
 

 

 

 
Memorandum 

   Agenda Item 3a.i. 

TO: Bay Area Headquarters Authority DATE: February 13, 2019 

FR: Executive Director W. I.  9144 

RE: BAHA/ BAAQMD Funding Agreement: 375 Beale St. Large Retail Space Development 
($3,000,000) 

 
This memorandum requests Authority approval to enter into a funding agreement with the Bay 
Area Air Quality Management District (“Air District”), for the build-out of the Large Retail 
space on Level 1 of the Bay Area Metro Center at 375 Beale Street, San Francisco for an amount 
not to exceed $3,000,000, and to execute a related amendment to the Covenants, Conditions and 
Restrictions (CC&Rs) for 375 Beale Street.  
 
Background 
The Large Retail Space on Level 1 is approximately 4,300 square feet and requires life safety 
and other infrastructure improvements before it is useable.  After several creative workshops and 
tours with a variety of staff, tenants and neighborhood representatives in December 2016, three 
main design and operational needs were identified: nearby lunch options, large capacity meeting 
and public outreach space, and gathering space that supports a wide range of events including on 
evenings and weekends. BAHA’s architect, TEF Architecture and Interior Design, Inc. (TEF), 
has developed a program and design for the Level 1 Large Retail Space, as presented to the 
Authority at the July 2018 meeting (Attachment B, July 2018 Agenda Item 4c.i).  
 
During agency business hours, the improved space would function similar to the existing Yerba 
Buena and Ohlone conference rooms, acting as a large configurable meeting space. During off-
hours, staff is exploring the idea of bringing in a third-party operator to reserve and host outside 
and community events. Net revenue from any such operation is expected to be nominal. 
 
The total program cost is estimated to be $6.3 million, including construction, audio/visual and 
information technology deployment, design, furniture, permitting, and contingency. BAHA has 
$3.3 million budgeted across the budgets for Capital Building Development ($0.8 million), 
Commercial Development ($2 million), and Building Improvement ($0.5 million).  
 
The Air District expressed interest in investing in the development of the space. On February 6, 
2019, Air District’s board approved the terms of a funding agreement that would have Air 
District contribute $3.0 million in return for the space being converted from BAHA Commercial 
Space to Jointly Used Space (JUS). Designating the space as JUS would require an amendment 
of the CC&Rs and would allow Air District to have the same rights of access and use as BAHA. 
Air District would also receive a proportional share of net operating income generated in the 



Bay Area Headquarters Authority 
February 13, 2019 
Page 2 of 2 

Agenda Item 3a.i. 

space. The terms of the proposed funding agreement are included as Attachment A. The funding 
split is roughly 48% Air District and 52% BAHA. 

Recommendation 
Staff recommends the Authority authorize the Executive Director or designee to negotiate and 
enter into a funding agreement with Air District consistent with Attachment A, Term Sheet, in an 
amount not to exceed $3,000,000 for the development of the Large Retail Space on Level 1 of 
the Bay Area Metro Center, and to execute an amendment to the CC&Rs to designate the space 
as JUS. 
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TERM SHEET FOR A FUNDING AGREEMENT FOR A PORTION OF 375 BEALE STREET 

 (DRAFT: January 31, 2019) 

This Term Sheet (the “Term Sheet”) contains the basic terms to be included in a future Funding 
Agreement for the property described below.  The parties are the Bay Area Air Quality Management 
District (the “Air District”), and the Bay Area Headquarters Authority (“BAHA”).   The proposed 
transaction is subject to (i) the acceptance by both parties of the terms as finally negotiated, and (ii) the 
negotiation, execution and delivery of a MOU.  It is understood that this Term Sheet does not constitute a 
binding contract, and that the parties do not intend to be legally bound unless and until a definitive MOU 
has been executed by both parties. 

GENERAL TERMS: 

Property Description: The portion of the first floor of 375 Beale Street, San Francisco, CA 
delineated in Attachment A and referred to as Large Retail. 

  
Agreement Price: 
 

Upon execution of the Funding Agreement the Air District will provide 
BAHA $3,000,000 in return for the build-out of the Large Retail space and a 
proportional share of any net operating income generated in the space.  Any 
proportional share of net operating income generated in the space may be 
applied to obligations owed the Condominium Association by the Air 
District. Air District would not be required to share in construction cost 
overruns for the scope stated herein. 

  
Condominium: The Large Retail space will become a Jointly Used Space as defined in the 

CC&Rs. 
  
Scope: The scope of the project in this Term Sheet is the tenant improvement (TI) of 

the Level 1 Large Retail to create a shared conference space with a non-
cooking café. Improvements include finishes comparable to the quality of 
the lobby interior, kitchen equipment suitable for reheat catering and pop-up 
food service, and conference-type furniture. Audio-visual improvements 
include lighting, screens and monitors, and microphones and speakers. 
Included in the scope is configuration to accommodate future installation of 
web casting and video conferencing. Not included in the scope are increases 
in network capacity.   
 
As a separate project BAHA plans to expand the Yerba Buena/Ohlone space, 
and the Air District anticipates participation under separate agreement in 
associated audio visual improvements. 

  
Operations: 
 

BAHA and Air District will share first priority for the use of the Large Retail 
for agency events. BAHA intends to hire an operator to program the space 
for events when not in use by agencies. Operator costs are intended to be 
covered by revenue from the events. 

  
Termination: 
 

BAHA and the Air District will define a mutually agreeable method to 
terminate the agreement that is consistent with existing termination causes in 
their existing agreements, to the extent applicable.   
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REQUEST FOR AUTHORITY APPROVAL 
 

Summary of Contract 
 

Contractor: Bay Area Air Quality Management District (Air District), 
San Francisco, CA 

Work Project Title: Large Retail Space Development Funding Agreement 

Purpose of Project: Develop the Large Retail Space on Level 1 of the Metro 
Center 

Brief Scope of Work: Fund design and construction services related to these tenant 
improvements in exchange for conversion of the space to 
Jointly Used Space and a share of Net Operating Revenue. 

Project Cost Not to Exceed: $3,000,000 (incoming) 

 

Funding Source: Air District  

Fiscal Impact: Funding would increase the FY 2018-19 BAHA 
Commercial Development Fund by $3.0 million, pending 
approval of BAHA Resolution No. 20, Revised.  

Motion by Authority: That the Executive Director or designee is authorized to 
enter into an agreement with Air District as described above 
and in the Executive Director’s memorandum dated 
February 13, 2019, and to execute an amendment of the 
Covenants, Conditions and Restrictions for 375 Beale Street 
to designate the space as Jointly Used Space. 

 

BAHA Chair: 

 

 Chair Signature 

Approved: Date: February 27, 2019 
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