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INTRODUCTION FORM
Byf"“ﬁtmx?mber of the Board of Supervisors or the Mavor

Time Stamp or
Meeting Date

[ hereby submit the following item for introduction:

1. For reference to Committee:
An ordinance, resolution, motion, or charter amendment.
X 2. Request for next printed agenda without reference to Committee

3. Request for Committee hearing on a subject matter.
Request for letter beginning “Supervisor inquires...”.
City Attorney request.

Call file from Committee.

Budget Analyst request (attach written motion).
Substitute Legislation File Nos.

9. Request for Closed Session

___10. Board to Sit as A Committee of the Whole

1

N

3

Please check the appmpriéte boxes. The proposed legislation should be forwarded to the
following:

O Small Business Commission OYouth Commission .
1 Ethics Commission 1 Planning Commission
0 Building Inspection Commission

Note: For the Imperative Agenda (a resolution not on the printed agenda), use a different form.}

Sponsor(s): Supervisor
_Maxwell

SUBJECT: ___ Issuance and Sale of Revenue Bonds — 2235 Third Street
Apartments

The text is listed below or attached:

Signature of Sponsoring Supervisor %%M W M&//é}l//

For Clerk’s Use Only:

Common/Supervisors Form ‘ Revised 4/2/09

916 . /@/28/



MAYOR’S OFFICE OF HOUSING
CITY AND COUNTY OF SAN FRANCISCO

GAVIN NEWSOM
MAYOR

DOUGLAS SHOEMAKER
DIRECTOR

October 5, 2010

Honorable Sophie Maxwell

City and County of San Francisco
Board of Supervisors

City Hall

1 Dr. Carlton B. Goodlett Place
San Francisco, CA 94102

SUBI: Resolution approving the issuance and sale of tax-exempt bonds by the ABAG Finance
Authority in the amount of $60 million to finance the construction of up to 200 units at
2235 Third Street.

Dear Supervisor Maxwell,

With this letter, I am submitting to you for introduction at the Board of Supervisors meeting on,
Tuesday, October 5, 2010, a resolution I recommend for passage regarding qualified mortgage
revenue bonds for the proposed approximately 200-unit residential development located at 2235
Third Street. The Project is sponsored by Martin McNerney Properties, LLC (“Sponsor”), a
single asset corporation with Patrick McNermey as president of the corporation. The Sponsor is
proposing to build three new mixed-use buildings and preserve and renovate two former
warehouse buildings into approximately 200 residential units along with 17,000 square feet of .
retail space including a grocery store and on-site day care. Eighty percent of the units will be
market-rate rentals and 20% of the units at affordable rents of 50% area median.

As you may recall, on November 24, 2009 the Board of Supervisors, through Resolution No.
462-09, approved the issuance and sale of the bonds in order to satisfy the public approval
requirements of Section 147(f) of the Internal Revenue Code, not more than one year prior to the
date of issuance of the bonds. The original issuance date was not met because the project was
delayed in closing its financing. These delays have been mitigated by a change in financing
sources and the project is now able to move forward. However, the bonds are now expected to
be issued after November 2010, more than a year after the original public approval requirement
was satisfied. This means in order to issue the bonds the public approval requirements of Section
147(f) must be satisfied once again.

In order to meet the deadline for submitting the issuance resolution to the California Debt Limit
Allocation Committee (CDLAC), the Board of Supervisors must finally pass the resolution by

1 South Van Ness Avenue, Fifth Floor, San Francisco, CA 94103
Phone: (415) 701-5500 Fax: (415) 701»55(9%17 TDD: (415) 701-5503 www.sfgov.org/moh
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October 19, 2010 so that the sponsor can submit the executed resolution to CDLAC before
November 5, 2010.

The attached resolution has been approved as-to-form by Deputy City Attorney Kenneth Roux.

If you have any questions about the resolution or the project, please contact Joan McNamara at
701-5532.

Sincerely,
< z\m VAS’? 5\

Oliver Hack
Chief Operating Officer

For

Douglas Shoemaker
Director

%
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FILE NO. 101281 RESOLUTION NQ.

[Issuance and Sale of Revenue Bonds - 2235-3rd Street Apartments - Not to Exceed
$60,000,000] .

Resolution approving the issuance and sale of tax-exempt bonds by the Association of
Bay Area Governments Finance Authority For Nonprofit Corporations in an aggregate
principal amount not to exceed $60,000,000 for financing the acquisition, construction
and rehabilitation of 2235-3rd Street Apartments, subject to the policies for such
approvals adopted by the Board of Supervisors.

WHEREAS, on November 24, 2009, this Board of Supervisors adopted Resolution No.
462-09 to approve the issuance and sale of tax-exempt bonds by the Association of Bay Area
Governments for Nonproﬁt-Corporations (the “Authority”) in an aggregate principal amount not
to exceed $55,000,000 (the "Original Bond Amount”) for financing the acquisition, construction
and rehabilitation of up to 200 units known as 2235-3rd Street Apartments (the “Project”) by fo
Martin McNerney Properties, LLC or any successor thereto, (the "Borrower"), and,

‘WHEREAS, The issuance and delivery of the Bonds (as defined below) shail be
subject to the approval of and execution by the Authority of all financing documents relating
thereto to which the Authority is a party and subject to the sale of the Bonds by the Authority;
and, .

WHEREAS, The issuance and delivery of the Bonds as tax-exempt obligations shall
also be subject to the approval of the California Debt Limit Allocation Commitiee ("CDLAC");
and,

WHEREAS, The Project is located wholly within the City and County of San Francisco
(the "City"); and,

Supervisor Maxwell
BOARD OF SUPERVISORS Page 1
: 10/5/2010
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WHEREAS, The interest on the Bonds may qualify for tax exemption under Section
103 of the Internal Revenue Code of 1986, as amended (the "Code") only if the Bonds are
approved in accordance with Section 147(f) of the Code; and,

WHEREAS, the Board of Supervisors of the City (the “Board) is the elected legislative
body of the City and is the applicable elected representative required to approve the issue
within the meaning of Section 147(f) of the Code; and,

WHEREAS, in Resolution 462-09 the Authority requested and the Board approved on

November 24, 2009 the issuance and sale of the Bonds in order to satisfy the public approval

requirements of Section 147(f) of the Code: and,

WHEREAS, The Borrower has indicated that due to delays an additional $5,000,000
will be required to fully fund the Project and that additional bond allocation will be required for
a total aggregate principal amount of not to exceed $60,000,000 (collectively with the Original |
Bond Amount, “the Bonds™); and |

WHEREAS, the public approval requirements of Section 147(f) of the Code require
public approval to occur not more than one year prior to the date of issuance of the Bonds;
and

WHEREAS, the Bonds have not been issued because the Project encountered delays
relatéd to closing its financing; and

WHEREA.S, these delays have been mitigated and the Project is now able to move
forward: however, the Bonds are now expected to be issued subsequent to November 24,
2010; and

WHERFEAS, as a result of the delay in the issuance of the Bonds, the pub[ic approval

requirements of Section 147(f) of the Code must be satisfied once again; and

Supervisor Maxwell
BOARD OF SUPERVISORS Page 2
10/5/2010
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WHEREAS, On Septémber 18, 2010, the Borrower caused a notice to appear in the
San Francisco Chronicle, which is a newspaper of general circulation in the City, stating that a
public hearing with respect to the issuance of the Bonds would be held by the Mayor's Office
of Housing on October 4, 2010; and,

WHEREAS, The Mayor's Office of Housing held the public hearing described above on
October 4, 2010, and an opportunity was provided for citizens to comment‘on thé issuance
and sale of the Bonds and the plan of financing for the Project; and,

WHEREAS In Article IX of Chapter 43 of the Administrative Code (the "TEFRA Policy
Ordinance"), the Board adopted a set of policies relating to the approval of bonds under
Section 147(f) of the Code, also known as a "TEFRA Approval”; and,

WHEREAS, City staff has engaged the Authority and the Borrower in negotiations
regarding the satisfaction of the requirements of the TEFRA Policy Ordinance for purposes of

this resolution: and,

WHEREAS, if and when the Bonds are issued, the Issuer and the Borrower have
agreed that the Bond documents will require the Project to meet certain affordability
requirements for at least 55 years, irrespective of the final maturity date of the Bonds,
including a provision that annual rent increases for affordable units will be limited to the
percentage change in area median income for such years as such amount is determined by
HUD;in the event that HUD does not make such a determination such amount shall be

determined by the Mayor's Office of Housing; and,
WHEREAS, As required by the TEFRA Policy Ordinance, if and when the Bonds are

issued, the Bond regulatory agreement will require the Borrower to comply with the following
City policies: Local Disadvantaged Business Enterprise Subcontracting and Jobs Program;

Non-Discrimination in Contracts and Equal Benefits Policy; Minimum Compensation Policy;

Supervisor Maxwell
BOARD OF SUPERVISORS ‘ Page 3
10/5/2010
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Health Care Accountability Policy; and Prevailing Wage Policy (collectively, the "City
Contracting Requirements"); and,

WHEREAS, The City is charged with monitoring compliance with and enforcing such
City Contracting Requirements, and is aware of its responsibility in this regard; and,

WHEREAS, A ‘description of the expected ownership and management structure of the
Project after issuance in the form required by the TEFRA Policy Ordinance is on file with the
Clerk of the Board of Supervisors in File No.101281, which is hereby declared to be a part of
this resolution as if set forth fully herein; and,

WHEREAS, The Borrower has agreed to reimburse the City for staff time relating to
this resolution and the satisfaction of the agreements set forth in this resolution; and,

WHEREAS, As reflected in the letter on file with the Clerk of the Board of Supervisors
in File No. 101281, which is hereby declared to be a part of this resolution as if set forth fully
herein, the Director of the Mayor's Office of Housing recommends passage of this resolution;
now, therefore, be it |

RESOLVED, That this Board h.ereby finds and declares the above recitals are true and
correct; and, be it

FURTHER RESOLVED, This Board of Supervisors, as the applicable elected
representative of the governmental unit having jurisdiction over the area in which the Project
is located, hereby approves the issuance of the Bonds for purposes of Section 147(f) of the
Code; and, be it

FURTHER RESOLVED, That the approval of the issuance and sale of the Bonds by
the Authority is neither an approval of the underlying credit issues of the proposed Project nor

an approval of the financial structure of the Bonds; and, be it

Supervisor Maxweii
BOARD OF SUPERVISORS Page 4
10/5/2010
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Project or to issue the Bonds for purposes of such financing; or (i) the City, or any department
of the City, to approve any application or request for, or take any other action in connection
with, any environmental, General Plan, zoning or any other permit or other action necessary
for the acquisition, rehabilitation, development or operation of the Project; and, be it
FURTHER RESOLVED, That in accordance with the TEFRA Policy Ordinance this
approval is conditioned on the incorporation of the agreements by the Borrower referenced in
the recitals of this resolution, including but not limited to the satisfaction of the City Contracting
Policies, in the Bond regufatory agreement recorded against the property; and, be it
FURTHER RESOLVED, That this resolution shall take effect immediately upon its
adoption.
APPROVED AS TO FORM:

DENNIS J. HERRERA
City Attorney

KENNETH ROUX
Deputy City Attorney

Supervisor Maxwell
BOARD OF SUPERVISORS . Page 5
10/5/2010
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