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FILE NO. 180425 | RESOLUTION NO.

[Castro/Upper Market Comrnunity Benefit District - Annual Report - FY2017-2018]

Resolution receiving and approving the anhual report for the Castro/Upper Market
Community Benefit Dlistricf for FY2017-2018, submitted as required by the Propertyand |
Business Improvement District Law of 1994 (California Streets and Highways Code, -
Sections 36600, et seq.), Section 36650, and the District’s management agreement with |

the City, Section 3.4.

WHEREAS, On June 7, 2005, pursuant fo the Property and Business Improvement
District Law of 1994 (the "Act”), Califorhfa Streets and Highways Code, S.ections 36600 et
seq., as augmented by Article 15 of the San Franciqu Business and Tax Regulations Code,
the Board of Supervisors adopted Resolution No. 421-05, expressing the City’s infention to'
establish the Castro/Upper Market Community Benefit District (the “Castré/Up_per
Market CBD”); and |

WHEREAS, On August 2, 2005, the Board of Supervisors adopted Resolution
No. 582-05 establishing the Castro/Upper Market CBD ("Resolution to Establish") for a period

~ of 15 years, commencing FY2005-2006; and

WHEREAS On January 10, 2006, the Board of Superv;sors adopted Resolution
No. 14-06, authorizing an agreement with the owners' association for the administration and
management of the Castro/Upper Market CBD, and a management agreement (the
“.I\/lanage'ment Contract’) with the owners' association, the Castro/Upper Market Community
Benefit Dis'triot, was executed accordingly; and

WHEREAS, A copy of the Management Contract is on file with the Clerk of the Board
of Supervisors in File No. 051968; and

Supervisor Mandelman \
BOARD OF SUPERVISORS ' , : Page 1
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WHEREAS, On April 10, 2018, the Board of Supervisors approved the Castro/Upper
Market CBD’s annual reports for FY2016-2017 in Resolution No. 097-18;. and

WHEREAS, The Castro/Upper Market CBD has submitted for the Board’s receipt and
approval the Castro/Upper Market an‘nual reports for FY2017-2018 as required by
Section 36650 of the Act and Section 3.4 of the Management Contract; and

WHEREAS, The Annual Report is on ﬂletwi’[h the Clerk of the Board of Supgrvisors in
File No. 190425, and are incorporated herein by reference as. though fully set forth; and

WHEREAS, Supporting documents, including, but not limited to, a transmittal letter and
hemorandum report from the City's Office of Economic and Workforce Development, dated

April 8, 2019

A and documentation from the Castro/l

3 i (VIR ¥

pper Market CBD for the Annual Reportis
on file with the Clerk.of the Board of Supervisors in File No.A190425; noiw, thérefore, be it

- RESOLVED, That the Board of Supervisors hereby receives and approves the annual
réport for the Castro/Upper Market Community Benefit District for FY2017-2018. |

Supervisor Mandelman : :
'BOARD OF SUPERVISORS ' : : Page 2
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Community Benefit Dlstrlcts(tt,BDsH L

Business Improvement Districts (B Ds) are

- governed by: | |
—Stateﬂ

° “1994 Act”

r--'-Locavllaw. |

o “Article 15"

Ofﬂ of Ecoridmicand Workfotce Development:
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ofﬁce of Economic and Workforce DeVe(opment

ThlS resolutlon covers Annual Report for FY
2017- 2018

o OEWD ensures that all CBDs/BIDs are meetmg thelr
‘management plans.

e OEWD staff conducts an annual review of Annual

‘Reports and CPA Financial Reviews.

o OEWD provides the Board Supervrsors Wlth a
-. summary memo.
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*budget identified in management plah "

9SAN
=z aFRANCISCO

Office of Economlc and Werkforee Development




Staff

- - Executive Director — Andrea Aiello

Service Areas | -
Public Rights 6f Wav and Sidewalk Obera'tions {(PROWSO)

» This program includes street maintenance, beautification, and safety services.

.= “Clean Team” and Community Guides are funded through this program

- eres a Patrol Special officer who patrols the ne:ghborhood seven mghts week.

v

Dlstrlct ldentltv and Street Improvements (DISI)

. ThlS service area includes marketing, public relations and street enhancements in the Central
~ Market dlS’CrICt '

Ad_ministration and Corboraté Operations |

e Admin and operations includes oversight of service contract, implementation of major
projects, staffing the Board of Directors and Committees, and general day to day operations.

TNSAN
FRANCISCO

Ofﬂce of I‘.conomlc and Worlkforce Development
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OEWD’s staff reviewed the following budget related
benchmarks for Castro/Upper Market CBD: -

Benchmark 1 — Whether the variance between the budget amounts for each service
category was within 10 percentage points from the manag;ement plan.

Benchmark 2 — Whether five percent (5%) of Castro/Upper Market CBD’s actuals came
from sources other than assessment revenue,

Benchmark 3 - Whether the variance betwe’en the budget amounts for each service
category was within 10 percentage points from the actuals.

. Benchmark 4 - Whether CBD is indicating the amount of funds carried over from the
current fiscal year and designating projects to be spent in the upcoming fiscal year.

!};mFRANCISCO

Office of Economlicand Workforce DeVelepment
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. Servicé_ Category

‘};;Pubnc Rights of |
 Way and Sldewalk
;,”Operat:ons 1

f“DIStI'ICt Identlty 2
‘and Street =~ §
g,Improvements .

' l';vAdmmlstratlve ‘

:gi;F RANCISCO 4

Offlce of Ecofiomicand WorkforceDevelopment

FY 2014-2015 |
 Variance
Percentage

. Points

-.6%

+6.9%

+3.03%

-9.38%

FY 20152016 |

‘Variance

 Percentage
Points '

+4,75%

 +5.30%

-5.07%

-4.99%

FY 201 6-
Varlance

Percentage
. __Pomts .

-91%

+.44%

+30%

+.17%

+2.75%

+1.72%

+0.33%

-4.80%
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- Castro/Upper Market CBD met all benchmarks and requirements

- The CBD continues to perform well in respect to benchmark 2 due to a variety of
City grants, foundation grants, and donations they receive throughout the year

- It was determined that the CBD was in violation of the Brown Act. OEWD
believes this was due to governing board turnover, and the CBD rectified the
situation immediately upon being contacted by OEWD

.y The CBD is set to sunset on June 30, 2020 and has begun their renewal campaign

- OEWD will continue to provide technlcal assistance to the CBD to guide them
through renewal

I {SAN

efﬂce or Econibmic and Workforce Devélopment



Castro/Upper Market CBD has performed well in lmplementlng the
ser\nce plan in the dlstrrct

e CBD has contnnued to successfully market and produce events like
Livelln the Castro

LEY
®

Increased their opportunities in partnering with commumty
stakeholders and numerous municipal agenCIes for the
smplementatron of Castro Cares. A

° ‘Maintained an active board of drrectors and robust
| subcommlttees

] mEfFRAN CISCO

Office of Ecofiamlic and Workforce'Daveloprient
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St. Francis Lutheran SFPD
Church ' - |

GEY

Friends of Harvey Milk
Plaza
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@ Horizens Foundation for Harvey Milk Plaza




(human feces) |

aily Gra iti Removal - Graffiti abatement daily—-

8 instances (tags stickers, posters)
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businesses to fund S.F. Patrol
ours of patrol are: . | ~

Collaborates wit
pecial Police.

Sunday - }
> Thursday — Saturday 4:00 p.
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Raised Additional $438,975 in Non-Assessment Dollars for District: Supplements

cleaning, safety, homeless outreach, outdoer events, plaza l[andscaping &

maintenance

Live! In The Castre: 50 Free outdoor events attracting 50 — 150 each event,
including favorites such as: The Klipptones, Ballet Felklorico, ManPance, and
Alpha Rhythm Kings

Hai‘vey’s Halo: 40t" Anniversary of Harvey Milk’s Election téjBoard of Supervisors
~neighborhood celebration in Jane Warner Plaza: light show, music, speeches;
media coverage, thousands gathered to celebrate

Castro Ambassadors' volunteers welcome 5,000 visitors to the Castro every
season. lnf@rma‘clon is available im seven languages. '

n in Jane Warner Plaza '

The Seed: LED Light Public Art installati
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SFPD Feot Patrols: need foet patrols on Market St.

Dispesal of cardboard is a huge preblem

Commercial Vacancies: uble the city avg. -
> One property ewner in heart of Castro owns several

storefrents which have been empty for over1s
- years. . e .
> Feot trafficis inconsistent -

> Retail is weak

ace Abusers Living on Street

. . N




»Castro Cares funds additional, dedicated
outreach and law enforcement. More outreac
is needed.

(347

*Castro & Upper Market Retail Strategy:
| - Targeting delays in the system
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LGy

arnmer Plaza a thriving plaza. Continue
successful ¢ llaberation with the City to make

~Jane Warner Plaza a success, continue funding
Plaza Steward pregram & Live! In The Castro.

Decrease in commercial vacancy rate.
ationships with brokers, “coming soon”
promotio

.
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5361 Castro, SF

[

4-MARKET - -’888—505-2988

uvaeau‘eSF com




REVEN

T T

Sefvices - v $991,565
. General and administrative ©  $70,903
$1,062,468
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Castro/Upper Market CBD runs from Diamond and

19th streets on its most western side, along Castro to |
Viarket street then on Market, from Castro to Octavia.













Flnanclal Reporting

ELY

[5A 63 - Castro CBD - Public Rights of Way and Sidewalk

SENCHMARK Z; Ge,

nelit R:quvrement 5,00%
BRUESaurces: T ctiralet

ASSESSmEn! Revenue
Totol Assassment {Special Bene{lt) Revenue
Cantributions and Sponscrships

Grants.

Donations
Interest Earned
Esrned feveniue
Other

o!al Non-Assessmiant [General Beneflt] Rsvanus

100:00%:

Operations £ 13,033,750 5 247,641.25 [63.04% K 634,635,00 Az
SA 63 - Castro CBD - District lduntllyand Streatscape B B 2,525.00} $ 47,975.00112.21% 3 576,747,00
Improvements 5 = &
SA 63 - Castro CBD ~ Admin(strative and Corporate Operations g 3,250.00 61,750.00|15,72%
Contingancy snd Reserve SR e e T B 1,866.25 35,458.75(9.03%
0; % - - 10.00%
] 55 o o - - 10.00%
E) A - - [0.00%

47.57%]

§7.50%

4,465

43,23%]

11,133

~1.08%|

. 32%

11,66%]

-4,06%!

8.71%]

0.68%]

SA 63 -~ Castro CBD - Public Rights of Way and Sidewalk Operatio) 634,635.00 343,440.00 291,195.00 448,
SA 63 - Castro CBD - District identity and Streetscape iImproveme; 576,747.00 56,$40.00 520,107.00 4531
SA 63 - Castro CBD - Adminisirative and Corporate Operations 70,930,00 59,320.0G 11,610.00 X .
Contingency and Reserve 51,900,008 43,400.00 2,500,00 9.71%) 3,89%!
\ ol e - 0.00%] 0.00%:
0 - - - 0.00%] 0,00%;
334,23.2,00, T064;5 66,01

Toti! Budgst]
42.25%]

Project
SA 63 - Castro CBO - Public Rights of Way and Sidewalk
5A 63 - Castro C8D - District identRy and Streetscaps
SA 63 - Castro CBD - Administrative and Corporate Operations
C and Reserve

(Speclal:Ptoject Total:
Total.Designated
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BENEFIT DISTRCT

CASTRO fuPRER MaRKET

LOMMUN

CASTRO/UPPER MARKET COMMUNITY

BENEFIT DISTRICT, INC.

(A California Not-For-Profit Corporation)

FINAN CIAL STATEMENTS

JUNE 30, 2018

S TR e
accountancy corporation
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CASTRO/UPPER MARKET COMMUNITY
BENEFIT DISTRICT, INC.
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RINA accountancy cozﬁamtion
150 Past Street, Suite 200, San Francisco, CA 94108
phone: 415.777.4488  fax: 415.837.1260 1.800.RINA.CPA  web: www.tina.com

Independent Accountant's Review Report

Board of Directors
Castro/Upper Market Community Benefit District, Inc.

We have reviewed the accompanying financial statements of Castro/Upper Market Community Benefit District,
Inc. (a nonprofit organization), which comprise the statement of financial position as of June 30, 2018, and the
related statements of activities, functional expenses and cash flows for the year then ended, and the related notes
to the financial statements. A review includes primarily applying analytical procedures to management’s financial
data and making mqumes of’ management A review is substantially less in scope than an audit, the objective of
which is the expression of an opinion regarding the financial statements as a whole. Accordmgly, we do not
express such an opinion.

Management’s Respon51bility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
~ statements that are free from materjal misstatement whether due to fraud or error.

Accountant’s Responsibility

Our responsibility is to conduct the review engagement in accordance with Statements on Standards for
Accounting and Review Services promulgated by the Accounting and Review Services Committee of the AICPA.
Those standards require us to perform procedures to obtain limited assurance as a basis for reporting whether we
are aware of any material modifications that should be made to the financial statements for them to be in
" accordance with accounting principles generally accepted in the United States of America. We believe that the
results of our procedures provide a reasonable basis for our conclusion.

Accountant’s Conclusion

Based on our review, we are not aware of any material modifications that should be made to the accompanying
financial statements in order for them to be in accordance with accounting principles generally accepted in the
United States of America

AN WWMM-

Certified Public Accountants

San Francisco, California
- December 28, 2018
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CASTRO/UPPER MARKET COMMUNITY BENEFIT DISTRICT, INC.,

STATEMENT OF FINANCIAL POSITION - JUNE 30, 2018

ASSETS
CURRENT ASSETS:
Cash and cash equivalents ' $ 515211
Accounts receivable 8,399
Grants receivable 155,379
Property and equipment, at cost (net of accumulated deprecm’uon of $2,925) - 850
Prepaid expenses : 4,152
Security deposits ' 3,892
TOTAL ASSETS § 687,883
LIABILITIES AND NET ASSETS
LIABILITIES: :
Accounts payable ' $ 38317
Accrued expenses ' _ 22,162
Deferred income ' 7,610
TOTAL LIABILITIES (All Current) | 68,089
NET ASSETS:
Unrestricted net assets 64,866
Temporarily restricted net assets A 554,928
TOTAL NET ASSETS , 619,794
TOTAL LIABILITIES AND NET ASSETS § 687,883

See accompanying independent accountants' review report and notes to financial statements.

3
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CASTRO/UPPER MARKET COMMUNITY BENEFIT DISTRICT, INC.

STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2018
, Unrestricted Restricted Total
SUPPORT AND REVENUES:
Assessment revenue $ 34,083 $ 467,114 $ 501,197
Government grants - 16,500 16,500
Contributions 1,896 67,755 69,651
Affiliate member dues - 11,024 - 11,024
Foundation grants - 341,812 341,812
Interest income . , 123 - 123
Net assets released from restrictions - . 1,031,917 (1,031,917) -
TOTAL SUPPORT AND REVENUES 1,079,043 - (138,736) 940,307
EXPENSES: ‘
Program services 991,565 - 991,565
General and administrative 70,903 - 70,903
TOTAL EXPENSES 1,062,468 - 1,062,468
CHANGE IN NET ASSETS 16,575 (138,736) (122,161)
NET ASSETS, beginning of year 48,291 693,664 741,955
NET ASSETS, end of year $ 64,866 § 554,928 § 619,794

See accompanying independent accountants' review report and notes to financial statemenits.
panying P P :
4
478



6LY

CASTRO/UPPER MARKET COMMUNITY BENEFIT DISTRICT, INC.

STATEMENT OF FUNCTIONAL EXPENSES

YEAR ENDED JUNE 30, 2018

General and

Program Services Administrative
District Identity Harvey Milk
& Streetscape Public Right Plaza
Improvement of Way Redesign Total
Sidewalk cleaning $ 62,971 $ 314,932 $ - $ . - $ 377,903
Professional services ' 10,825 - 208,638 20,413 239,876
Salaries and wages 66,501 77,033 5,884 32,451 181,869
Security and public safety - 88,245 - - 88,245
Streetscape improvements 56,281 - - - 56,281
Marketing and advertising 19,757 4,709 3,234 - 27,700
Events and promotions ' 21,910 - - - 21,910
Operation expenses 8,037 7,683 100 6,033 21,853
Payroll taxes and workers' compensation 6,540 7,397 - 2,542 16,479
Rent expense ' . 5,128 9,951 32 1,061 16,172
Accounting fees ) - - - 8,250 8,250
Castro Ambassadors 2,910 - - - 2,910
Travel and meetings 1,288 547 599 44 2,478
Depreciation 216 217 - 109 542
TOTAL FUNCTIONAL EXPENSES § 262,364 $ 510,714 3 218487 3 70,903 $ 1,062,468

See accompanying independent accountants' review report and notes to firancial statements. -
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CASTRO/UPPER MARKET COMMUNITY BENEFIT DISTRICT, INC.

STATEMENT OF CASH FLOWS

YEAR ENDED JUNE 30, 2018

CASH FLOWS FROM OPERATING ACTIVITIES:
. Change in net assets
Adjustment to reconcile change in net assets to net cash used in operating activities:
Depreciation

NET CASH USED BY OPERATING ACTIVITIES BEFORE
CHANGES IN OPERATING ASSETS AND LIABILITIES

CHANGES IN OPERATING ASSETS AND LIABILITIES:
Accounts receivable
Grants receivable
Prepaid expenses -
Accounts payable
Accrued expenses and other payable
Deferred revenue

NET CASH PROVIDED BY OPERATING ASSETS AND LIABILITIES
NET CASH PROVIDED BY OPERATING ACTIVITIES
NETINCREASE IN CASH
CASH AND CASH EQUIVALENTS, beginning of year

CASH AND CASH EQUIVALENTS, end of year

$ (122,161)

543

(121,618)

378,272

(155,379)

(121)
2,058
5,415
7,610

238,755

117,137

117,137

398,074

$ 515,211

See accompanying independent accountants’ review report and notes to financial statements.
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CASTRO/UPPER MARKET COMMUNITY BENEFIT DISTRICT, INC.
NOTES TO THE FINANCIAL STATEMENTS - JUNE 30,2018

Note 1. NATURE OF ACTIVITIES:
Organization:
The Castro/Upper Market Community Benefit District, Inc. (‘Organization”) was incorporated in
California on December 7, 2005 as a non-profit public benefit corporation. Its mission is to provide
services that improve the quality of life in the neighborhood emphasizing clean, safe, beautiful streets.
It also promotes the area's economic vitality, fosters the Castro's unique district identity, and honors
its diverse history. All property owners whose parcels of land fall within the Organization's
geographic area fund the Organization through a special assessment fee, as established after a .
majority of property owrers vote and legislation adopted by the Board of Supervisors on August 2,
2005 and signed on August 8, 2005 by the Mayor of the City and County of San Francisco (the

City).

Upon formation of the district in 20035, its members (property owners) were assessed an annual

“special tax assessment levied by the City under the Property and Business Improvement District Law
of 1994. The term of the district will expire (unless renewed) on December 31, 2020. Under a contract
with the City and a Management Plan, the Organization receives these special tax assessments and, in
exchange, provides certain services to the members of the District. The services include, but are not
limited to, supplemental regular cleaning of the sidewalks and curb gufters (sweeping/steam
cleaning), graffiti removal, security, marketing, greening and landscaping services, public space
management, sponsorship of special -events and other disfrict promotional activities, and
management and corporate operations. ‘

The Castro is known across the globe as a center of the LGBT community. The international LGBT
community looks to the Castro for inspiration and leadership. In a time when gayborhoods are
disappearing across the country and globe, the Castro stands as a beacon. However, the continued
growth of the Castro's LGBT identity is critical fo its future as a cultural hub and economically vital
community. To help ensure the Castro continues to not only keep, but grow and enhance its LGBT
relevance and importance, the Castro/Upper Market Community Benefit District has funded
improvements in the public realm that enhance the districts' LGBT identity. The District has funded
rainbow striped cross walks at a critical intersection in the Castro, rainbow LED lights on Castro St.,, a
public art project based in the ideas of LGBT people finding a home in the Castro and also a history
walk. The District's newest endeavor in helping to enshrine the LGBT identity in the. Castro is a
collaborative effort with the City & County of San Francisco to reimagine and rebuild Harvey Milk
Plaza into a world class public plaza that honors Harvey Milk and the LGBT history of the Castro.

Note 2. SIGNIFICANT ACCOUNTING POLICIES:
' Basis of Accounting: |
The accompanying financial statements have been prepared on the accrual basis of accounting in
accordance with the accounting principles generally accepted in the United States of America (GAAP).

Financial statement presentation:
Professional accounting standards require that the Organization report information regarding its financial. .
position and activities according to three classes of net assets: unrestricted net assets, temporarily
restricted net assets, and permanently restricted net assets. A description of the three net asset categorles
follows:

Unrestricted net assets: ]
The portion of net assets that is not restricted by donor-imposed stipulations or restrictions.

Temporarily restricted net assets:

The portion of net assets for which use by the Orgamzatlon is limited by donor-imposed stipulations
that either expire by passage of time or can be fulfilled and removed by actions of the Organization.

7
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Note 2.

CASTRO/UPPER MARKET COMMUNITY BENEFIT DISTRICT, INC.
NOTES TO THE FINANCIAL STATEMENTS - JUNE 30,2018

SIGNIFICANT ACCOUNTING POLICIES (Contmued)
" Permanently restricted net assets: .
The portion of net assets held in perpetuity by donor—lmposed stipulations. Investment income is
available for donor stipulated purposes and is included in temporanly restricted net assets. The
Orgamzatlon has no permanently restncted net assets.

Cash and Cash Equivalents: : : :
Cash equivalents consist of highly liquid investments with an initial maturity of three months or less.
The carrying value of cash and cash equivalents approximates fair value because of'the short maturities
" of those financial instruments.

Property and Equipment:
All acquisitions of property and equipment in excess of $5,000 and all expenditures for repairs and
" maintenance, renewals, and betterments that materially prolong the useful lives of assets are capitalized.
Property and equipment are stated at cost or, if donated, at the approximate fair value at the date of
donation. Depreciation is computed using the straight-line method over the estlmated useful lives on
the property and equipment, ranging from 3 — 7 years.

Receivables: , ) .
Accounts receivable primarily consists of grants from the City and County of San Francisco that have
been awarded but for which funds have not yet been received. The Organization provides an allowance
for doubtful accounts that is based on prior year bad debt experience. No allowance was deemed
necessary at June 30, 2018. It is the Organization’s policy to charge off uncollectible accounts
receivables when management determines the receivable will not be collected.

Contribution: . :
Contributions, including unconditional promlses to give, are recogmzed as revenues in the penod the
promise is received. Conditional promises to give are not recognized until they become unconditional;
that is when the conditions on which they depend are substantially met. Contributions of assets other
than cash are recorded at their estimated fair value at the date of contribution. Contributions to be
received after one year are discounted at an appropriate rate commensurate with the risks involved.
Amortization of the discount is recorded as additional conmbutlon revenue m accordance with donor-

- imposed restrictions, if any, on the contributions.

Unrestricted contributions are recorded as-unrestricted revenue when received. All contributions are
considered to be available for unrestricted use unless specifically restricted by the donor.

All donor-restricted contributions are reported as increases in temporarily. or permanently restricted net
assets, depending on the nature of the restriction. When a restriction expires (that is, when a stipulated
time restriction ends or purpose restriction is accomplished), temporarily restricted net assets are

~ reclassified to unrestricted net assets and reported in the statement of activities as net assets released
from restrictions.

Donated services and materials:
Donated services are reflected in the financial statements at the fair value of the services received only if
the services (a) create or enhance nonfinancial assets or (b) require specialized skills, are performed by
people with those skills, and would otherwise be purchased by the Organization.

- Donated property is recognized as contribution in the accompanying financial statements at its estimated
fair market value at date of gift.
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Note 2.

CASTRO/UPPER MARKET COMMUNITY BENEFIT DISTRICT, INC.
NOTES TO THE FINANCIAL STATEMENTS - JUNE 30, 2018

SIGNIFICANT ACCOUNTING POLICIES (Continued):
Income tax status: »
The Internal Revenue Service and the California Franchise Tax Board have determined that the
- Organization is exempt from federal and state income taxes under Internal Revenue Code Section
501(c)(3) and the California Revenue and Taxation Code Section 23701(d). Accordingly, no prov1510n
has been made for such taxes in the accompanying combined financial statements.

Use of Accounting Estimates:
The preparation of financial statements in conformity with accounting principles generally accepted in
the United States requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosures of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revemies and expenses during the reporting period.
Accordingly, actual results could differ from those estimates.

Concentration of Credit Risk:
The Organization maintains its cash and money market account balances at financial institutions located
in San Francisco, California. Such balances with any one institution may, at times, be in excess of
federally insnred amounts, Risks associated with cash and cash equivalents ave mitigated by banking
with creditworthy institutions. The Organization has not experienced any losses in such accounts and -

believes it is not exposed to any significant credit risk.

Functional Allocation of Expenses:
The costs of providing various programs and other activities have been summarized on a functional
‘basisin the statement of activities. Accordingly, certain costs have been allocated among the programs
and supporting services benefited.

Recent accounting pronouncements:

In August 2016, the Financial Accounting Standards Board (FASB) issued Accounting Standards
Update (ASU) 2016-14 Not-for-Profit Entities (Topic 958) Presentation of Financial Statements of Not-
for-Profit Entities. The amendments in this update are designed to improve the current net asset
classification requirements and the information presented in financial statements and notes about a not-
for-profit entity's (NFP's) liquidity, financial performance, and cash flows. The amendments in this
Update are effective for annual financial statements issued for fiscal years beginning after December 15,
2017. Early application is permitted. Amendments should be applied on aretrospective basis in the year
the update is first applied. The Organization is currently evaluating the impact the amendments in this
ASU will have on its financial statements.

In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers (Topic 606),
requiring an entity to recognize the amount of revenue to which it expects to be entitled for the transfer
of promised goods or services to customers. The updated standard will replace most existing revenue
recégnition guidance in U.S. GAAP when it becomes effective and permits the use of either a full
retrospective or retrospective with cumulative effect transition method. Early adoption is not permitted.
The updated standard will be effective for annual reporting periods beginning after December 15,2018.
The Organization is currently evaluating the effect that the updated standard will have on its financial
statements.

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842). The new standard will supersede
much of the existing authoritative literature for leases. This guidance requires lessees, among other
things, to recognize right-of-use assets and liabilities on their Statement of Financial Position for all
leases with lease terms longer than twelve months. The standard will be. effective for non-public
business entities for fiscal years beginning after December 15, 2019 with early application permitted.
The Organization is currently evaluating the impact this guidance will have on its financial statements.
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CASTRO/UPPER MARKET COMMUNITY BENEFIT DISTRICT INC.
' NOTES TO THE FINANCIAL STATEMENTS - JUNE 30,2018

Note 2. SIGNIFICANT ACCOUNTING POLICIES (Continued):
Date of management’s review:
Management has evaluated subsequent evenfs through December 28, 2018 the date which the financial
statements were available for issue. Management has concluded that there were no other subsequent
events required to be disclosed or recognized in the financial statements. -

Note3. PROPERTY AND EQUIPMENT:
At June 30, 2018, property and equipment consisted of the following:

Computer equipment $ 2,527
- Furniture and fixtures : 1,831
$ 4,358
Less: Accumulated depreciation (3,508)
‘Net property and equipment $ 850 A

For the year ended June 30, 2018, depreciatién expense amounted to $542.

Note 4. CONCENTRATION OF SUPPORT AND REVENUE:
: The Organization received special benefit assessments under a contract with the City and County of San
Francisco, which represents approximately 53% of the Organization's total revenue.

Note 5. NET ASSETS:

Unrestricted net assets comprised the followmg at June 30, 20 18:
Unrestricted net assets $ 64,866

Temporarily restricted net assets and related act1v1ty compnse the following for the year ended June 30,

2018:
“Taly 1, Contributions ~ Released from June 30,
12017 and Income Restrictions 2018
Assessments - public right of way $ 191,796 § 326,778 $ 351,452  $ 167,122
Assessments - district identity and :
streetscape improvements 39,914 60,144 62,678 37,380
Assessments - , :
general and administration T 69,055 80,192 57,691 91,556
General donations - - 2,375 238 . 2,137
Castro Care donations - 36,520 32,171 3,836 64,855
Harvey Milk Plaza Donations - 1,056 1,056 -
Man Dance donations ' - 5,550 1,341 4,209
Pink Triangle Park donations . - 6,153 ' 6,153 -
Retail strategy donations ‘ - 20,450 5,428 15,022
OEWD - Castro Care grant 182,316 16,500 155,426 43,390
OEWD - JWP grant ) 167,234 ) - 167,234 -
OEWD - retail strategy - 6,829 - 6,829 -
Horizons Foundation HMP grant - - 341,812 212,555 129,257
Totals . $ 693,664 $ 893,181 = $ 1,031,917 § 554,928
10
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CASTRO/UPPER MARKET COMMUNITY BENEFIT DISTRICT, INC.
NOTES TO THE FINANCIAL STATEMENTS - JUNE 30,2018

Note 6. OPERATING LEASE:
The Organization conducts its operation from a facility that is Jeased under a three-year non-cancelable
operating lease originally expiring on August 31,2017 and extended for an additional three years until
August 31, 2020. Future minimum rental payments due under the lease are as follows:

For the year ending June

2019 -$ 51,074
2020 52,606
2021 8,810
Total § 112,490

Rental expense was $16,172 for the year ended June 30, 2018.

11
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' 3 City and County of San Francisco: Office of Mayor London N. Breed

] ; i l' RAN CISCO Economlc and Workforce Development: Joaquin Torres, Director

Office of Eronornic and Workforee Bevelopment

MEMO
To: Supervisor Rafael Mandelman, District 8
cc: San Francisco Board of Supervisors

From: Chris Corgas, OEWD Senior Program Manager
RE: Castro/Upper Market Community Benefit District

Date: April 8,2019

This is a memo‘summarizing the performance of the Castro/Upper Market Community Benefit District
{Castro/Upper Market CBD) and an analysis of their financial statements (based on their audit) for the
period between luly 1, 2017 and june 30, 2018.

Each year the CBD is required to submit a mid-year report, an annual report, and a CPA Financial Review
or Audit. The Castro/Upper Market CBD has complied with the submission of all these requirements.
OEWD staff, with assistance from the Controller’s Office, reviewed these financial documents to monitor
and report on whether they have complied with the rules per the Property and Business Improvement
District Law of 1994, California Streets and Highways Code Sections 36600 Et Seq.; San Francisco’s
Business and Tax Regulations Code Article 15; the Castro/Upper Market’s Community Benefit District
management contract with the City; and their Management Plan as approved by the Board of Supervisors
in 2006.

Also attached to this memo are the following documents:
1. Annual Report
a. FY2017-2018 .
2. CPA Financial Review Report
a. FY2017-2018
3. Draft resolution from the Office of Economic and Workforce Development

. (4;15)554—6969 % oewd.org
% (415)554-6018 = oewd@sfgov.org

1 Dr. Carlton B. Goodlett Place, Room 448
San Francisco, CA 94102




Background
The Castro/Upper Market Community Benefit District spans 18 blocks and contains 279 parcels.

e  August 2, 2005: the Board of Supervisors approved the establishment of the Castro/Upper Market
Community Benefit District (Resolution # 582-05).

e January 10, 2006: the Board approved the contract for the administration and management of
the Castro/Upper Market Community Benefit District (Resolution # 14-06).

s  April 10, 2018: the Board of Supervisors approved the Castro/Upper Market CBD’s Annual
Reports for Fiscal Year 2016-2017 (Resolution # 097-18).

Basic Info about the Castro Upper Market CBD

Year Established August 2005

Assessment Collection Period FY 2005-2006 to FY 2019-2020 (July 1, 2005 to June 30, 2020)
Services Start and End Date January 1, 2006 — December 31, 2020

Initial Estimated Annual Budget $413,500

Fiscal Year July 1 ~June 30

Executive Director Andrea Aiello

Name of Nonprofit Entity Castro/Upper Market Community Benefit District Corporation

The current CBD website, www.castrocbd.org, includes all the pertinent information about the
organization and their programs, a calendar of events, their Management Plan, Mid-Year Report, Annual
Report and meeting schedules.

Summary of Service Area Goals

Public Rights of Way and Sidewalk Operations {PROWSO)

Public Rights of Way and Sidewalk Operations program area includes cleaning and public realm
management services include regular sidewalk and gutter sweeping within the district boundaries,
enhanced trash emptying in public rights of way, graffiti removal within 24-48 hours, spot steam cleaning
as necessary, and maintenance of public spaces. These services are provided daily by a “Clean Team. This
program area augments its pedestrian safety initiatives with a Patrol Special officer who patrols the
neighborhood seven nights a week. PROWSO may also include removal of bulky items, tree and plant .
maintenance, greening, landscaping and beautification of public spaces, The Castro/Upper Market CBD
Management Plan calls for 63% of the budget to be spent on PROWSO.

District Identity and Street Improvements (DISI)

The District Identity and Street Improvements service includes marketing, public relatlons street
enhancements, historical markers and public art, and economic vitality related strategies in the
-Castro/Upper Market area. This program area may also sponsor events such as Halloween, Castro Street
Fair, Pink Saturday, Bear Weekend, and Folsom Street Fair. The Castro/Upper Market CBD Management
Plan allocates 12% of their funds to this service area.

Administration and Corporate Operations

The Castro/Upper Market CBD is staffed by a full-time executive director who serves as the focal point
person and advocate for the CBD. The executive director also ensures that the CBD complies with the City
contract and management plan as well as works towards organizational development issues including
long term goals of the -CBD. The executive director is in regular communication with community
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stakeholders such as the SFPD, Public Works and Recology. The Castro/Upper Market CBD Management
Plan calls for 16% of the budget to be spent on administration and corporate operations.

In FY 2017-2018 the Castro/Upper Market CBD board had ten (10} directors, represented by residents,
property owners, community organizations, and non-property owning merchants. The full board meets
on the second Thursday of each month. The five standing committees and meeting times are detailed
below:

e  Executive Committee — as needed.

e Finance Committee — as needed.

e Land Use Committee — Fourth Monday of the month.

» District Identity & Streetscape Committee — First Monday of the month.

e Services Committee — as needed.

Summary of Accomplishments, Challenges, and Delivery of Service Areas

FY 2017-2018

Public Rights of Way and Sidewalk Operations (PROWSOQ)

e 113,950 pounds of trash removed

e 8,748 instances of graffiti (3,828) or sticker {4,920) removal

e 2,389 needles removed

e 2,802 instances of bio-refuse removal

e Daily sweeping of entire district.

e Began pilot of Big Belly trash receptacle system in 5 locations in the Castro CBD

» Weeding and greenspace maintenance.

e Cleaning of Harvey Milk Plaza {upstairs/sidewalk level, sidewalk level planter beds).

= Topping off of City trash cans, and collection of street garbage, including animai/human feces,
and to a limited extent removing illegal fliers, stickers from bus stops, city signage, and lampposts.

o Continual implementation of Castro Cares

District Identity and Street Improvements (DISI) ‘

s Livel In the Castro activated Jane Warner Plaza with free weekend entertainment between May
and October, each performance brought 50-150 people in FY 17-18

s 47 live performances/events between May — December through Live! In The Castro

e Other community organizations such as SFAF, AIDS Emergency Fund, Rainbow World Fund,
Sister’s of Perpetual Indulgence use the Jane Warner Plaza on a regular basis for their own
outreach and events.

e Installation of The Seed in fall 2017, funded through an Invest In Neighborhoods grant

e November 8, 2017, 40™ Anniversary celebration of Harvey Milk’s Election to Supervisor. This
celebration included rally, music and speakers, gathering of several thousand people in the Castro,
Harvey's Halo light installation by llluminate and Billion Bubbles Salute the following weekend.

e Participated in “Friends of Harvey Milk Plaza” to reimagine the plaza and honor Harvey Milk

e Co-hosted and co-organized the annual Castro Holiday Tree lighting with the Castro Merchants

e Co-hosted and co-organized the annual Menorah lighting with the Castro Merchants

s Coordinating with SFMTA regarding the Upper Market Pedestrian Safety & Bike Safety
Improvement program

3|Page
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Castro CBD continues to maintain Harvey Milk Plaza and Jane Warner Plaza with landscaping
improvements and maintenance.

Castro Ambassadors welcomed 3,257 visitors to the Castro between May — October, Ambassadors
distribute material in six different languages.

Outreach at the Castro St. Fair

Administration and Corporate Operations

@

Began the Castro/Upper Market CBD renewal and expansion process, which must be complete by
July 2020 '

Continued to administer Castro Cares, Jane Warner Plaza, and other grants

Recruited new Board Members.

Website and social media updates.

Represent CBD in the media, at City and community functions and in the public.:

Respond to communication from property owners, merchants, and residents regarding issues
directly or indirectly related to the services provided by the CBD.

Maintain a close working relationship with the SFPD’s Mission Station, SF Public Works, SFMTA,
and Recology.

Ensured compliance with state and City CBD requirements; as well as Manageiment Agreement
with the City. ‘ o

Castro/Upper Market CBD Annual Budget Analysis

OEWD’s staff reviewed the following budget related benchmarks for the Castro/Upper Market CBD:

BENCHMARK 1: Whether the variance between the budget amounts for each service category
was within 10 percentage points from the budget identified in the Management Plan (Agreement
for the Administration of the ”Castro/Upper Market Community Benefit District”, Section 3.9 —
Budget).

BENCHMARK 2: Whether five percent {5%) of actuals came from sources other than assessment
revenue (CA Streets & Highways Code, Section 36650(B} (6); Agreement for the Administration of
the “Castro/Upper Market Community Benefit District”, Section 3.4 - Annual Reports).
BENCHMARK 3: Whether the variance between the budget amount and actual expenses within a
fiscal year was within 10 percent (Agreement for the Administration of the “Castro/Upper Market
Community Benefit District”, Section 3.9 — Budget.

BENCHMARK 4: Whether the Castro/Upper Market CBD is indicating the amount of funds to be
carried forward into the next fiscal year and designating projects to be spent in current fiscal year
(CA Streets & Highways Code, Section 36650(B)(5).

FY 2017-2018

BENCHMARK 1: Whether the variance between the budget amounts for each service category was.within
10 percentage points from the budget identified in the Management Plan.

ANALYSIS: The Castro/Upper Market CBD _met this requirement. The variance between the budget
amounts for each service category was within 10 percentage points from the budget identified in the
Management Plan. See table below. Note: This indicates the amount budged in relation to Special
Assessment dollars.
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Service Category Management % of. FY 2017- % of Variance
Plan Budget Budget 2018 Budget | Percenta
Budget ge Points
Public Rights of Way and
Sidewalk Operations plus | $260,675.00 63.04% $343,440.00 | 67.50% | +4.46%
Public Safety Services '
District Identity and : '
Streetscape $50,500.00 | 12.21% $56,640.00 11.13% | -1.08%
Improvements )
Administrative/Corporate | ¢o0 05000 | 15.72% | $59,320.00 | 11.66% | -4.06%
Operations
Contingency/Reserve $37,325.00 9.03% $49,400.00 9.71% | +0.68%
TOTAL $413,500.00 | 100% $508,800.00 | 100%

BENCHIVIARK 2: Whether five percent (5%) of actuals came from sources other than assessment revenue.

ANALYSIS: The Castro/Upper Market CBD met this requirement. Assessment revenue was 5501,197.00 or

53.30% of actuals and non-assessment revenue was 5439,110.00 or 46.70% of actuals. See table below.

Revenue Sources FY 2017-2018 % of Actuals
. Actuals

Special B'eneﬁt‘Assessments $501,197.00
Total assessment revenue $501,197.00 53.30%
Grants $358,312.00 38.11%
Donations $69,651.00 7.41%
Interest Earned. $123.00 0.01%
Total non-assessment revenue $439,110.00 46.70%
Total $940,307.00 100% |

BENCHMARK 3: Whether the variance between the budget amount and actual expenses within a fiscal

year was within 10 percentage points.

ANALYSIS: The Castro/Upper Market CBD met this requirement. See table below. Note: This indicates the

amount of Special Assessment dollars utilized in this category.

Service Category FY 2017-2018 % of FY 2017- % of | Variance
: Budget Budget 2018 Actuals | Percentage
Actuals Paints
Public Rights of Way
and Sidewalk | $343,440.00 | 67.50% | $340,428.00 | 70.25% | +2.75%
Operations plus Public
Safety Services
B 5 }“P age
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District Identity and :
Streetscape $56,640.00 11.13% | $62,278.00 | 12.85% | +1.72%
Improvements '
Administrative/Corpor
ate Operations

Contingency/Reserve | $49,400.00 9.71% $23.775.00 | 4.91% -4.80%

TOTAL $508,800.00 | 100% $484,574.00 | 100.0%

$59,320.00 11.66% | $58,093.00 | 11.99% | +0.33%

BENCHMARK 4: Whether the Castro/Upper Market CBD is indicating the amount of funds to be carried
forward into the next fiscal year and designating projects to be spent in current fiscal year.

ANALYSIS: The Castro/Upper Market CBD- met this requirement. Please note: There is a period between
when the City collects assessment payment and when the City disburses the funds to the CBD. As a result,
a CBD typically has a fund balance at the end of the fiscal year that is equal to about 6 months of their
annual budget. See table below. ‘

FY 2017-2018 Carryover Disbursement

Special Assessment Project
District 1dentity and Streetscape Improvements $167,122.00
Public Rights of Way Sidewalk Operations $37,380.00
Administrative and Corporate Operations $91,556.00
Contingency and Reserve $64,866.00

Total Special Assessment Allocation to be spent in FY 18-19 $360,924.00

Findings and Recommendations

For the fiscal year in review, the Castro/Upper Market CBD has met all of the benchmarks as defined on
page 4 of this mema.

Castro CBD continues to perform well in respect to benchmark 2 due to a variety of City grants, foundation
grants, and donations they receive throughout the year.

Castro/Upper Market CBD’s large carryover can be explained because there is a period between when the
City collects assessment payment and when the City disburses the funds to the CBD. As a result, CBD’s
typically have a fund balance equal to about 6 months of their annual budget in order to fund operation
until their next disbursement happens.

Castro CBD implemented OEWD recommendations from the previous fiscal year’s annual report.
The Castro CBD will be up for renewal in FY 2019-2020 and has begun working with OEWD on the process.

Castro CBD continues to work closely with community stakeholders on this process and’is moving forward
on schedule for their renewal.
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In FY 17-18, OEWD received reports from an outside source that the Castro CBD was in violation of the
Brown Act. Upon looking into the matter, OEWD determined that the CBD more likely that not violated
the Brown Act on the reported occasions. OEWD believes this was due to governing board turnover. The
CBD rectified the situation immediately upon being contacted by OEWD.

In order to clearly remind CBDs of their Brown Act and California Public Records Act responsibilities, OEWD
organized a training for all CBD executive directors and available board members which was presented by
the City Attorney’s Office. OEWD advised the outside reporting party of the corrective actions the CBD
had taken, the Brown Act and California Public Records Act training, and their options to further pursue
the matter under remedies provided for in the Brown Act.

Conclusion

The Castro/Upper Market CBD has performed well in implementing their service plan. The Castro/Upper
Market CBD has continued to successfully market and produce events such as Live!l in the Castro. The
Castro/Upper Market CBD has increased their opportunities in partnering with community stakeholders
and numerous municipal agencies for the implementation of the Castro Cares Project. The Castro/Upper
Market CBD has an active board of directors and committee members; and OEWD believes the
Castro/Upper Market CBD will continue to successfully carryout their mission and service plans.
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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

BOARD of SUPERVISORS

MEMORANDUM

- TO: Ben Rosenfield, City Controller, Office of the Controller
- - Joaquin Torres, Director, Office of Economic and Workforce Development

FROM: John Carroll, Assistant Clerk, Government Audit and Oversight
Committee, Board of Supervisors :

SUBJECT: LEGISLATION INTRODUCED

The Board of Supervisors’ G_ovemment Audit and Oversight Committee has received
the following proposed legislation, introduced by Supervisor Mandelman on
April 16 2019: : '

File No.. 190425

Resolution receiving and approving the annual report for the Castro/Upper
Market Community Benefit District for FY2017-2018, submitted as required
by the Property and Business Improvement District Law of 1994 (California
Streets and Highways Code, Sections 36600, et seq.), Section 36650, and
the Drstnct’s management agreement with the City, Section 3.4.

If you have any comments or reports to be included with the file, please forward them to -
me at the Board of Supervisors, City Hall, Room 244, 1 Dr. Carlton B. Goodlett Place,
San Francisco, CA 94102. o

c:  Todd Rydstrom, Office of the Controller
Ken Rich; Office of Economic and Workforce Development’
J'Wel Vaughan, Office of Economic and Workforce Development
Lisa Pagan, Office of Economic and Workforce Development
Chris Corgas, Office of Economic and Workforce Development
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Introduction Form

By 2 Member of the Board of Supervisors or Mayor "ﬂ E 9 FF% F}%’\} . ] 6 EH t I ': i 9

. : ' ‘ o ;nne stamp
I hereby submit the following item for introduction (select only one): ,

1. For reference to Committee. (An Ordinance, Resolution, Motion or Charter Amendment). =+
(] 2. Request for next printed agenda Without Reference to'Committee. ’

[_] 3. Request for hearing on a subject matter at Committee.

7] 4. Request for letter beginning :"Supervisor ' ) ~ inquiries"

[ ] 5. City Attorney Request.

[ ] 6. Call File No. S from Commlttec

[ ] 7. Budget Analyst request (attached written motion).

[ ] 8. Substitute Legislation File No.| .~

[ ] 9. Reactivate File No.

] 10. Topic submitted for Mayoral Appearance béfore the BOS on

Please check the appropriate boxes. The'propqsed legislation should be forwarded to the following:

[_]Small Business Commission [] Youth Commission | [ ]Ethics Commission
[ ]Planning Commission [_]Building Inspection Commission
Note: For the Imperative Agenda (a resoluﬁon;not on the printed agenda), use the Imperative Form.

Sponsor(s):

Supervisor Rafael Mandelman

~ Subject:

. |Castro/Upper Market Community Benefit District — FY 2017-2018

- The text is listed:

Resolution receiving and approving annual report for the Castro/Upper Market Community Benefit District for fiscal
year 2017-2018, submitted as required by the Property and Business Improvement District Law of 1994 (California
Streets and Highways Code, Sections 36600, et seq.), Sectlon 36650, and the District’s management agreement with
the City, Section 3.4. :

Signature of Sponsoring Supervisor: ()/ u N\ / '

For Clerk's Use Only : . ‘ ' { |
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