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A community bank will be established whose primary interest
will be the development of the waterfront site south of Mission
Street. The bank's main responsibility will be to finance all
visions approved by the community board. After the fifteen
year development period, the bank will assume responsibility for
coordinating loan and bond payments, and for_findihg continued
resources to keep the community in good repair. In addition to
its development responsibilities, the bank will also serve the
residents: and businesses of the community as the central financial

institution.

Initially, the bank will be operated as an extention of
the city. The city of San Francisco will lease the land to
the bank for a 99 year period. The land leases will provide
security for the bank and will act as a symbolic gesture of con-.
fidence on the part of the city. Although the city will be
responsible for the intial organization, the community will
cradually assume responsibility for the bank's operation as it
becomes increasingly self-reliant and defined.

The cost for any urban renewal development is enormous,

To determine the financing system and source of resources for

the community bank, the amount of capital necessary for incremen-
tal development over 15 years first had to be calculated, (See
Chart 1). These figures were developed by using the recommmended
distributions of building functions and a total buildable ground
area of 700,000 ft.z. Afterwards, the total costs for each
building type were divided by 15 to arrive at yearly cogts.

A distiction was made between projects which will be funded
from private vs. public sources to determine the resonable

contribution of government grants and loans. As evidenced by



CHART 1-NEEDED CAPITAL FOR THE DEVELOPMENT
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by Chart 1, it was assumed that government finanacing sources,

at federal, city and community levels, will be responsible for
funding the infrastructure, community projects, parking, and

15% of the housing. Expenses in Chart 1 were estimated at
$6O/ft.2 for typical building construction and $2O/ft.2 for
parking construction. Yearly inflation rates of 12% for expenses
were included later in Chart 2.

Once the magnitude of financing was determined exploration
of resources for project loans followed. Several sources of
financing were examined for their feasibility. (See Chart 2).
These sources included: government grants; community bonds;
downpayments from private projects; returns-from loans for
private projects; parking; returns from land leases; and
savings from community residents and businesses.



CRART 2: PROPOSED RBRUDGET FOR S YEAR DEVELOPHENT
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The community bank will have total control over all
"~ funds except the community bonds which will be given by outside
investors. For this reason, all outside investment will be

1imited to less than 49% per year. This imposed limit will
insure city and community control over the waterfront development

ared.

The ma jor sourcs d% initiai capital will come from federal
government grants. DependénCe upon federal money willl diminish
as tre community develops and other funding sources become more
substantial. The contributed grants will be the minimum
necessary to permit development to contlnue smbothly each
year. These figures will be calculated by subtracting all

the available resources from the projected yearly expenses.

The total federal government's contribution will equal
only $65.3 million, (1less than what has been spent on the Yerba
Buena development project up to this date), and will be provided
from programs such as Community Development Block Grants and

HUD's Urban Development Action Grants.

Money from the grants will be used to provide thé communl ty
infrastructure, build the community projects and subsidize low-
income housing. In addition, these funds will provide securlty

for outside investment in the community bonds.

The community bonds will be another large initial source

of capital. These bonds will provide the only opportunity for
investment from people and corporations outside of the community,
and therefore, will be the only resource which the community does

not directly contribure.

Initially, development will rely upon 40% of its finances
from outside investors. By the end of the 15th year, however,
only 472 of construction funds will be contributed in this manner.
This drastic reduction will clearly demonstirate the communi ty
bank's growing self-dependence.

The community bonds will be floated for a 20 year period
at an 87 interest rate. Each bond, after the 20 year maturation

period, will subequently, be pald in full. Therefore, from the
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20th year to the 45th year the community bank will be responsible
for paying back the bonds using funds they will collect from
the parking and returns on construction loans.

The third source of funding will be the conventional down
payments from construction loans. To insure that everyone whose
vision is approved by the community board will be able to follow
through and construct their project. there will be a variable
p@rcentage required for the down payment; wealthier business may
contribute a greater percentage, smaller businesses and communi ty
buildings may contribute a lesser percentage. This variable down
payment rate will reduce the amount of interest leage successful
businesses will owe to the community bank, and simulaneously
will give the community a greater amount of initial capital.

The calculations in Chart 2 are based on an average 20% down

paymént.

The community bank will be responsjible for funding all
visions approved by the board. This responcibility of finding
initial funds over the years will provide the greatest amount of
capital for the community bank. As an increasing number of
loans will be made over the 15 year development period, greater
returns may be expected. The loan repayment will initially
provide less than 10%Z of the yearly required funding, yet, by
the last year of development, this financiing‘source will help
to fund 50% of all new development loans. Upon construction's
completion, the returns on construction loans will be collected

to pay back the community bonds.

All loans will be make assuming 12% interest and a 30
year mortgage. Each year a portion of the loan plus yearly
interest due on the outstanding debt will be collected. (See

Chart 3).
It became clear, after several calculations, that parking

will be an invaluable conmmunity resource. For, parking is not
only considerable inexpensive to build, it also yeilds high

profit returns.

At an assumed construction cost of $20/ft.%, parking struc-
tures will cost the community an average of $1million to builld



CHART 3 LOAN PAYMENT SCHEDULE
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61.000ft.2 of parking per year. Assuming one car requlres
600ft.2, the parking will be large enough to provide shelter
for 1000 cars per day. If a $5-a-day fee is charged per car,
the parking will yeild $1 million per year: enough to pay for
itself the first year; pay for more parking construction the
second year; and provide a valuable source for community funds

every following year. (See Chart 4).
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The land leases will provide an additional source of income
for the community bank. Although this resource will contribute
little in the initial development stages, it will become more
“significant in the following years by providing funding for

community maintenance and repair.

As mentioned previously, the city wilill lease the land to

h .
the bank for 99 years. Subsequently, fe bank will lease the
land to developers for a period of 84 to 99 years, depending



upon the year the project was bullt.

The calculations which determined monetary returns from
leases were very rough and under-estimated; none-the-less, they
helped to give a feeling of how much money may be expected
relative to other returns. The value of prime clty property was
taken at $150/ft.2. Considering 700,000 ft.2 of buildable land
on the San Francisco waterfron site, the Iotal land worth
was calcubted to be $100 million. The total worth, divided by
15 years of incremental developments, yeilded a value of $7 million
per year. However, communi ty projects, parking and federal
housing will be exempt from leases and represent 35% of the
proposed development: $7 million/ year x 35% = $4.5 million/year.

Approximate lease values were determined by dividing this
value by a supposed 30 year mortgage with 127% interest:
$4.5 million/30 years = $150,000 x 127 = $160,000/year.
This value will increase arithmetically over the 15 years and
will level off to provide $2.4 million/year for the length of

the lease.

Savings from community residents and businesses were
the last financial resource examined. Essentially, this resource
will provide an insignificant amount of initial capital. |
However, symbolically the savings will remain an important con-
sideration, for they will strengthen the community's 1lnterest
in the development and will tie together the people who will
live and work in tk community.

Although, as Chart 2 indicates, projected savings from
the community recidents will be small, it was felt that the
undetermined amount of savings from community businesses will
be quite considerable after the tenth year of development when
whe businesses will be more stabilized. These uncalculated funds

will provide a monetary cushion for the bank's security.

A1l of these funding resources, when combined, will
establish a strong financial institution within the community;

one which will help to make the visionary projects, reality.



