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FILE NO. 141154 RESOLUTION . .J. 

1 [Consent to Successor Agency Actions Facilitating Interim Financing - Transbay Transit 
Center- Transbay Redevelopment Project Area -Amendment to Option Agreement Affecting 

2 Affordable Housing Requirement] · 

3 

4 Resolution of the Board of Supervisors, acting in its capacity as the legislative body to 

5 the Successor Agency to the former Redevelopment Agency of the Citx and County of 

6 San Francisco, approving actions by the Commission on Community Investment and 

7 ii Infrastructure to subordinate property interest in a site designated for afford.able 

8 housing in the Transbay Redevelopment Project Area; and to facilitate interim 

9 financing by the Transbay Joint Powers Authority for the construction of Transbay 

10 Transit Center. 

11 

12 WHEREAS, State law dissolved redevelopment agencies and designated successor 

· 13 agencies, as separate entities from cities or counties, to assume the remaining obligations of 

14 the former redevelopment agencies, California Health and Safety Code, Sections 34170 et 

15 seq. (the "Redevelopment Dissolution Law"); and 

16 WHEREAS, To implement the Redevelopment Dissolution Law, the Board of 

17 Supervisors initially adopted Resolution No. 11-12 (Jan. 26, 2012) and subsequently adopted 

18 Ordinance No. 215-12 (Oct. 4, 2012), which established a Successor Agency Commission 

19 and delegated to the Successor Agency to the Redevelopment Agency of the City and County 

20 of San Francisco (commonly known as the Office of Community Investment and 

21 Infrastructure) (the "Successor Agency" or "OCU") the authority, among others, to implement, 

22 modify, enforce and complete the surviving redevelopment projects, including certain Major 

23 Approved Development Projects, Retained Housing Obligations, and· all other enforceable 

24 obligations except for actions decreasing property tax revenue for affordable· housing and 

25 

Supervisor Kim 
BOARD OF SUPERVISORS 2590 

Page 1 



1 material changes to affordable housing obligations, which must be approved by the Board of 

2 Supervisors; and 

3 WHEREAS, California Public Resources Code, Section 5027.1 requires that 25 percent 

4 of the residential units developed in the Transbay Redevelopment Project Area ("Project 

5 Area") shall be available to low income households and that an additional 10 _percent shall be 

6 available to moderate income households (the "Transbay Affordable Housing Obligation"), 

7 which obligation has been incorporated into the Redevelopment Plan for the Transbay 

8 Redevelopment Project, approved by Ordinance No. 124-0q (June 21, 2005) and by 

9 Ordinance No. 99-06 (May 9, 2006) (the "Redevelopment Plan"), and in the Implementation 

· 10 Agreement, dated as of January 20, 2005, between the former Redevelopment Agency of the 

11 City and County of San Francisco (the "Former Agency") and the Transbay Joint Powers 

12 Authority and has been finally and conclusively determined by the California Department of 

, .:$ Finance to be an enforceable obligation under Redevelopment Dissolution Law; and 

14 WHEREAS, Approximately ten (10) acres of land in the Project Area were State-owned 

15 land, including the former Transbay Terminal building and its bus access ramps (the "State-

16 j Owned Parcels") and, under a 2003 Cooperative Agreement among Caltrans, the Transbay 

17 I Joint Powers Authority ("TJPA"), and the City and County of San Francisco ("City;'), the State-

18 Owned Parcels have been, or will be, transferred to the T JPA or the City, which in turn 

19 transfers some of the land to the Successor Agency for disposition and development, and 

20 WHEREAS, The Cooperative Agreement requires that the disposition and development 

21 of State-owned parcels result in the payment of fair market value and the generation of 
. . 

22 property tax revenue (other than tax increment for affordable housing) that is pledged to the 

23 T JPA for funding of the Transbay Transit Center ("TTC") and reserves to the State a Power of -

24 Termination over the transfer of title of the State-owned parcels that it will relinquish upon 
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I satisfaction of certain conditions, including the deposit of the Gross Sales proceeds into a 

j trust account for the benefit of the TTC; and 

WHEREAS, The City, T JPA, and the Former Agency entered into the Option 

Agreement for the Purchase and Sale of Real Property (the "Option Agreement") d.ated as of 

January 31, 2008, which granted the Former Agency the exclusive and irrevocable option to 

take title to certain State-Owned Parcels, including Parcel F (Block No. 3721, Lot No. 01 SA), 

and Parcel O (portion of Block No. 3739, Lot No. 008), Parcel O' (portion of Block No. 3739, 

Lot No. 008), and Parcel O" (portion of Block No. 3739, Lot No. 008) (together the northern 

portion of Parcels 0, O' and O" and generally depicted on Exhibit 4 to the Redevelopment 

Plan are referred to as "Redevelopment Block 4") and the Successor Agency has assumed 

the rights and obligations of the Former Agency under the Option Agreement; and 

WHEREAS, The development of Parcel F and Block 4 will not occur until T JPA is 

finished using the parcels for the Temporary Terminal (Block 4) in late 2017 and for 

construction of the Bus Ramp (Parcel F) in late 2016; and 

WHEREAS, The planned use for Parcel F is primarily office use and the planned use 

for Block 4 is residential ~nd the current projections for Project Area housing development 

indicate that Block 4 may have to provide up to 45 percent of its projected capacity of 550. 

units as affordable units (or 248 units) to ensure compliance with the Transbay Affordable 

Housing Obligation; and 

WHEREAS, The Option Agreement provides, among other things, that the Successor 

Agency will determine the value of State-owned parcels based on an appraisal that includes 

consideration of the Redevelopment Plan restrictions, environmental contamination, if any, 

legally required affordable housing and other conditions which reasonably affect the fair 

market value and that this valuation serves as the basis for satisfying the Cooperative 

Agreement's requirement of Gross Sales Proceeds; and 
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1 WHEREAS, The T JPA needs interim financing to meet its contract certification and 

2 cash flow requirements for the current construction schedule for Phase 1 of the TTC and has 

3 . negotiated, with Goldman Sachs Bank USA, a Credit Agreement having a four year term for a 

4 $171,000,000 loan (the 'TJPA Bridge Financing") that TJPA intends to repay with the 

5 proceeds from a federal Transportation Infrastructure Finance and lnnov.ation Act loan (the 

6 "TIFIA Loan"), when certain conditions precedent to draw are anticipated to be met in Fiscal 

7 Year2016;and 

8 WHEREAS, The terms of the T JPA Bridge Financing require, among other things, that 

9 the property tax revenues (exclusive of affordable housing increr:nent) and the sales proceeds 

1 O for Parcel F and Block 4 provide security for the loan and require OCll to amend the Option 

11 Agreement, enter'into Subordination Agreements, and take r~lated actions (the' "OCll 

12 Actions") for the purpose of subordinating OCll's existing option on Parcel F and Block 4 while 

. .3 the T JPA Bridge Fi.nancing is outstanding, establishing. a Lien Release Price that OCll must 

14 receive for Parcel F and Block 4, and requiring deposit of the proceeds from the sale .of Parcel 

15 . F and Block 4 into a "lockbox" until the T JPA Bridge Financing is repaid in full; and 

16 .·WHEREAS, TJPA and OCll have determined thatthe Lien Release Price is reasonably 

17 achievable, after taking into consideration the Redevelopment Plan development restrictions, 

18 environmental contamination, legally required affordable housing, and other conditions which 

19 reasonably affect the fair market value; and 

20 · WHEREAS, The Amendment to the Option Agreement, the Subordination Agreements, 

21 the Credit Agreement and other related documents provide that nothing in those documents 

22 shall be construed as preventing OCll from fulfilling the Transbay Affordable Housing 

23 Obligations; and 

24 WHEREAS, On November 4, 2014, after holding a duly notice public hearing and 

~5 consistent witb its authority under Redevelopment Dissolution Law and Ordinance 215-12, the 
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1 Successor Agency Commission conditionally approved, by Resolution No. 91-2014, the OCll 

2 Actions, subject to approval by the Board of Supervisors in its capacity as legislative body for 

3 the Successor Agency (the "Variation Approval"); OCll Resolution No. 91-2014 is on file with 

4 the Clerk of the Board of Supervisors in File No. 141154, and incorporated in this Resolution 

5 by reference; and 

6 WHEREAS, The Board of Supervisors, in its capacity as the legislative body for the 

7 City and a paf1y to the Option Agreement, will consider approving the First Amendment to the 

8 Option Agreement; and 

9 WHEREAS, The OCll Actions in facilitating the T JPA Bridge Financing will not 

1 O adversely affect OCll's fulfillment of the Transbay Affordable Housing Oblig'ations; and 
' 

11 . WHEREAS, Consenting to the OCll Actions is an administrative activity, will not result 

·12 in direct or indirect physical changes in the environment and thus is not a project as defined 

13 by the California Environmental Quality Act ("CEQA"), CEQA Guidelines, Section 15378 

14 (b)(4); now, therefore, be it 

15 RESOLVED, By this Board of Supervisors of the City and County of San Francisco, 

· 16 acting in its capacity as the legislative body of the Successor Agency, that the OCll Actions 

17 are hereby approved. 

18 

19 

20 

21 n:\spec\as2014\0100277\00968991.doc 

22 

23 

24 

25 
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122-0312014-002 Agenda Item No. ~ 
Meeting of October 10, 2014 

MEMORANDUM 

TO: Offi9e of Community Investment and Infrastructure Commissioners 

FROM: Tiffany Bohee 
Executive Director · 

SUBJECT: Conditionally Authorizing the Executive Director to execute a First Amendment to 
the Transbay Option Agreement for the Purchase and Sale of Real Property and a 

· Subordination Agreement, and to take related actions · to facilitate a loan 
agreemelit·between the Transbay Joint Powers Authority and Goldman Sach~ Bank 
USA that funds the Transbay Terminal .construction, subject to the approval .of the 
Board of Sup.ervisors of the City and County of San Francisco, . th.e Oversight 
Board of the City and County of San Francisco and the California Departmen~ of 
Fin~ce; Transb.ay Redevelopment Project Area · · 

EXECUTIVE SUM.MARY 

In 2005, the· City approved, the Redevelopment Plan (the "Redevelopment Plan'~) for the 
Trans bay Redevek>pment Project (the "Transbay Project"). The Transbay Project proviqes for the 
redevelopment, rehabilitatj.on; and revitalization of the area generally bounded by Mission, Main, 
Second, and Folsom Streets in downtown San Francisco, and containing approximatelyforly (40) 
acres of land (the ''Proj~ct Area") in the City's financial district, including the new: Trail.shay 
Transit Center ("TIC") and 10 acres of publicly owned property most of which was. formerly 
owned by the State. The Tran.shay Joint Powers Authority ("TJP A") is responsible for planning, 
.constructing and . eventuajly operating the new TIC. Two of .the primary goals · of. the 

· .Redevelopment Plan for the .Project Area are (i) funding (from sales proceeds, non-housing tax 
increment, and other sources) the construction of the new, multi-modal TIC on ·the sit~ of the 
former terminal and construct the DTX; and (ii) developing a new, transit-oriented neigl).borhood 
on approximately 10 acres o·fpublicly owned property, most of which was formerly owned by the 
State,. including more than 3,400 new residential units of which i,200 units will be affordable and 
3.0 million square feet of new commercial space as well as ~ew parks, plazas, streetscapes,. and 
related improvements. · · · 

.· .. 
In 2008, the Redevelopment Agency of t~e City and County of San Francisco ("Former Agency'') 
entered into an Option Agreement for the Purchase and Sale of Real Property with the City and 
County of San Francisco ("City'') and the TJP A (the ."Option Agreement") whereby the City and 
TJP A granted to the Fonner Agency the exclusive an.d irrevocable option to purchase certain 
former State-owned parcels for disposition and development by third parties. As a condition of 
granting the option, the Former Agency pledged to provide TJP A the gross sales proceeds from 
the parcels for deposit into the trust account at closing of the purchase-sale, and the non-housing 
net tax increment generated by tj:ie parcels over time. The Option Agreement also required the 
Fo1mer Agency to perform all of its obligations under the Transbay Redevelopment Project 
Implementation Agreement (2006), which requfred, among other things, completion of public 
infrastructure and affordable housing obligations. · 
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In January 2010, TJPA entered into· a $171.0 million loan under the Transportation Infrastructure 
Finance and Innovation Act (the "TIFIA Loan") to fund a' portion of the costs. The TJP A has not 
yet satisfied ·an of the disbursement conditions under the. TIFIA Loan. As a result, TJP A cannot 
currently requisition proceeds under the TIFIA Loan. TJP A expects· to satisfy all of the 
disbursement conditions and ·draw on the TIFIA Loan in late 2015, although the schedule is 
subject to change. TJPA intends to repay the TIFIA Loan with: 1) net tax increment that is not 
committed for affordable housing and that is generated by certain State:-owned parcels in the 
Project Area; 2) future contributions from Alameda-Contra Costa Transit District ("AC Transit'') 
-related to use of the new TTC; and 3). income derived fr.om certain permitted investments of 1) 
and 2) (together "Pledged Revenues"}. 

To meet certain funding requirements in contracts and cash flow requirements in accordance with 
its current construction schedule for Phase 1 of the TIC in Fiscal Ye.ar 2015 and 2016, the TJPA 
must secure interim financing (the ·''Bridge Financing"). Phas.e 1 of the TIC includes construction 
of the new five-story multi-modal tr~it center. TJP A co:µducted a competitive procurelD.ent 
process and has been working with Goldman Sachs to negotiate a Credit Agreement' and related 

. documents to secure a direct 1oan to cover the immediate funding needs of the TJP A. The Bridge 
Financing will take the form of a direct loan in the amolint of $171 million. The Bridge Financing 
will have a 4-yei:rr terin,.with lump.sµm repayment in full at maturity, and prepayment,.in part or 
in full, at the option of TJP A .at any point during the term that is at least one year after clqsing of 
the Bridge Financing. TJP A 'intends and is required by the tel:ms of the Bridge Financing to repay 
the Bridge Financing in full with proceeds of the TIFIA Loan. 

In addition to the security of Pledged Revenues and because the net tax increment portion of the 
Pledged Revenues is ·not yet mature, Goldman Sachs requires additional security as ~er 
.protection in the unlikely ·event that TJP A is unable to draw down on the TIFIA Loan to repay the 
Bridge Financing in full within the four year term; This additional security includes: 1) .a deed of 

. trust on Parcel F (a site proposed for primarily commercial office development) that is expected to 
be reconveyed when. the Bridge Financing is redeemed, unless the parcel is sold prior to that point . . 
in which case the proceeds of such sale would be deposited into a lockbox as coliateral until the 

. Bridge Financing is repaid in full; and 2) a recordable negative covenant on Parcels 0, 0'~ and O" 
(three parcels that will be.subdivided into three dev.f?lopable rectangular blocks: Block4, a mjxed­
income residential development; Block 3 a public open space; and Block 2. an affordable 

. residential development), specifying if Block 4 portion of the parcels is sold before the Bridge 
Financing is redeemed, TJP A will.deposit the proceeds from the sale into the lockbox as collateral 
until the Bridge Financing is repaid in full. The map included as Attachment 1 shows the 
location of the real estate collateral. This additional security. requires an amendment to the Option 
Agreement and a Subordination Agreement related to Parcel F and Parcels 0, O',.and O'' while· 
the Bridge Financing is outstanding. 

Under Redevelopment Dissolution Law, the Option Agreement is an "enforceable obligation" that 
the Office of Community Investment and Infrastructure, as the Successor Agency to the Fonner 
Agency ("OCII'') has assumed and is required to implement. Any amendment to the Option· 
Agreement requires the review and approval of the Oversight Board and the California 
Department of Finance to determine if the modification is "in the best interests of the taxing 
entities." i.e. the City, School District, Community College, and BART. Cal. Health & Safety 
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. . 
Code § 34181 (f). pi addition, the Board of Supervisors, acting as the legislative body for the 
Successor Agency, must approve the amendment to the Option Agreement because it retained the 
authority to review material changes to OCII's obligations to provide affordable housing, 
Ordinance No. 215-12 '(Oct. 4, 2012). 

Under the proposed Option Agreement Amendment, OCII would. retain the right to exercise its 
option even while the Bridge Financing is outstanding so long as the lien release amount is 
deposited into a lockbo:X. as collateral until the loan is repaid in full. Authorizing the 
subordinations requires an amendment to the Option ·Agreement, which is included as 
Attachment 2. The subordinations will be released wl:i.en the Bridge . Loan is repaid. The 
subordination will specify that any party (or its SUC?cessor) that acquires Block 4 through any 
Bridge Loan deed of trust is subject to the BlOck 4 affordable housing requirement required by 
OCII to meet the overall affordable housing · percentage mandated for the -Transbay 
Redevelopment Plan Area. · 

Staff recommends. conditionally authorizing the /Executive Director to execute a First Amendment 
to the Option Agrf3ementfor the Purchase and Sale of Real Property to subordinate.its interest in 
Transbay Parcel F and Block 4 (portions of Parcels.O; O', and O"), subject to the approval of 
the Board, of Supervisors of the City and County of San Francisco, the ·'oversight Board of the 

. City and County of San Francisco- and the California Department of Finance. · · 

BACKGROUND 

In 2005, the City apprnved, by Ordinance No. 124-05~ the Redevelopment Plan for the Transbay 
Redevelopment· Project. The Redevelopment Project provides for the redevelopment, 
rehabilitation, and revitalization of the area generally botinded by Mission, Main,, Second, and 
Folsom Streets .in downtown San Francisco, and containing approximately forty ( 40) acres· of land 
in the City's financial district, including the new Transbay Transit Center and 10 acres of publicly 
owned property most .of which was formerly owned by. ~he .State. The TJP A is responsible for 
planning, constructing and eventually operating the ::q.ew TTC Two of the primary goals of the 
Redevelopment Plan for the Project Area are (i) funding'(:frpm sales proceeds, tax increment, and 
other sources) the construction of the new, multi-modal TTC on the. site of the former terminal . 
and construct the DTX; and (ii) developing ii- new, transit-oriented neighborhood on 
'approximately 10 acres of publicly owned property, .most of which was formerly owned by the 
State, including more than 3,400 new residential unl.ts of which 1,200 units will be affordable and 
3.0 million square feet of new commercial space as well as new parks, plazas, streetscapes, and 
related improvem,ents. 

Transbay Enforceable Obligations and Ancillary Agreements 

The State, acting by. and through its Department of Transportation ("Caltrans"), the City, and the 
TJP A entered into that certain Cooperative Agreement, dated as of July 11, 2003 (the 
"Cooperative Agreement"), pursuant to which the State has or will transfer the State-Owned 
Parcels .to the City. and the TJP A subject to certain terms and conditions. Consistent with. and in 
furtherance of the Cooperative Agreement, the Redevelopment Plan, and the Redevelopment 
Project, the City, TJPA, and the former Redevelopment Agency of the City and County of-San 
Francisco ("Former Agency") entered into· that certain Transbay Development Project Tax 
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Increment and Sales Pledge Agreement (the ''Pledge Agreement"), dated as of January 31, 2008, 
pursuant to which the parties provided for the irrevocable pledge of certain non-housing tax 
. increment generated from the former State-owned parcels, as defined in the Pledge Agreement , 
to TJPA for construction and design of the Trans.bay Terminal Project. Also in furtherance of the 
Redevelopment Plan and Redevelopment Project, the TJP A and the Former Agency entert')d into 
that certain Implementation Agreement, dated as of January 20, 2005 (the "Implementation 
Agreement"), which requires, among other things,- the Former Agency to prepare and sell the 
Agency Transfer Parcels to third prunes, provide the TJP A with the Gross Sales Proceeds to help 
pay for the cost of constructing the Transbay Tenninal Project, and execute all activities related to 
the implemehtation of the Redevelopment Plan, including the Transbay Affordable ·Housing 
Obligation. · · 

· On January 31, 2008, the City, TJPA, and the Former Agency entered into the Option Agreement 
fot· the Purchase and Sa:le of Real Property· ("Option Agreement"). The Qptfon Agreement 
implemented the Former Agency's obligations under various agreements and. state law related to 
the development and fundmg of the Transbay Termi_nai · Project,· public in:frastruc;ture and 
affordable housing; it also granted the Fonner Agency the option to take title"to.certain currently 
or formerly State-owned parcels (the "Agency Transfer P.arcels"), subject to certain limitations. 

Under Assembly Bill No. 812 (Chapter. 99, Statutes of 2003, codified at California Public 
· Resources Co4e section 5027.1) ("AB 812"), ·any i;_e4evelopment plan adopted· to ·finance, in 

whole or in part, the demolition of the Transbay Terminal building and the constru~tion of a new 
· terminal, including its associated vehicle ramps, sha11. ·ensure that at least 35 percent of all 
. dwelling units developed within the project area: shall pe ~vailable at an affordable housing cost to 
low- and moderate-income households. Specifically;.25 percent of all dwelling units Q.eveloped 
within the project. area .. shall·be available at affordaqle·housing cost to, and occupied b.y, persons 

.. ~d families whose incomes do not exceed 60 perce;nt of the area median income, and· at least an 
additional 10 percent ·of all dwelling units developed;within the project area shall he· available at 
affordable housing cost to, and occupied by, persons· and families whose incomes do. not exceed 
120 percent of the area median income (the ~'Trans:bay Affordable Housing Obligation"). The 

. Redevelopment Plan provided for the financing· of the Transbay Terminal Project and thus . 
· triggered the Transbay Affordable Housing Obligation; .which is explicitly incorporated ·into 

Section 4.9.2 of the Redevelopment Plan and into bi:p.dkg .. agreements. · 

The Redevelopment Plan established, under Califomfa Health and Safety Code section 33333, the 
land use controls for the Project Area, required de-efelopment to conform to those.·Iand use 
controls, and divided the Project Area into two land use zones: Zone One and Zone· Two. The 
·Redevelopment Plan required the Fonner Agency to exercise land use authority in Zone One and 
authorized it to delegate to the San Francisco Plannin,g Department (the "Planning Department") 
the land use controls of the San Francisco Planning Code (the ''Planning Code"), as amended 
from time to time, in Zone Two. · 

To implement the Transbay Affordable Housing Obllgation and other objectives for the Project 
Area, the Redevelopment Plan provides, among-other things, that "[s]ubject to the terms of owner 
participation agreements [with the Agency], m:yners shall be required to provide for infrastructure, 
affordable housing and open space in conjunction with the development of improvements in the 
Project Area" (Section 4.2.5); "all real property sold, leased ·or conveyed by the Agency, as well. 
as all property subje~t to owner participation agreements, is subject to the provisions of [the 
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Redevelopment Plan]" (Section 4.7.3); and "[l]eases, <;Ieeds, ·contracts, agreements and 
declarations of restrictions of the Agency may contain restrictions, covenants, covenants running 
with the land, rights of reverter, conditions subsequent, equitable servitudes or any other 
provision necessary to carry out [the Redevelopment Plan]" (Section.4.7.3). The Former Agency 
recorded the Transbay Redevelopment Project Area Declaration of Restrictions against all 
property in the Project Area (the "Declaration of Restrictions").. · · 

TJP A demolished the former Tr~sbay Terminal and ramps, and is constructing a modern 
publicly-owned multinl,odal terminal on the same site. The TTC is a public benefit and a central 
part of the Transbay Project. The TTC will help to revitalize the Project Area and stimulate 
private investment by serving as a,center of transit, retail, entertainment, and community facilities 
for the new transit oriented neighborhood. TJPA's demolition of the former Transbay Terminal 
building_ and ramps pas provided additional vacant· land for .developlli.ent consistent with the 
Redevelopment Plan and Transbay Project., · 

Dissolution 

On February 1, 2012,- the :rormer Agency was dissolved pursuant to Assembly Bill No. IX 26 
(Chapter S, Statute~ of 2011-12, First Extraordinary Session) ("AB 26") and the California 
·Supreme ~ourt's Q.eciSion in California Redevelopment Association v. Ma~osantos, 53 Cal. 4th 231 
(2011). On June-27, 2012, AB 26 was amended in part by Assembly Bill No. 1484-{Cb.apter 26, 
Statutes of 20.11-12). ("AB.1484"). (AB 26 and AB 1484'are codified in sections 33500 et seq. of 
the Ca1ifomJ.a.Health and Safety.Code, which sections, as amended from time to time, are referred 
to as the "Redevelopment Dissolution Law."). · 

Unqer Redevelop:rp.erit Dissolution Law, the Office of Community Investment-and Ihfrastructure 
("OCII") was designated as.the successor agency to-receive the non-affordable housing assets of 
the Former Agency, and OCII succeeded, by operatl.on oflaw, to the Former Agency's rights, title 
and interest in the Option Agreement, without the necessity for any assignment oi other action on 
the part of any party. On October 2, 2012, the City's Board of Supervisors ad~pted Ordinance.·. 
215-12 (File No. l.:20898) acknowledging that the_ OCII-is a separate legal entity, ·creating a 
commission for OCII .(the "Commission") as a :policy body of OCH and del~gating to the 
Commission the authority to act in place of the former San Francisco Redeveiopment Ag~ncy 
Commission to i:qiplement certain projects, but retaining authority to approve· material changes in 
the affordable .housing obligations of OCII. As required by Redeve1opment Dissolution Law, the 
City also established the oversight board of OCII (the "Oversight Board"). · 

On April 15, 2013, the California Department of Finance· ("DOF'') detennined finally and 
conclusively that the . Pledge Agreement, the Implementation Agreement, and .the Trans bay 
Affordable .Housing Obligation are enforceable obligations under Redevelopment Dissolution 
Law and will not be subject to further DOF review except to determine if future OCII 
expenditures are consistent with those obligations. Letter, S. Szalay, DOF Local Government 
Consultant, to T: Bohee, OCII Executive Director (April 15, 2012[sic]) (the "Transbay Final and 
Conclusive Enforceable Obligations"). 

California Health andSafety Code Section 34177 provides that OCII, as a successor agency, is 
required to (1) perform obligations required pursuant· to any enforceable obligation, and (2) 
continue to oversee development of properties until the contracted work has been completed. 
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The Option Agreement is an obligation that existed prior to June 28, 2011. Under the Option 
Agreement, Section 2.1, OCII holds an exclusive and irrevocable option to purchase (the 
"Option") the Ageney Transfer ·Parcels, including, among others, Parcel F (Block 3721, Lot 
OlSA) ("Parcel F").and Parcel 0 (portion of Block 3739, Lot 008), Parcel O' (portion of Block 
3739, Lot 008), and Parcel O" (portion of Block 3739, Lot 008) (together the northern about one­
third of Parcels 0, O' and O" are referred to as "Block 4"), San Francisco,· CA, on the terms and 
conditions of the Option Agreement. One of the conditions of the Option,. Agreement prohibits 
OCII from selling an Agency Transfer Parcel to a third party unless tl;te sales price is equal to or 
,greater than the Baseline Valuation for that Agency Transfer Parcel. Baseline Valuation is the 
minimum price for an Agency Transfer ·Parcel and is determined by an appraisal that includes 
consideration of Re.development Plan development restrictions, environmental contamination, 
legally required affordable housing, and other ·conditions which reasonably ¢Teet the fair market 
value (the "B.aselme.V aluation''). · · · 

Parcel F and Block 4 

The planned uses ·of Par9el F and Block 4 by third parties must comply with the·Pevelopment 
Controls and Design· .Quidelines for the Tran:sbay Redevelopment Project (tb.e> ·"Development 
Controls"), which ;govern ·private projects in. Zone One and require, among. o~er things, the 
parcelization and ~sembly of land into blocks. and· lots that are suitable fqr· deveiopment. · Under 
the Redevelopment :Proiect, OCII plans to aggregate and prepare Parcel. P. fo:i; disposition and · 
development as :.primqrlly office use, and aggregate and prepare Block 4 . fot disposition and 
development ·as ·residential use,· but these planned uses are subject to cha):l:ge.' .The current 

. projections of housing units that will be built in the Project Area, assuming Block 4's projected 
capacity of 550 ~ts, iridicate that up to·45 percent of the units on Block A. (o:r 248 uhits), will 
need to be afforda,blt'. units to comply with the Transbay Affordable Housing ObligatiOn. · . 

. ' ·.: 

Under the Option Agreement, Section 4.l(a), OCII may ·first exercise the Option only after the· 
certain conditions :have been satisfied, including; telative to Parcels F, 0, O'~ .and 0", only after 
such parcels are not: being .used by TJP A for actual construction or demolition. of'bus :t;amps . and 
siting of the tern,porary terminal facility, which are part of the TTC project. . T~Ajs currently 
using Parcel F for actual construction of the new·bus ramps and train·box,:.and P.~ceis 0, O', and 
O" for the temporaryt~rminal facility. TJPA currently expects its use of Parcei..F:and Parcels 0, 

· O', and O" for these purposes will end in late 2-016 and 1ate 2017, respectiyely; .although the 
schedule is subj eCt to change. Thus, TJP A .and OCII. do· not expect that the ·coP..ditio:iJ.s precedent 
to OCII' s ability to exercise its rights under the Option Agreement will be satl.sfied illitil late 2016 
and late ~017 .. OCil's ability to complete its work relative to Parcel F and BI.ock:4. are facilitated 
by TJP A's timely completion of construction of Phase 1 of the TTC project. The ·property tax 
revenues that are expected to flow to the taxing entities upon completion of. development of 
Parcel F and Block 4, as well as the other Agency Transfer Parcels, will be facilitated by TJPA's 
timely completi.on of coristruction.pfthe TTCproject. · 

Bridge Loan 

Ill January 2010, TJPA entered into a $171.0 million TIFIA Loan to fund a portion of the 
Transbay Project costs. As of the effective date of this First Amendment, TJPA has not yet 
satisfied all of the disbursement conditions under the TIFIA Loan. As a result, TJP A cannot 
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currently requisition proceeds under the TIFIA Loan. The disbursement conditi_ons of the TIFIA 
Loan include among other things: th~ requirement that TJP A receive gross.land sales proceeds of 
$429 million from th~ State-owned parcels (or allocation of alternative funding acceptable to 
TIFIA); and evidence that the Proje.ct is fully funded. TJJ> A expects to meet the condition 
regarding gross land sales proceeds durip.g FY 2016 (late calendar·year 2015), following the sale 
ofTransbay Blocks .5, 8, and 9. A ke.y eomponent of meeting the full Project _funding condition is 
bond proceeds associated with the Mello-Roos Community Facilities District ("CFD") currently 
being formed. The TIFIA Loan recognizes the fonnation of the CFD and its corresponding 
authori.zatiori to issue bonds as evidence of full funding for Phase 1-, · even before the bonds 
themselves are sold. The City anticipates the CFD to be formed in January 2015 .after the Board 
of Supervisors talces its final action. · · · · 

. . 
To· obtain· interim cash flow funciin.g · necessary to _certify construction contracts and make 
construction Q.isbursements for" the Ttansbay Project, pending ·TJPA's satisfaction of the 
remaining disbursement conditions under.the·TIFIA Loan, TJPA intends.to cfose a.bridge loan in 
the amount of up to $171.0 million (the"'Bricige .. Loan") arranged by.Goidman. Sac~ Bank USA 
("Goldimµ1~') pursuant to that certain Credit Agreement, among TJPA, i;is .borrower, the lenders 
party thereto (the.~'Lenders"), and Goldman, as.'.adriiinistrative agent and '.collateral agent for the 
Lenders (~ amended, restated, supplemented,. extended or otherwise modified ;from time to time 
and as refinanced, refunded or replaced from time to time, the "Credit Agreement~') .. . . . 

. . . . 
As a condition to funding the Bridge. Loan under the Credit Agreement; ... the.'Lend.ers require, 
among otheflhings, the following actio:n.s .to occur in order to protect and create· .certain security 
interests for ~e Bridge Loan:. . · · · · 

1. Amendrnent to Option Agreement. . . :· 

Under the Option. Agreement and relate.cl documents, OCII, as th~ -successor to the 
Redevelopment Agency, has an option to acquire from the TJP A or the City· c·ertain property. 
previouf?lY owned by Caltrans, including .Pa:rcd F and Parcels 0, O', and .O''.· OCII is charged 
with preparing and selling the properties ~o third parties, depositing the grosi;; sales proceeds into a 
trust accotlnt (which proceeds are declicatc::d to help paying for the ·cost .9f cpnstnicting the TTC 
project), and e:x:e.cuting all activities reiated to the implementation ·of the :Re4evelopment Plan, 
including the· Transbay Affordable Housing bbliga~ion. The Option Agreement recognizes that 
the gross. sales proceeds for the former' state..:owned parcels are based on ·consideration of 
Transbay Redevelopment plan development restrictions, environrnentai contamination, legally 
required affordable housing, and other conditions which reasonably affect the fair. market value. 
The preservation of this approach to valuation ·of Parcel 0, O', and O" /Biock 4, in particular, is 
important to ensure that OCII is able to.fulfill its Transbay Affordable Ho~sing. Obligation. 

The First An:i.endment to the Option Agreement expressly·pennits OCH to· subordinate its option 
and TJP A to offer a first priority interest in Parcel ·p and Parcels 0, O', and· 0,, to· the lenders 
during the term of the Bridge Loan. Further, the Amendment expressly permits OCII to exercise 
its option as to Parcel F and Block 4 while the Bridge Loan is outstanding provided that, among· 
other things, the gross sales proc.eeds from OCII' s sale ~f Parcel F or Block 4 are equal to or 
greater than a lien release price and the proceed~ are deposited into a lockbox to secure repayment 
of the Bridge Loan. · 
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The First Amendment expressly recognizes that in the event of a foreclosure or other sale of 
Parcel F or Block 4, the purchaser and the. property shall continue to be subject to all of the· 
conditions, restrictions and covenants provided in OCII's final and conclusive enforceable · 
obligations and OCII retains the obligation and authority to determine the infrastructure, 
affordable housing, and open space requirements that apply to any development on the properties.-. . . . . . . . 

Because the Option Agreement is ·one .of:the master enforceable oblig~tion documents for. the 
Transbay Project, any amendment. is"subject to the review and approval of the Oversight Board 
and DOF under Redevelopment Dissolutiqn Law. In addition, because the First Amendment.is · 

· changing terms related to Block 4,. which includes a significant amount of affordable housing, the 
Board of. Supervisors, acting as the:·successor Agency, must review- and approve the First 
Amendment since it is a material .change to an affordable housing obligation, pursuant to the City 
Ordinance 215-12. Since the City is also· a party to the Option. Agreement, the Board :of 
Supervisors will ·also be approviilgthe·First'Amendment on behalf of the.City. 

The Oversight Board will be required . to make findings that ·ap:i.endments to enforceable 
obligations are in the best. interests of tlie taxing entities. Due to the itiiportance of the TTC 
project to the City and the other taxing.entities, staff believes the First Amendment to the Option. 
Agreement is in the taxing entities?. best . .interest as it facilitates. the timely completion of 
construction of Phase 1 of the TTC project, which is a significant public-.~enefit that will help to 
revitalize the Project Area and stimulate private investment, and is a central part of the Tran.shay 
Project. 

1 
· · 

2. Subordinati~rts ofOCII's options inPartel.F and.Parcels 0, O', and O." 

OCII will -subordinate its option to acquire.-Parcel F, and Parcels 0, O', ·and O" to the Bridge 
Loan. OCII will r.etain the right to exerciSe its· option for Parcel F or Blo.ck 4 while the Bridge 
Loan is outstanding provided that, among.other things, the gross sales p'foceeds from OCII's sale 
of those properties are equal to or greater than a lien release price and the pro.ceeds are· .deposited 
into a lockbqx ·to secure repayment of the Bridge Loan. It is anticipated that Parcel F would be 
offered for sale first since the Temporary Terininal will occupy Block 4· for several years-. Should 
Parcel F.be sold for an amount greater than the lien release price, then the lien release price for 
Block 4 would be commensurately reduc~d. OCII will still be able to exercise its option to · 
acquire for Block 2 or Block 3 during the Bridge Loan term without paying a lien release price as 
long as Parcels-0, O', and O" have beeri subdivided into Blocks 2, 3 Md 4. The subordination 
will specify that any party (or its successor) that acquires Block 4 through any Bridge Loan deed 
of trust is subject to the Bl9ck 4 affordable housing requirement requrr~d by OCII to meet the 
overall affordable housing ·percentage mandi:ited· for the Trans bay Redevel_opment Plan Area. The 
subordinations will be released. when th~ Bridge Loan is repaid. · 

3. Deed of Trust for Parcel F. 

The TJP A will mortgag~ its interest in Parcel F in favor of the Bridge .Loan. lenders. The TJP A 
will reserve the subgrade portion of the property that will be occupied by the train box and 
assoCiated infrastructure from the conveyance. The deed will be reconveyed when the Bridge 
Loan is repaid. · 
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4: Agreement Not to Encumber for Parcels 0, O', and O." 

'l;'he TJP A will agree not to sell or enc.umber Parcels 0, O', and O" while the Bridge Loan is · 
outstanding unless, among other things; the gross sales proceeds from any sale of Block 4· are 
equal· to or ·greater than a lien release price,. and the proceeds from any portion of Parcels o; O', 
and O" are .deposited into a lockbox to secure. repayment of the Bridge Loan. If the Bridge Loan 
is still ·outstanding 18 months after closing the Bridge Loan, the. TJP A will take measures to 
subdivide the property and convert the !:).greement not to encumber against Parcels 0, O', and O" 
into a,deed of trust on just Block 4. OCil will retain the right to subdivide Parcels 0, O', and O" 
into Bl6ck 2, 3, and 4; and exercise its ppti9n to acquire the Block 2 and. 3 Without meeting .any 
lien.release price. The agreement will be releas.ed when the Bridge Lo·an is repaid or a deed of 
trust is recorded against Block 4. Blocks 2· .or 3 can be acquired by QCII during term of loan for . . . · 
any price and that gross sales proceeds (if any) from Blocks 2 or 3 must be deposited into 
Lockbo::ic Account as security for loan repayment. 

5. Caltrans' Release of its Power.ofTermihation. 

. . . 
The·Cooperative Agreement between the State, the City, and the TJPA-provides the terms under 
which the·State agreed to transfer State-owned.parcels to the'City.and.:the TJPA for construction 
of the Transbay:Project and redevelopmel).t:of"the Transbay Project Area. The State retained a 
power of.tennination: over the transferred· State-owned parcels, which permits the State to retake. · 
the parceis if certain conditions are not achieved, prlmarily relating to .timing for completion of 
the project ·and the improper transfer of. any gross s.ales proceeds generated from the State-owned 
parcels. The ·state is required to release it~ power oftennination over ti·parcel upon completion of 
the'. new. Transit Center or deposit of .c:e#ain funds into the trust. account, which funds are 
dedicated to.·paying capital costs for the_·projeqt.'. 

Caltrans will release its power ofterm.i.ri.ation over Parcel F and Block 4 upon the TJPA's deposit 
of the proceed$ of the Bridge Loan into the.· trust accoUn.t, less amounts necessary to reserve for 
capitalized interest, hedging costs, and· transaction fees with respect to the 'Bridge Loan and up to · 
$9.9 million to pay for construction manageinent related soft costs for the Tran.shay Project. As a. 
party to the Cooperative Agreement, the City will need to consent to Caltrans' early r~lease of its 
power of termination. 

Bridge Loan Repayment 

The Bridge Loan has a four year term and may be prepaid by TJP A without penalty or premium 
after the first anniversary of the Bridge Loan. TJP A expects to draw on the TIFIA Loan, and 

·prepay in full the Bridge Loan in late 2015, although the schedule is subject to change. In order 
to achieve that outcome, the CFD must have been formed and the. TJP A will need to achieve the 
$429 million gross sales proceeds 'threshold. Upon the full repayment of the Bridge .Loan, the 
Deed of Trust and the Negative Pledge will each be released when TJP A Pursuant to the Credit 
A~eement and the Sub.ordinations. Thus, TJP A expects that OCII' s Subordinations would be 
released in late 2015, one to two years before ocrr would otherwise be eligible to exercise its 
Option to acquire Parcels F, 0, O', and O", although the schedule is subject to change. 
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In the event that OCII is eligible to exercise its Option to acquire Parcel F or Parcels 0, O', ·and 
O" before the TJP A repays the Bridge Loan in full, the Credit Agreement, the Deed of Trust, the 
Negative Pledge, and the Subordinations ·expressly acknowledge the requirement for. OCII to 
fulfill the Transbay Affordable Housing Obligation and authorize OCH to exercise the Option 
relative to Parcel F or Parcels 0, O', and O'', as the case may be~ in acc~rdance with the Option 
Agreement, and require the release of the Deed of Trust or the. Negative Pledge, as applicable, 
provided that (1) TJP A is not in default under the Credit Agreement or the other Bridge Loan 
doclplients, (2) the Gross Saies Proceeds.from the OCII's sale of Parcel For Parcels 0, O', and 
O", as the case may be, to a third party ·are equal to or greater".than a lii;:n release· price that 

· includes considerapon of Redevelopment Plan development· restrictions, environmental. 
contamination, legally required affordable housing, and other conditions which reasonably affect 
the fair market value, (3) t1Jose Gros~ Sales Proceeds are deposited into the Lockbox Account, and 
( 4) .c.~rtain other conditions are· satisfied. . · · 

In·th~ event of a foreclosure sale or a sale pursuant to any power or sale contained in or under any 
ni.9rtgage, de.ed of trust, or other encumbrance upon Parcel F and Parcels 0, O', and O", the 

· purphaser or purchasers and their successors and assigns, an4 the pr~perty, i;;hall continue to be 
subject to all of the conditions, restrictions and covenants provided in the Transbay Final and 
Co11cliisive·. Enforceable Obligation& and Declaration of Restrictions, and OCII retains the· 
obligatjon and authority to detenaj.ne the infrastructure, affordable housing, and open space 

· requ.ifeinents that apply to any development on Parcel F and Parcels 0, ·Q',, and O". Pursuanno 
the .Credit Agreement, the Deed of Trust, the Negative Pledge, and the Subordinations, the· 

. iendenf ·expressly acknowledge that the· terms and conditions · of .the Trans bay Final and 
ConcJusive Enforceable Obligations, including the Transbay Affordable Housing Obligation, 
apply :to and pass with Parcel F, and P.arcels 0, O', and O", and ·apply to and bind the successors 
in int~rest of lilll-Y owner of Parcel F and Parcels 0, O', and O"; and th~t.Parcels F, and Parcels 0, 
O', and O" shall be held, transferred, .sold and conveyed, subject to .the conditions, restrictions, 
reservations · and covenants set · forth in the Transbay Final ·and ... Conclusive Enforceable 
Obligations and Declaration of Restrictions. 

In order t6 (1). pennit TJP A to offer the Real Estate Collateral as security for the Bridge Loan, and 
(2) .authorize TJP A and OCII to subordinate to the Deed of Trust. and the Negative Pledge the 
Optio11. Agreement and OCil's rights and.privileges under the Option:relative to the Real Estate 
Collateral; .all for the purpose of facilitating timely completion of construction of Phase 1 of the 
TransbaY: Project, and the significant public and tax benefits that :derive therefrom U.nder the 
Redevelopment Project, the City, TJPA, and OCH wish to enter into this.First Amendment. 

Recommendation 

This First Amendment will: (1) facilitate timely completion of construction of Phase 1- of the TTC 
project, which is a public benefit, will help. to revitalize the Project Area and stimulate private 
investment, and is a central part of the Transbay Project, (2) preserve OCil's authority to 
implement the disposition and development of Block 4 and Parcel F, (3) provide assurances that 
OCII will be able to fulfill the Transbay Affordable Housing Obligation, and (4) generate timely 
receipt of property tax revenues by the taxing entities~ 
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NEXT STEPS 

In late November, the Board of Supervisors will consider the transaction on behalf of the City as a 
party to the Option Agreement and also acting as the Successor Agency with regard to the 
material change to tb,e affordable housing terms on Block 4. In early December, the Oversight 
Board will consider the .transaction. The matter will then be immediately referred to the 
D~partment of Finance, w~ch will have five business days to detennine if it will review·the. 
Oversight Board action or not. . If DOF elects to review the matter, they may take up to 60 days to 

· complete their review .. The TJP A expects to close the Bridge Loan financing soon after final 
DOF approval. 

CALIFORNIA ENVIRONMENTAL QUALITY ACT 

Authorizing the Executive Director to approve the First Am.endnient to the Option Agreement is 
an administrative activity that is npt a "project" as defined by California Environmental Quality 
Act ("CEQA") Guidelines Section 15378(b)(5). This action will not independently result in a 
physical change in the environment ·and is not subject to environm,ental.review under CEQA: 

(Origjnatedby Courtney Pash, Acting Project-Manager) · 

Attachment 1: Map 
Attachment 2: First Amendment to the Option Agreement 
Attachment 3: Subordination of Optfon Agreement for Parcel F 
Attachment 4: Subordination of Option Agreement for Parcel 0 
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COMMISSION ON COMMUNITY INVESTMENT AND INFRASTRUCTURE 

RESOLUTION NO. ·91-2014 
Adopted November 4~ 2014 

. CONDITIONAL~Y A~TlIOR:fZING.TiIE EXECUTIVE DIRECTOR TO: 
EXECUTE A FIRST AMENDMENT TO THE .TRANSBAY OPTION 

AGREEMENT FOR TIIE PURCHASE AND SALE OF~AL PROPERTY.AND 
SUBORDINATIONAGRE~MENTS, AND TO TAKE ·RELATED ACTIONS TO 
FACILITATE A LOAN AGREEMENT BETWEEN THE TRANSBAY JOINT' 

POWERS AuTnorutv A.ND ·GoLnMAN sAcH$ BANK usA.: THATFUNDs THE · 
· TRANSBAY TERMINAL CQNSTJ,l.UCTION, SUBJECT TO THE APPROVAL OF 

TH;E BOA!ID OF· SUPERVISORS OF THE CITY AND COUNTY OF SAN. · 
FRANCISCO, THE OVERSIGHT BOARD OF TIU,l: CITY AND COUNTY OF SAN 

FRANCiSCO AND··'.I'lIE CALIFORNlA DEPA;RTMENT .OF FINANCE;. . 

·WHEREAS, 

WBEREAS, 

WHEREAS, 

.. TRANSBAY REDEVELOPMENT PROJECT AREA 

The City, .·1'J1>.A, ~d the former Redevelopment A,genpy of the City· and 
County of San Francisco (''Former Agell(~y'), the.Agency's predecessor·in. 
interest, entered into the Option Agreement for the Purchase and Sale of 
Real Property·.("Q.ption Agreement") ·dat~d as ofJatiuary 31, 2o'08. The 
Option Agreeme:µt implemented the Fonner AgeJl.cy;s·ohligations under 
various agree:tn.~rits and state law related to the d~yelopment and funding of 
the Tr~sbayTerm~al Project, public infrastructrire and affordable housing; 
it also granted tQ.e Fonner Agency the option to. take title to certain currently 
or.formerly Sta~e.,.owned parcels (the "Agency Traris.fe.r Parcels"), 1subject 
to certain HmitatiOns; and, · 

Under AssemblyBill No .. 812 (Chapter 99·, St~tutesbf2003, codified at \ 
California Public Resources Code S~ction 5027.1) ("All 812"), any 
redevelopm~ritplan adopted to finance, in whol.e:od.ri·part, the demolition 
of the Transbay Terminal building and the coristniction of a new tenninal, 
including its .associated vehicle ramps, shall en~Ul'e t:P,at at least 25 percent of 
all dwelling units developed within the project area shi:J,11 be available at 
affordable housitig cost to, and occupied by, persons and families whose ·. 
incomes do not exceed 60 percent of the aiea median income, and that at 
least an additional 10 percent of all dwelling units developed within the 
project area shall be available at affordable housing cost.to, and occupied by, 
persons and families whose incomes do not exceed 120 percent of the area 
median income (the "Transbay·Mfordable Housing Obligation"); and, 

The City approved, by Ordinance No. 124-05 and Ordinance No. 99-06, the 
Redevelopment Plan (the "Redevelopment Plan") for the Transbay 
Redevelopment Project (the "Redevelopment Project"). The 
Redevelopment Plan provides for the redevelopment, rehabilitation, and 
revitalization of the area generally bounded by Mission, Main, Second, and · 
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Folsom:Streets i~ downtown San Fr~cisco, .and containing approximately· 
forty ( 40) acres of land (the "Project Are~t). The Redevelopment Plan also 
provi\].es-. .for the financing of the Transbay Terininal Project and·thus 
triggered the Transbay Affordable Housjng Obligation, which is· explicitly 
incorpof~ted·into Section 4.9.2 of the Re4evelopment Plan and mto· binding . 
agreements;· and, ,. .... 

.-.:. WHEREAS, · To implenient the Tra~~Bay Affordable Housing Obligation ~d:oth~; · 
.. objectives for the Project'.Area, the Redevelopment Plan provides, a,Jf1ong 

othedhihgs,.that "[s]ubject to the tems :of owner participation·-agreemetits; 
[with the Agency], owners· shall be required to provid¥ for infras:tru,cttrre, 

. affordable P,.6usiiJ,jpµid opep space in conjunction with the· developitient of 
im,provem1:mts ill.the Project Area" (Section 4.2.5); "all real propertj ·$old;: 
leaseq.ot.conveyed qythe Agency, as w~il·a~ all property subj~ct. t_o qwri¢i ... -.· . · 
participatiqn·:agre~ments~ is subje~t to the.provisions of [the Redevelbpme~t 
Plan]".:(~·~ction 4:7.3); and "[l]eases; deed~; contracts; agreeme.nts an.d. · . ; . · 
declarations of-restrictions of the Agency :may·contain restrictions,·. 
covenants, tov\'.')nauts ninning with the land~ rights .of reverter,. condit~ons .. : 
subsequ¢iit~ .~qµjta,b1e. servitudes or any other provision neces~ary to· carr)r' :. : · · 
out [th~·R:eq.evelopment Plan]" (Section.4.-Z.3).. The Agency recorded the"··:.: 
Transbay Re~eve~op1,llent Project Area Declm-~tion of Restrictions, which· · 
incorpo~ates· 8uch.p:iatters, against all ptop.erty in the Project Area (the 
''Decl¥ati0n;:of:Restrictiop.s"); and, · 

· .WHEREAS, App~oxim~telyteii-Cl 0)-acres ofland in Zone One of the Project Area wer~ " ' : 
publicly owned l!Uld, including the fqrmer T.ransbay Terminal building and 
its bus· ac9es.s ramp.~'(the "State-Owned Paree.ls") .. The former Trru:isbay ·: · ·. 
Terminal building and ramps were· in a blighted physical condition. Because·.·. 
these structtµ:es, oc,cU:p1ed several acres of land centrally located in the ' 
Project Area, they'.had a primary impact on physical and economic blighting·: 
conditions,.in th~ P~oject ~ea. The Sti:ite,., acting by and through its · · 
Departm¢p.t of T,rap.Sportation ("Caltrans;,), the Cify, and the TJP A entered 
into that c~rtain'.C0.6perative Agreement, dat~d as ofJuly 11, 2003.(tpe: 
"Coop~rativ~ Agr~ement"), pursuant to which the State has orwill transfer . 
the State-Owned -Pa;rcels to the City and the TJP A. subject to certain terms· .. : 
and conditions, including the use of the State.,.Owned Parcels for the . 
construction., otto fun,d the construction, of ¢.e Tl'.ansbay Terminal Proje<;t · 
(as defined in the <:;ooperative Agr~ement); and, · 

· WHEREAS, Pursuant.to the 'cc?·operative Agreeme~t, the State· has a Power of .. 
TerminatioiJ: with respect to any State-Owned Parcel transferred to the TJP A 
or to the City (the."Power ofTemination") that permits the State to re-talrn 
title to such State-Owned Parcel under certain tems and conditions 

· specified.in the Cooperative Agreement. The Cooperative Agreement 
obligat~s'the State to.release such Power of Termination o:vet.a:State-Owned 
Parcel, how~ver, if it is sold to a tµird party and the Gross Sales Proceeds (as 
defined·m the Cooperative Agreement) from such sale are qepositec;l in the 
Trust Account (as defined in the Cooperapve Agreement) and used to pay, 

\ 
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·: ... 

WHEREAS, 

WHEREAS, 

WHEREAS, 

the Capital Costs (as defined in the Cooperative Agreement) as required 
under.the Cooperative Agreement; and, 

. . 

Consistent with :fil,id in furtherance of the Cooperatfve Agreement, the ·" . 
RedevelOprnent Plan, and the Redevelopment Project, the City, TJP A, .and 
the Fornl.er Agency entered into that. certain Trarisbay.Redevelopment · · 
Project Tax Incremen(J.\Jlocation ·an4 Sales Pmceeds Pledge Agreement 
(the "Pledge· AgteementifJ,, dated as --of J antiary 31, 2008, pursuant t() which· 

· the parties provided for the irrevocable pledge of Net .Tax h)crement, a& " _. · 
def4ieq in:the_P,leqge· Agreement, to.TJP A for construction and design of :th.e 
Transbay.T~nnin~ :Project. Also in furtherance of the Cooperative · 
Agreement, the]~.edevek>pment Plan and Re.dev\:)lopment ·Project;. the 1'JP A ... 
and the ioli::iier Agep.cy entered into that certain .Trans bay Redevelopinerit · 
Proj eet Impleli;leritatio;n Agreement; '<:4tted· as _Of J anuacy. 20, 2005 (the · ..... 
''hnpleinentatioii Agreement"), which requires, ajnong· other things; the '·: .- .. · 
F01mer.Age_noy tp prepare and sell the Agency Transfer Parcels to third'-:·-..· ·. 
parties, deposit:t}ie ·Gross Sales Proceeds in the T:rust Account, to help pay : 
for the cost .of.constructing the Transbl;ly Terminal Project, and execute· all 
activities-.relate.cfto the implementation of.the Redevelopment Plan, _: . : · 
includingth~·r:ra.llsbay Affordable Housing: Obligation; and, . , .. : .. 

TJP A 'de~olisll~d ·th~ .. former Trans bay Tertnina:l :~d ramps, and is . · 
constrUctiug. the::Transbay Terminal Project, which is· a pµblic benefit an;4 a 
'central part.'offhe.Redevelopment Project. the Transbay Terminal Project . ·· 
will help.to.ieYitalize the.Project Area and.stimulateprivate investment\J.y .. · 
serving a;'s a- cetiter·of transit, retail, entertainm~nt, and community fac~li;ties 
for the new 'trau~lt 9riented neighborhood. TJP A.' s demolition of the fonner . 
Transbay Teto;tfqal hu.ilding and ramps has provided additional vacant-land·.· 
for developrh~rlf:Gonsistentwith the Redevelopment Plan and · 
Redevelopn:i~n.t:~i;oject; and; · · · · 

On Febrµ~J;:i01_2;· the Form~r Agency was di~solved pursuant to 
Assemb1yJ3.jll-~p: IX; 26 (Chapter 5, Statutes of2011-12, :First 
Exttaordmary Sessio_n) ("AB 26") and the Califonria Supreme Court's. 
decision in Ca1iforpia Redevelopment Association v. Matosantos; _53 Cal. 
4th 231 (2011): OnJune 27, 2012, AB 26 was amended in part by .. 
Assembly B_ill No.· 1484 (Chapter 26, Statutes of 2011-12) ("AB 1484"). 
(AB 26 and Alf.i484 are codified in sections 33500 et_ seq. of the Califorilla 
Health and Safefy'.Code, which sections, as amended from time to time; ar.e . 
referred to as the ''Redevelopn_ient Dissolution Law."); and, 

·WHEREAS, Under Redevelopment Dissolution Law, the Agency was designated as the · 
succ~ssor agency io receive certain assets of the Former Agency, and the ·. 
Agency succeeded; by operation oflaw, to the Former Agency's rights, title 
and interest in the Option Agreement, without the necessity for any 
assignment or other action on the part of any party. on· October 2~ 2012, the 
City's Board of Supervisors adopted Ordinance 215-12 {File No. 120898) · 
aclmowiedging that the Agency is a sep·arate leg8.l entity, creating a · 
commission for the Agency (the "Commissfon") ·aa a policy body of the 
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. ; . 

'.· 

.. :; 

···.·. 
.' .. 

... 
.. . 

WHEREAS, 

. WHEREAS, 

Ag~ncy and deleg~ting to the Commission the authority to act in place of the 
former San Francisco Redevelopment Agency Con;mrission to implement · 
certain projects, but retaining authority to approve material changes in the 
affordable housing obligations of the Agency. ·As required by . 
Rec;Ievelopment Dissolution Law, .the City also established the oversight · 
board of.t4e.Agency (the·"Oversiglit Board''); and, . . 

. . : . ~-1\ . . . . 

On April :15; _2013 ,-th~ Cbifomia Departrilent of Finan~e ("DOF'') · 
detenruiled finally and conclusively that the Pledge Agreement, the 
hnp'iell1entatfon Agreement, and the Transbay Affordable Housing 
Oblig8;tiori·.are· ellforceable obltgation& under Redevelopment Dissolution 1 

• 

Law,and wilfnotbe subject to further DOF'review except to determine if.·· . ,. 
future Agei;J:cy.expen4itures are ¢onsistent with those obligations. Letter, S.- :: 
Szalay; DOF._Local Gov~rmnent Co:Psultant; to T. Bohee, Agency Executive · 
Di:fectot .(.A.pril 1.5, 2012.[ sic])· (the ·'."fransbay Final and Conclusive . · · · 
Enforce~pie Obligatio:q.s''); and, . . · . · , . . . · 

Califobna·.Hea:lth. and, SafetY Code s·~ctiort .3_41.?Tprovides that the Agency, .. ·: ... 
as_asuccessor agency, is required to.(1).pe!form obligations required· . 
pursu~i.to: any enforceable obligation,_ -an~ {2) .continue to oversee . 
dev~loprn,enf_ of properties until the· .6orttracted work has been completed; . 
and,~-".-..::._":· · · · · . ' ...... · · -. '. · · . . · · 

... \ .. 

. . : 

WHEREAS, The Opti.oli·'Agreenient is an "enforceable:_obiigation" under Redevelopment' " ._· 
Dissoltiti!Zlti .t~w because it. is a legally binding coptiact that existed prior to '. · 
June'28, 20i:f, the.daJe on which AB 26 h~came'.effective. Under the · " . 
Option :Agre¢nient, Section 2.1, the Agen6y holds an exclusive-and . . . . 
irrevocable :optfon to purchase (the "Optio:µ';) ·the Agency Transfer ParcelS, 
includfug~:;allio.ng others, Parcel F (Bfock"372l, Lot 015A), and Parcel 0 · .. · · 
(portip_n:pf.Elock 3739,_ Lot 008), Parcel o;: (portion of Block '3739, Lot . . . 
008), anfParcel O" (portion of Block 3739, Lot 008) (together the northern . . . 
about omHhfrd of Parcels- 0, O' and O" arid generally depicted on Exhibit 4 : "_-_·: ...­
to the Redevelopment Plan are referred to:·a.s '~Redevelopment Block 4"), in · · · ·· · 

· San Francisco;' CA, on ·the terms and c.ondith;)!is of-the Option Agreement. 
One· of.the ccit;iditlons of the Option Agree:\]leht prohibits the Agency from 
selling ru:i ,Agei:icy Transfer Parcel to a tl:.ib;d party unless the sales price is 
equal ~o .or greater than the Baseline Valu~tion, as cle:fined in the Option 
Agreemet).t, for that Agency Transfer :Parcet Baseline Valuation is the · 
minimum ·price that Agency can accept for. the sale of_ an Agency Transfer 
Parcel and_i.s.determined by an appraisal that includes consideration of 
Redevefopment Plan development restrictions, environmental 
contamination,' legally required affordable hol!Bing; and other conditions 
which.reasonably affect the fair market value. Under the current projections· 
of housing ·units that will be built ill the Project Area, assuming 
Redevelopment Block 4's projected capacity of 550 units, up to 45 percent 
of the units on Redevelopment Block 4 (or 248 un.its), wiil need to be · 
affordable units to comply with the Transbay Affordable Housing 
Obligation, and the affordable units for any res.idential project located within: 
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·• ! 

; .. 

-. 

Parcel F wiil be subject to the ·affordable housing requiremep_ts speCified in 
the Planning Code; and, · 

. WHEREAS, · The.planned uses of Parcel F .and Redeyelopment Block 4 by third parties 
must comply with.the Developmeri.t'Controls and Design Guidelines for the 
Transbay Redevelopment ProJect set-forth in. the Redevelopment Plan.(the. 
''Development Contro1s'.{J, whicP, gov~m:·:private projects in Zone One and 
require, among other thirl:gs~ the p~celization and assembly of liµid. into- -. 

. blocks and lots that are sultable fot; development. Under the Redevelopriient 
· Proj ed; the- Agency plans to aggteg~~e .and .prepare Parcel F for disposition .. 

· an4' develOpment as primarily·office>us.e, :and·aggregate and· prepare· . 
·Redevelopment Block 4 for dispo~iti:<:m'and development as residential use, . 
but'the$e planned uses are subject.to' c]:iat;tge; .and,.. .. 

WllEREAS, Under th~ qption Agreement, S~ctioti.(i(~), the Agency ~~y first ex~r~ls~ 
th~ .Option _6.ti'ly after certain conditi.oµs: have been. satisfied, including~ . .. .. . 
rela!ive to .. Parcel F and Redevelopm¢nt.'Block 4, only after such parcels are . 
not being _us:ed by TJP A for actuil;l:cqi1strtiction or demolition of niinps.#d .. 
. sitirig of the temporary terminal fa¢.lljty~- wPi~h are part of the Transb~Y- . ·" 
Te~ar l'toject . !JP A 1s cwtentiy·u~~iig·Parcel F for actual construction::· 
of the new bus ramps and train box;· d.ri.d.:.Parc.els:O, O', and O" for th~ _. : ._ 
temp·orary.tem1ihal facility. TJP A ctif:r~P,tly ~xpects its use of Parcel· F arid.-._.,. 
Parc~ls::b; O;, ·and O" for these pmpo$.~S wiU·epd in late 2016 and late 20:t7, 
respectively" although the scheduie ·i~ :s1lbjedt to change. Thus,_ TJP A ·ru?.d ·. 
the Agency do not expect that the Qongitions precedent to the Agency's · · · 
ability to_ exerCise its rights under the ·Qpt~on Agreement for Parcel For: · 
Red~velopriiet;tt Block 4 will be satisfre:d·untillate 2016 and late 2017. The -. 

· Agencf ·s ability to complete ·its w<;>.rk.Uti.der-the Redevelopment Project "·-:· . : · 
-. relative:to Parcel F and Redevelopme~t_:Blo.ck; 4 _an:d wind down its affairs· ·: . 
. under the Reqevelopmel;lt Proj ecnire :f~c1litateci by TJP A's timely · · 
'completi.011:. of co~struction of Phase. J b( the Transbay Terminal Project. ·, : · 
.The 'property tax revenues that are e:1i;pect~d--to .flow to the taxing entities . . . 
upon completion of development of J;>it¢eUi ari4 Redevelopment" Block 4, ·. :, 
as well as the.other Agency Transfer f.arcels,--will be facilitated byTIPl\-'s .-.. " 

. timely completion of construction ofth~·Tr~sbay Terminal Project; M.d; .. : 

\\'.ffEREAS, In January ~oio, TJP A entered into a $:I 7Lo·"mll.lion loan under the . . 
Transportatipn ln.frastructure Finance and Irinovation A~t (the "TIFIA . 

· Loan"} to f;iind a portion of the Transbay Terminal Project costs. As of the· 
effective date of this First Amendme;nt, TJPA has not yet satisfied all of.the 
disbursement condltions under the TIFJA Loan.· As a result, TJPA ca:pnot · 
currently requisition proceeds urider .tJie TIBIA Loan. JJP A expects to 
satisfy:all of the disbursement conditions and draw ·on the TIFIA Loan in · 
late 2015, although the schedule is subj_ect to change; and, 

WHEREAS, To obtain interim cash flow funding.:Q.ecessary to certify construction 
contracts and make construction disbursem~nts for the Transbay Termina.I 
Project, pending TJP A's satisfaction of the remaining disbursement 
conditions Under the TIFIA Loan, TJP A intends to close a bridge loan in the 
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amount of $171.0 million (the ''Bridge Loan'~) arranged by Goldman Sachs 
Bank USA ("Goldman'-') pursuant to that certam Credit Agreement, among 
TJP A, as borrower, the lenders party thereto. (the ''Lenders'')~· and Goldman, 
_as administrative agent and collateral .agent for the Lenders "(as amended, 
restated, supplemented, extended or·oth~rwise modified from time to time. 
and as refinanced, refunded or replac~d·from time. to .time, the "Credit 
Agr~ement"); _and, .. · ·;;{i . 

'·· 

WEIBREAS, As a coU:dj~ion to funding ·the Bridge Lo~ .under the Credit Agreement, the 
Lenders.require, among other.things, the.following to occur in order to 
prot~ct and create certain ·se.cUrity-int~r.ests for the Bridge Loan: (1) Caltrans. . 
shaJl-relinqtiish its Power of.Terminali@ri:·VVith respect to Patc.el F and 

· ·Redevelopment Block .4, arid any·.interest. Caltrans has in the ·Gross .Sales. 

. WHEREAS, 

WHEREAS, 

Proa~eds of such parcels (includjng anyj.reqµii;ement that such Gross .Sal.es 
Pro¢eeds.be deposited in the.~rust AecQllli~) an.d,.~y gross lefl.S~·r~venues . 

· g~n:erated :from any portion ofsuoh :r>::ttc,els; in·exchange fcii.a_p.ortion of the· . 
. proceeds.of the Bridge Loan b.eing'deposit¢d. ill the Trust Ai69untatthe . 
closing of the'Bridge Loan (tiie "Ci;1.ltra.Us Release~'), (2) TJP A shall eX.ecute . 
~{ dee4 ·of trust, assigllm.ent of leases ~d:x~~~s .and sectiritY agreement:· 
~reatiiig a first pnorlty pledge of;· secUri,ty futerest J.n and lien .. on ~ll b~" 
TJPA?s.righ,t, title and interest in and·io.:r,arC,el'f,. as well as, among o_thet 
things, the cash proc'eeds from th~ s.aJ¢; :l,e~·~ ·or other disposition, of Parcef 
F, subject to TJPA' s reservatj.on for. c~rtafu: .. #$1 box components ori Parcei .. 
F (tij.~· •-1.Deeci of Trust"), (3) TJP A sh~µfexeQ'1.te a recordable negative 
~ovt1n~i on Parcels 0, O', and O", pro:hibttiilg TJP A from selling or . 
encu¢bering Redevelopment Block 4 b~fore·th,e Bridge J;.,oan is repaid in 
full,· uniess TJP A deposits a specifiecl"amo'u,nt into a"'lockbo~" accourit (the . · 
"Lockbox Account") as collateral for ihe;aridge· Loan (the."Negative. 
P.ledge"); and ( 4) TJP A and the .Agenp:y,' shall ·subordinate the Optiop... . 
Agreement and the Agency's intere$t.ih 'the ·Option relative to··Parce1 .~to the · 
Deed.ofTrust, and the Option.Agreertien~\-~d.the Agency's interest-in the - ·. 
Optiotirelative to Parcels 0, O', anci:O'·''to:th~,Negative Pledge (the 
"Sub6rdinations")· and .:;.· . .:. .:'. ··.· · . · · · · 

• · .. • • ' ) '• : I·.:· ' ' • 
...... 

. ·. :· :. 

The ~redit Agreement establishes ·the Lien, Release Price f9r Parcel F and· 
RedevelOpment Block 4. TJP A and the· Agency have determined that the · · 
Lien Release Price is reasonably achievabie; .after taldng into consideration 
the Redevelopment Plan development restrictions, environmental · 
contamination, legally required afforda,ble-housing, and other conditions 
which reasonably affect the fair market."value; ·tlieLien Release Price is not 
subject to change; and, 

Nothing in the Credit Agreement, the Deed of Trust, the Negative Pledge, 
and the Subordinations prevents the Agency.from fulfilling its obligations 
linder the Transbay Final and Conclusive-Enforceable Obligations with 

· respect to Parcel F, Redevelopment Block 4, or any oth_er portion of Parcels 
0, O', arid O"; and, 
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·. 

WHEREAS, The Bridge Loan has a four year tenn and may be· prepaid by TJP A:. without 
penalty. or premium after the first a:Ilniversary qf the closing .of the Bridge 
Loan. TJP A expects to satisfy the conditions precedent under the TIFIA. 
Loan,. draw on the TIFIA Loan, and prepay in full the Bridge Loan in late 
2015, although the schedule is ·imbj~ct.to. change. ·Pursuant .to. the· Credit 
Agi-een;i.ent and the Subordinations, the Deed of Trust and.the Negative.· 
Pledgywifl each be rele~~ed wh~n TJP .A repays the Bridge Loan in.fuli . 

. 'J;'hus, TJPA expects that the Agency's.Bubordinations wowd 1?~. released.in 
late 2015, ·one to two years before the Agency would otherwise be digible to 
exercise its ·Option to acquire Parcel F or Redevelopment Biopk 4, although 
tl,ie.:sche,du~e is subject to chang~;· arid;:. . · · · . · · ·. . · .. 

WHEREAS, .in ;the,~veiit that the Agency is eligibiy to exercise its Opticm to. acqttlre . 
. · . · ParcelF or Redevelopment Blo.~k 4·b~fore. the. TJP A repays the Bridge .Loan 

i:Q..:full~.the Credit Agreement; ·the TI>e.ed:ofTru$t, the N~gative Pl~dge~ and: . 
·the. Subordlnations expressly' a,qk;nowledge the requi;rement for.th~ A.g~ncy 

: fo. fulfill the Transbay Affordable»H01.tsfug Obligation and authorize the· · 
· Ag¢1icy:to exercise the Option·relativeJo Parcel F or Redevelop:i;n,~nlBlo.ck · 
·4,';i.s .tn;e· case may be, in accord.ance"with the Qption Agreement, .. iitid..regt;rire 

.' th~'.tele~se.ofthe Deed ofTrust.ofthe·:N~gative Pledge, as ~ppi:l.cable~·. · · 
·: P,i~V14e&tha:t (1) TJP A is not in defa~h under the Credit Agreein:ent or the 
~th~r J3ii<lg~ Loan documents, .(2}the'0ross Sales Proceeds froin th~· ·: : · 
A,g~ncy~'s s~e of Parcel F or Redevefopmen:t 1,3lock 4, as the ca$e rruw.be, to 
·~.~~~ patt)r·.ate equal to or great~r·fu,!m.the Lien Release Price, {3):~ose 
.G.rc:>ss Sales ·Proceeds are deposit~iiJnfo the Lockbox Account in an ainotint 

·· that; at .a minimum, repays the Bri4ge:Loan fu full, and ( 4) certain other · · 
c()nditlo~irset forth in the Subordinations are satisfied; and, · :· ' 

·- ~· . . 

WHEREAS, · Ifi·:the .eY.e~~ of a foreclosure sale ~r ~ ·~~i~ p1Jfsu~t to any power of.s·al~. · . 
cqntafu.ed' ii} or under any mortgage,;''4.eed ·of trust, .or other encumbrruice . 
up.(jjn all or any portion of Parcei F .6r·Redevelopment Block 4, the purchaser 
<;>r.p4*C.hasers and their successors afl.d.:assigris, and the property, ·sliall 

. con.trn,Jie.~to.be subject to all of the· corl9itions, restrictions and cove:p,ants . 
prbvided in the Trans bay Final and. Cori9.lusive Enforceable Obligi:itioris and 
Declaration of Restrictions, and th.eAgencyretainsthe obligation and'. : 
~l,i.thority to .. determine the infrastnicfure~· affordable housmg, and open space 
requi,r~µi~rits .that apply to any c1eveloprp.ent on all or any portion of P~cel F 
or Redevel6pment Block 4. Pursuant ~o. the Credit Agree:qient, the Peed ·of 
'.ftµst;the Negative Pledge, and. the Su~ordinations, the Lenders· expressly 
acknowledge that the tenns.apd·c.onditions of the Tr~sbay Final and· · 
ConclUsive Enforceable Obligations; including the Transbay Affordable · 
Housing Obligation, apply to an~f pass with Parcel F and Redevelopment 
Block. 4, and apply to and bind the successors in interest of any·owner of all 
or any portion of Parcel F and Redevelopment Block 4; and that Parcel ·p 
and Redevelopment Block 4 shall be held; transferred, sold and conveyed, 
subject to the conditions, restrictions; reservations and covenants set forth in 
the Transbay Final and Conclusive Enforceable Obligations and Declaration 
of Restrictions; and, 
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WHEREAS, In order to (1) pennit TJPA to offer the.Deed of Trust for Parcel F. and the 
Neg.ative Pledge for Parcels 0, O', ·and.01' as security for the· Bridge Loan,. 
and.(2)authorize TJPA ap.d the Agency to subordinate.to theDee4 of Trust 
and"the Negative Pledge the Optiori Agreement and the Age;noy's rights and 
prtvil~ges. under the Option relative to Parcel F and Parcels o~:o• ;. ~d-O", 
all for the purpose of facilitating tiniely completion of constructiop. ·of Phase 
1 «:>.ft:h,e Transbay_Terrh1~~1 Project,_.and the.significant pub}fo:·~U: tax ·. · 
be~~fits that derive ~herefrom: _undet the -Redevelopment Proj.e:Ct; th~f City, 
1JPA,-:and the Agency wishto·entei int~.this·Fi:tst Amendnieiit;· .and~. · . 

WHEREAS, Thj~,_F~~tAine~dment is in the.hesfinte;(:}s~s of the trod~g ~ntlti~~>~~l~dmg 
.·th¢·.¢1ty:·and T.Ji> A. This F.irst Amertdriient will: (l)Jacilitate.:tnnely · 

. · · ·cd#J.p)etiori of construction-of Phas~ .f of the Transbay TenD,~~·;Br6ject, · 
-whiolfis. a:public benefit,: will help to i:e:vi_talize the Projecf Area:iti4· · _::- · . 

: . · st1iriti.i-~t~ Private investment,_ and is a·c~ntral part of the Rede¥'e10p1jjerii-. ·. 
. Prpje,~t{(~} facilitate the Agency' S· tiJ;nely implementation oft4e:.ili~p_osition 

· · ahd .ctC?V.elopment. of Redevelopment Blc)ck. 4 and Parcel F un4e.t.:flie:,.: 
.' R(:}dey~lOprilent Project, ·(3).facilitat~--the.Agency's fulfllhneiifof,th,;e::. . 

. . · ... -Tu,ans:Oay. Affordable Housing-Oblfghtio~, and (4) generate tinj.¢cyf.e~eip't of. · 
· .. pr~p~tfy:tax revenues by the taxiiig-._eritities. ·. This First Ameildi.Ji6#.twill · 
· sigwj;:C._~tly aid the winding d~:rwn·ofthe·affaiis of the Age~cy;' ~~~',. . · 

WHEREAS,: . A~tli6J~~g the First Ain~n~ent t~ the Option Agreemeht~"SEhJ~fil~~tlo~. 
· · · · Agte_eijlents for the Options with re~pect to Parcel F and Parcels-.._Q}'; O', arid 

.. d~.· ,'·,~d .6t]ier actions related fo the .Bri4ge Loan is an administ#five activify 
·fu;~t i~.-.~pf a "proj.ect" as defined. by the. Califoll,lia EnviromileD,t~fQttality ·. 
Aet (~,'G.EQA") Guidelines Section 1.5378 (b) (5) because itwtiI;iiqf:resi.ilt":ih 
cliteC.t!(>r.indirect physical chruiges in the-environment. Now,":therefQre;.be it 

RESOLVED, T.~at~this~·C.ommission hereby c~~dtti~nally authorizes the Ex~:~irii~e· .· : · · · 
· Dfrect6r tO execute a First Ame.nd~¢nt.to·the Transbay Opti6n'Agre~m~rit · 

. and $#.b<j:t;dination Agreements for ~he.Options with respect to.:J>*d'ei P:~<;l. 
Jlatpd~::O~ O', and O' ', substantially in.the fonn of the document~· . ·: ·; · 
ac6.oriipaiiying this Resolution,. and fo ~al<:e related actions to facilit~1:t~.a-loan 
agreemen,t"between the Transbay Joint-Powers Authority and Goimnan. :. ·. 
Saths· BaPk USA that funds construction of the Trans bay Terfu.inai-~rojeQt, 
sJ.ibjec.tfo the approval Of the Board ofSup·ervisors of the City.~c,fCpfil1fy · 
ofSmrFrancisco, the Oversight Boru,-4 6fthe City and C01inty:·_of S_fil:i,· . · . 
. Fr~cisco and the Califoniia Department of Finance. . < .. ;< .. 

I hereby certify th~ttlie:.:foregoing resolution was adopted by the Commission at its)?Jeeting 
of November 4, 2of4. . · · · · · . · . · 



Attachment 2 
OCII DRAFT 10-31-14 

FIRST AMENDMENT TO OPTION AGREEMENT 
FORTHEPURCRASEANDSALEOFREALPROPERTY 

This FIRST AMENDMENT TO OPTION AGREEMENT FOR THE PURCHASE AND 
SALE OF REAL PROPERTY (this "First Amendment''), dated as of , 2014, is 
entered into by and between CITY AND COUNTY OF SAN FRANCISCO, a municipal 
corporation (the "City"), TRANSBA Y JOINT POWERS AUTHORITY, a joint powers agency 
created under California Government Code Sections 6500 et seq. (the "TJPA"), and_ 
SUCCESSOR AGENCY TO THE REDEVELOPMENT AGENCY OF CITY AND COUNTY 
OF SAN FRANCISCO, a public body corporate and politic (the "Agency"), with reference to 
the following facts and circumstances: 

RECITALS 

A. .The City, TJP A, and the former Redevelopment Agency of the City and County 
of San Francisco ("Former Agency"), the Agency's predecessor in interest, entered into the 
Option Agreement for the Purchase and Sale of Real Property ("Option Agreement") dated as 
of January 31, 2008. The Option Agreement implemented the Former Agency's obligations 
under various agreements and state law related to the development and funding of the Transbay 
Terminal Project, public infrastructure and affordable housing; it also granted the Former 
Agency the option to take title to certain currently or formerly State-owned parcels (the "Agency 
Transfer Parcels"), subject to certain limitations. 

B. Under Assembly Bill No. 812 (Chapter 99, Statutes of 2003, codified at 
California Public Resources Code Section 5027.1) ("AB 812"), any redevelopment plan adopted 
to finance, in whole or in part, the demolition of the Transbay Terminal building and the 
construction of a new terminal, including its associated vehicle ramps, shall ensure that at least 
25 percent of all dwelling units developed within the project area shall be available at affordable 
housing cost to, and occupied by, persons and families whose incomes do not exceed 60 percent 
of the area median income, and that at least an additional 10 percent of all dwelling units 
developed within the project area shall be available at affordable housing cost to, and occupied 
by, persons and families whose incomes do not exceed 120 percent of the area median income 
(the "Transbay Affordable Housing Obligation"). 

C. The· City approved, by Ordinance No. 124-05 and Ordinance No. 99-06, the 
Redevelopment Plan for tI:ie Transbay Redevelopment Project (the "Redevelopment Plan") for 
the Transbay Redevelopment Project (the "Redevelopment Project"). The Redevelopment Plan 
provides for the redevelopment, rehabilitation, and revitalization of the area generally bounded 
by Mission, Main, Second, and Folsom Streets in downtown San Francisco, and containing. 
approximately forty (40) acres ofland (the "Project Area"). The Redevelopment Plan also 
provides for the financing of the Transbay Terminal Project and thus triggered the Transbay 
Affordable Housing Obligation, which is explicitly incorporated into Section 4.9.2 of the 
Redevelopment Plan and into binding agreements. 

D. The Redevelopment Plan established, under California Health and Safety Code 
Section 33333, the land use controls for the Project Area, required development to conform to 
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those land use controls, and divided the Project Area into two land use zones: Zone One and 
Zone Two. The Redevelopment Plan required the Former Agency to exercise land use authority 
in Zone One and authorized it to delegate to the San Francisco Planning Department (the 
"Planning Department") the land use controls of the San Francisco Planning Code (the 
"Planning Code"), as amended from time to time, in Zone Two. 

E. To implement the Transbay Affordable Housing Obligation and other objectives 
for the Project Area, the Redevelopment Plan provides, among other things, that "[ s ]ubject to the 
terms of owner participation agreements [with the Agency], owners shall be required to provide 
for infrastructure, affordably housing and open space in conjunction with the development of 
improvements in the Project Area" (Section 4.2.5); "all real property sold, leased or conveyed by 
the Agency, as well as all property subject to. owner participation agreements, is subject to the 
provisions of [the Redevelopment Plan]" (Section 4.7.3); and "[l]eases, deeds, contracts, · 
agreements and declarations of restrictions of the Agency may contain restrictions, covenants, 
covenants running with the land, rights of reverter, conditions subsequent, equitable servitudes or 
any other provision necessary to carry out [the Redevelopment Plan]" (Section 4. 7.3). The 
Agency recorded the Trans bay Redevelopment Project Area Declaration of Restrictions, which 
incorporates such matters, against all property in the Project Area (the "Declaration of 
Restrictions") . 

. F. Approximately ten (10) acres of land in Zone One of the Project Area were 
publicly owned land, including the former Transbay Terminal building and its bus access ramps 
(the "State-Owned Parcels"). The former Transbay Terminal building and ramps were in a 
blighted physical condition. Because these structures occupied several acres of land centrally 
located in the Project Area, they had a primacy impact on physical and economic blighting · 
conditions in the Project Area. The State, acting by and through its Department of 
Transportation ("Caltrans"), the City, and the TJP A entered into that certain Cooperative 
Agreement,. dated as of July 11, 2003 (the "Cooperative Agreement"), pursuant to which the 
State has or will transfer the State-Owned Parcels to the City and the TJP A subject to certain 
terms and conditions, including the use of the State-Owned P·arcels for the construction, or tO 
fund the construction, of the Transbay Terminal Project (as defined in the Cooperative 
Agreement). 

G. Pursuant to the Cooperative Agreement, the State has a Power of Termination 
with respect to any State-Owned Parcel transferred to the TJP A or to the City (the "Power of 
Termination") that permits the State to re-take title to such State-Owned Parcel under certain . 
terms and conditions specified in the Cooperative Agreement. The Cooperative Agreement 
obligates the State to release such Power of Termination over a State-Owned Parcel, however, if 
it is sold to a third party and the Gross Sales Proceeds (as defined iri the Cooperative Agreement) 
from such sale are deposited in the Trust Account (as defined in the Cooperative Agreement) and 
used to pay the Capital Costs (as defined in the Cooperative Agreement) as required under the 
Cooperative Agreement. 

H. Consistent with and in·furtherance of the Cooperative Agreement, the 
Redevelopment Plan, and the Redevelopment Project, the City, TJP A, and the Former Agency 
entered into that certain Transbay Redevelopment Project Tax Increment Allocation and Sales 
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Proceeds Pledge Agreement (the "Pledge Agreement"), dated as of January 31, 2008, pursuant 
. to which the parties provided for the irrevocable pledge of Net Tax Increment, as defined in the 

Pledge Agreement, to TJPA for construction and design of the Transbay Terminal Project. Also 
in furtherance of the Cooperative Agreement, the RedeveIOpment Plan and Redevelopment 
Project, the TJP A and the Former Agency entered into that certain Transbay Redevelopment 
Project Implementation Agreement, dated as of January 20, 2005 (the "Implementation 
Agreement"), which requires, among other things, the Former Agency to prepare and sell the 
Agency Transfer Parcels to third parties, deposit the Gross Sales Proceeds in the Trust Account~ 
to help pay for the cost of constructing the Transbay Terminal Project, and execute all activities 
related to the implementation of the Redevelopment Plan, including the Trans bay Affordable 
Housing Obligation. 

I. TJP A demolished the former Transbay Terminal and ramps, and is constructing 
the Transbay Terminal Project, which is a public benefit and a central part of the Redevelopment 
Project. The Transbay Terminal Project will help to revitalize the Project Area and stimulate 
private investment by serving as a center of transit, retail, entertainment, and community 
facilities for the new transit oriented neighborhood. TJP A's demolition of the former Transbay 
Terminal building and ramps has provided additional vacant land for development consistent 
with the Redevelopment Plan and Redevelopment Project. 

J. On February 1, 2012, the Former Agency was dissolved pursuant to Assembly 
Bill No. IX 26 (Chapter 5, Statutes of2011-12, First Extraordinary Session) ("AB 26") and the 
California Supreme Court's decision in California Redevelopment Association v. Matosantos, 53 
Cal. 4th 231 (2011). On June 27, 2012, AB 26 was amended in part by Assembly Bill No. 1484 
(Chapter26, Statutes of2011-12) ("AB 1484"). (AB 26 and AB 1484 are codified in sections 
33500 et seq. of the California Health ·and Safety Code, which sections, as amend.ed from time to 
time, are referred to as· the "Redevelopment Dissolution Law.") 

K. Under Redevelopment Dissolution Law, the Agency was designated as the 
successor agency to receive the non-affordable housing assets of the Former Agency, and the 
Agency succeeded, by operation of law, to the Former Agency's rights, title and interest in the 
Option Agreement, without the necessity for any assignment or other action on the part of any 

·party. On October 2, 2012, the City's Board of Supervisors adopted Ordinance 215-12 (File No. 
120898) acknowledging that the Agency is a separate legal entity, creating a commission for the 
Agency (the "Commission") as a policy body of the Agency and delegating to the Commission 
the authority to act in place of the former San Francisco Redevelopment Agency Commission to 
implement certain projects, but retaining authority to approve material changes in the affordable 
housing obligations of the Agency. As required l;Jy Redevelopment Disso.Iution Law, the City 
also established the oversight board of the Agency (the "Oversight Board"). 

L. On April 15, 2013, the California Department of Finance ("DOF") determined 
finally and conclusively that the Pledge Agreement, the Implementation Agreement, and the 
Transbay Affordable Housing Obligation are enforceable obligations under Redevelopment 
Dissolution Law and will not be subject to further DOF review except to determine if future 
Agency expenditures are consistent with those obligations. Letter, S. Szalay, DOF Local 
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Government Consultant, to T. Bohee, Agency Executive Director (April 15, 2012[sic]) (the 
"Transbay Final and Conclusive Enforceable Obligations"). 

M. California Health and Safety Code Section 34177 provides that the Agency, as a 
successor agency, is required to (1) perform obligations required pursuant to any enforceable 
obligation, and (2) continue to oversee development of properties until the contracted work has 
been completed. 

N. The Option Agreement is also an enforceable obligation that existed prior to June 
28, 2011. Under the Option Agreement, Section 2.1, the Agency holds an exclusive and 
irrevocable option to purchase (the "Option") the Agency Transfer Parcels, including, among 
others, Parcel F (Block 3721, Lot 015A), and Parcel 0 (portion of Block 3739, Lot 008), Parcel 
O' (portion of Block 3739, Lot 008), and Parcel O" (portion of Block 3739, Lot 008) (together 
the northern about one-third of Parcels 0, O' and 0'' and generally depicted as "Block 4" on 
Exhibit 4 to the Redevelopment Plan are.referred to as "Redevelopment Block 4"), in San 
Francisco, CA, on the terms and conditions of the Option Agreement. One of the conditions of 
the Option Agreement prohibits the Agency from selling an Agency Transfer Parcel to a third 
party unless the sales price is equal to or greater than the Baseline Valuation, as defined in the 
Option Agreement, for that Agency Transfer Parcel. Baseline Valuation is the minimum price 
that Agency can accept for the sale of an Agency Transfer Parcel anc,l is determined by an 
appraisal that includes consideration of Redevelopment Plan development restrictions, 
environmental contamination, legally required affordable housing, and other conditions which 
reasonably' affect the fair market value. Under the current projections of housing units that will 
be built in the Project Area; assuming Redevelopment Block 4's projected capacity of 550 units, 
up to 45 percent of the units on Redevelopment Block 4 (or 248 units), will need to be affordable 
units to comply with the Tr~sbay Affordable Housing Obligation, and the affordable units for 
any residential project located within Pa:r;cel F will be subject to the affordable housing 
requirements specified in the Planning Code. · 

· 0. The planned uses of Parcel F and Redevelopment Block 4 by third parties must 
comply with the Development Controls and Design Guidelines for the Transbay Redevelopment 
Project set forth in the Redevelopment Plan (the "Development Controls"), which govern 

·private projects in Zone One and require, among other things, the parcelization and assembly of 
land into blocks anci lots that are suitable for development. Under the Redevelopment Project, 
the Agency plans to aggregate and prepare Parcel F for disposition and development as primarily 
office use,, and aggregate and prepare Redevelopment Block 4 for disposition and development 
as residential use, but these planned uses are subject to ch;.mge. 

P. Under the Option Agreement, Section 4.l(a), the Agency may first exercise the 
Option only after certain conditions have been satisfied, including, relative to Parcel F and 
Redevelopment Block 4, only after such parcels are not being used by TJP A for actual 
construction or demolition of ramps and siting of the temporary terminal facility, which are part 
of the Trans bay Terminal Project. TJP A is currently using Parcel F for actual construction of the 
new bus ramps and train box, and Parcels 0, O', and O" for the temporary terminal facility. 
TJP A currently expects its use of Parcel F ·and Parcels 0, O', and O" for these purposes will end 
in late 2016 and late 2017, respectively, although the schedule is subject to change. Thus, TJP A 
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and the Agency do not expect that the. conditions precedent to the Agency's ability to exercise its 
rights under the Option Agreement for Parcel F or Redevelopment Block 4 will be satisfied until 
late 2016 and late 2017. The Agency's ability to complete its work under the Redevelopment 
Project relative to Parcel F and Redevelopment Block 4 and wind down its affairs under the 
Redevelopment Project are facilitated by TJPA's timely completion of construction of Phase 1 of 
the Transbay Terminal Project. The property tax revenues that are expected to flow to the taxing 
entities upon completion of development of Parcel F and Redevelopment Block 4, as well as the 
other Agency Transfer Parcels, will be facilitated by TJP A's timely completion of construction 
ofthe.Transbay Terminal Project. 

Q. In January 2010, TJPA entered into a $171.0 million loan under the 
Transportation Infrastructure Finance and Innovation Act (the "TIFIA Loan") to fund a portion 
of the Trans bay Terminal Project co·sts. As of the effective date of this First Amendment, TJP A 
has not yet satisfied all of the disbursement conditions under the TIFIA Loan. As a result, TJP A 
cannot currently requisition proceeds under the TIFIA Loan. TJP A expects to satisfy all of the 
disbursement conditions and draw on the TiFIA Loan in late 2015, although the schedule is 
subject to change. 

R. To obtain interim cash flow funding necessary to certify construction contracts 
and make construction disbursements for the Transbay Terminal Project, pending TJP A's 

. satisfaction of the remaining disbursement conditions under the TIFIA Loan, TJP A intends to 
close a bridge loan in the amount of $171.0 million (the "Bridge Loan") arranged by Goldman 
Sachs Bank USA ("Goldman") pursuant to that certain Credit Agreement, to be dated as of 

------, 2014, among TJP A, as borrower, the lenders party thereto (the "Lenders"), and 
Goldman, as administrative agent and. collateral agent for the Lenders (as amended, restated, 
supplemented, extended or otherwise modified from time to time and as refinanced, refunded or 
replaced from time to time, the "Credit Agreement"). 

S. As a condition to funding the Bridge Loan under the Credit Agreement, the 
Lenders require, among other things, the following to occur in order to protect and create certain 
security interests for the Bridge Loan: (1) Caltrans shall relinquish its Power of Termination with 

· respect to Parcel F and Redevelopment Block 4, and any interest Caltrans has in the Gross Sales 
Proceeds of such parcels (including any requirement t~at such Gross Sales Proceeds be deposited 
in the Trust Account) and any gross lease revenues generated from any portion of such parcels, 
in exchange for a portion of the proceeds of the Bridge Loan being deposited in the Trust 
Account at the ciosing of the Bridge Loan (the "Caltrans Release"), (2) TJP A shall execute a 
deed of trust, assignment of leases and rents and security agreement, creating a first priority 
pledge of, security interest in and lien on all ofTJPA's right, title and interest in and to Parcel F, 
as well as, among other things, the cash proceeds from the sale, lease or other disposition of 
Parcel F, subject to TJP A's reservation. for certain train box components on Parcel F1 (the "Deed 
of Trust"), (3) TJP A shall execute a recordable negative covenant oh Parcels 0, 0', and O", 
prohibiting TJP A from selling or encumbering Redevelopment Block 4 before the Bridge Loan 
is repaid in full, unless TJP A deposits a specified amount into a "lockbox" account (the 
"Lockbox Account") as collateral for the Bridge Loan (the "Negative Pledge"); and ( 4) TJP A 

1 Subject to on-going discussion about reservation for trainbox and related infrastructure. 
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and the Agency shall subordinate the Option Agreement and the Agency's interest in the Option: 
relative to Parcel F to the Deed of Trust, and the Option Agreement and the Agency's interest in 
the Option relative to Parcels 0, O', and O" to the Negative Pledge (the "Subordinations") . 

. . The Credit Agreement establishes a minimum price (the "Lien Release Price") for each of 
Parcel F and Redevelopment Block 4 that must be achieved in order for a sale of Parcel F or 
Redevelopment Block 4 to be permitted under the Credit Agreement and the Deed of Trust (in 
the case of Parcel F) or the Negative Pledge (in the case of Redevelopment Block 4). TJP A and 
the Agency have determined that the Lien Release Price is reasonably achievable, after taking 
into consideration the Redevelopment Plan development restrictions, environmental 
contamination, legally required affordable housing, and other conditions which reasonably affect 
the fair market value; the Lien Release Price is not subject to change. Nothing in the Credit 
Agreement, the Deed of Trust, the Negative Pledge, and the Subordinations prevents the Agency 
from fulfilling its obligations under the Transbay Final and Conclusive Enforceable Obligations 
with respect to Parcel F, Redevelopment Block 4, or any other portion of Parcels 0, O', and O". 

T. The Bridge Loan has a four year term and may be prepaid by TJP A without 
penalty or premium after the first anniversary of the closing of the Bridge Loan. TJP A expects 
to satisfy the conditions precedent under the TIFIA Loan, draw on the TIFIA Loan, and prepay 
in full the Bridge Loan in late 2015, although the schedule is subject to change. Pursuant to the 
Credit Agreement and the Subordinations, the Deed of Trust and the Negative Pledge will each 
be released when TJP A repays the Bridge Loan in full. Thus, TJP A expects that the Agency's 
Subordinations would be released in late 2015, one to two years before the Agency would · 
otherwise be eligible to exerCise its Option to acquire Parcel F or Redevelopment Block 4, 
although the schedule is subject to change. 

U. In the event that the Agency is eligible to exercise its Option to acquire Parcel F 
or Redevelopment Block 4 before the TJP A repays the Bridge Loan in full, the Credit 
Agreement, the Deed of Trust, the Negative Pledge, anci the Subordinations expressly 
acknowledge the requirement for the Agency to fulfill the Transbay Affordable Housing 
Obligation and authorize the Agency to exercise the Option relative to Parcel F or 
Redevelopment Block 4, as the case may be, in accordance with the Option Agreement, and 
require the release of the Deed of Trust or the Negative Pledge, as applicable, provided that (1) 
TJP A is not in default under the Credit Agreement or the other Bridge Loan documents, (2) the 
Gross Sales Proceeds from the Agency's sale of Parcel For Redevelopment Block 4, as the case 
may be, to a third party are equal to or greater than the Lien Release Price for Parcel F or 
Redevelopment Block 4, as applicable, (3) those Gross Sales Proceeds are deposited into the 
Lockbox Account; provided, however, that ifthe collective Gross Sales Proceeds for Parcel F 
and Redevelopment Block 4 exceeds the Lien Release Price for Parcel F and Redevelopment 
Block 4, the excess amount shall be deposited in the Trust Account, and (4) certain other 
conditions set forth in the Subordinations are satisfied. · 

V. In the event of a foreclosure sale or a sale pursuant to any power of sale contained 
in or under any mortgage, deed of trust, or other enc.umbrance upon all or any portion of Parcel F 
·or Redevelopment Block 4, the purchaser or purchasers and their successors and assigns, and the 
property, shall continue to be subject to all of the conditions, restrictions and covenants provided 
in the Trans bay Final and Conclusive Enforceable Obligations and Declaration of Restrictions, 
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and the Agency retains the obligation and authority to determine the infrastructure, affordable· 
housing, and open.space requirements that apply to any development on all or any portion of 
Parcel. F or Redevelopment Block 4. Pursuant to the Credit Agreement, the Deed of Trust, the 
Negative Pledge, and the Subordinations, the Lenders expressly acknowledge that the terms and 
conditions of the Trans bay Final and Conclusive Enforceable Obligations, including the 
Transbay Affordable Housing Obligation, apply to and pass with Parcel F and Redevelopment 
Block 4, and apply to and bind the successors in interest of any owner of all or any portion of 
Parcel F and Redevelopment Block 4; and that Parcel F and Redevelopment Block 4 shall be 
held, transferred, sold and conveyed, subject to the conditions, restrictions, reservations and 
cov:enants set forth in the Transbay Final and Conclusive Enforceable Obligations and 
Declaration of Restrictions. 

W. In order to (1} permit TJP A to offer the Deed of Trust for Parcel F and the 
Negative Pledge for Parcels 0, O', and O" as security for the Bridge Loan, 'and (2) authorize 
TJPA and the Agency to subordinate to the Deed of Trust and the Negative Pledge the Option 
Agreement and the Agency's rights and privileges under the Option relative to Parcel F and 
Parcels 0, O', and O", all for the purpose of facilitating timely completion of construction of 
Phase 1 of the Trans bay Terminal Project, and the significant public and tax benefits that derive 
therefrom under the Redevelopment Project, the City, TJPA, and the Agency wish to enter into 
this First Amendment. 

X. This First Amendment is in the best interests of the taxing entities, including the 
City and TJP A. This First Amendment will: (1) facilitate timely completion of construction of 
Phase 1 of the Transbay Terminal Project, which is a public benefit, will help to revitalize the 
Project Area and stimulate private investment, and is a central part of the Redevelopment 
Project, (2) facilitate the Agency's timely implementation of the disposition and development of 
Redevefopment Block 4 and Parcel F under the Redevelopment Project, (3) facilitate the 
Agency's fulfillment of the Trarisbay Affordable Housing Obligation, and (4) generate timely 
receipt of property tax revenues by the taxing entities. This First .Amendment will significantly 
aid the winding down of the affairs of the Agency. 

AGREEMENT 

ACCORDINGLY, for good and valuable consideration, the receipt and adequacy of 
which are acknowledged, the parties agree as follows: 

1. Agency Transfer Parcels Subject to First Amendment. The following Agency 
Transfer Parcels are subject to the provisions of this First Amendment: Parcel F, Parcel 0, 
Parcel O', and Parcel O'', as such parcels are more particularly shown in the map attached to the 
Option Agreement as Exhibit A-1 thereto. 

2. Cooperative Agreement and Transbay Final and Conclusive Enforceable 
Obligations. The intent of this First Amendment is in furtherance of the Cooperative Agreement, 
as may have been modified by Caltrans under the Caltrans Release, and of the Transbay Final 
and Conclusive Enforceable Obligations. 
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. 3. Exercise of Option. 

· (a) The terms, conditions, and requirements for the exercise of the Option for Parcel 
F and Parcel 0, Parcel 0', and Parcel O" shaUbe supplemented by, subject to and modified by, 
as necessary, the terms, conditions, and requirements in the final form of the following 
documents to be recorded in the Official Records of the City and County of San FranCisco 
against Parcel F and Parcel 0, Parcel O', and Parcel O": the Deed of Trust, the substantial form 
of which is attached hereto as Exhibit and which shall encumber Parcel F and will 
encumber Redevelopment Block 4 if the Negative Pledge is released as to Parcel 0, Parcel 0 ', 
and Parcel O" pursuant to the terms of the Negative Pledge; the Negative Pledge, the substantial 
form of which is attached hereto as Exhibit and which shall encumber Parcels 0, O', and 
O"; and the Subordinations, the suhstantial forms of which are attached.hereto as Exhibits __ 
and __ , one which shall encumber Parcel F and one of which shall encumber Parcels 0, O', 
and O"; provided, however, that nothing in the Deed of Trust, the Negative Pledge ~nd the 
Subordinations shall be construed as preventing the Agency from fulfilling its Transbay Final 
and Conclusive Enforceable Obligations with respect to Parcel F, Redevelopment Block 4, and 

· any other portion of Parcels 0, O', and O". 

(b) After a Caltrans Release has been recorded as to Parcel F and Redevelopment 
Block 4, the requirements of Articles 5 and 6 of the Option Agreement relating to the State's .· 
review and approval of the Gross Sales P;roceeds and Baseline Valuation for Parcel F and 
Redevelopment Block 4 shall no longer apply. If Agency exercises the Option as to Parcel For 
Redevelopment Block 4, or to any portion thereof, while the Subordination affecting such parcel 
or portion is in effect, Agency shall obtain the fair market value appraisal described in Section 
6.1 of the Option Agreement and follow the requirements for the deposit of Gross Sales Proceeds 
with respect to such parcel or portion in compliance with the Subordination that affects such 
parcel or portion. If the collective Gross Sales Proceeds for Parcel F and Redevelopment Block 
4 exceeds $171,000,000, such e~cess amount shall be deposited in the Trust Account ope (1) 
business day a~er repayment of the Bridge Loan in full. 

( c) . If Agency exercises the Option as to Parcel F or Redevelopment Block 4, or to . 
any portion thereof, after the termination of the Subordination affecting such parcel or portion 
and sells such parcel or portion to a third party, Agency shall obtain the fair market value 
appraisal described in Section 6. l of the Option Agreement, and deposit the Gross Sales 
Proceeds from such sale in the Trust Account on the closing of such sale. 

( d) The City's Board of Supervisors will review and approve transfers of such parcels 
from the Agency to third parties prior to the final transfer of such parcel consistent with the 
review and approval process provided in California Health and Safety Code Section 33433. 

4. Consent to Encumbrances; Consent to Subordinations. Notwithstanding anything 
to the contrary under the Option Agreement (including without limitation Section 12.2 thereof) 
or otherwise, if the Bridge Loan is made pursuant to the terms and conditions of the Credit 
Agreement and all of the Bridge Loan proceeds are deposited in the Trust Account, less any 
amounts necessary to reserve for capitalized interest, hedging costs, required expense reserves 
andtransaction fees with respect to the Bridge Loan and up to $9.9 million to pay for 
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construction related soft costs .for the Transbay Terminal Project, then: (a) the Agency and the 
City hereby consent to, and agree that TJP A and Goldman shall be permitted to record, the Deed 
of Trust, in substantially the form attached hereto as Exhibit __ , against Parcel F; (b) the 
Agency and the City hereby consent to, and agree that TJP A and Goldman shall be permitted to 
record, the Negative Pledge, in substantially the form attached hereto as Exhibit __ , against 
Parcels 0, O', and O"; and (c) the Agency and the City hereby coi:isent to, and agree that TJPA 
and the Agency shall be permitted to record, the Subordinations, in substantially the form 
attached hereto as Exhibits __ and __ , against Parcel F and Parcels 0, O', and O", 
respectively. 

5. Miscellaneous. 

(a) Incorporation. This First Amendment constitutes a part of the Option 
Agreement and each reference to the Option Agreement shall be deemed to include a reference 
to the Option Agreement as amended by this First Amendment. 

(b) Ratification. To the extent of any inconsistency between this First 
Amendment and the Option Agreement, the provisions contained in this First Amendment shall 
control. Except as expressly amended by this First Amendment, all terms, covenants, conditions, 
and provisions of the Option Agreement shall remain in full force and effect. 

( c) Other Definitions. All capitalized terms used but not defined herein shall 
have the meanings assigned thereto in the Option Agreement. 

( d) Successors and Assigns. This First Amendment shall be binding upon and 
inure to the benefit of the successors and assigns of the parties, subject to the limitations set forth 
in the Option Agreement. 

( e) Counterparts. This First Amendment may be executed in any number of 
counterparts, each of which· shall be an original and all of which together shall constitute one and 
the same document, binding on all parties hereto notwithstanding that each of the parties hereto 
may have signed different counterparts. Delivery of this First Amendment may be effectuated 
by hand delivery, mail, overnight courier services, or electronic communication (including by 
PDF sent by electronic mail, facsimile, or similar means of electronic communication). Any 
electronic signatures shall have the same legal effect as manual signatures. 

(f) Governing Law: Venue. This First Amendment shall be governed by and 
construed in accordance with the laws of the State of California and the City's Charter. The 
parties hereto agree that all actions or proceedings arising directly or indirectly under this First 
Amendment shall be litigated in courts located with the County of San Francisco, State of 
California. 

(g) Integration., This First Amendment contains the entire agreement between 
the parties hereto with respect to the subject matter of this First Amendment. Any prior 
correspondence, memoranda, agreements, warranties or representations relating to such subject 
matter are superseded in total by this First Amendment. No prior drafts of this First Amendment 
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or changes from those drafts to the executed version of this.First Amendment shall be introduced 
as evidence in any litigation or other dispute resolution proceeding by either party hereto or any 
other persons,; and no court or other body shall consider those drafts in interpreting this First 
Amendment. 

(h) Further Assurances. The parties shall execute and deliver all documents, 
amendments, agreements, and instruments reasonably necessary or reasonably required in 
furtherance of this First Amendment, including documents and agreements attached to this First 
Amendment or incorporated herein by reference, and other documents reasonably related to.he 
foregoing. · 

(i) Effective Date. This First Amendment shall become effective on the latest 
to occur of (the "First Amendment Effective Date") (i) the date that it is duly executed and 
delivered by the parties hereto, (ii) the effective date of the last resolution required to be adopted 
by the legislative body of the parties hereto authorizing that party to enter this First Amendment, 
(iii) the effective date of a resolution adopted by the Oversight Board approving this First 
Amendment, or (iv) the date of closing of the Bridge Loan. 

[REMAINDER OF PAGE INTENTIONALLY BLANK] 
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IN WITNESS WHEREOF, the parties have each caused this First Amendment to be duly 
executed on its behalf as of the First Amendment Effective Date. 

AGENCY; 

Authorized by Agency Resolution No. 
adopted , 2014 

Oversight Board Resolution No. 
adopted ,2014 

APPROVED AS TO FORM: 

By: __________ _ 

TJPA: 

James B Morales 
General Counsel 

Authorized by TJPA Resolution No. 
adopted , 2014 

APPROVED AS TO FORM: 

By:---------
Deborah Miller 
Shute, Mihaly & Weinberger 

SUCCESSOR AGENCY TO THE 
REDEVELOP11ENT AGENCY OF THE CITY 
AND COUNTY OF SAN FRANCISCO, 
a public body, corporate and politic 

By: 
Name: Tiffany Bohee 
Title: Executive Director 

TRANSBAY JOINT POWERS AUTHORITY, a 
Joint Powers Agency 

By: 
Name: Maria Ayerdi-Kaplan 
Title: Executive Director 

[SIGNATURES CONTINUED ON FOLLOWING·PAGE] 
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CITY: 

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

By: _________ _ 

Deputy City Attorney 
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CITY AND COUNTY OF SAN FRANCISCO, a 
municipal corporation 

By: 
Name: John Updike 
Title Director of Property 
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EXHIBIT 
SUBORDINATION 

(Deed of Trust) 
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EXHIBIT 
SUBORDINATION 
(Negative Pledge) 
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NOTE: THIS DRAFT OF THE SUBORDINATION OF OPTION AGREEMENT HAS NOT BEEN 
. PREPARED IN RECORDABLE FORM, BUT THE SUBORDINATION (OR A MEMORANDUM 

THEREOF) WILL NEED TO BE RECORDED IN THE REAL PROPERTY RECORDS. 

SUBORDINATION OF OPTION AGREEMENT 
FORTHEPURCHASEANDSALEOFREALPROPERTY 

THIS SUBORDINATION OF OPTION AGREEMENT'FOR THE PURCHASE AND SALE OF 
REAL PROPERTY (this "Subordination") is made as of the __ day of , 2014, 
by and among the TRANSBA Y JOINT POWERS AUTHORITY, a joint powers authority created 
pursuant to an agreement among the City and County of San Francisco, the Alameda-Contra Costa 
Transit District and the Peninsula Corridor Joint Powers Board (Caltrain) and under the California Joint 
Exercise of Powers Act, codified at California Government Code Sections 6500 et seq. ("Borrower"), 
GOLDMAN SACHS BANK USA, is collateral agent on behalf the Secured Parties (as defined in the 
below-described Credit Agreement) (together with its successor and assigns in such capacity, "Collateral 
Agent"), and the CITY AND COUNTY OF SAN FRANCISCO OFFICE OF COMMUNITY 
INVESTMENT AND INFRASTRUCTURE, serving as the successor agency to the · Redevelopment 
Agency of the City and County of San Francisco, a public body corporate and politic of the State, 
established pursuant to the Community Redevelopment Law of the State of California (Health and Safety 
Code Sections 33000 et seq.) ("Agency"). 

RECITALS: 

A. Pursuant to that certain Credit Agreement, dated as of the date hereof (as amended, 
restated, supplemented, extended or otherwise modified from time to time and as refinanced, refunded or 
replaced from time to time; the "Credit Agreement"), by and among Borrower, the financial institution.S 
from time to time party thereto, as lenders ("Lenders"), and Goldman Sachs Bank USA, as Sole Lead 
Arranger, Sole Lead Bookrunner, Syndication Agent, Administrative Agent and Collateral Agent, 
Lenders have agreed to extend a senior secured term loan facility (the "Term Facility") to Borrower in an 
aggregate principal amount of $171,000,000. 

B. Borrower's Obligations (as defined in the Credit Agreement), including without 
limitation the repayment of certain loans made by Lenders under the Term Facility ("Loans"), are secured 
by, among other things, a Deed of Trust, Assignment of Leases and Rents and Security Agreement, dated 
as of the date hereof (the "Instrument"), which grants Collateral Agent, for the benefit of Secured 
Parties, a first lien on the property encumbered thereby and that is more particularly described on Exhibit 
A hereto (the "Property"). The Credit Agreement, the Instrument, this Subordination and all other Credit 
Documents (as defined in the Credit Agreement) are referred to collectively herein as the "Documents." 

C. Pursuant to that certain Collateral Agency Agreement, dated as of the date hereof (as 
amended, restated, supplemented, or otherwise modified from time to time, the "Facility Collateral 
Agency Agreement"), among Borrower, Collateral Agent and , in,its capacity as 
depository and collateral agent thereunder (together with its successors and assigns in such capacity, 
"Facility Collateral Agent"), Facility Collateral Agent has established the Lockbox Account (as defined 
therein) and has agreed to receive into, hold in, and disburse from the Lockbox Account certain funds that 
secure the Obligations,. including Gross Sales Proceeds (as referenced in the below-described Option 
Agreement) from the disposition of the Property. 
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D. Pursuant to certain affordable housing requirements (the "Transbay Affordable 
Housing Obligation"), as described in Section 5027.1 of the California Public Resources Code, the 
Redevelopment Plan for the Transbay Redevelopment Project Area approved by Ordinance No. 124-05, 
adopted by the Board of Supervisors of the City and County of San Francisco ("City") on June 21, 2005 
and Ordinance No. 99-06 adopted by the Board of Supervisors of the City on May 9, 2006 (the 
"Redevelopment Plan"), and that certain Transbay Redevelopment Project Implementation Agreement, 
dated as of January 20, 2005 (the "Implementation Agreement"), between the Borrower and the former 
Redevelopment Agency of the City and County of San Francisco ("Former Agency"), Agency's 
predecessor in interest, and finally and conclusively determined by the California Department of Finance 
to be an enforceable obligation under Redevelopment Dissolution Law, Part 1.85 (commencing with 
_Section 34170) of the California Health and Safety Code (the "Redevelopment Dissolution Law"), the 
Project Area (as defined in the Redevelopment Plan) must be developed with a sufficient number of units 
of affordable housing necessary to achieve the Trans bay Affordable Housing Obligation. Nothing in this 
Subordination shall affect this Transbay Affordable Housing Obligation with respect to the Property. 

. ' 

E. Pursuant to that certain Option Agreement for the Purchase and Sale of Real Property, 
· dated as of January 31, 2008 (the "Original Option Agreement"), by ~d among the City (the."City"), 

Borrower and Former Agency, Agency holds an option to purchase the Property (the "Option"). 
Pursuant to that certain First Amendment to Option Agreement, by and among Agency, Borrower, and 
City, dated as of · (the "Option Agreement Amendment"; the Original Option 
Agreement, as amended by the Option Agreement Amendment, is referred to herein as the "Option 

. Agreement"), the Agency and the City consented to this Subordination and related matters. 

F. Lenders require as a condition to extending credit to Borrower under the Term Facility 
that Borrower and Agency subordinate the Option Agreement and Agency's interest in. the Option relative 
to the Property to the Instrument as set forth below. · 

AGREEMENT: 

For good and valuable consideration the parties hereto agree as follows: 

1. Subordination of Option Agreement and Option. The Option Agreement, the Option and 
all rights and privileges of Agency thereunder relative to the Property are hereby and shall at all times 
continue to be subject and unconditionally subordinate in all respects to the lien and payment and 
satisfaction of the Instrument, the Credit Agreement and the other {)ocuments and any Obligations arising 
thereunder and to any renewals, extensions, modifications, assignments, replacements, or consolidations 
thereof and the rights, privileges, and powers of Collateral Agent and Secured Parties thereunder; 
provided, however, that nothing in this Subordination shall be construed as preventing Agency from 
complying with or enforcing the Transbay Affordable Housing Obligation with respect to the Property. 
For the avoidance of doubt, pursuant to this Subordination, Agency is not subordinating any of its right 
and privileges Un.der the Option Agreement, the Option, or otherwise relative to any real property other 
than the Property. 

2. Termination. At such time as the Obligation~ are paid in full, this Subordination and all 
of Collateral Agent's right, title and interest hereunder and the Instrument shall terminate 
("Termination") . . On or as soon as practicable following the date of Termination, Collateral Agent shall 
provide a document in form reasonably acceptable to each of Collateral Agent, Borrower and Agency to 
release the Property from this Subordination and the Instrument, which document Borrower and/or 
Agency may record in the Official Records of the City and County of San Francisco. 
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3. Estoppel. Agency represents and warrants that (a) the Option Agreement is in full force 
and effect and, except as amended by the Option Agreement Amendment, has not been modified, 
amended or assigned, (b) neither Agency nor Borrower is in default under any of the terms, covenants or 
provisions of the Option Agreement, and Agency knows of no event which, but for the passage of time or 
the giving of notice or both, would constitute an event of default under the Option Agreement, ( c) neither 
Agency nor Borrower has commenced any action or given or received any notice for the purpose of 
terminating the Option Agreement, ( d) any atid all sums due and payable to Agency under the Option 
Agreement, if any, have been paid in full, ( e) Agency has the full legal right, power and authority to enter 
into this Subordination and to carry out and consummate all transactions contemplated hereby, (f) the 
execution, delivery and performance by Agency of this Subordination and the consummation by Agency 
of the transactions contemplated hereby (i) have been duly authorized by all necessary action on the part 
of Agency and (ii) do not and will not require any registration with, consent or approval of, or notice to, 
or other action to, with or by, any governmental authority, except as have been made, obtained, given or 
taken prior to the date of this Subordination, and ·(g) this Subordination has been duly executed and 
delivered by Agency and constitutes the legally valid and binding obligation of Agency, enforceable 
against Agency in accordance with its terms, except as may be .limited by (i) applicable bankruptcy, 
insolvency, reorganization, moratorium or similar laws relating to or limiting creditors' rights generally, 
(ii) equitable principles relating to ertforceability (regardless of whether enforceability is considered in 
equity or at law) or (iii) the exercise of judicial discretion and the limitations on legal remedies against 
government entities in the State of California. 

4. Covenants of Borrower and Agency. Borrower and Agency each hereby covenant with 
Collateral Agent that during the term of this Subordination, except as set forth in Section 6 of this 
Subordination: (a) they shall not transfer or assign any right, title or interest or responsibility or liability 
under the Option Agreement with respect to the Pr9perty to any other person or entity without prior 
written n.otification to Collateral Agent and the prior written consent of Collateral Agent, which consent 
may be withheld by Collateral Agent in Collateral Agent's sole discretion; (b) without the prior consent of 
the Requisite Lenders (as defined in the Credit Agreement; such consent not to be unreasonably 
withheld), they shall not terminate or amend any terms or provisions of the Option Agreement with 
respect to the Property except as could not reasonably be expected to materially adversely affect the 
interests of the Lenders; and ( c) they shall, in the manner provided for in this Subordination, give notice 
to Collateral Agent of any notice that either party receives with respect to the Option Agreement with 
respect to the Property. 

5. Receipt of Payments and Fees. Collateral Agent, Borrower and Agency hereby agree that 
during the term of this Subordination, Borrower shall not be entitled to receive any fee, commission or 
other amount payable to Borrower by Agency under the Option Agreement for the Property, and that such 
amounts shall instead be paid directly to Facility Collateral Agent. Without limiting the foregoing, and 
notwithstanding anything to the contrary in the Option Agreement, the Cooperative Agreement (as 
defined in the Option Agreement) or the Implementation Agreement, if Agency is permitted under 
Section 6 of this Subordination to exercise the Option under the Option Agreement for the Property, or a 
portion thereof, then Agency and Borrower shall deliver (or cause to be delivered) to Facility Collateral 
Agent any and all Gross Sales Proceeds realized from the disposition of the Property, or portion thereof, 
and any and all other amounts due and payable to Agency or Borrower (including any amounts required 
to be deposited into the Trust Account (as defined in the Option Agreement)) under the Option 
Agreement for exercising the Option for the Property, or a portion thereof, and from any disposition by 
Borrower or Agency of the Property, or a portion thereof. Any amounts paid to Facility Collateral Agent 
shall be held in, and disbursed from, the Lockbox Account by Facility Collateral Agent pursuant to the 
terms of the Facility Collateral Agency Agreement. 
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6. Exercise of Option. During the term of this Subordination, and so long as an Event of 
Default (as defined in the Credit Agreement) does not exist, Collateral Agent agrees to permit Agency to 
exercise the Option for the Property, or a portion thereof, in accordance with the Option Agreement and 
the Transbay Affordable Housing Obligation provided that (a) Borrower or Agency has taken (or caused 
to be taken) such actions as may be necessary and reasonably acceptable to Collateral Agent to either (i) 
subdivide the Property into (A) a parcel with the airspace, surface, and/or subsurface of the Property 
needed for the construction, operation, maintenance, repair, and replacement of the then existing train box 
components of the Transbay Transit Center Project and any future train box components reasonably 
required at the Property to operate the Transbay Transit Center Project as a transit facility (the "Train 
Box Components") and (B) a parcel with the remaining developable portion of the Property (such 
remaining developable portion of the Property the "Parcel F Development Area"), or (ii) permit the 
Borrower to retain an easement ("Eas,ement") in the portion of the Property (the "Easement Area") 
needed for the construction, operation, maintenance, repair, and replacement of the Train Box · 
Components, which Easement would prohibit any use of the remainder of the Property from interfering or 
damaging, or threatening to interfere or damage, the Train Box Components or Borrower's use of t1:ie 
Easement Area pursuant to the Easement, (b) Agency delivers timely written notice as required by 
Section 9(b) hereof, ( c) substantially contemporaneously with the exercise of the Option, Agency 
disposes of the Parcel F Development Area'., or disposes of the Property subject to the Easement, to a third 
party in a transaction for which the Gross Sales Proceeds realized from such disposition shall be equal to 
or greater than the Lien Release Price (as defined in the Lien Release Price Letter Agreement referred to 
in the Credit Agreement), the establishment of which took into consideration the Redevelopment Plan 
development restrictions, environmental contamination, legally required affordable housing, and other 

. conditions which reasonably affect the fair market value) for the Parcel F Development Area or the 
Property subject to the Easement, and (d) any sums due to Borrower or Agency under the Option 

· Agreement for exercising the Option for the Property, or a portion thereof, or from the disposition of the 
Property, or a portion thereof, including Gross Sales Proceeds from such disposition, shall be paid 
directly to Facility Collateral Agent as required by Section 5 hereof on the Closing Date (as defined in the 
Option Agreement) of such<disposition. If any Event of Default exists or any of the conditions in clauses 
(a) through (d) are not satisfied, Agency may not exercise the Option with respect to the Property unless 
agreed to in writing by Collateral Agent in its sole discretion 

7. Release of Optioned Property. If (a) Agency exercises the Option for the Property, or a 
portion thereof, and closes on the Option with respect to the Property in accordance with the terms of the 
Option Agreement and this Subordination and (b) all Gross Sales Proceeds for the Property, or portion 
thereof, are paid directly to Facility Collateral Agent for deposit in the Lockbox Account on the Closing 
Date for the disposition of the Property or a portion thereof, Collateral Agent shall provide on the Closing 
Date for the disposition of the Property, a document in form reasonably acceptable to each of Collateral 
Agent, Borrower and Agency to release from this Subordination and the Instrument all or that portion of 
the Property transferred pursuant to the Option, which document Borrower and/or Agency may record.in 
the Official Records of the City and County of San Francisco. 

8. Affordable Housing. Agency's consent to this Subordination is made with the following 
understandings and acknowledgements, which are consented to by Collateral Agent, for the benefit of 
Secured Parties: The Property is subject to the Transbay Affordable Housing Obligation, which applies 
to and passes with the Property, and applies to and binds the successors in interest of any owner of the 
Property; that the Property shall be held, transferred, sold and conveyed, subject to tlie conditions, 
restrictions, reservations and covenants set forth in the Transbay Redevelopment Project Area Declaration 
of Restrictions, recorded in the Official Records of the City and County of San Francisco on August 4, 
2006 as Docu;ment No. 20061224839 (the "Declaration of Restrictions"), which includes the Transbay 
Affordable Housing Obligation. In the event of a foreclosure sale or a sale pursuant to any power of sale 
contained in or under the Instrument or any other mortgage, deed of trust, or other encumbrance upon the 
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Property, the purchaser or purchasers and their successors and assigns, and the Property, shall continue to 
be subject to all of the conditions, restrictions and covenants provided in the Declaration of Restrictions; 
and, consistent with its enforceable obligations under the Redevelopment Dissolution Law, Agency 
retains full authority to determine the infrastructure, affordable housing, and open space requirements that 
apply to any development on all or any portion of the Property to meet the Transbay Affordable Housing 
Obligation and implement the Redevelopment Plan . 

. 9. Consent and Agreement by Agency. Agency hereby acknowledges and consents to this 
Subordination and agrees that Agency will act in conformity with the provisions of this Subordination and 
Collateral Agent's rights hereunder or otherwise related to the Option Agreement. Agency hereby agrees 
(a) not to contest or impede the exercise by Collateral Agent of any right it has under or in connection 
with this Subordination; and (b) that it shall, in the manner provided for in this Subordination, give at 
least thirty (30) days prior written notice to Collateral Agent of its intention to exercise the Option. 

10. GOVERNING LAW. THIS SUBORDINATION AND THE RIGHTS AND 
OBLIGATIONS OF THE PARTIES HEREUNDER (INCLUDING, WITHOUT LIMITATION, ANY 
CLAIMS SOUNDING IN CONTRACT LAW OR TORT LAW ARISING OUT OF THE SUBJECT 
MATTER HEREOF AND ANY DETERMINATIONS WITH RESPECT TO POST-JUDGMENT 

. INTEREST) SHALL BE GOVERNED BY, AND SHALL BE CONSTRUED AND ENFORCED IN 
ACCORDANCE WITH, THE LAWS OF THE STATE OF NEW YORK WITHOUT REGARD TO 
CONFLICT OF LAWS PRINCIPLES THEREOF THAT WOULD RESULT IN THE APPLICATION 
OF ANY LAW OTHER THAN THE LAW OF THE STATE OF NEW YORK; PROVIDED THAT 
WITH RESPECT TO THE MATTERS OF CAPACITY, POWER AND AUTHORITY OF 
BORROWER AND AGENCY, THE LAWS OF THE STATE OF CALIFORNIA SHALL GOVERN. . 

11. WAIVER OF JURY TRIAL: TO THE MAXIMUM EXTENT PERMITTED BY 
APPLICABLE LAW, EACH OF THE PARTIES HERETO HEREBY AGREES TO WAIVE ITS 
RESPECTIVE RIGHTS TO A JURY TRIAL OF ANY CLAIM OR CAUSE OF ACTION BASED 
UPON OR ARISING HEREUNDER OR ANY DEALINGS BETWEEN THEM RELATING TO THE 
SUBJECT MATTER OF THIS SUBORDINATION. THE SCOPE OF TIDS WAIVER rs INTENDED 
TO BE ALL ENCOMPASSING OF ANY AND ALL DISPUTES THAT MAY BE FILED IN ANY 
COURT AND THAT RELATE TO THE SUBJECT· MATTER OF THIS. SUBORDINATION, 
INCLUDING CONTRACT CLAIMS, TORT CLAIMS, BREACH OF DUTY CLAIMS AND ALL 
OTHER COMMON LAW AND STATUTORY CLAIMS. EACH PARTY HERETO 
ACKNOWLEDGES THAT THIS WAIVER rs A MATERIAL INDUCEMENT TO ENTER INTO A 
BUSINESS RELATIONSHIP, .THAT EACH HAS ALREADY RELIED ON THIS WAIVER IN 
ENTERING INTO THIS SUBORDINATION, AND THAT EACH WILL CONTINUE TO RELY ON 
THIS WA.IVER IN ITS RELATED FUTURE DEALINGS. EACH PARTY HERETO FURTHER 
WARRANTS AND REPRESENTS THAT IT HAS REVIEWED THIS WAIVER WITH ITS LEGAL 
COUNSEL AND THAT IT KNOWINGLY AND VOLUNTARILY WAIVES ITS JURY TRIAL 
RIGHTS FOLLOWING CONSULTATION WITH· LEGAL COUNSEL. THIS WAIVER IS 
IRREVOCABLE, MEANING THAT IT MAY NOT BE MODIFIED EITHER ORALLY. OR IN 
WRITING (OTHER THAN BY A MUTUAL WRITTEN WAIVER SPECIFICALLY REFERRING TO 
THIS SECTION 11 AND EXECUTED BY EACH OF THE PARTIES,HERETO), AND THIS WAIVER 
SHALL APPLY TO ANY SUBSEQUENT AMENDMENTS, RENEWALS, SUPPLEMENTS OR 
MODIFICATIONS HERETO. IN THE EVENT OF LITIGATION, THIS SUBORDINATION. MAY 
BE FILED AS A WRITTEN CONSENT TO A TRIAL BY THE COURT. 

12. Notices. All notices or other written communications hereunder shall be deemed to have 
been properly given (a) upon delivery, if delivered in person or by facsimile transmission with receipt 
acknowledged by the recipient thereof, (b) one ~1) Business Day (hereinafter defined) after having been 
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deposited for overnight delivery with any reputable overnight courier service, or (c) three (3) Business 
Days after having been deposited in any post office or mail depository regularly maintained by the U.S. 
Postal Service and sent by registered or certified mail, postage prepaid, return receipt requested, 
addressed as follows: 

Ifto Borrower: 

Transbay Joint Powers Authority 
201 Mission Street, Suite 2100 
San Francisco, CA 94105 
Attn: Executive Director Maria Ayerdi-Kaplan 

With a copy to Borrower's Legal Counsel: 

Shute, Mihaly & Weinberger LLP 
396 Hayes Street 
San Francisco, CA 94102 
Attn: Deborah Miller 

Ifto Collateral Agent:· 

Ifto Agency: 

or addressed as such party may from time to time designate by written notice to the other parties. For 
purposes of this Section 12, the term "Business Day" shall mean a day on which commercial banks are 
not authorized or required by law to close in either New York, New York or San Francisco, California. 

Any party by notice to the others may designate additional or different addresses for subsequent 
notices or communications. 

13. No Oral Change. This Subordination, and any provisions hereof, may not be modified, 
amended, waived, extended, changed, discharged or terminated orally or by any act or failure to act on the 
part of Borrower, Agency or Collateral Agent, but only by an agreem~nt in writing signed by the party 
against whom enforcement of any modification, amendment, waiver, extension, change, discharge or 
termination is sought. 

14. Successors and Assigns. This Subordination shall be binding upon and inure to the 
benefit of Borrower, Agency and Collateral Agent and their respective successors and assigns forever. 

15. Inapplicable Provisions. If any term, covenant or condition of this Subordination is held 
to be invalid, illegal or unenforceable in any respect, this Sul;iordination shall be construed without such 
provision. 

16. Headings. Etc. The headings and captions of various paragraphs of this Subordination 
are for convenience of reference only and are not to be construed as defining or limiting, in any way, the 
scope or intent of the provisions hereof. 
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. . . 
17. Duplicate Originals; Counterparts. This Subordination may be executed in any number 

of duplicate originals and each duplicate original shall be deemed to be an original. This Subordination 
may be executed in several counterparts, each of which counterparts shall be deemed an original 
instrument and all of which together shall constitute a single Subordination. The failure of any party 
hereto to execute this Subordination, or any counterpart hereof, shall not relieve the other signatories from 
their obligations hereunder. 

18. Number and Gender. Whenever the context may require, any pronouns used herein shall 
include the corresponding masculine, feminine or neuter forms, and the singular form of nouns and 
pronouns shall include the plural and vice versa. 

19. Attorneys' Fees. In the event that any party hereto fails to perform any of its obligations 
under this Subordination or in the event a dispute arises concerning the meaning or interpretation of any 
provision of this Subordination, the defaulting party or the non-prevailing party in such dispute, as the 
case may be, shall pay the prevailing party reasonable attorneys' and experts' fees and costs, and all court 
costs and other costs of action incurred by the prevailing party in connection with the prosecution or 
defense of such action and enforcing or establishing its rights hereunder (whether or not such action is 
prosecuted to a judgment). 

[BALANCE OF PAGE INTENTIONALLY LE;FT BLANK] 

[Signature page to follow] 
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IN WITNESS WHEREOF the undersigned have executed this Subordination as of the date and 
year first written above. · 

STATE OF CALIFORNIA 

COUNTY OF ___ _ 

BORROWER: 

TRANSBAY JOINT POWERS AUTHORITY, 
a Joint Powers Agency 

By: 
Name: 
Its: 

On , 2014, before me, a Notary Public, 
personally appeared who proved to me on the basis of satisfactory 
evidence to be the person(s) whose name(s) is/are subscribed to the within instrument and acknowledged 
to me that he/she/they executed th~ same in his/her/their authorized capacity(ies ), and that by his/her/their 
signature(s) on the instrument the person(s), or the entity upon behalf of which the person(s) acted, · 
executed the instrument. 

I certify under PENALTY OF PERJURY under the laws of the State of California that the 
foregoing paragraph is true and correct. 

WITNESS my hand and official seal. 

Signature of the Notary Public 

(Seal) 

[SIGNATURES CONTINUED ON FOLLOWING PAGE] 
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[SIGNATURES CONTINUED FROM PREVIOUS PAGE] 

[SIONATURE PAGE TO SUBORDINATION OF OPTION AGREEMENT FOR THE PURCHASE 
AND SALE OF REAL PROPERTY] 

AGENCY: 

·CITY AND COUNTY OF SAN FRANCISCO 
OFFICE OF COMMUNITY INVESTMENT AND 
INFRASTRUCTURE, a public body corporate and 
politic 

By: 
Name: 

~~~~~~~~~-

Its: 

STATE OF CALIFORNIA 

COUNTY OF------'-~-

On , 2014, before me, , a Notary Public, 
personally appeared , who proved to me on the basis of satisfactory 
evidence to be the person(s) whose name(s) is/are subscribed to the within instrument and acknowledged 
tO me that he/she/they executed the same in his/her/their authorized capacity(ies ), and that by his/her/their 
signature(s) on the instrument the person(s), or the entity upon behalf of which the person(s) acted, 
executed the instrument. 

I certify under PENAL TY OF PERJURY under the laws of the State of California that the 
foregoing paragraph is true and correct. , 

WITNESS my hand and official seal. 

Signature of the Notary Public 

(S~al) 

[SIGNATURES CONTINUED ON FOLLOWING PAGE] 
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[SIGNATURES CONTINUED FROM PREVIOUS PAGE] 

[SIGNATURE PAGE TO SUBORDINATION OF OPTION AGREEMENT FOR THE PURCHASE 
AND SALE OF REAL PROPERTY] 

COLLATERAL AGENT: 

GOLDMAN SACHS BANK USA, as Collateral Agent 

By: 
Name: 
Its: 

STATE OF.CALIFORNIA 

COUNTY OF ___ _ 

On , 2014, before me, a Notary Public, 
personally appeared , who proved to me on the basis of satisfactory 
evidence to be the person(s) whose name(s) is/are subscribed to the within instrument and aclmowledged 
to me that he/she/they executed the same in his/her/their authorized capacity(ies), and that by his/her/their 
signature(s) on the instriunent the person( s ), or the entity upon behalf of which the person( s) acted, 
executed the instrument. 

I certify under PENALTY OF PERJURY under the laws of the State of California that the 
foregoing paragraph is true and correct. 

WITNESS my hand and official seal. 

Signature of the Notary Public 

(Seal) 
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THE CITY AND COUNTY OF SAN FRANCISCO HEREBY 
ACKNOWLEDGES THE FOREGOING SUBORDINATION 
OF OPTION AGREEMENT: 

CITY AND COUNTY OF SAN FRANCISCO, a municipal corporation 

By: 
Name: John Updike 
Its: Director of Property 

STATE OF CALIFORNIA 

COUNTY OF ----

On , 2014, befor~ me, a Notary Public, 
personally appeared · , who proved to me on the basis of satisfactory 
evidence to be the person(s) whose name(s) is/are subscribed to the within instrument and acknowledged 
to me that he/she/they executed the same in his/her/their authorized capacity(ies), and that by his/her/their 
signature(s) on the instrument the person(s), or the entity upon behalf of which the person(s) acted, 
executed the instrument. · 

I certify under PENAL TY OF PERJURY under the laws of the State of California that the 
foregoing paragraph is true and correct. 

. WITNESS my hand and official seal. 

Signature of the Notary Public 

(Seal) 
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620905.25 

EXHIBIT A 

LEGAL DESCRIPTION OF PROPERTY 

[To be attached.] 
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Attachment 4 

OCII DRAFT-10.31.14 
PARCEL 0 SET OF PROPERTIES 

NOTE: THIS DRAFT OF THE SUBORDINATION OF OPTION AGREEMENT HAS NOT BEEN 
PREPARED IN RECORDABLE FORM, BUT THE SUBORDINATION (OR A MEMORANDUM 
THEREOF) WILL NEED TO BE RECORDED IN THE REAL PROPERTY RECORDS. 

SUBORDINATION OF OPTION AGREEMENT 
FOR THE PURCHASE AND SALE OF REAL PROPERTY 

THIS SUB ORDINATION OF OPTION AGREEMENT FOR THE PURCHASE AND SALE OF 
REAL PROPERTY (this "Subordination") is made as of the __ day of , 2014, 
by and among the TRANSBA Y JOINT POWERS AUTHORITY, a joint powers authority created 
pursuant to an agreement among the City and County of San Francisco, the Alameda-Contra Costa 
Transit District and the Peninsula Corridor Joint Powers Board (Caltrain) and under the California Joint 
Exercise of Powers Act, codified at California Government Code Sections 6500 et seq. ("Borrower"), 
GOLDMAN SACHS BANK USA, as collateral agent on behalf the Secured Parties (as defined in the 
below-described Credit Agreement) (together with its successor and assigns in such capacity, "Collateral 
Agent"), and the CITY AND COUNTY OF SAN FRANCISCO OFFICE OF COMMUNITY 
INVESTMENT AND INFRASTRUCTURE, serving as the successor agency to the Redevelopment 
Agency of the City and County of San Francisco, a public body corporate and politic of the State, 
established pursuant to the Community Redevelopment Law of the State of California (Health and Safety 
Code Sections 33000 et seq.) ("Agency"). 

RECITALS: 

A. Pursuant to that certain Credit Agreement, dated as of the date hereof (as amended, 
restated, supplemented, extended or otherwise modified.from time to time and as refinanced, refunded or 
replaced from time to time, the "Credit Agreement"), by and among Borrower, the financial institutions 
from time to time party thereto, as lenders ("Lenders"), and Goldman Sachs Bank USA, as Sole Lead 
Arranger, Sole Lead Bookrunner, Syndication Agent, Administrative Agent and Collateral Agent, 
Lenders have agreed to extend a senior secured term loan facility (the "Term Facility") to Borrower in an 
aggregate principal amount of $171,000,000. 

B. Borrower's Obligations (as defined .in the Credit Agreement), including without 
limitation the repayment of certain loans made by Lenders under the Term Facility ("Loans"), are secured 
by, among other things, a pledge by Borrower of the Gross Sales Proceeds (as referenced in the below­
described Option Agreement) from the disposition of a portion of that certain real property more 
particularly described on Exhibit A hereto (the "Property"), and to preserve and protect such pledge of 
such Gross Sales Proceeds, Borrower has entered into that certain Agreement Not to Encumber or 
Transfer Property, dated as of the date hereof (the "Instrument"), which for the benefit of Collateral 
Agent and the Secured Parties restricts certain rights of Borrower relative to the Property. The Credit 
Agreement, the Instrument, this Subordination and all other Credit Documents (as defined in the Credit 
Agreement) are referred to collectively herein as the "Documents." 

C. Pursuant to that certain Collateral Agency Agreement, dated as of the date hereof (as 
amended, restated, supplemented, or otherwise modifi~d from time to time, the "Facility Collateral 
Agency Agreement"), among Borrower, Collateral Agent and , in its capacity as 
depository and collateral agent thereunder (together with its successors and assigns in such capacity, 
"Facility Collateral Agent"), Facility Collateral Agent has established the Lockbox Account (as defined 
therein) and has agreed to receive into, hold in, and disburse from the Lockbox Account certain funds that 
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secure the Obligations, including Gross Sales Proceeds from the disposition of the portion of the Property 
defined as "Redevelopment Block 4" below. 

D. Pursuant to certain affordable housing requirements (the "Transbay Affordable 
Housing Obligation"), as described in Section 5027.1 of the California Public Resources Code, the 
Redevelopment Plan for the Transbay Redevelopment Project Area, approve4 by Ordinance No. 124-05, 
adopted by the Board of Supervisors of the City and County of San Francisco ("City") on June 21, 2005 
and Ordinance No. 99-06 adopted by the Board of Supervisors of the City on May 9, 2006 (the 
"Redevelopment Plan"), and that certain Transbay Redevelopment Project Implementation Agreement, 
dated as of January 20, 2005 (the "'Implementation Agreement") between the Borrower and the former 
Redevelopment Agency of the City and County of San Francisco ("Former Agency"), Agency's 
predecessor in interest, and finally and conclusively determined by the California °Department of Finance 
to be an enforceable obligation under Redevelopment Dissolution Law, Part 1.85 (commencing with 
Section 34170) of the California Health and Safety Code (the "Redevelopment .Dissolution Law"), the 
Project Area (as defined in the Redevelopment Plan) must be developed with a sufficient number of units 
of affordable housing necessary to achieve the. Transbay Affordable Housing Obligation. 

E. The Agency's current development plans for the Property pursuant to the Redevelopment 
Plan call for the development of affordable and market rate housing on the approximate northern one- · 
third portion of the Property generally depicted as "Block 4" on Exhibit 4 to the Redevelopment Plan 
("Redevelopment Block 4"), with the remainder of the Property (the "Remaind~r Parcels") to be 
developed with public rights of way, a park, and affordable housing. Based on qurrent projections of the 
housing units to be built within the Project Area, assuming Redevelopment Block 4's projected capacity 
of 550 units total, up to 45% of those units, or 248 units, would need to be affordable units to achieve 
compliance with the Transbay Affordable Housing Obligation. Nothing in this Subordination shall affect 
this Transbay Affordable Housing Obligation with respect to the Property. 

F. Pursuant to that certain Option Agreement for the Purchase and Sale of Real Property, 
dated as of January 31, 2008 (the "Original Option Agreement"), by and among the City, Borrower, and 
Former Agency, Agency holds an option to purchase the Property (the "Option"). Pursuant to that 
c.ertain First Amendment to Option Agreement by and among Borrower, Agency, and City, dated as of 

(the "Option Agreement Amendment"; the Original Option Agreement, as 
amended by the Option Agreement Amendment, is referred to herein as the "Option Agreement"), the 
City and the Agency consented to this Subordination and related matters. 

G. This Subordination permits the Agency to exercise the Option to the Property before the 
full satisfaction of the Loans on the terms specified below, which includes a requirement that limits the 
Agency from exercising the Option for Redevelopment Block. 4 unless it is for a third party transfer that 
generates Gross Sales Proceeds equal to or greater than the Lien Release Price (as defined in the Lien 
Release Price Letter Agreement referred to in the Credit Agreement). TJPA and the Agency have 
conducted their own due diligence to determine that it is reasonably likely that the third party sale of 
Redevelopment Block 4, which would be subject to a requirement that the purchaser develop a number of 
affordable units required by the Agency in its efforts to achieve compliance with the Transbay Affordable 
Housing Obligation, would generate Gross Sales Proceeds that are no less than the Lien Release Price. 

H. Lenders require as a condition to extending credit to Borrower under the Term Facility 
that Borrower and Agency subordinate the Option Agreement, and Agency's interest in the Option 
relative to the Property to the Instrument as set forth below. 
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AGREEMENT: 

For good and valuable consideration the parties hereto agree as follows: 

1. Subordination of Option Agreement and Option. The Option Agreement, the Option and 
all rights and privileges of Agency thereunder relative to the Property are hereby and shall at all times 
continue to be subject and unconditionally subordinate in all respects to the lien and payment and 
satisfaction of the Instrument, the Credit Agreement and the other Documents and any Obligations arising 
thereunder and to any renewals, extensions, modifications, assignments, replacements, or consolidations 
thereof and the rights, privileges, and powers of Collateral Agent .and Secured Parties thereunder, subject 
to the tenns of this Subordination; provided, however, that nothing in this Subordination shall be 
construed as preventing Agency from complying with or enforcing the Transbay Affordable Housing 
Obligation with respect to the Property. For the avoidance of doubt, pursuant to this Subordination, 
Agency is not subordinating any of its right and privileges .under tJ.+e Option Agreement, the Option, or 
otherwise relative to any real property other than the Property. 

2. Termination. At such time as either (i) the Obligations are paid in full or (ii) the Property 
is subdivided into separate legal parcels consisting of Redevelopment Block 4 and the Remainder Parcels 
and Borrower provides (or causes to be provided) to Collateral Agent a First Priority Mortgage (as 
defined in the Credit Agreement) on Redevelopment Block 4 and the other Redevelopment Block 4 
Mortgage Deliverables (as defined in the Instrument), this Subordination, all of Collateral Agent's right, 
title and interest hereunder, and the Instrument shall terminate ("Termination"); provided, however, that 
if a First Priority Mortgage is delivered to Collateral Agency as to Redevelopment Block 4 at the time of 
the Termination, then the affordable housing rights of Agency speCified in Section 8 of this Subordination 
shall remain in full force and effect, encumber, and run with the land as to Redevelopment Block 4. In 
such event, Agency shall have the right to reqqire any owner of Redevelopment Block 4 to comply with 
the matters set forth in Section 8, including any party that acquires Redevelopment Block 4 through 
enforcement of the First Priority Mortgage, and Agency shall have the sole discretion to terminate the 
continuation of this Subordination as an encumbrance on Redevelopment Block 4 by recordillg a written 
document with such termination in the Official Records of San Francisco. On or as soon as practicable 
following the date of Termination, Collateral Agent shall provide a document in form reasonably 
acceptable to each of Collateral Agent, Borrower and Agency to release the Property from this 
Subordination and the Instrument (provided that Redevelopment Block 4 shall not be released as to this 
Subordination if a First Priority Mortgage is recorded against Redevelopment Block 4 at such time), 
which document Borrower and/or Agency may record in the Official Records of the City and County of 
San Francisco. 

3. Estoppel. Agency represents and warrants that (a) the Option Agreement is in full force 
and effect and, except as amended by the Option Agreement Amendment, has not been modified, 
amended or assigned, (b) neither Agency nor Borrower is in default under any of the terms, covenants or 
provisions of the Option Agreement and Agency knows of no event which, but for the passage of time or 
the giving of notice or both, would constitute an event of default under the Option Agreement, ( c) neither 
Agency nor Borrower has commenced any action or given or received any notice for the purpose of 
terminating the Option Agreement, (d) any and all sums due and payable to Agency under the Option 
Agreement, if any, have been paid in full, ( e) Agency has the full legal right, power and authority to enter 
into this Subordination and to carry out and consummate all transactions contemplated hereby, (f) the. 
execution, delivery and performance by Agency of this Subordination and the consummation by Agency 
of the transactions contemplated hereby (i) have been duly authorized by all necessary action on the part 
of Agency and (ii) do not and will not require any registration with, consent or approval of, or notice to, 
or other action to, with or by, any governmental authority, except as have been made, obtained, given or 
taken prior to the date of this Subordination, and (g) this Subordination has been duly executed and 



delivered by Agency and constitutes the legally valid and binding obligation of Agency, enforceable 
against Agency in accordance with its terms, except as may be limited by (i) applicable bankruptcy, 
insolvency, reorganization, moratorium or similar laws relating to or limiting creditors' rights generally, 
(ii) equitable principles relating to enforceability (regardless of whether enforceability is considered in 
equl.ty or at law) or (iii) the exercise of judicial discretion and the limitations on legal remedies against 
government entities in the State of California 

4. Covenants of Borrower and Agency. Borrower and Agency each hereby covenant with 
Collateral Agent that during the term of this Subordination, except as set forth in Section 6 of this 
Subordination: (a) they shall not transfer or assigfi any right, title or interest or responsibility or liability 
under the Option Agreement with respect to Redevelopment Block 4 to any other person or entity without 
prior written notification to Collateral Agent and the prior written consent of Collateral Agent, which 
consent may be withheld by Collateral Agent in Collateral Agent's sole discretion; (b) without the prior 
consent of the Requisite Lenders (as· defined in the Credit Agreement; such consent not to be 
unreasonably withheld), they shall not terminate or amend any terms or provisions of the Option 
Agreement with respect to Redevelopment Block 4 except as could not reasonably . be expected to 
materially adversely affect the interests of the Lenders; and ( c) they shall, in the manner provided for in 
this Subordination, give notice to Collateral Agent of any notice that either party receives with respect to 
the Option Agreement with respect to the Property. · 

5. Receipt of Payments and Fees. Collateral Agent, Borrower and Agency hereby agree that 
during the term of this Subordination, Borrower shall not be entitled to receive any fee, commission or 
other amount payable to B'orrower by Agency under the OptionAgreement for Redevelopment Block 4, 
and that such amounts shall instead be paid directly to Facility Collateral Agent. Without limiting the 
foregoing, and notwithstanding anything to. the contrary in the Option Agreement, the Cooperative 
Agreement (as defined in the Option Agreement) or the Implementation Agreement, if Agency is 
permitted under Section 6 of this Subordination to exercise the Option under the Option Agreement for 
Redevelopment Block 4, then Agency and Borrower shall deliver (or cause to be delivered) to Facility 
Collateral Agent any and all Gross Sales Proceeds realized from the disposition of Redevelopment Block 
4, and any and all other amounts du~ and payable to Agency or Borrower (including any amounts 
previously required to be deposited into the Trust Account (as defined in the Option Agreement) under 
the Option Agreement for exercising the Option for Redevelopment Block 4, and from any disposition by 
Borrower or Agency of Redevelopment Block 4. Any amounts paid to Facility Collateral Agent from the 
disposition of Redevelopment Block 4 shall be held in, and disbursed from, the Lockbox Account· by 
Facility Collateral Agent pursuant to the terms of the Facility Collateral Agency Agreement. If Agency is 
permitted under Section 6 of this Subordination to exercise the Option under the Option Agreement for 
the Remainder Parcels, or any portion thereof, Borrower shall deliver (or cause to be delivered) any and 
all Gross Sales Proceeds realized from such disposition of the Remainder Parcels into the Trust Account. 

6. Exercise of Option. 

(a) Redevelopment Block 4. During the term of this Subordination, Collateral Agent 
agrees to permit Agency to exercise the Option for Redevelopm~nt Block 4 in accordance with the Option 
Agreement and the Transbay Affordable Housing Obligation and to permit Borrower to transfer 
Redevelopment Block 4 to Agency in connection with such exercise of the Option, provided that (a) 
Borrower or Agency has taken (or caused to be taken) such actions as may be necessary to create 
Redevelopment Block 4 as a separate legal parcel, (b) Agency delivers timely written notice as required 
by Section 9(b) hereof, ( c) substantially contemporaneously with the exercise of the Option for 
Redevelopment Block 4, Agency disposes of Redevelopment Block 4 to a third party in a transaction for 
which the Gross Sales Proceeds realized from such disposition shall be equal to or greater than the Lien 
Release Price for Redevelopment Block 4, and ( d) any sums due to Borrower or Agency under the Option 
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Agreement for exercising the Option for Redevelopment Block 4, or from the disposition of 
Redevelopment Block 4, including Gross Sales Proceeds from such disposition, shall be paid directly to 
.Facility Collateral Agent as required by Section 5 hereof on the Closing Date (as defined in the Option 
Agreement) for the disposition of Redevelopment Block 4. If any Event of Default exists or any of the 
conditions in clauses (a) through (d) are not satisfied, Agency may not exercise the Option with respect to 
Redevelopment Block 4 unless agreed to in writing by Collateral Agent in its sole discretion. 

(b) Remainder Parcels. Agency shall further have the right to exercise the Option for 
the Remainder Parcels, and Borrower shall have the right to transfer the Remainder Parcels to Agency, at 
any time, even if there is an Event of Default under the Documents, so long as prior to such transfer of 
either of the Remainder Parcels, Borrower or Agency shall have taken (or caused to be taken) such 
actions as may be n~cessary to create the Remainder Parcels as ·separate legal parcels. 

7. Release of Optioned Property .. If (a) Agency exercises the Option for Redevelopment 
Block 4, and closes on the Option for Redevelopment Block 4 in accordance with the terms of the Option 
Agreement and this Subordination and (b) all Gross Sales Proceeds for Redevelopment Block 4 are paid 
directly to Facility Collateral Agent for deposit in the Lockbox Account on the Closing Date for .the 
disposition of Redevelopment Block 4, Collateral Agent shall provide on the Closing Date for the 
disposition of Redevelopment Block 4, a document in form reasonably acceptable to each of Collateral 
Agent, Borrower and Agency to release from this Subordination and the Instrument all or that portion of 
Redevelopment Block 4 transferred pursuant to the Option, which document Borrower and/or Agency 
may record in the Official Records of the City and County of San Francisco. 

If the Property is subdivided into Redevelopment Block 4 and the Remainder Parcels, and 
Agency exercises the Option for either of the Remainder Parcels, Collateral Agent shall provide on the 
Closing Date for the disposition of such Remainder Parcel, a document in form reasonably acceptable to 
each of Collateral Agent, Borrower and Agency to release from this Subordination and the Instrument all 
or that portion of such Remainder Parcel transferred pursuant to the Option, which document Borrower 
and/or Agency may record in the Official Records of the City and County of San Francisco. 

8. Affordable Housing. Agency's consent to this Subordination is made with the following 
understandings and~ acknowledgements, which are consented to by Collateral Agent, for the benefit of 
Secured Parties, and shall bind any party (including its successors and ·assigns) that acquires 
Redevelopment Block 4 through the enforcement of any Redevelopment Block 4 Mortgage on 
Redevelopment Parcel 4: The Property is subject to the Transbay Affordable Housing Obligation, which 
applies to and passes with the Property, and applies to and binds the successors in interest of any owner of 
the Property; that the Property shall be held, transferred, sold and conveyed, subject to the conditions, 
restrictions, reservations and covenants set forth in the Transbay Redevelopment Project Area Declaration 
of Restrictions, recorded in the Official Records of the City and County of San Francisco on August 4, 
2006 as Document No. 20061224839 (the "Declaration of Restrictions"), which includes the Transbay 
Affordable Housing Obligation. In the event of any foreclosure, sale or transfer of the Property, the 
acquirer, purchaser, acquirers or purchasers and their successors· and assigns, and the Property, shall 
continue to be subject to all of the con~itions, restrictions and covenants provided in the Declaration of 
Restrictions; and, consistent with its enforceable obligations under the Redevelopment Dissolution Law, 
Agency shall have full authority to determine the infrastructure, affordable housing, and open space 
requirements that apply to any development on all or any portion of the Property to meet the Transbay 
Affordable Housing Obligation and implement the Redevelopment Plan, including any requirement that 
there be a level of affordable housing on Redevelopment Block 4 that is higher than the minimum levels 
established for private developments in the Redevelopment Plan, and the requirement for the parcelization 
and assembly of land into block and lots that are suitable for development, as described in the 
Development Controls and Design Guidelines (as defined in the Redevelopment Plan) .. 
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9. Consent and Agreement by Agency. Agency hereby acknowledges and consents to this 
Subordination and agrees that Agency will act in conformity with the provisions of this Subordination and 
Collateral Agent's rights hereunder or otherwise related to the Option Agreement. Agency hereby agrees 
(a) not to contest or impede the exercise by Collateral Agent of any right it has under or in connection 
with this Subordination; and (b) that it shall, in the manner provided for in this Subordination, give at 
least thirty (30) days prior written notice to Collateral Agent of its intention to exercise the Option. · 

10. GOVERNING LAW. THIS SUBORDINATION AND THE RIGHTS AND 
OBLIGATIONS OF THE PARTIES HEREUNDER (INCLUDING, WITHOUT LIMITATION, ANY 
CLAIMS SOUNDING IN CONTRACT LAW OR TORT LAW ARISING OUT OF THE S~JECT 
MATTER HEREOF AND ANY DETERMINATIONS WITH RESPECT TO POST-JUDGMENT 
INTEREST) SHALL BE GOVERNED BY, AND SHALL BE CONSTRUED AND ENFORCED IN 
ACCORDANCE WITH, THE LAWS OF THE STATE OF NEW YORK WITHOUT REGARD TO 
CONFLICT OF LAWS PRINCIPLES THEREOF THAT WOULD RESULT IN THE APPLICATION 
OF ANY LAW OTHER THAN THE LAW OF THE STATE OF NEW YORK; PROVIDED THAT 
WITH RESPECT TO THE MATTERS OF CAPACITY, POWER AND AUTHORITY OF 
BORROWER AND AGENCY, INCLUDING THE AGENCY'S RIGHTS UNDER SECTION 8 
ABOVE, THE LAWS OF THE STATE OF CALIFORNIA SHALL GOVERN. 

11. WAIVER OF JURY TRIAL. TO THE MAXIlvlliM EXTENT PERMITTED BY 
APPLICABLE LAW, EACH OF THE PARTIES. HERETO HEREBY AGREES TO WANE ITS 
RESPECTIVE RIGHTS TO A JURY TRIAL OF, ANY CLAIM OR CAUSE OF ACTION BASED 
UPON OR ARISING HEREUNDER OR ANY DEALINGS BETWEEN THEM RELATING TO THE 
SUBJECT MATTER OF THIS SUBORDINATION. THE SCOPE OF THIS WAIVER IS INTENDED 
TO BE ALL ENCOMPASSING OF ANY AND ALL DISPUTES THAT MAY BE FILED IN ANY 
COURT AND THAT RELATE TO THE SUBJECT MATTER OF THIS SUBORDINATION,. 
INCLUDING CONTRACT CLAIMS, TORT CLAIMS, BREACH OF DUTY CLAIMS AND ALL 
OTHER COMMON LAW AND STATUTORY CLAIMS. EACH PARTY HERETO 
ACKNOWLEDGES THAT THIS WAIVER IS A MATERIAL INDUCEMENT TO ENTER INTO A 
BUSINESS RELATIONSHIP, THAT EACH HAS ALREADY RELIED ON THIS WAIVER IN 
ENTERING INTO THIS SUBORDINATION, AND THAT EACH WILL CONTINUE TO RELY ON 
THIS WAIVER IN ITS RELATED FUTURE DEALINGS. EACH PARTY HERETO FURTHER 
WARRANTS AND REPRESENTS THAT IT HAS REVIEWED THIS WAIVER WITH ITS LEGAL 
COUNSEL AND THAT IT KNOWINGLY AND VOLUNTARILY WAIVES ITS JURY TRIAL 
RIGHTS FOLLOWING CONSULTATION WITH LEGAL COUNSEL. THIS WAIVER IS 
IRREVOCABLE, MEANING THAT IT MAY NOT BE MODIFIED EITHER ORALLY OR IN 
WRITING (OTHER THAN BY A MUTUAL WRITTEN WAIVER SPECIFICALLY REFERRING TO 
THIS SECTION 11 AND EXECUTED BY EACH OF THE PARTIES HERETO), AND THIS WAIVER 
SHALL APPLY TO ANY SUBSEQUENT AMENDMENTS, RENEWALS, SUPPLEMENTS OR 
MODIFICATIONS HERETO. IN THE EVENT OF LITIGATION, THIS SUBORDINATION. MAY 
BE FILED AS A WRITTEN CONSENT TO A TRIAL BY THE COURT. 

12. Notices. All notices or other written communications hereunder shall be deemed to have 
been properly given (a) upon delivery, if delivered in person or by facsimile transmission with receipt 
acknowledged by the recipient thereof, (b) one (1) Business Day (hereinafter defined) after having been 
deposited for overnight delivery with. any reputable overnight courier service, or ( c) three (3) Business 
Days after having- been deposited in any post office or mail depository regularly maintained by the U.S. 
Postal Service and sent by registered or certified mail, postage prepaid, return receipt requested, 
addressed as follows: 

Ifto Borrower: 
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Transbay Joint Powers Authority 
201 Mission Street, Suite 2100 
San Francisco, CA 94105 
Attn: Executive Director Maria Ayerdi-Kaplan 

With a copy to Borrower's Legal Counsel: 

Shute, Mihaly & Weinberger LLP 
396 Hayes Street 
San Francisco, CA 94102 
Attn: Deborah Miller 

If to Collateral Agent: 

Ifto Agency: 

or addressed as such party may from time to time designate by written notice to the other parties. For 
purposes of this Section 12, the term "Business Day" shall mean a day on which commercial banks are 
not authorized or required by law to close in either New York, New York or San Francisco, California. 

Any party by notice to the others may designate additional or different addresses for subsequent 
notices or communications. 

13. No Oral Change. This Subordination, and any provisions hereof, may not be modified, 
amended, waived, extended, changed, discharged or terminated orally or by any act or failure to act on the 
part of Borrower, Agency or Collateral Agent, but only by an agreement hi writing signed by the party 
against whom enforcement of any modification, amendment, waiver, extension, change, discharge or· 
termination is sought. 

14. Successors and Assigns. This Subordination shall be bindii:ig upon and inure to the 
benefit of Borrower, Agency and Collateral Agent and their respective successors and assigns forever. 

15. Inapplicable Provisions. If any term, covenant or condition of this Subordination is held 
to be invalid, illegal or unenforceable in any respect, this Subordination shall be construed without such 
provision. 

16. Headings. Etc. The headings and captions of various paragraphs of this Subordination 
are for convenience .of reference only and are not to be construed as defining or limiting, in any way, the 
scope or intent of the provisions hereof. · 

17. Duplicate Originals; Counterparts. This Subordination may be executed in any number 
of duplicate originals and each duplicate original shall be deemed to be an original. This Subordination 
may be executed in several counterparts, each of which counterparts shall be deemed an original 
instrument and all of which together shall constitute a single Subordination. The failure of any party 
hereto to execute this Subordination, or any counterpart hereof, shall not relieve the other sighatories from 
their obligations hereunder. 
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18. Number and Gender. Whenever the context may require, any pronouns used herein shall. 
include the corresponding masculine, feminine or neuter forms, and the singular form of nouns and 
pronouns shall include the plural and vice versa. 

19. Attorneys' Fees. In the event that any party hereto fails to perform any of its obligations 
under this Subordination or in the event a dispute arises concerning the meaning or interpretation of any 
provision of this Subordination, the defaulting party or the non-prevailing party in such dispute, as the 
case may be, shall pay the prevailing party reasonable attorneys' and experts' fees and costs, and all court 
costs and other co.sts of action incurred by the prevailing party in connection with the prosecution or 
defense of such action and enforcing or establishing its rights hereunder (whether or not such action is 
prosecuted to a judgment). 

[BALANCE OF PAGE INTENTIONALLY LEFT BLANK] 

[Signature page to follow] 
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IN WITNESS WHEREOF the undersigned have executed this Subordination as of the date and 
year first written above. 

STATE OF CALIFORNIA 

COUNTY OF ___ _ 

BORROWER: 

TRANSBAY JOINT POWERS AUTHORITY, 
a Joint Powers Agency 

By: 
Name: 

~~~~~~~~~-

Its: 

On , 2014, before me, , .a Notary Public, 
personally appeared , who proved to me on the basis of satisfactory 
eviden.ce to be the person(s) whose name(s) is/are subscribed to the within instrument and acknowledged 
to me that he/she/they executed the same in his/her/their authorized capacity(ies), and that by his/her/their 
signature(s) on the instrument the person(s), or the entity upon behalf ofwhich the person(s) acted, 
executed the instrument. 

I certify under J>ENAL TY OF PERJURY under the laws of the State of California that the 
foregoing paragraph is true and correct. 

(Seal) 

WITNESS my hand and official seal. 

Signature of the Notary Public 

[SIGNATURES CONTINUED ON FOLLOWING PAGE] 

9 

2650 



[SIGNATURES CONTINUED FROM PREVIOUS PAGE] 

[SIGNATURE PAGE TO SUBORDINATION OF OPTION AGREEMENT FOR THE PURCHASE 
AND SALE OF REAL PROPERTY] 

STATE OF CALIFORNIA 

COUNTY OF ----

AGENCY: 

CITY AND COUNTY OF SAN FRANCISCO 
OFFICE OF COMMUNITY INVESTMENT AND 
INFRASTRUCTURE, a public body corporate and 
politic 

By: 
Name: 
Its: 

On , 2014, before ine, , a Notary Public, 
personally appeared , who proved to me on the basis of satisfactory 
evidence to be the person(s) whose name(s) is/are subscribed to the within instrument and acknowledged 
to me that he/she/they executed the same in his/her/their authorized capacity(ies), and that by his/her/their 
signature( s) on the instrument the person( s ), or the entity upon behalf of which the person( s) acted, 
executed the instrument 

I certify under PENAL TY OF PERJURY under the laws of the State of California that the 
foregoing paragraph is true and correct. 

WITNESS my hand and official seal. 

Signature of the Notary Public 

(Seal) 

[SIGNATURES CONTINUED ON FOLLOWING PAGE] 
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[SIGNATURES CONTINUED FROM PREVIOUS PAGE] 

[SIGNATURE PAGE TO SUBORDINATION OF OPTION AGREEMENT FOR THE PURCHASE 
ANDSALEOFREALPROPERTY] 

STATE OF CALIFORNIA 

COUNTY OF ----

COLLATERAL AGENT: 

GOLDMAN SACHS BANK USA, as Collateral Agent 

By: 

Name: -----------'-­
Its: 

On 2014, before me, a Notary Public, 
personally appeared , who proved to me on the basis of satisfactory 

. evidence to be the person(s) whose name(s) is/are subscribed to the within instrument and aclmowledged 
to me that he/she/they executed the same in his/her/their authorized capacity(ies), and that by his/her/their 
signature(s) on the instrument the person(s ), or the entity upon behalf of which the person( s) acted, 
executed the instrument. 

I certify under PENAL TY OF PERJURY under the laws of the State of California that the 
foregoing paragraph is true and correct. 

WITNESS my hand and official seal. 

Signature of the Notary Public 

(Seal) 
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THE CITY AND COUNTY OF SAN FRANCISCO HEREBY 
ACKNOWLEDGES THE FOREGOING SUBORDINATION 
OF OPTION AGREEMENT: . 

CITY AND COUNTY OF SAN FRANCISCO, a municipal corporation 

By: 
Name: John Updike 
Its: Director of Property 

STATE QF CALIFORNIA 

COUNTY OF ___ _ 

On 2014, before me, a Notary Public, 
personally appeared , who proved to me on the basis of satisfactory 
evidence to be the person(s) whose name(s) is/are subscribed to the within instrument and acknowledged 
to me that he/she/they executed the same in his/her/their authorized capacity(ies), and that by his/her/their 
signature(s) on the instrument the person(s), or the entity upon behalf of whkh the person(s) acted, 
executed the instrument. · 

I certify under PENALTY OF PERJURY under the laws of the State of California that the 
foregoing. paragraph is true and correct. 

WITNESS my hand and official seal. 

Signature of the Notary Public 

(Seal) 
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622380.24 

EXHIBIT A 

LEGAL DESCRIPTION OF PROPERTY 

[To be attached.] 
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Introduction Form 
By a Member of.the Board of Supervisors or the Mayor 

Time stamp 

I hereby submit the following item for introduction (select only one): or meeting date 

~ 1. For reference to Committee. (An Ordinance, Resolution, Motion, or Charter Amendment) 

D 2. Request for next printed agenda Without Reference to Committee. 

D 3. Request for hearing on a subject matter at Committee. 

D 

D 

D 

4.-Request for letter beginning "Supervisor inquires" 
~------~------~-~ 

5. City Attorney request. 

6. Call File No. .-1-------~, from Committee. 

D 7. Budget Analyst request (attach written motion). 

D · 8. Sub~titute Legislatfon File No. ....1 _____ ____, 

D 9. Reactivate File No. ~' -----~ 
D 10. Question(s) submitted for Mayoral Appearance before the BOS on 

~-----------------' 

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

D Small Business Commission D Youth Commission D Ethics Commission 

D Planning Commission· D Building Inspection Commission 

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

Sponsor(s): 

!supervisor Jane Kim 

Subject: 

Consent to Successor Agency Actions facilitating interim financing for Transbay Transit Center- Transbay 
Redevelopment Project Area - Amendment to Option Agreement affecting Affordable Housing Requirement 

The text is listed below or attached: 

I See attached. 

Signature of Sponsoring Supervisor: -1-Q-::;==,,,,oL.__·_g _ _,,_~_Q_. ~-------__::=-------
For Clerk's Use Only: 
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