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Overview of Port properties committed and/or capital improvements for trust uses:  

• Parks and waterfront public access

• Maritime and water-dependent facilities and operations

• Trust-consistent Maritime mixed use developments approved by State Lands 
Commission and Port Commission
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This chart describes seven key categories that reflect the ways in which 
improvements to Embarcadero Historic District resources can deliver public trust 
benefits.  Different facilities, pier condition, proposed uses, and public benefit 
improvements result in a variety of ways in which a project can provide public trust 
improvements; there is no one-size fits all approach.  The matrix illustrates a 
spectrum of ways to achieve different public trust objectives at varying scales, with 
the top row representing the most desirable form of improvement, by category.
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• All scenarios assume a total of 100,000 square feet of leasable space and public-
oriented uses in the bulkheads

• Most of the piers are 100 years old vary in terms of structure type and condition 

• Scenario 1 assumes full rehabilitation which would require non-Port, outside 
sources (private or grants)

• The Exploratorium at Piers 15-17 is an example of an “All Trust” Scenario 1 site. 
The Exploratorium held an extensive private fundraising campaign. Prior to their 
rehabilitation, Piers 15-17 were substantially deteriorated. 
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• All scenarios assume a total of 100,000 square feet of space and public-oriented 
uses in the bulkheads

• Scenario 2 assumes $1 of rent per square foot per year 

• This is the “break-even” scenario as it assumes balancing some higher-revenue 
generating uses with public-oriented uses 
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• All scenarios assume a total of 100,000 square feet of space and public-oriented 
uses in the bulkheads

• Scenario 3 maximizes long-term revenues at one site to help rehabilitate other 
sites   
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This comparison chart conveys the public trust improvements and benefits, as 
outlined in the previous public trust objectives matrix earlier in the presentation, and 
a scorecard to reflect the relative value in each trust category.  A 4-anchor 
represents the highest public trust value.
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EPS is also analyzing scenarios for intermediate-term leasing (more than 10 years). 
Long-term development projects take years to complete, while maximum lease term 
is becoming compressed as Sea Level Rise estimates increase.  In addition,
deterioration of sub structural elements continues.  

For tenant-performed improvements on Port’s interim leases, the increased cost of 
pier repairs and utilities drives up the cost of tenant improvements. Higher 
investments for tenants translates into a need for longer lease terms, due to longer 
amortization periods for the investment. 

7



Over half of Port leases are for 5 years or less.  While this provides flexibility to the 
Port for different tenant opportunities, short term leases generally do not deliver 
repairs or improvements that extend useful life, increase exposure to vacancies 
during down markets, and produce less stable revenue stream.
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Intermediate lease term length:

• Can deliver more investment

• Will rely on a mix of high and low intensity uses, below historic occupancy limits

• Will include some public access and maritime trust use

• Will vary from 11 to 30 years
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• Intermediate leasing would allow the Port to make incremental improvements to 
piers/buildings 

• Sample repairs and improvements include roof repairs, utilities upgrades, partial 
structural repairs, some seismic improvements 
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Port-managed scenario

Is envisioned as retail/restaurant or other activated use in the bulkhead; light 
industrial and warehouse in bulk of the shed, potential berthing for maritime tenants, 
and a limited footprint for office or PDR uses with relatively high rents and 
intermediate lease term lengths of 20 to 30 years. 
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• Assumes $2 per square foot is the minimum rent that the Port would ask for in an 
intermediate leasing scenario 

• Lenders tend to require repayment terms that are longer than lease terms 

• If we ask for improvement investments, we would expect to ask for less in rent 

• Chart illustrates how $5M to $15M investment intersects minimum rent as lease 
term extends 

• Chart illustrates relationship of longer lease term and higher investment potential: 
Is not intended to show numeric findings
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While $5M to $15M investment is possible under a longer-term lease scenario, 
considerations for lenders for a loan to a tenant for tenant improvements include 
key tenant financial attributes and creditworthiness. 
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• “Master Tenant Model” refers to a multi-tenant site, with one managing, “Master,” 
tenant. 

• Could leverage high investment through use of entire facility’s leasable square 
footage. 
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Chart illustrates cashflow to master tenant, with an upfront $20M to $30M 
investment, with income from the leasable square feet repaying this initial 
investment, plus a return on the investment. 

While market conditions will influence rent and the required market return on the 
investment, the assumptions included in this cashflow result in the need for a 14 to 
34 year lease term required for the $20M to $30M investment. 
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• Chart summarizes how the two scenarios (Port-managed and Master tenant) 
achieve the various Trust objectives set forth in prior meetings. 
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