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Executive Summary

This report covers the work conducted for Task 4: “Identify Models for a Quasi Public Entity which will govern and administer the Fund’s activities and resources.”  It includes analysis and recommendations pertaining to the structure and functions of the Quasi-Public Entity for the Shipyard Legacy Fund.

Sections I, II, and III: Introduction, Scope of Work and Process
The consulting team’s work plan was developed in response the Request for Proposals, and was additionally guided by the decisions codified in the Disposition and Development agreement for Phase 1 of the Shipyard Development. In the fall of 2005, the team refined the work plan in consultation with the Supervisory Team.  Supervisory Team reviewed and approved  the plans for the research, the preliminary findings, and the preliminary and final recommendations.  The Citizens’ Advisory Committee met in regular and special meetings to review each major phase of the task.  In addition there were two community workshops for which the QPE design and structure were the focus.

Section IV: Guiding Principles
The Citizen’s Advisory Committee, the San Francisco Redevelopment Agency, and the community have identified a number of principles to shape the formation and ongoing character of the QPE. These principles can be summarized as inclusivity; effectiveness; and efficiency/fiscal responsibility. The QPE must be inclusive, with robust community participation in all aspects of its work.  Its programs effectively fulfill the goals articulated by the community. And it must be as efficient and fiscally responsible as possible in carrying out its mission. These principles will pervade the organization’s governance, including the constitution of its governing body as well as its procedures for decision-making, management, and oversight, as well as its specific operations, from planning to implementation to evaluation.  

The first step taken toward refining and operationalizing the three guiding principles for the QPE was to outline their various “dimensions” in the context of community development entities.  These definitions were used to guide the assessment of models and options throughout the process of research and deliberation.
Section V: Implementing the Roadmap and Beyond: QPE Functions
The QPE is expected to evolve into an independent organization that will continue to serve the community after the initial Roadmap activities have been carried out. The structure of the QPE needs to be sufficiently flexible to accommodate organizational growth and changes in programmatic priorities.

The functions needed for implementing the Roadmap and thereafter include: grantmaking, financial investment, capacity building, community-based research and planning, and neighborhood development.  Each of the organizational functions that the QPE is likely to assume presents various benefits, challenges, and tradeoffs in relation to the key principles of the QPE.  
Section VI: Key Components of QPE Structure 
This section lays out the framework used to analyze options for QPE design, including sub-sections devoted to background information on each of four key components of organizational structure: 
1. Legal and Tax Status

2. Governance

3. Operations

4. Finances
This framework includes and expands upon the evaluation criteria described in the RFP (Section 4.2). Each sub-section includes descriptions of important aspects of the component, summarizes options, identifies key legal requirements and important lessons and precedents, and provides background information which the CAC and the SFRA have used, and can continue to use, in the development of the QPE.   

Section VII: Analysis of Organizational Models for the QPE
To inform the development of recommendations for the organizational and governance structure of the QPE, PolicyLink analyzed eight different organizational types based on their potential relevance to the QPE mandate, origins, and likely functions and activities. 
1. Community Based Developers

2. Community Land Trusts

3. Quasi-Public Community Development Institutions 

4. Community-focused Foundations and Affiliated Funds

5. Operating Foundations

6. Community Development Financial Institutions (CDFIs) 
7. Socially Responsible Investors

8. Implementors and Monitors of Community Benefits Agreements

Within these organizational types, we looked for existing organizations that have functional and structural characteristics that embody to some degree the principles that the QPE is to embody and the types of activities that the QPE is likely to carry out given the Roadmap decisions.  For each of the eight types of organizations, there is a description, at least one example, and a summary of key lessons for the QPE. 

Section VIII: Recommendations for Quasi-Public Entity Formation and Structure
These recommendations are intended to reflect the underlying principles of inclusivity, effectiveness, and efficiency/fiscal responsibility that have been articulated by the community, the CAC, and the SFRA as well as evidence from our research into the governance structures of other organizations with similar purposes and functions to those of the QPE. The recommendations follow the four key components of QPE structure—legal and tax status, governance, operations, and finances. Several of the most fundamental recommendations are summarized here, while the full report is much more extensive.

Legal and Tax Status
Legal Structure.  The QPE should be a Nonprofit Public Benefit Corporation organized primarily for public and charitable purposes with plans to obtain state and federal tax exempt status. Once established, the QPE may choose to create and control one or more additional for-profit and/or nonprofit corporations to carry out elements of its mission. 

Original incorporators.  A new nonprofit needs a group of individuals to serve as incorporators, in essence, its formal creators.  The Director of the San Francisco Redevelopment Agency, a representative from the Mayor’s Office, the District 10 Supervisor, one well-respected resident of the BVHP neighborhood selected by the CAC, and 3 members of the Citizens Advisory Committee should serve as the original incorporators of the QPE, filing and signing the Articles of Incorporation. 

Start-up period.  The 7 original incorporators would be responsible for overseeing the process of selecting an initial board of directors for the QPE in accordance with the board selection procedures adopted by the CAC They would also set up the initial board meeting of the QPE and work with the new board to prepare and adopt the Bylaws for the QPE, which set out the internal operations of the corporation.
Governance
a. Type of Board.  The governing board of the QPE should be what is generally known as a “policy board,” that is, one that sets organizational policies and program priorities, approves the budget, and selects an Executive Director of the QPE. The Executive director will report to the board of directors, and all other staff will be under the supervision of the Executive Director.
b. Board Size. The QPE board should be medium-sized, with 17 voting members.
c. Board Member Selection. The original incorporators will manage the process by which the initial board of directors is seated. A written description of the duties and responsibilities of board membership will be prepared and made public prior to the appointment process. All nominees for the board of directors, for both the 10 organizational will be asked to submit written statements that confirm their willingness to serve and describe their qualifications and interests, to be presented at a public meeting held by the incorporators. Selection of the founding board of the QPE would be as follows:
i. Initial Appointments.  10 members would be appointed by the following groups:

· CAC – 1 member

· BVHP Redevelopment Project Area Committee – 1 member 
· San Francisco Redevelopment Commission – 1 member

· Mayor’s Office of Community Development – 1 member

· District 10 Supervisor – 1 member

· Organization representing BVHP small business community – 1 member

· Organization representing BVHP faith community – 1 member

· 6 BVHP public housing tenants’ organizations – 3 members, with no more than one from a single organization

Appointees of the three government entities (Redevelopment Commission, Mayor’s Office of Community Development, and Supervisor) can be the principal of the agency, a staff member, a commission member, or another designee. Preference will be given to residents of the BVHP area. 

An individual’s position on the board of directors would terminate in no later than 90 days if they left the relevant staff position or otherwise lost their direct connection to work, residency or other activity in BVHP.  
No appointment will be made that would create a conflict of interest for a board member, given the contractual relationship which the QPE will have with the Redevelopment Agency and possibly with other bodies of local government.

ii. Completing the Board Membership.  The 7 remaining members would be selected by the 10 appointed members through a process they agree upon, possibly nominations and appointments, with at least the following provision for public access and engagement: all nominees for the board of directors will be asked to submit written statements that confirm their willingness to serve and describe their qualifications and interests. 

The remaining members of the board should be chosen in a manner and with the result that would round out the diversity of the overall board with respect to many categories of race and ethnicity, age, personal background and areas of contributions and expertise. A majority of board residents should be BVHP area residents.

d. Open Meetings and Conflict of Interest Policies: The QPE should adopt all necessary policies regarding open meetings, conflicts of interest and other practices of good government and nonprofit management that reinforce the principles under which it was founded and are consistent with the laws governing nonprofit organizations doing business with the City and County of San Francisco and the San Francisco Redevelopment Agency.

e. Relationship to San Francisco Redevelopment Agency.  The QPE shall be governed by an independent board of directors. The SFRA should have one seat on the board of directors, as described above.  The SFRA should approve the portion of the QPE annual budget that pertains to the expenditure of the principal funds that the agency has transferred to the QPE.  A contract between the SFRA and the QPE will define and govern the expenditure of those funds in accordance with the relevant public laws.  The SFRA should not have the authority to change the policy decisions of the QPE unless activities are legally impermissible. 

i. Benchmarks for Increasing QPE Autonomy.  The QPE will, over time, develop considerable management and programmatic capacity, and this should be reflected in a higher level of autonomy in the governance of its affairs.  The QPE and SFRA should work to establish benchmarks to reflect such capacities as they are built. The attainment of those benchmarks should result in greater autonomy. As a possible example, the annual budget review and approval cycle could be changed to a two year, and then a three year budget approval cycle.  
Operations 
The board and executive director of the QPE will build up its capacity to carry out its mission through a staff of its own and through a variety of arrangements with existing organizations, with a preference toward use of groups based in Bayview-Hunters Point wherever feasible.  Based on the founding documents and the priorities determined through the creation of the Roadmap, the possible functions of the QPE include program design and development, community assessment and planning, grant-making to nonprofit organizations, investment of capital in business and real estate, and contracting with nonprofit organizations or for-profit firms for services.
Internal Versus External Programs. The QPE will have the option of carrying out its program priorities through the direct work of its staff, and through at least five other arrangements:
· Contracts 

· Grants 

· Partnerships 

· Investment positions 

· Creation of subsidiary organizations 
Use of BVHP Resources.  In determining whether a particular program or service of the QPE should be carried out internally or externally, the QPE shall determine if an existing BVHP organization has the capacity to carry out the program or if there is a BVHP organization whose capacity could be readily built.  If such an organization exists, then the QPE shall engage the qualified BVHP organization in carrying out the program or service rather than carry out that program internally.  The QPE may, however, designate certain programs as core to its mission and, therefore operate them internally even though an existing BVHP organization has the capacity.
Finances 
The first funds from the proceeds of land sales are projected to become available to the QPE in 2009, but the organization should establish its processes for budgeting, managing its finances, and fundraising well before then. This would enable the QPE to be in a position to take on other community projects before receiving the land sale proceeds, and to develop other sources of funding.
The report details the steps that are required if a fiscal sponsor agency is to be engaged to manage philanthropic or governmental funds that are received before the new QPE organization’s nonprofit tax status is finalized. 

The planning process for the Roadmap and the QPE confirmed the value and importance of creating assets and a long-term source of revenue for community-focused activities. This would take the form of an endowment of some kind, such that a substantial, as yet undetermined portion of the land sale proceeds would be invested for the long term, with the interest potentially available on an annual basis but the principal unspent in order to be a growing asset.  
Section IX: Mission and Vision Statements for the QPE
The mission of the Shipyard Legacy Fund’s QPE is to oversee and govern all uses of the SLF assets in a manner that serves the interest of the Bayview-Hunters Point Area community as a whole and that operates to ensure that the Fund assets are used to create opportunities for residents of this community.  

A Vision for the Quasi-Public Entity: The QPE shall be guided by the principles of transparency, inclusivity, effectiveness, and efficiency/fiscal responsibility in all of its operations and decision-making. The QPE shall always seek to enhance existing assets through all applicable public, private and philanthropic resources. Composition of the QPE Board will strive to be reflective of the community it exists to serve and the QPE shall always strive to hold itself accountable to that community. The SLF shall develop into a valued and respected community institution, both within and outside of the BVHP area, which is routinely called upon by the SF community for its ability to direct its own resources and catalyze other public and private resources to effectively address the needs of BVHP residents in a manner that produces improved outcomes for residents and conditions in the neighborhood.  
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