Transmittal 1

RECOMMENDATION APPROVED AND
ORDER 13-7147 ADOPTED
BY THE BOARD OF HARBOR COMMISSIONERS

THE PORT

. OF LOS ANGELES

CRETARY Executive Director’s
Report to the

Board of Harbor Commissioners

November 7, 2013

DATE: OCTOBER 30, 2013
FROM: - EXECUTIVE OFFICE

SUBJECT: ORDER NO:._ %} - APPROVE LEASE WITH ROCKEFELLER
PHILANTHROPY ADVISORS, INC. WITH SUBSEQUENT LEASE
- ASSIGNMENT TO THE CALIFORNIA NONPROFIT PUBLIC BENEFIT
CORPORATION KNOWN AS ALTASEA AT THE PORT OF LOS
ANGELES FOR DEVELOPMENT OF AN URBAN MARINE RESEARCH

CENTER AT CITY DOCK NO. 1

in May 2012, the Board of Harbor Commissioners (Board) acted to support the
development of an independent California nonprofit corporation with the capabilities to
develop and implement an urban marine research center at the Port of Los Angeles
(Port) City Dock No. 1 site and authorized the Executive Director to initiate lease
discussions with such entity.

It is recommended that the Board approve Lease No. 904 (Lease) with Rockefeller
Philanthropy Advisors, Inc. (RPA), with subsequent Lease assignment to AltaSea at the
Port of Los Angeles (RPA/AltaSea or Tenant) required, which grants use of up to 35.62
acres of City of Los Angeles Harbor Department (Harbor Department) property,
including 4,510 linear feet of water frontage, for development and use as an urban
marine research center (Research Center), including a public promenade and
interpretive center. The proposed Lease has a 50-year term. The Lease requires
RPA/AltaSea to develop each major property parcel, with an RPA/AltaSea preliminary
conceptual design total for all parcels currently estimated at $549 million and a
minimum investment requirement for all parcels of $408 million. The Lease requires the
Harbor Department to perform Berth 57 wharf and ground improvements at an
estimated cost of $57 million. Similar Harbor Department improvements to Berths 58-
60, estimated to cost $152 million, are contemplated in approximately 10-14 years, but
are subject to Board approval in the future. The Lease provides for rent credits for
Tenant costs of redevelopment of the historic Berths 57-60 warehouses and
development of the public promenade, which the Tenant can use to offset rental
payments. The Lease also establishes requirements for public access and
programming free of charge, educational opportunities, and economic development.
Due to the unique public/philanthropic/private partnership necessary to redevelop the
City Dock No. 1 site into a Research Center, the Lease deviates from the Harbor
Department's Leasing Policy in five aspects, including rate of return goals.
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RECOMMENDATION:.

It'is recommended that the Board of Harbor Commissioners:(Board):

1.

Flnd- pursuant 1o Clty Charter Sectlon 371(e)(10) that .~compet|t|ve blddlng VIS

term commltment -Vlabmty of the facmty and allow the Research Center
sufficient time to reallze the local, state, and ‘national economic beneﬁts and the-
other public benefits: provided. by the-Research: Center

v 'Pollcy, it is i
.charge no rer
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5.. Find that it is.in the best rnterest of the City of Los Angeles Harbor Department to
deviate from the follow provisions ‘of the: Harbor Department Leasing: Policyin
Lease No. 904 due to'the artnership requrred to redevelop the: Clty Dock No. 1 site
‘into.a Research Center local, state; and national economic benefits and the
otherpublic benef ts: provrded by the Research Center

8: ‘Approve Lease No -904 with Rockefeller Philanthropy: Advisors, Inc., with
subsequent. Ledse a'frgnment to: AltaSea: at the Port of Los: Angeles, as.
‘stibstantially attached;

9. Direct the Board Secretary o transmit Lease No. 904 to.the City Counigil for ‘approval
pursuant to Charter Sections 654(a)(1), 606 and 607(a);

10.Authorize the Executive:Director to execute and the:Board Secretary to.attest to Lease
No. 904 upon. approval b_vvv}the City Council;

11.Authorize the: Envrronmental ‘Management Division to file a Notice of Determination
‘with the: Los: Angeles: "}nty Clerk, the Los Angeles City Clerk, and' the State
Secretary of Resource g

12.Adopt Order No. \{
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DISCUSSION; -

Back_groundIContext
In‘the ’early 19005 in ant|c1pat|on of increased shrpplng resultlng from constructlon of "
; ; d

g ng. years l'eS,M e

.conta_ lnatlon of both the sorl and groundwater It |s antucrpate that remediation-of thatf
‘area will take approxrmately tenyears.

stent with the ‘Harbor Department’s intent to detindustrialize the San Pedro

'waterfrdnt area: and to.create new innovative and sustainable job -opportunities, .and in

isideration of the City Dock No. 1 Historic District and Warehouses 57-60, the Board
programmatrcally approved the use of the City Dock No. 1 site for institutional/research-
and commercial purposes as part of the San Pedro Waterfront Project Environmental
Impact Report (EIR) certrf catron on September 29 2009 Concurrent with the:

from: the Annenberg Foundatlon and advnce and |np :
h lnstltutlons local aquarlums busmess Ieaders envrronmental orgamzatuons.

ths "t“ieffort A pro;ect-level ElR was subsequently prepared |n accordance WI )
requirements of the California: Environmental Quality Act (CEQA) for the development
and operation of an urban marine research center for a period of 30 years. On October
18, 2012; the Board certified the EIR and approved the. City Dock No.1 Marine
Research Center Project (ADP#100114-003/SCH#2010121013). As discussed in the
Lease Term section below, since Board certification, lease negotiations resulted in a 50-
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year. Lease term.. This project change was analyzed in an EIR Addendum attached,
hereto as Transmittal 2 for your consideration.

Whlle there was general excrtement about the Research Ce

Tenant RPA/AltaSea -

On-January 15, 2013, an AlfaSea Nonprofit Advisory- ‘Cabinet (Advrsory Cabinet) was
established. The Advisory Cabinet.is.a precursor to establishment of the AltaSea Board
of Trustees. In August 2013, the Advisory Cabinet authorized th filing of the Articles of
Incorporation for “AltaSea at the Port of Los: Angeles” (filed - n August.23), and.the
preparation of applications for nonprofit tax exempt status within the meaning of Section
501(c)(3) of the Internal Revenue Code. The procéss to achieve full Section 501 (c)(3)
nonprofit tax exempt status can require up to 18 months: It is currently anticipated that
the AltaSea Board of Trustees will be established'in late:2013 and:that a chief operating
officer for the entity will be selected in early 2014.

'The Advrsery Cabinet has. |nrtrated dlscusswns w1th ‘SCMI,. entrepreneurial marine
: ntitie rticip he:Research Center: In

eral Iegrslators to

‘lntroduce'the Research Center pro;ect and generate |nt‘ est related to:the various
aspects ‘'of the project,. including adaptive reuse of historic-structures, redevelopment,
economic development, pnmarylsecondary/graduate/post—graduate education, -public
'educatlon and recreational oppor’runltres development of sustainable job opportunities,
and marine research benefits. The Annenberg’ ‘Foundation has ‘committed $25 million:to
the Research Center pro;ect and it is currently anticipated that the Advisory Cabinet will
initiate a capital campaign for the Research Center in early 2014.
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The Advisory Cabinet has: engaged RPA as its fiscal sponsor. Therefore, the Lease is
initially with RPA, but requires that RPA assign the Lease within the: first 12-months of
the Lease to - AltaSea, which'was rncorporated for-the sole: purpose of lmplementlng the
Research Center (eg leas nrng, burldlng ma “gng, programmrng, operating,

, Se nue Service (IRS)
xempf nonproﬂt upon

_ | _ _ . rrements and
condltlons ‘are ot appllcable Further a securlty dep08|t a standv y letter of credit, or
equivalent is-not required.in the: proposed Lease; which.is a deviation:from the Harbor
Department’s :Leasing Policy. The Lease. addresses the potential risk of AltaSea’s yet
to.be established financial capacity: b v....{prowdmg for:the phasrng of property parcels, with
minimum cr Ar,ra'_that must be met by AltaSea prior:to taking possession of any property
parcel(s), including but not limited to, completlng development of previous parcels
obtained. As a nonprofit focused solely on implementing the Research Center, AltaSea
‘has the unique :capacity to raise’ the: capital and operational funding necessary to
implement and sustain the Research Center.. Further, AltaSea has established
partnerships that are important to- creating the collaborative, environment: essential to
developing-and sustaining a world-class urban marine resear ility serving Southern
California. unlv rsmes and cor _rnunrtyc w_‘_eges as well a to drav ng researchers from

-the proposed Leasev devratrons from the Harbor Department’ : g Polrcy Sectlon VlI
(b) (Assignment shall not release the tenant from its obhgatron under the Lease
Agreement) and Section Xl (1)(a) (Security Deposrt)
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Lease Premises
The ‘proposed Lease premises encompasses- Berths 56-60 and- 69-71 for -a total of
_35 62 acres of Harborv Department property rncludmg 24 2 acres of

over an apprOXImate
M.ln the Lease fo_r

any parcels

The ‘major- property optlons tlmeframes and Harbor Department and» Tenant' capltal
improvement: responsrbllltres are summarized in Transmittal 4.

-the approxrmately 4 510 Ilnear feet of water frontage approxirhately 62’5 Imear feet erI
: public free of charge :

.manager ente"ng" S1) e
-prof research and educatronal entities; 2,
_'bator andlor accelerator busr"'

Accordmgly, :2’

to many entmes with the Tenant - fi IIlng the role of managlng the lmportant water
frontage resources within the City Dock No. 1 redevelopment site-in the most efficient
and collaborative manner feasible. Therefore, it is recommended that the Board find
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that the. leasing of approximately. 4,510 linear feet of water frontage for the Research
‘Center is in the best interest of the Harbor Department and the City of Los. Angeles.

‘Lease Term

.may ‘also submit | 1C - - plan :
provides for subleases with various terms based::éupon busmess type

Naming nghts
In consideration.of the Harbor Department’s dlrect‘f-mvestment in-the:premises, the “Port
of Los Ange _ D] K No. 1 facility name. (e.g. AltaSea
at the Port of Los' Angeles) The Tenant required to follow City. of Los Angeles
pohcy/practlce for naming rights. on behalf of large donors. Namlng of the public
promenade is:prohibited, unless approved by:Board:

|mprovements;-_--and establlshes m|n|mu_;.v_ ‘enant capntal lnvestmen :v;.requwements The‘,

Tenant's current: preliminary. conceptual: plans have - cost estimates that exceed the
minimum: investments required in the Lease. Listed in the order of redevelopment
Table 1 presents the minimum Tenant capital investment requirements included in the
Lease, current Tenant preliminary conceptual project cost estimates, and Harbor
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Mmlmum :
~ Capital Conceptual Plan |
vestment Development :
Regquired

"*Post -2013 Buﬂdlng Code requu'ement costs'capped at $15 mlfonw

rn g e e i e e ememas | S
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1t should be noted that the Harbor Department project development cost estimates are
-based upon. conceptual designs, are presented in 2013 dollars, and will need to be
updated in the future as the design efforts. proceed and to reﬂect construction -and
‘material costs escalation based upon the actual construction-start' date (a'maxrmum of
seven years after Lease execution for Berth 57 improvements):

1n approxmately mid-2014, the City of Los Angeles: will be avdoptlng ‘the “‘fupdated
| i Burldrng Code whrch mcludes a new selsmrc-‘ "de appl *abl i :

. pa ‘Building-C
and hazardous materrals remediation actlvrtres the Harbor Department and Tenant are
required to .work. together to identify other opportunities. and strategies: to move the
‘Research Centér forward..

Tenant mlnlmum investment Lease requrrements are largely based upon. conceptual
design of elements as described and analyzed in the EIR certified by the- ‘Board in
October 2012. It is important to note that AltaSea has publicly released a “preliminary
conceptual” rendering of an mterpretlve center ‘at Berth 56 as one potential building
idea. AltaSea continues'to-develop, review, evaluate; and consider various: interpretive
building concepts-,f including the concept analyzed in the October-2012 certified EIR,-and
associated:funding feasibility and constructability. AltaSeahas not initiated: design of
any’ Research enter elements. Further, all development: proposals would need to: be
processed through and approved by the AltaSea chief executive officer and Board of

Trustees; which-as: indicated above are yet-to-be desrgnated

The Lease: requl s that allff""Tenant development plans over the 50-year Lease:term be
submitted to: - Department. Once submitted, the Harbor Department will
review such plans for conS|stency with the October 2012 certified EIR. In the event that
conceptual design elements in the development plan are inconsistent with the October
2012 certified EIR, additional environmental analysis in accordance with CEQA and the
National Environmental Policy Act (NEPA), as appropriate, would be required and the
Tenant must pay for such additional environmental analyses.  Further, the Lease
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preserves the Board's.discretionary. authority to approve, disapprove, or add-mitigation
measures to any stich development proposal. The Lease also provides that the Tenant
‘must not only submit its public promenade design proposal for congistency: review: with
‘the October 2012 certified EIR, but also for review for éonformance with the Harbor
Department's LA Wate Design Standards. Further, up: {arbor Departmer

:concurrence t enade d C istent
‘October 2012 certified EIR ¢ it
‘public workshops, consistent -with:

epartment's LA Waterfront Implementa

consistent with Secretary. o ent of histo
Such improvements ‘would be required -fo -addres

» f¢ he many years of deferred
maintenance of those facilities: for uses -other than those limited uses that can be
accommodated in the current degraded. condition: of the facilities and to upgrade:the
wharf and warehouse foundation to meet the new Building Codes required for public
access at the site. The Harbor Department's provision of $25.7 million:in rent credits for
the redevelopment Warehouse 57, rather than performing the development directly,
precludes the need to identify additional Harbor Department capital funding for those
improvements, including avoiding interest payments on such capital funding, and thus
‘facilitates redevelopment of Berths 56 and 57 in the-coming few years, which-would-not

otherwise occur.

Berths 58-60 - For Berths 58-60 (Parcels 3 & 4), the Harbor Departments capital
investment requirement would be significantly higher and:would occur seve ral- years. ir
the future. Therefore; the Lease provides:that the approximately $1 52 million" Harbo!
‘Department capital expenditures needed for. Berths. 58-60 wharf redevelopment and
ground improvements ‘are ‘subject to Board - consideration and approval at the time
.. ‘Tenant requests access't rcels 3 and 4 (Agreement Sections 3.2:1.3(e); 1 and
‘Exhibit L, Section 3(a)). Cost estimates for these improvements, including the costs of'

any new Los Angeles Building Code requirements, information obtained ‘from
construction of the Berth 57 improvements, and updated construction service and
material cost, would be updated at that time. In the event funding is not approved by
the Board, the Harbor Department and Tenant are required to work together to identify
other opportunities and strategies to move the Research Center forward. Further, the
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Tenant, .at its sole- option,
directly proceed with the de

' cept Berths 58-60. wi
ment of Berths' 5860 at

U_t;: SUCh improvements and

The Harbor Department is’ respon3|ble for the costs.of soil, groundwater and sedrment
g s of the City Dock : '

-responsrbrhty cost estlmates 4n: ‘order to implement: the San Pedro- Waterfront
Development Plan, de-lndustnallzmg the San Pedro waterfront area, the Harbor
Department terminated ‘the Westways permit early, accepting the obllgatlon to
remediate the property in: ‘exchange for a reduced permit buy—out price. Information -
‘regardmg the remediation -cos - being ‘provided. ‘however; since there -are budget
implications that should be: considered within the context of the requested City Dock:No.

1 redevelopment funding allocations.

-;Berths 69-71 :are-under:a Los
and Abatement Order
:mtlllon

geles: Reglonal Water: Quallty Control Board Clean- Up
,_:,medratlo_n v,c _,j»are wur _ntly estlmated }at $45

Plan. Currently, $35 mlllron in- liability costs for: ‘remediation ‘of Berths '69-71 ‘are
accounted for in the Harbor Department’s financial plans.
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Site Restoration Upon Lease Expiration - In consideration of the Tenant's capital
‘_campalgn seekl" ,_,donatlons from phllanthroplc entities- basedv upon the | ‘economic

o Berth 56-57: $35.2 million ($25.7 million in 2013 dollars, escalated to 2019
Tenant construction start date).

% Berth 58-60::$191.4-million ($101.5 in:2013:dollars, ‘escalated to 2026
Tenant construction start date) ;

gCompensatlon
:;_Compensatlon is. comprised: ‘of four major elementss;

1) Minimum: Annual Rent:
annual consumer 'p :
‘acceptance of a property

Tenant will start to pay ‘Annual Mlnlmum Rent:‘ with

The six-year rent deferral period is based upon th constructlon penod.reqwred'
to develop the parcels. Assuming that the Tenant accepts all Berths 56-60
parcels, Minimum Annual Rent-would-be $1,439,396. It is likely that all Minimum
Annual Rent payments for Berths 56-60 for the 50-year term of the Lease could
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be offset by the Tenant with the rent credits ($127.2 million in 2013 dollars).
However,; rent credits would not be applicable to initial Berths 57-58 interim use
rent, :since no- improvements: eligible for rent credits would be completed for
several years:

2) ,_Percentaqe Rent: Tena § quired te pay the Harbor Department 50 percent
of equity or royalty income e Tenant receives fror

- 3) No Moneta Com ‘ensatron Tenant IS requrred to;»..provrde servrces and publlc

4) Reinvestment of All Gross. Recem_t_s_ Tenant is required to: reinvest all gross
recelpts generated on the pri es’ into Research Center specrﬁc programs,
including- Tenant Improve"‘"ents, ) operatrons marntenance outreach, public
education; public programming, and marketing..

For reference, rent calculations for the ‘proposed Lease based upon the Harbor
Department's rate-of-return (ROR) targets of 10 percent on current land value and 12
percent on.improvements are presented in- Transmittal 5. No.rent is established for the
public promenade areas, mcludrng the promenade area that would encompass the
approximately $57 million Berth 57 wharf upgrades requrred to be:constructed by the
'Harbor Di partment since those :areas. are extensrons of the LA Waterfront public'

1ade : : n'hkely that a use or tenant could
mr||ronlyear rental rate

Pedro Waterfront Developme' rvefcret the marke nt calculated based upon

the Leasing Polrcy ROR is ‘considered very aggressive: for the City Dock No. 1
redevelopment site. It 'should be:-noted that'Harbor Department permits and leases for
other commercial businesses located in the Cabrillo area of the Port do not have a 10
percent ROR.
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The proposed Lease establishes Minimum Annual Rent for Berths. 56-60 (Parcels 1A,
1B, 2A, 2B, 3, 4, and 4A (Transmittal 5) based upon the following reductions in the
‘market rent 1)a 100 percent discount for- publlc facilities; and 2) a 90 percent discount

for all other areas. m consrderatlon of the economlc benefits and other factors, for which
He proposed: Lease Dunng the five-

ther areas

o Requrrement that Tenant remvest all gross receipts into the Research.Center.

'3 Percentage Rent requirement (wh|le the income associated -with royalties is
-uncertain;, there'is the potential for a large payback).

. Expansron of the LA Waterfront publlc promenade, with direct waterfront access in.
‘certain areas, on:-an.expedited schedule.,

.« Re-purposing. of currently degraded:historic warehouses, into a new Port.industry —
marine research. '

« Numerous. public programming, services, and job development requirements
(benchmarks established in proposed Lease Exhibit F).

« Benefits to the ‘Harbor Department its tenants, the City, state and nation from'the:
‘marine research- conducted atthe Research Center.

« Benefits. to-the City and:Port:communities from: development of a new sustainable
vjéﬁb chSt'é’r“ hm the Port' boundanes

lack of detail regardrng the propose ._,,Research Center uses: and related benef ts
Further, those parcels will bé unavailable for development for at least ten years: due to:
soil and groundwater remedratlon issues. Therefore, the Lease provides that Annual
- Minimum Rent for Berths 69-71 will be developed in the future and will require approval
by both the Board and City Council.
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It is:recommended that the Board, in consideration.of the other compensation included
ln the Lease and the economrc and publlc beneflts of the redevelopment of e srte into

. addendum to a prewously certified EIR if changes or addit

f ut ‘none of the conditions described in Section 15162 ¢ Ilrng for the
:preparatlon of '@ subsequent or supplemental EIR have occurred. An addendum does
culated for.public review. but.can-be.included in or attached to.the EIR.
: gs of the Addendum, the. proposed action will not result in ar

it -envrronmental effects or any: substantially: ‘more severe effects ‘than
P analyzed in the certified EIR and therefore, does not trlgger any of the
conditions described in CEQA Guidelines Section 15162 calling for the preparation of a
-subsequent or supplemental EIR. All previously approved mitigation measures and
prOJect cond'ltlons would not change and are incorporated in proposed- Lease No. 904.
' ?_rn has been made publicly available and is posted on the Harbor

’The proposed ease: requires the Tenant to invest in the redevelopment of the currently
j ock:No. 1 facilities into a Research’ Center ‘which is-planned:to provrde,
MI, universities, community colleges,- government research:. .agencies;

ional Oceanic and Atmospheric Administration (NOAA), and: businesses.
conduct cutting-edge marine research and education, and develop technologles to
address the most pressing problems of the day: climate change, sea-level rise, the
depletion of the world’s fisheries, technologres to reduce air and water pollution, and
exploration of new green energy production in the marine environment. The Research
Center would offer on-the-water research facilities with extensive wharf space and water
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depth to-accommodate large research vessels extensive storage space for the latest
ocean-study robotrcs and enough space to bnng together Ieadrng researchers and

collecting data as part.of: routine journeys.

Research Center wi ms rs 1
further support: Ports. O’ Call commermal enterprlses and rejuvenatron of the San Pedro

downtown business district.

Entrepreneurial businesses would be co-located at and near the Research Center
facility to foster collaboration among academic:researchers, the maritime industry, and
private ventures.. This--collaboration would develop research into practical; \pollution-
reducing, job—generatrng, ‘sustainable te s, such as aquaculture, sustainable
‘energy production, marine. exploratlon rob : remote ocean seénsors: Academic
marine research-and green technology: developme activities also:provide: opportunltles
to attract federal and state governmental entities'to locate directly within the Port:

Investment in- marine science and: ‘engineering facilites can be a redevelopment
strategy of its own, ‘as-well as: a ‘catalyst to: attract ‘more tradrtrona; ‘redevelopment
f'opportumtres The Clty Dock-No. 1 redevelopment site provides the right mix:of factors.
‘that make an'investment in science a sensible economic development strategy.

Creating a facility where research from the various -universities comes together with
each other and then intersect with marine start-up businesses is just the recipe for
something akin to how “Silicon Valley” got started. The co-location of Harbor
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Department-tenants, universities, businesses, and governmental agenmes creates the
opportunity. for an innovate spark that transcends the entrepreneurial spirit - from

research to commercrahzatron

o Robotlcs for ma‘ntlme secunty (a complement to. the Harbor Department’
Maritime Law Enforcement Training Center) '
Mltlgatren of waterpollution:
Wave energy-research, development, deployment and monrtonng

Biotech research

Under contract. to ‘RPA/AltaSea, Kosmont Companies performed a fiscal benefit
analysis of the Research. Center’ (Transmittal 6). Based upon RPA/AltaSea’s most
- recent’ development cost -estimates; construction of ‘Berths' 56-60 improvemel "ts |s
estimated to create 4,190 direct, indirect, -and induced construction-related. jobs “

direct: economic impact estimated at $463. m Construction ‘of Berths- 69-71

improvements:is estimated to- create 2,384 dir ect, and induced construction
- approximately $263 million:.

| related jobs;with a: drrect economic-impact estrmate

‘Operational economic benefits are generally estimis

million-invested in research: Further, for every $1 j_vested ln educatron an estrma______d’
$543is generated for the state economy.
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Based upon the estimated schedule for Berths 56-60 facilities becoming operational,
Kosmont-Companies estimates approxumately 386 direct new jobs to be generated by
the Research:Center; with a direct economic impact of approximately: $98 niillion.. Build-
-out of all Lease parcels is estimated to result in 1, 348 direct, indirect, ‘and induced
ioperatlonal_ jobs;. wuth a direct economic;impact of. approxxmately $168 million.-

;requ:red:»forfthls pro;e | > , ,
the proposed Lease requwes the. Harbor Department-to provnde up to $127;‘200,000 (m
2013 dollars) in rent credits to offset the Tenant capital commitment for redevelopment
oof the historic warehouses and the public promenade: .

The costs of Tenant improvements range from: a required minimum -investment -of
$408,000,000 to a potentlal of $549,009,873 (before appllcatlon of the $127,200, 000
Harbor Department rent credit offset). Total combined estimated capttal $pending by
the Harbor Department and Tenant, again assuming acceptance of all parce!s ranges
from $617,615,157 to $758,625,030.

The Tenant's: access to. parcels under the Lease -is financially contingent upon the
Tenant providing ewdence of committed capltal to. fund Tenant improvements ‘as
follows: 1).for. parcels not requiring Harbor: Departmentz.-.lmprovement capital,- 50 percent
of Tenant lmprovement cost estimates; -and 2) for parcels requiring Harbor: Department
;|mprovement capital, 75. percent of Tenant improvement cost estimates;
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Of the potential $209,615,157 Harbor Department expenditures, the estimated
$57,279,157 to redeve|op and improve the wharf at Berth 57 and the adjacent Signal
Street is required in the proposed Lease. It is anticipated that funds for the required
1mprovements would be expended as follows:

Pp 0y
Board. The Lease does. not require the Harbor ‘Depa ment to fund Berths 58-60

lmprovements

Assuming that the Tenant accepts all Berths 56-60 parcels, Minimum Annual Rent
would be $1,439,396; however, all Minimuim Anniial Rent Payments for Berths 56-60 for
the 50-year term of the proposed Lease are likely to be offset by the Tenant with the
rent credits ($127,200,000 ‘million” in 2013 dollars). Percentage Rent, based upon
royalties, would be: pald by the Tenant; however; the financial return from such
payments is uncertain. Therefore, no direct fi nancial return on the Harbor Department’s

investment is assumed, resulting. in- a rate of return of zero. However, the Harbor
Department will benefit from-the: Tenant reinvestment ‘of gross receipts into the site,
Tenant’s capital investment in redevelopment of the srte and thie public and. economic
benefits provided by the ect. Further_'--f ie: he Tenant to maintain and
operate the public. facili v oL ind_restrooms; thus, the

‘Harbor: Department will e\rold on-gomg malnterianceﬁcostsb it would otherwise -incur for
such activities.
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CITY ATTORNEY: ﬁ

The Office of the City Attorney has reviewed and approved proposed Lease No. 904
(Transmittal 7) and the Order (Transmittal 8) as to form and legality.

JRANSMITIALS:

Aerial City Dock No. 1 Location Map

EIR Addehdum

Lease Map

Parcel Phasing

Minimum Annual Rent Calculations

Kosmont Companies Summary Fiscal Benefit Analysis
Lease No. 904

Order

PN

FIS Approval:,

CA Apprbval:;__

APPROVED::

7/ GERALDINE KNATZ, PK:B#
”  Executive Director

GK:KM:bg
Author: B. Garrett
BL460raw Altasea




