
FOURTH AMENDMENT TO MANAGEMENT & LEASE AGREEMENT 

This 7'fl')/:mendment to Management and Lease Agreement ("Fourth Amendment'') is 
made as of , 2017, in San Francisco, California, by and between CITY AND 
COUNTY OF AN FRANCISCO, a municipal corporation ("City"), represented by the Mayor, 
acting by and through the Mayor's Offi'ce of Housing and Community Development 
C'MOHCD"), and MERCY MIDTOWN £NC., a California nonprofit public benefit corporation 
("Mercy"). 

RECITALS 

A. City and Mercy are parties to that certain Management and Lease Agreement 
dated as of January 31, 2014, as amended by an Amendment to Management and Lease 
Agreement dated as of May 1, 2014 ("First Amendment"); as further amended by a Second 
Amendment to Management & Lease Agreement dated as of March 27, 2015 ("Second 
Amendment"); and as further amended by a Third Amendment to the Management & Lease 
Agreement dated as of November 17, 2016 (the "Third Amendment," and together with the First 
Amendment and Second Amendment, collectively, the "Lease"), pursuant to which Mercy leases 
and manages the Premises. Capitalized terms used herein and not otherwise defined shall have 
the meanings set forth in the Lease. 

B. Mercy has determined that certain Changes to the Improvements ~re necessary for 
the benefit of the Site and the residents, and the City has approved and has agreed to fund such 
Changes, subject to certain terms and conditions. 

C. Under the Third Amendment, the City provided $5,000,000 of COBO funds to 
Mercy for Changes approved by the City. Mercy has completed the Changes on 68 units and 
common areas as set forth in Exhibit A attached hereto ("Phase I Changes"). After City required 
mandatory inspections on all units, Mercy determined that an additional 51 units need 
improvements. Mercy has requested additional funding to pay for such improvements, which 
were initially omitted from the Scope of Work funded pursuant to the Third Amendment. 

D. The parties now desire to enter into this Fourth Amendment to set forth the scope 
of work for Phase II of the Changes and the terms and conditions of their agreement in 
connection therewith and to otherwise amend the Lease as more particularly set forth below. 

NOW THEREFORE, for good and valuable consideration, the receipt and sufficiency of 
which is hereby acknowledged, the City and Mercy hereby agree as follows: 

I. Phase II Scope of Work. As required under Section 5 .10 of the Lease, the City 
hereby approves the Changes set forth in Exhibit B, attached hereto and by this reference made a 
part hereof (the "Phase II Scope of Work"). The Phase II Scope of Work shall be performed in 
compliance with this Fourth Amendment and Exhibit D, attached hereto and by this reference 
made a part hereof. 

2. Definitions. The following additional definitions shall apply to this Fourth 
Amendment: 



3. 

a. "Disbursement" means the disbursement of all or a portion of the Funding 
Amount by the City. 

b. "Expenditure Request" means a written request by Mercy for a Disbursement 
from the Funding Amount, which must certify that the costs covered by the 
Expenditure Request have been paid or incurred by Mercy. 

Funding. 

a. The City is authorized under a contract with the United States Department of 
Housing and Urban Development ("HUD") pursuant to Title I of the Housing and 
Community Development Act of 1974 (42 U.S.C. §§ 5301 et seq.), to distribute 
Community Development Block Grant (''CDBG") funds (the "Funds") for the 
specific and special purpose of increasing the housing stock in the City for low
and very low-income persons. The City agrees to provide to Mercy up to 
$3,670,000 (the "Phase II Funding Amount") of CDBG funds, set forth in the 
Phase II Budget attached as Exhibit C, in order to finance the Phase II Scope of 
Work. The Phase II Funding Amount will be disbursed according to the terms 
and subject to the conditions set forth in Section 5 of this Amendment, below. 

b. The provisions of24 CFR part 84, "Grants and Agreements with Institutions of 
Higher Education, Hospitals, and Other Non-Profit Organizations," and 24 CFR 
part 570, 11Community Development Block Grants" are applicable to all activities 
funded under this Fourth Amendment. 

4. Performance of the Phase II Scope of Work. Mercy must comply with the 
following provisions in performing the Phase II Scope of Work. 

a. Selection Requirements. In the selection of all contractors and professional 
consultants for the Premises, Mercy must comply with the City's procurement 
requirements and procedures as described in the Contracting Manual (2006 
Amendment) for Federally Funded Construction Projects Financed by the 
Mayor's Office of Housing, issued by MOH CD on November 18, 2002, as 
amended on May 22, 2007, as the same may be further amended from time to 
time (the "Contracting Manual"), and with the requirements of the Small Business 
Enterprise Program ("SBE Program") as set forth in the SBE Manual according to 
the procedures established by the City's Contract Monitoring Division. 

b. Plans and Specifications. Before starting any demolition, rehabilitation or 
construction on the Premises, Mercy must have delivered to the City, and the City 
must have reviewed and approved, plans and specifications and the construction 
contract for the Premises entered into between Mercy and Mercy' s general 
contractor and approved by the City (the "Construction Contract"). The plans 
approved by the City must a lso be approved by the City and County of San 
Francisco's Department of Building Inspection (the "Department of Building 
Inspection") (collectively, the ''Approved Plans") prior to the start of any 
demolition, rehabilitation or construction on the Premises. The Approved Plans 
must be explicitly identified in the Constr11.1ction Contract. The specifications 
approved by the City, including the funder requirements and the technical 
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specifications (the "Approved Specifications") must also be explicitly identified 
in the Construction Contract. The Construction Contract may include funder 
requirements not otherwise addressed in the Approved Specifications. The 
Contracting Manual provides further guidance regarding the City's policies for 
the review and approval of plans, specifications and construction contracts. After 
completion of the Scope of Work, Mercy must retain the Approved Plans as well 
as ""Scopes of Work" for each unit, the Approved Specifications and the 
Construction Contract, all of which Mercy must make available to the City upon 
request 

c. Change Orders. Mercy may not approve or pennit any change orders to the 
Appro_ved Plans and Approved Specifications approved by the City without the 
City's prior written consent. Mercy acknowledges that the City's approval of any 
change order will not constitute an agreement to provide additional funds for the 
Scope of Work, unless the City agrees in its sole discretion to provide additional 
funds for that purpose. 

d. Insurance, Bonds and Security. Notwithstanding Article 16 of the Lease, in 
connection with the Phase II Scope of Work Mercy must obtain and maintain, or 
cause to be maintained, the insurance and bonds as set forth in Exhibit E, attached 
hereto and by this reference incorporated herein, from the date of this Amendment 
until the Completion Date and deliver to the Cjty insurance endorsements and 
bonds as described in Exhibit E. 

e. Commencement and Completion of Premises. Unless otherwise extended in 
writing by the City, Mercy must: (a) commence demolition, rehabilitation or 
construction by a date no later than October 1, 2017; and (b) complete the 
Changes by a date no later than March 15, 2018, in accordance with the plans and 
specifications approved by the City, as evidenced by a certificate of occupancy or 
equivalent certification provided by the Department of Building Inspection, and 
an architect's or engineer's certificate of completion (the "Completion Date"). 

f. Rehabilitation/Construction Standards. All rehabilitation or construction must be 
performed in a first class manner, substantially in accordance with final plans and 
specifications approved by the City and in accordance with all applicable codes. 

5. Demolition. Rehabilitation or Construction Disbursements. The City's 
obligation to approve any capital expenditure is subject to Mercy's satisfaction of the following 
conditions precedent. 

a. Mercy must have delivered to the City an Expenditure Request in form and 
substance satisfactory to the City, together with: (i) copies of invoices, contracts 
or other documents covering all amounts requested; (ii) a line item breakdown of 
costs to be covered by the Expenditure Request; and (iii) copies of checks issued 
to pay expenses covered in the previous Expenditure Request. The City may 
grant or withhold its approval of any line item~ontained in the Expenditure 
Request that, if funded, would cause it to exceed the budgeted line item as 
previously approved by the City. Additionally, the City must approve all 
requested reallocations of Funds for line items previously approved by the City. 
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b. No breach of the Lease may have occurred that remains uncured as of the date of 
the Expenditure Request. 

c. With respect to any Expenditure Request that covers rehabilitation or construction 
costs, Mercy must have certified to the City that the Premises complies with the 
labor standards set forth in Exhibit D, Section I, if applicable. 

6. Limitations on Approved Expenditures. The City may refuse to approve any 
expenditure: (a) during any period in which a breach of the Lease by Mercy remains uncured, or 
during the pendency of an uncured breach; or (b) for disapproved, unauthorized or improperly 
documented expenses. The City is not obligated to approve expenditure of the full Funding 
Amount unless approved Expenditure Requests support disbursement of the full Funding 
Amount, and in no event may the aggregate amount of all Funds disbursed to Mercy under this 
Agreement exceed the Funding Amount. 

Lease: 

7. Retention. 

a. In addition to the other conditions to disbursements, Mercy acknowledges that the 
amount of hard costs or tenant improvements costs included in any Expenditure 
Request associated with rehabilitation or construction, when added to previously 
approved costs, may not exceed ninety percent (90%) of the approved budgeted 
costs on a line item basis. 

b. The remaining percentage of hard costs or tenant improvement costs associated 
with rehabilitation or construction may be held by the City (the "Retention") and 
may be released only upon satisfaction of all requirements listed in the 
Construction Manager's Checklist for Release of Retention included in the 
Contracting Manual and, other than release of Retention to Early Retention 
Release Contractors, each of the following conditions, unless otherwise approved 
in writing by the City: (a) completion of rehabilitation or construction of the 
Scope of Work in accordance with the plans and specifications approved by the 
City, as evidenced by a certificate of occupancy or equivalent certification 
provided by the City's Department of Building Inspection, and an architect's or 
engineer's certificate of completion; (b) timely recordation of a notice of 
completion; and ( c) either expiration of the lien period and the absence of any 
unreleased mechanics' liens or stop notices or recordation of the lien releases of 
all contractors, subcontractors and suppliers who provided labor or materials for 
the Phase II Scope of Work. 

8. Amendments to Lease. The following new sections are hereby added to the 

"36.23 All-Gender Toilet Facilities. If applicable, Tenant shall comply with San 
Francisco Administrative Code Section 4.1 •3 requiring at least one all-gender toilet 
facility on each floor of any new building on City-owned land and within existing 
buildings leased by the City where extensive renovations are made. An "all-gender toilet 
facility" means a toilet that is not restricted to use by persons of a specific sex or gender 
identity by means of signage, design, or the installation of fixtures, and "extensive 
renovations" means any renovation where the construction cost exceeds 50% of the cost 
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of providing the toilet facilities required by this section. If Tenant has any question about 
applicability or compliance, Tenant should contact the [Director of Property] for 
guidance. 

9. Authorization for Amendment. Because the Lease is a month-to-month lease, 
the Director of Property has the authority to approve and enter into this Fourth Amendment 
without the approval of the City's Board of Supervisors or Mayor. 

10. References. No reference to this Fourth Amendment is necessary in any 
instrument or document at any time referring to the Lease. Any reference to the Lease shall be 
deemed a reference to the Lease as amended hereby. 

11. Applicable Law. This Fourth Amendment shall be governed by, construed 
and enforced in accordance with the laws of the State of California. 

12. Further Instruments. The parties hereto agree to execute such further 
instruments and to take such further actions as may be reasonably required to carry out the intent 
of this Fourth Amendment. 

13. Miscellaneous. Except as expressly modified herein, the terms, covenants and 
conditions of the Lease shall remain unmodified and in full force and effect. The Lease as 
amended by this Fourth Amendment constitutes the entire agreement of the parties concerning 
the subject matter hereof, and supersedes and conceals any and all previous negotiations, 
agreements, or understandings, if any, regarding the matters contained herein. The execution of 
this Fourth Amendment shall not constitute a waiver or relinquishment of any rights that City 
may have relating to the Lease. Mercy and City hereby ratify and confirm all of the provisions 
of the Lease as amended by this Fourth Amendment. This Fourth Amendment may be executed 
in any number of counterparts, all of which will constitute but one agreement. 

[Signatures on following page] 
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In witness whereof, the parties hereto have executed this Fourth Amendment as of the 
date written above. 

MERCY: Mercy Midtown, Inc., 
a California nonprofit pubUc benefit corporation 

r-"\ 

By: ~ ~ / 

f-. 
Name:J~=:~ 
Its; _ ~j_lL-C _f?@1_iT.. 

LANDLORD: CITY AND COUNTY OF SAN FRANCISCO, . 
a municipal corporation 

By:. ____ ...,.t=.:...v+~.t-1-....J:,,...----
John Updike 

Its: Dire tor of Property 

By: ~~,,....--,---...,.....-ir---~,..,,....=t--
K e Hartley 

ting Director, Mayor's O 1 Housing 
and 

Community Development 

APPROVED AS TO FORM: 

.DENNIS J. HERRERA, Ci_ty Attorney 
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EXHIBIT A 

C, cAHILL 
Units Water Damage/Misc. Repairs Completed= 68: 

• 1-103 • 2-100 • 3-101 • 4-305 

• 1-104 • 2-101 • 3-102 • 4-308 

• 1-112 • 2-106 • 3-105 • 4-309 

• 1-201 • 2-107 • 3-106 • 5-101 

• 1-300 • 2-108 • 3-108 • 5-104 

• 1-301 • 2-109 • 3-300 • 5-106 

• 1-302 • 2-201 • 3-301 • 5-107 

• 1-304 • 2-209 • 3-302 • 5-108 

• 1-305 • 2-300 • 3-304 • 5-109 

• 1-308 • 2-304 • 4-102 • 5-209 

• 1-310 • 2-307 • 4-106 • 5-300 

• 1-311 • 2-308 • 4-201 • 5-302 

• 1-312 • 2-309 • 4-300 • 5-305 

• 1-313 • 3-100 • 4-301 • 5-308 

Units Under Construction= 5: 

• 3-109 • 4-100 • 6-105 
• 3-309 • 4-303 

Common Areas Completed: 

• Common Area Corridor Patches 

• Garbage Room Repairs 

• Garage Lighting Replacement 

• Security Cameras at Garages and Laundry Rooms 

• Caulking at Exterior Stairwell Penetrations 

• Install/Paint Tamper Rings at Roof Gates 

• Replace Exterior Awnings= (17) Complete with (1) remaining and (2) TBD. 

• Courtyard Deck 

Units with Completed Radiator Replacements (43): 

• 1-104 • 1-311 • 3-106 • 5-201 

• 1-106 • 1-312 • 3-107 • 5-209 

• 1-108 • 2-100 • 3-307 • 5-300 

• 1-201 • 2-109 • 4-209 • 5-306 

• 1-301 • 2-209 • 4-301 • 5-308 

• 1-303 • 2-304 • 4-302 • 5-309 

• 1-304 • 3-103 • 4-303 • 6-102 

• 1-305 • 3-104 • 4-308 • 6-104 

• 1-310 • 3-105 • 5-108 • 6-106 

~25Califomla Street, S!rltt 2200;San Frandsco, CA94104 
P(415)986-0600 f(41S)~ 

1111 Broadway, Sullt 2130; ~. CA 94601 
P (SIO) 2SO-&SOO F (StO) 250-S520 

• 6-101 

• 6-102 

• 6-103 

• 6-109 

• 6-201 

• 6-209 

• 6-300 

• 6-301 

• 6-302 

• 6-304 

• 6-305 

• 6-309 

• 6-107 

• 6-209 

• 6-304 

• 6-306 

• 6-307 

• 6-308 

• 6-309 
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EXIDBIT A 

Phase I Changes Completed 
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EXIDBITB 

Midtown Phase II Scope of Work 

September 20, 2017 

Phase 2 scope of work includes the health and safety remediation of 51 additional units. 
Approximately 20 of the units are miscellaneous units and require no relocation or a very short hotel 
stay. These include minor problems relating to water damage or mold in contained areas that can be 
isolated and repaired. 

There are approximately 30 units that include IO category I where high mold counts have been 
noted by the project consultant Healthy Building Science or 20 miscellaneous units where mold counts 
are not high but there is significant visible water damage. 

This includes parts of kitchen walls crumbling, bathroom walls crumbling or damaged and/or 
headers over bedroom windows. Many units have multiple issues. This damage is typically due to 
balconies not properly draining, past roof leaks or plumbing problems in kitchens and bathrooms. 

Because asbestos is contained in the sheetrock, in these cases the asbestos can become friable and 
therefore has to be addressed. This also requires that units be put under containment, which increases 
time and cost. Another large problem is old carpet more than 20 years old. Many times, this carpet has 
not been cleaned and maintained and contains mold spores or high concentrations of dirt. This typically 
creates higher mold readings in a unit. 

The scope of work for this phase includes 

1. Survey each unit to determine an individual scope of work. 
2. Prepare a scope of work document for residents to review work in their unit and approve 

work in order to insure that there is agreement. 
3. Prepare a schedule determining time needed in each unit and its fit in overall schedule 
4. Work with relocation coordinator to temporarily relocate residents where required to a 

vacant unit while work is complete. 
5. Oversee environmental consultant to test and clear each unit. 
6. Manage contractor to complete scope of work based on the survey. 
7. Move resident back to unit. 
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EXHIBITC 

PHASE II BUDGET 

Phase II 

Unit Construction/Rehab 2,200,000.00 

Owner Work (Hardware & Awnings) 25,000.00 
Hard Cost Contingency 640,000.00 

Total Construction Costs 2,865,000.00 
Architect 75,000.00 
Phase I and II reports 60,000.00 

Tota/A &E 135,000.00 
Developer Legal Counsel 20,000.00 
Relocation 420,000.00 

Entitlement/Permit Fees 10,000.00 

Soft Cost Subtotal -. 450,000.00 
Developer Overhead & Profit 220,000.00 

- Total Develooers Costs 220,000.00 -
TOTAL DEVELOPMENT COST: 3,670,000.00 

9 



l. 

2. 

3. 

4. 

6. 

7. 

EXffiBIT D 

GOVERNMENT AL REQUIREMENTS 

Prevailing Wages. Every contract for the rehabilitation or construction of housing assisted with 
CDBG Funds must contain a provision requiring the payment of not less than the wages 
prevailing in the loca1ity, as predetermined by the Secretary of Labor pursuant to the Davis
Bacon Act (40 U.S.C. §§ 276a-276a-5), as supplemented by Dept. of Labor regulations (29 CFR 
part 5) to all laborers and mechanics employed in the development of any part of the housing, 
and contracts involving their employment will be subject to the provisions, as appJicable, of the 
Contract Work Hours and Safety Standards Act (40 U.S.C. §§ 327-332), as supplemented by 
Dept. of Labor regulations (29 CFR part 5). The prevailing wage requirements of this Section 
apply to all laborers and mechanics employed in the development of the Premises, including 
portions other than the assisted Units. 

Environmental Review. The Premises must meet the requirements of the National 
Environmental Policy Act of 1969 (42 U.S.C. § 4321), related authorities listed at 24 CFR 
Section 51.100 and parts 50 and 58 and the California Environmental Quality Act (Cal. Pub. Res. 
Code §§ 2100 et seq.) and implementing regulations. 

Disability Access. Mercy must comply with all applicable disability access Laws, including the 
Americans with Disabilities Act (42 U.S.C. §§ 1201 et seq.), Section 504 of the Rehabilitation 
Act (29 U.S.C. § 794) and the Fair Housing Amendments Act (42 U.S.C. §§ 3601 et seq.). 
Mercy is responsible for determining which disability access Laws apply to the Premises, 
including those applicable due to the use of Funds. In addition, before occupancy of the 
Premises, Mercy must provide to the City a written reasonable accommodations policy that 
indicates how Mercy will respond to requests by disabled individuals for accommodations in 
Units and common areas of the Premises. 

Lead-Based Paint. Mercy must satisfy any applicable requirements of Chapter 36 of the San 
Francisco Building Code ("Work Practices for Exterior Lead-Based Paint") and the Lead-Based 
Paint Poisoning Prevention Act (42 U.S.C. §§ 4821 et seq.) and implementing regulations at 
24 CFR part 35. Mercy must also comply with the 11rovisions contained in 17 CCR 350000 et 
seq., and 8 CCR 1532.1 and all other applicable La~overning lead-based haz~rds. 

Relocation. Mercy must meet any applicable requirements of the California Relocation 
Assistance Act (Cal. Gov. Code§§ 7260 et seq.) and implementing regulations in Title 25, 
Chapter 6 of the California Administrative Code in addition to the Uniform Relocation 
Assistance and Real Property Acquisition Policies Act of 1970 (42 U.S.C. §§ 4601 et seq.) and 
implementing regulations at 49 CFR part 24, the requirements of 24 CFR § 92.353 
(Displacement, relocation, and acquisition) and similar Laws. 

Low-Income Hiring Requirements. The use of Funds triggers compliance with certain hiring 
requirements imposed by the City's First Source Hiring Ordinance (S.F. Adm in. Code 
Chapter 83), as incorporated into MOHCD's Section 3 Plan. To ensure compliance with those 
requirements, Mercy must include the provisions attached as Exhibit E in its contract with the 
general contractor for the Scope of Work. Mercy will be responsible to the City for ensuring 
compliance with the requirements listed on Exhibit D. 



8. Submitting False Claims: Monetary Penalties. Mercy or any grantee, contractor, subcontractor 
or consultant who submits a false claim shall be liable to the City for the statutory penalties set 
forth in Section 21.35 of the San Francisco Administrative Code. Mercy or any grantee, 
contractor, subcontractor or consultant will be deemed to have submitted a false claim to the City 
if Mercy, grantee, contractor, subcontractor or consultant: 

(a) knowingly presents or causes to be presented to an officer or employee of the City a 
false claim or request for payment or approval; 

(b) knowingly makes, uses or causes to be made or used a false record or statement to get a 
false claim paid or approved by the City; 

(c) conspires to defraud the City by getting a false claim allowed or paid by the City; 

(d) knowingly makes, uses or causes to be made or used a false record or statement to 
conceal, avoid or decrease an obligation to pay or transmit money or property to the City; or 

(e) is a beneficiary of an inadvertent submission of a false claim to the City, subsequently 
discovers the falsity of the claim, and fails to disclose the false claim to the City within a 
reasonable time after discovery of the false claim. 

9. Prohibition on Use of Public Funds for Political Activities. Mercy shall comply with San 
Francisco Administrative Code Chapter 12G, which prohibits funds appropriated by the City for 
this Agreement from being expended to participate in, support, or attempt to influence any 
political campaign for a candidate or for a ballot measure. Mercy is subject to the enforcement 
and penalty provisions in Chapter 12G. 
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EXIIlBITE 

INSURANCE REQUIREMENTS 

Subject to approval by the City's Risk Manager of the insurers and policy fonns, Mercy must obtain and 
maintain, or caused to be maintained, the insurance and bonds as set forth below from the date of this 
Agreement until the Completion Date at no expense to the City: 

1. Mercy, Contractors. 

(a) to the extent Mercy or its contractors and subcontractors have "employees" as defined 
in the California Labor Code, workers' compensation insurance with employer's liability limits not less 
than One Million Dollars ($1,000,000) each accident, injury or illness; 

(b) commercial general liability insurance, with limits no less than One Million Dollars 
($1,000,000) combined single limit per occurrence and Two Million Dollars ($2,000,000) annual 
aggregate limit for bodily injury and property damage, including coverage for contractual liability; 
personal injury; fire damage legal liability; advertisers' liability; owners' and contractors' protective 
liability; products and completed operations; broad fonn property damage; and explosion, collapse and 
underground (XCU) coverage during any period in which Mercy is conducting any activity on, 
alteration or improvement to the Site with risk of explosions, collapse, or underground hazards; 

(c) business automobile ]iability insurance, with limits not less than One Million Dollars 
($1,000,000) each occurrence, combined single limit for bodily injury and property damage, including 
owned, hired and non-owned auto coverage, as applicable; 

(d) professional liability insurance ofno less than One Million Dollars ($1,000,000) per 
claim and Two Million Dollars ($2,000,000) annual aggregate limit covering all negligent acts, errors 
and omissions of Mercy's architects, engineers and surveyors. If the professional liability insurance 
provided by the architects, engineers, or surveryors is "Claims made,, coverage, Mercy shall assure that 
these minimum limits are maintained for no less than three (3) years beyond completion of the 
constructions or remodeling. Any deductible over Fifty Thousand Dollars ($50,000) each claim must be 
reviewed by Risk Management; and 

(e) a crime policy or fidelity bond covering Mercy's officers and employees against 
dishonesty with respect to the Funds of no less than Seventy-Five Thousand Dollars ($75,000) each loss, 
with any deductible not to exceed Five Thousand Dollars ($5,000) each loss, including the City as 
additional obligee or loss payee; 

(t) pollution liability and/or asbestos pollution liability applicable to the work being 
performed with a limit no less than One Million Dollars ($1,000,000) per claim or occurrence and Two 
Million Dollars ($2,000,000) annual aggregate per policy. This coverage shall be endorsed to include 
Non-Owned Disposal Site coverage. This policy may be provided by Mercy's contractor, provided that 
the policy must be uclaims made" coverage and Mercy must require Mercy's contractor to maintain 
these minimum limits fo r no less than three (3) years beyond completion of the construction or 
remodeling. 
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2. Property Insurance. Mercy must maintain, or cause its contractors and property managers, as 
appropriate for each, to maintain, insurance and bonds as follows: 

(a) Prior to construction: 

(i) Property insurance, excluding earthquake and flood, in the amount no less than One 
Hundred Percent (100%) of the replacement value of all improvements prior to commencement of 
construction and City property in the care, custody and control of Mercy or its contractor, including 
coverage in transit and storage off-site; the cost of debris removal and demolition as may be made 
reasonably necessary by such perils, resulting damage and any applicable law, ordinance or regulation; 
start up, testing and machinery breakdown including electrical arcing; and with a deductible not to 
exceed Ten Thousand Dollars ($10,000) each loss, including the City and all subcontractors as loss 
payees. 

(b) During the course of construction: 

(i) Builder's risk insurance, special form coverage, excluding earthquake and flood, for 
one hundred percent (100%) of the replacement value of all completed improvements and City 
property in the care, custody and control of Mercy or its contractor, including coverage in transit 
and storage off-site; the cost of debris removal and demolition as may be made reasonably 
necessary by such covered perils, resulting damage and any applicable law, ordinance or 
regulation; start up, testing and machinery breakdown including electrical arcing, copy of the 
applicable endorsement to the Builder's Risk policy, if the Builder's Risk policy is issued on a 
declared-Premises basis; and with a deductible not to exceed Ten Thousand Dollars($ 10,000) 
each loss, including the City and all subcontractors as loss payees. 

(ii) Performance and payment bonds of contractors, each in the amount of One Hundred 
Percent (100%) of contract amounts, naming the City and Mercy as dual obligees or other 
completion security approved by the City in its sole discretion. 

(c) Upon completion of construction: 

(i) Property insurance, excluding earthquake and flood, in the amount no less than One 
Hundred Percent (100%) of the replacement value of all completed improvements and City 
property in the care, custody and control of Mercy or its contractor. 

(ii) Boiler and machinery insurance, comprehensive form, covering damage to, loss or 
destruction of machinery and equipment located on the Site that is used by Mercy for heating, 
ventilating, air-conditioning, power generation and similar purposes, in an amount not less than 
one hundred percent (100%) of the actual replacement value of such machinery and equipment 
with a deductible not to exceed Ten Thousand Dollars ($10,000) each loss, including the City as 
loss payee. 
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3. General Requirements. 

(a) General and automobile liability policies of Mercy, contractors, commercial tenants and 
property managers must include the City, including its Boards, commissions, officers, agents and 
employees, as an additional insured by endorsement acceptable to the City. 

(b) All policies required by this Agreement must be endorsed to provide no less than thirty 
(30) days' written notice to the City before cancellation or intended non-renewal is effective. 

(c) With respect to any property insurance, Mercy hereby waives all rights of subrogation 
against the City to the extent of any loss covered by Mercy's insurance, except to the extent subrogation 
would affect the scope or validity of insurance. • 

(d) Approval of Mercy's insurance by the City will not relieve or decrease the liability of 
M.ercy under this Agreement. 

(e) Any and all insurance policies called for herein must contain a clause providing that the 
City and its officers, agents and employees will not be liable for any required premium. 

(f) The City reserves the right to require an increase in insurance coverage in the event the 
City detennines that conditions show cause for an increase, unless Mercy demonstrates to the City's 
satisfaction that the increased coverage is commercially unreasonable and unavailable to Mercy. 

(g) All liability policies must provide that the insurance is primary to any other insurance 
available to the additional insureds with respect to claims arising out of this Agreement, and that 
insurance applies separately to each insured against whom claim is made or suit is brought and that an 
act of omission of one of the named insureds that would void or otherwise reduce coverage will not void 
or reduce coverage as to any other insured, but the inclusion of more than one insured will not operate to 
increase the insurds limit of liability. 

(h) Any policy in a form of coverage that includes a general annual aggregate limit or 
provides that claims investigation or legal defense costs are included in the general annual aggregate 
limit must be in amounts that are double the occurrence or claims limits specified above. 

(i) All claims based on acts, omissions, injury or damage occurring or arising in whole or 
in part during the policy period must be covered. If any required insurance is provided under a claims
made policy, coverage must be maintained continuously for a period ending no less than three (3) years 
after recordation of a notice of completion for builder's risk or the Compliance Term for general liability 
and property insurance. 

G) Mercy must provide the City with copies of endorsements for each required insurance 
policy and make each policy available for inspection and copying promptly upon request. 
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First Source Hiring Requirements and Numerical Goals 

Mercy's use of Funds triggers the following hiring requirements imposed by the City's First 
Source Hiring Ordinance (San Francisco Administrative Code Chapter 83) as incorporated into 
MOHCD's Section 3 Plan. 

l. Section 3 Requirements. 

(a) The work to be performed under this contract is subject to the requirements of 
Section 3 of the Housing and Urban Development Act of 1968, as amended, 12 U.S.C. § 1701u 
("Section 3"), based on Borrower's receipt of City funds under MOH CD's Section 3 Plan. The 
purpose of Section 3 is to ensure that employment and other economic opportunities generated 
by HUD assistance or HUD-assisted projects covered by Section 3 be directed to low-and very 
low-income persons, particularly persons who are recipients of HUD assistance for housing, to 
the greatest extent feasible. 

(b) The parties to this contract agree to comply with HUD's regulations in 24 CFR 
part 135, which implement Section 3. As evidenced by their execution of this contract, the 
parties certify that they are under no contractual or other impediment that would prevent them 
from complying with the part 135 regulations. 

(c) The contractor agrees to send to each labor organization or representative of 
workers with which the contractor has a collective bargaining agreement or other understanding, 
if any, a notice advising the labor organization or workers' representative of the contractor's 
commitments under this Section 3 clause, and to post copies of the notice in conspicuous places 
at the work site where both employees and applicants for training and employment positions can 
see the notice. The notice shall describe the Section 3 preference and set forth minimum number 
and job titles subject to hire, availability of apprenticeship and training positions and the 
qualifications for each, the name and location of the person(s) taking applications for each of the 
positions and the anticipated date work will begin. 

(d) The contractor agrees to include this Section 3 clause in every subcontract subject 
to compliance with regulations in 24 CFR part 135 and agrees to take appropriate action, as 
provided in an applicable provision of the subcontract or in this Section 3 clause, upon a finding 
that the subcontractor is in violation of the regulations in 24 CFR part 135. The contractor will 
not subcontract with any subcontractor where the contractor has notice or knowledge that the 
subcontractor has been found in violation of the regulations in 24 CFR part 135. 

(e) The contractor will certify that any vacant employment positions, including 
training positions, that are filled: (i) after the contractor is selected but before the contract is 
executed; and (ii) with persons other than those to whom the regulations of 24 CFR part 135 
require employment opportunities to be directed, were not filled to circumvent the contractor's 
obligations under 24 CFR part 135. 

(f) Noncompliance with HUD's regulations in 24 CFR part 135 may result in 
sanctions, termination of this contract for default and debarment or suspension from future HUD 
assisted contracts. 
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2. Recommended Minimum Numerical Goals. Contractors may demonstrate compliance 
with the "greatest extent feasible" requirement of Section 3 by meeting the numerical goals set 
forth below for training, employment and contracting opportunities to Section 3 residents and 
Section 3 business concerns, which represent minimum numerical goals. 

(a) Training and Employment of Section 3 Residents (24 CFR § 135.30(b)). 
Contractors and subcontractors may demonstrate compliance by committing to employ Section 3 
residents as thirty percent (30%) of the aggregate number of new hires (full-time employees for 
permanent, temporary or seasonal employment) and an overall goal of thirty percent (30%) of 
total work hours for the entire project. 

(b) Contracts with Section 3 Business Concerns (24 CFR § 135.30). 
Contractors and subcontractors may demonstrate compliance with the requirements of this part 
by committing to award to Section 3 business concerns: 

(i) At least ten percent ( I 0%) of the total dollar amount of all Section 3 
covered contracts for building trades work arising in connection with housing rehabilitation, 
housing construction and other public construction; and 

(ii) At least three percent (3%) of the total dollar amount of all other Section 3 covered 
contracts. 

\ 
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