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FILE NO. 190983 RESOLUTICN NO.

[Greater Rincon Hill Community Benefit District - Name Change to The East Cut Community
Benefit District - Annual Report - FY2017-2018]

Resolution changing the name of the Greater Rincon Hill Community Benefit District to
The East Cut Community Benefit District (The East Cut CBD); receiving and approving
the annual report for The East Cut CBD for FY2017-2018, submitted as required by the
Property and Business Improvement District Law of 1994 (California Streets and
Highways Code, Sections 36600, ef seq.), Section 36650, and The East Cut CBD’s

management agreement with the City, Section 3.4.

WHEREAS, On June 9, 2015, pursuant to the Property and Business Improvement
District Law of 1994 (the “Act”), California Streets and Highways Code, Sections 36600 et

 seq., as augmented by Article 15 of the San Francisco Business and Tax Regulations Code,

the Board of Supervisors adopted Resolution No. 199-15, expressing the City’s intention to
establish the Greater Rincon Hill Community Benefit District (the “Greater Rincon Hill CBD”);
and approving a Management Plan and Engineer’s Report for said district, copies of which are
on file with the Clerk of the Board of Supervisors in File No. 150592; and

WHEREAS, On July 31, 2015, the Board of Supervisors adopted Resolution
No. 299-15 establishing the Greater Rincon Hill CBD for a period of 15 years, commencing
FY2015-2016; and

WHEREAS, On December 8, 2015, the Board of Supervisors adopted Resolution
No. 506-15, authorizing the City to enter into an agreement Wifh the Greater Rincon Hill CBD
owners' association (the “Greater Rincon Hill Association”) for the administration and
management of the Greater Rincon Hill CBD (the “Management Contract”), a copy of which is

on file with the Clerk of the Board of Supervisors in File No. 151192; and

Supervisor Haney
BOARD OF SUPERVISORS Page 1
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WHEREAS, On September 25, 2018, the Board of Supervisors approved the Greater
Rincon Hill CBD’s annual reports for FY2016-2017 in Resolution No. 316-18; and

WHEREAS, The Greater Rincon Hill Association voted on April 10, 2018, to change its
name to The East Cut Community Benefit District ("The East Cut CBD”), and is registered as
such with the State of California, and has requested that the City rename the Greater Rincon
Hill CBD accordingly;

WHEREAS, Changing the district's name to The East Cut Community Benefit District
will allow the City and County of San Francisco’s management agreement with the owners’
association to reflect the organization’s official name filed with the State of California.

WHEREAS, The East Cut CBD has submitted for the Board of Supervisors’ receipt and |
approval an annual report 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 file with the Clerk of the Board of Supervisors in

File No. , and is incorporated herein by reference as though fully set forth;

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

September 17, 2019, and documentation from The East Cut CBD for the FY2017-2018

Annual Report is on file with the Clerk of the Board of Supervisors in File No. ;;
now, therefore, be it

RESOLVED, That going forward, the Greater Rincon Hill Community Benefit District

‘shaH be known as The East Cut Community Benefit District; and, be it

FURTHER RESOLVED, That all prior acts taken in reference to the Greater Rincon Hill
CBD, including without limitation the approval of the Management Plan and Engineer’s

Report, shall apply with respect to The East Cut Community Benefit District; and, be it

Supervisor Haney
BOARD OF SUPERVISORS Page 2
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FURTHER RESOLVED, That all prior actions taken by the City in reference to The
East Cut Community Benefit District are hereby ratified; and, be it

FURTHER RESOLVED, That the Board of Supervisors hereby receives and approves
the annual report for The East Cut Community Benefit District for FY2017-2018.

Supervisor Haney
BOARD OF SUPERVISORS Page 3
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DEAR NEIGHBOR,

| am pleased to share with you the second Annual Report for
The East Cut Community Benefit District (CBD). Fiscal Year
2017-18 marked the District’s second full year of operations
and was highlighted by significant progress in meeting our
mission of fostering a clean, safe and vibrant neighborhood.

I am particularly proud of our continued efforts to improve
the condition of neighborhood sidewalks. The CBD's Clean
and Safe Team swept and steam-cleaned sidewalks, topped
overflowing trash cans, removed needles, feces, and garbage,
painted over graffiti, and identified “hot spots” for special
attention. East Cut Ambassadors assisted visitors, connected
business owners to services, and worked 24/7 to encourage
homeless individuals to seek help and shelter. Qur Security
Team patrolled seven nights a week as we remain the only
CBD in San Francisco to provide overnight security service.

One of our most successtul new initiatives was a partnership
with Downtown Streets Team {DST). DST is a Bay Area-wide
non-profit that offers homeless individuals {or those facing
homelessness) employment skills and assistance finding
housing. The CBD trained DST participants to work with our
Clean Team personnel resulting in permanent housing and
full-time positions for several individuals. We are currently
fundralsing to continue our DST partnership in 2048-19.

Our commitment to provide parks and open space took a

leap forward this year. Guy Place Mini-Park broke ground

on Rincon Hill, the CBD continued to maintain and program
Emerald Park, and we assisted with the design of Under-ramp
and Transbay Parks, two large neighborhood parks opening in
the near future. We also completed the first phase of a plan to
increase and improve sidewalk greenery.

A frenzy of building and job creation characterized our unique
neighborhood as new high-rises came online and added
thousands of residents and workers to The East Cut. The
jewel amid the towers was world-class Salesforce Park. The
reviews of the park were overwhelmingly positive and its
usage far exceeded expectations during its first six weeks of
operations. At this writing the park remains closed, but we
expect a grand reopening and continuation of the park’s rich
programming.

The CBD’s mandate includes strengthening the area’s
economic base. Besides working with real estate developers,
property managers, leasing agents, and the City to ensure

a robust business mix to serve local needs, The East Cut
executed a variety of public events to provide neighbors with
opportunities to mest and enjoy social activities close to home.
We hosted monthly arts evenings and sponsored speaker
panels and holiday gatherings.

This new year we are keeping pace with the District’s
burgeoning population and increased demand for services.
In partnership with City Planning, we will finish the public
input process for the South Downtown Design and Activation
Plan as we help shape the.neighborhood’s transit, retail, and
greenspace. We will also partner with the City to trim and
maintain the CBD’s 4,000+ trees. And of course, we will
continue our round-the-clock street maintenance and safety
program to augment the City's baseline municipal services.

| want to thank our staff and volunteers for their hard work in
2017-18 and our District property-owners for your continued
support. The changes we see around us are exciting and

the CBD will continue to put community concerns front and
center. Please be sure to contact our Dispatch center at
416.543.8223 or dispatch@theeasteut.org whenever you see
a need for street service, and sign up for our e-mait list on the
theeastcut.org website to receive invitations to public events
and other neighborhood information.
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UR STORIED NEW
NEIGHBORHOOD

In 1865, pioneer and gold-rusher Thomas Selby opened a large-scale lead smelting facility at 1st and
Howard Streets in The East Cut district. The main feature of the building was its 200-foot tall tower used
to create rifle pellets by pouring molten lead from the top of thé tower through sieves below. The shot
was classified as “B” or “BB” depénding on the size of the sieve the lead was poured through.

Selby’s Shot Tower was visible from most vantages across the city, much like today's Salesforce Tower.
Both were the visual totems of a growing city.

Thomas Selby went on to become Mayor of San Francisco in 1869 and the Shot Tower remained in
production until it was severely damaged in the 1906 earthquake and fires. Boston Properties’ Salesforce
Tower, which officially opened in-the spring of 2018, is home to San Francisco's largest private employer
and a beacon seen from miles around while symbolizing the Bay Area's tech boomn. In these two towers,
past and present come together and highlight the district’s long history of innovation.

Trwen. S.E.zek I

boesning

The East Cut neighborhood Selby chose for his business was already.
a unigue one. Shortly following the Gold Rush, the U.S. Coast Survey
mapped the city’s shoreline; which at the time started at 1st Street
north of Harrison Street and formed Yerba Buena Cove: Sea captains
and new settlers disembarked from their ships in the cove when

first arriving in San Francisco. With ro.intention of returning to their
homeland, they left the vessels and abandoned them in-the harbor,
creating a dense forast of masts; :

The Gold Rush had brought massive growth to.San Francisco.: The
population burgeoned from less than. 4,000 inhabitants in 18486
25,000at the end of 1849." By 1856 the population was almost 50,000,
I part to accommodate this influx, and also to address the high number
of abandoned ships in Yerba Buena Cove, the city allowed settlers to
claim the land underneath the ships they sank. This strategy both filled
in'the cove and created an opportunity for new residents to own some
prime real estate.: :

Cartographers in the 1960s mapped out locations of the sunken ships
buried in landfill underneath what is today known as the Financial
District and The East Cut. In 2005, construction crews working on
Tishman Speyer’s Infinity condominiums discovered the Candace, a
19th-century whaling ship that had found:its last anchorage under the
growing city.

From Yerba Buéna Cove during the Gold Rush to: The East Cut today,
our fieighborhood is where settlers fromall parts of the world have
come to stay. :

The BURIED SHIPS of YERBA BUENA COVE

A ,‘;‘ ity
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HIGHLIGHTS
& ACCOMPLISH

Fiscal Year 2017-18 was the second full vear of The East Cut CBD's operations, Below are a few highlights
from across the CBD's program areas;

The core function of the CBD |s to enstire that public rights-of-way inthe district are clean, safe, and
weleoming, With a vear of implementation under our belts, we expanded our cleaning service hours,
improved our nighttime sidewalk pressure washing, and became the first GBD to join the Vision Zero
Coalition, committed (o Improving pedestrian and [caffic safely on our streets.

More examples of our year's activities include:

Launched a parinership with the Downtown Streets Team (DST) to provide daily work
experience, and a stipend, to individuals facing homelessness and housing instability; ultimately
hired three DST members full-ttrne to The East Cut street services tearn and saw two get
housing. ~

Collaborated with the Mayor's Fix-it Team {o address over 100 public realm maintenance Issues.
{neluding stiiping crosswalks. replacing lights. and repairing curbs.

Joined a national pilot program to provide sidewalt receptacles for cigarette butts and collect
and recycle the debris.

Patrolled overnight to deter crime antl respond to security issues and coordinated with SEPD

when needed to resolve unsale situations.

- Regularly convened City agencies and the Transbay Joint Powers Authority, with the suppart of

Supervisor Jane Kim's office. to ensure a successful opening of Salestorce Transit Center,

The East Cut CBD initiated a humber of programs to improve
and advocate for district open space. We co-hosted the South
Downtown Desion and Activation (SODA) Plan to ensure that
neighborhood residents and businesses | Had a voice in the
development and programming of parks and the pubhc realm. The
GBD also:

o Contmued to maintain and program Emerald Park. the only
public park currently open in the district. :

®  Partnered with California College of the Arts and the San
Francisco Planning Department to‘generate design proposals for
the Spear Street cul-de-sac. The studio created four concepts
and displaved the prototypes at a cul-de-sac block party.
Worked with Public Works to plar safety lighting and aesthetic
improvements to the Beale Street Stairs that connect Beale to.
Harrison Street.
Worked with SF Recreation and Parks to begm construction of
Guy-Place Mini Park.
Transformed a parking space into a patk on mternatlonal
Parkling) day and Halloween:
Maintaitied district strest trees along 1st and Folsom Streets
and continued to coordinate with SF Public Works on the csty s
Proposition E-funded tree prining.
Collaborated with OCll and its Citizens Advisory. Commnttee to
complete the design of Under-ramp Park. When constructed it
will house The East Cut's Serwces team.

The CBD expanded its programs to reinforce the neighborhood’s
ecoriomic base by promoting local businesses, producing pop-up
events to provide opportunities to gather and build community, and
introducing the public to The East Cut CBD's services. The CBD:

@ Launched monthly Friday night programming in a variety of -
vacant retail spaces to demonstrate the demand and need for
active ground floors.

Unvelled light pole banners across the district to h:gh!xght the
history and significanice of our corner of San Francisco.
Introdticed the CBD to the San Francisco Public Relations
‘Roundtable, San Francisco Hotel Councll Board of Directors,
SFE Travel, and San Francisco Association of Realtors to raise
awareness of the city’s fastest-growing neighborhood and
combine efforts to promote business and recreation in the
neighborhood.

Cossponsored the second City Hall Day of Advocacy with the
San Francisco Chamber of Commerce to ensure the district
continues to recelve the city’s attention. ‘
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Sorices rew provides dally cleatin g and beautiﬁcatlow
sidewalksiveeping, power washing, grafitt abatement,
topping off City trash cans, weeding tree basiis and
sidewdlk cracks, and cuot-cleaning hedith hazarde.
Cleaning services are provided every ddy from 6am to
1 SOpm.

More than 100,000 resrdents. emplovees and

'vysuto move throtigh The East Cul district every day To

enstire asate enviraidont, we are the only districtin the
City toafter 24/7 noighborhioad seclinity. Our patiol teaims

_cover the antire GBD o deter critme arid cornnttnicate with

pilvate bullding sectrity personnal and SFPD for effectwe.

_ coordinated action:

GEC Along with our oledn and safe

teams: the CBD felds comnitinity goidss who offer

assistarice and directions to locals and visitors, Overating
as the “eyes and ears” of The East Cut from am o
11:30pm, otir glildes connect individuals With services,
tespond compassionately to calls for liomeless outreach,
and enstire that the district operates smoothly

REENGEAC E 1he CRD helps plan and
mam’ralns pubhc parks, rain gardens, sidewalk landscaning
and trees. Io partnership witlt TJPA thedisirict also
oversees maintenance and prograrirning of Salesforce
Park. And while awalting construction of additionsl park
spaces, the GRD works to hiohlight and activate privately-
owned pliblic open spaces (POPOSY for the enioyment of
district residents, workers aiid visitors,

The East Cut CBD hosts
a monthly series of arts and cultural events in resporise
to cominunity detmand for neighborhood activities: These

~ events are open 1o anvone and provide sacialand business

connections for dll East Cut stakeholdacs,

1 We proniote The East Gut CRD'S services
and events thiough otie district newsletters, social inedia,
weabsite and dxstm,t wide street banner campaign.







LOOKING
FORWARD

This year, The East Cut CBD is working to finalize the City’s
SODA Plan to improve trarisit options and pedestrian safety in
the district, ensure neighborhood needs for green spaces and
public plazas are met, and bring resources and attention to
the partictlar challenges faced by our dense; urban, high-rise
neighborhood.

We've already received over 1,000 comments through

the SODA community engagement process and are
implementing some of those ideas. For example, we know
that more parks and dog spaces are needed to create
comfortable places to relax and play in our towering district.
Guy Place Mini Park on Rincon Hill will be one small spot that
combines both - a place of respite under a tree canopy and a
testing ground for a curbside dog area.

The CBD also looks forward to the reopening of Salesforce
Transit Center and the glorious park atop it. Salesforce

Park unquestionably enriched the East Cut and we look
forward to it claiming its central place in our district, We
will work closely with TIPA to maintain its greenery and plan
community events and activities for park visitors of all ages.

This year we will see the final design of Under-ramp Park
complsted, which will include a'generous dog run and play
space.” We also will kick off the design for Transbay Park,
located in the middle of what is now the Trarisbay Temporary
Terminal site. The CBD will be maintaining and programming
both of these large public parks to serve the district with a
rangé of activities and create opportunities to gatherand
relax.

fn 2018-19, The East Cut CBD will continue its partriership
with the Downtown Streets Team to help employ and hotise
those most in need. Funded entirely with non-assessment
funds, this program is improving the cleantiness of our
sidewalks while providing new opportunities for individuals
facing housing instability. We are grateful to the district
residents and ¢orporations who havé stepped up to

support the program. We could not do this without you.
(Contributions to DST can be made via the CBD's website at
theeastcut.org/donate.)

The East Cut CBD is a community comprised of diverse
constituents across the district: We ook forward to

continuing to foster a cleaner, safer, and more beautiful
environment for residents, workers, business operators, and
visitors. We wilf continlie to advocate for the City's fastest-
growing, densest neighborhood to be livable, econormically
vibrant, and supported by outstanding openspace amid the
high-tise pinnacles of San Francisco's new downtown core.




BUDGET

JULY 2017 — JUNE 2018 ACTUALS

BALANCE SHEET

JULY 2018 — JUNE 2019 BUDGET

INCOME ACTUALS BUDGET OVER / (UNDER) BUDGET INCOME
Assessments $ 3,287,636.00 $ 3,280,000.00 $ (2,384.00) . 2340% Assessments $ 3,838,000.00
Fundraising/In-Kind $ 94,494.00 $ 67,650.00 $ 26,844.00 : Fundraising/in-Kind $  255,000.00
Interest & Penalty Income $ 23,825.00 $ 9,250.00 $ 14,575.00 Interest Incoma $ 14,200.00
TOTAL INCOME $ 3,405,955.00 $ 3,366,900.00 $ 39,055.00 Camyover Used $  450,070.00
TOTALINCOME $ 4,535,170.00
EXPENSES ACTUALS BUDGET OVER / (UNDER) BUDGET .
4670% S008% HE. 01
Public Safety $ 1,056,530.00 $ 1,068,427.00 $ (41,897.00) i
Cleaning & Maintenance $  717,663.00 $ 806,432.00 $ (88,769.00) @ Public Safety 2320%
Parks & Greenspace ¢ 4,183,517.00 $ 1,458,961.00 $ (305,444.00) ® Cleaning
Econoric Development $  171,733.00 $  226,208.00 $  (54,475.00) & Maintenance 20.08%
i . 57, , . ® Parks
Management & Operations ¢  268,080.00 $  288,957.00 $ (20,877.00) & Groenspace 16.70%
TOTAL EXPENSE $ 3,367,523.00 $ 3,848,985.00 $ (481,462.00) . Communications
& Development 3.68%
Management
& Operations 8.46%
BALANCE SHEET . DISBURSEMENT
o
ASSETS CARRYOVER AS OF 6.30.18 BUOGETED FOR Y1819 BUDGETED FOR FUTURE YEARS
Cash in Bank $ 2,345,066.00 Public Safety $ 725,827.00 $ 65,240.00 $ 660,587.00
Accounts Receivable, Net $ 47,473.00 Cleaning & Maintenance $  410,426.00 $ 136,754.00 $  273,672.00
Investments $ 4,025,467.00 Parks & Greenspace $  880,151.00 $ 149,706,00 $  730,445,00
Capital Assets $ 24,279,00 Communications & Development $ 425,657.00 $ 48,484,00 $ 77,473.00
O i 89,457.00 0,786.00 8,671.00
TOTAL ASSETS ¢ 3.441.975.00 Management & Operations $ 7 $ 3 $ 58,671, 01
TOTAL $ 2,231,518.00 $ 430,970.00 $ 1,800,548.00
LIABILITIES
TOTAL LIARILITIES $ 1,210,457.00
TOTAL NET ASSETS (CARRYOVER) $ 2,234,518,00

TOTAL LIABILITIES & NET ASSETS $ 3,441,975.00




ASSESSMENT
METHODOLOGY
& CALCULATION

Each property within the CBD's boundaries pays a special

assessment proportional to its share of the cost of the three steps:
district’s services. The assessment is based on a formula that

determines the property’s special benefit.

EXAMPLES: For land uses more than
500 feet from Salesforce Park (excluding
affordable housing and non-profit

uses) with a 40,000 square foot lot

and 100,000 square foot building, the
calculation is:

FY201718
(10,000 «
anral ¥

L0.08830 = 59,713

FY2018/9
(1,000 - 100,00

An individual parcel’s annual assessment can be calculated in

1. Determine the parcel’s land use and proximity to Salesforce
Park to find out the assessment rate.

2. Add parcel lot square footage plus building square footage.
3. Multiply by the appropriate assessment rate.

(PARCEL LOT SQUARE FOOTAGE + BUILDING SQUARE FOOTAGE) X

ASSESSMENT RATE =

Altfand uses within 500 feet of
Salesforce Park, excluding commercial
properties adjacent to the park:

FY2017/18
(10,000 -+ 400,000 2
Anria Parce

et

FY2018/19

Commercial buildings adjacent to
Salesforce Park:

FY2017/18
{10.000 - 100,
anneat par(‘!‘i

FY2018/19
(10,000 -+ 100.000]

ANNUAL PARCEL ASSESSMENT

Commercial buildings adjacent to
Salesforce Park and with a connecting
bridge:

FY2017/18
{70,000 5 1

FY2018/48
£10.000 + 100,000) % 60,207
anntal parcel &

Aftordable housing and non-profit uses
more than 500 feet from Salesforce
Park:

FY2017/18
(10,600 + 100,000) x $0.06623 = $7.285
anntial P

FY2018/19
(10,000 + 100,000} x $0.06262 = $8,888
annwied parcel

A"
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MARCUM

ACCOUNTANTS » ADVISORS

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors of
The East Cut Community Benefit District

Report on the Financial Statements

We have audited the accompanying financial statements of The East Cut Community Benefit
District, which comprise the statements of financial position as of June 30, 2018 and 2017, and
the related statements of activities and changes in net assets, functional expenses, and cash flows
for the years then ended, and the related notes to the financial statements.

Management’s Responsibility 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 material misstatement,
whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors’
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

MARCUMGROUP

MEMBER

Marcum LLP = One Montgomery Street = Suite 1700 = San Francisco, California 94104 = Phene 415.432.6200 = Fax 415.432.6201 = marcumlip.com



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of The East Cut Community Benefit District as of June 30, 2018 and 2017,
and the changes in its net assets and its cash flows for the years then ended in accordance with
accounting principles generally accepted in the United States of America.

Moreun LLP

San Francisco, California
December 3, 2018



THE EAST CUT COMMUNITY BENEFIT DISTRICT

STATEMENTS OF FINANCIAL POSITION

JUNE 30, 2018 AND 2017

Assets
Cash and cash equivalents
Assessments receivable, net
Other receivable

Cash held for long term investments

Investments
Capital assets, net

Total Assets

Liabilities and Net Assets

Liabilities
Accounts payable and accrued expenses

Total Liabilities !

Net Assets Unrestricted

Total Liabilities and Net Assets

2018 2017
2,345,066 814,501
34,411 40,306
13,062 8,671
790,988 563,576
234,169 1,199,141
24,279 45210
3,441,975 2,671,405
1,210,457 478,319
1,210,457 478,319
2,231,518 2,193,086
3,441,975 2,671,405

The accompanying notes are an integral part of these financial statements.
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THE EAST CUT COMMUNITY BENEFIT DISTRICT

STATEMENTS OF ACTIVITIES AND CHANGES IN NET ASSETS

FOR THE YEARS ENDED JUNE 30,2018 AND 2017

Revenue, Gains, and Other Support
Assessment revenue
Contributions

In-kind contributions
Interest and other income

Total Revenue, Gains, and Other Support

Expenses
Program services
Supporting services:
Management and administrative

Total Expenses

Change in Net Assets

Net Assets - Beginning

Net Assets - Ending

2018 2017
3,287,636 $§ 2,422,765
44,711 10,666
49,783 49,765
23,825 11,815
3,405,955 2,495,011
3,099,443 1,985,048
268,080 252,829
3,367,523 2,237,877
38,432 257,134
2,193,086 1,935,952
2,231,518  § 2,193,086

The accompanying notes are an integral part of these financial statements.
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THE EAST CUT COMMUNITY BENEFIT DISTRICT

STATEMENTS OF FUNCTIONAL EXPENSES

FOR THE YEAR ENDED JUNE 30, 2018

Program Services Supporting Services
Management
Cleaning & Communication Parks and Green and
Public Safety Maintenance & Activation Space Total Administration Fundraising Total
Management personnel expenses $ 57,531 § 57816 $ 97,614 § 119,426  §$ 332,387 $ 125,159 § - 3 457,546
Contract services ' 917,808 600,342 246 874,628 2,393,024 502 - 2,393,526
Accounting and audit ' - - - - - 53,388 - 53,388
Legal fees 6,117 4,357 764 13,040 24,278 30,065 - 54,343
General consulting 13,160 © 8,580 39,473 19,296 80,509 6,581 - 87,090
Rent and utilities 26,408 17,028 2,135 35,378 80,949 6,855 = 87,804
Office equipment rental 552 352 46 755 1,705 146 - 1,851
Office equipment and supplies 3,689 3,921 1,728 188 9,526 15,249 - 24,775
Insurance - liability 3,643 2,323 300 4,977 11,243 964 - 12,207
Dues and subscriptions -— - - - -- 3,105 - 3,105
Conference, convention, and meeting 220 241 - 43 130 634 795 - 1,429
Bank fees -- -- -- - -- 448 -- 448
Payroll fees 688 691 1,167 1,428 3,974 1,496 - 5,470
Marketing and branding 18,937 13,736 17,725 30,887 81,285 77 - 81,362
Community events 1,205 1,398 3,251 23,911 29,765 1,016 - 30,781
In-kind goods 5,447 6,161 7,149 27,937 46,694 3,089 -- 49,783
Depreciation 1,125 717 92 1,536 3,470 19,145 - 22,615
Total $ 1,056,530 $ 717,663 § 171,733  $ 1,153,517 $§ 3,099443 § 268,080 $ - § 3367523

The accompanying notes are an integral part of these financial statements.
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THE EAST CUT COMMUNITY BENEFIT DISTRICT
STATEMENTS OF FUNCTIONAL EXPENSES

FOR THE YEAR ENDED JUNE 30, 2017

Management personne! expenses
Contract services

Marketing and branding

General consulting

Legal fees

Accounting and audit

Rent and utilities

Office equipment rental

Travel and meetings

Community events

Insurance - liability

Office equipment and supplies
Dues and subscriptions
Conference, convention, and meeting
Start up costs

In-kind goods

In-kind services

Payroll fees

Bank fees

Total

Program Services

Supporting Services

Management
Cleaning & Communication Parks and Green and
Public Safety Maintenance & Activation Space Total Administration Fundraising Total
$ 60,265 $ 65,049 $ 64,928 $ 48,646 $ 238,888 § 131,213 - $ 370,101
822,122 514,337 -- 48,790 1,385,249 - pe 1,385,249
-- - 151,497 - 151,497 o - 151,497
-- - - 900 900 5,481 - 6,381
12,377 13,219 3,909 2,944 32,449 19,954 - 52,403
- o - - - 36,356 -- 36,356
29,513 18,822 2,399 17,981 68,715 7,706 - 76,421
e - - -~ -- 6,793 -- 6,793
-- o - 486 486 -~ -- 486
3,333 3,333 17,905 33,585 58,156 - e 58,156
- - -- - -- 12,378 - 12,378
7,814 4,558 2,295 2,916 17,583 3,064 -- 20,647
-- - - e - 1,653 -- 1,653
- -- -- -~ - 1,747 -- 1,747
- - - -- -- 14,010 - 14,010
- -- 5,350 3,000 8,350 5,877 o 14,227
-- -- 22,775 - 22,775 - - 22,775
-- o - - - 5,147 -- 5,147
-- - - - - 1,450 -~ 1,450
$ 935424 $ 619,318 § 271,058 § 159,248 $ 1,985,048 $ 252,829 -- $2,237,877

The accompanying notes are an integral part of these financial statements.
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THE EAST CUT COMMUNITY BENEFIT DISTRICT

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED JUNE 30, 2018 AND 2017

2017

2018
Cash Flows From Operating Activities
Change in net assets $ 38,432 § 257,134
Adjustments to reconcile change in net assets to net cash
provided by operating activities:
Depreciation 22,615 -
Changes in operating assets and liabilities:
Assessments receivable 5,895 9,479
Other receivable (4,391) (8,671)
Accounts payable and accrued expenses 732,138 350,119
Net Cash Provided by Operating Activities 794,689 608,061
Cash Flows From Investing Activities
Purchase of investments (2,000,000) (599,141)
Redemption of investment 2,964,972 -
Purchase of capital assets (1,684) (42,035)
Net Cash Used in Investing Activities 963,288 (641,176)
Net Increase (Decrease) in Cash and Cash Equivalents 1,757,977 (33,115)
Cash and Cash Equivalents - Beginning 1,378,077 1,411,192
Cash and Cash Equivalents - Ending $ 3,136,054 $ 1,378,077
Balance Sheet Presentation
Cash and cash equivalents $ 2,345,066 $ 814,501
Cash held for long-term investment 790,988 563,576
$ 3,136,054 $§ 1,378,077

The accompanying notes are an integral part of these financial statements.
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THE EAST CUT COMMUNITY BENEFIT DISTRICT
NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED JUNE 30, 2018 AND 2017

NOTE 1 - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
PURPOSE AND ORGANIZATION

The East Cut Community Benefit District (“ECCBD”) is a nonprofit 501(c)(3) community-
based organization. ECCBD was formed in 2015 and began operations in 2016. The
property owners of the catchment area formed ECCBD to improve the quality of life in the
area by making the area cleaner, safer, and more vibrant. ECCBD has a contract with the
City and County of San Francisco (the “City”) for a term of 15 years, expiring on June 30,
2030. ECCBD is generally 57 whole or partial blocks from approximately the east side of
Second Street to the west side of the Embarcadero and from the north side of Mission Street
to the north side of Harrison (the “District™). During the year ended June 30, 2017, ECCBD
changed its legal name and was formerly known as The Greater Rincon Hill Association
dba Greater Rincon Hill Community Benefit District.

ECCBD exists to implement programs to create a neighborhood that is safer, cleaner,
greener and a better place to conduct business and live. These programs and services are
funded by district property owners in the Rincon Hill and Transbay neighborhoods.

ECCBD’s mission statement is as follows:

The East Cut Community Benefit District will advance the quality of life for residents,
workers, and visitors in the District by fostering a safer and more secure community,
enhancing environmental quality and beauty, and reinforcing the viability of the area’s
economic base.

Programs and services provided by ECCBD include:

e Public Safety — The daytime security Community Guides will monitor street
conditions, provide crime deterrence, and evaluate quality of life issues. Community
Guides may patrol the District on foot or bicycle, depending on pedestrian traffic from
6:00am to 8:00pm, daily.

Nighttime security will be provided by private neighborhood security patrol working
throughout the District as a deterrence to quality of life crimes, and connects to the San
Francisco Police Department for more serious matters. They will be providing crime
deterrence and enforcement from 4:00pm to 7:00am, daily.

e Clean Team — The Clean Team works to improve the appearance and cleanliness of the
district daily from 6:00am to 8:00pm. The Clean Team steams clean all sidewalks in the
district once a month, work daily on sidewalk sweeping and trash can topping. They
also remove graffiti on an on-call basis, daily.



THE EAST CUT COMMUNITY BENEFIT DISTRICT
NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED JUNE 30, 2018 AND 2017

NOTE 1 - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

PURPOSE AND ORGANIZATION (CONTINUED)

Dispatch — All ECCBD clean and safe services are accessed through a neighborhood
dispatch system available from 7:00am to 11:00pm on Sunday through Thursday and 24
hours a day Friday and Saturday.

Parks and Greenspace — The Parks and Greenspace program includes irrigation
systems management and repair; pest control; tree, shrub, and ground maintenance;
gardening/weeding; arborist and horticultural consultation; seasonal fire fuel reduction;
trash off-haul; pavement and pathway repairs/care; small capital improvements such as
replacement of plant materials, fixtures, furniture, and equipment; emergency repair
projects. Projects that the ECCBD is involved in are; Guy Place Park, Under-Ramp
Park and Essex Hillside (beginning 2017); Transbay Park (beginning 2019); Parklets,
and District street trees and a portion of maintenance and operations for City Park (in
2018); and Park utilities (water and electric).

Communication and Development — The Communication and Development
program’s mission is to communicate the changes taking place in ECCBD and reinforce
the public’s positive perception of the District’s parcels. A professionally-managed
communication and development program will be created. This program will include
newsletters, marketing materials, website development, property owner and merchant
outreach programs, community liaison activities, special events, business retention and
recruitment, media relations, advertising, property manager outreach, and property
database development and updated. :

BASIS OF ACCOUNTING

ECCBD prepares its financial statements in accordance with accounting principles
generally accepted in the United States of America (“U.S. GAAP”), which involves the
application of accrual accounting; consequently, revenues and gains are recognized when
earned, and expenses and losses are recognized when incurred, regardless of the timing of
cash flows. '

CLASSIFICATION OF NET ASSETS

U.S. GAAP requires that ECCBD report information regarding its financial position and

- activities according to three classes of net assets: unrestricted, temporarily restricted, and
permanently restricted. Accordingly, the net assets of ECCBD are classified and reported as
described below: 4



THE EAST CUT COMMUNITY BENEFIT DISTRICT
NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED JUNE 30,2018 AND 2017

NOTE 1 - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

CLASSIFICATION OF NET ASSETS (CONTINUED)

Unrestricted: Those net assets and activities which represent the portion of expendable
funds that are available to support ECCBD’s operations. A portion of these net assets may
be designated by the Board of Directors for specific purposes.

Temporarily Restricted: Those net assets and activities which are donor-restricted for (a)
support of specific operating activities; (b) investment for a specified term; (¢) use in a
specified future period; or (d) acquisition of long-lived assets.

Permanently Restricted: Those net assets and activities which are permanently donor-
restricted for holdings of (a) assets donated with stipulations that they be used for a
specified purpose, be preserved, and not be sold; or (b) assets donated with stipulations that
they be invested to provide a permanent source of income.

As of June 30, 2018 and 2017, the ECCBD did not have any net assets meeting the
definition of temporarily or permanently restricted.

FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair value is defined as the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement date. The
carrying amounts of cash and cash equivalents, receivables, and accounts payable
approximate fair value because of the short maturity of these instruments.

ESTIMATES

The preparation of financial statements in conformity with U.S. GAAP requires
management to make estimates and assumptions that affect the reported amounts of assets
and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates.

CASH AND CASH EQUIVALENTS

ECCBD considers all highly liquid investments with a maturity of three months or less
when purchased to be cash equivalents.

10



THE EAST CUT COMMUNITY BENEFIT DISTRICT
NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED JUNE 30, 2018 AND 2017

NOTE 1 - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
ASSESSMENTS RECEIVABLE

Assessments receivable represents obligations of local property owners due to ECCBD.
Unpaid receivables do not accrue interest.

ECCBD uses the allowance method to account for uncollectible assessments. The
allowance for uncollectible assessments receivable reflects management’s best estimate of
the amounts that will not be collected based on an evaluation of the outstanding receivables.
As of June 30, 2018 and 2017, management believes all assessments will be collected, and
therefore, an allowance for uncollectible assessments was not needed.

CERTIFICATES OF DEPOSIT
The ECCBD certificates of deposit are valued at fair value based upon quoted prices.
CAPITAL ASSETS

ECCBD capitalizes acquisitions of capital assets with a cost or value in excess of $1,000
and an estimated useful life beyond one year. Purchased assets are recorded at cost and
donated assets are recorded at estimated fair value or appraised value at the date of
acquisition. Depreciation on furniture and equipment is calculated using the straight-li