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ENGINEER'S STATEMENT

This Report is prepared pursuant to Article XIlID of the California State Constitution (Proposition
218) and the State of California Property and Business Improvement District Law of 1994 as
augmented by Article 15A of the San Francisco Business and Tax Regulations Code.

The Inner Sunset Green Benefits District (“ISGBD”) will provide activities either currently not
provided or are above and beyond what the City of San Francisco provides. These activities will
specially benefit each individual assessable parcel in the ISGBD. Every individual assessed
parcel within the ISGBD receives special benefit from the activities identified under Section B of
this Report. Only those individual assessed parcels within the ISGBD receive the special benefit
of these proposed activities; parcels contiguous to and outside the ISGBD and the public at large
may receive a general benefit, as outlined in Section E. The cost to provide general benefits, if
any, will be funded from sources other than special assessments.

The duration of the proposed ISGBD is fifteen (15) years, commencing July 1, 2018. An estimated
budget for the ISGBD improvements and activities is set forth in Section D. Assessments will be
subject to an annual increase of up to 3% per year as determined by the Owners’ Association.
Assessment increases must stay between 0% and 3% in any given year. Funding for the ISGBD
improvements and activities shall be derived from a property-based assessment of each specially
benefitted parcel in the ISGBD. A detailed description of the methodology for determining the
proportional special benefit each individual assessable parcel receives from the service and the
assessment for each parcel is set forth in Section F.

| hereby certify to the best of my professional knowledge that each of the identified assessable
parcels located within the ISGBD will receive a special benefit over and above the benefits
conferred to those parcels outside of the ISGBD boundary and to the public at large and that the
amount of the proposed special assessment is proportional to, and no greater than the special
benefits received.

Respectfully submitted,

Terrance E. Lowell, P.E.
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SECTION A: LEGISLATIVE AND JUDICIAL REVIEW

Property and Business Improvement District Law of 1994

The State Law as augmented by Article 15 of the San Francisco Business and Tax Regulations
Code is the legislation that authorizes the City to levy assessments upon the real property for
the purposes of providing improvements and activities that specially benefit each individual
assessed parcel in the ISGBD. The purpose of the ISGBD is to encourage commerce,
investment, business activities and improve residential serving uses. In order to meet these
goals, GBDs typically fund activities and improvements, such as, enhanced safety and cleaning
and enhancing the environment. Unlike other assessment districts which fund the construction
of public capital improvements or maintenance thereof, GBDs provide activities and
improvements “to promote the economic revitalization and physical maintenance of the
business districts of its cities in order to create jobs, attract new businesses, and prevent the
erosion of the business districts.” (Streets and Highways Code Section 36601(b)). The
improvements and activities funded through the ISGBD are over and above those already
provided by the City within the ISGBD’s boundaries. Each of the ISGBD activities or
improvements is intended to increase building occupancy and lease rates, to encourage new
business development, attract residential serving businesses and services, and improve the
quality of life for its residents.

Specifically, the State Law defines “Improvements” and “Activities” as follows:

"Improvement" means the acquisition, construction, installation, or maintenance of any
tangible property with an estimated useful life of five years..."*

"Activities" means, but is not limited to, all of the following:
(a) Promotion of public events which benefit businesses or real property in the district.
(b) Furnishing of music in any public place within the district.
(c) Promotion of tourism within the district.
(d) Marketing and economic development, including retail retention and recruitment.
(e) Providing safety, sanitation, graffiti removal, street and sidewalk cleaning, and other
municipal services supplemental to those normally provided by the municipality.
(f) Activities which benefit businesses and real property located in the district.?

Article 15A augments the State Law by authorizing assessment districts for the purpose of
landscaping, improving and maintaining public realm areas, including parks, plazas, parklets,
sidewa ks, unimproved areas, landscaped areas and gardens. Such services, improvements and
activities include maintaining the ecological system such as soil, geology, wildlife, vegetation and
watersheds, and providing recreational improvements, such as repairing grass soccer fields, or
installing new facilities; for example, playground equipment.

Article XIIID of the State Constitution

In 1996, California voters approved Proposition 218, codified in part as Article XIIID of the State
Constitution. Among other requirements, Article XIlID changes the way local agencies enact local
taxes and levy assessments on real property. It states, in relevant part, that:

1 California Streets and Highways Code, Section 36610.
2 California Streets and Highways Code, Section 36613.
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(a) An agency which proposes to levy an assessment shall identify all parcels which will
have a special benefit conferred upon them and upon which an assessment will be
imposed. The proportionate special benefit derived by each identified parcel shall be
determined in relationship to the entirety of the capital cost of a public improvement, the
maintenance and operation expenses of a public improvement, or the cost of the property
related service being provided. No assessment shall be imposed on any parcel which
exceeds the reasonable cost of the proportional special benefit conferred on that parcel.
Only special benefits are assessable, and an agency shall separate the general benefits
from the special benefits conferred on a parcel. Parcels within a district that are owned or
used by any agency, the State of California or the United States shall not be exempt from
assessment unless the agency can demonstrate by clear and convincing evidence that
those publicly owned parcels in fact receive no special benefit.

(b) All assessments shall be supported by a detailed engineer's report prepared by a
registered professional engineer certified by the State of California.®

"Special benefit" means a particular and distinct benefit over and above general benefits
conferred on real property located in the district or to the public at large. General
enhancement of property value does not constitute "special benefit."*

Judicial Guidance

Since the enactment of Article XIIID, the courts have rendered opinions regarding various aspects
of Article XIIID. The notable portions of cases that apply to assessment districts in general and
this ISGBD in particular are noted below.

“The engineer’s report describes the services to be provided by the ISGBD [i.e. the ISGBD];
(1) security, (2) streetscape maintenance (e.g., street sweeping, gutter cleaning, graffiti
removal), and (3) marketing, promotion, and special events. They are all services over and
above those already provided by the City within the boundaries of the ISGBD. And they
are particular and distinct benefits to be provided only to the properties within the ISGBD,
not to the public at large—they ‘affect the assessed property in a way that is particular and
distinct from [their] effect on other parcels and that real property in general and the public
at large do not share.™®

“...separating the general from the special benefits of a public improvement project and
estimating the quantity of each in relation to the other is essential if an assessment is to be
limited to the special benefits.”®

“...the agency must determine or approximate the percentage of the total benefit conferred
by the service or improvement that will be enjoyed by the general public and deduct that
percentage of the total cost of the service or improvement from the special assessment
levied against the specially benefitted property owners.””

3 Section 4, Article XIIID of the State Constitution.

4 Section 2 (i), Article XIIID of the State Constitution.

5 Dahms v. Downtown Pomona Property and Business Improvement District (2009) 174 Cal.App. 4th 708,
722.

6 Beutz v. County of Riverside (2010) 184 Cal. App. 4th 1516, 1532.

7 Golden Hill Neighborhood Association, Inc. v. City of San Diego (2011) 199 Cal.App. 4th 416, 438.
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“...even minimal general benefits must be separated from special benefits and quantified
so that the percentage of the cost of services and improvements representing general
benefits, however slight, can be deducted from the amount of the cost assessed against
specially benefitting properties.”®

The contents of this Engineer's Report are prepared in compliance with the above noted
authorizing legislation, the State Constitution and the judicial opinions.

8 Golden Hill Neighborhood Association, Inc. v. City of San Diego (2011) 199 Cal.App. 4th 416, 439.
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SECTION B: IMPROVEMENTS AND ACTIVITIES

The ISGBD Steering Committee collectively determined the priority for improvements and
activities that the ISGBD will deliver. The primary needs as determined by the property owners
are Clean and Safe activities as well Neighborhood Beautification and Improvements Specifically,
the ISGBD shall provide the following activities.

Clean and Safe

The goal of the Clean & Safe Program is to ensure the maximum possible cleanliness of
sidewa ks, fixtures, and curbs District-wide, with a particular emphasis on the commercial corridor.
The Clean & Safe Program will strive for a clean and litter-free area that significantly reduces
instances of graffiti, illegal dumping, and other signs of decay, helping to build an aesthetically
pleasing and vibrant community.

The ISGBD will work on a variety of strategies, with broad-based stakeholder inputs, to address
crime and increase pedestrian safety. The ISGBD may develop an outreach program to connect
those in need with social services, assist visitors, and report cleaning and safety issues.

Commercial Zone
Sidewalk steam cleaning: Minimum monthly sidewalk steam cleaning throughout the
Commercial Corridor, or annual equivalent.

Sidewalk & gutter sweeping: Minimum weekly sidewalk sweeping throughout the Commercial
Corridor, or annual equivalent.

Graffiti abatement: Address graffiti hotspots and provide on-call response. Frequency of
services to be determined by GBD staff and Board of Directors.

Outreach services & crime prevention: To deploy on an as-needed or part-time basis, for
instance, during major events or holidays. Activiies may include monitoring public areas,
reporting safety issues, and connecting individuals in need to available City services.

Neighborhood Zone
Sidewalk steam cleaning: As-needed in residential areas, including along high-pedestrian traffic

corridors.

Sidewalk & gutter sweeping: As-needed in residential areas, including high-pedestrian traffic
corridors.

Graffiti abatement: Address graffiti hotspots and provide on-call response. Frequency of
services to be determined by GBD staff and Board of Directors.

Outreach services & crime prevention: To deploy on an as-needed or part-time basis, for
instance, during major events or holidays. Activiies may include monitoring public areas,
reporting safety issues, and connecting individuals in need to available City services.

Commented [KL1]: Need to add a description as to why the 2
different benefit zones and why the commercial core is 60% and the
neighborhood zone is 40%
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Neighborhood Beautification and Improvements

To preserve and enhance the unique character of the Inner Sunset, the Neighborhood
Beautification & Improvements Program will target investments to increase greening and add to
the attractiveness of public spaces throughout the District. The goal is for property owners,
merchants, and residents to maintain a sense of neighborhood pride throughout the Inner Sunset
community. The GBD could initiate, assist, or advocate for the following beautification activities
and capital improvements:

e Enhanced sidewalk landscaping & greenery: planting and maintenance of new trees,
sidewalk gardens, planters, and landscape improvements.

e Pedestrian amenities: advocacy for and investment in pedestrian-scale lighting in
underlit areas, landscaped medians, wayfinding and directional signs, decorative
crosswalks, street furnishings, and/or other tools to enhance pedestrian safety.

e Public art & murals: provide grants to support temporary or permanent neighborhood art
installations, including but not limited to murals, mosaics and banners.

Advocacy, Programming and Adminstration

The ISGBD allows District stakeholders to project a unified voice and elevate their influence in
policies and issues that affect the District. The ISGBD’s effectiveness in both engaging the
community and building strong relationships is a vital component to its success. In addition, these
activities will contribute to the economic and social vitality of the area, and help with recruitment
and retention of key neighborhood-serving businesses and organizations. Active ISGBD
management will also afford the opportunity to garner other in-kind support, grants, and donations
for the neighborhood.

Advocacy & Outreach

e Serve as public face and primary point of contact for the GBD, especially with City Hall
and local agencies.

e Manage GBD finances and contracts for services, capital improvements, public interface
and web services

e Manage GBD corporate business, including ensuring compliance with all government and
grant reporting requirements, in close collaboration with the Chairperson of the GBD
Board

e Oversee “Baseline City Services,” including keeping records of metrics and reporting if
city agencies do not maintain baseline service levels

Commercial Corridor Promotion

e Marketing campaigns to promote local businesses
Publish District newsletters, website and supporting social media
Establish regular programming and events along the commercial corridor
Outreach and promotion to fill vacant storefronts pending neighborhood needs
Secure grants for facade upgrades and economic assistance for new businesses
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Administration
e Office expenses including accounting, rent, utilities, office supplies, insurance, legal and
other professional services related to ISGBD activities
e Programming costs, including neighborhood block parties, volunteer events, and
temporary installations and performances to activate underutilized spaces
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SECTION C: BENEFITTING PARCELS

Overall Boundary

Article XIIID Section 4(a) of the State Constitution requires that the authorizing agency “Identify
all parcels which will have a special benefit conferred upon them and upon which an
assessment will be imposed.”

The District encompasses approximately 59 whole and partial blocks in the Inner Sunset
neighborhood, including the 9th Avenue and Irving Street commercial corridor. The natural
northem boundary is Lincoln Way, which demarcates the edge between the neighborhood and
Golden Gate Park. The western boundary continues along the westem side of 16th Avenue, and
the southermn boundary demarcation includes Kirkham Street and Lawton Street. Further south
and west of boundaries descr bed includes lower density residential housing, with a distinct and
separate neighborhood character and identity. The eastern boundary is defined by Arguello
Boulevard, which is generally considered the edge of the Inner Sunset neighborhood, then
continues along the UCSF Pamassus campus and Mount Sutro Open Space Reserve parcel
boundaries.

Specifically, the District boundary is as follows:

Northern Boundary
o Lincoln Way, from Arguello Boulevard to parcel 1741-050 and from Funston Avenue to

16th Avenue
o Includes commercial corridor properties fronting the north side of Irving Street, from parcel
1741-050 west to Funston Avenue
Western Boundary
o Includes parcels on the west side of 16th Avenue, from Lincoln Way south to Judah Street
o 16th Avenue, between Judah and Kirkham Streets
Southern Boundary
o Kirkham Street, from 16th Avenue east to Lurline Street
o Lurline Street, including Assessor’s Block 1859A, and due east of Lurline Street, parcels
1858-016 and 1858-05D, excluding Alice Fong Yu Elementary (APN 1858-006)
Includes parcels fronting Kirkham Street, from 12th Avenue east to 8th Avenue
Includes parcels fronting 8th Avenue, from Kirkham Street to Lawton Street
Lawton Street, between 8th Avenue and 7th Avenue
7th Avenue to the Moraga Street unimproved rights-of-way, including Assessor’s Block
1937
o Oakhurst Lane to Crestmont Drive
Eastern Boundary
o Crestmont Drive, from Oakhurst Lane north to Kirkham Street, including Assessor’s Block
2636-001
o University of California, San Francisco and Mount Sutro Open Space Reserve (APN
2634A-011), including Assessor’s Block 1849 to Parnassus Avenue
o Pamassus Avenue to the eastern edge of Assessor’s Block 1757-035
o Irving Street east to Arguello Boulevard; Arguello Boulevard north to the intersection of
Lincoln Way

[e3e]

c O
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A map of the proposed district boundary is provided below and Attachment A, the Assessment
Diagram is attached as a separate document.

LAWTOM ST
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SECTION D: PROPORTIONAL BENEFITS
Methodology

Article XIIID Section 4(a) of the State Constitution states that “The proportionate special benefit
derived by each identified parcel shall be determined in relationship to the entirety of the capital
cost of the public improvement, the maintenance and operation expenses of a public
improvement, or the cost of the property related service being provided.”

Determining the proportionate special benefit among the parcels of real property within the
proposed assessment district which benefit from the proposed improvements, services, and
activities is the result of a four-step process:

Defining the proposed activities,

Determining which parcels specially benefit from the proposed activities,

Determining the amount of special benefit each parcel receives,

Determining the proportional special benefit a parcel receives in relation to the amount of
special benefit all other parcels in the ISGBD receive.

PR

Each identified parcel within the ISGBD will be assessed based upon each parcel’s unique
characteristics in relationship to all other specially benefitted parcels’ characteristics. Due to the
proportionate special benefits received by each parcel from the ISGBD services, each parcel will
be assessed a rate which is commensurate with the amount of special benefits received.

Special Benefit Factors

The methodology to levy assessments upon real property that receives special benefits from the
improvements and activities of the Inner Sunset Green Benefit District is Building Square Footage
plus Lot Square Footage and Linear Street Frontage. Building square footage is relevant to the
interim use of a property and is utilized to measure short and mid-term special benefit. It also is
the most relevant parcel characteristic to idenfity potential pedestrian generation from each parcel
and the demand for the GBD activities. Lot square footage is relevant to the highest and best use
of a property and will reflect the long term value implications of the improvement district. Street
front footage is relevant to the street level usage of a parcel.

Building square footage is defined as the total building square footage as determined by the
outside measurements of a building. The gross building square footage is taken from the County
of San Francisco’s Assessor’s records. Building square footage is used to apportion 75% of the
cost of the Neighborhhod Beautification and Programming and Administration actitvities as these
activities and services are aimed to benefit the land uses and residents and tenants of each parcel
by providing a more beautiful and programmed and activated neighborhood.

Lot square footage is defined as the total amount of area within the borders of the parcel. The
borders of a parcel are defined on the County Assessor parcel maps. Lot square footage is used
to apportion 25% of the cost of the Neighborhhod Beautification and Programming and
Administration actitvities as these activities and services are aimed to benefit the land area of
each parcel by providing a more beautiful and programmed and activated neighborhood; thereby
increasing the long term value and development potential.
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Linear street frontage is defined as the number of linear feet of each parcel that directly fronts
on a street that will receive the GBD activities. Parcels with more than one street frontage such
as corner lots or whole block parcels may be assessed for the sum of all the parcels’ street
frontage. Linear street frontage is used to apportion the cost of the Clean and Safe activities as
these activities are directly provided to the linear street frontage adjacent to all parcels within the
GBD boundary.

Property Use Considerations
The methodology provides the following treatments for property used exclusively for residential,
nonprofit and government and parking structures:

Residential Property: All residential parcels receive the same level of service and special benefit
as all other parcels in the ISGBD by making each of these parcels cleaner, safer and more
aesthetically appealing. Specifically, these parcels specially benefit from ISGBD activities, such
as removing graffiti from their buildings, patrolling their sidewalks, cleaning up any debris and
power washing their sidewalks, and beautifying the public space. Thus, each of these parcels is
assessed for the special benefits received.

Nonprofit and Open Space Parcels: Properties that are exempt from property tax, including
educational and nonprofit organizations (e.g. faith-based, low income housing, cultural,
community services, etc.), will not benefit from increased commercial activity resulting from
ISGBD services and thereby will receive reduced benefits from ISGBD services. An owner of real
property located within the ISGBD boundaries may reduce their assessment if ALL of the following
conditions are met:

1. [Thel property owner is a nonprofit corporation that has obtained federal tax exemption under
Internal Revenue Code section 501¢3 or California franchise tax-exemption under the
Revenue and Taxation Code Section 23701d.

2. The class or category of real property has been granted an exemption, in whole or in part,
from real property taxation.

3. The nonprofit or governmental property owner occupies a majority of building square footage
within the subject property.

4. The property owner makes the request in writing to the City of San Francisco prior to the
submission of the ISGBD assessment rolls to the County Assessor (to accommodate periodic
changes in ownership or use, on or before July 1 of each year), accompanied by
documentation of the tax-exempt status of the property owner and the class or category of

real property.

5. The City of San Francisco may verify the documentation of tax-exempt status and
classification of the property for assessment purposes prior to submitting the assessments to
the County Assessor.

If ALL of these conditions are met, then a qualifying parcel will only be assessed for the linear
street frontage and lot square footage of that parcel.

Commented [KL3]: Is the intent to still have each of these
parcels meet these criteria?
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New assessments for a Change in Land Use: If any parcel within the ISGBD changes land use
during the life of the ISGBD, it will be subject to the assessment rate consistent with the assessment
methodology for the new land use.
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SECTION E: SPECIAL and GENERAL BENEFITS

State Law, Proposition 218, and judicial opinions require that assessments be levied according
to the estimated special benefit each assessed parcel receives from the activities and
improvements. Article XIIID Section 4(a) of the California Constitution in part states that “only
special benefits are assessable,” which requires that we separate the general benefits, if any,
from the special benefits provided by the proposed activities and improvements.

As of January 1, 2015, the State Legislature amended the State Law to clarify and define both
special benefit and general benefit as they relate to the improvements and activities these districts
provide. Specifically, the amendment (Section 36615.5 of the Streets and Highways Code)
defines special benefit as follows: “Special benefit means, for purposes of a property-based
district, a particular and distinct benefit over and above general benefits conferred on real property
located in a district or to the public at large. Special benefit includes incidental or collateral effects
that arise from the improvements, maintenance, or activities of property-based districts even if
those incidental or collateral effects benefit property or persons not assessed.”

In addition, the amendment (Section 36609.5 of the Streets and Highways Code) defines general
benefit as follows: “General benefit’ means, for purposes of a property-based district, any benefit
that is not a ‘special benefit'’ as defined in Section 36615.5.”

Furthermore, the amendment (Section 36601(h)(2)) states: “Activities undertaken for the purpose
of conferring special benefits upon property to be assessed inherently produce incidental or
collateral effects that benefit property or persons not assessed. Therefore, for special benefits to
exist as a separate and distinct category from general benefits, the incidental or collateral effects
of those special benefits are inherently part of those special benefits. The mere fact that special
benefits produce incidental or collateral effects that benefit property or persons not assessed does
not convert any portion of those special benefits or their incidental or collateral effects into general
benefits.”

Special Benefit Analysis

All special benefits derived from the assessments outlined in this report are for property-related
activities that are specifically intended for and directly benefiting each individual assessed parcel
in the ISGBD. The special benefit must affect the individual assessable parcel in a way that is
particular and distinct from its effect on other parcels and that real property in general and the
public at large do not share. No parcel’s assessment shall be greater than the special benefits
received.

Streets and Highways Code Section 36601(e) states that “Property and business improvement
districts formed throughout this state have conferred special benefits upon properties and
businesses within their districts and have made those properties and businesses more useful by
providing the following benefits: (1) Crime reduction. A study by the Rand Corporation has
confirmed a 12-percent reduction in the incidence of robbery and an 8-percent reduction in the
total incidence of violent crimes within the 30 districts studied. (2) Job creation. (3) Business
attraction. (4) Business retention. (5) Economic growth. (6) New investments.”
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The ISGBD's goal is to fund activities and improvements to provide a cleaner, safer and more
attractive and economically vibrant environment as outlined in Section B. The goal of improving
the economic vitality is to improve the safety, cleanliness, appearance, and economic
development of each individual specially benefitted parcel in an effort to increase commerce, to
increase building occupancy and lease rates and to attract more customers, employees, tenants
and investors.

Each parcel will specially benefit from:

Cleaner sidewalks, streets and common areas
Real and perceived public safety improvements
Greater pedestrian traffic

Enhanced rental incomes

Improved business climate

New business and investment

Well managed GBD programs and services

Specifically, each parcel benefits from each of the ISGBD activities as defined below.

Safety
The enhanced safety and hospitality activities make the area safer which attracts more

businesses, customers, and residents, and ultimately private investment. When business location
decisions are made, “lower levels of public safety lead to increased uncertainty in decision making
and can be perceived as a signal of a socio-institutional environment unfavorable for investment.”
Uncertainty affects the investment environment in general. But in particular, it increases the fear
of physical damage to investment assets (or to people) or their returns...Almost universally,
places with lower crime rates are perceived as more desirable.”® Once economic investment
occurs within the district, pedestrian traffic and commercial activity will increase. The special
benefit to assessed parcels from these services is the likelihood of increased lease rates and
tenant occupancy due to the increase of commercial activity and an increase in customers that
follow from having a safer environment.

Clean and Beautification

The cleaning activities benefit each assessed parcel within the ISGBD by providing a clean and
aesthetically appealing environment. This is achieved through sidewalk sweeping and power
washing, removing litter and graffiti, trash removal, and weed abatement. These activities create
the environment needed to achieve the GBD goals. Sidewalks that are dirty and unclean,
particularly from homeless activities, deter pedestrians and commercial activity.

In addition, the beautification activities benefit each assessed parcel by providing enhanced
landscaping and greenery, lighting and wayfinding, and public art and murals. These activities
create the environment needed to achieve the GBD goals.

9 “Accelerating economic growth and vitality through smarter public safety management” IBM Global Business
Services Executive Report, September 2012, pg. 2




Inner Sunset GBD January 2018
Engineer’s Report Page 15 of XX

Programming and Administration

These activities are tied to and will specially benefit each individual parcel by encouraging
business and residential development and investment that generates pedestrian traffic, which
directly relates to increases in economic activity, filling of vacant storefronts and offices and
ultimately, increased lease rates for retail and office space. This is a benefit to the District because
it works to improve the positive perception of the District. Decisions on where to shop, eat and
even go to school are largely based on a perception of the place.

Special Benefit Conclusion

Based on the special benefits each assessed parcel receives from the ISGBD activities, we
conclude that each of the proposed activities provides special benefits to the real property within
the district and that each parcel's assessment is in direct relationship to and no greater than the
special benefits received.

The special benefit to parcels from the proposed ISGBD activities and improvements described
in this report are equal to the total amount of the proposed assessment. Each individual assessed
parcel’'s assessment is in proportion to the special benefit it receives from the ISGBD activities.

General Benefit Analysis

As required by the State Constitution Article XIIID Section 4(a), the general benefits of an
assessment district must be quantified and separated out so that the cost of the activities that are
attr buted to general benefit are deducted from the cost assessed against each specially
benefitted parcel. General benefits are benefits from the ISGBD activities and improvements that
are not special in nature, are not “particular and distinct” and are not over and above the benefits
that other parcels receive. This analysis will evaluate and determine the level of general benefits
that (1) parcels inside of the ISGBD, (2) parcels outside of the ISGBD, and (3) the public at large
may receive.

General Benefit to Parcels Inside the ISGBD

The ISGBD provides funds for activities and improvements that are designed and created to
provide special benefits to each individually assessed parcel within the District. Each individual
assessed parcel will specially benefit from the cleaner and safer public rights-of-way and
increased economic and neighborhood activity, thus 100% of the benefits conferred on these
parcels are distinct and special in nature and that 0% of the ISGBD activities provide a general
benefit to parcels in the District boundary.

General Benefit to Parcels Qutside of the ISGBD

All the ISGBD activities and improvements are provided solely to each of the individual assessed
parcels in the ISGBD boundary. Each of the GBD activities is provided to the public right-of-ways
(streets, sidewalks, pathways) adjacent to all specially benefitted parcels or tenants in the ISGBD.
Any benefits parcels outside of the district boundary may receive are incidental to providing
special benefits to the assessed parcels, and thus any cost associated to the incidental benefits
are not reduced from the cost of providing special benefit.
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General Benefit to the Public At Large

In addition to general benefit analysis to the parcels outside of the ISGBD boundary, there may
be general benefits to the public at large, i.e., those people that are either in the ISGBD boundary
and not specially benefitted from the activities, or people outside of the ISGBD boundary that may
benefit from the ISGBD activities. In the case of the ISGBD, the public at large are those people
that are within the ISGBD boundary that do not pay an assessment and do not specially benefit
from the ISGBD activities.

To calculate the general benefit the public at large may receive we determine the percentage of
each GBD activity budget that may benefit the general public. In this case, the Clean and Safe
activities as well as the Neighoborhood Beautification activities may generally benefit the public
as the general public may appreciate the enhanced level of maintenance and security as well as
the aesthetically more appealing streetscape as it passes through the Inner Sunset GBD.

We then apply a Relative Benefit factor to this activity accounting for the potential benefit the
general public may receive. The relative benefit factor is a unit of measure that compares the
special benefit that the assessed parcels receive compared to the general benefit that the general
public receives. To determine the relative benefit factor, we used previous studies that conducted
intercept surveys in San Francisco (Union Square and West Portal) and Los Angeles (Historic
Downtown, Leimert Park, Arts District, Downtown Industrial, Fashion District, and Sherman
Oaks). These surveys determined the percentage of people within a district who were generally
benefitted and did not engage in business activity. The surveys found that on average 1.4% of
the respondents within the district boundary were not receiving any special benefits. However, to
be conservative, we assigned a relative benefit factor of 0.05 (5%) to account for any potential
difference between these study areas and the ISGBD. Based on our professional experience and
the results of previous studies, it is reasonable to conclude that this relative benefit factor properly
accounts for the general public in the District that is not specially benefitted. The relative benefit
factor is then multiplied by the ISGBD activity’s budget to determine the overall general benefit
for the Clean and Safe activities plus the Neighborhood Beautification activities. The following
table illustrates this calculation.

A B C
Budget Relative General Benefit Allocation
ACTIVITY Amount Benefit Factor (A xB)
Clean, Safe and Beautiful $670,000 5.00% $33,500

This analysis indicates that $33,500 of the Clean and Safe and Neighborhood Beautification
activities may be attributed to general benefit to the public at large, and must be raised from
sources other than special assessments.

Total General Benefits

Using the sum of the three measures of general benefit described above, we find in year one that
$33,500 (5.0% of the Clean, Safe and Neighborhood Beautification budget, which is equal to
3.62% of the total ISGBD budget) may be general in nature and will be funded from sources other
than special assessments.
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SECTION F: COST ESTIMATE
2019 Operating Budget

The Inner Sunset GBD’s operating budget takes into consideration:

1. The improvements and activities needed to provide special benefits to each individual
parcel within the ISGBD boundary (Section B),

2. The parcels that specially benefit from said improvements and activities (Section C), and

3. The costs associated with the special and general benefits conferred (Section E).

. Less
GBD Improvements, Services, Total
Activities Budget General Assessment
Benefit

Clean & Safe $ 285,000 ($ 14,250) $ 270,750
Neighborhood Beautification & $ 385,000 ($19.250) $ 365750
Improvements

Advocacy, Marketing & Administration $ 255,000 $ 255,000
Annual Budget $ 925,000 ($ 33,500) $ 891,500

Budget Notation
The cost of providing programs and services may vary depending on the market cost for those

programs and services. Expenditures may require adjustment up or down to continue the intended
level of programs and services. Assessments will be subject to an annual increase of up to 3%
per year to address changes in the cost of providing services. The actual amount of increase will
be determined by the Owners Association and will vary between 0% and 3% in any given year.
Any change will be approved by the owner’s association board of directors and submitted to the
City within its annual planning report.
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Projected 15-Year Maximum Budgets
The following table illustrates the ISGBD’s maximum annual budget for the District's 15-year
term, projecting the 3% maximum annual budget adjustment every fiscal year.

Fiscal Year | Total Budget
2018/19 $925,000
2019/20 $952,750
2020/21 $981,333
2021/22 $1,010,772
2022/23 $1,041,096
2023/24 $1,072,329
2024/25 $1,104,498
2025/26 $1,137,633
2026/27 $1,171,762
2027/28 $1,206,915
2028/29 $1,243,123
2029/30 $1,280,416
2030/31 $1,318,829
2031/32 $1,358,394
2032/33 $1,399,145

Euture Development

The above table is based on the district's current development status and does not account for
possible increases to assessments due to changes to the parcel characteristics that are used to
allocate special benefits (e.g., building square footage). The amount of each parcel’s assessment
will depend on the existing assessment rates as well as the specific characteristics of the parcel,
as explained in further detail below in Section 5. Each parcel will be assessed on a prorated basis
from the date it receives a temporary and/or permanent certificate of occupancy. Thus, changes
to a parcel may result in corresponding revisions to the assessments. Over time the total
assessments levied in the district likely will increase as parcels are developed.




Inner Sunset GBD January 2018
Engineer’s Report Page 19 of XX

SECTION G: APPORTIONMENT METHOD

Assessment Methodology

As previously discussed in Section C, the ISGBD is segregated and into two benefit zones;
Commercial Core and Neighborhood Zone. In addition, as described in Section D Non-Profit and
Open Space parcels benefit differently than all other land use types from the ISGBD activities.
The table below summarizes the assessable lot square footage, building square footage and
linear street frontage for each benefit zone and land use type.

Benefit Zone Land Use Lot Sq. Ft. Bldg Sq.Ft. Linear
Commercial Core 683,933 837,041 10,545
Neighborhood Zone 6,123,816 5,595,757 63,690
Non-Profit and Open Space 335,975 120,635 4,025

Calculation of Assessments

Based on the benefit zones, special benefit factors, assessable square footage and the proposed
budget, all of which are discussed above, the following table illustrates the first year's maximum
annual assessment per parcel assessable square foot per each zone.

Per sq.ft. of Per sq.ft. of Per Foot of
Benefit Zone Land Use Building per Year | Lot per Year Linear Frontage |
Commercial Core $ 0.0724 $ 0.0217 $10.2708
Neighborhood Zone $0.0724 $0.0217 $ 2.3991
Non-Profit and Open Space $ 0.0000 $0.0217 $ 2.3991

Sample Parcel Assessments
To calculate the assessment for a parcel in the Commercial Core with a 1,000 square foot lot, a
1,500 square foot building, and 50 linear feet the calculation is as follows:

Lot square feet (1,000) x $0.0217 = $21.70

Building square feet (1,500) x $0.0724 = $108.60
Linear street frontage (50) x $10.2708 = $513.54
Total Parcel Assessment = $643.84

To calculate the assessment for a parcel in the Neighborhood Zone with a 1,000 square foot lot,
a 1,500 square foot building, and 50 linear feet the calculation is as follows:

Lot square feet (1,000) x $0.0217 = $21.70

Building square feet (1,500) x $0.0724 = $108.60
Linear street frontage (50) x $2.3991 = $119.96
Total Parcel Assessment = $250.26

To calculate the assessment for a Non-Profit’Open Space parcel with a 1,000 square foot lot, a
1,500 square foot building, and 50 linear feet the calculation is as follows:
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Lot square feet (1,000) x $0.0217 = $21.70

Building square feet (1,500) x $0.0724 = $0.00

Linear street frontage (50) x $2.3991 = $119.96

Total Parcel Assessment = $141.66

The assessment calculation is the same for every parcel in the ISGBD respective of the benefit
zone and land use and assessment rates.

Public Property Assessments

The District will provide all the improvements and activities to the City of San Francisco or any
other government-owned parcels with the ISGBD boundary. All publicly-owned parcels will pay
their proportional share of costs based on the special benefits conferred to those individual
parcels. Public owned parcels, such as the | brary and park will receive special benefit from District
services that lead to increased use which directly relates to fulfilling their public service mission.
Article Xl D of the California Constitution was added in November of 1996 to provide for these
assessments. It specifically states in Section 4(a) that “Parcels within a district that are owned or
used by any agency...shall not be exempt from assessment unless the agency can demonstrate
by clear and convincing evidence that those publicly owned parcels in fact receive no special
benefit.” Below is the one publicly-owned parcel that specially benefits from the ISGBD activities.

PARCEL
APN OWNER NAME SITE ADDRESS ASSESSMENT

Maximum Annual Assessment Adjustments

The cost of providing programs and services may vary depending on the market cost for those
programs and services. Expenditures may require adjustment up or down to continue the
intended level of programs and services. Assessments maybe subject to annual increases not to
exceed the assessment rates in the table below for any given year. Increases will be determined
by the District Owner's Association and will vary between 0% and 3% in any given year. Any
change will be approved by the owner’s association board of directors and submitted to the City
within its annual planning report, pursuant to Section 36650 of the Califomia Streets and
Highways Code.

Budget Adjustment

Any annual budget surplus will be rolled into the following year’s District budget. The budget will
be set accordingly, within the constraints of the management plan to adjust for surpluses that are
carried forward. District funds may be used to fund the cost of renewing the District. Funds from
an expired District shall be rolled over into the new District if one is established, or returned to the
property owners if one is not established, in accordance with the Streets and Highways Code
section 36671.

If an error is discovered on a parcel’'s assessed footages, the District may investigate and correct
the assessed footages after confirming the correction with the San Francisco County Assessor’s
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office. The correction will be made in accordance with the assessment methodology and may
result in an increase or decrease to the parcel’s assessment.

The cost of providing programs and services may vary depending on the market cost for those
programs and services. Expenditures may require adjustment up or down to continue the intended
level of programs and services. The owner’s association shall have the right to reallocate up to
10% by line item of the budget allocation within the budgeted categories. Any change will be
approved by the owners’ association board of directors and submitted to the City of San Francisco
within its annual planning report, pursuant to Section 36650 of the California Streets and
Highways Code. The overall budget shall remain consistent with this Management District Plan.
Each assessed parcel pays for 100% of the special benefit received based on the level of benefit
received.

Bond Issuance
The District will not issue bonds.
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SECTION H:  ASSESSMENT ROLL

The total assessment amount for FY 2018/2019 is $891,500 apportioned to each individual
assessed parcel, as follows.




