File No. 1&osT Committee ltem No. ot
- Board Item No. Fo

COMMITTEE/BOARD OF SUPERVISORS
AGENDA PACKET CONTENTS LIST

Committee: Budget & Finance Sub-Committee Date \\u\\ll |2, 2018

Board of Supervisors Meeting Date J!JN g%: 2618

Cmte Board

Motion

Resolution

Ordinance

Legislative Digest

Budget and Legislative Analyst Report
Youth Commission Report
Introduction Form '
Department/Agency Cover Letter and/or Report
MOU

Grant Information Form

Grant Budget

Subcontract Budget
Contract/Agreement

Form 126 — Ethics Commission

Award Letter

Application

Public Correspondence

]
DDDDDDDDD@DDD@EDD

OO RIM

@)
—
s
m
Py

(Use back side if additional space. is needed)

OO
AEEEEEEEEEE

| Completed by:_ Linda Wong - Date ¢ Lﬁl,
Completed by:_ Linda Wong Date

[
==
Y
o
&
NN
=

)

2464 -



BOARD of SUPERVISORS

TO:

FROM:

DATE:

City Hall
1 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
BUDGET AND FINANCE SUB-COMMITTEE
SAN FRANCISCO BOARD OF SUPERVISORS

Supervisor Malia Cohen, Chair
Budget and Finance Sub-Committee

Linda Wong, Assistant Clerk

July 13, 2018

- SUBJECT: COMMITTEE REPORT, BOARD MEETING

Tuesday, July 17, 2018

The following file should be presented as a COMMITTEE REPORT at the Board meeting on
Tuesday, July 17, 2018, at 2:00 p.m. This item was acted upon at the Sub-Committee Meeting
on Thursday, July 12, 2018, at 10:00 a.m., by the votes indicated.

[tem No. 27 File No. 180571

Ordinance adopting a question to appear on the November 6, 2018 ballot regarding the
proposed ordinance to incur $425,000,000 of bonded debt of the City and County to
finance the construction, reconstruction, acquisition, improvement, demolition, seismic
strengthening and repair of the Embarcadero Seawall and other critical infrastructure,
and related costs necessary or convenient for the foregoing purposes.

AMENDED, AN AMENDMENT OF THE WHOLE BEARING SAME TITLE
Vote: Supervisor Malia-Cohen - Aye
Supervisor Sandra Lee Fewer - Aye
Supervisor Catherine Stefani - Aye

RECOMMENDED AS AMENDED AS COMMITTEE REPORT

Vote: Supervisor Malia Cohen - Aye
Supervisor Sandra Lee Fewer - Aye
Supervisor Catherine Stefani - Aye

Board of Supervisors

Angela Calvillo, Clerk of the Board

Jon Givner, Deputy City Attorney

Alisa Somera, Legislative Deputy Director
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AMENDED IN COMMITTEE
‘ 7/12/18
FILE NO. 180571 ORDINANCE NO.

[General Obligation Bond Election - Seawall and Other Critical Infrastructure - Ballot Question]

Ordinance adopting a question to appear on the November 6, 2018 ballot regarding the
proposed ordinance to incur $425,000,000 of bonded debt of the City and County to
ﬁnance the constructi,on, reconstruction, acquisition, improvement, demolition,
seismic sfrengthening and. repair of the Embarcadero Seawall and other critical

infrastructure, and related costs necessary or convenient for the foregoing purposes.

NOTE: Unchanged Code text and uncodified text are in plain Arial font.
Additions to Codes are in Szn,qle underlzne zz‘alzcs Times New Roman font.
Deletions to Codes are in
Board amendment additions are in double-underlined Arial font.
Board amendment deletions are in strkethrough-Arial-fent.
Asterisks (* * * ' ¥)indicate the omission of unchanged Code
subsections or parts of tables.

Be it ordained by the People of the City and County of San Francisco: |

Mayor; Supervisors Cohen, Kim, P_eskin, Sheehy, Yee

OARD OF ERVISORS
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Mayor; Supervisors Cohen, Kim, Peskin, Sheehy, Yee
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Mayor; Supervisors Cohen, Kim, Peskin, Sheehy, Yee
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Mayor; Supervisors Cohen, Kim, Peskin, Sheehy, Yee
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Mayor; Supervisors Cohen, Kim, Peskin, Sheehy, Yee . .
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Section 1. The ballots to be used at the Bond Special Election shall be the ballots

used at the November 6, 2018 General Election. The word limit for ballot propositions imposed
by Municipal Elections Code Section 510 is waived. On the ballo;cs fo be used at the Bond

Special Election. in addition to any other matter required by law to be printed thereon, shall

appear the following as a separate proposition: ‘
"SAN FRANCISCO SEAWALL EARTHQUAKE SAFETY BOND, 2018. To protect the

Waterfro_nti BART and Muni, buildings, historic piers, and roads from earthquakes, flooding and

rising seas by: repairing the 100 vear old Embarcadero Seawall; strengfhening the

Embarcadero; and fortifying transit infrastructure and utilities serving residents and businesses;

shall the city issue $425.000,000 in bonds, with a_duration up to 30 vears from the time of

issuance, an estimated tax rate of $0.01:3/$100 of assessed property value, and estimated

annual revenues of up to $40.000 OOO. with ’citizen oversight and réqular audits?

The Citv's current debt management policy is to keep the property tax rate from City

general obligation bonds below the 2006 rate by issuing new bonds as older oneé are retired

and the tax base grows, though the overall property tax rate may vary based on other factors.”

Each voter to vote in favor of the issuance of the foregoing bond proposition shall mark |

the ballot in the location corresponding to a "YES" vote for the Qrogosition! and eadh voter to

vote against the proposition shall mark the ballot in the location corresponding to a "NO" vote
for the proposition. '
Section 2. If amendments to California Elections Code Section 13119 are effective and

operative by the eighty-fifth day before the November 6, 2018 election, the Controller is hereby

authorized to make arhen_dments to the ballof proposition in Section 1 of this Ordinance only if

such further chanqeé are directly related t_o amendments to Elections Code Section 13119. If

the Controller amends the ballot proposition as authorized under this Sectidn 2. the Controller

must submit the final 'ballot proposition to the Department of Elections by noon on the eighty-

Mayor; Supervisors Cohen, Kim, Peskin, Sheehy, Yee : .
BOARD OF SUPERVISORS 2475 Page 10
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fourth day before the November 6, 2018 election and such ballot proposition shall be made

available by the Department of Elections for public examination under Municipal Elections Code
Secﬁon 590. _ |

APPROVED AS TO FORM:

. DENNIS J. HERRERA,

City Attorney

'By: Yot QMA Qf“’?ﬁ

7

Kenneth David Roux
Deputy City Attorney

ni\financlas2018\1800446\01288801.docx
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AMENDED IN COMMITTEE
~ 7/12/18
FILE NO. 180571 '

LEGISLATIVE DIGEST.
[General Obligation Bond Election - Seawall and Other Critical Infrastructure - Ballot Question]

Ordinance adopting a question to appear on the November 6, 2018 ballot regarding the
proposed ordinance to incur $425,000,000 of bonded debt of the City and County to
finance the construction, reconstruction, acquisition, improvement, demolition,
seismic strengthening and repair of the Embarcadero Seawall and other critical
infrastructure, and related costs necessary or convenient for the foregoing purposes.

Existing Law

In Board of Supervisors File No. 180454, the Board of Supervisors submitted to the voters a
General Obligation Bond ordinance for the November 6, 2018 election to finance the
construction, reconstruction, acquisition, improvement, demolition, seismic. strengthening and
repair of the Embarcadero Seawall and other.critical infrastructure. ‘

Amendments to Current Law

This ordinance would provide the question that would appear on the ballot for the bond
measure and would provide a deadline for and authorize the Controller to amend the question
to conform to applicable amendments under state elections law.

n:\financ\as2018\1800446\01288800.docx
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Seawall General Obligation Bond:

Economic Impact Report
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In. >duction

= The proposed legislation concerns a propdsed $425 million General
Obligation bond for repair and reconstruction of the Embarcadero
seawall along San Francisco's northeastern waterfront. |

= |f approved, the measure would be placed on the November, 2018
ballot. Local General Obligation bonds in California require voter
approval, with a two-thirds majority. 3

= The seawall, which protects downtown San Francisco from the Bay, is

vulnerable to an earthquake, and also to increased flooding risk due to

sea-level rlse

= The bond would require» a properfy tax increase of approximately
$13.23 per $100,000 of assessed value, per year, for 24 years.

= The Office of Economic Analysis (OEA) has prepared this report after
determining that the proposed infrastructure spending and tax
increase might have a material impact on the City’s economy.
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The JV Economic Impact Study

In 2076, the Port of San Francisco released a study on the seismic
vulnerability of the seawall, by a joint venture of two engineering firms
(“the JV study”). It included an economic estimate of the impacts. of
large earthquakes on the Port and the city’s waterfront.

The study estimated the economic activity in Port property adjacent to
the seawall from AT&T Park to Aquatic Park, to be $2 billion in annual
spendmg

The study further estimated the economic loss associated with a two
potential earthquakes. Total economic loss on Port properties from the
former earthquake was estimated at $1.2 billion, and $3.2 billion from
the latter; both assumed a 12-month loss of business operations.

The report did not consider damage associated with other potential
earthquakes, or present an annualized benefit from the proposed
mitigation. However, the economic impact was used, along with other
considerations, to rank priority areas of the seawall.
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After the JV study, in 2017 the Port released a report by BAE Urban

Economics (the “Value-at-Risk study”) that estimated the property
value and economic activity that would be at risk from one earthquake

- scenario, and two scenarios combining sea-level rise with severe

floods.

The report found that the earthquake scenario risked damage to $17.4 |

billion in property, $6.3 billion (annually) in business interruption
losses, and $902 million in taxes. The report found $9.8 in value-at-risk
relative to the full cost of seawall replacement with higher ratios for
the sea-level rise/flood scenarios. |

Two reasons for the difference in damage impacts between the two
studies is that the Value-at-Risk study considered both Port-owned
and privately-owned property, and reported only the value of the
property and potential business loss, not an estimate of losses durmg
an actual event. :
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_ Scope of this Study

The Office of Economic Analysis is required to estimate the economic
impact of any new legislation that would have a significant impact on
the city’s economy. In this case, this involves determining if the
economic benefits of the project exceed the cost of the property tax
required to pay for it, viewed from the perspective of the city’s
economy as a whole.

Thus, while this report draws on material from the JV report and the
Value-at-Risk study, it attempts to answer a different question.

Of course, the Port's reports make clear that there are additional
benefits from seawall remediation that cannot be quantified in the
context of this report, including protecting critical utility and
transportation infrastructure, historic resources, and emergency

aCCess.

Additionally, even the narrow question of economic impact is
unusually challenging to estimate because the details of the
expenditure plan are not yet known, so certain simplifying
assumptions will be made for this analysis. |
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‘Ec 1omic Impact Factors

= QOverall, disaster remediation is economically beneﬂoal to the extent that it
prevents emergency costs and a large rebuilding commitment in the future, by
making a smaller investment in the near term. The net economic benefit grows
with the likelihood of a disaster, its potential damage to the economy, and the
cost-effectiveness of the mitigation.

= The proposed legislation involves both pbsitive and negative effects on the San
- Francisco economy. The positive economic effects of the seawall that are
considered in this report include:

= Prevention of future property damage, business mterruptlon and
reconstructlon costs.

= Immediate benefits of spending on rehabilitation of the seawall.

. The primary negativé economic effect is the property tax increase to fund the
rehabilitation and debt service, along with the cost of disruption to businesses

during construction.
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Estimating Potential Earthquake Damage

= As discussed earlier, the JV study included an assessment of the
potential damage to Port properties associated with two potential
earthquakes: one likely to occur every 275 years, and one likely to
occur every 975 years.

= To get an estimate of the likely damage associated with a//potential
earthquakes, weighted by their likelihood of happening, the OEA used
the HAZUS hazard modelling tool, developed by the Federal
Emergency Management Agency (FEMA). |

= HAZUS combines economic and seismic data for an area, to allow
users to simulate the economic, social, and physical losses associated
with an earthquake having a specific probability.

= By simulating different earthquakes, and weighting their damage by |
their likelihood of occurring in any given year, it is possible to create an
overall annualized estimate of earthquake damage and.economic

losses”.

. * FEMA has used this approach in its publication, Hazus Estimated Annualized Farthquake Losses for the United States, April 2017.
https://www.fema.gov/media-library/assets/documents/132305
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A. 1 Analyzed in the HAZ S Damage Estimate

’%g’g,i;im% , J& G S & /| We performed the analysis

at the smallest scale that
HAZUS allows — 3 Census
e tracts adjacent to the

Y o Seawall in downtown San

s ‘ g 1
I Francisco.

The area is somewhat larger
than the area considered in
the JV study, and also
excludes a small area of the
southern seawall.

Additionally, the base
version of HAZUS provided
by FEMA would not include
detailed information about
the seawall’s condition, and

- may underestimate damage
in the area as a result.
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Results of the HAZUS Analysis

500 year
750 year.
1,000 year

1,500 year
2,000 year .
2500year

1%

- 04%
0.2%

013%

0.07%
0.05%

004%

 $9196
14357
7978
520764
e
$2,8515
s3a15

The estimated losses above only refer to the area in red in the map on the previous page; losses in
other parts of the city are not included, because they were assumed to be unaffected by the seawall
project. Full details on the methodology to calculate the annualized damage can be found in the

FEMA study cited on page 7.
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“Ec momic Impact Assessm. 1t

The HAZUS simulations result in a probability-weighted estimate of
earthquake damage in those areas of downtown San Francisco that
are adjacent to the seawall.

For the purposes of this report, we assume that this damage would be
fully mitigated by a complete seawall replacement, which is estimated
to cost $2.5 billion. The proposed $425 million bond measure
represents 17% of this total cost, and we assume that 17% of the total
damage would be reduced by the proposed measure.

The quantifiable damage reduction includes reduced repair costs for
structures, and reduced losses in business activity. The present value of
these savings, discounted at a 3% discount rate, were added to the
REMI simulation of the economic impact of the tax and spending, as
described on the next page. <

Other short-term disaster costs which would likely be reduced by the
project, including casualties and emergency response costs, debris
removal, and any loss of essential facilities, are not accounted for.
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REMI Modelling

The present value of the savings in capital and business costs from the
seawall was modelled in the REMI model, along with the costs of the
property tax to residents and property owners, and the benefits of
construction-related spending, which are de’caxled befow

According to the Office of Public Finance, the $425 million bond will
require $730.4 million in debt service payments over a 24-year
borrowing period, under conservative assumptions about interest rate
risk. Based on current assessments, annual property taxes payments
would rise by approximately $13.23 per $100,000 of assessed value.
Under the City's Rent Ordinance, owners of rent-controlled apartments
may pass-through 50% of any property tax increase to tenants.

The specific projects funded by the bond will not be known until CEQA

analysis is completed. For the purposes of this report, based on
analysis by the Budget and Legislative Analyst, we estimate 80% of the
proceeds will be spent on construction, 18% on professional services,
and 3% on Port staff costs.
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Cc clusions and Caveats

= The HAZUS and REMI simulations suggest the proposed project will
have a moderately positive economic impact, creating 145 jobs and
raising city GDP by $19 million, on average over the 24-year financing
plan..

= This estimate does not include the benefits of any long-term reductlon
in damage from sea-level rise, which cannot be estimated in HAZUS. It
should therefore be considered as a conservative estimate.

= Additionally, several aspects of the project cannot be known at this time.

This estimate is sensitive to three assumptions in particular:

= the extent to which HAZUS damage estimates reflect the current
structural condition of the seawall.

= the extent to which the propbsed project will prevent earthquake
damage in downtown areas adjacent to the seawall.

* the bond interest rate, which would determine how much of the
~ property tax payment would be re-circulated in the local economy
as construction spending.
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- Staft Contact

Ted Egan, Ph.D., Chief Economist

ted.egan@sfgov.org

Asim Khan, Ph.D., Senior Economist

asim.khan@sfgov.org
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City Hall
Dr. Carlton B. Goodlett Place, Room 244

BOARD of SUPERVISORS . San Francisco 94102-4689
Tel. No. 554-5184
Fax No. 554-5163
TDD/TTY No. 554-5227
June 6, 2018
File No. 180571
" Lisa Gibson

Environmental Review Officer
Planning Department

1650 Mission Street, Suite 400
San Francisco, CA 94103

Dear Ms. Gibson:

On May 31, 2018, Mayor Farrell introduced legislation for the following proposed General
Obligation Bond for the November 6, 2018, Election:

File No. 180571

Ordinance adopting a question to appear on the November 6, 2018 ballot
regarding the .proposed ordinance to incur $425,000,000 of bonded debt of the
City and County to finance the construction, reconstruction, acquisition,
improvement, demolition, seismic strengthening and repair of the Embarcadero
Seawall and other critical infrastructure, and related costs necessary or
convenient for the foregoing purposes.- :

This legislation is being transmitted to you for environmental review.

Angela Galvillo, Clerk of the Board

%bﬂ' ' Budget and Finance Committee
Attachment

c. Joy Névarrete, Environmental Planner
Laura Lynch, Environmental Planner
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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: }& Ben Rosenfield, City Controller, Office of the Controller

FROM: \6‘/ Linda Wong, Assistant Clerk, Budget and Finance Committee
Board of Supervisors
DATE: June 6, 2018

SUBJECT: GENERAL OBLIGATION BOND INTRODUCED
November 6, 2018 Election

The Board of Supervisors’ Budget and Finance Committee has received the following
proposed General Obligation Bond for the November 6, 2018, Election, introduced by

Mayor Farrell on May 31, 2018. This matter is being referred to you in accordance with
Rules of Order 2.22.4. ' '

File No. 180571

Ordinance adopting a question to appear on the November 6, 2018 ballot
regarding the proposed ordinance to incur $425,000,000 of bonded debt of the
City and County to finance the construction, reconstruction, acquisition,
improvement, demolition, seismic strengthening and repair of the
Embarcadero Seawall and other critical infrastructure, and related costs
necessary or convenient for the foregoing purposes.

Please review and prepare a financial analysis of the proposed measure prior to the first
Budget and Finance Committee hearing.

If you have any quéstions or concerns, please call me at (415) 554-7719 or email:
linda.wong@sfgov.org. To submit documentation, please forward to me at the Board of

Supervisors, City Hall, Room 244, 1 Dr. Carlton B. Goodlett Place, San Francisco, CA
94102.

c: Todd Rydstrom, Deputy City Controller
Peg Stevenson, City Performance Director
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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: Andres Power, Liaison to the Board of Supervisors, Mayor's Office
Jon Givner, Deputy City Attorney, Office of the City Attorney
John Arntz, Director, Department of Elections
LeeAnn Pelham, Executive Director, Ethics Commission
Naomi Kelly, City Administrator, Office of the City Administrator
Elaine Forbes, Executive Director, Port of San Francisco
Scott Schroeder, Controller-Treasurer, Bay Area Rapid Transit
Ed Reiskin, Executive Director, Municipal Transportation Agency
Robert Colllns Executive Director, Rent Board
Phil Ginsburg, General Manager, Recreation and Parks Department

FROM: Linda Wong, Assistant Clerk, Budget and Finance Committee
\ Board of Supervisors

DATE: June 6, 2018

SUBJECT: GENERAL OBLIGATION BOND- INTRODUCED
November 6, 2018 Election

The Board of Supervisors’ Budget and Finance Committee has received the following
proposed General Obligation Bond for the November 6, 2018, Election, introduced by
Mayor Farrell on May 31, 2018, This matter is being referred-to you in accordance with
Rules of Order 2.22.4.

File No. 180571

Ordinance adopting a question to appear on the November 6, 2018 ballot
regarding the proposed ordinance to incur $425,000,000 of bonded debt of
the City and County to finance the construction, reconstruction,
acquisition, improvement, demolition, seismic strengthening and repair of
the Embarcadero Seawall and other critical infrastructure, and related
costs necessary or convenient for the foregoing purposes.

Please review and submit any reports or comments you wish to be included with the
legislative file. '
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If you have any questions or concerns, please call me at (415) 554-7719 or email:
linda.wong@sfgov.org. To submit documentation, please forward to me at the Board of
Supervisors, City Hall, Room 244, 1 Dr. Carlton B. Goodlett Place, San Francisco, CA
94102. ' o '

c: Shahde Tavakoli, Mayor's Office
Kyle Kundert, Ethics Commission
Lynn Khaw, Office of the City Administrator
Lihmeei Leu, Office of the City Administrator
Daley Dunham, Port of San Francisco
Janet Martinsen, Municipal Transportation Agency
Kate Breen, Municipal Transportation Agency -
Dillon Auyoung, Municipal Transportation Agency
Viktoriya Wise, Municipal Transportation Agency
Sarah Madland, Recreation and Parks Department
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