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FILENO. [0 6% ORDINANCE NO.

RO#10029
SA#29

[Appropriating $157,500 of General Fund Reserve for a loan to the Community Center Project
of San Francisco in the City Administrator's Budget for FY2009-2010.]

Ordinance appropriating $157,500 of General Fund Reserve for a loan to the
Community Center Project of San Francisco, Inc., a California nonprofit public
corporation in the City Administrator’s Budget for FYZOOQ-?.O'EG‘. ' |

Be it ordained by the People of the City and County of San Francisco:

Section 1. The sources of funding ouflined below are herein appropriated to reflect the

funding available for Fiscal Year 2009-2010.

SQURCES Appropriation
Fund Index Code Subobject Description | Amount
1G AGF AAA—GF-  *CON1GAGFAAA 098GR General Eund $157,500
Non-Project- Reserve
Controlled
Total SOURCES Appropriation $157,500

£

Section 2. The uses of funding outlined below are herein appropriated in the Subobject 03500
Other Current Expenses - Budget, and reflects a loan fo The Community Center Project of

San Francisco, Inc., for the City Administrator for Fiscal Year 2009-2010.

Supervisors Dufty, Campos ' Page 1 of 2
Board of Supervisors
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USES Appropriation
Fund Index Subobject ~ Description Amount
TADEP TAX —~ 710062 03500 L.oan to The Community $157,500

Tax Coltector

Deposits Fund

Total USES Appropriation

Center Project of San

Francisco, Inc.

Section 3. The Controller is hereby authorized to adjust and apply fransfers from the General

Fund to the Tax Collector Deposits Fund to reflect new expenditure authority contained in this

Ordinance.

APPROVED AS TO FORM:
DENNIS J. HERRERA, City Attorney

By: d(i I@MZ ) %ﬁm&f

Deputy City Att(jrney

Superviser Dufty
Board of Supervisors
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CITY AND COUNTY OF SAN FRANCISCO

BOARD OF SUPERVISORS

BUDGET AND LEGISLATIVE ANALYST

1390 Market Street, Suite 1025, San Francisco, CA 94102 (415) 554-7642
FAX (415)252-0461

March 18, 2010

TO: Budget and Finance Committee
FROM: Budget and Legislative Analyst

SUBJECT: March 24, 2010 Budget and Finance Committee Meeting

Item  File | Page

1&2 10-0133 Loan to the Community Center Project of San Francisco,
Inc., at 1800 Market Street - $157,500
10-0206  Appropriating $157,500 of General Fund Reserve for a
Loan to the Community Center Project of San Francisco in
the City Administrator’s Budget for FY 2009-2010........coiinnnnn 1&2-1

5 10-0183 Approve a Lease with the U.S. Government for Space to be

Occupied by the U.S. Drug Enforcement Administration at
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BUDGET AND FINANCE COMMITTEE MEETING MARCH 24, 2010

Continued from March 10, 2010

ltems 1 and 2 Department:

Files 10-0133 and 10-0206 Real Estate Division (RED)

Legislative Objectives

File 10-0133: Resolution approving an approximately ten-year loan agreement between the
City and the Community Center Project of San Francisco, Inc (CCP), a nonprofit
organization, in order to establish a “mortgage payment reserve fund”, such that if CCP does
not make payments on their existing mortgage with First Republic Bank, First Republic Bank
will withdraw funds from the “mortgage payment reserve fund” for the necessary payments.

File 10-0206: Ordmance appropriating $157,500 from the City’s General Fund Reserve to
the Real Estate Division to establish a “mortgage payment reserve fund” for the CCP.

Fiscal Impact

Creation of the “mortgage payment reserve fund” would (a) require the proposed initial
appropriation of $157,500 from the General Fund Reserve, and (b) potentially require
additional General Fund appropriations of up to $866,250 in order to replenish the “mortgage
payment reserve fund”, for a total potential cost to the City of up to $1,023,750. All
“mortgage payment reserve fund” appropriations are subject to Board of Supervisors
approval. Loan repayments by the CCP back to the City would occur over five years from
- January 2015 through December 2020, at an approximate one percent annual interest rate.

Key Points

The CCP, a nonprofit organization, operates the San Francisco Lesbian, Gay, Bisexual, and
Transgender (LGBT) Community Center at 1800 Market Street. Due to current economic
conditions, CCP is unable to make its required mortgage payments to First Republic Bank on
the building. First Republic Bank has agreed to restructure CCP’s existing $3,200,000
muortgage, if the City authorizes the establishment of a “mortgage payment reserve fund” and
if the Board of Supervisors approves the requested initial loan amount of $157,500.

This initial loan of $157,500, secured by the LGBT Community Center building, would
create a “mortgage payment reserve fund” equal to the restructured loan mortgage payments
which CCP owes First Republic Bank in FY 2009-2010. If CCP does not make their required
monthly mortgage payments under the restructured loan terms, First Republic Bank would
withdraw funds from the “mortgage payment reserve fund” equal to the amount owed by
CCP. At the end of each fiscal year, the Real Estate Division will request additional General
Fund monies to replenish the “mortgage payment reserve fund” for the next fiscal year.

Recommendations

Amend the proposed resolution to require CCP loaned funds to be reimbursed at interest rates
that equal or exceed City investment interest rates. Approval of the resolution, as amended,
and ordinance are policy matters for the Board of Supervisors.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE COMMITTEE MEETING . MAaRCH 24, 2610

The Community Center Project of San Francisco, Inc (CCP), a nonprofit organization, completed
construction of the San Francisco Lesbian, Gay, Bisexual, and Transgender (LGBT) Community
Center building, located at 1800 Market Street at Octavia Boulevard, in March of 2002.
According to Mr. John Updike, Assistant Director of Real Estate, the total construction cost of
the LGBT Community Center was $12,339,572, and incleded (a) $5,766,150 of General Fund
revenues from the City of San Francisco, (b) $2,423,000 in State and Federal grants, and (c)
$4,150,422 in private donations.

In December of 2007, CCP consolidated its existing debt into a single commercial ten-year
. mortgage with First Republic Bank, extending through January 1, 2018. This new commercial
mortgage was secured by CCP’s LGBT Community Center building, located at 1800 Market
Street. The mortgage currently has a principal balance of $3,149,941, at a fixed interest rate of
6.25 percent for five years, followed by an adjustable interest rate based on the London Interbank
Offered Rate (LIBOR) plus 2.0 percent. The current payment structure of this loan does not
fully amortize the current principal mortgage balance of $3,149,941, such that after the ten-year
term of the loan, CCP would have to either refinance the remaining principal balance or repay
the loan in full.

According to Mr. Updike, CCP has experienced significant reductions in income from all
sources, including government contracts, rental revenues, foundations and private donations, as
a result of current economic conditions, such that CCP is not able to make their required monthly
mortgage payments of $19,834 (§238,008 annually) under the current commercial mortgage
terms. As a result, CCP requested First Republic Bank to restructure the terms of their loan, such
that CCP would be able to make their monthly mortgage payments. According to Mr. Updike,
First Republic is willing to restructure the terms of their loan to CCP (and to retroactively apply
such term modifications back to July 1, 2009) as shown in Table 1 below, if the City guarantees
CCP’s debt service payments to First Republic Bank by funding, with City General Fund
revenues, the proposed First Republic Bank and CCP jointly controlled “mortgage payment
reserve fund”. '

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
1&2-2 '
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BUDGET AND FINANCE COMMITTEE MEETING MARCH 24,2010

Table 1: Current and Restructured Terms for the Loan Between CCP and First

Republic Bank -
Existing Loan Structure’ Restructured Loan

Loan Termination Date Decerber 31, 2017 _ June 30,2014

Interest Rate :fiﬁb%ﬁtggrﬁjg fl‘:i:c -f:;ﬁ‘g?szz Fixed rate of 5.0%

Debt Service Payments’
FY 20092010 $238,008 $157,500
FY 2010-2011 238,008 157,500
FY 2011-2012 238,008 236,250
FY 2012-2013 ' 238,008 | 236,250
FY 2013-2014 '238,008- ‘ 236,250
FY 2014-2015 238,008 0
FY 20152016 238,008 0
FY 2016-2017 238,008 0

Total Payments $1,904,064 $1,023,750

As noted above, the scheduled payments on both the existing and restructured loans do not fully
amortize the current principal mortgage balance of $3,149,941. As a result, according to Mr.
Updike, under both the existing terms and the restructured terms of the First Republic Bank
loans, at the end of the loan period (either on December 31, 2017 under the existing loan terms or
June 30, 2014 under the restructured loan terms), CCP would have a remaining principal balance
of an estimated $2,913,691°. Such a balance would have to be either (a) refinanced, or (b) paid in
full. Mr. Updike stated that CCP intends to either (a) refinance the remaining principal balance
at the termination of the restructured loan with First Republic Bank, (b) initiate a capital
campaign to raise sufficient donations to either payoff or reduce the amount of the remaining
principal balance, or (c) seek debt relief from the City and County of San Francisco, the State, or
Federal sources.

Mr. Updike stated that the City is not currently considering providing debt relief to the CCP for
such a remaining restructured loan balance.

RED is now requesting to create a “mortgage payment reserve fund”, funded by annual deposits
of General Fund monies loaned to CCP, subject to Board of Supervisors appropriation approval,
from which First Republic Bank could withdraw at any time an amount equal to the difference

' For the purposes of this report, mortgage payments for the variable interest rate periods under the current loan
structure, from FY 2012-2013 through the end of the loan in FY 2016-2017, are estimated to be equal to the
anments due during the fixed rate interest period.

Debt service payments are made monthly. Figures in Table 1 show the total monthly payments to be made in each
fiscal year,
- * Mr. Updike noted because the scheduled payments are mostly interest payments, the principal loan balance would
not be significantly reduced with additional payments.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
1&2-3
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BUDGET AND FINANCE COMMITTEE MEETING MARCH 24,2010

between (a) the debt service on the CCP mortgage owed to First Republic Bank®, and (b) the
actyal amount received from CCP, such that the City is effectively guaranteeing payment of
CCP’s monthly mortgage payments due on the First Republic Bank loan.

According to Mr. Updike, RED intends to replenish the proposed “mortgage payment reserve
fund” annually, subject to appropriation approval of the Board of Supervisors, in order to ensure
that at the beginning of each fiscal year, the proposed “mortgage payment reserve fund” has a
* balance equal to the total monthly mortgage payments owed by CCP to First Republic Bank
under the restructured loan terms for that fiscal year. If CCP makes no monthly payments to
First Republic Bank and instead such monthly payments are made from the City’s General Fund
Reserve, such that RED replenishes the “mortgage payment reserve fund” each year in full, the
total amount to be loaned to CCP from the City’s General Fund Reserve monies would be
$1,023,750 (see Table 1 above).

The proposed resolution (File 10-0133) would approve a loan agreement between the City and
the Community Center Project of San Francisco, Inc. (CCP), a non-profit organization which
owns the San Francisco Lesbian, Gay, Bisexual, and Transgender (LGBT) Community Center
building, located at 1800 Market Street. The proposed loan agreement establishes the terms of
the initial $157,500 General Fund monies to be loaned to CCP for deposit into the proposed
“mortgage payment reserve fund” and the subsequent repayment of the loan by CCP back to the
City. The terms of the proposed loan agreement between the City and CCP include (a) a loan
term of 117 months, or nearly ten years, extending from April 1, 2010° to December 31, 2020,
(b) with an initial loan amount of $157,500 subject to Board of Supervisors appropriation
approval and (c) an annual interest rate of approximately one percent®.

According to the terms of the proposed loan agreement, CCP would not be required to make any
loan repayments back to the City until January 1, 2015, at which point CCP would be required
fo make monthly payments to the City over a five-year period ending December 31, 2020 in
order to repay the City for the total amount of General Fund Reserve monies which the City
paid into the “mortgage payment reserve fund”, plus interest of approximately 1.0 percent
annually.

The proposed ordinance (File 10-0206) would appropriate $157,500 from the General Fund
Reserve in order for RED to initially fund the “mortgage payment reserve fund” (File 10-0134).
According to Mr. Updike, the proposed initial $157,500 loan would be paid to the CCP, who in

* According to Mr. Updike, no monies from the “mortgage payment reserve fund” could be used for paying the
remaining principal balance of the First Republic Bank loan when that loan terminates on June 31, 2014,

> According to Mr. Updike, the loan will begin once the funds requested in File 10-0134 are appropriated. For
purposes of this report, the initial loan date is estimated to be April 1, 2010.

The interest rate on the proposed loan between CCP and the City would be equal to the rate of inferest earned on
the monies deposited into the “morigage payment reserve fund” account at First Republic Bank, which Mr. Updike
estimated to be approximately 1.0 percent.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE COMMITTEE MEETING MARCH 24, 2010

turn would subsequently deposit the funds in an interest bearing account at First Republic Bank
to serve as a “mortgage payment reserve fund” equal to the total monthly mortgage payments
owed by CCP to the First Republic Bank as a result of the mortgage owed on the San Francisco
LGBT Community Center building during FY 2009-2010 (as shown in Table 1 above).

FISCAL IMPACTS

Creation of the proposed “mortgage payment reserve fund” could ultimately cost the City up to
$1,023,750 (see Table 1 above), which is the amount of total debt service owed by CCP through
FY 2013-2014 to First Republic Bank. This $1,023,750 potential cost to the City includes (a)
the proposed initial appropriation of $157,500 of General Fund Reserve monies (File 10-0206),
and (b) potential additional General Fund appropriations totaling up to $866,250 ($1,023,750 as
shown in Table 1 above less $157,500) to replenish the “mortgage payment reserve fund”. Any
additional appropriations and any amendments to the loan documents, above the subject initial
request for $157,500, would be subject to separaté future approval by the Board of Supervisors.

The City’s potential loan cost of $1,023,750 does not include the remaining principal balance of
an estimated $2,913,691 which CCP will still owe on its mortgage with First Republic Bank. As
noted above, depending on the availability of other resources, the CCP may also seek debt relief
from the City and County of San Francisco, the State, or Federal sources for the remaining
principal mortgage balance of $2,913,691. However, according to the RED, the City is not
currently considering providing such additional debt assistance to CCP.

In accordance with the proposed loan agreement between the City and CCP, CCP would be
required to make loan repayments back to the City over a five-year period beginning January 1,
2015 and ending December 31, 2020. These loan repayments would be at the rate of interest
earned on the monies deposited into the “mortgage payment reserve fund” at First Republic
Bank, which is estimated to be one percent. According to Mr. Updike, if the CCP does not make
their required loan repayments back to the City, the City could ultimately initiate foreclosure
proceedings. However, Mr. Updike advises that before that stage, the RED would annually
review whether to continue funding the mortgage reserve account, depending on the financial
viability of the CCP and CCP’s ability to repay the loan back to the City.

POLICY CONSIDERATIONS

Mr. Updike could not identify any precedent for creating a “mortgage payment
reserve fund” as is being proposed in File 10-0133.

Mr. Updike could not identify any other “mortgage payment reserve fund” or similar loan
program agreement that the City has previously entered into, in which the City’s General Fund
Reserve is used to guarantee mortgage payments on behalf of a nonprofit organization, as is
being proposed in File 10-0133. The Budget and Legislative Analyst therefore notes that
approving the proposed “mortgage payment reserve fund”, from which the City would rely on
General Fund monies, to guarantee mortgage payments to a bank on behalf of a nonprofit

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET ANP LEGISLATIVE ANALYST
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BUDGET AND FINANCE COMMITTER MEETING MARCH 24,2010

organization, could establish a precedent for guaranteeing future similar mortgage payments
owed by nonprofit organizations, subject to annual appropriation approval by the Board of
Supervisors. If the Board of Supervisors approves the proposed legislation, it is possible that
other non-profit organizations may request similar General Fund support from the City.

On March 10, 2010, the Budget and Finance Committee requested listings of all non-profit
organizations that use City facilities and/or receive significant City funding. In response,
Attachment I, provided by Mr. Updike, identifies 30 leases of City property currently leased to
non-profit organizations. Attachment II, provided by the Controller’s Office, identifies 113 non-
profit organizations that received at least $200,000 in FY 2009-2010 from the City. Mr. Updike
notes that the information included in Attachments I and Il do net capture potential pass-through
arrangements, in which a City department may provide indirect funding to a non-profit
organization. The Budget and Legislative Analyst also notes that, as shown on page 14 of
Attachment II, the San Francisco LGBT Community Center is budgeted to receive contractual
payments totaling $584,810 from the City in FY 2009-2010 for six programs and services.

Given the large number of non-profit organizations with financial dealings with the City and,
because the requested “mortgage payment reserve fund” would be the first time that the City has
established such a fund, which could potentially create a precedent for such future requests, the
Budget and Legislative Analyst considers approval of the proposed ordinance and resolution to
be policy matters for the Board of Supervisors. '

RED “has a comfort level” regarding (a) CCP’s ability to make all of its mortgage
payments to First Republic Bank, without having to use the “mortgage payment
reserve fund” and (b) if the proposed “mortgage payment reserve fund” needs to
be used, then CCP’s ability to repay the loan fo the City.

According to the attached memorandum (Attachment III) from Mr. Updike, RED reviewed the
CCP’s financial statements and projections and stated that RED “has a comfort level” regarding
CCP’s ability to repay both (a) the restructured loan with First Republic Bank, and (b) the City
for all deposits into the “mortgage payment reserve fund”. Mr. Updike provided the information
shown in Table 2 below that indicates that since 2002, the CCP has paid First Republic Bank a
total of $1,492,486, including $1,442,427 of interest and $50,059 of principal on the mortgage.

Table 2: Payments Made on Mortgage Loans by CCP

Calendar Year Annual Payments
2002 $105,578
2003 141,367
2004 150,863
2005 196.932
2006 202,051
2007 219,081
2008 238,606
2009 238,008

Total Payments $1,492 486

SaN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE COMMITTEE MEETING MARCH 24, 2010

However, Mr. Updike also advises that since May of 2009, the CCP has been consistently two
payments behind schedule, such that CCP has been in arrears by $39,668 ($238,008 divided by

12 monthly payments x two payments).

In response to requests from the Budget and Finance Committee on March 10, 2010, Ms.
Rebecca Rolfe, Executive Director of the CCP advises that she will provide an updated business
plan to the Budget and Finance Committee by March 24, 2010.

Assuming CCP makes all required payments on both loans, and First Republic Bank never
withdraws any funds from the proposed “mortgage payment reserve fund”, then the total fiscal
impact to the City of the proposed loan would be zero. If CCP makes all required mortgage
payments to First Republic Bank, CCP would fully refund (a) the proposed General Fund
appropriation of $157,500 to initially fund the “mortgage payment reserve fund”, (b) a second
appropriation of $78,7507 to increase the balance of the “mortgage payment reserve fund” to
$236,250, the amount owed by CCP to First Republic Bank in FY 2011-2012, and (c) all interest
earnings in the account.

The Budget Analyst notes that while RED may have “a comfort level” regarding CCP’s ability to
meet its debt obligations, First Republic Bank apparently did not have a similar “comfort level”
with CCP which would have enabled First Republic Bank to restructure the existing loan with
CCP, without the requested City funded “mortgage payment reserve fund” from General Fund
Reserve monies.

Alternative Funding Options and If CCP fails to make the payments due to First
Republic Bank, RED might not replenish the “mortgage payment reserve fund”

On March 10, 2010, the Budget and Finance Comimittee questioned whether there were other
sources of funding available, instead of using the City’s limited General Fund revenues, to fund
the proposed “mortgage payment reserve fund”. In response, Mr. Brian Cheu, Director of
Community Development in the Mayor’s Office of Housing advises that the Federal Housing
and Urban Development (HUD) Section 108 loan program® could potentially be used as an
alternative source of funding to support the CCP restructured loan. However, Mr. Cheu cautions
that (a) it is uncertain whether the LGBT Community Center would actually be eligible for the
Section 108 loan program, (b) the approval process for a Section 108 loan requires at least a six-
month timeframe involving both HUD’s regional and Washington, D. C. offices, which would
not meet First Republic Bank’s loan restructuring time requirements, and (c) the use of HUD
Section 108 loan funds would require certification that 51 percent of all users of the LGBT
Community Center are Jow- and moderate-income.

7 The amount of this second appropriation would be reduced by any interest earned on the “mortgage payment
reserve fund”. :

® BUD’s Section 108 loan program, under the Community Development Block Grant (CDBG) Program, provides
communities with a source of financing for economic development, housing rehabilitation, public facilities and
large-scale development projects. Local governments borrowing funds guaranteed by Section 108 must pledge their
current and future CDBG allocations to cover the loan amount as security for the loan. In accordance with CDBG
guidelines, all projects and activities must either principally benefit low- and moderate-income persons, aid in the
elimination or prevention of slums and blight, or meet urgent needs of the community.

SAN FRANCISCO BOARD OF SUPERVISORS : BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE COMMITTEE MEETING MARCH 24, 2010

According to Mr. Updike, RED will consider the payment history of CCP’s restructured loan
with First Republic Bank prior to replenishing the “mortgage payment reserve fund”. However,
Mt. Updike could not specify the conditions under which the City’s loan to CCP would not be
replenished. '

Furthermore, as noted above, CCP would have a remaining principal mortgage balance of an
estimated $2,913,691, after repayment of the existing loan totaling $1,023,750 to First Republic
Bank, which would have to be either (a) refinanced, or (b) paid in full. Mr. Updike stated that
CCP intends to either (a) refinance the remaining principal balance at the termination of the
existing loan with First Republic Bank, (b) initiate a capital campaign to raise sufficient
donations to either payoff or reduce the amount of remaining principal, or (c) seek further debt
relief from the City and County of San Francisco, the State, or Federal sources. Mr. Updike
stated that the City is not currently considering the use of additional General Fund monies from
the City for providing debt relief to the CCP for such a remaining loan balance.

If CCP is unable to make the required payments o First Republic Bank; it is
uncertain whether the City would be repaid.

The Budget Analyst notes that if CCP is unable to make the $1,023,750 in scheduled mortgage
payments due to First Republic Bank under the restructured terms of the loan (see Table 1), it is
unlikely that CCP would be able to repay its loan to the City.

If CCP does not repay the City for the General Fund monies deposited into the proposed
“mortgage payment reserve fund” at First Republic Bank, the terms of the proposed loan
between CCP and the City provide the City with the right to foreclose on the San Francisco
L.GBT Community Center at 1800 Market Street, which was appraised in October of 2006 by All
Bay Valuations at a value of $10,900,000. However, the Budget Analyst notes that the security
of this collateral is uncertain given that there are (a) restrictions on the use of the property as a
community center which were not considered in the 2006 appraisal, which would likely result in
significant reductions in the appraised value, (b) reductions in property values resulting from
economic changes since the appraisal date of October of 2006, and (c) the existing mortgage
with First Republic Bank in the amount of $3,149,941 would have a superior lien position to the
proposed City loan, such that proceeds realized from the sale of the property would be used to
repay any remaining balance on the First Republic Bank loan before becoming available to repay
the City.

The proposed loan’s annual interest rate of approximately 1.0 percent is less than
the 1.35 percent average annual interest rate currently earned by the City’s
Treasurer on General Fund monies.

The Budget Analyst notes that in FY 2009-2010, General Fund monies held by the
Treasurer/Tax Collector earned interest at an average annual rate of 1.35 percent, such that
lending General Fund monies to CCP at an interest rate of 1.0 percent would result in reduced
interest income to the City. On March 10, 2010, the Budget and Finance Committee discussed
the option of charging the CCP an interest rate to coincide with the average interest rate received
by the City’s General Fund pooled investments. According to Mr. Updike, the requested loan
documents could be amended to require that the City be reimbursed by the CCP for all loaned
funds, at interest rates that are not less than the actual interest rates earned by monies in the

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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BUDRGET AND FINANCE COMMITTEE MEETING MARCH 24, 2010

City’s pooled investments, during the same period of time that the City’s funds were loaned to
the CCP.

Although RED explored other options to provide funding support to CCP, these
options were refused by First Republic Bank. .

According to Mr. Updike, RED considered a number of alternatives to the proposed “mortgage
payment reserve fund. A description of those alternatives is described below.

1. Providing a letter of credit which would only require an appropriation of the City’s
General Fund monies if CCP failed to make its mortgage payments owed to First
Republic Bank. According to Mr. Updike, the Bank refused this option.

2. Purchasing the current principal balance of $3,149,941 loan from First Republic Bank at
a discount. According to Mr. Updike, many lenders are currently selling such loans at
discounts of approximately 40 percent off the outstanding principal balance. However,
First Republic Bank refused to offer the City any discount on First Republic Bank’s loan
with CCP. Mr. Updike added that had First Republic Bank offered a discount, the
amount of General Fund monies needed to purchase that loan would be far greater than
the amount needed to fund the requested “mortgage payment reserve fund”.

Mr. Updike noted that RED also considered not providing any funding assistance to CCP.
According to Mr, Updike, this option would likely result in First Republic Bank foreclosing and
selling the CCP property. This option was not pursued because (a) the deed restriction requiring
that the property be used as a community center does not specify that the new community center
must serve the same LGBT constituency which the current center serves, (b) it is likely that no
services would be provided during any foreclosure and sales process, and (¢) given current
economic conditions and the deed restriction on the property, the sales process could require a
significant amount of time.

"~ While the proposed legislation only approves the initial deposit of $157,500 into
the proposed “mortgage payment reserve fund”, it is likely that if the City does
not make future appropriations to replenish the balance of the “mortgage
payment reserve fund”, CCP may default on their mortgage and be subject to
foreclosure action by First Republic Bank.

According to Mr. Updike, the terms of the restructuring of loan between CCP and First Republic
Bank have not been finalized. Under the current draft terms of the restructured loan, CCP is
required to have a “mortgage payment reserve fund” balance equal to the upcoming year’s debt
service. Therefore, if the Board of Supervisors does not approve future appropriations to the
“mortgage payment reserve fund” necessary to maintain the required balances, CCP could be
considered in default of the restructured terms of their mortgage loan with First Republic Bank,
and subject to foreclosure.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
1&2-9

336



BUDGET AND FINANCE COMMITTEB MEETING MARCH 24,2010

1. Amend the proposed resolution (File 10-0133) to require that the City be reimbursed at
interest rates that equal or exceed the interest rates earned by the Treasurer/Tax Collector on
monies in the City’s pooled investments, during the period of time that the City’s funds were
loaned to the CCP.

2. Approval of the proposed resolution, as amended, and approval of the proposed ordinance are
policy matters for the Board of Supervisors.

SAN FRANCISCO BOARD OF SUPERVISORS ' BUDGET AND LEGISLATIVE ANALYST
1&2-10
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Clly and County of 8an Franaisco

Amy L. Brown .

Director of Real Estate REAL ESTATE DIVISION|
MEMORANDUM

DATE: February 26, 2010

TO: Nathan Cruz, Budget Analyst 7

~ FROM:

SUBJECT:

Budget & Legislative Analyst’s Office ' '

John Updike, Assistant Director, Real Esta@Q//

The LGBT Community Center Mortgage Payment Reserve Fund Agreement

As requested, this memorandum outlines our position relative to the LGBT Community Centet’s (the
“Center”) likely ability to make timely payments under a réstructured loan with the First Republic
Bank. Real Estate has a comfort level about the Centei’s ability to pay given the following:

 The Center’s financial stability plan of May 21, 2009, many elements of which have already
been put into effect; o )

» The Center’s follow-up to First Republic Bank of December 29, 2009, attached hereto, which
shows excellent progress in incigasing revenues and reducing expenditures, consistent with the
financial stability plan; .

@ Thereduction in payments due over the course of the coming two years (and the current fiscal
year) of $80,000 per year, in accordance with a modified loan with First Republic Bank, subject
to approval of the pending loan agreement between the Center and the City.

Should the Center find its financial condition to be such that none or few payments are made toward
the restructured loan.owed First Republic Bank in the remainder of fiscal year 09-10, Real Estate
would take that into seiious consideration when determining whether ox not to recommend an
extension (amendment) of the City’s loan with the Center next fiscal year (assuming Board approval of
this loan). The success or failute of the Center’s financial stability plan will be readily apparent, and if
not sueceeding, alternatives to continuation of the City’s loan agreement would in all likelihood be
seriously explored, in a vigilant effort to minimize the City’s risk in this matter,

attachment:

Letter from Rebecca Rolfe, Executive Director of the Center, to Felix Miranda, Vice-
President, First Republic Bank (2 pages) _

H:\My Docuntents\RED Lirhd 10:07.do¢

Office of the Director of Real Estate + 25 Van Ness Avenha,, Suite 400 - San Francisco, CA. 94102
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December 29, 2009

Felix Miranda
Vice President, Senior Credit Officer

First Republic Bank
. 111 Pine Street
San Francisco, CA 94111

Dear Pelix,

_ In youi:erail of November 5, 2009, outlining the proposed revised terms-of our loan, you
requested fnformation on the Centers fundreising/business pian, outlining our ability fo meet the
~ loan amortization requirements in year 3. Although the Joan is not yet finalized, in the spirit of
out ongoing work towards the completion of the loan resfructure I am providing you with the
following summary of our strategles and work {o stabilize the Center's financial base,

. o
We have foeused most of our efforts on increasing revenue as we have already reduced expenses
as low as we can realistically go without damaging infrastructure ox our current confractoal

commitments,

“The two ‘areas that we have identified for solid growth in the next three years are revenue fiom
the building und individual giving, While we are building long texrm plans to increase révenue
from foundations, corporations and government contraots, the continwed uncertainty in the stock
matket and overall economy -- and resulting crises in the state and city/county budgets -- mean
that significant growth In these three arens will be unlikely for at least the next 12 to 24 months.

Out strategies for growth in facilities revenue and individual contributions are outlined below.

Fagilities Revenue: We are finalizing a letter of infent fo bring a long term commercial tenant
onto out fourth floor. This lease supports a significant increase in rental revenue beginning with

an estimated occupancy date in the late fall to winter of 2010 (following a significant build out
process),

Individual Donations: We are curtently in the process of significantly increasing our capacity to
raise confributions from individuals, including:

s “Bxpansion of our development staff: we have received grants from two funders which
will support the addition of onte full time staff member to our development team, bringing
the team from a fofal of 3.0 FTEs to 4.0 FTEs, The new staff position will be focused on
individuat giving and events and this expanded capacity will support short and long term

~ growth in individual giving,

o Expansion of board of directors: Our board Is significantly involved in fundrmsing and
has & collective commitment to raise a minimum of $10,000 per person, which they are
currently exceeding. We are working to double the size of the board within the next 18
months and have a short texm goal to bring on 9 new board members by the end of this

THE BAN FRANCISCO LEGBIAN BAY BIBEXUAL TRANSGENDER COMMUNITY CENTER
180G MARKET STREET, BAN FRANGISCO, BA B410Z  TEL: 415,085.5555 #AY: 415,885,5501  INFU@EFCENTER. DR VIWW.BFOENTER.ORD
357 1&2-30




Attachment I11
Page 3 of 3

- Pelix Mitanda
December 29, 2009
Page Two
fiscal year, Additionally, we are expanding the eommittee structure, orenting new

opporturiities for community membiers to volunteer on board and fundraising committces,
which will expand the resources and conneetions to individual as well as institutional

 donors,

With these strategies solidly underway, I have confidence that we will be able to make the

- . principle payments due in the third yesr of the loan and appreciate the time that the restriictured
loan provides us to adjust ous revenue strafegles to the changing economy while meeting our
commitments to the Plist Republic Bank, :

Pleass fes] fiee to contact me if you have any questions about our long term strategies or if T can
be helpful in any way.

Sincerely,

A~

| Rebecea Rolfe
Executive Dhrector

ce:  Marola Berg, First Republic Bank
Jatnes Williamson, SF LGBT Community Center, Board of Directors
Tetry Micheau, SF LGBT Community Center, Board of Ditectors
John Updike, Assistant Director of Real Estate, City/County of San Francisco

1&2 -3
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