City officer or employee
about the possibility of obtaining a specific contract. This communication may occur in person,
by telephone or in writing, and may be initiated by the prospective contractor or a City officer or
employee. Negotiations are completed when a contract is finalized and signed by the City and
the contractor. Negotiations are terminated when the City and/or the prospective contractor end
the negotiation process before a final decision is made to award the contract.

3.6  Other Documents. No document furnished or to be furnished by Developer to the
City in connection with this Agreement contains or will contain to Developer’s knowledge any
untrue statement of material fact or omits or will omit a material fact necessary to make the
statements contained therein not misleading under the circumstances under which any such
statement shall have been made.

3.7  No Suspension or Debarment. Neither Developer, nor any of its officers, have
been suspended, disciplined or debarred by, or prohibited from contracting with, the U.S.
General Services Administration or any federal, state or local governmental agency.

3.8° No Bankruptcy. Developer represents and warrants to City that Developer has
neither filed nor is the subject of any filing of a petition under the federal bankruptcy law or any
federal or state insolvency laws or laws for composition of indebtedness or for the reorganization
of debtors, and, to the best of Developer’s knowledge, no such filing is threatened. ‘

3.9 Taxes. Without waiving any of its rights to seek administrative or judicial relief
from such charges and levies, Developer shall pay and discharge all taxes, assessments and
governmental charges or levies imposed on it or on its income or profits or on any of its property
before the date on which penalties attach thereto, and all lawful claims Wthh, if unpaid, would -
become a lien upon the Project Site.

3.10 Notification. Developer shall promptly notify City in writing of the occurrence of
any event which might materially and adversely affect Developer or Developer’s business, or
that would make any of the representations and warranties herein untrue, or that would, with the
giving of notice or passage of time over the Term, constitute a default under this Agreement.

3.11 Nexus/Reasonable Relationship Waiver. Developer consénts to, and waives any
rights it may have now or in the future, to challenge with respect to the Project, the legal validity
of, the conditions, requirements, policies, or programs required by this Agre¢ment, including,
without limitation, any claim that they constitute an abuse of police power, violate substantive
due process, deny equal protection of the laws, effect a taking of property without payment of
just compensation, or impose an unlawful tax. :

3.12 Indemnification of City. Developer shall Indemnify the City and OCII (each an
“Indemnified Party”) and the Indemnified Party’s officers, agents and employees from and, if
requested, shall defend them against any and all loss, cost, damage, injury, liability, and claims
(“Losses™) arising or resulting directly or indirectly from this Agreement and Developer’s
performance (or nonperformance).of this Agreement, regardless of the negligence of and

10
DRAFT

351



Exhibit B

regardless of whether liability without fault is imposed or sought to be imposed an Indemnified
Party, except to the extent that such Indemnity is void or otherwise unenforceable under
applicable law, and except to the extent such Loss is the result of the active negligence or willful
misconduct of an Indemnified Party. The foregoing Indemnity shall include, without limitation,
reasonable fees of. attorneys, consultants and experts and related ‘costs, and the Indemnified
Party’s cost of investigating any claims against the Indemnified Party. All Indemnifications set
forth in this Agreement shall survive the expiration or termination of this Agreement.

3.13 Payment of Fees and Costs.

3.13.1. Developer shall pay to the City all City Costs during the Term within thirty (30)
days following receipt of a written invoice from the City. Each City Agency shall submit to the -
Planning Department or another City agency as designated by the Planning Department monthly
or quarterly invoices for all City Costs incurred by the City Agency for reimbursement under this
Agreement, and the Planning Department or its designee shall gather all such invoices so as to
submit one City bill to Developer each month or quarter. To the extent that a City Agency fails
to submit such invoices, then the Planning Department or its designee shall request and gather,
such billing information, and any City Cost that is not invoiced to Developer within twelve (12)
months from the date the City Cost was incurred shall not be recoverable.

‘ 3.13.2. The City shall not be required to process any requests for approval or take other
actions under this Agreement during any period in which payments from Developer are past due.
If such failure to make payment continues for a period of more than sixty (60) days following
notice, it shall be a Default for which the City shall have all rights and remedies as set forth in
- Section 7.4. :

3.14 Mello-Roos Community Facilities District. The Project shall be subject to the
provisions of the proposed City and County of San Francisco Transbay Center District Plan
[Mello-Roos] Community Facilities District No. 2014-1 (Transbay Transit Center) (“CFD”),
once established, to help pay the costs of constructing the new Transbay Transit Center, the
Downtown Rail Extension (“DTX”), and other improvements in the Transit Center District Plan
area. The special tax rate has not been established, but will be equal to or less than those set forth
in the CFD Rate and Method of Apportionment (“RMA”) attached hereto as Exhibit

i. If the Project is not subject to a CFD that will help pay the costs of constructing the
new Transbay Transit Center, the DTX, and other improvements in the Transit Center District
Plan area on the date that a Final C of O is issued to the Developer, then the Developer will be
required to pay to the City for transmittal to the TTPA, and retention by the City as applicable, of
the estimated CFD taxes amount that would otherwise be due to the San Francisco Office of the
Assessor-Recorder (“Assessor-Recorder”) if the CFD had been established in accordance with
the rates established in the RMA.

ii. The “amount that would otherwise be due” under 3.14(i) above shall be based on the
RMA attached hereto as Exhibit __, calculated as if the Project were subject to the RMA from
the date of issuance of the Final C of O until the Project is subject to the CFD.
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1iii. If the City proposes a CFD. covering the Site, Developer agrees to cast its vote in
- favor of the CFD, provided that the tax rates are not greater than the Base Special Tax rates in
the RMA attached as Exhibit _to this Agreement.

4. - MUTUAL OBLIGATIONS

41  Notice of Completion or Revocation. Upon the Parties’ completion of
performance or revocation of this Agreement, a written statement acknowledging such
completion or revocation, signed by the appropnate agents of City and Developer, shall be
recorded in the Official Records.

4.2  Estoppel Certificate. Developer may, at any time, and from time to time, deliver
written notice to the Planning Director requesting that the Planning Director certify in writing
that to the best of his or her knowledge: (i) this Agreement is in full force and effect and a
binding obhgatlon of the Parties; (ii) this Agreement has not been amended or modified either
orally or in writing, and if so amended or modified, 1dent1®mg the amendments or modifications
and stdting their date and nature; (iii) Developer is not in default in the performance of its
obligations under this Agreement, or if in default, describing therein the nature and amount of
~ any such defaults; and (iv) the findings of the City with respect to the most recent annual review

performed pursuant to Section 9.2 below. The Planning Director shall execute and return such
certificate within forty-five (45) days following receipt of the request. Each Party acknowledges:
that any mortgagee with a mortgage on all or part of the Project Site, acting in good faith, may
rely upon such a certificate. A certificate provided by the City establishing the status of this
Agreement with respect to any lot or parcel shall be in recordable form and may be recorded
with respect to the affected lot or parcel at the expense of the recording party.

4.3 Cooperation in the Event of Third-Party Challenge.

4.3.1 Inthe event any legal action or proceeding is instituted challenging the validity of
any provision of this Agreement, the Parties shall cooperate in defending against such
challenge. The City shall promptly notify Developer of any Third-Party Challenge
inistituted against the City.

4.3.2 Developer shall assist and cooperate with the City at its own expense in
connection with any Third-Party Challenge. The City Attorney’s Office may use its own
legal staff or outside counsel in connection with defense of the Third-Party Challenge, at
the City Attorney’s sole discretion. Developer shall reimburse the City for its actual
costs in defense of the action or proceeding, including but not limited to the time and
expenses of the City Attorney’s Office and any consultants; provided, however)
Developer shall have the right to receive monthly invoices for all such costs. Developer
shall Indemnify the City from any other liability incurred by the City, its officers, and its
employees as the result of any Third-Party Challenge, including any award to opposing
counsel of attorneys’ fees or costs, except where such award is the result of the willful
misconduct of the City or its officers or employees. This section shall survive any
judgment invalidating all or any part of this Agreement.
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433 Affordable Housing Fee Challenge. The Parties agree that if a Third Party
Challenge is initiated regarding the validity or enforceability of this Agreement or,
specifically of the Affordable Housing Fee, Developer shall not sell [or lease?] the residential
units designated for and required to complete the On-Site Requirements until the validity and
enforceability of this Agreement, including payment of the Affordable Housing Fee, has been
finally determined and upheld. If this Agreement or the Affordable Housing Fee is not
upheld (on any final appeal), then Developer will satisfy the On-Site Requirements with the
designated residential units.

4.4  Good Faith and Fair Dealmg The Parties shall cooperate with each other and act
in good faith in complying with the provisions of this Agreement. In their course of performance
under this Agreement, the Parties shall cooperate and shall undertake such actions as may be
reasonably necessary to implement the Project as contemplated by this Agreement.

4.5  Agreement to Cooperate; Other Necessary Acts. The Parties agree to cooperate
with one another to expeditiously implement the Project in accordance with this Agreement, and
to undertake and complete all actions or proceedings reasonably necessary or appropriate to
ensure that the objectives of the' Agreement are fulfilled during the Term. Each Party shall use
good faith efforts to take such further actions as may be reasonably necessary to carry out this
Agreement, in accordance with the terms of this Agreement (and subject to all applicable laws)
in order to provide and secure to each Party the full and complete enjoyment of its rights and
privileges hereunder.

5. PERIODIC REVIEW OF DEVELOPER’S COMPLIANCE

5.1  Annual Review. Pursuant to Section 65865.1 of the Development Agreement
Statute, at the beginning of the second week of each January following final adoption of this
Agreement and for so long as the Agreement is in effect (the “Annual Review Date™), the
Planning Director shall commence a review to ascertain whether Developer has, in good faith,
complied with the Agreement. The failure to commence such review in January shall not waive
the Planning Director’s right to do so later in the calendar year; provided, however, that such
review shall be deferred to the following January if not commenced on or before May 31st.

5.2 Review Procedure. In conducting the required initial and annual reviews of
Developer’s compliance with this Agreement, the Planning Director shall follow the process set
_ forth in this Section. : 4

5.2.1 Required Information from Developer. Upon request by the Planning Director
but not more than sixty (60) days and not less than forty-five (45) days before the Annual
Review Date, Developer shall provide a letter to the Planning Director confirming
- Developer’s compliance with this Agreement.

52.2 City Compliance Review. If the Planning Director finds Developer is not in
compliance with this Agreement, the Planning Director shall issue a Certificate of Non-
Compliance. The City’s failure to timely complete the annual review is not deemed to be
a waiver of the right to do so at a later-date within a given year, so long as the annual
review is commenced on or before May 31st, as contemplated in Section 5.1.

13
DRAFT

354



6.

Exhibit B

AlV[ENDMENT TERM]NATION EXTENSION OF TERM

6.1  Amendment or Termination. Except as provided in Section XX (Changes in State

and Federal Rules and Regulations) and Section XXX (Remedies), this Agreement may only be
amended or terminated with the mutual written consent of the Parties. Except as provided in this
Agreement to the contrary, the amendment or termination, and any required notice thereof, shall
be accomplished in the manner provided in the Development Agreement Statute and Chapter 56.

6.2 Extension Due to Legal Action, Referendum, or Excusable Delay.

6.2.1 If any litigation is filed challenging this Agreement or the validity of this
Agréement or any of its provisions, then the Term shall be extended for the number of
days equal to the period starting from the commencement of the litigation or the
suspension to the end of such litigation or suspension.

6.2.2 In the event of changes in state or federal laws or regulations, inclement weather,
delays due to strikes, inability to obtain materials, civil commotion, war, acts of
terrorism, fire, acts of God, litigation, lack of availability of commercially-reasonable
project financing (as a general matter and not specifically tied to Developer), or other
circumstances beyond the control of Developer and not proximately caused by the acts or
omissions of Developer that substantially interfere with carrying out the obligations
under this Agreement (“Excusable Delay”), the Parties agree to extend the time periods
for performance, as such time periods have been agreed to by Developer, of Developer’s
obligations impacted by the Excusable Delay. In the event that an Excusable Delay
occurs, Developer shall notify the City in writing of such occurrence and the manner in

“which such occurrence substantially interferes with the ability of Developer to perform

under this Agreement. In the event of the occurrence of any such Excusable Delay, the
time or times for performance of the obligations of Developer, will be extended for the
period of the Excusable Delay if Developer cannot, through commercially reasonable and
diligent efforts, make up.for the Excusable Delay within the time period remaining before.
the applicable completion date; provided, however, within thirty (30) days after the
beginning of any such Excusable Delay, Developer shall have first notified City of the
cause or causes of such Excusable Delay and claimed an extension for the reasonably
estimated period of the Excusable Delay. In the event that Developer stops any work as a
result of an Excusable Delay, Developer must take commercially reasonable measures to
ensure that the affected real property is returned to a safe condition and remains in a safe
condition for the duration of the Excusable Delay.

6.2.3 The foregoing Section XXXX notwithstanding, Developer may not seek to delay
the payment of the Affordable Housing Fee as a result of an Excusable Delay related to
the lack of availability of commercially reasonable project financing.

7. ENFORCEN[ENT OF AGREEMENT; REMEDIES FOR DEFAULT; DISPUTE
RESOLUTION
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7.1 Enforcement. The only Parties to this Agreement are the City and Developer.
This Agreement is not intended, and shall not be construed, to benefit or be enforceable by any
other person or entity whatsoever. '

7.2  Default. For purposes of this Agreement, the following shall constitute an event
of default (an “Event of Default”) under this Agreement: (i) except as otherwise specified in this
Agreement, the failure to make any payment within ninety (90) calendar days of when due; and

' (ii) the failure to perform or fulfill any other material term, provision, obligation, or covenant
hereunder, including complying with all terms of the Conditions of Approval, attached hereto as
Exhibit D, and the continuation of such failure for a period of thirty (30) calendar days
following a written notice of default and demand for compliance (a “Notice of Default”);
provided, however, if a cure cannot reasonably be completed within thirty (30) days, then it shall
not be considered a default if a cure is commenced within said 30-day period and diligently
prosecuted to completion thereafter.

7.3  Notice of Default. Prior to the initiation of any action for relief specified in-
Section XX below, the Party claiming default shall deliver to the other Party a Notice of Default.
The Notice of Default shall specify the reasons for the allegation of default with reasonable
specificity. If the alleged defaulting Party disputes the allegations in the Notice of Default, then
that Party, within twenty-one (21) calendar days of receipt of the Notice of Default, shall deliver
to the other Party a notice of non-default which sets forth with specificity the reasons that a
default has not occurred. The Parties shall meet to discuss resolution of the alleged default
within thirty (30) calendar days of the delivery of the notice of non-default. If, after good faith
negotiation, the Parties fail to resolve the alleged defaunlt within thirty (30) calendar days, then
" the Party alleging a default may (i) institute legal proceedings pursuant to Section XX to enforce
the terms of this Agreement or (ii) send a written notice to terminate this Agreement pursuant to
Section XX. The Parties may mutually agree in writing to extend the time periods set forth in
this Section.

7.4 Remedies.

7.4.1 Specific Performance; Termination. In the event of an Event of Default under this
Agreement, the remedies available to a Party shall include specific performance of the
Agreement in addition to any other remedy available at law or in equity (subject to the
limitation on damages set forth in Section XX below). In the event of an Event of
Default under this Agreement, and following a public hearing at the Board of Supervisors
regarding such Event of Default and proposed termination, the non-defanlting Party may
terminate this Agreement by sending a notice of termination to the other Party setting
forth the basis for the términation. The Party alleging a material breach shall provide a
notice of termination to the breaching Party, which notice of termination shall state the
material breach. The Agreement will be considered terminated effective upon the date
set forth in the notice of termination, which shall in no event be earlier than ninety (90)
days following delivery of the notice. The Party receiving the notice of termination may
take legal action available at law or in equity if it believes the other Party’s decision to
terminate was not legally supportable.
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7.4.2 Actual Damages. Developer agrees that the City shall not be liable to Developer
for damages under this Agreement, and the City agrees that Developer shall not be liable
to the City for damages under this Agreement, and each covenants not to sue the other for
or claim any damages under this Agreement and expressly waives its right to recover
damages under this Agreement, except as follows: (1) the City shall have the right to
recover actual damages only (and not consequential, punitive or special damages, each of
which is hereby expressly waived) for (a) Developer’s failure to pay sums to the City as
and when due under this Agreement, but subject to any express conditions for such
payment set forth in this Agreement, and (b) Developer’s failure to make payment due
under any Indemnity in this Agreement, and (2) either Party shall have the right to
recover attorneys’ fees and costs as set forth in Section XX, when awarded by an
arbitrator or a court with jurisdiction. For purposes of the foregoing, “actnal damages”
shall mean the actual amount of the sum due and owing under this Agreement, with
interest as provided by law, together with such judgment collection activities as may be
ordered by the judgment, and no additional sums.

7.5  Dispute Resolution. The Parties recognize that disputes may arise from time to
time regarding application to the Project. Accordingly, in addition and not by way of limitation
to all other remedies available to the Parties under the terms of this Agreement, including legal
action, the Parties agree to follow the dispute resolution procedure in Section XX that is designed
to expedite the resolution of such disputes. If, from time to time, a dispute arises between the
Parties relating to application to the Project the dispute shall initially be presented by Planning
Department staff to the Planning Director, for resolution. If the Planning Director decides the
dispute to Developer’s satisfaction, such decision shall be deemed to have resolved the matter.
Nothing in this section shall limit the rights of the Parties to seek judicial relief in the event that
they cannot resolve dlsputes through the above process.

7.6 Dlsgute Resolution Related to Changes in State and Federal Rules and
Regulations. The Parties agree to the follow the dispute resolution procedure in this Section XX

for disputes regarding the effect of changes to State and federal rules and regulations to the
_Project pursuant to Section XX.

7.6.1 Good Faith Meet and Confer Requirement. The Parties shall make a good faith
effort to resolve the dispute before non-binding arbitration. Within five (5) business days
after a request to confer regarding an identified matter, representatives of the Parties who
are vested with decision-making authority shall meet to resolve the dispute. If the Parties
are unable to resolve the dispute at the meeting, the matter shall immediately be
submitted to the arbitration process set forth in Section XX.

7.6.2 Non-Binding Arbitration. The Parties shall mutually agree on the selection of an
arbiter at JAMS in San Francisco or other mutually agreed to Arbiter to serve for the
purposes of this dispute. The arbiter appointed must meet the Arbiters’ Qualifications.
The “Arbiters’ Qualifications” shall be defined as at least ten (10) years of experience
in a real property professional capacity, such as a real estate appraiser, broker, real estate
economist, or attorney, in the Bay Area. The disputing Party(ies) shall, within ten (10)
business days after submittz_:tl of the dispute to non-binding arbitration, submit a brief with
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all supporting evidence to the arbiter with copies to all Parties. Evidence may include,
but is not limited to, expert or consultant opinions, any form of graphic evidence,
including photos, maps or graphs and any other evidence the Parties may choose to
submit in their discretion to assist the arbiter in resolving the dispute. In either case, any
interested Party may submit an additional brief within ten (10) business days after
distribution of the initial brief. The arbiter thereafter shall hold a telephonic hearing and
issue a decision in the matter promptly, but in any event within five (5) business days
after the submittal of the last brief, unless the arbiter determines that further briefing is
necessary, in which case the additional brief(s) addressing only those items or issues
identified by the arbiter shall be submitted to the arbiter (with copies to all Parties) within
five (5) business days after the arbiter’s request, and thereafter the arbiter shall hold a
telephonic hearing and issue a decision promptly but in any event not sooner than two (2)
business days after submission of such additional briefs, and no later than thirty-two'(32)
business days after initiation of the non-binding arbitration. Each Party will give due
consideration to the arbiter’s decision before pursuing further legal action, which decision
to ptlrsuc further legal action shall be made in each Party’s sole and absolute discretion.

7.7  Attorneys’ Fees. Should legal action be brought by either Party against the other
for an Event of Default under this Agreement or to enforce any provision herein, the prevailing
party in such action shall be entitled to recover its reasonable attorneys’ fees and costs. For
purposes of this Agreement, “reasonable attorneys’ fees and costs” shall mean the fees and
expenses of counsel to the Party, which may include printing, duplicating and other expenses, air
freight charges, hiring of experts, and fees billed for law clerks, paralegals, librarians and others
not admitted to the bar but performing services under the supervision of an attorney. The term
“reasonable attorneys’ fees and costs™ shall also include, without limitation, all such fees and
expenses incurred with respect to appeals, mediation, arbitrations, and bankruptcy proceedings,
and whether or not any action is brought with respect to the matter for which such fees and costs
were incurred. For the purposes of this Agreement, the reasonable fees of attorneys of City
Attorney’s Office shall be based on the fees regularly charged by private attorneys with the
equivalent number of years of experience in the subject matter area of the law for which the City
Attorney’s Office’s services were rendered who practice in the City of San Francisco in law
- firms with approximately the same number of attorneys as employed by the City Attomey s
Office.

7.8  No Waiver. Failure or delay in giving a Notice of Default shall not constitute a
waiver of such Event of Default, nor shall it change the time of such Event of Default. Except as
otherwise expressly provided in this Agreement, any failure or delay by a Party in asserting any
of its rights or remedies as to any Event of Defanlt shall not operate as a waiver of any Event of
Default or of any such rights or remedies, nor shall it deprive any such Party of its right to
institute and maintain any actions or proceedings that it may deem necessary to protect, assert, or
enforce any such rights or remedies.

7.9  Future Changes to Existing Standards. Pursuant to Section 65865.4 of the
Development Agreement Statute, unless this Agreement is terminated by mutual agreement of
the Parties or terminated for default as set forth in Section XX, either Party may enforce this
Agreement notwithstanding any change in any applicable general or specific plan, zoning,
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sﬁbdivision, or building regulation adopted by the City or the voters by initiative or referendum
(excluding any initiative or referendum that successfully defeats the enforceab1hty or
effectiveness of this Agreement itself).

7.10 Joint and Several Liability. If Developer consists of more than one person or
entity with respect to any real property within the Project Site or any obligation under this
Agreement, then the obligations of each such person and/or entity shall be joint and several.

8. MISCELLANEOUS PROVISIONS
8.1  Entire Agreement. This Agreement, including the preamble paragraph, Recitals

and Exhibits, constitute the entire understanding and agreement between the Parties with respect
to the subject matter contained herein.

8.2  Binding Covenants; Rin With the TLand. Pursuant to Section 65868 of the
Development Agreement Statute, from and after recordation of this Agreement, all of the
provisions, agreements, rights, powers, standards, terms, covenants and obligations contained in
this Agreement shall be binding upon the Parties and, subject to Article XX above, their
respective heirs, successors (by merger, consolidation, or otherwise) and assigns, and all persons
or entities acquiring the Project Site, or any portion thereof, or any interest therein, whether by
sale, operation of law, or in any manner whatsoever, and shall inure to the benefit of the Parties
and their respective heirs, successors (by merger, consolidation or otherwise) and assigns. All
provisions of this Agreement shall be enforceable during the Term as equitable servitudes and
constitute covenants and benefits running with the land pursuant to applicable law, including but
not limited to California Civil Code sect10n 1468.

8.3  Applicable Law and Venue. This Agreement has been executed and delivered in .
and shall be interpreted, construed, and enforced in accordance with the laws of the State of
California. All rights and obligations of the Parties under this Agreement are to be performed in
the City and County of San Francisco, and such City and County shall be the venue for any legal
action or proceeding that may be brought, or arise out of, in connection with or by reason of this
Agreement. '

84  Construction of Agreement. The Parties have mutunally negotiated the terms and
conditions of this Agreement and its terms and provisions have been reviewed and revised by
legal counsel for both the City and Developer. Accordingly, no presumption or rule that
ambiguities shall be construed against the drafting Party shall apply to the interpretation or
enforcement of this Agreement. Language in this Agreement shall be construed as a whole and
in accordance with its true meaning The captions of the paragraphs and subparagraphs of this
Agreement are for convenience only and shall not be considered or referred to in resolving
questions of construction. Each reference in this Agreement or to this Agreement shall be
deemed to refer to the Agreement as amended from time to time pursuant to the provisions of the
Agreement, whether or not the particular reference refers to such possible amendment.

8.5 Project Is a Private Undertaking; No Joint Ventqre or Partner_shig.‘
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8.5.1 The Agreement is to be undertaken by Developer the Project is a private
development and no portion shall be deemed a public work. The City has no interest in,
responsibility for, or duty to third persons conceming the Project. Developer shall
exercise full dominion and control over the Project Site, subject only to the limitations
and obligations of Developer contained in this Agreement. :

8.5.2 Nothing contained in this Agreement, or in any document executed in connection -
with this Agreement, shall be construed as creating a joint venture or partnership between
the City and Developer. Neither Party is acting as the agent of the other Party in any
respect hereunder. Developer is not a state or governmental actor with respect to any
activity conducted by Developer hereunder.

8.6  Recordation. Pursuant to Section 65868.5 of the Development Agreement
Statute, the clerk of the Board shall cause a copy of this Agreement or any amendment thereto to
be recorded in the Official Records within ten (10) business days after the Effective Date of this
Agreement or any amendment thereto, as applicable, with costs to be bome by Developer.

8.7  Obligations Not Dischargeable in Bankruptcv Developcr s obligations under this
Agreement are not dischargeable in bankruptcy.

8.8  Signature in Counteggart This Agreement may be executed in duplicate
counterpart originals, each of which is deemed to be an original, and all of which when taken
together shall constitute one and the same instrument.

8.9  Time of the Essence. Time is of the essence in the performance of each and every
covenant and obligation to be performed by the Parties under this Agreement.

8.10. Notices. Any notice or communication required or authorized by this Agreement
. shall be in writing and may be delivered personally or by registered mail, return receipt
requested. Notice, whether given by personal delivery or registered mail, shall be deemed to
have been given and received upon the actual receipt by any of the addressees designated below
as the person to whom notices are to be sent. Either Party to this Agreement may at any time,
" upon written notice to the other Party, designate any other person or address in substitution of the
person and address to which such notice or communication shall be given. Such notices or
communications shall be given to the Parties at their addresses set forth below:

To City:

John Rahaim

Director of Planning

San Francisco Planning Department
1650 Mission Street, Suite 400
San Francisco, California 94102
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with a copy to:

Dennis J. Herrera, Esq.

City Attorney

City Hall, Room 234

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

To Developer:

XXXXXX
XXXXXX

with a copy to:

Rachel B. Horsch

Pillsbury Winthrop Shaw Pittman LLP
4 Embarcadero Center, 22nd Floor
San Francisco, California, 94111

8.11 Limitations on Actions. Pursuant to Section 56.19 of the Administrative Code,
any decision of the Board of Supervisors made pursuant to Chapter 56 shall be final. Any court
action or proceeding to attack, review, set aside, void, or annul any final decision or
determination by the Board shall be commenced within ninety (90) days after such decision or
determination is final and effective. Any court action or proceeding to attack, review, set aside,
void or annul any final decision by (i) the Planning Director made pursuant to Administrative
Code Section 56.15(d)(3) or (ii) the Planning Commission pursuant to Administrative Code -
Section 56.17(e) shall be commenced within ninety (90) days after said decision is final.

8.12 Severability. If any term, provision, covenant, or condition of this Agreement is
held by a court of competent jurisdiction to be invalid, void, or unenforceable, or if any such
term, provision, covenant, or condition does not become effective until the approval of any Non-
City Responsible Agency, the remaining provisions of this Agreement shall continue in full force
and ‘effect unless enforcement of the remaining portions of the Agreement would be
unreasonable or grossly inequitable under all the circumstances or would frustrate the purposes
of this Agreement. Notwithstanding the foregoing, the Developer and the City agree that the
Agreement will terminate and be on no force or effect if Section 2.1 herein is found invalid, void
or unenforceable.

8.13 Sunshine. Developer understands and agrees that under the City’s Sunshine
Ordinance (Administrative Code, Chapter 67) and the California Publie Records Act (California
Government Code section 6250 ef seq.), this Agreement and any and 2ll records, information,
and materials submitted to the City hereunder are public records subject to public disclosure. To
the extent that Developer in good faith believes that any financial materials reasonably requested
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by the City constitutes a trade secret or confidential proprietary information protected from
disclosure under the Sunshine Ordinance and other applicable laws, Developer shall mark any
such materials as such, . When a City official or employee receives a request for information
that has been so marked or designated, the City may request further evidence or explanation from
Developer. If the City determines that the information does not constitute a trade secret or
proprietary information protected from disclosure, the City shall notify Developer of that
conclusion and that the information will be released by a specified date in order to provide
Developer an opportunity to obtain a court order prohibiting disclosure.

[Remainder of Page Intentionally Blank;

Signature Page Follows]
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IN WITNESS WHEREOF, the Parties hereto have executed this Agreement as of the day and
year first above written.

CITY
CITY AND COUNTY OF SAN Approved as to form:
FRANCISCO, a municipal corporation Dennis J. Herrera, City Attorney
By: By:

John Rahaim Heidi Gewertz

Director of Planning Deputy City Attorney
Approved on

Board of Supervisors Ordinance No.

DEVELOPER

181 FREMONT STREET LLC, a Delaware
limited liability company

By:

Name:

Title:

DRAFT FOR NEGOTIATION PURPOSES ONLY — SUBJECT TO CHANGE
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EXHIBIT I-1
REGIONAL LOCATION

SAN FRANCISCO, CALIFORNIA
OCTOBER 2013

Y- i -
" Refer to page 2 of 2 for zoom view of the CMA

e

| ("PMA"), the geographic source of demand, defined
! as the City of San Francisco

The blue area represents the Primary Market Area |

The red area represents the Competitive Market
Area ("CMA"), the geographic source of
competitive supply, defined as 'Urban San

Francisco,’ and defined by zip codes.

B A N N AL AR A e kA

07316.17 RegLoc.xlsx: RegLoc
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EXHIBIT I-1

REGIONAL LOCATION
SAN FRANCISCO, CALIFORNIA .
OCTOBER 2013
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07316.17 Demos.DemandCap.xlsm: Demos

EXHIBIT I-2

DEMOGRAPHIC SIMmY
PRIMARY MARKET AREA; SAN FRANCISCO, CALIFORNIA
OCTOBER 2013 -

Raddius

Geography 1-Mile

hel Areas
CMA

East SoMa Mission Misslon Bay Hayes Valley West SoMa Central Market
General Information .
Population ('13) 60,854 12,932 58,648 10,423 13,679 12,929 27,146
Households ('13) 34,322 7,603 24,091 4,892 7,318 6,225 14,275
% PMA 9.6% 2.1% 6.8% - 1.4% 2.1% 17% 4.0%
Annual Growth (#, '13-'18) . 532 226 266 : 158 80 109 238
% PMA -+ 15.6% 6.6% 7.8% 46% - 2.3% 3.2% 6.9%
Over $100k HH Growth 406 191 . 235 126 65 99 55
Under $100k HH Growth 126 35 31 32 16 9. o182
Annual Growth (%, '13-'18) L5% 2.8% 1.1% 3.0% 1.1% 1.7% 1.6%
Houschold Size ('13) 1.68 1.62 2.36 1.91 1.82 1.68 . 168
Honsehold Breakdown ('13) - .
1 Person 56% 52% - 37% 41% 51% 54% 65%
2 Person 31% 38% 30% 40% 31% 33% 19%
3+ Person 14% 10% 33% 19% 18% 12% 16%
Age Breakdown - HHs ('13) '
Medien Age (Pop) 431 36.7 364 33.8 36.5 427 43.9
Under 25 4% 4% { 3% { 4% 3% 2% { 4%
25-34 46% 23% % 35% 54% 26% 0% 40% 38% 1% 479 23% | 65% 17%
35-44 . 18% 26% 25% ° 27% 23% 22% - 17%
45-54 16% 16% 18% 13% 18% 13% 22%
55-64 15% 1% 13% 8% 13% 1% 20%
65-74 : 1% 5% 8% 6% 7% 10% 11%
75+ 13% 2% 6% © 3% 4% 19% 9%
Income Breakdown ('13) ’
Average Income: $94,249 $167,878 $98,770 $145,565 $94,512 $116,027 $37,750
Median Income ' $43,734 $116,029 $66,317 $110,601 $61,905 $71,642 $18,830
vs. PMA . -40% 60% 9% . 52% -15% -1% -14%
Under $50K 53% 23% 41% 26% 43% 43% 7%
$50-$75K 9% 9% 14% 11% 15% 8% 9%
$75-$100K . ™ 10% 12% 10% 12% ™% 6%
$100-$150K 13% 21% 15% 20% 14% 15% 5%
$150-5200K 6% ESEA 13% 9% 13% ™% L% ew 1%
$200K+ 11% 25% 10% 20% 9% 15% 2%
Rental Housing ("11) @
% Owner ) 36% 42% 26% 33% 17% 29% 4%
Owner HHs ('13) : 12,376 3,203 6,223 1,590 1,236 1,783 564
% PMA 9.4% 2.4% 4.7% 1.2% 0.9% 1.4% 0.4%
Annual New Owner HHs (13-18) 152 95 69 51 14 9

(1) The CMA is defined by zIp code and Identified as "Utban San Francisco', while the PMA is defined as San Francisco City/County, Refer to Exhibit 1-1 for details,
(2) The 9-County Bay Area is defined by the following counties: San Francisco, Marin, San Mateo, Santa Clars, Alameds, Contra Costa, Napa , Solano and Sonoma.
(3) 2011 American Community Sucvey S-year egtimates used. 1-mile radius census data based on closest available census tracls

Page 1 of?

. 31

CMA PMA M
403,298 825,538 7,352,834
206,089 355,873 2,684,502
57.9% 100.0% T 754.3%
2,287 . 3,423 26,347
66.8% 100.0% 769.7%
2,105 3,409 24,613
182 14 1,734 :
1.1% 0.9% 1.0%
1.88 2.25 2.68
48% 39% 26%
32% 31% 30%
20% 30% 43%
39.0 38.5
3% 3%
7[ 25% { 15%
22% 20%
17% 22%
14% 19%
10% 11% 12%
9% 10% 10%
$109,062 $108,274 $107,479
$69,301 $72,656 $74,423
5% 7 0% 2%
40% 38% 34%
13% 14% 16%
11% 12% 12%
0, ) D,
13% 12% 11%
26% 3% 57%
52,688 131,995 " 1,538,360
39.9% " 100.0% 1165.5%
585 . 1,270 15,008

Sources; Cleritas, U,S. Census 2011
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EXHIBIT -2

DEMOGRAPHIC COMPARISON - NEIGHBORHOOD COMPARISON
PRIMARY MARKET AREA; SAN FRANCISCO, CALIFORNIA
OCTOBER 2013

70,000 14.0% 3.5% 100% 2.75
Population and Households by Neighborhood 12.0% Capture Rates: Fair Share vs, Growth 90% |— Household Size and Distribution by Neighborhood
60,000 |~ — ——— — B 0% — e 3.0%
) . 80% ] 225
50,000 10.0% 2.5% 70% s
40,000 8.0% 2.0% 60% |- . DN NN B . .. i
6.0% 1.5% 50% | 1.25
oo 40% 1.0% 0% -
20,000 o - 30% - 978
20% 0.5% 20% -
10,000 0.25
0.0% 0.0% 10% —
o East Soma Mission MissionBay Hayes WestSoMa Central 0% 1 S 025
Central Valley Market EastSoma Mission MissionBay Hayes WestSoMa Centrl
Market g " Valley Market
r HH Share ( ) Annual FH Growth Share (CMA) HH Growth Rate I R | Person HHs WS 2 Person HHa Avg, Household Size ]
80% 500 325 = 80% $200,000
3 Age Distribution by Neighborhood 50 300 |——HH Growth Projections by Neighbarhood N Median Income and Income Distribution $180,000
T0% - 275 o e 70% g
400 2% ; % $160,000
60% 1 35.0 25 $140,000
- 50% 1
50% 300 200 $120,000
175 40% $100,000
. 25, '
w 40% 0 150 0% $80,000
~J 20% 20.0 125 . $60,000
'y 15.0 100 20%
20% 15 N $40,000
100 0 10% $20,000
10% 50 25 0% g $o0
% 0.0 0 EastSoma Mission Mission  Hayes WestSoMa Central
EastSoma  Mission Mission Bay Hayes WestSoMa  Central EastSoma  Mission Mission Bay Hayes Valley WestSoMa  Central Bay Valley Market
Valley Market Market w—75-5100K  WemsSI00-SISOK  Gmo3$150-5200K
e Under25 % N Ape25-34% WmAge35.44% ~———Median Age r W Annua] HH Growth W Over $100k HH Growth am $200K+ —— Average Income
120% T
Renter HHs by Product Type
100%
80% [
60%
40%
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" g
0% AT Ra el
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[ % Renter HHs rent 4-50 Unit At W% Renter HEs rent S0+ Unit Att, |
07316.17 Demos.DemandCap.xlsm: Demo Comparo Page 2 of 2
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EXHIBIT I-3

HISTORICAL EMPLOYMENT TRENDS

SAN FRANCISCO COUNTY
1995 THROUGH 2018
Ann, Growth % County Employment
Annual Employment (0005) ! Forecast 13118 Shilt Share
Employment Industry 1995 1996 1997 1998 1999 2000 2001 - 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 12014 2015 2016 2017 2018 0813, % # 2013 2018 Nominal %
R — ~ T ”
San Francisco County ) ]
Profesionsl & Business Services 1066 135 1076 1217 1255 1327 1257 11t2 1046  lol2 1068 137 1211 1251 1187 190 1280 I3RS M4 182 1542 Q601 1645 1667 26% b
Education & Health Services 489 " 4.0 515 557 568 533 524 520 524 534 544 553 565 578 578 SRl 586 608 619 635 657 - 678 69.4 70.3 1%
Lelsurs & Hospitality 60.8 633 669 693 714 733 727 64 698 708 720 740 764 7901 157 166 792 828 8641 887 913 94.1 96.3 97.7 15%
Contruction 126 135 156 111 187 195 187 180 177 165 163 173 187 19.0 153 141 134 146 I5A] 168 17.9 18.3 93 193 3% [t 194
Government 845 841 833 81.6 837 B79 866 882  BB6 . 880 896  OLO 923 942 924 928 927  SLT 9431 918 93.8 95,1 95.6 93.9 15% -08% -5.0%
Manufucturing 279 217 274 266 247 22 179 1506 134 123 17 112 0e o 92 B.6 85 9.2 1! 1 9.2 9.2 92’ 2.0 1% -02% -103%
Finencis! Activities 60.1 617 608 626 641 661 63 6.2 597 510 5713 578 SBS  SBl 528 512 502  5L2 5221 530 34.0 353 56.5 57.1 9% -01% -09%
Wholesale Trade 154 157 155 153 150 146 139 128 127 122 N9 1B 122 123 10.8 103 108 119 1231 124 126 i2.6 126 125 2% B2% -B0%
Retall Trade 390 405 430 441 452 474 460 435 43 428 432 441 441 43 412 400 08 423 429) a3 1.6 41.8 438 437 . . % -06% 1%
Other Services (except Public Admin) 226 228 247 254 254 254 255 238 234 230 22 234 242 255 249 248 253 262 2641 268 272 27.8 21, 280| 0t% 12% 17| 5% 4% _82%  37%
Trwportation, Warehowsing, & Utllitles 234 235 239 229 206 . 201 193 176 176 162 162 158 154 155 146 141 By M1 M7l M8 151 15.5 57 57! 1% {1:,} i W % 2%
Information 192 187 217 28 283 367 296 234 207 192 170 172 195 19.5 192 193 214 DS U4 249 253 257 260 261 46% }M%} AL B % 4%
Natural Resousces & Mining 0.t 0.1 0.1 0.1 00 0.0 0.0 0.0 0.0 0.8 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 00! 00 0.0 0.0 0.0 0.0 | -164% -15% 00| % o%
3Q 2013 Total Non-Farm (000) S0 5356  SSL9 5664 5797 5993 S786 582 5239 si27 5198 5315 5498 f[RA0d] 5326 sBs 5425 5667 [EMlJll s 6095 6S9 @369 A0 | 0I% 20% 60.6 | 100% 100%
Y/Y Change (000) 146 163 144 133 19.6 -30.6 -40.4 -14.3 -11.3 134 117 183 1.0 -28.3 -6 139 23 147 ) 2.0 16.6 159 110 352
% Change L 28% 0% 26%  23% 34wl -2e  -r0% 2o -2umll res 23%  dee 2ol -som 0%\ 264 44% 26%) 2% 2.8% 2.6% 1.8% 0.3%)
Cumulathve Los: i .06 4% 0.4% 5.7% H 183%
4Q 2012 Total Non-Farm (000) 521 5356  5SL9 - S664  STO.7 5993 S786 5382 5235 5127 5198 SIS 5498 5610 5320 S66 5362 5536 5655 5795 5979
% Changn 1Ly 4.9 5 -
22% 25% 3.2%
40 2012 vs. 30 3013 Projection Chonge: |55 3.0%] [EF124%) DL 00
o 650 } Lo 2013 San Francisco County
- ! s 1t oox Employment
~J N ) : i
N 600 : | 8%
. ! g
! I'» 7.0%
t i
550 ! f 0%
500 4 § - ; 40%
n 3.0%
450 T W 20%
= !
g : g
: i o
g 400 A v 00% 2
ES I E
E \n ‘Lw
350 4 . ! 2.0% E
i) 30% 2
300 - I ; 4% <
AH -5.0% W Professional & Business Services
250 4 ” 6.0% # Education & Health Services
O Leisure & Hospitality
! 0% B Construction
200 : 0% ® Govermment
0.0% nMunufm:mﬂng
: § - MFinancial Activities
150 k I ! () . -10.0% 8 Wholesale Trade
1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 201 2012 2013 2014 2015 2016 2017 2018 ® Retall Trads
Year @ Qther Services (except Public Admin.)
I W Total Non-Farm Employ Hi 1/P1 i ~f~Total Non-Farm Empl Y/Y Change ] W Transportation, Warchousing, & Utilities
I formati
Note: All employment figures represent year end .
Sources: Moody's Economy.com last updated September 25, 2013
07316.17 Employment Trends.xlsmExhibit - Oct’ THE CONCORD GROUP
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EXHIBIT 14

EMPLOYMENT NODES
PRIMARY MARKET AREA
2011

ik

; ’,' Mid-Market
| Civic Center, Offices, Shopping

ﬂﬁg

» 1=16.Jobs
© 17 =251 Jobs

® 252 -1,270 Jobs
@ 1,271 -~ 4,013 Jobs
@ 4,014 -9,786 Jobs

Bil 5 - 3,136 Jobs/Sg.Mils

B 3,137 ~ 12,531 JobalSq.Mile
B 12,532 - 28,186 Jobs/Sq.Mile
K 28,169 - 50,109 Jobs/Sq.Mile
Ml 50,110 - 78,293 Jobs/Sq.Mila

’ Source: Longitudinal Employer-Household Dynamics, U.S, Census Bureau, 2010

THE CONCORD GROUP
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San Francisco

B

Color-Coded by Cify
Red = CMA
Purple = San Francisco
Orunge = Inner East Bay
Yellow = Peninsula
Pink = North Bay
Blue = Outer East Bay
Green = South Bay

EXHIBIT I-5

COMMUTING PATTERNS AND SUBMARKET CHARACTERISTICS

COMPETITIVE MARKET AREA o)
2011

CMA '
Commute Patterns

A .‘l
5 Inner East Bay i

i
i

14]

%A Share Number
San Francisco 7% 40% 159,911
Inner East Bay 5% 15% 60,654
Peninsula 8% 11% 46,026
North Bay 15% 6% 26,111
Outer East Bay 6% 6% 25,675
South Bay 14% 4% 15,191
Sacramento Area 39% 1% 4,982
Other 20% 16% 64,123

. Totak . 10% 100% 402,673

=

CMA Employed Population (Resid . '
: 2011 2010

e,
| SouthBay |

(1) CMA defined as "Urban San Francisco, and comprised of zip codes. See ExhibitI-1 for market ares delineation map.

Source: Longitudinal Employer-E hold D

U.S. Census Burean

07316.17 Commuting Patterns.xlsx: CMA. (1)

Page 1 of 3

C to; % A Share Number . _ Share Number

‘San Francisco 8% 61% 108,474 61% 100,034
Inner East Bay 1% 9% . 16,144 9% 15,030
Peninsula 10% 6% 10,590 6% 9,603
North Bay T 3% 5% 9,475 6% 9,786
Outer Bast Bay 8% 3% 5,847 3% 5,392
South Bay 9% 5% 8,497 5% 7,816
Sacramento Area 27% 1% 2,013 1% 1,588
Other © 31% 10% 18,189 9% 13,871

Total: 10% 100% 179,229 100% 163,120

THE CONCORD GROUP
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EXHIBIT I-5
COMMUTING PATTERNS AND SUBMARKET CHARACTERISTICS
EAST SOMA; SAN FRANCISCO, CALIFORNIA
2011

R Ay T Y T S e T O L eI

East SoMa Submarket
Commute Patterns

entral Market
A T

¢ |
i g
)

FE0 S " o
/J‘.r T .

| o
Note: Star indicates Subject Site Location
Source: Longitudinal Employer-Household Dynamics, U.S. Census Bureau

07316.17 Commuting Patterns.xlsx: E SoMa Focus ) Page 2 of 3

San Francisco

FiDi

East SoMa
Mission
West SoMa
Haight
North Beach
Hayes Valley
Mission Bay
Other SF

Outside SF

Central Market

41%
Total: 100%

East SoMa Employment Base:

Commute from: Share Number
San Francisco 29% 25,406
Van Ness 4% 3,133
Mission 2% 2,001
Haight 2% 1,630
Castro 2% - 1,595
Pac Heights 2% 1,526
Marina 2% 1,578
NoPa 1% 1,132
North Beach 1% 919
East SoMa 1% 1,159
Other SF 12% 10,733
Qutside SF % 63,080
Total: 100% 88,486

THE CONCORD GROUP
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EXHIBIT I-5

COMMUTING PATTERNS - KEY SUBMARKETS

COMPETITIVE MARKET AREA
2011
East SoMa Submarket West SoMa Submarket

C te to: # % Commute to: # %
San Francisco 3,123 66% San Francisco 4,477 48%
Oakland 232 5% Los Apngeles 338 4%
Palo Alto 128 3% Oakland 287 3%
San Jose 99 2% Sacramento 169 2%
South San Francisco 98 2% San Jose 169 2%
Emeryville 68 1% Palo Alto 167 2%
Redwood City 55 1% South San Francisco 131 1%
Santa Clara 53 1% San Diego 112 1%
Mountain View 52 1% Redwood City 87 1%
Burlingame 51 1% Santa Rosa 78 1%
Other 806 17% Other 3,248 35%
Total: 4,765 100% Total: - 9,263  100%

. Commute to: # %
C te to: # % San Francisco 2,269 66%
San Francisco 4,566 - 49% Oskland 142 4%
Oakland 284 3% South San Francisco 96 3%
Los Angeles 238 3% San Jose 85 2%
Palo Alto 218 2% Palo Alto 80 2%
San Jose 212 2% Mountain View 49 1%
Sacramento 173 2% San Mateo 43 1%
Redwood City 125 1% Menlo Park 39 1%
South San Francisco 111 1% Redwood City 34 1%
Burlingame 107 1% Berkeley 31 1%
San Mateo 104 1% Other 594 17%
Other 3,216 34% . Total: 3,462 100%
Total: 9,354 100%
Commute to: # % Commute to: # %
San Francisco 4,536 T1% San Francisco 15,246 59%
Oakland 281 4% Oekland 1,094 4%
Palo Alto 113 2% Los Angeles 477 2%
South San Francisco 107 2% Palo Alto T 461 2%
San Jose 98 2% San Jose 457 2%
Emeryville 68 1% South San Francisco 423 2%
San Mateo 68 1% Redwood City 267 1%
Berkeley 64 1% Berkeley 261 1%
Daly City 62 1% Sacramento 225 1%
Burlingame 58 - 1% Mountain View 222 1%
Other 923 14% All Other Locations 6,815 26%
Total: 6,378  100% Totalt 25,948 100%

Source; On the Map Census Data
07316.17 Commuting Patterns xlsx:Submarkets City Page 3 of 3 THE CONCORD GROUP
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EXHIBIT I-6

RESIDENTIAL BUILDING PERMIT ISSUANCES
PRIMARY MARKET AREA; SAN FRANCISCO, CALIFORNIA
1980 THROUGH 2013

2001 2002

Annual Average
2011 2012 2013w 10-Yr 20-Yr

Product Type 1990 1991 1992
Building Permit I by Product Type
SFD . 161 195 70
2 unit Multi-family 88 118 74
3-4 umt Multl-fmmly 8 119 752

94 82
156 96
105 74

Rl .44711 9783 7272 A58 T

F 36109 1L 231 36 53,0 4T A2 1]

31 22 24 53 B8
20 34 33 53 82
31 19 38 47 69

a2 202!} 235
2,538 2,398 2,475 2295

TS 21L il
1,818 3,089 4,308 2,222 1,964
1,003 1,278
137%  74%
95%  98% 8% 7% 71%

T{:mkermiﬁ S Lem ssT 629 1,191 1,243
5+ Change (%) 115 122 1662 155
5+ Change (%) -17%  -22% 7% 19%
3+ % of Total 62% 56% 69% 70% 80%

4,500 -
rCnlor Coded by Building Permit Type
- ESFD
4000 - 02 unit Multi-family
g 83-4 unit Multi-family
g 3,500 4~ W 5+ Multifamily Building Permits

g3
E,, 3,000
|
-3
,é- 2,500
o
=
g
& 2,000

1,500
1,000 w— 0
L]
500
B
0 -
1980 1981 1982 1983 1984 1989 1990 1991 1994 1995 1996 1997 1998

1999 2000 2001 2002 . 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013(1)

(1) YTID issuances annualized through September 2013

07316.17 BPs.xlsm: Graph

Source: U.S. Department of Housing and Urban Development
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EXHIBIT 1-7

HISTORICAL HOME SALES AND PRICE TRENDS

PRIMARY MARKET AREA ' -
1995 THROUGH 2Q 2013
Annual . Average L4Q
Perlod: 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2008 2006 2007 2008 2009 2010 2011 2012 10-¥r 012 4012 1Q13 2013 Total
New Home Closings
East SoMa (1y . 58 61 48 142 28 59 1- 54 107 17 179 204 to 456 436 176 194 192 213 43 2 18 ] 102
Growth (%) 5% -20% 196% -80% 1% -98%  $300% 93% 60% 5% 4% -95%  4460% 4% -60% 10% -1% -39% -26% -58% . -73%
% New of Total Sales 74% 66% 30% 69% 25% 50% 2% 35% 35% 6456 65% 62% % 8% - 79% 5% 4% 1% 61% 36% 30% 22% 10% 26%
% of Urban SF (CM4) 7% 9% 16% 7% 7% 25% % 1% 16% 2% 2% 21% % 38% 7% 3% 49% 50% 28% 43% 63% 1% 2% 47%
Urban SF (CMA) 216 32 303 301 39 239 161 503 672 766 872 887 941 1,208 930 563 392 385 762 101 51 5 28 215
Growth (%) 30% -6% -1% 32% 4036 -33% 212% 3% 1% 14% 2% 6% 2836 ~23% -39% -30% -2% . -33% -50% -65% -45%
% New of Total Sales 13% 1% 12% 12% 5% L% 9% 18% % 22% 25% 28% 29% 39% 33% 20% 145 % 24% % 6% 6% 3% 6%
% of San Francisco (PMA) 88% 79% 74% 84% 82% 7% 7% 56% 62% 49% 74% 84% 71% 73% 74% 60% 74% 52% 67% 7% 25% 43% 6356 36%
San Francisco (FMA) 245 409 411 ass 481 a9 239 764 1,082 1573 1,174 1,052 1,327 1,656 1,259 942 827 47 1,134 70 204 Bl L] 598
Growth (%) 67% 0% 3% . 3% ~16% -23% 220% 2% =% -35% -10% 6% 3% 2% -25% 4% 2% 62% -24% -70% 7%
% New of Total Sales 6% % % 6% % % 5% 1% 15% 9% 6% 5% 8% n% 2% 7% 10% T uk 7% 5% % % % %
Ressle Closings
Enst SoMa ) . 20 at 48 64 84 58 49 101 88 98 58 127 128 109 11s 146 168 274 135 75 K] 64 84 297
Growth (%9) 35% 55% 33% % -30% -17% 106% -13% % 0% 30% . 1% -15% £% 7% 15% 63% -10% 1% 1% 143
% aof Urban SF (CMA) % 2% % 3% 7% 3% 3% 3% % 34 1% 8% 3% 6% 6% 7% 7% % 6% 0% 9% % 9% 10%
Urben SF (CMA) 1,493 1,908 2275 2308 22m 1,963 1,642 2,219 2,500 2,732 2629 2219 2,345 1,924 1,874 2,189 235 297 2,280 788 B804 574 929 3,005
Growth (%) 26% 19% % -2% -14% -16% 5% 13% 9% 4% -13% 3% -18% -3% 17% 8% 26% 6% 2% -27% 16%
% of San Francisco (PMA) 36% 385 40% 38% 37% 37% 37% 0% 40% 40% “o% 42% % 45% 3% 7% 47% S0%, 4% S1% 51% 49% 53% 1%
San Francisco (PMA) 4127 5018 5725 6,045 6217 5343 4,436 5,606 6,200 6,835 5332 5371 5,283 4322 431 4,667 4964 5918 5,427 1,531 1,591 1182 1,750 6054
Growth (%) * 22% % 6% % 4% -17% 26% u% C 1% 7% -I3% 2% d8% 1% % 6% 19% 7% % -21% 0%
New Home Closings ;
2,500 20,000
- 18,000
-
é 2,000 16,000
4 L 14,000
g 1,500 4 I 12,000
éﬂ - 10,000
-]
3}
©
g 1,000 8,000
s
4 i 6,000
500 4,000
[ 2,000
o0 d o o N T —m—" e S m—" [ — 0 - it N
1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
: M Urban SF (CMA) . =1 Bast SoMa (1) me=San Francisco (PMA) ]
Note: Includes detached and attached product types ‘
Source: DataQuick (1) Mission Bay district approxmated by zip codes 94107
07316.17 Hist Home Sales and Price.xlsx: Clog . Page10f2 THE CONCORD GROUP
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EXHIBIT 1-7

HISTORICAL HOME SALES AND PRICE TRENDS

PRIMARY MARKET AREA
1995 THROUGH 2Q 2013
Annunl Witd Avg. L4Q
Perlod: 1995 1596 1997 1998 1999 2000 2001 2002 2003 2004 2008 2006 2007 2008 2009 2010 2011 2012 10-Yr 3Q12 4012 1013 Q13 Total
Medlan New Home Brice (5000s)
East SoMa 1y $132 $246 $304 $318 $512 $479 31,150 $484 $545 $610 $513 5749 7 §1,041 $706 $925 $913 §i244 $836 31,595 $1,501 $1,638 na $1,571
Growth (%) 87% 2% 5% 61% 7% 140% -5§% 13% 2% -l6% 46% 4% 43% -32% E1 29% 34% 36% -6% % NIA
vs. Urban SF (CMA) 60% Fti 1 96% 1% 158% 83% 22038 87% 108% 5% 84% 106% 104% 138% 108% 126% 113% 128% 121% 134% 126% 41% NiA 1425
Urben SF (CMA) $218 $221 $3ls $351 $324 8574 $524 $554 3507 $622 $614 §707 $6B8 . 375 $656 $732 $806 $974 $689 $1,036 $1,195 $1,161 nn $1,103
Growth (%) % 43% 1% 8% 7% -93 6% -93%4 3% -1% 15% -3% 9% -13% 12% 3% 3% 7% 5% 2% NA
vs. San Francisco (PM4) 107% 108% 106% 105%% 98% 100% 105% 96% 102% 113% 101% 102% 103% 123% 106% 132% 132% 8% 112% 122% 139% 134% NA 139%
San Francisco (PMA) 5204 $208 $299 518 $330 $578 5500 $5719 $499 $550 5609 §691 $668 SE13 $618 5554 $608 $825 3616 8849 §859 $BG4 n 793
Growth (%} % 6% 2% 1% 4% -13% 16% ~14% 10% % 3% % 4% % -10% 1% 9% 2% m 2% NA
Median Resale Price ($000s) .
,East SoMa $177 $249 $202 $266 $334 $437 $397 $375 $417 3490 $615 $682 $658 $684. $619 $584 5634 3804 3647 3798 $863 $891 $1,030 3900
Growth (%) 41% -19% 32% 26% % ~9% ~6%% 1% 17% 26% 1% % 56 -10% -6% 25 38% % 8% 123 19%
vs, Urban SF (CMA4) . 59% 8§0% 62% 70% 4% 76% 67% 64% 68% 68% 74% 0% 74% 78% 82% 4% 3% 94% 2% 100% %% 100% 105% 99%
Urban SF (CMA) $2971 $311 $323 $378 §452 3576 $593 §588 3616 $719 $827 §851 3885 $880 5751 $788 $762 $852 $792 $797 3952 $891 $980 3910
Growth (%) 9% 4% 17% 20% 7% 3% -I% 5% 7% 5% 3% 5% -1% -15% 5% ] 8% 7% 20% 12% %
vs. San Francisco (PM4) 119% 119% 113% 116% 120% 121% 16% 109% 107% 109% HO% 1e% 109% 115% 145 116% 120% 120% H3% 3% 123% 116% ‘1% H%
San Francisco (PMA) $250 $261 5285 5325 3375 5475 5518 5540 575 $560 5755 §$776 $AL1 §765 5660 3678 5638 $708 5701 5706 $774 sm SB50 3778
Growth (%) % % M4 5% 7% 7% [ 6% 15% % % % 6% - % % 3% 1% : % 10% % 10% %
$1,300
$1,700
$1,600 - \/
$1,500 -
$1,400
-~ $1,300 .
g /
S $1,200 —
g
8 $1,100 1
£ sy z
,000 . P
g . P L=
g $900 Pt
/ - o~ -
g sso0 i —_——
U - -
] $700 =
g —— e ~
$600 - —--- - e T —
3500
$400
$300 —— me——r—
$200 A
$100 v T T
1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2008 2009 2010 2011 2012 3Q12 4Q12°  1Q13 2Q13
[ e Urban SF (CMA) - New wawe +Uzben SF (CMA) - Resale smewew Bast SoMa (1) - New e +East SoMa (1) - Resals @ameme San Francisco (PMA) - New == +Sun Francisco (PMA) - Resals
Note: Includes detached and attached product types (1) Mission Bay district spproxmated by zip codes 94107
Source: DataQuick
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EXHIBIT 1-8A

PLANNED AND PROPOSED FOR-SALE DEVELOPMENT
SAN FRANCISCO, CALIFORNIA

OCTOBER 2013
1.  Overview by Submarket - Market Rate Units Planned .
i N Urban SF Nelghborhoods
: Central : .
Status () Mission Bay Dogpatch West SoMa Market .Hayes Valley Mission Other CMA CMA Total | Remalnder S Large-Scale SF PMA Total
Future (Non-Subject Site) . .
Under Construction 300 0 0 49 . 147 124 1,611
Approved 350 0 33 71 102 242 1,669
Pending 0 0 0 236 175 751 1,683
Conceptual 0 103 i ’ 147 © 140 0 53 202 1,269
Inactive 140 5 03 31 47 0 0 287
Total Supply 750 179 e an T 3 226 356 ra 1,606 7037
1L Urban SF For-Sale Dellvery Projection
Delivery Near Term Planned and Proposed Dellvery Projectl
Status Likelibood 2013 2014 2015 2016 2017 2018
Under Construction 106% 2% 79% 19% 0% . 0% 0%
Approved 93% 0% 19% 52% 6% 5% 18%
' Pending ’ 73% % 8% 35% 19% 12% 25%.
Conceptual 55% 0% 0% 14% 11% 2% - 34%
Inactive 35% 0% 0% 21% 0% 25% 54%
Projected Units .
Status Completed 2013 2014 2015 2016 2017 2018
Under Construction 1,611 36 1,275 300 0 0 0
Approved 1,547 4 295 798 95 76 283
Pending 1,230 0 102 435 238 148 306
Conceptual 696 0 0 98 75 289 234+
Inactive . 284 . 0 0 60 0 - 1 153
Urban SF Total: 5,367 35 1,672 1,690 409 584 977
5-Year Near Term Deliveries: 5,367
III. East SoMa New Home Delivery Projection
Projected Units
Status Complefed 2013 2014 2015 2016 2017 2018
Under Construction ) 100% . 0% 100% 0% . 0% % 0%
Approved 95% 0% 9% 50% 9% 0% 2%
Pending . 80% 0% 12% 36% 2% 1% 0%
Conceptual 60% 0% : 0% 0% 0% 64% - 36%
Inactive 35% 0% 0% 0% 0% 21% 7%
Projected Units
Status . Completed . 2013 2014 2015 2016 - 2017 2018
Under Construction 975 0 975 0 0 0. 0
Approved 770 0 70 389 68 [\ 243
Pending 416 0 50 148 91 128 0
Conceptual 374 0 0 0 0 240 134
Inactive 105 [ 0 0 0 22 83
Central Market Total: T 260 0 1,095 537 159 390 461
3-Year Near Term Deliverles: 2,641

07316.17 P&P Upd.xlsm; Flow FS . . THE CONCORD GROUP
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EXHIBIT 1-8B

PLANNED AND PROPOSED FOR-SALE RESIDENTIAL PROJECT LOCATIONS
SAN FRANCISCO, CALIFORNIA
OCTOBER 2013

Color Coded by Status

Red = Under Construction
Green = Approved
Orange = Pending
Yellow = Inactive

Light Blne = Conceptual

< “

See pg. 2 for area zoom

Q

07316.17 P&P Upd.xlsm: FS Map ' Page 1 0f2 THE CONCORD GROUP
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EXHIBIT I-8B

PLANNED AND PROPOSED FOR-SALE RESIDENTIAL PROJECT LOCATIONS

SAN FRANCISCO, CALIFORNIA
OCTOBER 2013

07316.17 P&P Upd.xlsm: FS Map (2)

Subject Site

Color Coded by Status

Red = Under Construction
Green = Approved
Orange = Pending
Yellow = Inactive

Liglit Blue = Conceptual

Page 2'0f 2
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EXHIBITIY9

PROJECTED FOR-SALE DEMAND'

PRIMARY MARKET AREA
2013 THROUGH 2018
Annual
i : Turnover Annual Annual Annual CMA Demand
Household Income to _ Affordable ‘Total Households Percent Buyer of Existing  Poolfrom  Effective All New
Income Range Housing Home Price 2013 (2) 2018 Buy Households Buyer HHs Turnover  New HHs Homes (3) Homes (3
$0 - $25,000 60% $0 - $140,000 75,370 75,370 . 15% 11,306 12% 1,357 0 1,357 7
25,000 - 35,000 50% 140,000 - 190,000 25,146 25,902 20% 5,029 10% 503 151 - 533 33
35,000 - 50,000 45% 190,000 - 270,000 32,256 - 32,895 25% 8,064 10% 806 838 36 -
50,000 - 75,000 40% 270,000 - 400,000 48,309 48,309 30% 14,493 1,304 7

520 000

75, 000
n‘ i
ITET

400,000 -
PP s by

35% 14,527
Ages EIT IS

Subtotal/Wtd Avg :

Iiéom &0 taTiRed (5520,000% 5{ !
1,400 Income Qualified $520,000+ Demand —— :;2; —————— :
PMA = 1,969 units annually ‘ X :
1
1,200 ! :
! ;
. ' i
@ ! i
< 1,000 i !
a i 1
g ! 1
o 1 I
% 500 . '
3 t ]
5 i :
D
3 ] ! {
"fé 600 : h
< ' i
! 1
400 i :
1
: i
200 i i
. - ! 1
7 33 36 . 7 - 1 ! !
o . I . I . . : 1
Under $140,000  $140,000 to $190,000 $190,000 to $270,000 $270,000 to $400,000 $400,000 to $520,000: $520,000 to $610,00Q $610,000 to $700,000 Over $700,000 :
1
b o e o e o e _-
WPMA For Sale Demand Potential
(1) For full demand model, see Appendix D
(2) Effective existing HHs - current household base less projected loss

(3) All homes include all owner HHs looking for a home in any given year; New Homes reflects demand for additional for sale units in market, including demand from new HHs and obsolescence rate of 0.5%-  peryearn

. 07316.17 For-Sale Demand.xlsm: Den;-Sunlm THE CONCORD GROUP
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EXHIBIT I-10

SUBMARKET DEMAND CAPTURE SCENARIOS
PRIMARY MARKET AREA: SAN FRANCISCO, CALIFORNIA
2013 THROUGH 2018 ’

Inputs and Assumptions: . .
- Annval L. Q. New Home Demand Potential over Next Five Years =

i i [ Remaining
Capture Metrics PMA ! 4 PMA
Current Households (2013) 355,873 14,275 142,181
Share of PMA 100% 4% B 42% 40%
Projected HH Growth (2013-2018) 17,116 1,129 1,331 788 i 402 543 1,188 7,184 4,551
Share of PMA 100% . % 8% 5% 2% 3% T% T 42% 27%
! .
1 and 2 Person Households (2013) 249,417 | 6,843 16,257 3,942 5,983 5,448 11,964 . 115,075 83,905
Share of PMA 100% | 3% 7% 2% 2% 2% 5% 46% 34%
' Current Owner Households 131,995 3,203 6,223 1,590 1,236 1,783 564 38,089 79,307
Share of PMA 100% . 2% 5% - 1% . 1% 1% 0% . 29% 60%
2000-2013 Housing Unit Growth 26,174 4,094 2,439 4,652 638 2,616 3,305 2,116 6,314
Share of PMA 100% 16% 9% 18% 2% 10% 13% 8% 24%
2011 Employment 537,861 92,648 56,337 13,887 15,295 . 23,235 . 26,192 214,599 95,668
Share of PMA 100% ! 17% 10% 3% 3% ) - 4% 5% 40% 18%
)
Pipeline For Sale Units . 8,045 E 3,231 477 790 356 178 220 1,785 1,008
Share of PMA 100% 1 40% 6% 10% 4% 2% . 3% 22% 13%
Near-Term Pipeline Deliveries 6,306 @ 2,641 383 - 664 278 86 132 1,184 939
Share of PMA 100% 42% 6% 11% 4% 1% 2% 19% 15%
Affluent Young Households 90,709 3,573 7,135 - 2,381 2,141 1,993 1,122 41,296 31,068
© Share of PMA 100% . 4% 8% 3% 2%. 2% 1% 46% 34%
) Key Owner PRIZM Types (Currently Live) 282,056 7,581 16,793 4,387 2,740 4,454 1,508 106,554 137,539 -
Share of PMA . 100% | 3% ° 6% 2% 1% 2% 1% 38% 49%
! .
Key Owner PRIZM Types (Currently Work) 404,630 | 57,150 25,760 6,506 4,889 17,296 23,817 161,695 107,517
Share of PMA 100% 14% 6% . 2% 1% 4% 6% 40% 2%
Imputed Capture ’ :
Minimum Implied 2% 5% 1% -1% 1% 0% . 8% . 13%
Maximum Implied H . 42% 10% 18% % 10% ’ 13% 46% 60%
Average . : 14% 7% 5% 2% 3% 4% 34% 31%
TCG Concluded Submarket Capture: 20%
Units Demanded: 394

TCG Concluded CMA Total Capture:
CMA Units Demanded:

(1) See Exhibit I-1 for map of market erea definitions (2) Does not include units currently for sale or in Large-Scale ijgcls category, ses exhibit 1-4A for details

07316.17 Demos.DemandCap.xlsm:FSCapture ’ . Page I of2 - THE CONCORD GROUP
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Remaining PMA

394 Units )

EXHIBIT I-10

RENTAL DEMAND CAPTURE SCENARIOS
PRIMARY MARKET AREA: SAN FRANCISCO, CALIFORNIA
2013 THROUGH 2018

Central Market
79 Units

Hayes Valley
79 Units
‘West SoMa
39 Units

Mission
98 Units

Mission Bay
197 Units

07316.17 Demos.DemandCap.xism:Demand Cap Map
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EXHIBIT I-11

PROJECTED FOR-SALE HOUSING: SUPPLY VERSUS POTENTIAL DEMAND
SAN FRANCISCO, CALIFORNIA

OCTOBER 2013 [
PMA PMA CMA : - CMA
2013 2014 2015 2016 2017 2018 Total 2013 2014 2015 2016 2017 2018 Total
Unit Deliveries by Géograph 1y .
CMA : 65 1,818 1,690 409 584 977 - 5,543 East SoMa : 0 1,095 537 159 390 461 2,641
Remaining PMA : 221 362 280 14 0 62 939 West SoMa : 0 0 60 14 1] 12 86
Large Scale SF : 2,245 Mission Bay : 0 o . 615 0 49 0 664
Central Market : 0 31 0 0 0 - 100 132
Hayes Valley ¢ 0 49 114 115 0 0 278
Dogpatch : 0 73 0 62 0 0 135
Mission : -0 216 50 0 110 8 383
Other CMA ; 36 208 © 315 60 35 396 1,049
Projected Deliveries : 286 2,180 2,532 985 1,145 1,600 8,727 36 1,672 1,690 409 584 977 { = 5367
Demand Current Inventory : 29 147 0 0 0 0 176
HH Growth Model 328 - 1,969 1,969 1,969 1,969 1,969 10,174 HH Growth Model 263 1,575 1,575 1,575 1,575 1,575 8,139
Under/Oversupply : a2 (211) (562) 985 824 369 1,447 Under/Oversupply : 197 (243) (115) 1,166 992 599 2,596
Primary Markét Area (San Francisco County) Competitive Market Area '
3,500 3,000
Does not Include Does not Include
Subject Site Subject Site
3,000 - 2,500
2,500
2,000
[} . @ e
B 2000 £
S Ic)
> >
E E‘ 1,500
g 1,500 - 2
2 K]
o
g E 1,000
& 1,000 -
500 {
500
0 o LBEEEEL r . ™" -
2013 2014 2015 2016 017 . 2018 2013 - 2014 2015 2016 2017 2018
l.::C_MA Current Inventory Pumm East SoMa Future Supply West SoMa Future Supply
R Mission Future Supply ' Dogpatch Future Supply S Hayes Valley Future Supply
— CMA Large Scale SF 593 Remeining PMA == =PMA Demand - HH Growth e Central Market Future Supply "amm Mission Bay Futurs Supply Other CMA Future Supply
e CMA Demand - HH Growth
07316.17 P&P Upd.xlsm: FS §vD THE CONCORD GRO'
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EXHIBIT I-11

PROJECTED FOR-SALE HOUSING: SUPPLY VERSUS POTENTIAL DEMAND

SAN FRANCISCO, CALIFORNIA

OCTOBER 2013
CMA CMA East SoMa E. SoMa
2013 2014 2015 2016 2017 2018 Total 2013 2014 2015 2016 2017 2018 Total
Unit Deliveries by Geography
East SoMa : 0 1,095 537 159 390 461 2,641 EastSoMa: . 0 1,095 537 159 390 461 2,641
West SoMa : 0 0 60 14 0 12 86
Mission Bay : 0 0 615 0 49 0 664
Central Market : 0 31 0 0 0 100 132
Hayes Valley : 0 49 114 115 0 0 278
Dogpatch : 0 73 0 - 62 0 0 135
Mission : 0, 216 50 0 110 8 383
. Other CMA : 36 208 315 60 35 396 1,049 i
Projected Deliveries : 36 1,672 1,690 409 584 977 5,367 0 1,095 537 159 390 461 2,641
Current Inventory : 29 147 'o 0 0 0 176 Current Inventory : 1 . 0 0 0 0 0 1
HH Growth Model 263 1,575 1,575 1,575 1,575 1,575 8,139 HH Growth Model 115 689 689 689 689 689 3,561
Under/Oversupply : 197 (243) (115) 1,166 992 599 2,596 Under/Oversupply : -~ 114 (406) 153 530 299 229 919
Competitive Market Area East SoMa
3,000 1,500
Does not Include Does not Include
Subject Site Subject Site
2,500 A 1,250
2,000 1,000 .
g : - |
I ] G :
> 1,500 > 750 :
A b
> >
3 3
A . A .
E 1,000 R g 500 :
2 g | |
500 / — 250 / I U
E=S2Y T = Y] T . T . T T
2013 2014 2015 2016 2017 2018 2013 2014 2015 2016 2017 2018
== CMA Cumrent Inventory T East SoMa Future Supply ===} West SoMa Future Supply UM Mission Future Supply
E=E Dogpateh Future Supply B Hiyes Valley Future Supply 18 Central Market Future Supply Wmxs Mission Bay Futurs Supply U= SEast SoMa Current Inventory’ W East SoMa Future Supply w——Fast SoMa Demand - HH Growth
=D Other CMA Future Supply ~ »==CMA Demand - HH Growth

07316.17 P&P Upd.xlsm: ¥S SvD (ES)
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EXHIBIT I-12

ELASTICITY OF DEMAND
PRIMARY MARKET AREA
2013 THROUGH 2018

45

S

) "

!

; < Bulk of Pricing in CMA —7—L—-)
l .

L@
W

w

N

Y
th

Demand Curve (Units of Demand for Each Whole Dollar Sale Price)
N
(7

—

0.5

_

S

.

$100

$200 $300

07316.17 For-Sale Demand.xlsm:elasticity.
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EXHIBIT 1I-1

> NEW CONSTRUCTION FOR SALE INVENTORY
COMPETITIVE MARKET AREA
OCTOBER 2013
Price
Product/ Open Sold Units Unit Base Net Absorption
Address Bulld City Height  Date Qut Total Sold _Rem. Size L) PSF $ PSF

Morgan Creek Ventures

750 2nd St

LiM Life

s19soooo'1,225 07 L1

o 000 1226

750 2nd Street San Francisco s
3500 19th St 3500 19th St iga/arch) San Franci 58 Oct-13 - 17 0 17 1,488 1 ,749,000 1,175 1,749,000 1,175 - -
Marlow 1788 Clay St Oyster Development San Francisco 8s Apr-13 - 83 58 25 1,128 1,238,211 1,097 1,238,211 1,097 5.0 9.5
Linea 8 Buchanan Street Paragon Real Estate San Francisco 9s Jul-13 - 115 29 86 778 845,400 1,086 845,400 1,086 9.7 115
Icon " 2299 Market St Paragon Real Estate San Francisco 4s Jun-13 - 18 10 8 1,193 1,146,333 961 1,146,333 961 33 2.6
300 Ivy 401 Grove St Pocket Development San Francisco |, 5% May-13 - 63 62 1. 1210 1,150,000 950 1,150,000 950 15.0 12.0
616 20th St 616 20th St Natoma Architects, Inc. San Francisco 58 Oct-13 - 16 1] 16 770 697,000 905 697,000 9205 - - -
Blane 1080 Sutter St JS Sullivan * San Francisco 11s Aug-13 - 35 15 20 1,291 1,088,833 844 1,088,833 844 5.0 75
CMA - Actively Selling Total/Welghted Average: 361 187 174 982 §1,026,391 $1,045 $1,026,391 $1,045 179 9.98
EMA'SAstivels R

Candlestick Cove

SRR
$730 900 $730,900

20 21

150 148 2 $730,900 $504 $730,900 $504 2.00 2.08
J 2 sy BT A st SHERO PR Pt £

One Hawthome 1 Hawthome Ave. J ackson Pnclﬁc Ventures San F Tancisco Condo Apr-lO Jul-12 361 $1,510,000 1,104 $1,510,000 1,104 - 3
The Heights 2829 California Street Ray Steffen / Charles Castro  San Francisco Condo Jan-13  May-13 1,627 1,616,667 994 1,616,667 994 - 34
411 Valencia 411 Valencia Street 411 Valencia Street, LLC  San Francisco Condo Oct-12  Feb-13 650 600,000 923 600,000 923 - 3.5
2020 Ellis Phase 1 2020 Ellis Street * John Mclmemy San Francisco Condo Aug-12  Feb-13 650 . 549,000 845 549,000 845 - 1.8
The Madrone 420 Mission Bay Blvd. Bosa Development San Francisco Condo Jun-11  Jan-13 1,243 1,024,600 824 1,024,600 824 - 16.6
200 Dolores 200 Dolores St NA San Francisco Condo Jul-13  Sep-13 1,600 1,298,333 811 1,298,333 811 43 8.4
San Fancisco - Sold Out 2013 (1) Total/Weighted Average: 1,279 $1,170,561 $922 $1,170,561 $922 433 1226

SR e SA Ot iqiﬁm‘m@‘mﬁlﬂ%@m R R AR R O R T T W&YT @}f. e

The Artani 8 Van Ness Ave George McNabb et al San Francisco Condo Jan-12 Dec-12 53 53 0 812 $619,000 762 + $619,000 .
299 Valencia 299 Valencia St 1.8, Sullivan San Francisco Condo Mar-12  Jun-12 36 36 0 814 618,500 760 618,500 760 - 103
Miliwheel South ‘1301 Indiana Street Raymond Lyons San Francisco Condo Apr-12  Jul-12 32 32 0 1,131 689,200 609 689,200 609 - 102
Egsprit Park - North Court 850 Minnesota St. Macquarie Holdings San Francisco Condo Nov-11  Jul-12 67 67 0 1,318 756,750 574 734,048 557 - 79
5800 3rd St 5800 3rd Street Holliday Devel San Franci Condo Sep-10  Jan-13 137 137 0 1,041 450,000 432 450,000 432 - 4.8
Total/Welghted Average: 325 325 ¢ 1,044 $583,014 $558 $578,334 3554 0.00 6.58

1

Note: Averages for actively selling communities weighted by units
(1) Price from last remaining units at time of sell out

sold out communities weighted by total units

07316.17 FS Comps.xlsx: Inv-Geo
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Green = Actively Selling

Blue = Sold Out in 2013
Red = Sold Out in 2012

EXHIBIT II-2

COMPARABLE FOR SALE COMMUNITY LOCATIONS
COMPETITIVE MARKET AREA
OCTOBER 2013

07316.17 ¥S Comp Map.xlsx:Comp Map
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EXHIBIT II-3

RECENTLY BUILT CONDO COMMUNITY RESALES

26¢

SAN FRANCISCO, CALIFORNIA
OCTOBER 2013 ’
Recently Sold Active MLS Listingy
Total  Year # L3M Sales Home Average List Average Sale Sale v, Listings Home - Average List
Project Name Units.  Built Stories # % Total _ Size 3 PSF § PSF List # % Total _ Size 3 PSF DOM
50+ Unit Condo Buildings Built Post-2000
St. Regis Residences 100 2005 40 1 1% 1,527  $2,400,000  $1,572  $2,400,000 $1,572 0% 0 0% - - - -
Radiance 99 2008 15 1 1% 1,814 1,595,000 879 1,550,000 854 -3% 0, 0% - - - -
235 Berry ST 99 2007 6 1 1% 1,700 1,398,000 822 1,462,000 860 5% 0 0% - - - -
200 Dolores 13 2013 4 9 69% 1,297 1,382,778 1,066 1,421,667 1,096 3% 0 0% - - - -
Infinity Tower 650 2008 42 9 1% 1,187 1,247,222 1,051 1,253222 1,056 0% 6 1% 1389  $2,024,667 $1,457 49
The Brannan 390 2000 17 5 1% 1,198 1,224,600 1,022 1,225,400 1,023 0% 3 1% 1,395 1,845,296 1,323 50
One Hawthorne 165 2010 24 2 1% 915 1,172,500 1,281 1,170,000 1,279 0% 1 1% 1,950,000 - 40
Millenium Tower 425 2009 58 1. % 1,027 1,150,000 1,120 1,220,000 1,188 6% 2 0% 2,318 3,972,500 1,714 19
Pacific Place - 152 2001 9 1 1% 1,109 1,095,000 987 1,180,000 1,064 8% 1 1% 789 759,000 962 19
200 Brannan 191 20604 5 5 3% 1,430 1,057,978 740 1,119,333 783 6% 4 2% 1,311 1,174,000 895 55.
The Lansing 82 2006 6 4. 5% 1,174 1,020,750 869 1,068,750 910 5% 2 2% 1,282 1,045,000 815 15
Yerba Buena Lofts 200 2001 5 1 1% 1,288 998,500 715 1,002,000 778 0% 0 0% - - - -
246 2nd St 94 2000 - 17 2 2% 1,038 . 987,000 951 987,500° 951 0% "0 0% - - - -~
One Rincon 374 2008 60 9 2% 912 939,100 1,030 935,333 1,026 0% 9 2% 1,130 1,513,111 1,339 42
829 Folsom 69 2010 10 5 7% 960 874,200 911 912,000 950" 4% 1 1% 1,462 1,450,000 992 22
SOMA Grand 246 2008 22 7 3% 982 865,143 881 886,857 903 3% 4 2% 761 809,000 1,063 52
The Hayes 128 2008 8 9 7% 984 842,322 856 901,667 916 7% 0 0% - - - -
The BridgeView 248 2001 26 6 2% 1,005 839,333 835 850,333 846 1% 5 2% 1,076 1,000,039 930 27
The Metropolitan 342 2004 26 8 2% 815 837,625 1,028 843,625 1,035 1% 3 1% 795 759,000 955 10
The Palms 300 2007 7 7 2% 820 728,643 888 722,429 881 -1% 4 1% 801 709,250 886 - 29
199 New Montgomery 168 2004 16 3 2% 765 634,667 895 712,117 930 . 4% 0 0% - - - -
The Beacon 595 2004 15 13 2% 1,01s 667,161 657 667,141 657 0% 8 1% 916 881,125 962 72
2020 Ellis 21 2013 4 6 29% 652 653,333 1,003 653,333 1,003 0% 0 0% - - -~ -
The Village At Petrini Plac 134 2002 3 3 2% 637 652,667 1,025 666,667 1,047 2% 5 4% 751 590,400 786 53
Harrison Court 46 2000 2 0 0% 977 609,000 624 686,500 703 13% 0 0% - - - -
140 South Van Ness 212 2002 11 5 2% 843 604,200 717 628,800 746 4% 2 1% 690 387,652 562 10
1325 Indiana 48 2002 4 1 2% ¢ 948 599,000 632 726,000 766 21% 0 0% - - - --
Symphony Towers 130 2008 13 4 3% 744 524,000 705 530,500 714 1% 4 3% 712 605,000 850 39
170 Off Third 198 2007 8 2 1% - 510,425 - 498,925 - -2% 0 0% - -- - -
888 7th St 224 2007 5 0 0% 516 351,894 683 377,394 732 7% 0 0% - - - --
Cubix 98 2008 8 2 2% 244 339,000 1,392 345,000 1,417 2% 0 0% - - - -
Total: 6,241 132 2% 64 1%
Straight Average: 201 2006 16 1,017 $930,679 ' $915 $954,984 $939 3% 1,099  $1,263,238 $1,150 35

_Source: RedFin

07316.17 Recently Built Condo Exhibit.xlsx; ResaleTable Page 1 of 2 THE CONCORD GROUP
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EXHIBIT 1I-3

RECENTLY BUILT CONDO COMMUNITY RESALES

SAN FRANCISCO, CALIFORNIA
OCTOBER 2013
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EXHIBIT II-4

FLOOR PREMIUM ANALYSIS

SELECT COMPARABLE PROPERTIES
OCTOBER 2013
Case Study: Millenium Tower City: San Francisco
Tenure: For-Sale Developer:  Millenium Partaers
Study Period: Apr'09 - Sep '11 Units: 419 units
Floors: 3-58; (58s total) Notes: 150 closings during study period
Total SF Total
Floor Closed Revenue Rev/SF
3 7,425  $6,247,500 $841
4 5471 4,348,000 795
5 1,441 1,135,000 788
6 2,851 2,332,000 818
7 3,286 2,559,000 - 779
8 2,769 2,181,000 788
9 5,935 5,112,000 861
10 7,529 6,196,500 823
L1 6,851 5,651,500 825
12 4,930 4,332,000 879
14 2,252 1,905,000 846
15 2,041 2,003,000 981
16 1,501 1,473,000 981
17 4,221 3,981,500 943
18 5,433 5,190,500 955
19 4,420 4,324,000 978
41 1,952 2,750,000 1,409
42 3,666 4,933,500 1,346
45 3,733 4,522,500 1,211
47 4,122 5,580,000 1,354
48 9,089 12,205,500 1,343
49 2,230 3,000,000 1,345
50 2,230 3,005,000 1,348
51 2,230 3,025,000 1,357
52 6,021 7,925,000 1,316
53 5,545 8,100,000 1,461
54 3,315 5,083,000 1,533
55 2,819 4,326,500 1,535
56 5,525 7,650,000 1,385
57 6,134 9,674,500 1,577
PH 1,633 2,400,000 1,470
55 Floors Chng in PSF: $628

07316.17 Floor View Premiums.xlsm; Millenium

Page 1 of 3

Floor 58
Revenue per SF:

- Floor 3
Revenue per SF:

THE CONCORD GROUP
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Case Study:
Tenure:
Study Period:
Floors:

07316.17 Floor View Premiums.xlsm; ORHI

EXHIBIT -4

FLOOR PREMIUM ANALYSIS
SELECT COMPARABLE PROPERTIES
OCTOBER 2013

One Rincon Hill City: San Francisco |

For-Sale Developer:  Urban West Associates

Feb to June 2008 Units: 410 units

8-42; (60s total) Notes: 156 closings during study period (26/mo)

Total SF Total : )
Floor Closed Revenue Rev/SF
8 6,714  $5,368,587 $800
9 5,476 4,594,590 839

10 5004 4,070,792 814 .
11 5,004 4,271,375 854 4.9% 6.8%
12 7,551 6,326,475 838 -1.8% 4.8%
13 5,405 4,671,544 864 32% 8.1%
14 6,714 5,501,167 819 -5.2% 2.5%
15 6,732 5,547,572 824 0.6% 3.1%
16 5,487 4,542,724 828 0.5% 3.5%
17 7,551 6,539,591 866 4.6% 8.3%
18 5,476 4,782,601 873 0.8% 9.2%
19 5,708 4,946,126 867 - -0.8% 8.4%
20 7,551. - 6,625,713 877 1.3% 9.7%
21 7,551 '6,808,878 902 2.8% 12.8%
22 6,313 5,623,457 891 -1.2% 11.4%
23 6,714 6,092,674 907 1.9% 13.5%
24 6,242 5,675,261 909 0.2% 13.7%
25 3,152 2,749,982 872 -4.0% 9.1%
26 5,035 4,595,658 913 4.6% 14.1%
27 4,871 4,395,596 902 -1.1% 12.9%
28 6,285 5,770,737 918 1.7% 14.8%
31 1,449 1,260,000- 870 -5.3% 8.7%
32 3,675 3,630,709 988 13.6% 23.6%
33 4,254 4,440,006 1,044 5.6% 30.5%
34 5,372 5,417,621 1,008 -3.4% 26.1%
35 1,278 1,289,900 1,009 0.1% 26.2%
36 1,309 1,291,734 987. -2.2% 23.4%
37 1,238 1,315,273 1,062 1.7% 32.9%
39 2,064 2,398,177 1,162 9.4% 453%
42 819 984,846 1,202 3.5% 50.4%
34 Floors Chng in PSF: $403 /o

Page 2 of 3

Floor 42
Revenue per SF:

Floor 8
Revenue per SF:

THE CONCORD GROUP



96¢€

EXHIBIT 114

FLOOR PREMIUM ANALYSIS

SELECT COMPARABLE PROPERTIES
' OCTOBER 2013
Case Study: Blu City: San Francisco
Tenure: For-Sale Developer: Lennar
Study Period: May '09 - Sep '11 Units: 114 units
Floors: 2-21; (21s total) Notes:
Total SF Total
Floor Closed Revenue Rev/SF
3 6,664 $3,795,000 $569
4 6,664 $4,433,225 $665 16.8%
5 6,614 $3,920,612 $593 -10.9%
6 6,614 $4,050,000 $612 3.3%
7 5,546 $3,456,600 $623 1.8%
8 6,664 $4,114,000 $617 -0.9%
9 6,614 $4,313,000 $652 5.6%
10 6,664 $4,498,000 $675 3.5%
11 6,614 $4,599,000 $695 3.0%
12 6,614 $4,879,000 $738 6.1%
14 6,614 $5,031,500 $761 3.1%
15 6,664 $5,028,000 $755 -0.8%
16 5,733 $4,615,000 - $805 6.7%
17 6,614 $5,415,000 $819 1.7%
18 6,614 $5,560,000 $841 2.7%
19 6,614 $5,785,000 $875 4.0%
20 6,654 $5,970,000 $897 2.6%
PH 9,816 $10,186,308 $1,038
21 Floors Chng in PSF: $468

07316.17 Floor View Premiums.xlsm; Blu

Floor 21
Revenue per SF:

Page 3 of 3

THE CONCORD GROUP
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EXHIBIT IO-1

LOCAL SETTING
181 FREMONT STREET; SAN FRANCISCO, CALIFORNIA
OCTOBER 2013

San Francisco -

QOakland Bay Bridge
Embarcadero
Retail/Restaurant Corridor

Market Street
Office/Retail
Corridor

Subject Site:
181 Fremont

D

AN

: ";’}’j' ”’g ; "  The Metropolitan

E g

Highway 80

| Yact Club

07316.17 Local Setting.xlsx: LocSetting : THE CONCORD GROLIP



EXHIBIT III-2

SITE PLAN

181 FREMONT STREET, SAN FRANCISCO

CALIFORNIA

b b

R ey
SRR

ES=tera
e ok

399

THE CONCORD GROUP

07316.17 Site Plan.xlsm: Site Plan
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EXHIBIT III-2

SITE PLAN

181 FREMONT STREET, SAN FRANCISCO, CALIFORNIA

Site Plan - Resi Amenities
(Level 37)

X‘_______

1

N e e i

S

3 -1

Br-512°

0 - B

Site Plan - Level 43

07316.17 Site Plan.xIsm: Site Plan (2)
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EXHIBIT III-3

FOR-SALE PRODUCT PROGRAM POSITIONING

SAN FRANCISCO, CALIFORNIA.
OCTOBER 2013
3,800,000
BASE PRICES
3,300,000 olor-Ceded ocation/Status;
Red = Actively Selling
Orange/Yellow = Recently Sold Out
2,800,000 £x
A
Unit Unit Base Base
Type - Stack Size Price PSF
2,300,000 1Bedroom5A - 5 700 $750,000  $1,071[]
8 2 Bedroom 5A 5 1,030 1,080,000 1,049
£ 2 Bedroom 1B 1 1,050 1,100,000 1,048
g 2 Bedroom 1A - 1 1,135 1,185,000 1,044
] 2 Bedroom 2A 2 1,255 1,305,000 1,040
1,800,000 3 Bedroom 1A 1 1,295 1,345,000 1,039
3 Bedroom 6A 6 1,300 1,350,000 1,038 (
2 Bedroom2A 2 1,310 - 1,360,000 1,038
2 Bedroom 3B 3 1,351 1,401,000 1,037
2 Bedroom4A 4 1,420 1,470,000 1,035
1,300,000 2 Bedroom 6A. 6 1,460 1,510,000 1,034/ |
e 2 Bedroom4B . 4 1,480 1,530,000 1,034
2 Bedroom3A 3 1,490 1,540,000 1,034
3 Bedroom SA. 5 1,535 1,585,000 1,033
3 Bedroom4A 4 1,808 1,858,000 1,028
3 Bedroom 3A | 3 1,910 1,960,000 1,026 L
800,000 3 Bedroom 1B . 1 1,913 1,963,000 1,026
3 Bedroom2A 2 1,940 1,990,000 1,026
PH1 1 3,264 - 3,314,000 1,015
PH2 2 3,748 . 3,798,000 1,013
Building Weighted Avg.: 1,734 $1,783,771 $1,029
300,000 f T T T T T T T T T Lana T Eamm T T T -
400 600 800 1,000 1,200 1,600 1,800 2,000 2,200 2,400 2,600 2,800 3,000 3,200 3,400 3,600 3,800 4,000
Home Size (SF) '
¢  The Madrone (Condo, 16.62) A 2020 Ellis Phase 1 (Condo, 1.84) @ 411 Valencia (Condo, 3.46) A One Hawthome (Condo, 6.08) B The Heights (Condo, 3.38)
© 200 Dolores (Condo, 8.41) ® 300 Ivy (Condo, 12,01) A 3500 19th St (Condo, ~-) ® 616 20th St (Condo, -) . ® 750 2nd Street {Condo, 1.14)
®  Matlow (Condo, 9.54) ®  Icon (Condo/TH, 2.60) # _ Linca (Condo, 11.46) A Blanc (Condo, 7.48) X Recently Buiit Condo Closings
==~ Base Pricing Per Planned Unit - Linear (New Inventory Trcl;d) . Linear (Recently Sold Out Trendline) L Line.sr (Recently Built Condo Closings)

Note: The numbers in parenthesees represent lot size and absorption, respectively,

07316.17 FS Comps.xIsx: PS-Geo

THE CONCORD GROUP



EXPIBIT I11-4

PROGRAM ANB PRICING RATIONALE
181 FREMONT STREET| SAN FRANCISCO, CALIFORNIA |

DCTOBER 2013
1. Bulldlng Pricing Mutrix (Varket Rate Unlt Valaes; 74 Tatel Units)
Unlt One Unlt Two Unit Three Unlt Faur. Unit Five Unit §ix.
Unit Unit UnitBase  Cumnintivs Unlt Unit Unls UnltBase  Cumulative  Unit Unit Unit UnitBate  Comnintive Unlt Unit Unit UnitBare  Cumulatlye Unit Unit Unit UnitHree  Cumnuisfive Unit Unit vhlt Unli Bage  Cumalnllve Unit
Floor _ Type Hlze Price Prem Toinl Priee _ PSF Type Bhe Price Prem TataiPrite PSF Type Slze Price Prem Toln) Price _ PSF Type Size Price Prem Toini Price  PSF Type St Price m Tatsl Price _ PSF Type. Stze Priee Irem Tainl Price  PSF
54 PH 3264 33,314,000 39.8% 54631315 51419 PH 3,748 $3,798,000. 35.8%  35307,705  $1.416 - - - - - - - - - - - - - - - - - - - - - - - -
kel M 3264 3,314,000 39.0% 4606460 1411 PH 3,748 3,798,000 39.0% 5279220  L409 - - - - - - - - - - - - - - - - - - - - - - -
52 1R 1813 1.962,000 383% 2713848 1419 3BR 1940 1,950,000 WI% 275178 1418 28R 1,351 $1.401.000 3% SISIAKEY $1434 R 1,608 53,K5K,000 IBI%  S2.5686ES S1421 - - - - - - - - - - -
51 3R 1913 1,963,000 375%  2899,125 1411 nr 3,940 1,590,000 37.5% 2736250 )4l0 E:LY 1351 1,401,000 37.5% 1926375 1,426 38R 1,808 1,858,000 375% 2354750 1413 - - - - - - - - - - -
50 aBR 1913 1,963,000 IAR% 2684403 1,401 aBR 1,940 1,990,000 IR% 2721028 L4m B 1381 1401000 368%  LOISRER 1418 3BR LROX  1,A58,008 36.8% 2540815 1405 - - - - - - - - - - -
49 2BR 1,050 1,100000 360% 1496000 1428 28R 1310 1,360,000 60% 1849600 1412 3BR 1510 1,960,000 360% 2665600 1396 2BR. 1,480 1,530,000 360% 2080300 1406 2BR 1535 31,585,000 $2,155.600 51404 - - - - -
48 2BR 1,050 1,100,000 3% 1,487,750 1,417 2BR 1310 1,360,000 353% 1,839,400 1,404 3BR 1,910 1,960,000 353% 2,650,900 1,388 28R 1,480 1,530,000 5% 2,069328 1,398 2BR 155 1,585000 2,043,113 1,397 - - - - -
4 R 1,050 1teoonn 43% 1,479,500 1,409 2BR 1310 1,360,000 345%  1829,200 1,396 3BR 1510 1,960,000 345% 2636200 1,380 28R 1,480 1,530,000 345% 2,057,850 1,390 28R 1,535 1,585,000 2,131,828 1389 - - i - - -
46 2WRBMR Losp 1,L00,000 338 LATI2S0 1401 28R 1310 1360000 3% LEID000 1,389 3BR 1510 1,960,000 338% 2621500 1373 2BR 1480 1,530000 38K 2046375 10 28R 1,535 1,3¥3,000 krR 2,119938 1381 - - - - - -
43 2BRBMR 1850 L,loo,000 330% 1483000 1393 2BR 1310 1,360,000 330% 180800 138} kLY 1510 1960000 3I0% 2606300 1,365 28R 1450 1,530,000 33.0% 2034900 1373 28R 1535 1,585,000 33.0%  2,108050 1373 - - - - - -
44 WX EMR Lose L0000 323% 1454750 13RS 28R 1310 1,360,000 23%  L798600 1373 1 1810 1,590,000 323% 23,000 1387 28R 1480 1,530,000 323% 2023425 1367 2BR 1,535 1,585,000 323% 2,096,163 1366 - - - - - -
43 28RBMR 1,050 1,100,000 31.8% 1446500 1378 2ZBR 1310 1,360,000 315% 1788400 1,365 3BR 1510 13960,000 315% 2577400 1349 28R 1480 1,530,000 3SK 2011950 138y 28R 1535 1585000 3L3%  2,084278 135 - - - - - -
42 HRBMR 1osn 1,400,000 308% 1438250 1370 | 1310 1,360,000 308% 1778200 1,357 3BR 1910 1,960,000 30.8% 2,562,700 1,342 B8R 1,480 1,530,000 8% 2,000,475 1352 28R 1,535 1,585,000 30.8% 2,072,388 1,350 - - - - - -
41 IBRBMR 1,205 1,345,000 300% < L748.500 1,350 28R 1,235 1,305,000 200% 1,696,500 1,352 Re:L Y 1,490 1,540,000 00% 2002000 1,344 28R 1,420 1,470,000 30.0% 1,910,000 146 | IBREMR T00 750,000 & 1293 28R 1,460 $1,810.000 30.0% 31,963,000 $1,348
40 2BR L1as 1,185,000 293%  LS3IA13 1349 28R 1,258 1,308,000 293% 1688713 1,344 28, 1490 1,540,000 233% 1990450 1336 |r 1420 1,470,000 293%  1R99.97S 1338 | 2BREMR 1030 1,080000 9! 1355 | 3BR BMR 1300  1.350,000 3% 875 1342
1135 1,185,000 1,522,728 1,305,000 676925 1.3 450 0 1,978,3) (K 1 1,888,950 IBR BV 1, 1,080, 1300 28.
T 7 7

T n

BNR Prices (11 Unity Total)

1,350,000

Avalinbie for

Aniflable Martprge  10% Damn

BMR

Wiedin  Avalabla for {1 Aol (T} Taxes
et Type Inzome Howing 7% _forP&l _ S.44% _ _ Poymamt Prlce Unit Typs Inenimg Huwlog__ {{€50d ¥eul fhrrad _ SA4% nt
1BRBMR 72,850 24041 83,059 315541 3235523 826,189 $261,692 1BR BMR $T2,250 824,041 (1] .l, 0t 310,102 3149250 XTI S165,033
2BREMR 82,000 27060 3dsn mpT2 267002 29567 296589 . = n 2BR BMR £2,000 27,060 b7 12835 186,878 20,142 207420
3ARBMR 1,100 0,061 EETL R XL 142 mu IBRBMR 1,100 3068 Hi 15,155 290 - 4ER 248,780
1, Impact Caleulat] -
Unit  Uskt  MarketRate Adjusted  Revenme Unlt  Unit  MorketRate- Adjosted  Revenue Unlt Uit MarketRete Adjusted  ‘Revenoe Unit  Unit  MarketRate Adjurted  Revenue Uit Unlt  MarketRate Adjusted  Revenue Uslt  Unlt  MaeketRate Adioed  Revenoe
Floor _Typr  _ Stz TobalPriex BMR Prie _Diarence Typr _ Ble  TotslPrice BMR Prica Difference Tip Sie _ TotalPrice BMRPrics plffersnce Type _ Bee  TotalPrice BMR Price _Differer v _ Slse _TowlPrice BMRPrice _Difforsucs e __Siev  TolalPries BMR Price _Dlfforence
46 akeMx LSO §3471250 X740 SL26.830 - - - - - - - - - . . - - - - . - . T . - - . . - .
45 asRBMR 105D 1460000 X740 1,255,880 - . - - - - - - - - N - - - . . . . - - - . . - -
44 amREMR 105D 1456750 207420 1,247,300 - - - . - - - - - - - - - - - ‘- - - - - - - - - -
43 ;raMR 1050 1446500 207420 1,229,080 . - - - - - - . - - - - - - - . - - - - . . - - -
42 gpRBMR 1050 143250 207420 1,230,830 - - - - - - - - - - . - - - - - - - - - - - - - -
41 3BRBMR 1295 LRS00 24780 1499,720 - - - - - - - - - - - - - . . 1BREML 700 $975000  SIESRI3  $R09.167 - - - - -
a - - - . - - - - - . . - - - . - - - - - asREMR 1030 LI9SSOD 207420 1,RRARO JMEMR 1300 SI744875  S24M7RC  $1496,095
» - - - - . - - - - - - - - - - - - - - - IERBMR 1030 _ LJETS0D _ Z4KND_ 1.135,020 JMREMR L300 174250 24R760_L4ABS.9T0
Tetil TE031,250  S1,205 881 | Totak: il 0 Totaly: [ m Tatals: 50 0 Totntst SITSETO0 | S622,033 LEnLIANKT) Tatals: D AT0,625 497560 [ 32:983,065)
o Nobu Roseane Diftorneesy - SIAHSSA0E L S &

Nots: Below Market Rate Unlir indicated Yy Oreen Teat

7 FB Compr: Reo by Unik

* ThTereni e Unin:

Lpan s
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EXHIBIT III-5

FOR-SALE PRODUCT PROGRAM POSITIONING INCLUDING PREMIUMS
SAN FRANCISCO, CALIFORNIA
OCTOBER 2013

rice

Sales P

$5,500,000

$5,000,000

$4,500,000

$4,000,000

$3,500,000

$3,000,000

$2,500,000

$2,000,000

$1,500,000

$1,000,000

$500,000

$0 T T
0 200 400

800 1,000 1,200 1,400 1,600

1,800 2,000 2,200

Home Size (SF)

2,400 2,600 2,800 3,000 3,200 3,400 3,600 3,800 4,000

X Recently Built Condo Closings

M Millenium Tower :
=~ Linear (Recently Sold Out Trendline)
Linear (One Rincon)

X Individual Unit Prices
B  One Hawthomne
= =L inear (Recently Buiit Condo Closings)

One Rincon
Original Millenium Closings (2009-2011)
Linear (Original Millenium Closings (2009-2011))

B  Infinity Tower
Linear (New Inventory Trend)
Linear (Individual Unit Prices)

07316.17 FS Comps.xlsx: PS-HE
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EXHIBIT IIE-6

HIGH RISE CONDOMINIUM SALES AND LISTINGS RY FLOOR

SAN FRANCISCO, CALIFORNIA
LAST SIX MONTHS
Miflenium Tower Iufinity Tower One Rincan St. Regls Rexldences ‘The Metropoliten
Floor ] Size Frice PSF ] Size Frlee PSF [] Size Price PSF * Shze Pries PSF
54 - - - - - - 449 $2,999,000 $2,070 - - - - -
53 2 9 - - - - - - - - - - - - - - - - - - - -
5 4. 1753 2,492,648 - - - - - - - - - - - - - - - - - - - -
51 4 1753 2479025 - - - - - - - - - - - - - - - - - - - -
56 4 1751 2465603 - - - - - - - - - - - - - - - - - - - -
L] 5 1457 2,049,520 1 2819 $5550000  SL969 - - - - 1 610 718000 1,177 - - - - - - - -
a s 1457 2,038218 - - - - - - - - - - - - - - - - - - - -
a7 s 1457 2026915 - - - - - - - 1 819 1200000 1,465 - - - - - - - -
4 5 1457 2,015,613 - - - - - - - - 1 1278 1,469,000 1,349 - - - - - - - -
] 5 1457 2004310 - - - - - - - - - - - - - - - - - - - -
“ 5 1,457 1,993,008 - - - - - - - - - - - - - - - - - - - -
@ s 1457 1981,708 1 1952 4250000 2,177 - - - - 1 605 699.000 1,155 - - - - - - - -
4 5 1457 1970403 - - - - 2 2117 §3,147,500  SL487 1 710 §38000 1080 - - - - - - -
4 6 1270 1716000 - - - - - - - - 1 710 210000 1,141 - - - - - - - -
40 T 6 1272 1708254 - - - - - - - 2 721 820500 1138 - - - - - ~ - -
k] ] 1272 1698342 - - - - 1 1300 2200000 1,692 2 658 767000 1,167 - - - - - - - - ’
30 - - - - - - - - - - - - - - - - - - - - - - - -
37 - - - - - - - - - - - - - - - - - - - - - - -
1 - - - - - - -~ - 1 1700 3205000 1938 t 1278 1425000 _ LIS - - - - - - - -
s - - - - - - - - 2 1332 L9250 1,346 - - - - - - - - - ~ - -
3 - - - - - - - - - - - - - - - - - - - - - - - -
B - - - - - - - - 1 1268 2500000 1972 1 1305 1435000 109 - - - - - - - -
32 - - - - - - - - 1 1563 2,000,000 1,344 - ~ - - - - - - - - - -
1 - - - - - - - - 1 1563 2100000 1,344 - - - - 1 1,731 $1,699,000  $982 - - - -
20 - - - - - - - - 1 804 BEO000 1,095 1 1856 2300000 1,239 - - - - - - - -
29 - - - - - - - - - - - - - - - - - - - - - - - -
= - - - - - - - - 1 1748 2388000 1,366 2 1355 LSS7500 0 1,049 - - - ~ - - - -
7 - - - - - - - - - - - - 1 LB 1430000 1158 1 1767 2250000 1273 - - - -
26 - - - - - - - - 2 oS8 1299500 1228 1 70 710,000 1,000 1 1527 2400000 1,572 - - - -
2] - - - - - - - - 1 1093 1323000 109 - - c - - - - - - - - - -
4 - - - - 1 789 935000 1,185 - - - - - - - - - - - - - - - -
p:] - - - - - - - - - - - - 1 1238 1395000 1,127 - - - ~ - - - -
22 - - - - - - - - 1 1163 1300000 1118 - - - - i 1,147 1250000 109 - - - -
1 - - - - - ~ - - - - - - - - - - - - - - - - - -
20 - - - - 1 1027 1220000 1,088 1 1207 1400000 1070 - - - - - ‘- - - 2 S8l sin2s00  $is
20+ Avp 74 1934 T S1405,501  s1.390 % 1647 T 51988750 51218 13 1384 " SIP788E5  S1430 9 1034~ §1,285813 51244 4 1543 7 81899.750 81,231 2 581 ~ $L,11Z500  $1,135
» - - - - - - - - - - - - - - - - - - 1 795 ° 859,000 1081
n - - .- - - - - - 1 1317 1480000 1138 - - - - - - - - 1 795 #60000 1,082
” - - - - - - - - 1 1307 1365000 1,044 - - - - - - - - 2 599 683,000 1,041
16 - - - - 1 B33 1070000 1285 - - - - 1 605 650000 1074 - - - - 1 506 s8s000 1,162
15 - - - - - - - - t 1317 15lop00 1222 - - - - - - - - - - - -
1 - - - - - - - - - - - - 3 587 529,667 1,048 - - - - - - r- -
13 - - - - - - - - - - - 1’ 1278 1,295,000 1013 - - - - - - - -
1 - - - - - - - - - - - - 1 1238 1288000 1,040 - - - - - ~ - -
1 - - - - - - - - - -~ - - - - - - - - - - 1 995 125000 1,030
10 - - - - - - - - 2 973 962,500 989 - - - - - - - - 1 §15 678000 1,004
’ - - - - - - - - - - - 1 1308 1,140,000 871 - - - - 1 506 495,000 918
L] - - - - - - - - 3 1381 1,321,667 957 1 605 577,000 954- - - - - - - - -
7 - - - - - - - - 1 1,113 999,000 898 - - - - - - - - - - - -
6 - - - - 1 833 LDSDOO0 1261 - - - - - - - - - - - - - - - -
5 - - - - - - - - 1 1394 1365000 979 - - - - - - - - - - - -
4 - - - - - - - - 3 1,020 971,667 953 - - - - - - - - - - - -
a - - - - 1 1R16 2395000 1319 4 950 65,250 975 - - - - - - - - - - - -
2 - - - - - - - - - - - - - - - - - - - - 1 963 930,000 966
1 - - - - - - - - - - - - - - - _ - - - -~ - - —
Below 20 Avgt 0 = - = 3 1,061  S1505000  $1,357 7 7201~ §i228787 | S1,023 0 587 $579944 8993 3 - - = 9 733 $764750 81,049
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EXHIBIT 111-6

HIGH RISE CONDOMINIUM EALES AND LISTINGS BY FLOOR
SAN FRANCISCO, CALIFORNIA

07316.17 Tower Bales.xlsm: Tower Sales

Floor
54 2 3,506 4,969,510 $1.417
5 2 1,506 4,942,840 1410
£ 4 1,753 2,492,648 1,422
51 4 1,753 2,479,128 1414
50 4 1,753 2,465,603 1,407
9 5 1,457 | 2,049,520 1407
a 5 1457 2,038,218 1399
41 5 1,457 2026915 1,391
45 5 1457 2015613 1,383
48 5 1457 2,004,310 1,376
" 5 1,457 1,993,008 1368
4 3 1,457 1,981,705 1,360
4 5 1,457 1,970,403 1352
41 & 1270 1,716,000 1351
40 6 12712 1,708,254 1343
29 6 1172 1,698,342 1338
n - - - -
37 - - - -
36 - - - -
35 - - - -
au - - - -
] - - - -
n - - - -
a1 - - - -
2 - - - -
9 - - - -
n - - - -
7 - - - -
26 - - - -
2% - - - -
24 - - - -
n - - - -
1 - - - -
21 - - - -
20 - - - -
20+ Aver 7 1,734 524053 51,350
19 - - - -
10 - - - -
17 - - - -
16 - - - -
18 - - - -
i - - - -
17 .- - - -
1 - - - -
1 - - - -
1 - - - -
] - - - -
[ - - - -
7 - - - -
[} - - - -
3 - - - -
4 - - - -~
) - - - -
2 - - - -
1 - - - -
Telow 20 Avgt D = p o

LAST SIX MONTHS
HoMa Grand The Beacon The Watermark. The Brannan The Bridgeview One
Ske Price PSF # Siee Price PSF [] She Price FSF [] Size Price BSF 1] Slze. Price PSF # Slze Prlce PSF
- - - - - - - - - - - - - - - - 1 2006 52750000  $1306 - - - -
- - - - - - - - - - - - - - - - i 832 775,000 931 - - - -
- - - - - - - - - - - - - - - - - - - - 1 - 1950000 -
1 764 £25000 1,080 - - - - - - - - - - - - - - - - - - - -
- - - - - - - 1 1,259 $1,695000 81,346 - - - - - - - - - - - -
1 Tod SEI5,000 51,080 [] - = = 1 135 51,695,000  $1,346 [] - = 2 1469  S1,761500  $1,200 1 —~ 7 31950000 =
1 756 755,000 999 - - - - - - - - - - - - - - - - - - - -
1 1,145 1,269,000 1,128 - - - - - - - -~ 1 1321 1,690,888 1,280 1 1215 1,099,000 905 - - - -
1 1201 1,245,000 1,037 - - - - - - - - - - - - - - - - - - -
1 664 596,000 098 1 22 725,000 882 - - - - 2 1,244 1,852,500 1,489 - - - - - - - -
1 756 670,000 BBG 1 982 104077 106 - - - - - - - - 1 L102 969,888 360 1 1313 1,350,000 1,028
- - - - 2 943 815,000 265 - - - - - - - - - - - - - - - -
2 765 794,500 1,039 1 858 729,000 840 - - - - 1 1425 1,505,000 1,056 2 1,052 914,000 863 - - - -
1 765 649,000 843 1 1286 1050000 816 - - - - - - - - 1 660 620,000 927 1 518 990,000 1,082
2 761 650,000 855 1 68 695,000 805 - - - - - - - - 1 469 615,000 919 - - - -
2 1184 974,000 823 1 862 695,000 811 - - - - 1 1516 1,487,000 981 - - - - - - - -
3 850 786333 925 2 1215 1,066,000 78 - - - - 1 1516 1550000 1,022 - - - - - - - -
- - - - 2 819 633,500 756 - - - - - - - - 1 675 334411 495 - - - -
- - - - 4 985 724,000 75 - - - - - - - - - - - - - - - -
- - - - 4 1,135 662,753 584 1 1018 1,010,000 991 1 981 70,000 887 - - - - - - - -
- - - - 1 1,518 1,218,750 803 - - - - - - - - 1 826 325,697 395 - - - -
- - - - - - - - - - - - 1 527 855,000 922 1 1,038 785,000 756 - - - -
- - - - 1 552 489,000 826 - - - - - -~ - - - - - - - - - -
- - - .- - - - - 1 w31 699,000 841 - - - - - - - - - - - -
[ 5 SBAONET T $950 12 993 39930 845 2 525 Ba54,500  $924 " 1176  5i400AW 81,008 3 306 3707900 5781 2 1,114 ~ s1,170,000 ~ 81,080
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Planning Commission Motion 19262
Section 309

HEARING DATE: OCTOBER 16, 2014

Date: October 2, 2014

Case No.: 2014.1399WX

Project Address: 181 Fremont Street

Project Site Zoning: C-3-O (SD) (Downtown, Office: Special Development)
700-5-2 Height and Bulk District
Transit Center C-3-O {(SD) Commercial Special Use District
Transbay C-3 Special Use District

Block/Lot: 3719/010, 011 (181 Fremont Street)

Project Sponsor:  Janette D'Elia
c/o Jay Paul Company, LL.C
Four Embarcadero Center, Suite 3620

. San Francisco, CA 94111
Staff Contact: Kevin Guy — (415) 558-6163

kevin.guy@sfgov.org

Exhibit D

1650 Mission St.
Sutte 400
San Francisco,

. CA94103-2479

Reception:
415.558.6378
Fax:
415.558.6409

' Planning

Information:
415.558.6377

ADOPTING FINDINGS RELATED TO THE APPROVAL OF A DOWNTOWN PROJECT AUTHORIZATION UNDER

PLANNING CODE SECTION 309 TO AMEND THE CONDITIONS OF APPROVAL FOR A PREVIOUSLY-
APPROVED PROJECT TO DEMOLISH AN EXISTING THREE STORY BUILDING AND AN EXISTING TWO-
STORY BUILDING AND CONSTRUCT A NEW 52-STORY BUILDING REACHING A MAXIMUM HEIGHT OF
APPROXIMATELY 700 FEET, WITH A DECORATIVE SCREEN REACHING A MAXIMUM HEIGHT OF
APPROXIMATELY 745 FEET AND A SPIRE REACHING A MAXIMUM HEIGHT OF APPROXIMATELY 800 FEET,
CONTAINING APPROXIMATELY 404,000 SQUARE FEET OF OFFICE USES, APPROXIMATELY 74 DWELLING
UNITS, APPROXIMATELY 2,000 SQUARE FEET OF RETAIL SPACE, AND APPROXIMATELY 68,000 SQUARE
FEET OF SUBTERRANEAN AREA WITH OFF-STREET PARKING, LOADING, AND MECHANICAL SPACE. THE
PROJECT SITE IS LOCATED WITHIN THE C-3-O(SD) (DOWNTOWN OFFICE, SPECIAL DEVELOPMENT)
DISTRICT, THE 766-8-2 HEIGHT AND BULK DISTRICT, THE TRANSIT CENTER C-3-O(SD) COMMERCIAL
SPECIAL USE DISTRICT, AND THE TRANSBAY C-3 SPECIAL USE DISTRICT.

v ainlanning.org
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Motion 19262 : CASE NO. 2014.1399WX
Hearing Date: October 16, 2014 181 Fremont Street

PREAMBLE

On December 6, 2012, the Planning Commission (“Commission) conducted a duly noticed public hearing .
at a regularly scheduled meeting and approved a Downtown Project Authorization and Requests for
Exceptions pursuant to Planning Code Section (“Section”) 309 (Motion No. 18765), an allocation of office
space pursuant to Sections 320 through 325 (Annual Office Development Limitation Program (Motion
No. 18764), and findings regarding shadow impacts to Union Square (Motion No. 18763), in connection
with a proposal to demolish an existing three-story building and an existing two-story building, and to
construct a 52-story building reaching a roof height of approximately 700 feet with a decorative screen
reaching a maximum height of approximately 745 feet and a spire reaching a maximum height of
approximately 800 feet, containing approximately 404,000 square feet of office uses, approximately 74
dwelling units, approximately 2,000 square feet of retail space, and approximately 68,000 square feet of
subterranean area with off-street parking, loading, and mechanical space, located at 181 Fremont Street,
Lots 010 and 011 in Assessor’s Block 3719 (“Project Site”), within the C-3-O (SD) (Downtown Office,
Special Development) District, the 700-5-2 Height and Bulk District, the Transbay C-3 Special Use District,
and the Transit Center C-3-O(SD) Commercial Special Use District. At the same hearing on Decermnber 6,
2012, the Zoning Administrator indicated an intent to grant a requested Variance from Section 140 to
allow dwelling units on the north, east, and south portions of the proposed building without the
required dWelling unit exposure. On March 15, 2013, the Zoning Administrator issued a Variance .
Decision Letter formally granting the requested Variance (collectively, “Project”, Case No.
2007.0456EBKXV). A site permit has been issued for the-Project, and the building is currently under
construction.

Pursuant to the requirements of Section 249.28, a minimum of 15% of the dwelling units in the project
would have beert required to be affordable to, and occupied by, qualifying persons and families as
defined by the Transbay Redevelopment Plan. On September 18, 2014, Janette D'Elia, acting on behalf of
Jay Paul Company, LLC ("Project Sponsor”) applied for a Downtown Project Authorization, pursuant to.
Section 309, in order to amend the conditions of approval for the previously-granted Downtown Project
Authorization (Motion No. 18765) to enable the payment of an in-lieu fee toward the development of
affordable housing in the Transbay Redevelopment Project Area. In addition the Project Sponsor
proposes to. enter into a Development Agreement (pursuant to Chapter 56 of the San Francisco
Administrative Code) to exempt the Project from the requirements of Section 249.28 to provide affordable
dwelling units on-site (collectively, “Proposed Amendment”, Case No. 2014.1399WX).

On May 24, 2012, the Planning Commission held a duly advertised public hearing and recommended
approval of the Transit Center District Plan (“TCDP” or “Plan”) and related implementing Ordinances to
the Board of Supervisors. The result of a multi-year public and cooperative interagency planning process
" that began in 2007, the Plan is a comprehensive vision for shaping growth on the southemn side of
Downtown to respond to and support the construction of the new Transbay Transit Center project,
including the Downtown Rail Extension. Implementation of the Plan would result in generation of up to
$590 million for public infrastructure, including over $400 million for the Downtown Rail Extension.
Adoption of the Plan included height reclassification of numerous parcels in the area to increase height '
limits, including a landmark tower site in front of the Transit Center with a height'limit of 1,000 feet and
several other nearby sites with height limits ranging from 600 to 850 feet.

SAN FRANGISCO : ’ - ‘ 2
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On July 24, 2012, the Board of Supervisors held a duly noticed public hearing, affirmed the Final EIR and
approved the Plan, as well as the associated ordinances to implement the Plan on first reading. -

On July 31, 2012, the Board of Supervisors held a duly noticed public hearing, and approvgd the Plan, as
well as the associated ordinances to implement the Plan on final reading.

On August 8, 2012, Mayor Edwin Lee signed into law the ordinances approving and implementing the
Plan, which subsequently became effective on September 7, 2012.

The environmental effects of the original Project were determined by the Department to have been fully
- reviewed under the Transit Center District Plan Environmental Impact Report (hereinafter “EIR”). The
EIR was prepared, circulated for public review and comment, and, at a public hearing on May 24, 2012,
by Motion No. 18628, certified by the Commission as complying with the California Environmental
Quality Act (Cal. Pub. Res. Code Section 21000 et seq., (hereinafter ”CEQA”). The Commission has
reviewed the Final EIR, which has been available for this Commissions review as well as public review.

The Transit Center District Plan EIR is a Program EIR. Pursuant to CEQA Guideline 15168(c)(2), if the
lead agency finds that no new effects could occur or no new mitigation measures would be required of a
proposed project, the agency may approve the project as being within the scope of the project covered by
the program EIR, and no additional or new environmental review is required. In approving the Transit
Center District Plan, the Commission adopted CEQA Findings in its Motion No. 18629 and hereby
incorporates such Findings by reference. |

Additionally, State CEQA Guidelines Section 15183 provides a streamlined environmental review for
projects that are consistent with the development density established by existing zoning, community plan
or general plan policies for which an EIR was certified, except as might be necessary to examine whether
there are project-specific effects which are peculiar to the project or its site. Section 15183 specifies
that examination of environmental effects shall be limited to those effects that (a) are peculiar to the
project or parcel on which the project would be located, (b) were not analyzed as significant.effects in a
prior EIR on the zoning action, general plan or community plan with which the project is consistent, (c)
are potentially significant off-site and cumulative impacts which were not discussed in the underlying
EIR, or(d) are previously identified in the EIR, but which are determined to have a more severe adverse
impact than that discussed in the underlying EIR. Section 15183(c) specifies that if an impact is not
peculiar to the parcel or to the proposed project, then an EIR need not be prepared for that project solely
on the basis of that impact. '

- On November 9, 2012, the Department determined that the application for the original Project did not
require further environmerital review under Section 15183 of the CEQA Guidelines and Public Resources
Code Section 21083.3. The Project was consistent with the adopted zoning controls in the Transit Center
District Plan and was encompassed within the analysis contained in the Transit Center District Plan Final
EIR. Since the Transit Center District Plan Final EIR was finalized, there were no substantial changes to
the Transit Center District Plan and no substantial changes in circumstances that would require major
revisions to the Final EIR due to the involvement of new significant environmental effects or an increase
in the severity of previously identified significant impacts, and there is no new information of substantial
importance that would change the conclusions set forth in the Final EIR. The file for this project,

SAN FRANCISCO : 3
PLANNING DEPARTMENT .

408



Motion 19262 CASE NO. 2014.1399WX
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including the Transit Center District Plan Final EIR and the previously issued Community Plan
. Exemption certificate, is available for review at the San Francisco Planning Department, 1650 Mission
Street, Suite 400, San Francisco, California. : B

Planning Department staff prepared a Mitigation Monitoring and Reporting Program (MMRP) setting
forth mitigation measures that were identified in the Transit Center District Plan EIR that are applicable
to the project. These mitigation measures are set forth in their entirety in the MMRP, attached to Motion
No. 18675 as Exhibit C, and were made conditions of approval of the original Project.

The Planning Commission’s actions to amend the conditions of approval under Planning Code Section
309 and the recommendation concerning the development agreement do not compel any changes to the -
project that the Planning Commission previously -approved. Rather, these actions merely authorize the
Commission on Community Investment and Infrastructure, Planning Commission and Board .of
Supervisors to remove the on-site affordable housing requirement from the project. Thus, these actions
and authorization of the acceptance of $13.85 million for affordable housing subsidy within Zone 1 of the
Transbay Redevelopment Plan do not constitute a project under the California Environmental Quality
Act (“CEQA”), CEQA Guidelines (California Code of Regulations Title 14) Section 15378 (b)(4) because it

" merely creates a government funding mechanism that does not involve any commitment to a specific
project.

The Planning Commission has reviewed and considered reports, studies, plans and other documents
pertaining to the Proposed Amendment.

The Planning Commission has heard and considered the testimony preseﬁted at the public hearing and
has further considered the written materials and oral testimony presented on behalf of the Project
Sponsor, Department staff, and other interested parties.

On October 16, 2014, the Commission conducted a duly noticed public hearing at a regtﬂarly scheduled
meeting on Case No. 2014.1399WX. The Commission has heard and considered the testimony presented’
to it at the public hearing and has further considered written materials and oral testimony presented on
behalf of the applicant, the Planning Department staff, and other interested parties.

MOVED, that the Commission hereby approves the Proposed Amendment, as requested in Application

No. 2014.1399X, subject to conditions of approval contained in Exhibit A of Motion No. 18765 and to the
" Mitigation, Monitoring and Reporting Program contained in Exhibit C of Motion No. 18765 (incorporated
. by reference as though fully set forth herein), based on the following findings:

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

1. The above recitals are accurate and also constitute findings of this Commission.

2. Site Description and Present Use. The Project Site is an irregularly shaped property formed
by two parcels measuring a total of 15,313 square feet, located on the east side of Fremont
Street, between Mission and Howard Streets. The Project Site is within the C-3-O (SD)
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District, the 700-S-2 Height and Bulk District, the Transit Center C-3-0 (SD) Commercial

“Special Use District, and the Transbay C-3 Special Use District. The two buildings which

previously occupied the Project Site have been demeolished, and foundation and site-
preparation activities are underway for the construction of the Project.

Surrounding Properties and Neighborhood. The Project Site is located in an area
characterized by dense urban development. There are many high-rise structures containing -
dwellings, offices and other commercial uses. The Project Site is surrounded by a number of
high-rise buildings. The Millennium (301 Mission Street) is a residential development
consisting of a 60-story residential building and an 11-story tower, located to the north, 50
Beale Street (a 23-story office building), 45 Fremont Street (a 34-story office building) and 50
Fremont Street (a 43-story office building) are situated further to the north. 199 Fremont
street (a 27-story office building) is located immediately to the east. There are numerous
smaller commercial buildings in the area as well. The future Transit Center and the Transbay
Tower are currently under construction immediately to the north of the Project Site. The
Transit Cénter is planned to accommodate local and inter-city bus service, as well as Caltrain
and California High Speed Rail service. The roof of the Transit Center will also feature a 5.4-
acre public park called “City Park.”

The Project Site is located within the “Zone 2” of the Transbay Redevelopment Plan Project
Area, as well as the larger Transit Center District Plan (TCDP) area. The City adopted the
TCDP and related implementing ordinances in August 2012. Initiated by a multi-year public
and cooperative interagency planning process that began in 2007, the Plan is a
comprehensive vision for shaping growth on the southern side of Downtown. Broadly stated,
the goals of the TCDP are to focus regional growth toward downtown San Francisco in a
sustainable, transit-oriented manner, sculpt the downtown skyline, invest in substantial

' transportation infrastructure and improvements to streets and open spaces, and expand

protection of historic resources.

Adoption of the Plan included height reclassification of numerous parcels in the area to
increase height limits, including the site of the Transbay Tower with a height limit of 1,000
feet, and several other nearby sites with height limits ranging from 600 to 850 feet.

Project Background and Proposed Amendment. As approved, the Project would demolish
an existing three-story building and an existing two-story building, and to construct a 52-
story building reaching a roof height of approximately 700 feet with a decorative screen
reaching a maximum height of approximately 745 feet and a spire reaching a maximum -
height of approximately 800 feet, containing approximately 404,000 square feet of office uses,

- approximately 74 dwelling units, approximately 2,000 square feet of retail space, and

approximiately 68,000 square feet of subterranean area with off-street parking, loading, and
mechanical space. The building also includes a bridge to the future elevated City Park
situated on top of the Transit Center.

The Project Sponsor proposes to amend the conditions of approval for the Downtown Project

- Authorization (Motion No. 18765) associated with the Project, to enable the payment of an in-

lieu fee toward the development of affordable housing in the Transbay Redevelopment
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Project Area. In addition, the Project Sponsor proposes to enter into a Development
Agreement with the City and County of San Francisco (pursuant to Chapter 56 of the San
Francisco Administrative Code) to exempt the Project from the requirements of the Transbay

" C-3 Special Use District (“SUD”, Section 249.28) to provide affordable dwelling units on-site

(collectively, “Proposed Amendment”). In addition, the Development Agreement would
specify the terms for payment of the in-lieu fee.

Public Comment. To date, the Department has received no comments i.'egarding the
Proposed Amendment. - : :

Planning Code Compliance. The Commission finds that the Proposed Amendment is
consistent with the relevant provisions of the Planning Code in the following manner:

A.  Transbay C-3 SUD (Section 249.28). The boundaries of the Transbay C-3 SUD
generally apply to the privately-owned parcels within Transbay Redevelopment Plan
Project Area, corresponding to the boindaries of “Zone 2” of the Project Area. The
SUD sets forth regulations regarding active ground-floor uses, streetscape
improvements, and procedures for payment of fees. In addition, the SUD specifies
that all residential developments must provide a minimum of 15% of all the dwelling
" units as affordable to, and occupied by, qualifying persons and families as defined by
" the Transbay Redevelopment Plan. The SUD further requires that all inclusionary
- units must be built on-site, and that off-site construction or in-lieu fee payment are
not permiited to satisfy these requirements. '

The Transbay Redevelopment Plan requires that, in accordance with State law (Public
Resources Code Section 5027.1), at least 35% of all new housing within the Project Area be
affordable to low- and moderate-income households. It is.anticipated that this goal will be
achieved through a combination of constructing stand-alone affordable housing projects, ‘
increasing affordable housing requirements for development of the publicly-owned. parcels in
“Zone 1", and requiring on-site affordable units for developments on privately-owned parcels
containing residential uses.

. The Office of Community Investment and Infrastructure (OCII), in consultation with the
Mayor’s Office of Housing and Community Development (MOHCD), has analyzed the
implications of applying the on-site requirement of the SUD to the Project. The units within
the Project are relatively large, and are situated within the uppermost floors of the tower with
abundant views. Given these characteristics, the 11 affordable units within the Project would
need to be steeply discounted compared with the market-rate units. In addition, it.is estimated
that the homeowner’s association (“HOA") fees for these units will likely exceed $2,000 per
month. These HOA fees would impose a substantial financial burden on residents whose
income levels would allow them to qualify for an affordable unit within the Project. Therefore,
OCII and MOHCD staff have concluded that the resources necessary to create affordable
units within the Project could be better leveraged to create other affordable housing
opportunities elsewhere in the Redevelopment Plan Area.
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' The Project Sponsor proposes to enter into a Development Agreement (pursuant to-Chapter

56 of the San Francisco Administrative Code) to exempt the Project from the requirements of
Section 249.28 to provide affordable dwelling units on-site. If approved by the Board of
Supervisors, the Project Sponsor would contribute $13.85 million toward the development of
affordable housing in the Redevélopment Plan Aren. OCII staff estimates that this fee would
be capable of creating approximately 69 affordable housing units, a net gain of 58 affordable
units compared o the 11 affordable units that would be provided within the Project.

i

Inclusionary Affordable Housing Program. Planning Code Section 415 sets forth the
requirements and procedures for the Inclusionary Affordable Housing Program. At
the time of Project approval in 2012, Planning Code Section 415.3 applied these

" requirements to projects that consist of five or more units, where the first application

(EE or BPA) was applied for on or after July 18, 2006. Within the Transbay C-3 SUD,
developments containing residential uses must satisfy these requirements by
prov\ided‘ 15% of the proposed dwelling units on-site as affordable.

The conditions of approval for the Project in 2012 reflected the regulations of Sections 249.28
and 415 by requiring that 11 of the 74 dwelling units in the project be affordable. As
discussed in Item #6A above, the Project Sponsor proposes to enter into a Development
Agreement to exempt the Project from the on-site requirements of Section 249.28, and to
enable an in-lieu contribution of $13.85 million toward the development of affordable housing
in the Redevelopment Plan Area. For comparative purposes, if the Project Sponsor were to
pay the in-lieu affordable housing fee established in the Planning Code, the fee amount would
be approximately $5.5 million. In order for this Development Agreement to proceed, the
Commission must amend the conditions of approval for the Project (Motion No. 18756) to
eliminate the requirement for on-site affordable dwelling units.

7. General Plan Conformity. The Proposed Amendment would afflrma’avely promote the
following objectives and policies of the General Plan:

HOUSING ELEMENT:
Objectives and Policies -

OBJECTIVE 1

TO PROVIDE NEW HOUSING, ESPECIALLY PERMANENTLY AFFORDABLE HOUSING,
IN APPROPRIATE LOCATIONS WHICH MEETS IDENTIFIED HOUSING NEEDS AND
TAKES INTO ACCOUNT THE DEMAND FOR AFFORDABI.E HOUSING CREATED BY
EMPLOYMENT DEMAND.

Policy 1.1:

Encourage ' higher residential density in areas adjacent to downtown, in. underutilized-
commercial and industrial areas proposed for conversion to housing, and in neighborhood
commercial districts where higher density will not have harmful effects, especially if the higher
density provides a significant number of units that are affordable to lower income households.

SAN FRANCISCO
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Policy 1.3 .
Identify opportunities for housing and mixed-use chstncts near downtown and former industrial
portions of the City. ‘ '
Policy 1.4:

Locate in-fill housing on appropriate sites in established residential neighborhoods.
OBJECTIVE 4

FOSTER A HOUSING STOCK THAT MEE’I"S THE NEEDS OF ALL RESIDENTS ACROSS
LIFECYCLES. ‘ .

Policy 4 5:

Ensure that new permanently affordable housing is located in all of the City’s neighborhoods,
and encourage integrated neighborhoods, with a diversity of unit types provided at a range of
income levels, . '

OBJECTIVE 7

SECURE FUNDING AND RESOURCES FOR PERMANENTLY AFFORDABLE HOUSING,
INCLUDING INNOVATIVE PROGRAMS THAT ARE NOT SOLELY RELIANT ON
TRADITIONAL MECHANISMS OR CAPITAL.

Policy 7.5:
Encourage the production of affordable housing through process and zomng accommodations,
and prioritize affordable housmg in the review and approval processes.

OBJECTIVE 8

BUILD PUBLIC AND PRIVATE SECTOR CAPACITY TO SUPPORT, FACILITATE,
PROVIDE AND MAINTAIN AFFORDABLE HOUSING. .

Policy 8.1:
Support the production and management of permanently affordable housing.

The Proposed Amendment would allow the payment of an in-lieu fee which will enable the creation of a
greater affordable housing opportunities in the Transbay Redevelopment Plan Project Area than would be
achieved through on-site affordable units within the Project. Affordable units created within the Project
would be subject to. HOA fees that would likely exceed $2,000 per month. These HOA fees would impose a
substantial financial burden on residents whose income levels would allow them to qualify for an affordable
unit within the Project. The funds provided by the in-lieu fee will be utilized to create affordable units on
other parcels in the Project Area. OCII staff estimates that the in-lieu fee would create 4 net gain of 58
affordable dwelling units over the 11 affordable units that would be provided in the Project under the

SANFRANCISCO . 8
PLANNING DEPARTMENT

413



Motion 19262 ‘ CASE NO. 2014.1399WX
Hearing Date: October 16, 2014 : : 181 Fremont Street”

existing requirements. Residents of these future affordable units would be located within close proximity of
the Project Site, and would be able to enjoy the walkability, abundant transit services, and vibrant urban
character of the area.

SAN FRANCISCO
PLANNING

Priority Policy Findings. Section 101.1(b) establishes eight priority planning policies and

requires the review of permits for consistency with said policies. The Proposed Amendment

complies with these policies, on balance, as follows: ' ) .

A. That existing neighborhood-serving retail/personal services uses be preserved and
enhanced and future opportunities for resident employment in and ownership of
such businesses enhanced. : '

The Project would include retail services at the ground-floor and at the fifth floor adjacent to
City Park. These uses would provide goods and services to downtown workers, residents, and
visitors, while creating ownership and employment opportunities for San Francisco residents.
The addition of office and residential uses would bring new employees and residents to area,
_strengthening the customer base of other businesses in the vicinity. The Proposed
_ Amendment would have no effect on the retail services in the Project.

B. That existing housing and neighborhood character be conserved and protected in
order to preserve the cultural and economic diversity of our neighborhoods.

C That the City's supply of affordable housing be preserved-and enhanced.

No housing has been removed for the construction of the Project, and the Project would provide
74 dwelling units. The Proposed Amendment would enable the payment of an in-lieu fee that will
be utilized to create affordable housing oirother parcels in the Project Area. OCII staff estimates
that the in-lieu fee would create a net gain of 58 affordable dwelling units over the 11 affordable
units that would be required in the Project under the existing requirements.

D. That commuter traffic not impede MUNI transit service or overburden our streets or
neighborhood parking. '

The Project Site is situated in the downtown core and is well served by public transit. The
- Project Site is located immediately adjacent to the future Transit Center, which will provide
direct access to a significant hub of local, regional, and Statewide transportation. The Project
is also located two blocks from Market Street, a major transit corridor that provides access to
various Muni and BART lines. The Project implements the vision of the Transit Center
District Plan to direct regional growth to a location that'is served by abundant transit
options, in order to facilitate travel by means other than private automobile. The Proposed
Amendment would have no negative effect on transit services and circulation in the area.

E. That a diverse economic base be maintained by protecting our industrial and service

_ sectors from displacement due to commercial office development,.and that future
opportunities for resident employment and ownership in these sectors be enhanced.

DEPARTMENT
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The Project includes retail spaces at the first and fifth floors, preserving service sector
employment opportunities. The Proposed Amendment would have no effect on the retail
services in the Project.

That the City achieve the greatest possible preparedness to protect against injury and
loss of life in an earthquake.

. The Project will comply with all current structural and seismic requirements under the San

Francisco Building Code. The Proposed Amendment would have no effect on the physical

. construction of the Project.
- That landmarks and historic buildings be preserved. .

The existing buildings that were demolished on the‘ Project Site were ﬂot".c'onsidered to be

histotic resources. The Proposed Amendment would not affect any landmark or hzstonc
building.

That our parks and open space and their access to sunhght and vistas be protected
from development.

At the hearing for the Project on December 6, 2012, the Planning Commission adopted
Motion No. 18763, finding that the shadows cast by the Project on Union Square would not
be adverse to the use of the park. The Proposed Amendment would not affect the physical form
of the Project, and therefore, would not change the shadow impacts to Lnion Square.

9. The Proposed Amendment is consistent with and would promote the general and specific
purposes of the Code provided under Section 101.1(b) in that, as designed, the Project would -
contribute to the character and stability of the nelghborhood and would constitute a
beneflaal development.

- 10. The Commission hereby finds that approval of the Proposed Amendment would promote the
health, safety, and welfare of the City.

SAN FRANCISCO
P
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DECISION

Based upon the whole record, the submissions by the Project Sponsor, the staff of the Department, and
other interested parties, the oral testimony presented to the Commission at the public hearing, and all
other written materials submitted by all parties, in accordance with the standards specified in the Code,
the Commission hereby APPROVES Application No. 2014.1399X, pursuant to Section 309, subject to the
following conditions attached hereto as "EXHIBIT A", and subject to the conditions of approval of
Planning Commission Motion No. 18765, which are amended by this approval and are incorporated
“herein by reference as though fully set forth, on file in Case Docket No. 2007.0456X.

The actions contemplated in this Motion do not constitute a project under the California Environmental
Quality Act (“CEQA”), CEQA Guidelines (California Code of Regulations Title 14) Sections 15378 (b)(4)
and 15378(b)(5) because it merely creates a government funding mechanism that does not involve any
commitment to a specific project and is an administrative activity of the government with no physical
impact.

APPEAL AND EFFECTIVE DATE OF MOTION: Any aggrieved person may appeal this Downtown
Project Authorization to the Board of Appeals within fifteen (15) days after the date of this Motion.
The effective date of this Motion shall be the date of this Motion if not appealed OR the date of the
decision of the Board of Appeals if appealed to the Board of Appeals. For further information, please
contact the Board of Appeals in person at 1650 Mission Street, Room 304 or call (415) 575-6880.

I hereby certify that the fore‘goirig Motion was ADOPTED by the Planning Commission at its regular
meeting on October 16, 2014, :

Jonas P. Ionin

Commission Secretary

AYES: Wu, Antonini, Fong, Hillis, Johnson, Richards,
'NOES:

ABSENT: Moore

" ADOPTED:  October 16, 2014

SAN ERANCISCO 11
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EXHIBIT A

AUTHORIZATION

This authorization is modify the previous approval granted by Motion No. 18765 to eliminate the
requirement of on-site affordable dwelling units and to enable the payment of an in-lieu contribution
toward the development of affordable housing in the Transbay Redevelopment Plan Project Area, in
association ‘with a previously-approved project to demolish an existing three-story building and an
existing two-story building, and to comstruct a 52-story building reaching a roof height of approximately
© 700 feet with a decorative screen reaching a maximum height of approximately 745 feet and a spire’
reaching a maximum height of approximately 800 feet, containing approximately 404,000 square feet of
office uses, approximately 74 dwelling units, approximately 2,000 square feet of retail space, and
approximately 68,000 square feet of subterranean area with off-street parking, loading, and mechanical
space, as well as a bridge to the future elevated City Park situated on top of the Transit Center, at a
Project Site located within the C-3-O(SD) (Downtown Office, Special Development) District, the 700-5-2
Height and Bulk District, the Transit Center C-3-O(SD) Commercial Special Use District, and the
Transbay C-3 Special Use District, in general conformance with plans dated December 6, 2012 and
stamped "EXHIBIT B" included in the docket for Case No. 2007.0456X, subject to the conditions of
approval reviewed and approved by the Commission on December 6, 2012 under Motion No. 18765, as
amended by the Planning Commission on October 16, 2014 under Motion No. 19262. This authorization
and the conditions contained herein run with the property and not with a particular Project Sponsor,
business, or operator.

RECORDATION OF CONDITIONS OF APPROVAL -

Prior to the issuance of the building permit or commencement of use > for the Pro]ect the Zoning
_ Administrator shall approve and order the recordation of a Notice in the Official Records of the Recorder

of the City and County of San Francisco for the subject property. This Notice shall state that the project is
. subject to the conditions of approval contained herein and reviewed and approved by the Planning
Commission on December 6, 2012 under Motion No. 18765, as amended by the Planning Commission on
October 16, 2014 under Motion No. 19262, :

PRINTING OF CONDIT]ONS OF APPROVAL ON PLANS

The conditions of approval under the 'Exhibit A' of this Planning Commission Motion No. 19262 shall be

reproduced on the Index Sheet of construction plans submitted with the Site or Building permit

application for the Project. The Index Sheet of the construction plans shall reference to the Planning Code
Section 309 Downtown Project Authorization and any subsequent amendments or modifications.

SEVERABILITY ,
" The Project shall comply with all applicable City codes and requirements. If any clause, sentence, section
or any part of these conditions of approval is for any reason held to be invalid, such invalidity shall not
‘affect or impair other remaining clauses, sentences, or sections of these conditions. This decision conveys

SAN FRANCISCO 12
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no right to construct, or to receive a building permit. “Project Sponsor” shall include-any subsequent
responsible party.

CHANGES AND MODIFICATIONS ‘

Changes to the approved plans may be approved administratively by the Zoning Administrator.

Significant changes and modifications of conditions shall require Planmng Commission approval of a
new Planning Code Section 309 Downtown Project Authorization.

Conditions of Approval, Compllance Monltorlng, and Reporting
PERFORMANCE

L Addltlonal Project Authorization. . The Project Sponsor must obtain approval from the Board of
Supervisors for a Development Agreement between the Project Sponsor and the City and County of San
Francisco to exempt the Project from the requirements of Section 249.28 to provide affordable dwelling
units on-site, and to enable the payment of an in-lieu fee from the Project Sponsor to OCII for the
development of affordable housing in the Redevelopment Plan Area. Consequently, this approval is
conditioned upon' a final and effective Development Agreement under which the Project Sponsor has
complied with all of its terms. Failure to satisfy this condition shall result in the Project Authorization
reverting to the project authorization in Planning Commission Motion 18765 dated December 6, 2012,

For information about compliance, contact the Planning Department at 415-558-6378, www.sf-planning.org

PROVISIONS . el ST T

2. Affordable Units. Condition #36 within Exhibit A of Motion No. 18765, requiring that the Project
provide 15% of the dwelling units as affordable to qualifying households, shall no longer apply to the
Project. The Project Sponsor shall contribute an in-lieu fee to the Office of Community Investment and
Infrastructure (“OCI”) for the creation of affordable housing opportunities within the Transbay
 Redevelopment Plan Project Area, in accordance with the terms of the proposed Development
Agreement between the Project Sponsor and thé City and County of San Francisco.

For information about compliance, contact the Planning Department at 415-558-6378, www.sf-planning.org

SAN FRANCISCO 13
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CITY AND COUNTY OF SAN FRANCISCO
COMMUNITY FACILITIES DISTRICT NO. 2014-1
(TRANSBAY TRANSIT CENTER)

AMENDED AND RESTATED RATE AND METHOD OF APPORTIONMENT OF SPECIAL TAX

A Special Tax applicable to each Taxable Parcel in the City and County of San Francisco
Community Facilities District No. 2014-1 (Transbay Transit Center) shall be levied and collected
according to the tax liability determined by the Administrator through the application of the
appropriate amount or rate for Square Footage within Taxable Buildings, as described below.
All Taxable Parcels in the CFD shall be taxed for the purposes, to the extent, and in the manner
herein provided, including property subsequently annexed to the CFD unless a separate Rate and
Method of Apportionment of Special Tax is adopted for the annexation area.

A. DEFINITIONS
The terms hereinafter set forth have the following meanings:

“Act” means the Mello-Roos Community Facilities Act of 1982, as amended, being Cﬁapter 2.5,
(commencing with Section 53311), Division 2 of Title 5 of the California Government Code.

“Administrative Expenses” means any or.all of the following: the fees and expenses of any
fiscal agent or trustee (including any fees or expenses of its counsel) employed in connection
with any Bonds, and the expenses of the City and TIPA carrying out duties with respect to CFD
No. 2014-1 and the Bonds, including, but not limited to, levying and collecting the Special Tax,
the fees and expenses of legal counsel, charges levied by the City Controller’s Office and/or the
City Treasurer and Tax Collector’s Office, costs related to property owner inquiries regarding the
. Special Tax, costs associated with appeals or requests for interpretation associated with the
Special Tax and this RMA, amounts needed to pay rebate to the federal government with respect
to the Bonds, costs associated with complying with any continuing disclosure requirements for
the Bonds and the Special Tax, costs associated with foreclosure and collection of delinquent
Special Taxes, and all other costs and expenses of the City and TIPA in any way related to the
establishment or administration of the CFD.

“Administrator” means the Director of the Office of Public Finance who shall be responsible
for administering the Special Tax according to this RMA. ‘

“Affordable Housing Project” means a residential or primarily residential project, as
determined by the Zoning Authority, within which all Residential Units are Below Market Rate
Units. All Land Uses within an Affordable Housing Project are exempt from the Special Tax, as
provided in Section G and are subject to the limitations set forth in Section D.4 below.

San Francisco CFD No. 2014-1 1 " September 5, 2014
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“Airspace Parcel” means a parcel with an assigned Assessor’s Parcel number that constitutes
vertical space of an underlying land parcel.

“Apartment Building” meé_ns a residential or mixed-use Building within which none of the
Residential Units have been sold to individual homebuyers.

“Assessor’s Parcel” or “Parcel” means a lot or parcel, including an Airspace Parcel, shown on
an Assessor’s Parcel Map with an assigned Assessor’s Parcel number.

“Assessor’s Parcel Map” means an official map of the County Assessor designating Parcels by
Assessor’s Parcel number.

“Authorized Facilities” means those public facilities authorized to be funded by the CFD as set
forth in the CFD formation proceedings.

“Base Special Tax” means the Special Tax per square foot that is used to calculate the
Maximum Special Tax that applies to a Taxable Parcel pursuant to Sections C.1 and C.2 of this
RMA. The Base Special Tax shall also be used to determine the Maximum Special Tax for any
Net New Square Footage added to'a Taxable Building in the CFD in future Fiscal Years.

“Below Market Rate Units” or “BMR Units” means all Residential Units within the CFD that
have a deed restriction recorded on title of the property that (i) limits the rental price or sales
price of the Residential Unit, (ii) limits the appreciation that can be realized by the owner of such
unit, or (iii) in any other way restricts the current or future value of the unit.’ 4

“Board” means the Board of Supervisors of the City, acting as the legislative body of CFD No.
2014-1. : »

“Bonds” means bonds or other debt (as defined in the Act), whether in one or more series,
issued, incurred, or assumed by the CFD related to the Authorized Facilities. -

“Building” means a permanent enclosed structure that is,-or is part of, a Conditioned Project.

“Building Height” means the number of Stories in-'a Taxable Building, which shall be
determined based on the highest Story that is occupied by a Land Use. If only a portion of a
Building is a Conditioned Project, the Building Height shall be determined based on the highest
Story that is occupied by a Land Use regardless of where in the Building the Taxable Parcels are
located. If there is any question as to the Building Height of any Taxable Building in the CFD,
the Administrator shall coordinate with the Zoning Authority to make the determination.

“Certificate of Exemption” means a certificate issued to the then-current record owner of a
Parcel that indicates that some or all of the Square Footage on the Parcel has prepaid the Special
Tax obligation or has paid the Special Tax for thirty Fiscal Years and, therefore, such Square
Footage shall, in all fiture Fiscal Years, be exempt from the levy of Special Taxes in.the CFD.
The Certificate of Exemption shall identify (i) the Assessor’s Parcel number(s) for the Parcel(s)

San Francisco CFD No. 2014-1 2 September 5, 2014
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on which the Square Footage is located, (ii) the amount of Square Footage for which the
exemption is being granted, (iii) the first and last Fiscal Year in which the Special Tax had been
levied on the Square Footage, and (iv) the date of receipt of a prepayment of the Special Tax
obligation, if applicable.

“Certificate of Occupancy” or “COO” means the first certificate, including any temporary
certificate of occupancy, issued by the City to confirm that a Building or a portion of a Building
has met all of the building codes and can be occupied for residential and/or non-residential use.
For purposes of this RMA, “Certificate of Occupancy” shall not include any certificate of
occupancy that was issued priof to January 1, 2013 for a Building within the CFD; however, any
subsequent certificates of occupancy that are issued for new construction or expansion of the
Building shall be deemed a Certificate of Occupancy and the associated Parcel(s) shall be
categorized as Taxablé Parcels if the Building is, or is part of, a Conditioned Project and a Tax
Commencement Letter has been providcd’to the Administrator for the Building.

“CFD” or “CFD No. 2014-1” means the City and County of San Franc1sco Community
Facilities District No. 2014-1 (Transbay Transit Center).

“Child Care Square Footage” means, collectively, the Exempt Child Care Square Footage and
Taxable Child Care Square Footage within a Taxable Building in the CFD.

“City” means the City and County of San Francisco.

“Conditioned Project” means a Development Project that is required to participate in funding
Authorized Facilities through the CFD. :

“Converted Apartment Building” means a Taxable Building that had been designated as an
Apartment Building within which one or more Re51dent1a1 Units are subsequently sold to a buyer
that is not a Landlord.

“Converted For-Sale Unit” means, in any Fiscal Year, an individual Market Rate Unit within a
Converted Apartment Building for which an escrow has closed, on or prior to Junc 30 of the
preceding Fiscal Year, in a sale to a buyer that is not a Landlord.

“County” means the City and County of San Francisco.

“CPC” means the Capital Planning Committee of the City and County of San Francisco, or if
the Capital Planning Committee no longer exists, “CPC” shall mean the designated staff
member(s) within the City and/or TIPA that will recommend issuance of Tax Commencement
Authorizations for Conditioned Projects within the CFD.

“Development Project” means 2 residential, non-residential, or mixed-use development that
includes one or more Buildings, or portions thereof, that are planned and entitled in a single
application to the City.

San Franczfvco CFD No. 2014-1 3 ' September 5, 2014
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“Exempt Child Care Square Footage” means Square Footage within a Taxable Building that,
at the time of issuance of a COQ, is determined by the Zoning Authority to be reserved for one
or more licensed child care facilities. If a prepayment is made in association with any Taxable
Child Care Square Footage, such Square Footage shall also be deemed Exempt Child Care
Square Footage beginning in the Fiscal Year following receipt of the prepayment.

“Exempt Parking Square Footage” means the Square Footage of parking within a Taxable
Building that, pursuant to Sections 151.1 and 204.5 of the Planning Code, is estimated to be
needed to serve Land Uses within a building in the CFD, as determined by the Zoning Authority.
If a prepayment is made in association with any Taxable Parking Square Footage, such Square -
Footage shall also be deemed Exempt Parking Square Footage beginning in the Fiscal Year
following receipt of the prepayment.

“Fiscal Year” means the period starting July 1 and ending on the following June 30.

“For-Sale Residential Square Footage” or “For-Sale Residential Square Foot” means Square
Footage that is or is expected to be part of a For-Sale Unit.. The Zoning Authority shall make the .
determination as to the For-Sale Residential Square Footage within a Taxable Building in the
CFD. For-Sale Residential Square Foot means a single square-foot unit of For-Sale Residential
Square Footage.

“For-Sale Unit” means (i) in a Taxable Building that is not a Converted Apartment Building: a
Market Rate Unit that has been, or is available or expected to be, sold, and (ii) in a Converted
Apartment Building, a Converted For-Sale Unit. The Administrator shall make the final
determination as to whether a Market Rate Unit is a For-Sale Unit or a Rental Unit.

“Indenture” means the indenture, fiscal agent agreement, resolution, or other instrument
pursuant to which CFD No. 2014-1 Bonds are issued, as modified, amended, and/or
supplemented from time to time, and any instrument replacing or supplementing the same.

“Initial Annual Adjustment Factor” means, as of July 1 of any Fiscal Year, the Annual
Infrastructure Construction Cost Inflation Estimate published by the Office of the, City
Administrator’s Capital Planning Group and used to calculate the annual adjustment to the City’s
development impact fees that took effect as of January 1 of the prior Fiscal Year pursuant to
Section 409(b) of the Planning Code, as may be amended from time to time. If changes are
made to the office responsible for calculating the annual adjustment, the name of the inflation
index, or the date on which the development fee adjustment takes effect, the Administrator shall
continue to rely on whatever annual adjustment factor is applied to the City’s development
impact fees in order to calculate adjustments to the Base Special Taxes pursuant to Section D.1
below. Notwithstanding the foregoing, the Base Special Taxes shall, in no Fiscal Year, be
in¢reased or decreased by more than four percent (4%) of the amount in effect in thé prior Fiscal
Year.

“Initial Square Footage” means, for any Taxable Building in the CFD, the aggregate Square
Footage of all Land Uses within the Building, as determmed by the Zoning Authority upon -
issuance of the COO.

San Francisco CFD No. 2014-1 4 . September 5, 2014
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"“IPIC” means the Interagency Plan Implementation Committee, or if the Interagency Plan
Implementation Committee no longer exists, “IPIC” shall mean the designated staff member(s)
within the City and/or TJPA that will recommend issuance of Tax Commencement
Authorizations for Conditioned Projects within the CFD.

“Land Use” means residential, office, retail, hotel, parking, or child care use. For purposes of
this RMA, the City shall have the final determination of the actual Land Use(s) on any Parcel
within the CFD. - ' ' '

“Landlord” means an entity that owns at least twenty percent (20%) of the Rental Units within
an Apartment Building or Converted Apartment Building.

. “Market Rate Unit” means a Residential Unit that is not a Below Market Rate Unit.

“Maximum Special Tax” means the greatest amount of Special Tax that can be levied on a

Taxable Parcel in the CFD in any Fiscal Year, as determined in accordance with Section C
below. ' ‘

“Net New Square Footage” means any Square Footage added to a Taxable Building after the
Initial Square Footage in the Building has paid Special Taxes in one or more Fiscal Years.

“Office/Hotel Square Footage” or “Office/Hotel Square Foot” means Square Footage that is
or is expected to be: (i) Square Footage of office space in which professional, banking,
insurance, real estate, administrative, or in-office medical or dental activities are conducted, (ii)

" Square Footage that will be used by any organization, business, or institution for a Land Use that.

does not meet the definition of For-Sale Residential Square Footage Rental Residential Square
Footage, or Retail Square Footage, including space used for cultural, educational, recreational,
religious, or social service facilities, (iii) Taxable Child Care Square Footage, (iv) Square
Footage in a residential care facility that is staffed by licensed medical professionals, and (v) any
other Square Footage within a Taxable Building that does not fall within the definition provided
for other Land Uses in this RMA. Notwithstanding the foregoing, street-level retail bank
branches, real estate brokerage offices, and other such ground-level uses that are open to the
public shall be categorized as Retail -Square Footage pursuant to the Planning Code.
Office/Hotel Square Foot means a single square-foot unit of Office/Hotel Square Footage.

For purposes of this RMA, “Office/Hotel Square Footage™ shall also include Square Footage that
is or is expected to be part of a non-residential structure that constitutes a place of lodging,
providing temporary sleeping accommodations and related facilities. All Square Footage that
shares an Assessor’s Parcel number within such a non-residential structure, including Square
Footage of restaurants, meeting and convention facilities, gift shops, spas, offices, and other
related uses shall be categorized as Office/Hotel Square Footage. If there are separate Assessor’s
Parcel numbers for these other uses, the Administrator shall apply the Base Special Tax for
Retail Square Footage to determine the Maximum Special Tax for Parcels on which a restaurant,
gift shop, spa, or other retail use is located or anticipated, and the Base Special Tax for
Office/Hotel Square Footage shall be used to determine the Maximum Special Tax for Parcels on
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which other uses in the building are located. The Zoning Authority shall make the final
determination as to the amount of Office/Hotel Square Footage within a building in the CFD.

“Planning Code” means the Planning Code of the City and County of San Francisco, as may be
amended from time to time.

“Proportionately” means that the ratio of the actual Special Tax levied in any Fiscal Year to the
Maximum Special Tax authorized to be levied in that Fiscal Year is equal for all Taxable
Parcels.

“Rental Residential Square Footage” or “Rental Residential Square Foot” means Square
Footage that is or is expected to be used for one or more of the following uses: (i) Rental Units,
(ii) any type of group or student housing which provides lodging for a week or more and may or
may not have individual cooking facilities, including but not limited to boarding houses,
dormitories, housing operated by medical institutions, and single room occupancy units, or (iii) a
residential care facility that is not staffed by licensed medical professionals. The Zoning
Authority shall make the determination as to the amount of Rental Residential Square Footage
within a Taxable Building in the CFD. Rental Residential Square Foot means a single square-
foot unit of Rental Residential Square Footage.

“Rental Unit” means (i) all Market Rate Units within an Apartment Building, and (ii) all Market
Rate Units within a Converted Apartment Building that have yet to be sold to an individual
homeowner or investor. “Rental Unit” shall not include any Residential Unit which has been
purchased by a homeowner or investor and subsequently offered for rent to the general public.
The Administrator shall make the final determmatlon as to whether a Market Rate Unit is a For-
Sale Unit or a Rental Unit.

“Retail Square Footage” or “Retail Square Foot” means Square Footage that is or, based on
the Certificate of Occupancy, will be Square Footage of a commercial establishment that sells
general merchandise, hard goods, food and beverage, personal services, and other items directly
to consumers, including but not limited to restaurants, bars, entertainment venues, health clubs,
laundromats, dry cleaners, repair shops, storage facilities, and parcel delivery shops. In addition,
all Taxable Parking Square Footage in a Building, and all street-level retail bank branches, real
estate brokerages, and other such ground-level uses that are open to the public, shall be
categorized as Retail Square Footage for purposes of calculating the Maximum-' Special Tax
pursuant to Section C below. The Zoning Authority shall make the final determination as to the
amount of Retail Square Footage within a Taxable Building in the CFD. Retail Square Foot
.means a smgle square—foot unit of Retail Square Footage. ‘

“Residential Unit” means an md1v1dua1 townhome, condominium, hve/work unit, or apartment
w1thm a Building in the CFD.

“Residential Use” means (i) any and all Residential Units within a Taxable Building in the
CFD, (ii) any type of group or student housing which provides lodging for a week or more and
may or may not have individual cooking facilities, including but not limited to boarding houses,

1}
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dormitories, housing operated by medical institutions, and single room occupancy units, and (iii)
a residential care facility that is not staffed by licensed medical professionals.

“RMA?” means this Rate and Method of Apportionment of Special Tax. |

“Special Tax” means a special tax lev1ed in any Fiscal Year to pay the Special Tax
Requirement.

“Special Tax Requirement” means the amount necessary in any Fiscal Year to: (i) pay
principal and interest on Bonds that are due in the calendar year that begins in such Fiscal Year;
(ii) pay periodic costs on the Bonds, including but not limited to, credit enhancement, liquidity
support and rebate payments on the Bonds, (iii) create and/or replenish reserve funds for the
Bonds to the extent such replenishment has not been included in the computation of the Special
Tax Requirement in a previous Fiscal Year; (iv) cure any delinquencies in the payment of
principal or interest on Bonds which have occurred in the prior Fiscal Year; (v) pay
Administrative Expenses; and (vi) pay directly for Authorized Facilities. The amounts referred
to in clauses () and (ii) of the preceding sentence may be reduced in any Fiscal Year by: (i)
interest earnings on or surplus balances in funds and accounts for the Bonds to the extent that
such earnings or balances are available to apply against such costs pursuant to the Indenture; (ii)
in the sole and absolute discretion of the City, proceeds received by the CFD from.the collection
of penalties associated with delinquent Special Taxes; and (iii) any other revenues avaﬂable to
pay such costs as determined by the Administrator.

“Square Footage” means, for any Taxable Building in the CFD, the net saleable or leasable
" square footage of each Land Use on each Taxable Parcel within the Building, as determined by
the Zoning Authority. If a building permit is issued to increase the Square Footage on any -
Taxable Parcel, the Administrator shall, in the first Fiscal Year after the final building permit
inspection has been conducted in association with such expansion, work with the Zoning
Authority to recalculate (i) the Square Footage of each Land Use on each Taxable Parcel, and (ii)
the Maximum Special Tax for each Taxable Parcel based on the increased Square Footage. The
final determination of Square Footage for each Land Use on each Taxable Parcel shall be made

by the Zoning Authority. )

“Story” or “Stories” means a portion or portions of a Building, except a mezzanine as defined
in the City Building Code, included between the surface of any floor and the surface of the next
floor above it, or if there is no floor above it, then the space between the surface of the floor and
tbe ceiling next above it.

“Taxable Building” means, in any Fiscal Year, any Building within the CFD that is, or is part
of, a Conditioned Project, and for which a Certificate of Occupancy was issued and a Tax
Commencement Authorization was received by the Administrator on or prior to June 30 of the
preceding Fiscal Year. If only a portion of the Building is a Conditioned Project, as determined
by the Zoning Authority, that portion of the Building shall be treated as a Taxable Building for
purposes of this RMA.
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“Tax Commencement Authorization” means a written authorization issued by the
Administrator upon the recommendations of the IPIC and CPC in order to initiate the levy of the
Special Tax on a Conditioned Project that has been issued a COO.

“Taxable Child Care Square Footage” means the amount of Square Footage determined by
subtracting the Exempt Child Care Square Footage within a Taxable Building from the total net
leasable square footage within a Building that is used for licensed chﬂd care facilities, as
determined by the Zoning Authority.

“Taxable Parcel” means, within a Taxable Building, any Parcel that is not exempt from the
Special Tax pursuant to law or Section G below. If, in any Fiscal Year, a Special Tax is levied
on only Net New Square Footage in a Taxable Building, only the Parcel(s) on which the Net
New Square Footage is located shall be Taxable Parcel(s) for purposes of calculating and levying
the Special Tax pursuant to this RMA.

“Taxable Parking Square Footage” means Square Footage of parking in a Taxable Building
_ that is determined by the Zoning Authority not to be Exempt Parking Square Footage.

“TJPA” means the Transbay Joint Powers Authority.

“Zoning Authority” means either the City Zoning Administrator, the Executive Director of the
San Francisco Office of Community Investment and Infrastructure, or an alternate designee from
the agency or department responsible for the approvals and entitlements of a project in the CFD.
If there is any doubt as to the responsible party, the Administrator shall coordinate with the City
Zoning Administrator to determine the appropnate party to serve as the Zoning Authority for
purposes of this RMA

B. DATA FOR CFD ADMINISTRATION

On or after July 1 of each Fiscal Year, the Administrator shall identify the current Assessor’s
Parcel numbers for all Taxable Parcels in the CFD. In order to identify Taxable Parcels, the
Administrator shall confirm which Buildings in the CFD have been issued both a Tax
Commencement Authorization and a COO. 4

The Administrator shall also work with the Zoning Authority to confirm: (i) the Building Height
for each Taxable Building , (ii) the For-Sale Residential Square Footage, Rental Residential
Square Footage, Office/Hotel Square Footage, and Retail Square Footage on each Taxable
Parcel, (iii) if applicable, the number of BMR Units and aggregate Square Footage of BMR
Units within the Building, (iv) whether any of the Square Footage on a Parcel is subject to a
Certificate of Exemption, and (v) the Special Tax Requirement for the Fiscal Year. In each
Fiscal Year, the Administrator shall also keep track of how many Fiscal Years the Special Tax
has been levied on each Parcel within the CFD. If there is Initial Square Footage and Net New
Square Footage on a Parcel, the Administrator shall separately track the duration of the Special
Tax levy in order to ensure comphance with Section F below.

San Francisco CFD No. 2014-1 8 September 5, 2014
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In any Fiscal Year, if it is determined by the Administrator that (i) a parcel map or condominium

" plan for a portion of property in the CFD was recorded aftet January 1 of the prior Fiscal Year

“(or any other date after which the Assessor will not incorporate the newly-created parcels into

the then current tax roll), and (ii) the Assessor does not yet recognize the newly-created parcels,

the Administrator shall calculate the Special Tax that applies separately to each newly-created

parcel, then applying the sum of the individual Special Taxes to the Assessor’s Parcel that was
subdivided by recordation of the parcel map or condominijum plan. '

C. DETERMINATION OF THE MAXTMUM SPECIAL TAX

L Base Special Tax

Once the Building Height of, and Land Use(s) within, a Taxable Building have been identified,
the Base Special Tax to be used for calculation of the Maximum Special Tax for each Taxable

Parcel within the Building shall be determined based on reference to the applicable table(s)
below: , ' :

FOR-SALE RESIDENTIAL SQUARE FOOTAGE

Base Special Tax
Building Height - Fiscal Year 2013-14*
1 —5 Stories $4.71 per For-Sale Residential Square Foot
6 — 10 Stories ' $5.02 per For-Sale Residential Square Foot
11— 15 Stories $6.13 per For-Sale Residential Square Foot
16 — 20 Stories $6.40 per For-Sale Residential Square Foot
21 — 25 Stories $6.61 per For-Sale Residential Square Foot
26 — 30 Stories $6.76 per For-Sale Residential Square Foot
- 31 — 35 Stories $6.88 per For-Sale Residential Square Foot
36 — 40 Stories $7.00 per For-Sale Residential Square Foot
41 —45 Stories $7.11 per For Sale Residential Square Foot
46 — 50 Stories $7.25 per For-Sale Residential Square Foot
More than 50 Stories $7.36 per For-Sale Residential Square Foot
San Francisco CFD No. 2014-1 - 9 September 5, 2014
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Base Special Tax
Building Height Fiscal Year 2013-14* .
1 — 5 Stories $4.43 per Rental Residential Square Foot
6 — 10 Stories $4.60 per Rental Residential Square Foot

11 — 15 Stories

$4.65 per Rental Residential Square Foot

16 — 20 Stories

$4.68 per Rental Residential Square Foot

" 21 — 25 Stories

$4.73 per Rental Residential Square Foot

26 — 30 Stories

$4.78 per Rental Residential Square Foot

31 — 35 Stories

$4.83 per Rental Residential Square Foot

36 — 40 Stories

$4.87 per Rental Residential Square Foot -

41 — 45 Stories

$4.92 per Rental Residential Square Foot

46 — 50 Stories

$4.98 per Rental Residential Square Foot

More than 50 Stories

$5.03 per Rental Residential Square Foot

OFFICE/HOTEL SQUARE FOOTAGE

Base Special Tax
Building Height Fiscal Year 2013-14*
1 -5 Stories $3.45 per Office/Hotel Square Foot
6 — 10 Stories $3.56 per Office/Hotel Square Foot

11 — 15 Stories

$4.03 per Office/Hotel Square Foot

16 — 20 Stories

. $4.14 per Office/Hotel Square Foot

21— 25 Stories

$4.25 per Office/Hotel Square Foot

26 — 30 Stories

$4.36 per Office/Hotel Square Foot

31 - 35 Stories

$4.47 per Office/Hotel Square Foot

36 — 40 Stories -

$4.58 per Office/Hotel Square Foot

41 —45 Stories

$4.69 per Office/Hotel Square Foot

46 — 50 Stories

$4.80 per Office/Hotel Square Foot

More than 50 Stories _ $4.91 per Office/Hotel Square Foot
RETAIL SQUARE FOOTAGE
: Base Special Tax
Building Height Fiscal Year 2013-14*
N/A $3.18 per Retail Square Foot

* The Base Special Tax rates shown above for each Land Use shall escalate as set forth in

Section D.1 below.

2. DeterminingAthe Maximum Special Tax for Taxable Parcels

Upon issuance of a Tax Commencement Authorization and the first Certificate of Occupancy for
a Taxable Building within a Conditioned Project that is not an Affordable Housing Project, the
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Administrator shall coordinate with the Zoning Authority to determine the Square Footage of
each Land Use on each Taxable Parcel. The Administrator shall then apply the following steps
to determine the Maximum Special Tax for the next succeeding F1sca1 Year for each Taxable
Parcel in the Taxable Building:

Step 1.

Step 2.

Step 3.

Step 4.

Step 5.

Step 6.

Step 7.

Step 8.

Determine the Building Height for the Taxable Building for which a
Certificate of Occupancy was issued.

Determine the For-Sale Residential Square Footage and/or Rental Residential
Square Footage for all Residential Units on each Taxable Parcel, as well as the
Office/Hotel Square Footage and Retail Square Footage on each Taxable
Parcel. .

For each Taxable Pafcel that includes only For-Sale Units, m‘ultiply the
For-Sale Residential Square Footage by the applicable Base Special Tax from
Section C.1 to determine the Maximum Special Tax for the Taxable Parcel.

For each Taxable Parcel that includes only Rental Units, multiply the Rental
Residential Square Footage by the applicable Base Special Tax from Section
C.1 to determine the Maximum Special Tax for the Taxable Parcel.

" For each Taxable Parcel that includes only Residential Uses other than

Market Rate Units, net out the Square Footage associated with any BMR
Units and multiply the remaining Rental Residential Square Footage (if any)
by the applicable Base Special Tax from Section C.1 to determine the
Maximum Special Tax for the Taxable Parcel.

For each Taxable Parcel that includes only Office/Hotel Square Footage,
multiply the Office/Hotel Square Footage on the Parcel by the applicable Base
Special Tax from Section C.1 to determine the Maximum Special Tax for the

Taxable Parcel. '

For each Taxable Parcel that includes only Retail Square Footage, multiply
the Retail Square Footage on the Parcel by the applicable Base Special Tax
from Section C.1 to determine the Maximum Special Tax for the Taxable
Parcel.

For Taxable Parcels that include multiple Land Uses, separately determine
the For-Sale Residential Square Footage, Rental Residential Square Footage,
Office/Hotel Square Footage, and/or Retail Square Footage. Multiply the
Square Footage of each Land Use by the applicable Base Special Tax from
Section C.1, and sum the individual amounts to determine the aggregate
Maximum Special Tax for the Taxable Parcel for the first succeeding Fiscal
Year.
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D. CHANGES TO THE MAXTMUM SPECTAL TAX

1. Annual Escalation of Base Special Tax

The Base Special Tax rates identified in Section C.1 are applicable for fiscal year 2013-14.
Begimning July 1, 2014 and each July 1 thereafter, the Base Special Taxes shall be adjusted by
the Initial Annual Adjustment Factor. The Base Special Tax rates shall be used to calculate the
Maximum Special Tax for each Taxable Parcel in a Taxable Building for the first Fiscal Year in
which the Building is a Taxable Building, as set forth in Section C.2 and subject to the
limitations set forth in Section D.3.

2. Adjustment of the Maximum Special Tax

After a Maximum Special Tax has been assigned to a Parcel for its first Fiscal Year as a Taxable
Parcel pursuant to Section C.2 and Section D.1, the Maximum Special Tax shall escalate for
subsequent Fiscal Years beginning July 1 of the Fiscal Year after the first Fiscal Year in which
the Parcel was a Taxable Parcel, and each July 1 thereafter, by two percent (2%) of the amount in
effect in the prior Fiscal Year. In addition to the foregoing, the Maximum Special Tax assigned
to a Taxable Parcel shall be increased in any Fiscal Year in which the Administrator determines
that Net New Square Footage was added to the Parcel in the prior Fiscal Year.

3. Converted Apartment Building.s;

If an Apartment Building in the CFD becomes a Converted Apartment Building, the
Administrator shall rely on information from the County Assessor, site visits to the sales office,
. data provided by the entity that is selling Residential Units within the Building, and any other
available source of information to track sales of Residential Units. In the first Fiscal Year in
which there is a Converted For-Sale Unit within the Building, the Administrator shall determine
the applicable Base Maximum Special Tax for For-Sale Residential Units for that Fiscal Year.
Such Base Maximum Special Tax shall be used to calculate the Maximum Special Tax for all
Converted For-Sale Units in the Building in that Fiscal Year. In addition, this Base Maximum
Special Tax, escalated each Fiscal Year by two percent (2%) of the amount in effect in the prior
Fiscal Year, shall be used to calculate the Maximum Special Tax for all future Converted For-
Sale Units within the Building. Solely for purposes of calculating Maximum Special Taxes for
Converted For-Sale Units within the Converted Apartment Building, the adjustment of Base.
Maximum Special Taxes set forth in Section D.1 shall not apply. All Rental Residential Square
Footage within the Converted Apartment Building shall continue to be subject to the Maximum
Special Tax for Rental Residential Square Footage until such time as the units become Converted
For-Sale Units. The Maximum Special Tax for all Taxable Parcels within the Building shall
escalate each Fiscal Year by two percent (2%) of the amount in effect in the prior Fiscal Year.

4. BMR Unit/Market Rate Unit Transfers

If, in any Fiscal Year, the Administrator determines that a Residential Unit that had previously
been designated as a BMR Unit no longer qualifies as such, the Maximum Special Tax on the
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new Market Rate Unit shall be established pursuant to Section C.2 and adjusted, as applicable,
by Sections D.1 and D.2. If a Market Rate Unit becomes a BMR Unit after it has been taxed in
prior Fiscal Years as a Market Rate Unit, the Maximum Special Tax on such Residential Unit
shall not be decreased unless: (i) a BMR Unit is simultaneously redesignated as a Market Rate
Unit, and (ii) such redesignation results in a Maximum Special Tax on the new Market Rate Unit
that is greater than or equal to the Maximum Special Tax that was levied on the Market Rate
Unit prior to the swap of units. If, based on the Building Height or Square Footage, there would
be a reduction in the Maximum Special Tax due to the swap, the Maximum Special Tax that
applied to the former Market Rate Unit will be transferred to the new Market Rate Unit
regardless of the Building Height and Square Footage associated with the new Market Rate Unit.

5. Changes in Land Use on a Taxable Parcel

If any Square Footage that had been taxed as For-Sale Residential Square Footage, Rental '
Residential Squaxe Footage, Office/Hotel Square Footage, or Retail Square Footage in a prior

Fiscal Year is rezoned or otherwise changes Land Use, the Administrator shall apply the

applicable subsection in Section C.2 to calculate what the Maximum Special Tax would be for

the Parcel based on the new Land Use(s). If the amount determined is greater than the Maximum

Special Tax that applied to the Parcel prior to the Land Use change, the Administrator shall -
increase the Maximum Special Tax to the amount calculated for the new Land Uses. If the

amount determined is less than the Maximum Special Tax that applied prior to the Land Use

change, there will be no change to the Maximum Special Tax for the Parcel. Under no

circumstances shall the Maximum Special Tax on any Taxable Parcel be reduced, regardless of
changes in Land Use or Square Footage on the Parcel, including reductions in Square Footage

that may occur due to demolition, fire, water damage, or acts of God. In addition, if a Taxable

Building within the CFD that had been subject to the levy of Special Taxes in any prior Fiscal

Year becomes all or part of an Affordable Housing Project, the Parcel(s) shall continue to be

subject to the Maximum Special Tax that had applied to the Parcel(s) before they became part of

the Affordable Housing Project. All Maximum Special Taxes determined pu:rsuant to Section

C.2 shall be adjusted, as applicable, by Sections D.1 and D.2.

6. Prepayments

If a Parcel makes a prepayment pursuant to Section H below, the Administrator shall issue the
owner of the Parcel a Certificate of Exemption for the Square Footage that was used to determine
the prepayment amount, and no Special Tax shall be levied on the Parcel in future Fiscal Years
unless there is Net New Square Footage added to a Building on the Parcel. Thereafter, a Special
Tax calculated based solely on the Net New Square Footage on the Parcel shall be levied for up
- to thirty Fiscal Years, subject to the limitations set forth in Section F below. Notwithstanding the
foregoing, any Special Tax that had been levied against, but not yet collected from, the Parcel is
still due and payable, and no Certificate of Exemption shall be-issued until such amounts are
fully paid. If a prepayment is made in order to exempt Taxable Child Care Square Footage on a
Parcel on which there are multiple Land Uses, the Maximum Special Tax for the Parcel shall be
recalculated based on the exemption of this Child Care Square Footage which shall, after such
prepayment, be designated as Exempt Child Care. Square Footage and remain exempt in all
Fiscal Years after the prepayment has been received.
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E. METHOD OF LEVY OF THE SPECIAL TAX

Each Fiscal Year, the Special Tax shall be levied Proportionately on each Taxable Parcel up to
100% of the Maximum Special Tax for each Parcel for such Fiscal Year until the amount levied
on Taxable Parcels is equal to the Special Tax Requirement.

F. COLLECTION OF SPECIAL TAX

The Special Taxes for CFD No. 2014-1 shall be collected in the same manner and at the same
time as ordinary ad valorem property taxes, provided, however, that prepayments are permitted
as set forth in Section H below and provided further that the City may directly bill the Special
Tax, may collect Special Taxes at a different time or in a different manner, and may collect
delinquent Special Taxes through foreclosure or other available methods.

The Special Tax shall be levied and collected from the first Fiscal Year in which a Parcel is
designated as a.Taxable Parcel until the principal and interest on all Bonds have been paid, the
City’s costs of constructing or acquiring Authorized Facilities from Special Tax proceeds have
been paid, and all Administrative Expenses have been paid or reimbursed. Notwithstanding the
foregoing, the Special Tax shall not be levied on any Square Footage in the CFD for more than
thirty Fiscal Years, except that a Special Tax that was lawfully levied in or before the final Fiscal
Year and that remains delinquent may be collected in subsequent Fiscal Years. After a Building
or a particular block of Square Footage within a Building (i.e., Initial Square Footage vs. Net
New Square Footage) has paid the Special Tax for thirty Fiscal Years, the then-current record
owner of the Parcel(s) on which that Square Footage is located shall be issued a Certificate of
Exemption for such Square Footage. Notwithstanding the foregoing, the Special Tax shall cease
to be levied, and a Release of Special Tax Lien shall be recorded against all Parcels in the CFD

_that are still subject to the Special Tax,-after the Special Tax has been levied in the CFD for
seventy-five Fiscal Years. ’

Pursuant to Section 53321 (d) of the Act, the Special Tax levied against Residential Uses shall
under no circumstances increase more than ten percent (10%) as a consequence of delinquency
or default by the owner of any other Parcel or Parcels and shall, in no event, exceed the
Maximum Special Tax in effect for the Fiscal Year in which the Special Tax is being levied.

G. EXEMPTIONS

Notwithstanding any other provision of this RMA, no Special Tax shall be levied on: (i) Square
Footage for which a prepayment has been received and a Certificate of Exemption issued, (ii)
Below Market Rate Units except as otherwise provided in Sections D.3 and D.4, (iii) Affordable
Housing Projects, including all Residential Units, Retail Square Footage, and Office Square
Footage within buildings that are part of an Affordable Housing Project, except as otherwise
provided in Section D.4, and (iv) Exempt Child Care Square Footage.
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H. PREPAYMENT OF SPECIAL TAX

The Special Tax obligation applicable to Square Footage in a building may be fully prepaid as
described herein, provided that a prepayment may be made only if (i) the Parcel is a Taxable
~ Parcel, and (ii) there are no delinquent Special Taxes with respect to such Assessor’s Parcel at
the time of prepayment. Aty prepayment made by a Parcel owner must satisfy the Special Tax
obligation associated with all Square Footage on the Parcel that is subject to the Special Tax at
the time the prepayment is calculated. An owner of an Assessor’s Parcel intending to prepay the
Special Tax obligation shall provide the City with written notice of intent to prepay. Within 30
days of receipt.of such written notice, the City or its designee shall notify such owner of the
prepayment amount for the Square Footage on such Assessor’s Parcel. Prepayment must be
made not less than 75 days prior to any redemption date for Bonds to be redeemed with the
proceeds of such prepaid Special Taxes. The Prepayment Amount for a Taxable Parcel shall be
calculated as follows:

Step 1:  Determine the Square Footage of each Land Use on the Parcel.

Step 2:  Determine how many Fiscal Years the Square Footage on the Parcel has paid
the Special Tax, which may be a separate total for Initial Square Footage and
Net New Square Footage on the Parcel. If a Special Tax has been levied, but
not yet paid, in the Fiscal Year in which the prepayment is being calculated,
such Fiscal Year will be counted as a year in which the Special Tax was paid,
but a Certificate of Exemption shall not be issued until such Special Taxes are
received by the City’s Office of the Treasurer and Tax Collector.

Step 3:  Subtract the number of Fiscal Years for which the Special Tax has been paid
(as determined in Step 2) from 30 to determine the remaining number of
Fiscal Years for which Special Taxes are due from the Square Footage for
which the prepayment is being made. This calculation would result in a
different remainder for Initial Square Footage and Net New Square Footage
within a building.

Step 4:  Separately for Initial Square Footage and Net New Square Footage, and
separately for each Land Use on the Parcel, multiply the amount of Square
3 Footage by the applicable Maximum Special Tax that would apply to such
Square Footage in each of the remaining Fiscal Years, taking into account the
2% escalator set forth in Section D.2, to determine the annual stream of

Maximum Special Taxes that could be collected in future Fiscal Years.

Step 5:  For each Parcel for which a prepayment is being made, sum the annual
amounts calculated for each Land Use in Step 4 to determine the annual
Maximum Special Tax that could have been levied on the Parcel in each of the
remaining Fiscal Years.
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Step 6.  Calculate the net present value of the future annual Maximum Special Taxes
that were determined in Step 5 using, as the discount rate for the net present
value calculation, the true interest cost (TIC) on the Bonds as identified by the
Office of Public Finance. If there is more than one series of Bonds outstanding
at the time of the prepayment calculation, the Administrator shall determine

- the weighted average TIC based on the Bonds from each series that remain
outstanding. The amount determined pursuant to this Step 6 is the required
prepayment for each Parcel. Notwithstanding the foregoing, if at any point in
time the Administrator determines that the Maximum Special Tax revenue
that could be collected from Square Footage that remains subject to the
Special Tax after the proposed prepayment is less than 110% of debt service
on Bonds that will remain outstanding after defeasance or redemption of
Bonds from proceeds of the estimated prepayment, the amount of the
prepayment shall be increased until the amount of Bonds defeased or
redeemed is sufficient to reduce remaining annual debt service to a point at
which 110% debt service coverage is realized.

Once a prepayment has been received by the City, a Certificate of Exemption shall be issued to

the owner of the Parcel indicating that all Square Footage that was the subject of such
prepayment shall be exempt from Special Taxes.

I. - INTERPRETATION 'OF SPECIAL TAX FORMULA

The City may interpret, clarify, and revise this RMA to correct any inconsistency, vagueness, or
amb1gu1ty, by resolution and/or ordinance, as long as such interpretation, clarification, or
revision does not materially affect the levy and collection of the Special Taxes and any security
for any Bonds

‘J.  SPECIAL TAX APPEALS

Any taxpayer who wishes to challenge the accuracy of computation of the Special Tax in any
Fiscal Year may file an application with the Administrator. The Administrator, in consultation
with the City Attorney, shall promptly review the taxpayer’s application. If the Administrator
concludes that the computation of the Special Tax was not correct, the Administrator shall
correct the Special Tax levy and, if applicable in any case, a refund shall be granted. If the
Administrator concludes that the computation of the Special Tax was correct, then such
determination shall be final and conclusive, and the taxpayer shall have no appeal to the Board
from the decision of the Administrator.

The filing of an application or an appeal shall not relieve the taxpayer of the obhgatlon to pay the
Special Tax when due.

Nothing in this Section J shall be interpreted to allow a taxpayer to bring a claim that would
otherwise be barred by applicable statutes of limitation set forth in the Act or elsewhere in
applicable law.
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Office of Community

Investment and Infrastructure
(Successor to the San Francisco

EDWIN M. LEE, Mayer

Mara Rosales, Chair

Redevelopment Agency) Marily Mondejar
: ' Darshan Singh
- One South Van Ness Avenue Miguel Bustos
San Francisco, CA 94103 .
415.749.2400 Tiffany Bohee, Executive Director
101-0612014-146
October 16, 2014

Dear Commumty

Regular Agenda Item No. 6 of this October 20, 2014 agendais calendared as action items
by the Board of Supervisors in its capacity as the legislative body of the Successor
Agency. Please note that only the title page and relevant page of the agenda have been
included in this letter. L

To obtam the full agenda, please go to hitp://sfbos.or g/mdex aspx"page—16889

or call Lucinda Ngu}’en, Tnterim OCH Commission Secretary at. 415 .749.2458.

D .Rice
- Management Ass1stanat I
Office of Community Investment and Infrastructure
City and County of San Francisco '
One South Van Ness, 5th Floor
- San Francisco, California 94103
P 415.749.2461 :
F 415-749-2585
E don.rice@sfgov.org
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1221 Haorrison Street Ste 18 415-391—4775 fax 391—4777

San Francisco CA 94103—4449 ) Radiusservices @ AOL com
AF FI])AVIT OF PREPARATION
OF NOT]F TICATION MAP, MATLING LIST, & DELIVERY MATERIALS

FOR PUBLIC NOTIFICATION

RADIUS SERVICES hereby declares as follows:
1. ‘'We have prepared the Notification Map, Mailing List, and Dehvery Materials for the
- purpose of Public Notification in accordance with requirements and instructions
stipulated by San Francisco City Planning Code / San Francisco Building Code:-
[ ] Section311 -labels may be requested by Planning Dept.
[ 1 Section312 -Iabels may be requested by Planning Dept.
[ 1 Section106.3.2.3 (Demolition)

[ 1 Cenditional Use Permit for Wireless Antenna Installation
N] Other Stchon 301 ‘

2. We understand that we are responsible for the accuracy of this information,.and that
erroneous information may require remailing or lead to suspension or revocation of the
permit.

3 We have prcparcd these matenals in good faith and to the best of our ability. -

' We declare under penalty of perjury under the laws of the State of California that the foregomg
is true and correct.

EXECUTED IN SAN FRANCISCQ, ON Tes Day, 1197 /1

RADIUS SERVICES .
_ Professional Service Provider Douglas Chuck
- Radius Services

719001 |
Radius Services Job Number

D Fnemofﬁr 5

‘ Project Address
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City Hall
Dr. Carlton B. Goodlett Place, Room 244
San Francisco 94102-4689
Tel. No. 554-5184
Fax No. 554-5163
TDD/TTY No. 554-5227

BOARD of SUPERVISORS

October 9, 2014

Planning Commission

Aftn: Jonas lonin

1650 Mission Street, Ste. 400
San Francisco, CA 94103

Dear Commissioners:

The Board of Supervisors’ Land Use and Economic Development Committee has received
the following proposed legislation, introduced by Mayor Lee on September 30, 2014:

File No 141023

Ordlnance approving a Development Agreement between the City and County of
San Francisco and 181 Fremont Street, LLC, for certain real property, known as
181 Fremont Street, located in the Transbay Redevelopment Project Area,
consisting of two parcels located on the east side of Fremont Street, between
Mission and Howard Streets; making findings of conformity with the General Plan,
and the eight priority policies of Planning Code, Section 101.1(b); and waiving
certain provisions of Admlmstratlve Code, Chapter 56, and Planning Code,
Section 249. 28

The proposed ordinance is being transmitted pursuant to Planning Code Section 302(b) for
public hearing and recommendation. The ordinance is pending before the Land Use and
Economic Development Committee and will be scheduled for hearing upon receipt of your
response. ‘

~ Arigela Calvillo, Clerk of the Board

A

By: Andrea Ausberry, Assistant Clerk
Land Use and Economic Development Committee

Not defined as a project undeAr CEQA
Guidelines Sections 15378 and
15060 (c) (2) because it does not

c John'Rahaim; Director of Planning. .
Aaron Starr, Acting Manager of Legislative Affairs
AnMarie Rodgers, Senior Policy Manager

Scott Sanchez, Zoning Administrator res‘flt in a physical change in the
- Sarah Jones, Chief, Major Environmental Analysis environment.
Jeanie Poling, Environmental Planning . Dyt o

e ou=Enviramental Planning,

Joy Navarrete, Environmental Planning 43 q Joy Navarret e o A

Date: 2014.10.17 1607:38
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City Hall
Dr. Carlton B. Goodlett Place, Room 244
San Francisco 94102-4689 -
Tel. No. 554-5184
Fax No. 554-5163
TDD/TTY No. 554-5227

BOARD of SUPERVISORS

October 9, 2014

Planning Commission

Attn: Jonas lonin

1650 Mission Street, Ste. 400 .
San Francisco, CA 94103

Dear Commissioners:.

The Board of Supervisors’ Larid Use and Economic Development Committee has received
the following proposed legislation, introduced by Mayor Lee on September 30, 2014:

File No. 141023 - -

Ordinance approving a Development Agreement between the City and County of
San Francisco and 181 Fremont Street, LLC, for certain real property, known as
181 Fremont Street, located in the Transbay Redevelopment Project Area,
consisting of two parcels located on the east side of Fremont Street, between
Mission and Howard Streets; making findings of conformity with the General Plan,
and the eight priority policies of Planning Code, Section 101.1(b); and waiving
certain provisions of Admlmstratlve Code, Chapter 56, and Planning Code,
Section 249.28.

The preposed ordinance is being transmitted pursuant to Planning Code Section 302(b) for

public hearing and recommendation. The ordinance is pending before the Land Use and -
Economic Development Commlﬁee and wxll be scheduled for hearing upon receipt of your -

response

Angela Calvillo, Clerk of the Board

e

By: Andrea Ausberry, Assistant Clerk
Land Use and Economic Development Committee

c. John Rahaxm Director of Planning
Aaron Starr; Acting Manager of Legislative Affalrs :
AnMarie Rodgers, Senior Policy Manager
Scoft Sanchez, Zoning Administrator
Sarah Jones, Chief, Major Environmental Analysis
Jeanie Poling, Environmental Planning
Joy Navarrete, Environmental Planning
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City Hall
Dr. Carlton B. Goodlett Place, Room 244
San Francisco 94102-4689
Tel. No. 554-5184
Fax No. 554-5163
* TDD/TTY No. 554-5227

BOARD of SUPERVISORS

MEMORANDUM

TO: - Regma Dick-Endrizzi, Director
Small Business Commission, City Hall, Room 448

FROM: Andrea Ausberry, Assistant Clerk, Land Use and Economic Development
Committee,. Board of Supervisors

DATE: - October 9, 2014

SUBJECT: REFERRAL-FROM BOARD OF SUPERVISORS,
' Land Use and Economic Development Committee-

The Board of Superv:sors Land Use and Economxc Development Commtttee has
received the following legislation, which is being referred to the Small Business
Commission for comment and recommendation. The Commission may provide any
response it deems appropriate within 12 days from the date of this. referral

File No. 141 023

Ordinance approving a Development Agreement between the City and County of
San Francisco and 181 Fremont Street, LLC, for certain real property, known as
181 Fremont Street, located in the Transbay Redevelopment Project Area,
consisting of two parcels located on the east side of Fremont Street, between
Mission and Howard Streets; making fi ndmgs ‘of conformity with the General Plan,
and the eight priority policies of Planning Code, Section 101.1(b); and waiving
certain provisions of Administrative Code, Chapter 56, and Planning Code,
Section 249.28.

File No. 141022

Resoldfioﬁ of the Board of Supervisors, acting in its 6apacity as the legislative
body to the Successor Agency to the former Redevelopment Agency of the City

and County of San Francisco, approving provisions of a variation decision by the - .

Commission on Community Investment and Infrastructure, modifying the on-site
affordable housing requirement for 181 Fremont Street in the Transbay
Redevelopment Project Area.

Please retum this cover sheet with the Commission’s response to mie at the Board of

Supervisors, Ctty Hall, Room 244, 1 Dr. Carlton. B. Goodlett Place, San Franmsco CA
94102, . ;




RESPONSE FROM SMALL BUSINESS COMMISSION - Date:

__ No Comment
. Recommendation Attached .

Chairperson, Small Business Commission
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TO:

BOARD of SUPERVISORS

City Hall
Dr. Carlton B. Goodlett Place, Room 244
- San Francisco 94102-4689 -
Tel. No. 554-5184
. Fax No. 554-5163
. TDD/TTY No. 554-5227 -

‘MEMORANDUM

John Rahalm Director, Planning Depariment

Tiffany Bohee, Executive Director, Office of Community Investment and Infrastructure
John Updike, Director, Real Estate

Olson Lee, Director, Mayor’s Office of Housing Community Development

FROM: . Andrea Ausberry, Asststant Clerk, Land Use and Economic Development Committee,

Board of Supervisors

'DATE:  October 9, 2014

SUBJECT: . LEGISLAT!ON INTRODUCED

The Board of Supennsors Land Use and Economic Development Commitiee has received the
’ followxng proposed legislation, infroduced by Mayor Lée on September 30 2014:

File No. 141023 oL

Ordinance approving a Development Agreement between the City and County of San
Francisco and 181 Fremont Street, LLC, for certain real property, known as 181
Fremont Street, located in the Transbay Redevelopment Project Area, consisting of -
two parcels located on the east side of Fremont Street, between Mission and Howard
Streets; making findings of conformity with the General Plan, and the eight priority
policies of Planning Code, Section 101.1(b); and waiving certain provisions of '

. Administrative Code Chapter 56, and Planning Code, Section 249.28. :

The Board of Supervssors Land Use and Economlc Deve!opment Commlttee has recelved the
following proposed ieglslatlon introduced by Supervisor Kim on September 30 2014 :

File No. 141022

Resolution of the Board of Supervisors, acting in its capacity as the legislative body to
the Successor Agency to the former Redevelopment Agency of the City and County of
'San Francisco, approving provisions of a variation decision by the Commission on '
Community Investment and Infrastructure, modifying the on-site affordable housing
requirement for 181 Fremont Street in the Transbay Redevelopment Project Area.

If you have any addmonal comments or reports to be mcluded with the file, please forward them to
me at the Board of Supervnsors City Hall, Room 244, 1 Dr. Carlton B. Goodlett Place, -San

Francisco, CA 941 02

c.

Scoit Sanchez, Zoning Administrator
Sarah Jones Acting Environmental Rewew Officer,
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Viktorlya Wise, Deputy Environmental Review Officer
AnMarie Rodgers, Senior Policy Advisor .

Aaron Starr, Acting Manager of Legislative Affairs

Joy Navarrete, Environmental Planning

Jeanie Poling, Environmental Planning

Natasha Jenes, OCll Commission Secretary

Eugene Flannery, Secretary . .
Sophie Hayward, Director, of Policy and Legislative Affairs
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City Hall ~
1 Dr. Cariton B. Goodlett Place, Room 244
San Francisco 94102-4689
-Tel. No. 554-5184
Fax No. 554-5163 .
TDD/TTY No. 554-5227 .

BOARD of SUPERVISORS . .

~ NOTICE OF PUBLIC HEARING
BOARD OF SUPERVISORS OF THE CITY AND COUNTY OF SAN FRANCISCO
LAND USE AND ECONOMIC DEVELOPMENT COMMITTEE

NOTICE IS HEREBY GIVEN THAT the Land Use and Economic Development
Committee will hold a public hearing to consider the following proposal and said public
hearing will be held as follows, at which time all interested parties may attend and be heard:

"Date: _ Monday, October 20, 2014
Time: - 1:30 pm

Location: Committee Room 263, located at City Hall
' 1 Dr Carlton B. Goodlett Place, San Francisco, CA

Subject: Flle No..141023. Ordlnance approving a Development Agreement
between the City and County of San Francisco and 181 Fremont Streét,

. LLC, for-certain réal property, krown as 181 Fremont Street, located in
the Transbay Redevelopment Project Area, consisting of two parcels
located on the east side of Fremont Street, between Mission and Howard
Streets; making findings of conformity with the General Plan, and the
eight priority policies of Planning Code, Section 101.1(b); and waiving
certain provisions of Admmlstratlve Code, Chapter 56, and Planning
Code, Séction 249.28.

In accordance with Administrative Code, Section 67.7-1, persons who are unable to ..
attend the hearing on this matter may submit written comments to the City prior to the time
the hearing begins. These comments will be made as part of the official public record in this

~ matter, and shall be brought to the attention of the members of the Committee. Written

~ comments should be addressed to Angela Calvillo, Clerk of the Board, City Hall, :
1 Dr. Carlton Goodlett Place, Room 244, San Francisco, CA 94102. Information relating to -
this matter is available in the Office of the Clerk of the Board. Agenda information relating to
this matter will be available for public review on Friday, October 17, 2014.

é—l C.LQ\. L.A,J—U .
Angela Calvillo, Clerk of the Board

DATED: October 8, 2014 .
MAILED/POSTED: October 10, 2014.
PUBLISHED: 0ctober10 2014.
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& Associates

) <G
Jis..r.c

290/Twin Peaks Boulevard
San Francisco

California 94114

tel: 415.665 4346

- fax: 415.665.4347

The Honorable Scott Wiener
Chair, Land Use and Economic Developmé
1 Dr. B. Carlton

San Francisco, California 94103

Re: File #141023 - October 20, 2014 ~ It
Street, LLC - 181 Fremont Street - Transb
Dear Supervisor Wiener:

Thank you for your consideration to apbrc
Agreement between the City and County

October 17, 2014

nt Committee

m #6 [Development Agreement - 181 Fremont
y Redevelopment Project Area] -

ve an ordinance approving a Development -
of San Francisco and 181 Fremont Street, LLC, for

certain real property, known as 181 Fremd
Project Area, consisting of two parcels io
Mission and Howard Streets; making findi
eight priority policies of Planning Code, S
Administrative Code, Chapter 56, and Pla

181 Fremont is a mixed-use high-rise, pur

Company in January 2013, 181 Fremont is
approximately 74 residences on Floors 39
prompted us in December 2013 to explor
Mayor’s Office of Housing, whether the T

{11units), available to moderate income h

would truly meet the requirements of the

OCII. Together, we concluded a more me

these goals could be crafted. The result o

offer for your consideration. The amendm
immediate project area through a paymen
the most recent cost estimates and repres
alone units. '

nt Street, located in the Transbay Redevelopment
ted on the east side of Fremont Street, between
gs of conformity with the General Plan, and the
ction 101.1{b); and waiving certain provisions of
ning Code, Section 249,28,

hased fully entitled by San Francisco based Jay Paul
comprised of office space on Floors 3-36 and
hrough 53. It is this precise configuration which
with OCIl leadership and staff, and with the

nsbay affordable housing obligation of 15%
useholds earning 100% of area median income,
ransbay project area and the goals of the City and
ningful, comprehensive solution which would further
these efforts is the proposed resolution, which we
nt proposes that we fund 69 stand-alone units in the
of $13.85 million. The number of units is based on
nts an increase from an earlier analysis of 55 stand-

" Some background on the project and detajls on the proposal are included below. The

following are significant highlights of the 181 Fremont project and this proposal:
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. Under this proposal, 181 Fremont would pay a fee that differs from the in-lieu fee paid
by other projects in the City as folfows: (i) it would be 2.54 times more than the typical
fee ($13.85 million versus $5.4 milllon) and (i) it would be used only for the creation of
affordable housing within the Transbay project area (within a few blocks of the project).

* The fee would be used to subsidizg 69 affordable standalone units two blocks from
181 Fremont (versus 11 onsite unifs) in addition to the new residences at the high-rise
tower which will further the City's boal of building quality affordable housing for all

. income levels.

* The 69 new units would be availabje at 50% AMI versus 100% AMI that would be
applicable to the 10 units in the byilding.

* 181 Fremont has willingly agreed o pay substantial fees for both the community
facilities district and community bdnefit district assessments, and has always supported
the formation of those districts by |never participating in any effort with other property
owners to oppose or litigate these| assessments.

» The variation has broad based support in the affordable housing community, and that
constituency recognizes the uniqué charactéristics of this building type and housing
project, and does not feel a precezent will be set by this straightforward, logical
solution.

Please note the following by way of background of the major project elements of 181 Fremont,
which was approved unanimously by the Planning Commission in December 2012 after
extensive public outreach, hearings and presentations and with the support of surrounding
property owners, neighborhood organizations and organized labor.

181 Fremont is located in Zone Two of thei Transbay project area under the jurisdiction of the
San Francisco Planning Department. 181 Fremont offers convenient access to the new
Transbay Terminal, a major public transpo ation hub. Given this adjacent location to the new

. Transbay Transit Center, the project will provide a publicly accessible 5% floor sky bridge to the
planned 5.4-acre park — one of only two parcels that connect to the park in the District.

The office component of the project will cdnsist of 34 floors of office space on floors 3 through
36, offering about 412,000 square feet in total. The low-rise plan, floors 3 through 19, will have
an average floor plate of 13,125 square feét while the high-rise segment, floors 20 through 36,
will have an average floor plate of 11,100 square feet. Public access to the park and retail’
spaces plus a five-level subterranean parking garage will make room for residents and tenants.
Additionally, 181 Fremont will incorporate jnnovative design strategies for sustainability, water
and energy efficiency and has been pre-certtified LEED Platinum by the USGBC in order to
provide a safe and healthy living and working environment. '

The residential portion of the Tower will have approxnmately 74 condominiums on floors 39
through 55, accounting for approximately 1 13,000 square feet of saleable residential space.
Floors 53-55 will be the penthouse floors. Inhabitants of the residences will have exclusive
amenities such as an owners' lounge, a fitness center, a wrap-around exterior balcony, BBQ .
area, fire pit, executive kitchen and dining foom on the 37th floor as well as valet parklng, az24
hour attended, exclusive residential lobby and concierge service.
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The expense associated with operating sut
the above-described residential amenities
estimated to produce homeowner associa
since the market rate owners have the maj
market rate unit owners from increasing th
than likely.

th a tall, narrow, innovative building and providing
hen spread across so few residential owners are

ion fees in excess of $2,000 per month. In addition,

ority of votes, there is no way to legally prevent the

ese fees, an eventuality which history shows is more

The HOA dues are an important consider

ion given that they are an integral component of

the affordébility calculation for two distinct reasons (i) as mentioned above, it is more than
likely that the dues will continue to increase over time and that the below market rate owners
will have no jegal means to control increasks making affordability more difficult over time and
(i) when the owner of an affordable rate ufit decides to sell, the increased HOA dues will be
calculated into the new sales price for theit unit, potentially depressing that price below what
they originally paid for the unit which could result in a loss of the selling homeowner’s equity.
The result is that there are practical difficulties and undue hardship for future owners of below
market rate units that will make the units if the building unlikely to serve the intended
population, ' '

In view of these unique and distinct physical constraints and circumstances, the City
commissioned an independent analysis by the Concord Group, not paid for by the developer,
to determine the economic benefit to the developer of moving the units’ offsite. The thought
was that the economic benefit would be completely transferred to OCII for use in the creation
of a greater number of units within the district (within blocks of 181 Fremont) that could be
made available to families at 50% AMI (versus the 100% AMI that the 11 on-site units would
reach) and that would not be subject to suth constraints. Based on market prices at the time of
the analysis, the Concord group concluded that a $13.85 million fee would serve this end, and
181 Fremont agreed to pay this amount.

Although prices may have increased since that time, it is generally believed that prices at the
higher end of the market (e.g. 181 Fremont) have not seen the same rate of increase as lower
priced product throughout the City. Further, prices just as easily may not have increased
and/or other factors could have brought down the developer’s profit.(e.g. increases in
construction costs, reduction in number of lunits, increase of price for inclusionary units, ete.).
Similarly, prices in June 2016 when the unifs will actually be sold could just as easily

decrease. If the entire analysis were to be revised at this point in time, it would again be
outdated by the time the matter could be brought back for approval, and as a result, it is
impossible to have complete certitude of the number that will exactly match developer’s profit.
Additionally, given the status of construction, any further delay could jeopardize the ability of

the developer to wait for this approval and
construction of the on-site units. This wou
the affordable housing program goals withj
44 net new additional units within the distr

could force the developer to proceed with

d completely eliminate the opportunity to enhance

n the Transbay project area through the creation of
ct. Infact, the integrity of the process of engaging .

an outside consultant and fixing the number at the time the report was prepared ensures that

the number produced is a fair and reasonal
and for affordable housing generally.

On October 10, 2014, at a publicly noticed

sle result and produces the best result for the City

hearing, the Office of Community Investment and
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Infrastructure Commission approved a var
Plan affordable housing requirement and
million to use for fulfilling the Transbay aff;
the San Francisco Planning Commission v
agreement and affordable housing variatig

We are committed to building a structure
sustainability and neighborhood integratio
Plan:

Paying $13.85 million(2.54 times

affordable housing withiri a few bl

Subsidizing 69 affordable stand al

Subsidizing such units for provisio
~ would apply on site).

ation to the Transbay Project Area Redevelopment
oted in favor of accepting a payment of $13.85

brdable housing obligation. On October 16, 2014;

ted unanimously to approve the development
n.

hat demonstrates world-class modernism in design,
n and honor the goals of the Transit Center District

\ore than any other project in the City) toward

cks of the project.

ne units (6.5 times what could'be provided on site).
to families at 50% AMI (versus 100% AMI that

Paying substantial, uncontested fees to both the commumty facilities district and
community benefit district assessr
vision of a vibrant Transbay district

ents and other exactions in order to achleve the
that will enhance the City for years to come.

On behalf of the 181 Fremont, LLC

eam please let me know if we can provide

more information or answer any questions. Please support the unanimous approval
granted by the OCIl Commission on October 10,2014, and unanimously by the San Francisco
Planning Commission on October 16, 2014 by approving the aforementioned item.

Thank you for your time and interest and
story on how to genuinely achiéve afforda
In the new heart of commerce in California

(o Ju

Denise M. LaPointe
LaPointe and Associates

The Honorable Malia Cohen
The Honorable Jane Kim

Ce:

Ms. Tiffany Bohee, Executive Direci
Mr. John Rahaim, Director, San Fra

Mr. Kevin Guy, SF Planning Depart
Ms. Courtney Pash, Acting Transb

Mr. Ray Paul, Jay Paul Company

nsideration to support. In our view, it's a success -
le housing goals and ensure long-term affordability
and burgeoning neighborhood in San Francisco.

Mt

tor, OCII
ncisco Planning Department
ment

aly Project Manager, OCli
Ms. Rachel Horsh, Pillsbury Madiso
Ms. Janette D'Elia, Jay Paul Compa

n
ny
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Ausberry, Andrea

om: Denise LaPointe [denise@]lapointeassociates.com]
went: Friday, October 17, 2014 2:56 PM
To: Wiener, Scott; Kim, Jane (BOS), Cohen, Malia (BOS); Ausberry, Andrea
Cc: Power, Andres; Veneracton April (BOS) Bruss, Andrea (BOS); Horsch, Rachel B.; Janette

D'Elia; Ray Paul; Tiffany Bohee Pash, Courtney (Cll); Rahaim, John (CPC) Guy, Kevm
(CPC); Don Cecil; Peter Cohen; Fernando Marti; Audrey. Ausberry@sfgov org

Subject: 181 Fremont - Item #6 on Land Use and Economic Development Committee on October 20,
2014
Attachments: o 181 Fremont - Land Use.pdf

importance: High

Dear Supervisor Wiener, Kim and Cohen:

Please find attached a letter on behalf the 181 Fremont, LLC team requesting support for the item.

Please note, | have a long standing commitment which takes me out of town on Monday, so my colleague Don Cecil will be present with representatives
from the Jay Paul Company, and their legal representative, Ms. Rachel Horsch, Esquire at the hearing. Additionally, | apologize for the vertical line on the
scanned document, but wanted to get it out as I've been unsuccessful with repair so far.

If you'd like the content in a different format for easier reading, let me know.

In the meantime, | am available to answer any questions you mail have. My cell over the weekend is 415-722-1671.

The OCIl Commission said YES on October 10, 2014 the Plannmg Commission said YES on October 16, 2014 and I'm urging you to vote YES on October 20,
2014. .

That makes it YES - YES — - YES.

"ank you and | look forward to answering any questions.

Denise -
Denise M. LaPointe | - LaPointé and Associates )
290 Twin Peaks Boulevard

San Francisco, California 94114
Phone:  415-665-4346 Fax: 415-665-4347

Email:  denise@lapointeassociates.com
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CALIFORNIA NEWSPAPER SERVICE BUREAU

DAILYJOURNAL CORPORATION .

Mailing Address : 915 E FIRST ST, LOS ANGELES, CA 90012
Telephone (213) 220-5300 / Fax (213) 229-5481
Visit us @ WWW.LEGALADSTORE.COM

.. Andrea Ausberry

S.F. BD OF SUPERVISORS (OFFICIAL NOTICES)

1 DR CARLTON B GOODLETT PL #244
SAN FRANGISCO, CA 94102

COPY OF NOTICE

Notice Type:
Ad Description

GPN GOVT PUBLIC NOTICE
LU DA 141023

To the right is‘a copy of the notice you sent to us for publicaﬁéh in the SAN
FRANCISCO CHRONICLE. Please read this notice carefully and call us-

with any corrections. The Proof of Publication will be filed with the Clerk of
the Board. Publication date(s) for this notice is (are}:

10/10/2014

Daily Journal Corporation”

Serving your legal advertising needs throughout Califomia. Call your local

BUSINESS JOURNAL, RIVERSIDE
DAILY COMMERGE, LOS ANGELES

1 OS ANGELES DAILY JOURNAL, LOS ANGE;_ES
ORANGE COUNTY REPORTER, SANTA ANA
SANDIEGO COMMERCE, SAN DIEGQ

_SAN FRANCISCO DAILY JOURNAL, SAN FRANCISCO
SAN JOSE POST-RECORD, SAN JOSE

THE DALY RECORDER, SACRAMENTO

' THE INTER-CITY EXPRESS, OAKLAND

- (851) 784-0111

(213) 220-5300
(213)2289-5300
(714) 643-2027
(619) 232-3486
{800) 6404828
(408) 2874868
(916) 444-2355
(510) 272-4747

[T

453

CNS 2676587
NOTICE OF PuBLIC HEARING LAND

TICE IS HEREEY GIVEN THAT the
Land Use and Economic Devalopment
Committee will a hold a public hearing to
consider the following pi d
public hearing will be hald a5 follows, at
which {ime all inferested parties may at-
tend and be heard. Hie Nn. 141023, Or-

Agresment _ betwsen !he Cly and
County of San Francdisco and 181 Fre-

‘mont Street, LLC, for cerlaln real prop-

erly, known as 181 Fremont Street, lo~

" gated in the Transbay Redevelopment

Project Area, consisting of two

iocated on the east side of Fremont
Howard -

Street, belween Mission and
Sirests; making findings of conformity
with the Genem! Plan, ang the eight em{m-
om1>/ poficies of Plannlng Code, 5
1(b); and walving carfaln’ provisions
Administrative Code, Chapter 56, and
Planmng COda, Secfinn 248,28, In ac»
cordancs Administrative Code,
Section 67.7-1, persons who are unsble
1o sftend the hearing on this matter may
submit writen commeats to the City
rior fo the fime the hearing bagins.
ese commentis will bernsdens partof
the official public record In this mattsr,
and shall be brought 1o the atisntion of
the members of the Commities, Wrmen
conments should be’ addressed Io
gela Calvilio, Clerk of the Board, Clly
Haf, 1 Dr. Carion Goodiett F’Iagg-,

Information relating to this matter is
avallable in the Office of the Clark of the
Board. Agenda information relating to

this matter will be avallable for rubl!c re--

view on Friday, October 17, 2014.



T City Hall -
t «H ;"Pluw’\"‘ ity

ARDbeUPERVISORS B
::,ia,ﬁm—% PH 1739

i -

San Francisco 94102-4689
Tel. No. 554-5184
Fax No. 554-5163 .
TDD/TTY No. 544-5227

PROOF OF MAILING

Legislative File Nos. 141023

‘ Deséription of ltems: -

Notice of Public Hearing: October 20, 2014 at 1:30 p.m. at City Hall,
Committee Room 263, 1 Dr. Cariton B. Goodlett Place, San Francisco, CA 94102

Ordinance approving a-Development Agreement between the City and_ County of
San Francisco and 181 Fremont Street, LLC, for certain real property, known as
181 Fremont Street, located in the Transbay Redevelopment Project Area,
consisting of two parcels located on the east side of Fremont Street, between -
Mission and Howard Streets; making findings of conformity with the General
Plan, and the eight priority policies of Planning Code, Section 101.1(b); and
waiving certain provisions of Admlmstratlve Code, Chapter 56, and Planning
Code, Section 249.28. - .

I, Mbn'\C . Guimian ., a United States citizen and over 18 years of age, mailed
the above described document(s) by depositing the sealed items with the United States

Postal Service (USPS) with the postage fully prepaid as follows:

Date: - 10] 04 | 14
Time: ‘. 120 PM
USPS Location: . Front Desk, Office of the Clerk of the. Board

Mailbox/Mailslot Pick-Up Times (if appliéable): N/A -

No. of Pieces of Mail _Y43 F

Signature: W Y e r D
Y .

Instructions: Upon completion, original must be returned to the follownng for inclusion in the -
ofﬁcnal legislative file: :
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B L Y

EDWIN M. LEE
MAYOR

OFFICE OF THE MAYOR
- SAN FRANCISCO

TO: Angela Calvillo, Clerk of t oard of Supervisors
FROM: le Mayor Edwin M. Lee\j

RE: Development Agreement — 181 Fremont Street with 181 Fremont Street
LLC .
DATE: September 30, 2014

Attached for introduction to the Board of Supervisors is the ordinance approving a.
Development Agreement between the City and County of San Francisco and 181 :
. Fremont Street, LLC, for certain real property, known as 181 Fremont Street, located in
~ the Transbay Redevelopment Project Area, consisting of two parcels located on the
east side of Fremont Street, between Mission and Howard Streets; making findings of .
conformity with the General Plan and the erght priority policies of Planning Code,

Section 101.1(b); and waiving certain provisions of Administrative Code Chapter 56
and Plannrng Code Sectron 249.28.

Please note thrs item i is cosponsored by Supervisor Jane Kim.

I respectfully request that this item be calendared atz
20, 2014

AR E

EERd USE Commiittegion October -

Should you have any questions, please contact Nicole Wheaton at (415) 554-7940.
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