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FILENO. 191137 . " ORDINANGE NO.

[Settlement of Lawsuit - Academy of Art University -.City to Receive $57,960,000]

Ordinance authorizing setﬂementof the lawsuit filed by the City and Courity of San -
Francisco and the People of the State of California against the Stephens lnstrtu’ce

and 23 of its afﬁhated [imited lxabxllty companies (collectively “Academy”) that owned
properties in San Francisco, in People v. Stephéns Institute, et. al, San Francisco
Soperior Court Number CGC-1»6~551832; the lawsuit alleged that the Academy had
violaied the City’s Adminisfrative Code, Pla‘nnfng Code, and Building Cod_e, and the
S’cate Unfair Compeﬁtion Law, Business and ProfeSsions ‘Code, Section 17200 et sed ;
under the settlement, the Academy agrees to: bring its exnstxng uses into comphance
with the Planning Code; relocate existing uses or change uses in bu;ldmgs in

accordance with applicable laws in those Ilmlted mstances where the Planning

- Department has determined that legalization is not'appropriate; compehsate the People

and the City for alleged past \}iolations by paying‘approximafely $58,000,000 including
providiog affordable housing public beneﬁts to the City in the alﬁount of $37,600,QOO

and a péyment of approximately $8,200,000 to‘ the City’s Small Sites Fund; and work .
cooperatively with the City in planning for future growth in a manner that accounts for

the urban nature of the Academy’s campus, without adversely impacting the City’s

" affordable or rent-controlled housing stock, or burdening its transportation system,

including, as a part of that plan, building new housing, or converﬂng e_xisﬁrig buildings,

for its students on property that is zoned for such uee._

Be it ordained by the People of the City and County of San Frano[soo
Section 1. Pursuan’c to Charter Section 6.102(5), the Board of Superwsors hereby

authorizes the Ci ity Attorney to settle the action entitled People v. Stephens /nsflz‘uz‘e, et

City Atforney . . )
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al, (,San.Franoisoo Superior Court Number CGC-18-551832). Under the terms of the
settlement agreement, the Stephens lnstitu{e and its affiliated limited liability companies
(collectively, “Academy”), controlled by the Stephens family, will pay a total of $57.96 million.
to the City. That payment consists Qf (1) a $37.6 million affordable heusing public benefit ’
payment, and (2) a $20.36 million settlement payment that includes approximately $8.2 million
for the City’s Small Sites Fund. The Academy will withdraw nine prbperties from Academy of
Art University use, and the Academy will comply with specific conditions of approval to bring
34 remaining p.roperties into compliance with City‘codes, including work fo restore 12 his;coric
buildings. The Stephens Institute will commit going forward to abmetering formLﬁa to provide
housing for an agreed percentage of its full-time on campus students, and will commit going
forward not to convert any structures currently used or occupied as housing or for which the
last legal use was residential. The Aoademy will also commit going forward to giving the City
30 days’ prior notice of ény proposed change in use, new construction or accjuisiﬁon before it

submits an application for approval, and to a consulitation process with the City. Under the

- settlement, the Academy also agrees to bring its existing uses into compliance with the ‘

Planning Code; relocate existing uses or change uses in buildings in accordance with
applicable laws in those limited instances where the Planning Department has determined

that legalization is not appropriate; and work cooperatively with the City in planning for future

growth in'a manner that accounts for the urban nature of the Academy’s Carhpus, without

adversely impacting the City’é affordable or rent-controlled.housing stock, or burdening its
tranéportation system, including, as a part of that plan, building new housing, or converting

existing buildings, for its students on property that is zoned for such use. The Academy

~ further agrees the City can enforce the Academy’s obligations to bring properties into

compliance, withdraw uses, abide by the student housing metering requirements and comply

with City codes going forward through a Consent Judgemeht and Stipu-lat'ed Injunction, so that

City Attorney
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the City has ready access to the courts to pursue enforcement.

Section 2. The above-named action was filed in the San Francisco Superior Court on
May 6, 2016, and the following parties were named in the lawsuit: Plaintiffs City and County ‘
of San‘Francisco and People of the State of Ca!ifomia; Defendants Stephens Institute, dba
Academy of Art University, a California corporation; 2300 Stockton Street, LLC, a Delaware
limited liability company; 1916 Octavia Street, LLC, a Delaware limited liability company; 1153
Bush Street, LLC a Delaware limited liability company; 2209 Van Ness Avenue, LLC,Fa ‘
Delaware limited liability company; 1835 Van Ness Avenue, LLC, a Delaware I.imited liability
company; 1080 Bush Street, LLC, a Delaware limitad liability company; 1069 Pine Street,
LLC, a Delaware limited liability company; 1055 Pine Strfe.et, LLC, a DelaWare limited ﬁabiﬁty
aompany; 60 F'ede_ral Street, LLC, a Delaware limited liability company; 491 P'Iost‘Street, LLC,'
a Delawara limited liability company; 701 Chestnut Street, LLC, a Delaware limited liability |
company;, 860 Sutter Street, LLC, a Delaware limifted Iiabilify oompany';'S/F 466 Townsd, LLC,
a Delaware limited liability oompany; 620 RSSE, LLC, a Delaware limited liability company;
2151 Van Ness Avenue, LLC, a Delaware limited liability company; 2211 Van Ness Avenue,
LLC, a Delaware limited liability company; 825 Sutter Street, LLC, a Delaware limited liability
company; 601 Brannan Street, LLC, a Délaware limited liability Company;_ 1727 LOMBARD I,

LLC, a Delaware limited liability company; 2225 Jerrold Avenue, LLC, a Delaware limited

liability company; 460 Townsend Street, LLC, a Delaware limited liability company; 950 Van
Ness Avenue, LLC, a Delaware limited habmty, and 2801 Leavenworth-Cannery; LLC, a

Delaware limited hab[hty Company
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Sec’uon 3. The approval of this ordinance is contmgent on the Board of Supervnsors

1

2 approval of the companion ordinance approvmg the development agreement, in Board of
3 Supervisors File No. _191125

4

51 APPROVED AS TO FORM AND RECOMMENDED
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~ KATE HERRMANN STACY
Deputy C!’Ey\ ’ftomey
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LEGISLAT!ON REGEIVED CHECKLIST

Date _ .// /;' ' File Number (if applicable) / 9157

; Leglsla’uon for Introduction (NEW): L Lenglatlé Q ﬁdﬁ " Ugfér VISORS
L Legislation Pending in Committee (AMENDED) B~ b b Committ, e) {k ;n‘ LC1S 00
[ 1 Legislation for Board Agenda (AMENDED) B > Deputy Clerk

i - U H ¥
Supervisor, Mayor, and Departmental Submlttals w“”" g AU '52‘.’
Grant Ordinance- '

‘[ 1 Legislation: Original, 1 hard copy, and 1 electronic copy in Word format s
[ 1 Signature:.. Department Head, Mayor or the Mayor’s designee, plus the Controller
[ 1 Supporting documents: 1 qu set, and.separate pdf copies of each in-email
[ ] Cover letter (original) - I ' ' -
" [ ] Grant budget/application
[ 1 Grant information formy, including signed disability checklist
[ ] Letter of Intent or grant award letter from funding agency
[ 1 Contract, Leases/Agreements (if applicable)
[ T Ethics Form 126 (if applicable) in Word format
[.1 Other support documents as identified in the cover letter and legislation.
[1] E-Copy of leglslatlonlsupportmg documents: Sent to BOS. Legislation@sfgov.org

Ordinapce

Legislation: Original,1 hard copy, and 1 electronic copy in Word format
: \»ngnature. City Attorney (For Settlement of Lawsuits - City Attorney, Department
@ Head, Controller, Commission Secretary)

?F]':Supportmg documents: 1 full set, and separate pdf copies of each in email -
1< Cover letter (original)
- Settlement Report/Agreement (for settiements)
[ ] Other support documents as identified in the cover letter and Jegislation
E-Copy of legislation/supporting documents: Sent to BOS. Leglslatlon@sfgov org

Gl'al(lt Resolution
[ 1 Legislation: Original, 1 hard copy, and 1 electronic copy in Word format
[ 1 Signature: Department Head, Mayor or the Mayor’s designee, plus the Controiler

[ J Supporting documents: 1 full set, and separate pdf capies of each in email
[ 1 Cover letter (ariginal)
[ 1 Grant budget/application
[ ] Grant information form, including signed disability checkhst
[ 1 Letter of Intent or grant award letter from funding agency o
[ 1 Contract, Leases/Agreements (if applicable)
[ 1 Ethics Form 126 (if applicable) in Word format
[ 1 Other support documents as identiffed in the cover lefter and ]eglslatlon

[ 1 E-Copy of leglslatxonlsupportmg documents: Sentto BOS. Leglslatlon@sfgov org

Resolution

[ 1 Legislation: Original, 1 hard copy, and 1 electronlc copy in Word format
[ 1 Signature: . None (Note: Required for Settlement of Claims - City Attorney,
Department Head, Controller, Commission Secretary)

[ ] Supporting documents: 1 full set, and separate pdf copies of each in email

[ 1 Cover letter (original)

[ 1 Settlement Report/Agreement (for settlements)

[ ] Other support documents as identified in the cover letter-and legislation A
[ 1 E-Copy of legislation/supporting documents: Sent to BOS.Legislation@sfgov.org

Ty %ﬁa Y5457 /«‘%‘5/" Pt e

Name/and Telephone Number T Departm

Clerk's Office/Forms/Legislation Received Checklist (1/2015) for more help go to: sthos.org/dbout the board/general/leglslatwe process handhook
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