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REGULATORY AGREEMENT AND DECLARATION OF
RESTRICTIVE COVENANTS

This REGULATORY AGREEMENT AND DECLARATION OF RESTRITIVE
COVENANTS (the “Regulatory Agreement”) is made asmtered into as of March 1, 2016, by and
between the CITY AND COUNTY OF SAN FRANCISCO, a nuipal corporation and chartered city,
organized and existing under its City Charter amal Constitution and laws of the State of California
(together with any successor to its rights, dutied obligations, the “City”), and MERCY HOUSING
CALIFORNIA 67, L.P., a California limited partnetiph(the “Owner”), owner of a fee interest in thada
described in Exhibit A attached hereto.

RECITALS

A. WHEREAS, pursuant to the Charter of the City,tidle | of Chapter 43 of the
Administrative Code of the City and County of Sararfeisco Municipal Code and, as applicable,
Chapter 7 of Part 5 of Division 31 of the Califarilealth and Safety Code (collectively, the “Acthe
City is authorized to issue revenue bonds and thkenb@ans to finance the acquisition, rehabilitation
construction and development of multifamily rertalising; and

B. WHEREAS, the Board of Supervisors of the Citys hauthorized the issuance of
multifamily mortgage revenue bonds under the Actdnnection with the acquisition and rehabilitation
of a multifamily residential rental housing projéatated on the site described in Exhibit A hetatown
as Columbia Park Apartments (the “Project”), whitloject shall be subject to the terms and provssion
hereof; and

C. WHEREAS, in furtherance of the purposes of tlue @nd as a part of the City’s plan of
financing affordable housing, the City is issuitg ievenue bonds designated “City and County of San
Francisco Multifamily Housing Revenue Bonds (ColientPark Apartments), Series 2016A”" (the
“Bonds”) pursuant to the terms of a Trust Indentoireven date herewith (the “Indenture”), betweas t
City and [Trustee Name], as trustee (the “Truste#® proceeds of which Bonds are to be loanetdo t
Owner (the “Loan”) pursuant to a Loan Agreemengw#n date herewith (the “Loan Agreement”) among
the City, the Trustee and the Owner, to financePtitagect; and

D. WHEREAS, the City hereby certifies that all tinnecessary to make the Bonds, when
issued as provided in the Indenture, the validdibig and limited obligations of the City have bakme
and performed, and the execution and delivery efitidenture and the issuance of the Bonds, sutgect
the terms thereof, in all respects have been dulyaized; and

E. WHEREAS, the Code (as defined herein) and thela¢éions and rulings promulgated
with respect thereto and the Act prescribe thaugeeand operation of the Project be restrictezkitain
respects and in order to ensure that the Projdttbei acquired, rehabilitated, used and operated in
accordance with the Code and the Act, the City thed Owner have determined to enter into this
Regulatory Agreement in order to set forth certtlarms and conditions relating to the acquisition,
rehabilitation and operation of the Project.

AGREEMENT
NOW, THEREFORE, in consideration of the mutual cav@s and undertakings set forth herein,

and for other good and valuable consideration, rieeipt and sufficiency of which hereby are
acknowledged, the City and the Owner agree aswsllo
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1. Definitions and Interpretation. Capitalizedsrused herein have the meanings assigned
to them in this Section 1, unless the context ifrctvithey are used clearly requires otherwise:

“Act” - The Charter of the City, Article | of Chagt 43 of the Administrative Code of the City
and County of San Francisco Municipal Code andpgdicable, Chapter 7 of Part 5 of Division 31 o t
Health and Safety Code of the State of Califoras,now in effect and as it may from time to time
hereafter be amended or supplemented.

“Adjusted Income” - The adjusted income of a per@ogether with the adjusted income of all
persons of the age of 18 years or older who inten@side with such person in one residential wat)
calculated in the manner prescribed pursuant taid®e8 of the Housing Act, or, if said Section 8 is
terminated, as prescribed pursuant to said Se8tiomnmediately prior to its termination or as othisav
required under Section 142 of the Code and the Act.

“Affiliated Party” - (a)a Person whose relatioishwith the Owner would result in a
disallowance of losses under Section 267 or 70@{kthe Code, (b) a Person who together with the
Owner are members of the same controlled grouppgdozations (as defined in Section 1563(a) of the
Code, except that “more than 50 percent” shall disstituted for “at least 80 percent” each place it
appears therein), (c) a partnership and each ghitsiers (and their spouses and minor childrergseh
relationship with the Owner would result in a disaiance of losses under Section 267 or 707(b) ®f th
Code, and (d) an S corporation and each of itsebladders (and their spouses and minor children)seho
relationship with the Owner would result in a disalance of losses under Section 267 or 707(b) ®f th
Code.

“Annual Monitoring Report” has the meaning set fiart Section 5(1).

“Area” - The HUD Metro Fair Rent Market Area (HMFAQr successor area determined by HUD
in which the Project is located.

“Authorized Owner Representative” - Any person vétdhe time and from time to time may be
designated as such, by written certificate furristeethe City and the Trustee containing the spegim
signature of such person and signed on behalfeoOtlvner by the General Partner, which certificadég m
designate an alternate or alternates.

“Bond Counsel” — (i) Quint & Thimmig LLP, (ii) Gara Hernandez Sawhney, LLP, or (iii) an
attorney or other firm of attorneys of nationakcognized standing in matters pertaining to thesisee,
sale and delivery of bonds issued by states anid pladitical subdivisions including as the context
requires matters pertaining to the Act and the Cadh® is selected by the City and duly admittedhi
practice of law before the highest court of thetésta

“Bonds” - City and County of San Francisco MultiftynHousing Revenue Bonds (Columbia
Park Apartments), Series 2016A, issued pursuatietindenture.

“CDLAC" - The California Debt Limit Allocation Comittee.

“CDLAC Requirements” - The requirements described Section 7 of this Regulatory
Agreement.

“CDLAC Resolution” - The Resolution described incBen 7 of this Regulatory Agreement.
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“Certificate of Continuing Program Compliance” -& Rertificate with respect to the Project to
be executed by an Authorized Owner Representativk filed by the Owner with the City and the
Program Administrator, which shall be substantiallyhe form attached to this Regulatory Agreenant
Exhibit D, or such other form as is provided by @igy.

“Certificate of Preference” - A residential Cerntdite of Preference issued by the City pursuant to
the City’s Certificate of Preference Program, athier described in attached Exhibit J.

“City” - The City and County of San Francisco, @ailnia.
“Closing Date” - The date of issuance of the Bormsng March , 2015.

“Code” - The Internal Revenue Code of 1986, adfiece on the date of issuance of the Bonds or
(except as otherwise referenced herein) as it rmagnieended to apply to obligations issued on the afat
issuance of the Bonds, together with applicableptaary and final regulations promulgated, and
applicable official public guidance published, unttee Code.

“Commercial Space” — The portion of the Site iimded to be used for retail space.

“Completion Certificate” - The certificate of congpion of the rehabilitation of the Project
required to be executed by an Authorized Owner &aprtative and delivered to the City and the
Servicer by the Owner pursuant to Section 2(d) it tRegulatory Agreement, which shall be
substantially in the form attached to this Regulatsgreement as Exhibit C.

“Completion Date” - The date of completion of thlehabilitation of the Project, as that date shall
be certified as provided in Section 2(d) of thiggRatory Agreement.

“CTCAC” - The California Tax Credit Allocation Conittee.

“EAHP Certificate Holder” a person or householdtthas been issued a certificate under the
Ellis Act Housing Preference Program, as furthexcdeed in Exhibit J.

“Facilities” - The multifamily buildings, structuseand other improvements on the Site to be
acquired, rehabilitated and equipped with procedédlke Loan, and all fixtures and other propertyned
by the Owner and located on the Site, or used imection with, such buildings, structures and other
improvements.

“General Partner” - Mercy Housing Calwest, a Caiifa nonprofit public benefit corporation,
and/or any other Person that the partners of Ovwmign, the prior written approval of Servicer (toeth
extent required pursuant to the Loan Agreement)e Isalected to be a general partner of Owner and an
successor general partner of the Owner, in eadah toathe extent permitted under the Loan Agreement
and hereunder.

“Holder” - The Person who is the registered owrfeahe Bonds.

“Housing Act” - The United States Housing Act of3I® as amended.

“Housing Law” - Chapter 7 of Part 5 of Division 81 the California Health and Safety Code, as
amended.
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“HUD” - The United States Department of Housing asdban Development, its successors and
assigns.

“Income Certification Form” — A fully completed anexecuted Income Certification Form
substantially in the form attached to this Regulatdgreement as Exhibit B, or such other form ay ma
be provided by the City.

“Indenture” - The Trust Indenture, of even datechéth, between the City and the Trustee.
“Inducement Date” — October 8, 2015, the effectiaée of the Inducement Resolution.

“Inducement Resolution” - Resolution No. 357-15ppitd by the Board of Supervisors of the
City on September 29, 2015 and approved by the Magdhe Inducement Date, indicating its intention
to issue tax-exempt obligations to finance a partibthe costs of the Project.

“Investor Limited Partner” — NHT Equity, an Ohianlited liability company, and any successor
investor limited partner of the Owner.

“Loan” - The loan of the proceeds of the Bonds m#&mehe Owner pursuant to the Loan
Agreement to provide financing for the acquisitaord rehabilitation of the Project.

“Loan Agreement” - The Loan Agreement, of even datecwith, among the City, the Trustee
and the Owner, pursuant to which the Loan was made.

“Low Income Tenant” - Any Tenant whose Adjusteddnme does not exceed sixty percent (60%)
of the Median Income for the Area. Occupants wadl fail to be treated as Low Income Tenants merely
because such occupants are or will be full timdestts during five calendar months of the caleneéary
at an educational institution (other than a comesggnce school) with regular faculty and students,
provided such students in the unit (1) are reogidassistance under title 1V of the Social Secukity
(including AFDC/TANF) or the Job Training PartnegsiAct or under similar Federal, State, or local
laws, or were previously under the care and plac¢mesponsibility of the State agency responsibte f
administering a plan under Part B or part E oétitf of the Social Security Act (foster care assise),
or (2) are married and entitled to file a jointuret, or (3) are single parents and their childeerd neither
the parent nor the children are dependents of antdélxpayer. The determination of a Tenant’s statu
a Low Income Tenant shall initially be made to @wner on the basis of the Income Certification Form
(a form of which is attached hereto_as Exhibit B¢@ited by the Tenant upon such Tenant's occupancy
of a unit in the Project and upon annual receetfan thereafter.

“Low Income Units” - The dwelling units in the Peat required to be rented to, or designated for
occupancy by, Low Income Tenants pursuant to Sedtiof this Regulatory Agreement.

“Median Income for the Area” - means the mediarsgrimcome for the Area, as determined in a
manner consistent with determinations of area nmegiass income under Section 8 of the Housing Act
and Section 3009a of the Housing and Economic Regodct of 2008 or, if said Section 8 is terminated
as prescribed pursuant to said Section 8 immegiggdr to its termination or as otherwise required
under Section 142 of the Code and the Act, inclgdidjustments for household size and high housing
cost area.

“Mortgage” - The Construction and Permanent Deedrofst with Assignment of Leases and
Rents, Security Agreement and Fixture Filing, ddtedeference purposes as of the date hereofue@c

4832-6073-9372 4



by the Owner and granting a first lien on the Rsbjer the benefit of the City and assigned to the
Trustee, including any amendments and supplemieatstbd as permitted by the Indenture.

“Owner” — Mercy Housing California 67, L.P., a Galinia limited partnership, and its permitted
successors and assigns.

“Partnership Agreement” - The Amended and Restaigceement of Limited Partnership
relating to Owner, by and among the General Pagndrthe Investor Limited Partner.

“Permitted Encumbrances” - Has the definition giteiit in the Mortgage.

“Program Administrator” - A governmental agency/imancial institution, a certified public
accountant, an apartment management firm, a matgagurance company or other business entity
performing similar duties or otherwise experiengethe administration of restrictions on bond finad
multifamily housing projects, which shall be thaydnitially and, at the City’s election, any othgerson
or entity appointed by the City who shall entepian administration agreement in a form acceptable
the City.

“Project” - The portion of the Facilities constitug a multifamily rental housing development
and the portion of the common areas and the Sitesgde or allocated for use by the Tenants arideet
managers. For the purposes of this Regulatory exgeat, “Project” does not include the Commercial
Space.

“Project Costs” - To the extent authorized by thad€ the Regulations and the Act, any and all
costs incurred by the Owner with respect to theéhation of the residential component of the jBcg
whether paid or incurred prior to or after the lodmnent Date, including, without limitation, costs §ite
preparation, the planning of housing and relatedities and improvements, the acquisition of pnype
the removal or demolition of existing structurdse rehabilitation of housing and related facilitaasd
improvements, and all other work in connection ¢leth, and all costs of financing, including, witlio
limitation, the cost of consultant, accounting d&egial services, other expenses necessary or iriciden
determining the feasibility of the Project, contmats and Owner’s overhead and supervisors’ feek an
costs directly allocable to the Project, administeaand other expenses necessary or incidenteo th
Project and the financing thereof (including reimgmment to any municipality, county or entity for
expenditures made for the Project), and interestuad during rehabilitation and prior to the Contiple
Date. Project Costs do not include costs incurrigh rgspect to the Commercial Space.

“Qualified Project Costs” - The Project Costs inmedrafter the date which is sixty (60) days prior
to the Inducement Date and that are chargeableapital account with respect to the Project falefal
income tax and financial accounting purposes, arlevbe so chargeable either with a proper eledtipn
the Owner or but for the proper election by the ®wio deduct those amounts, within the meaning of
Treasury Regulations Section 1.103-8(a)(1); prayideowever, that only such portion of the interest
accrued during rehabilitation of the Project shwalhstitute a Qualified Project Cost as bears tmeesa
ratio to all such interest as the Qualified Proféosts bear to all Project Costs, and providedéurthat
such interest shall cease to be a Qualified Pr@est on the Completion Date, and provided stitiHer
that if any portion of the Project is being consted by an Affiliated Party (whether as a general
contractor or a subcontractor), “Qualified Proj€dsts” shall include only (a) the actual out-of-keic
costs incurred by such Affiliated Party in connectvith the rehabilitation of the Project (or aryrion
thereof), (b) any reasonable fees for superviseryices actually rendered by the Affiliated Padpnd
(c) any overhead expenses incurred by the AffilidBarty which are directly attributable to the work
performed on the Project, and shall not include, dgample, intercompany profits resulting from
members of an affiliated group (within the meanofgSection 1504 of the Code) participating in the

4832-6073-9372 5



rehabilitation of the Project or payments receilsgdsuch Affiliated Party due to early completiontioé
Project (or any portion thereof). Qualified Praj€osts do not include Costs of Issuance (as difime
the Indenture) or costs of any Commercial Space.

“Qualified Project Period” - The period beginning the Closing Date and ending on the later of
the following:

(@ the date that is thirty (30) years after théedan which at least fifty percent
(50%) of the units in the Project are first occapiiellowing the Completion Date;

(b) the first date on which no tax-exempt privatéivity bonds with respect to the
Project are Outstanding;

(© the date on which any assistance provided wadpect to the Project under
Section 8 of the Housing Act terminates;

(d) the date that is fifty-five (55) years afteet@ilosing Date; or
(e) such later date as may be provided in Secti@nSection 7 hereof.

“Regulations” - The income tax regulations promteghby the United States Department of the
Treasury pursuant to the Code from time to time.

“Regulatory Agreement” - This Regulatory Agreemantl Declaration of Restrictive Covenants,
together with any amendments hereto or supplentemeof.

“Restricted Unit” — A Low Income Unit or a Very Lowncome Unit, as further specified in
Section 4(a) hereof.

“Servicer” — Silicon Valley Bank, and its succesaad assigns.

“Site” - The parcel or parcels of real property adsed in_Exhibit A, which is attached hereto,
and all rights and appurtenances thereto, and iohwthe Owner has a fee interest.

“State” - The State of California.

“Tax Certificate” — Collectively, the Certificatesao Arbitrage of the City, dated the date of
issuance of the Bonds, executed and delivered éyCity and the Owner, as amended or supplemented
from time to time, and the Certificate RegardingeUd Proceeds of the Borrower, dated the date of
issuance of the Bonds, as amended or supplemeantadifme to time.

“Tenant” - At any time of determination thereof]| gkersons who together occupy a single
residential unit in the Project, and upon the oetuy of a unit by any individual in addition to the
previous Tenant of such unit, such unit shall bentled to be occupied by a new Tenant.

“Trustee” — Shall have the meaning assigned to gerch in the Indenture.
“Very Low Income Tenant” - Any Tenant whose Adgdtincome does not exceed fifty percent
(50%) of the Median Income for the Area; providadwever, if all the occupants of a unit are stuslent

(as defined under Section 152(f)(2) of the Code)pne of whom is entitled to file a joint returndem
Section 6013 of the Code, such occupants shallqualify as Very Low Income Tenants. The
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determination of a Tenant’s status as a Very Losoine Tenant shall initially be made by the Owner on
the basis of an Income Certification Form (a foriwbich is attached hereto as Exhibit B) executed b
the Tenant upon such Tenant's occupancy of a unithé Project and upon annual recertification
thereafter.

“Very Low Income Units” - The dwelling units in thBroject required to be rented to, or
designated for occupancy by, Very Low Income Temgmirsuant to Section 4 of this Regulatory
Agreement.

Unless the context clearly requires otherwise,seslun this Regulatory Agreement, words of the
masculine, feminine or neuter gender used in tliguRitory Agreement shall be construed to include
each other gender when appropriate and words afitigeilar number shall be construed to include the
plural number, and vice versa, when appropriatdis Regulatory Agreement and all the terms and
provisions hereof shall be construed to effecttimepurposes set forth herein and to sustain thditya
hereof.

The defined terms used in the preamble and reaifathis Regulatory Agreement have been
included for convenience of reference only, and mieaning, construction and interpretation of all
defined terms shall be determined by referencéitoSection 1 notwithstanding any contrary defamiti
in the preamble or recitals hereof. The titles haddings of the sections of this Regulatory Agres®m
have been inserted for convenience of referenagge and are not to be considered a part hereof haltl s
not in any way modify or restrict any of the termsprovisions hereof or be considered or given any
effect in construing this Regulatory Agreement ny @rovisions hereof or in ascertaining intentanfy
guestion of intent shall arise.

The parties to this Regulatory Agreement acknowdetitat each party and their respective
counsel have participated in the drafting of theyBatory Agreement. Accordingly, the parties adhed
any rule of construction to the effect that amtiggiare to be resolved against the drafting petrgl not
apply in the interpretation of this Regulatory Agmeent or any supplement or exhibit hereto

2. Acquisition and Rehabilitation of the Projecthe Owner hereby represents, as of the
date hereof, and covenants, warrants and agrdeloass:

(@) The Owner has incurred, or will incur withink €6) months after the Closing
Date, a substantial binding obligation to a thimitp to commence the rehabilitation of the
Project, pursuant to which the Owner is or will dddigated to expend an amount equal to or
greater than (i) five percent (5%) of the maximuingipal amount of the Bonds or (ii) $100,000.

(b) The Owner’s reasonable expectations respettimgotal cost of rehabilitation of
the Project and the disbursement of Bond proceedacurately set forth in the Tax Certificate,
which has been delivered to the City on the Clof)atg.

(© The Owner will proceed with due diligence tongmete the acquisition and
rehabilitation of the Project and expects to exp#redmaximum authorized amount of the Loan
for Project Costs within three (3) years of thesiig Date.

(d) On the Completion Date the Owner will submitthe City and the Servicer a
duly executed and completed Completion Certificate.

(e) Reserved.
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(9) Money on deposit in any fund or account in awgtion with the Bonds, whether
or not such money was derived from other sourdes| sot be used by or under the direction of
the Owner in a manner which would cause the Boadet‘arbitrage bonds” within the meaning
of Section 148 of the Code, and the Owner spetlifieagrees that the investment of money in
any such fund shall be restricted as may be nemgessarevent the Bonds from being “arbitrage
bonds” under the Code.

(h) The Owner (and any person related to it withim meaning of Section 147(a)(2)
of the Code) will not take or omit to take any antif such action or omission would in any way
cause the proceeds from the sale of the Bonds tappdied in a manner contrary to the
requirements of the Indenture, the Loan Agreemettiis Regulatory Agreement.

0] On or concurrently with the final draw of th@&n by the Owner, the expenditure
of such draw, when added to all previous drawshefltoan, will result in not less than ninety-
seven percent (97%) of all disbursements of Loaageds having been used to pay or reimburse
the Owner for Qualified Project Costs and less thaenty-five percent (25%) of all
disbursements having been used to pay for the sitiquiof land or any interest therein.

()] The statements made in the various certificatelsvered by the Owner to the
City on the Closing Date are true and correct.

(K) All of the amounts received by the Owner frame proceeds of the Bonds and
earnings from the investment of such proceedsbelused to pay Project Costs; and no more
than two percent (2%) of the proceeds of the Baiddl be used to pay issuance costs of the
Bonds, within the meaning of Section 147(g) of Guale.

()] The Owner will not knowingly take or permit, @mit to take or cause to be
taken, as is appropriate, any action that woulceesly affect the exclusion from gross income
of the Holder for federal income tax purposes efitiierest on the Bonds (other than with respect
to interest on any portion thereof for a periodimigimwhich such portion is held by a “substantial
user” of any facility financed with the proceedstioé Bonds or a “related person,” as such terms
are used in Section 147(a) of the Code), andstfiduld take or permit, or omit to take or cause to
be taken, any such action, it will take all lawhdtions necessary to rescind or correct such
actions or omissions promptly upon obtaining knalgks thereof.

(m) The Owner will take such action or actions asy/rbe necessary, in the written
opinion of Bond Counsel to the City, to comply yulvith the Act, the Code and all applicable
rules, rulings, policies, procedures, Regulations other official statements promulgated,
proposed or made by the Department of the Treasumhe Internal Revenue Service to the
extent necessary to maintain the exclusion fronsgiocome of the Holder for federal income
tax purposes of the interest on the Bonds (othan thith respect to interest on any portion of
thereof for a period during which such portion eEdhby a “substantial user” of any facility
financed with the proceeds of the Bonds or a “eslaperson,” as such terms are used in
Section 147(a) of the Code).

(n) The Owner agrees to expend towards the retattml of the Project (such
expenditures to constitute “rehabilitation expemdis” as defined in Section 147(d) of the Code),
within two (2) years of the Closing Date, an amoainieast equal to fifteen percent (15%) of the
proceeds of the Bonds used to acquire the buildizgd equipment) comprising the Project.
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(o) No portion of the proceeds of the Bonds shallused to provide any airplane,
skybox or other private luxury box, health clubiligg facility primarily used for gambling, or
store the principal business of which is the sdlelooholic beverages for consumption off
premises. No portion of the proceeds of the Bohadl e used for an office unless the office is
located on the premises of the facilities constituthe Project and unless not more thatea
minimis amount of the functions to be performed at suditeis not related to the day-to-day
operations of the Project.

(p) In accordance with Section 147(b) of the Cdde, average maturity of the Bonds
does not exceed 120% of the average reasonablyctexpeemaining economic life of the
facilities being financed by the Bonds.

(@) The Owner hereby incorporates herein, astiffeeh in full herein, each of the
representations, covenants and warranties of theeDeontained in the Tax Certificate.

(r) The Owner shall comply with all applicable veg@ments of Section 65863.10 of the
California Government Code, including the requirataefor providing notices in Sections (b),
(c), (d) and (e) thereof, and with all applicaldguirements of Section 65863.11 of the California
Government Code.

3. Qualified Residential Rental Property. The Omimereby acknowledges and agrees that
the Project will be owned, managed and operatea ‘@gialified residential rental project” (withingh
meaning of Section 142(d) of the Code). The Cigreby elects to have the Project meet the
requirements of Section 142(d)(1)(B) of the Codeal dhe Owner hereby elects to comply with
Section 142(d)(1)(B) of the Code as it appliesh® Project and the Bonds. To that end, and foteima
of this Regulatory Agreement, the Owner hereby espnts, as of the date hereof, and covenants,
warrants and agrees as follows:

(a) The Project is being acquired and rehabilitéfiedthe purpose of providing
affordable multifamily residential rental propergnd the Owner shall own, manage and operate
the Project as a project to provide multifamilyidestial rental property comprised of a building
or structure or several interrelated buildings touctures, together with any functionally related
and subordinate facilities, and no other facilities accordance with applicable provisions of
Section 142(d) of the Code and Section 1.103-8fb}he Regulations, and the Act, and in
accordance with such requirements as may be imghseeby on the Project from time to time.

(b) All of the residential dwelling units in thedpect are, and will continue to be,
similarly constructed units, and, to the extenturegfl by the Code and the Regulations, each
residential dwelling unit in the Project contaiasd will continue to contain, complete separate
and distinct facilities for living, sleeping, eajincooking and sanitation for a single person or a
family, including a sleeping area, bathing and tsaioin facilities and cooking facilities equipped
with a cooking range (which may be a countertogkaprange), refrigerator and sink.

(© None of the residential dwelling units in theject will at any time be used on a
transient basis (e.g., subject to leases thatagethan thirty (30) days duration and including us
as a corporate suite), or be used as a hotel, nddahitory, fraternity house, sorority house,
rooming house, nursing home, hospital, sanitarn@st, home, retirement house or trailer court or
park.

(d) No part of the Project will at any time be ownas a condominium or by a
cooperative housing corporation, nor shall the Qwiadke any steps in connection with a
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conversion to such ownership or uses. Other tHatairing a final subdivision map on the
Project and a Final Subdivision Public Report fribva California Department of Real Estate, the
Owner shall not take any steps in connection witomversion of the Project to a condominium
ownership except with the prior written opinionBdnd Counsel that the interest on the Bonds
will not become includable in gross income of thadér for federal income tax purposes thereby
under Section 103 of the Code.

(e) All of the residential dwelling units in thedpect will be available for rental on a
continuous basis to members of the general publicthe Owner will not give preference to any
particular class or group in renting the residérdiaelling units in the Project, except to the
extent required by (i) this Regulatory Agreemeiit,any regulatory or restrictive use agreement
to which the Project is subject pursuant to Sectd@nof the Code, (iii) any additional tenant
income and rent restrictions imposed by any otadefal, State or local governmental agencies,
and (iv) any other legal or contractual requiremmesttexcepted by clauses (i) through (iii) of this
paragraph, upon receipt by the Owner, the Trustdetee City of an opinion of Bond Counsel to
the effect that compliance with such other requaetwill not adversely affect the tax-exempt
status of interest on the Bonds.

() The Site consists of a parcel or parcels thatcantiguous and all of the Facilities
will comprise a single geographically and functibnantegrated project for residential rental
property (including the portions of the common araliocated to the Project), as evidenced by
the ownership, management, accounting and operatithire Project.

(9) No residential dwelling unit in the Project Bhiae occupied by the Owner.
Notwithstanding the foregoing, if the Project cansafive or more residential dwelling units, this
subsection shall not be construed to prohibit oanap of residential dwelling units by one or
more resident managers or maintenance personnfavilyom may be the Owner; provided that
the number of such managers or maintenance peds@mot unreasonable given industry
standards in the area for the number of residedivalling units in the Project.

(h) The Owner shall not discriminate on the basisaoe, creed, religion, color, sex,
source of income (e.g., TANF, Section 8 or SSlygital disability (including HIV/AIDS), age,
national origin, ancestry, marital or domestic partstatus, sexual preference or gender identity
in the rental, lease, use or occupancy of the Braein connection with the employment or
application for employment of persons for the camgton, operation and management of the
Project, except to the extent required hereby.

® Should involuntary noncompliance with the pighs of Section 1.103-8(b) of
the Regulations be caused by fire, seizure, ragunsiforeclosure, transfer of title by deed irulie
of foreclosure, change in a federal law or an actb a federal agency after the Closing Date
which prevents the City from enforcing the requiesnts of the Code and the Regulations, or
condemnation or similar event, the Owner covenahtd, within a “reasonable period”
determined in accordance with the Regulations,iliteither prepay the Bonds or, if permitted
under the provisions of the Mortgage and the Inglentapply any proceeds received as a result
of any of the preceding events to reconstruct thejeBt to meet the requirements of
Section 142(d) of the Code and the Regulations.

()] The Owner agrees to maintain the Project, aiseahe Project to be maintained,
during the term of this Regulatory Agreement (ipimeasonably safe condition and (ii) in good
repair and in good operating condition, ordinaryawand tear excepted, making from time to
time all necessary repairs thereto and renewalsrepldcements thereof such that the Project
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shall be in substantially the same condition atiales as the condition it is in at the time of the
completion of the rehabilitation of the Projecttwihe proceeds of the Bonds, ordinary wear and
tear excepted. Notwithstanding the foregoing, then&’s obligation to repair or rebuild the
Project in the event of casualty or condemnatioallsbe subject to the terms of the Loan
Agreement and the Mortgage.

(K) The Project has, and will continue to have ré§idential dwelling units located
in one building, and one dwelling unit is, and witintinue to be, a manager’s unit.

()] The Owner will not sell dwelling units withimé Project.

4, Restricted Units. The Owner hereby represeagsof the date hereof, and warrants,
covenants and agrees as follows:

(@ Income and Rent Restrictions. In addition e tequirements of Section 5,
hereof, the Project shall comply with the incomd gt restrictions of this Section 4(a), and any
conflict or overlap between any two or more of spobwvisions shall be resolved in favor of the
most restrictive of such provisions, that is, imdaof the lowest income and rent restrictions.

)] Very Low Income Units. At least twenty (20) itsrin the Project
(excluding the manager's unit) shall be rented tal aontinuously occupied by
households who qualify as Very Low Income Tenafitee monthly rent charged for all
the Very Low Income Units shall not exceed one-tikebf the amount obtained by
multiplying 30% times 50% of the Median Income floe Area.

(i) Low Income Units. At least twenty-nine (29nits in the Project
(excluding the manager's unit) shall be rented ta aontinuously occupied by
households who qualify as Low Income Tenants. Tlathly rent charged for all the
Low Income Units shall not exceed one-twelfth of timount obtained by multiplying
30% times 60% of the Median Income for the Area.

(iii) Income Restrictions Pursuant to the Code.sBant to the requirements
of Section 142(d) of the Code, for the QualifiedjBct Period, not less than forty percent
(40%) of the total number of units in the Projeexdqluding the manager’s unit), or
twenty (20) units, shall be designated as afforgailnits and during the Qualified Project
Period shall be rented to and continuously occubiedow Income Tenants. The Owner
shall satisfy the requirements of this Section@{apy complying with the requirements
of Sections 4(a)(i) and 4(a)(ii), to the extenttseompliance meets the requirements of
Section 142(d)(1)(B) of the Code.

(iv) Income and Rent Restrictions Pursuant to the. APursuant to the
requirements of Section 52080(a)(1)(B) of the Hogdiaw, for the Qualified Project
Period, not less than forty percent (40%) of tht@ltaumber of completed units in the
Project (excluding the manager’'s unit), or twen®)( units, shall be designated as
affordable units and during the Qualified Projeatri®d shall be rented to and
continuously occupied by Low Income Tenants. Pamsto the requirements of Section
52080(a)(1)(B) of the Housing Law, the monthly rehtirged for such units shall not
exceed one-twelfth of the amount obtained by miyitig 30% times 60% of the Median
Income for the Area. The Owner shall satisfy thguirements of this Section 4(a)(iv) by
complying with the requirements of Sections 4(agiid 4(a)(ii), to the extent such
compliance meets the requirements of Section 520@0(B) of the Housing Law.
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(v) CDLAC Requirements. To the extent the income &ent restrictions
contained in the CDLAC Requirements are more @ste than the requirements of
4(a)(i), (ii), (iii) or (iv), above, the Owner sthalomply with the CDLAC Requirements.

Notwithstanding the foregoing provisions of Sectifa)(iii), above, the Owner shall not
be in default under such requirements so long)dbdiOwner uses its best efforts to comply with
such requirements as soon as practicable followhiegClosing Date, and (ii) any unit in the
Project which becomes available for rental follogvthe Closing Date is rented to a Low Income
Tenant as necessary to satisfy the requiremen8ection 4(a)(iii). In no event, however, shall
the Owner fail to comply with the foregoing prowiss of Section 4(a)(iii) by the date which is
one (1) year after the Closing Date

(b) Over-Income Tenants. Notwithstanding the foreggrovisions of Section 4(a),
no Tenant qualifying as a Low Income Tenant or ayVieow Income Tenant upon initial
occupancy shall be denied continued occupancyR¥sricted Unit in the Project because, after
admission, the aggregate Adjusted Income of allafiein the Restricted Unit increases to
exceed the qualifying limit for such Restricted tJni

However, should the aggregate Adjusted Income afiits in a Restricted Unit, as of the
most recent determination thereof, exceed one ledntbrty percent (140%) of the applicable
income limit for such Restricted Unit occupied bg same number of Tenants, the next available
unit of comparable or smaller size must be rente@t held vacant and available for immediate
occupancy by) a Low Income Tenant or a Very Lowome Tenant, as applicable. The unit
occupied by such Tenants whose aggregate Adjusimmirie exceeds such applicable income
limit shall continue to be treated as occupied dyow Income Tenant or a Very Low Income
Tenant, as applicable, for purposes of the requrgsof Section 4(a) hereof unless and until an
available unit of comparable or smaller size igadrto persons other than Low Income Tenants
or Very Low Income Tenants, respectively. Moreowerunit previously occupied by a Low
Income Tenant or a Very Low Income Tenant and tremated shall be considered occupied by a
Low Income Tenant or a Very Low Income Tenant, eesipely, until reoccupied, other than a
reoccupation for a temporary period, at which tithe character of the unit shall be re-
determined. In no event shall such temporary pegixceed thirty-one (31) days. Because all of
the units in the Project (except the manager’s) amé required to be Restricted Units pursuant to
Section 4(a) hereof, each unit that is availabledpt the manager’'s unit) must be rented to a
Low Income Tenant or a Very Low Income Tenant, @siaable.

© Income Certifications. The Owner will obtaggmplete and maintain on file an
Income Certification Form for each Tenant (i) imnaely prior to the initial occupancy of a
Restricted Unit by such Tenant, and (ii) thereafsemually, in each case in the form attached
hereto as Exhibit B, together with such informatidlmcumentation and certifications as are
required therein or by the City, in its discretidm,substantiate the Tenant's Income Certification
Form. In addition, the Owner will provide suchther information as may be required in the
future by the State, CDLAC, the City, the Progrardnfnistrator, or otherwise by the Act,
Section 142(d) of the Code or the Treasury Reguiatias the same may be amended from time
to time, or in such other form and manner as maydagpired by applicable rules, rulings,
policies, procedures or other official statemerd® or hereafter promulgated, proposed or made
by the Department of the Treasury or the InternevdRue Service with respect to obligations
issued under Section 142(d) of the Code.
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(d) Certificate of Continuing Program Complianc@n the Closing Date, and on
each February 1st thereafter (or such other dasbakbe requested in writing by the City or the
Program Administrator) during the term of this Riedory Agreement, the Owner shall advise
the Program Administrator of the status of the parcy of the Project by delivering to the
Program Administrator (with a copy to the Trustee)Certificate of Continuing Program
Compliance (a form of which is attached hereto akiliit D). The Owner shall also timely
provide to the City such information as is requedig the City to comply with any reporting
requirements applicable to it with respect to ttends or the Project under any federal or State
law or regulation, including without limitation, QAC regulations.

(e) Recordkeeping. The Owner will maintain completnd accurate records
pertaining to the Restricted Units, and will peramiy duly authorized representative of the City,
the Program Administrator (if other than the Cityle Trustee, the Department of the Treasury or
the Internal Revenue Service to inspect the bookkracords of the Owner pertaining to the
Project upon reasonable notice during normal bssiteurs, including those records pertaining
to the occupancy of the Restricted Units.

() Annual Certification to Secretary of Treasurfthe Owner shall submit to the
Secretary of the Treasury annually on or beforedM&1 of each year, or such other date as is
required by the Secretary of the Treasury, a cotaglinternal Revenue Service Form 8703, and
shall provide a copy of each such form to the RonegAdministrator and the Trustee. Failure to
comply with the provisions of this paragraph willbgect the Owner to penalty, as provided in
Section 6652(j) of the Code.

(9) Lease Provisions Regarding Income CertificalRamtiance. All leases pertaining
to Restricted Units do and shall contain clausesprey others, wherein each Tenant who
occupies a Restricted Unit: (i) certifies the aecy of the statements made in the Income
Certification, (i) agrees that the family incomedaother eligibility requirements shall be deemed
substantial and material obligations of the tenasfcyuch Tenant, that such Tenant will comply
promptly with all requests for information with pesct thereto from the Owner or the Program
Administrator on behalf of the City, and that tlaldre to provide accurate information in the
Income Certification or refusal to comply with ajoest for information with respect thereto shall
be deemed a violation of a substantial obligatibtine tenancy of such Tenant; (ii) acknowledges
that the Owner has relied on the Income Certificatind supporting information supplied by the
Tenant in determining qualification for occupandytlee Restricted Unit, and that any material
misstatement in such certification (whether intemdil or otherwise) will be cause for immediate
termination of such lease or rental agreement;(agdgrees that the Tenant's income is subject
to annual certification in accordance with Subseci(c) hereof and that failure to cooperate
with the annual recertification process reasonaidituted by the Owner pursuant to Subsection
4(d) above may provide grounds for terminationhef lease.

(h) Maintenance of Tenant Lists and Applicatiordl tenant lists, applications and
waiting lists relating to the Project shall at tsthes be kept separate and identifiable from any
other business which is unrelated to the Projedtsinall be maintained, as required from time to
time by the Program Administrator on behalf of ¢y, in a reasonable condition for proper
audit and subject to examination during normal teess hours by representatives of the Project,
the City or the Trustee. Failure to keep sucls lestd applications or to make them available to
the City or the Trustee shall be a default hereunde

(1) Tenant Lease Subordination. All tenant leasesental agreements shall be
subordinate to this Regulatory Agreement.
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(), No Encumbrance, Demolition or Non-Rental Regid# Use. The Owner shall
not take any of the following actions:

® encumber any portion of the Project or gramtnomercial leases of any
part thereof, or permit the conveyance, transfeemmumbrance of any part of the Project
(except for apartment leases), except (A) purstmnbe provisions of this Regulatory
Agreement and on a basis subordinate to the pom&sif this Regulatory Agreement, to
the extent applicable, (B) upon receipt by the Qwtiee Trustee and the City of an
opinion of Bond Counsel that such action will ndversely affect the tax-exempt status
of interest on the Bonds, or (C) upon a sale, feareg other disposition of the Project in
accordance with the terms of this Regulatory Agresim

(i) demolish any part of the Project or substdhtisubtract from any real or
personal property of the Project (other than indidénary course of business); or

(iii) permit the use of the dwelling accommodatiarfsthe Project for any
purpose except rental residences.

(K) Compliance with Regulatory Agreement. The Oxvsleall exercise reasonable
diligence to comply with the requirements of thisgRlatory Agreement and shall notify the City
within fifteen (15) days, and correct any noncomptie within sixty (60) days, after such
noncompliance is first discovered or would havenbdiscovered by the exercise of reasonable
diligence, unless such noncompliance is not reddpsaisceptible to correction within sixty (60)
days, in which event the Owner shall have suchtadai time as may be reasonably necessary
to effect such correction provided the Owner haaroenced such correction after discovery and
is diligently prosecuting such correction.

5. Additional Requirements of the City.

(@) Minimum Lease Term. The term of the leasedioy Restricted Unit shall be not less
than one (1) year.

(b) Limitation on Rent Increases. Annual rent @ages on a Restricted Unit shall be limited
to the percentage of the annual increase in thikicapfe Median Income for the Area for that UnRent
increases which are permitted but not made in angiear may not be carried forward and made in any
subsequent year. Notwithstanding the foregoing,ttier period commencing on the Closing Date and
ending on the Completion Date, Owner may imposee&tine Rent increase of up to 10% of the then-
current rent for each Tenant currently residingSite as of the Closing Date who are currently pgyin
less than 30% of such Tenant’'s household inconmjiged, however, that any such increase shall not
cause the Tenant's rent to exceed 30% of such Terf@usehold income.

(©) Appointment of Program Administrator. The Owrsmknowledges that the City may
appoint a Program Administrator (other than they)Ciat the sole cost and expense of the City, to
administer this Regulatory Agreement and to morpenformance by the Owner of the terms, provisions
and requirements hereof. In such event, the Osimalt comply with any reasonable request by thg Cit
to deliver to any such Program Administrator, ii&idn to or instead of the City, any reports, ne$ or
other documents required to be delivered pursuargth, and to make the Project and the books and
records with respect thereto available for inspecturing normal business hours with reasonablieaot
by the Program Administrator as an agent of thg.CifThe Owner shall have the right to rely on any
consent or direction given by the Program Admiaistr on the same basis as if given by the City.
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(d) Management Agent. The Owner shall not entes Bty agreement providing for the
management or operation of the Project with anyypather than Mercy Housing Management Group, a
, Without the prior amittonsent of the City, which consent shall not be
unreasonably withheld or delayed.

(e) Certificate of Preference Program. To theefillextent permitted by law, the Owner
shall comply with the City’s Certificate of Prefem Program pursuant to San Francisco Adminisgativ
Code Section 24.8, and attached Exhibit J, to thené such compliance is not in conflict with arther
requirements imposed on the Project pursuant taidded42(d) of the Code, the Act, the CDLAC
Resolution, or CTCAC.

() Nondiscrimination Based on Section 8, HousehSlde, or Source of Income. The
Owner shall accept as tenants, on the same basidl asher prospective tenants, persons who are
recipients of federal certificates or vouchers fent subsidies pursuant to the existing programeund
Section 8 of the Housing Act, or any successor arogor similar State or local governmental assc#an
program. The Owner shall not apply selection geté Section 8 certificate or voucher holderd e
more burdensome than criteria applied to all offrespective tenants and the Owner shall not refuse
rent to any tenant on the basis of household sZersy as such household size does not excee®)wo (
persons for a studio unit; three (3) persons fona-bedroom unit; five (5) persons for a two-bedroo
unit and seven (7) persons for a three-bedroom urtile Owner shall not collect any additional fees
payments from such a tenant except security depositther deposits required of all tenants. Tha€
shall not collect security deposits or other degsdsom Section 8 certificate or voucher holdergxeess
of that allowed under the Section 8 program. Tn€ shall not discriminate against tenant apptgan
on the basis of legal source of income (e.g., TAREéction 8 or SSI), and the Owner shall consider a
prospective tenant’'s previous rent history of asteone year as evidence of the ability to pay the
applicable rent (i.e., ability to pay shall be dermivated if such a tenant can show that the same
percentage or more of the tenant’s income has taesistently paid on time for rent in the past dshe
required to be paid for the rent applicable touh# to be occupied, provided that such tenant{zeses
have not increased materially).

(9) Overincome Provisions after Expiration of Qfiedl Project Period. Notwithstanding the
provisions of Section 4(b), from and after the exfpon of the Qualified Project Period, in the evidrat
Owner’s certification of a Low Income Tenant's ino® or a Very Low Income Tenant's income,
pursuant to Section 4(c), indicates that such t&narcome exceeds one hundred twenty percent (320%
of the Median Income for the Area, the Owner stalninate such lease upon one hundred twenty (120)
days prior written notice to the Tenant, and tlaséefor each Restricted Unit shall contain a steterno
the foregoing effect. Notwithstanding the foregpithe Owner shall not be required to terminate the
Low Income Tenant's or the Very Low Income Tenatdase if any regulation or statute governing the
Project or the financing thereof prohibits the teration of the Tenant’s lease in this manner.

(h) Consideration for Restrictions. It is herebgkrrowledged and agreed that any
restrictions imposed on the operation of the Ptdeein and which are in addition to those imposed
pursuant to Section 142(d) of the Code or the Aetad the request of the Owner, and that the Owaer
voluntarily agreed to such additional restrictiam®rder to obtain financial assistance from thgy @nd
an allocation of private activity bond volume capni CDLAC.

@ Amendment or Waiver by City; Conflicting Proiggs. The requirements of Section
4(a)(i) and (ii) and of Section 5 hereof may be adexl, modified or waived (but not increased or made
more onerous), at the City’s sole discretion, bittem amendment signed by the City and the Owner, o
expressly waived by the City in writing, but no Bugaiver by the City shall, or shall be deemed to,
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extend to or affect any other provision of this Ratpry Agreement except to the extent the City tiad
Trustee have received an opinion of Bond Counstideffect that any such provision is not requisgd
the Code or the Act and may be waived without ashlgraffecting the tax exempt status of interest on
the Bonds, except to the extent held by a “subistamer” of the Project or a “related person” witkhe
meaning of Section 147(a) of the Code. Any reauéet of Section 4(a)(i) and (ii) or Section 5 sl
void and of no force and effect if the City, thauStee and the Owner receive a written opinion aidBBo
Counsel to the effect that compliance with suchuiregnent would be in conflict with the Act or any
other applicable state or federal law.

()] Extension of Qualified Project Period. Notwitasding any other provision herein, the
Qualified Project Period shall not expire earlieart, and the requirements of this Section 5 shaihb
effect until, the date that is fifty-five (55) yeaafter the Closing Date.

(K) Marketing and Tenant Selection Plan. Owner wilhrket the Restricted Units in
accordance with the marketing and tenant selectitam approved by the City, which shall be
substantially in the form attached hereto as ExIbi

)] Annual Reporting. Owner must file with the Ziannual report forms (the "Annual
Monitoring Report”) no later than one hundred twe(#20) days after the end of Borrower's business
year. The Annual Monitoring Report must be in sabsally the form attached as Exhibit | or as fate
modified during the Compliance Term.

6. Additional Requirements of State Law. In aduitio the requirements set forth above,
pursuant to Section 52080 of the Housing Law, tln€ hereby agrees that it shall also comply with
each of the following requirements, in each casette term of this Regulatory Agreement set famth
Section 12 hereof:

(@ Tenants Under Section 8 of the Housing Acte Thwner shall accept as tenants,
on the same basis as all other prospective tenkmsincome persons who are recipients of
federal certificates or vouchers for rent subsigi@suant to the existing program under Section 8
of the Housing Act, and shall not permit any setectcriteria to be applied to Section 8
certificate or voucher holders that is more burdems than the criteria applied to all other
prospective tenants.

(b) Availability on Priority Basis. The Restrictahits shall remain available on a
priority basis for occupancy at all times.

(© Binding Covenants and Conditions. The covenamid conditions of this
Regulatory Agreement shall be binding upon sucessaanterest of the Owner.

(d) Recordation of Regulatory Agreement. This Ratguy Agreement shall be
recorded in the office of the county recorder & @ity and County of San Francisco, California,
and shall be recorded in the grantor-grantee ingheber the names of the Owner as grantor and to
the name of the City as grantee.

(e) Restricted Income Units of Comparable Qualitye Restricted Units shall be of
comparable quality and offer a range of sizes amdlber of bedrooms comparable to those units
which are available to other tenants and shall lstrilduted throughout the Project.
Notwithstanding the foregoing, the parties agres this Section 6(e) shall have no practical
effect because one hundred percent (100%) of tite imthe Project (excluding the manager’s
unit) are required to be Restricted Units purstiar@ection 4(a).
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() Availability Following Expiration of QualifiedProject Period. Following the
expiration or termination of the Qualified Projédtriod, except in the event of foreclosure and
redemption of the Bonds, deed in lieu of foreclesweminent domain, or action of a federal
agency preventing enforcement, units reserveddongancy as required by Section 4(a)(iv) shall
remain available to any eligible Tenant occupyirigestricted Unit at the date of such expiration
or termination, at the rent determined by Subsectdga)(iv), until the earliest of (i) the
household’s income exceeds 120% of the maximunibédigncome specified therein, except as
provided in Section 4(b), (ii) the Tenant voluntarmoves or is evicted for good cause, as
provided in the Housing Law, (iii) 30 years aftbe tdate of the commencement of the Qualified
Project Period, or (iv) the Owner pays any relaratassistance and benefits to households
required by Section 7264(b) of the California Goweent Code.

(9) Availability Preceding Expiration of Qualifieleroject Period. During the three
(3) years prior to the later of (i) the expiratiohthe Qualified Project Period or (ii) the datatth
is 30 years after the date of commencement of thalifizd Project Period, the Owner shall
continue to make available to eligible householdstRcted Units that have been vacated to the
same extent that non-Restricted Units, if anynaaele available to non-eligible households.

(h) Reserved.

® Syndication of the Project. As provided in Seic 52080(e) of the Housing Law,

the City hereby approves the syndication of taxditsewith respect to the Project, pursuant to
Section 42 of the Code, to the Investor Limitedtiar, or any affiliate thereof or successor
thereto, pursuant to the terms of the Partnersigipément. Any syndication of tax credits with
respect to the Project to an affiliate of the Inged.imited Partner shall not require the prior
written approval of the City if the Partnership Agment will not be amended, modified or
supplemented in connection with such syndicatisayiped, however, that the Investor Limited
Partner shall provide to the City, at least fivg lffisiness days prior to the effective date of any
such syndication, written notice of such syndiaatertifying that no amendment, modification
or supplement to the Partnership Agreement wikktbected in connection with such syndication,
together with copies of any assignments of limjpadtnership interests and any other syndication
documents. Any other syndication of the Projeetldbe subject to the prior written approval of
the Director of the Mayor’s Office of Housing an@dr@munity Development of the City, which
approval shall be granted only after the City detees that the terms and conditions of such
syndication (i) shall not reduce or limit any oetrequirements of the Act or regulations adopted
or documents executed pursuant to the Act, (ii)l sted cause any of the requirements set forth in
this Section 6 to be subordinated to the syndinatigreement, and (iii) shall not result in the
provision of fewer Restricted Units, or the redactiof any benefits or services, than were in
existence prior to the syndication agreement.

7. CDLAC Reqguirements. The Owner hereby agredsthieaacquisition, rehabilitation and
operation of the Project and the financing theieadnd shall be in compliance with the conditioas s
forth in Exhibit A to CDLAC Resolution No. 15-154dopted on December 16, 2015, attached hereto as
Exhibit F (the “CDLAC Resolution”), which conditign(the “CDLAC Requirements”) are incorporated
herein by this reference and made a part herebé Qwner shall annually on March 1, and as otherwis
requested by CDLAC, prepare and submit to the &igertificate of Compliance in substantially the
form attached hereto as Exhibit G, executed by athétized Owner Representative.

8. Indemnification. The Owner hereby releasesGhg, the Servicer and their respective
officers, members, directors, officials and empks/érom, and covenants and agrees to indemnifg, hol
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harmless and defend the City and the Servicer lamdfficers, members, directors, officials, ageartd
employees of each of them (collectively, the “Indéied Parties,” and each an “Indemnified Party”)
from and against any and all claims, losses, cdstfiages, demands, expenses, taxes, suits, judgment
actions and liabilities of whatever nature, joimdaseveral (including, without limitation, costs of
investigation, reasonable attorneys’ fees, litgatand court costs, amounts paid in settlement, and
amounts paid to discharge judgments), directlyhdirectly (a) by or on behalf of any person arisiram

any cause whatsoever in connection with transaxtamtemplated hereby or otherwise in connection
with the Project, the Bonds, the Loan or the useeibf, or the execution or amendment of any doctimen
relating thereto; (b) arising from any cause whewso in connection with the approval of financimgy f
the Project or the making of the Loan or otherwiseluding without limitation, any advances of the
Loan, or any failure by the Holder to make any axbeaof the purchase price of the Bonds; (c) arising
from any act or omission of the Owner or any of aigents, servants, employees or licensees, in
connection with the Loan or the Project; (d) agsin connection with the issuance and sale, resale
reissuance of any bonds or any certifications pragentations made by any person other than teoCit
the party seeking indemnification in connectiorréindth and the carrying out by the Owner of anyhef
transactions contemplated by the Indenture, thenLAgreement and this Regulatory Agreement;
(e) arising in connection with the operation of Br@ject, or the conditions, environmental or otlise,
occupancy, use, possession, conduct or managerhevdrk done in or about, or from the planning,
design, acquisition, installation, or constructainthe Project or any part thereof; and (f) agsout of or

in connection with the exercise by the Trustee her $ervicer of their powers or duties under the
Indenture, the Loan Agreement, this Regulatory Agrent or any other agreements in connection
therewith to which either of them is a party; pded, however, that this provision shall not reqtire
Owner to indemnify (i) the Servicer from any clainessts, fees, expenses or liabilities arising ftom
negligence or willful misconduct of the Servicer, () the City for any claims, costs, fees, expnsr
liabilities arising solely from the willful miscondt of the City. In the event that any action or
proceeding is brought against any Indemnified Paity respect to which indemnity may be sought
hereunder, the Owner, upon written notice fromltitemnified Party, shall assume the investigatioth a
defense thereof, including the engagement of cdwadected by the Indemnified Party; and the Owner
shall assume the payment of all fees and experta®sd thereto, with full power to litigate, comprise

or settle the same in its discretion; provided thatindemnified Party shall have the right to egwiand
approve or disapprove any such compromise or seitie  Notwithstanding the foregoing, no
indemnification obligation shall give rise to anlightion to pay principal and interest on the Loahjch

is not otherwise set forth in the Indenture, thah.dgreement, the Bonds or any other agreemertingla
to the Bonds.

The Owner also shall pay and discharge and shdginmify and hold harmless the City and the
Servicer from (i) any lien or charge upon paymditshe Owner to the City and the Servicer hereunder
and (ii) any taxes (including, without limitatiomJl ad valorem taxes and sales taxes), assessments,
impositions and other charges in respect of anyigroof the Project. If any such claim is assertad
any such lien or charge upon payments, or any Bu@s, assessments, impositions or other charges, a
sought to be imposed, the City or the Servicer gfiad prompt notice to the Owner, and the Owneish
have the sole right and duty to assume, and vsliag, the defense thereof, including the engageaient
counsel approved by the Indemnified Party in suahys reasonable discretion, provided that if the
Indemnified Party is the City, the selection of osel rests in the sole discretion of the City Atey, and
shall assume the payment of all expenses relatzdtth with full power to litigate, compromise attie
the same in its discretion; provided that the Indidied Party shall have the right to review and rapp
or disapprove any such compromise or settlemdrda. pbtential conflict exists between Owner’s dsfen
and the interests of an Indemnified Party, therhduademnified Party shall have the right to engage
separate counsel in any such action or proceedidgarticipate in the investigation and defenseetbie
and the Owner shall pay the fees and expensexbfsgparate counsel.
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Notwithstanding any transfer of the Project to arotOwner in accordance with the provisions
of Section 11 of this Regulatory Agreement, the @wshall remain obligated to indemnify the City
pursuant to this Section 8 if such subsequent Ovailsrto so indemnify the City, unless at the tiofe
transfer the City has consented to the transféra@xtent such consent is required hereunder.

The provisions of this Section 8 shall survive tieem of the Bonds and this Regulatory
Agreement.

The obligations of the Owner under this Section m@ependent of any other contractual
obligation of the Owner to provide indemnity to imelemnified Parties or otherwise, and the oblati
of the Owner to provide indemnity hereunder shatllre interpreted, construed or limited in lightaofy
other separate indemnification obligation of the l@w The Indemnified Party shall be entitled
simultaneously to seek indemnity under this Sectiod any other provision under which it is entitted
indemnity.

In addition thereto, the Owner will pay upon demaiidf the fees and expenses paid or incurred
by the Indemnified Parties in enforcing the prasts hereof.

9. Consideration. The City has issued the Bondsraade the Loan to provide funds for
the purpose of financing the Project, all for theegmse, among others, of inducing the Owner to iaegu
construct, equip and operate the Project. In denation of the making of the Loan by the City, the
Owner has entered into this Regulatory Agreemedtras agreed to restrict the use of the Projethen
terms and conditions set forth herein.

10. Reliance. The City and the Owner hereby releegand agree that the representations,
warranties, covenants and agreements set fortlinhaiaey be relied upon by all persons interestetthén
legality and validity of the Bonds, and in the esgtbn from gross income for federal income tax pegs
of the interest on the Bonds. In performing itsiekiand obligations hereunder, the City may rglgru
statements and certificates of the Owner, the Liogorine Tenants and the Very Low Income Tenants,
and upon audits of the books and records of theddyartaining to the Project. In addition, theyCit
may consult with counsel, and the opinion of suctinsel shall be full and complete authorization and
protection in respect of any action taken or seffidoy the City hereunder in good faith and in comity
with such opinion.

11. Sale or Transfer of the Project. The Owneerids to hold the Project for its own
account, has no current plans to sell, transfeotberwise dispose of the Project, except as otlserwi
expressly provided herein, and hereby covenantsagreks not to sell, transfer or otherwise dispdse
the Project, or any portion thereof (other thanifatividual tenant use as contemplated hereunder) o
interest therein, including any interest in the @wrwithout obtaining the prior written consenttbé
City, which consent shall not be unreasonably vettih and receipt by the City of (i) evidence
satisfactory to the City that the Owner’s purchasetransferee has assumed in writing and in fo#,
Owner’s duties and obligations under this Regulatdgreement, (ii) an opinion of counsel of the
transferee that the transferee has duly assumeahlgations of the Owner under this Regulatory
Agreement and that such obligations and this RégylaAgreement are binding on the transferee,
(i) evidence acceptable to the City that eith@) the purchaser or assignee has experience in the
ownership, operation and management of rental hgysiojects in the City such as the Project without
any record of material violations of discriminatigestrictions or other state or federal laws oufagpns
applicable to such projects, or (B) the purchaserssignee agrees to retain a property manageiment f
with the experience and record described in sulgpaph (A) above or (C) if the purchaser or assignee
does not have management experience, the City masedhe Program Administrator to provide on-site
training in program compliance if the City deteresnsuch training is necessary, (iv) evidence
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satisfactory to the City that no event of defautises under this Regulatory Agreement, the Loan
Agreement or any document related to the Loan paydthent of all fees and expenses of the City aad th
Trustee due under any of such documents is cuigadt(v) an opinion of Bond Counsel to the efféett t
such transfer will not, in itself, cause interesttbe Bonds to become includable in the gross imcom
the Holder for federal income tax purposes, extephe extent the Holder is a “substantial userthaf
Project or a “related person” within the meaningSefction 147(a) of the Code. It is hereby expyessl|
stipulated and agreed that any sale, transfer loeradisposition of the Project in violation of this
Section 11 shall be null, void and without effestiall cause a reversion of title to the Owner, simall be
ineffective to relieve the Owner of its obligationader this Regulatory Agreement. Nothing in this
Section 11 shall affect any provision of any otdecument or instrument between the Owner and any
other party which requires the Owner to obtain ghier written consent of such other party in ortter
sell, transfer or otherwise dispose of the Proj@att less than sixty (60) days prior to consumngaany
sale, transfer or disposition of any interest i@ Broject, the Owner shall deliver to the City éig®in
writing explaining the nature of the proposed tfans

Notwithstanding the foregoing, the provisions aétBection 11 shall not apply to a transfer (a)
of all or any portion of the limited partner intst®f the Investor Limited Partner in the Owner ighhis
instead subject to paragraph (i) of Section 6 Herd®) pursuant to the Purchase Option Agreement
attached as Exhibit O to the Partnership Agreenfehtpursuant the Right of First Refusal Agreement
attached as Exhibit K to the Partnership Agreemenid) the transfer of any non-managing member
interest in the Investor Limited Partner. The Onsteall provide written notice to the City prompéfter
the date of any such transfer.

12. Term. Subject to the following paragraph da$ tBection 12, Section 8 hereof and to any
other provision expressly agreed herein to surtihe termination of this Regulatory Agreement, this
Regulatory Agreement and all of the terms hereafl fecome effective upon its execution and dejiver
and shall remain in full force and effect for tlader of (a) the Qualified Project Period or (Iifytfive
(55) years after the date on which at least fittycent (50%) of the units in the Project are firstupied
following the Completion Date.

The terms of this Regulatory Agreement to the @mgtrnotwithstanding, this Regulatory
Agreement shall terminate and be of no further doemd effect in the event of (i) involuntary
noncompliance with the provisions of this Regukatéigreement caused by fire, seizure, requisition,
change in a federal law or an action of a fedegahay after the Closing Date, which prevents thg Ci
from enforcing such provisions, or (ii) foreclosuexercise of power of sale, transfer of title leed in
lieu of foreclosure, or condemnation or a similaerd, but only if, in case of the events described
either clause (i) or (ii) above, within a reasomeaperiod, either the Bonds are paid in full or anteu
received as a consequence of such event are upedvide a project that meets the requirementsdfiere
provided, however, that the preceding provisionthid sentence shall cease to apply and the reshsc
contained herein shall be reinstated if, at anyg tsmbsequent to the termination of such provisaanthe
result of the foreclosure, exercise of power oésal the delivery of a deed in lieu of forecloswea
similar event, the Owner or any related person hiwitthe meaning of Section 1.103-10(e) of the
Regulations) obtains an ownership interest in tragelt for federal income tax purposes. The Owner
hereby agrees that, following any foreclosure, @serof power of sale, transfer of title by deedien of
foreclosure or similar event, neither the Owner aroy such related person as described above wélrob
an ownership interest in the Project for federalgarposes. Notwithstanding any other provisiohthis
Regulatory Agreement to the contrary, this entieglRatory Agreement, or any of the provisions or
sections hereof, may be terminated upon agreenyethielCity and the Owner subject to compliance with
any of the provisions contained in this RegulatAgreement only if there shall have been received an
opinion of Bond Counsel that such termination waok adversely affect the exclusion from gross ineom
for federal income tax purposes of the interesth@nBonds or the exemption from State personalneco
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taxation of the interest on the Bonds. The Owmatlgprovide written notice of any termination @igt
Regulatory Agreement to the City.

Upon the termination of the terms of this Reguhatéigreement, the parties hereto agree to
execute, deliver and record appropriate instrumeritselease and discharge of the terms hereof;
provided, however, that the execution and delivefysuch instruments shall not be necessary or a
prerequisite to the termination of this Regulatdgreement in accordance with its terms.

13. Covenants to Run With the Land. The Owner lhersubjects the Project to the
covenants, reservations and restrictions set farthis Regulatory Agreement. The City and the ®wn
hereby declare their express intent that the causneeservations and restrictions set forth hesbail be
deemed covenants running with the land and shai frnand be binding upon the Owner’s successors in
title to the Project; provided, however, that or ttermination of this Regulatory Agreement said
covenants, reservations and restrictions shallrexpEach and every contract, deed or other ingnim
hereafter executed covering or conveying the Prajeany portion thereof shall conclusively be hid
have been executed, delivered and accepted subjesiich covenants, reservations and restrictions,
regardless of whether such covenants, reservatiodsestrictions are set forth in such contractdder
other instruments. No breach of any of the prowvisiof this Regulatory Agreement shall defeat ndeg
invalid the lien of a mortgage made in good faitll for value encumbering the Site.

14. Burden and Benefit. The City and the Ownerebgrdeclare their understanding and
intent that the burden of the covenants set foetrein touch and concern the land in that the Owner’
legal interest in the Project is rendered lessal@dkithereby. The City and the Owner hereby furthe
declare their understanding and intent that theefiteof such covenants touch and concern the land b
enhancing and increasing the enjoyment and uskeoPtoject by Low Income Tenants and Very Low
Income Tenants, the intended beneficiaries of stmyenants, reservations and restrictions, and by
furthering the public purposes for which the Bomgse issued.

15. Uniformity: Common Plan. The covenants, reggons and restrictions hereof shall
apply uniformly to the entire Project in order tstablish and carry out a common plan for the use,
development and improvement of the Site.

16. Enforcement. If the Owner defaults in the perfance or observance of any covenant,
agreement or obligation of the Owner set forthhis Regulatory Agreement, and if such default remai
uncured for a period of sixty (60) days (the “Cieriod”) after written notice thereof shall havesbe
given by the City to the Owner (provided, howevbat the City may at its sole option extend sucheCu
Period if the default is of the nature which worddsonably require more than sixty (60) days te eund
if the Owner provides the City, if requested by @igy, with an opinion of Bond Counsel to the effec
that such extension will not adversely affect tixel@sion from gross income for federal income tax
purposes of interest on the Bonds. Upon the etkpir@f such Cure Period, as the same may be eatend
as aforesaid, then the City may declare an “evedefault” to have occurred hereunder, and, sulifect
the provisions of the Indenture, may take any anmare of the following steps:

(@) by mandamus or other suit, action or proceedinig@w or in equity, require the
Owner to perform its obligations and covenants tneder or enjoin any acts or things which may
be unlawful or in violation of the rights of thetZhereunder; or

(b) have access to and inspect, examine and makescof all of the books and
records of the Owner pertaining to the Project; or
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(© take such other action at law or in equity @/ rappear necessary or desirable to
enforce the obligations, covenants and agreeméntedOwner hereunder, subject, however, to
those limits on exercising remedies upon the oetwe of an Event of Default under and as such
term is used in Section 7.2 of the Loan Agreement.

Notwithstanding anything contained in this Regutatdgreement to the contrary, the occurrence
of an event of default under this Regulatory Agreetrshall not be deemed, under any circumstances
whatsoever, to be a default under the Mortgageptaemay be otherwise specified in the Mortgage.

Notwithstanding anything contained in this Regulatdgreement to the contrary, the City agrees
that any cure of any default made or tendered éyrthestor Limited Partner shall be deemed to bera
by the Owner and shall be accepted or rejecteti®@sdame basis as if made or tendered by the Owner.

17. Recording and Filing. The Owner shall causs fRegulatory Agreement and all
amendments and supplements hereto and therete, iecbrded and filed in the real property recoifds o
the City and County of San Francisco and in subleroplaces as the City may reasonably request. The
Owner shall pay all fees and charges incurred mmeotion with any such recording.

18. Payment of Fees. Notwithstanding any prepayroethe Loan and notwithstanding a
discharge of the Indenture and/or the Loan Agreéntiee Owner shall continue to pay the City's annua
administrative fee as calculated and describedwbeldJpon the occurrence of an event of default
hereunder, the Owner shall continue to pay to thed@mpensation for any services rendered by tie C
hereunder and reimbursement for all expenses gty it in connection therewith.

The Owner shall pay to the City (i) an initial issice fee of $ (which is equal to
one quarter of one percent (0.25%) of the par amolthe Bonds) and (ii) an annual administratiee f
not to exceed one eighth of one percent (0.125%)eprincipal amount of the Bonds outstandindhat t
time payment is due, but no less than $2,500, payab the Closing Date and, thereafter, on each
anniversary of the Closing Date during the terrthef Regulatory Agreement.

In case any action at law or in equity, includimgeation for declaratory relief, is brought against
the Owner to enforce the provisions of this RegulaAgreement, the Owner agrees to pay reasonable
attorney’s fees and other reasonable expensegaachy the City, the Trustee, the Servicer, anttier
Program Administrator in connection with such agtio

19. Governing Law. This Regulatory Agreement shallgoverned by the laws of the State
of California.

20. Amendments. To the extent any amendmentstéd¢h the Treasury Regulations or the
Code shall, in the written opinion of Bond Counfdeld with the City, the Trustee and the Owner, as@
requirements upon the ownership or operation offftigect more restrictive than those imposed by thi
Regulatory Agreement which must be complied witbrider to maintain the tax-exempt status of interes
on the Bonds, this Regulatory Agreement shall barde to be automatically amended to impose such
additional or more restrictive requirements. Othse, this Regulatory Agreement shall be amenddyl on
by a written instrument executed by the partiegtoeor their successors in title, and duly recoridettie
real property records of the City and County of Seancisco, provided that any amendment to the
CDLAC Requirements shall also be subject to thesenhof CDLAC.

21. City Contracting Provisions. The Owner covdsaand agrees to comply with the
provisions set forth in Exhibit H to this Regulatgkgreement, which is incorporated in and madera pa
of this Regulatory Agreement by this reference.
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22. Notice. All notices, certificates or other aoomications shall be sufficiently given and
shall be deemed given on the date personally deliver on the second day following the date on twhic
the same have been mailed by first class mail agesprepaid, addressed as follows:

If to the City:

With a copy to:

and a copy to:

and a copy to:

If to the Owner:

With a copy to:

and a copy to the Investor

Limited Partner at:

If to the Servicer:

4832-6073-9372

City and County of San Francisco

City Hall, 1 Dr. Carlton B. Goodlett Place, Roon631
San Francisco, California 94102

Attention: City Controller

City and County of San Francisco
City Hall, 1 Dr. Carlton B. Goodlett Place, Roon014
San Francisco, California 94102
Attention: City Treasurer

City and County of San Francisco
Mayor’s Office of Housing and Community Development
1 South Van Ness Avenue, 5th Floor
San Francisco, California 94103
Attention: Director

Office of the City Attorney
City Hall, 1 Dr. Carlton B. Goodlett Place, Roonm423
San Francisco, California 94102
Attention: Finance Team

Mercy Housing California 67, L.P.
1360 Mission Street, Suite 300
San Francisco, California 94103
Attention:

Gubb & Barshay
505 14" Street, Suite 1050
Oakland, California 94612
Attn: Natalie Gubb, Esq.

National Affordable Housing Trust
2245 North Bank Drive, Suite 200
Columbus, Ohio 43220

Attn:

Silicon Valley Bank
555 Mission Street
San Francisco, California 94105
Attention: CDF Manager
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With a copy to: Silicon Valley Bank
899 Adams Street, Suite 62
Santa Helena, California 94514
Attention: Denise Christensen

If to the Trustee: [Trustee Name]

Attention: Corporate Trust Department

Any of the foregoing parties may, by notice giveardunder, designate any further or different
addresses to which subsequent notices, certificddesiments or other communications shall be sent.

23. Severability. If any provision of this Regulgt Agreement shall be invalid, illegal or
unenforceable, the validity, legality and enforabybof the remaining portions hereof shall notany
way be affected or impaired thereby.

24. Multiple Counterparts. This Regulatory Agreammenay be executed in multiple
counterparts, all of which shall constitute one #&ne same instrument, and each of which shall be
deemed to be an original.

25. Third-Party Beneficiaries. The parties to Regulatory Agreement recognize and agree
that the terms of the Regulatory Agreement andetifercement of those terms are entered into for the
benefit of various parties, including CDLAC. Tharfies hereto acknowledge that the Servicer isrd th
party beneficiary of this Regulatory Agreement. LG shall accordingly have contractual rights irsth
Regulatory Agreement and shall be entitled (butamdigated) to enforce, in accordance with Sectién
hereof, the terms hereof and the terms of the CDIR&Solution. In addition, CDLAC is intended to be
and shall be a third-party beneficiary of this Ragary Agreement. Notwithstanding the above, CDLAC
shall be entitled solely to enforce the terms ef @DLAC Resolution, and any enforcement of the gearm
and provisions of the CDLAC Resolution by CDLAC Bhaot adversely affect the interests of the
Holder, and shall otherwise be subject to the tenosditions and limitations otherwise applicaldettie
enforcement of remedies under this Regulatory Agese.

Pursuant to Section 52080(k) of the Housing Law, fitovisions of Section 4(a)(iv) and Section
6 hereof may be enforced either in law or in eqbityany resident, local agency, entity, or by atheo
person adversely affected by the Owner’s failureaimply with that Section.

[Signatures appear on next page]
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IN WITNESS WHEREOF, the City and the Owner havecexed this Regulatory Agreement by
their duly authorized representatives, all as efdhate first written hereinabove.

CITY AND COUNTY OF SAN FRANCISCO

By:
Olson Lee, Director

Mayor’s Office of Housing and Community
Development

Approved as to Form:

DENNIS J. HERRERA
City Attorney

By:

Deputy City Attorney

[Signatures continue on following page.]

[City’s Signature Page: Regulatory Agreement - Gddia Park Apartments]



OWNER:

MERCY HOUSING CALIFORNIA 67, L.P.,
a California limited partnership

By: Mercy Housing Calwest,
a California nonprofit public benefit corporation,
its general partner

By:
Its:

[Borrower Signature Page: Regulatory Agreementlu@bia Park Apartments]



EXHIBIT A
LEGAL DESCRIPTION OF THE SITE

All that certain real property situated in the Gityd County of San Francisco, State of California,
more particularly described as follows:
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EXHIBIT B
INCOME CERTIFICATION FORM

[See attached current TCAC Income Certificatiomfrand Instructions (DATE )]
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EXHIBIT C
COMPLETION CERTIFICATE

CITY AND COUNTY OF SAN FRANCISCO

Mayor's Office of Housing and Community Development
1 South Van Ness Avenue, 5th Floor

San Francisco, California 94103

The undersigned (the “Owner”) hereby certifies diatspects of the rehabilitation of the Project
(as that term is used in the Regulatory Agreemadt@eclaration of Restrictive Covenants, datedfas o
March 1, 2016, by and between the City and Couhtgam Francisco and the Owner (the “Regulatory
Agreement”)) were substantially completed and thgdet was fully available for occupancy by tenants
in the Project as of , 20 (therifletion Date”).

The undersigned hereby certifies that:

(@) the aggregate amount disbursed on the Loanth@sterm is used in the
Regulatory Agreement) to date is $ ;and

(b) all amounts disbursed on the Loan have beeliegpfn pay or reimburse the
undersigned for the payment of Project Costs (astdrm is used in the Regulatory Agreement)
and none of the amounts disbursed on the Loan éas &pplied to pay or reimburse any party
for the payment of costs or expenses other thajed®rGosts; and

(c) as shown on the attached sheet (showing thekdoevn of expenditures for the
Project and the source of the funds which were usepay such costs), in compliance with
Section 2(i) of the Regulatory Agreement at leastp@rcent of the amounts disbursed on the
Loan (as that term is used in the Regulatory Agesgjrhave been applied to pay or reimburse
the Owner for the payment of Qualified Project Go&s that term is used in the Regulatory
Agreement). Furthermore, less than 25 perceriefitmounts disbursed on the Loan, exclusive
of amounts applied to pay the costs of issuingBbrds, have been applied to pay or reimburse
the Owner for the cost of acquiring land.

[Signatures on the following page.]
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Date: , 20 OWNER:

MERCY HOUSING CALIFORNIA 67, L.P.,
a California limited partnership

By: Mercy Housing Calwest,
a California nonprofit public benefit corporation,
its general partner
By:
Its:
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EXHIBIT D
CERTIFICATE OF CONTINUING PROGRAM COMPLIANCE

Project Name: Columbia Park Apartments

CDLAC Application Number(s): 15-457
CDLAC Resolution Number(s): 15-154
Property Address: 1035 Folsom Street and 21 Colar8ljuare Park, San Francisco, CA

Project Completion Date (if completed, otherwisekiidA):

Name of Obligation:  City and County of San Fraooi Multifamily Housing Revenue Bonds
(Columbia Park Apartments), Series 2016A

The undersigned, being the authorized represeatatif Mercy Housing California 67, L.P., a
California limited partnership (the “Owner”), hesekertifies that he/she has read and is thoroughly
familiar with the provisions of the various docurte@associated with the Owner’s participation in the
City and County of San Francisco (the “City”) Mtaimily Housing Program, such documents including:

1. the Regulatory Agreement and Declaration of fitste Covenants, dated as of March
1, 2016 (the “Regulatory Agreement”), between thren€ér and the City; and

2. the Loan Agreement, dated as of March 1, 20&r@ng the City, [Trustee Name], as
Trustee, and the Owner.

The undersigned further certifies that:

A. There have been no changes to the ownershity eptincipals or property management
of the Project since the Bonds were issued, oresthe last certification was provided (as applieabl
except as described below:

(If so please attach a request to revise the CDLRg3olution, noting all pertinent
information regarding the change, otherwise stat®NE")

If Project has not yet been placed in service, nd¥¢for the balance of the items below:

B. During the preceding twelve months (i) such &cbwas continually in compliance with
the Regulatory Agreement executed in connectioh sich loan from the City and (ii) and @& th
units in the Project (other than the manager’'s)uwitre occupied by Very Low Income Tenants
(minimum of 40% or 20 units) and the remaindertad tinits in the Project (other than the manager’s
unit) were occupied by Low Income Tenants.

C. As of the date of this Certificate, the follogipercentages of completed residential units
in the Project (i) are occupied by Low Income Temaand Very Low Income Tenants, or (ii) are
currently vacant and being held available for sacbupancy and have been so held continuously since
the date a Low Income Tenant or a Very Low Incomanant, respectively, vacated such unit, as
indicated below:
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TOTAL UNITS:

1 bedroom units; 3 Unit Nos.
2 bedroom units;__ 12 Unit Nos.
3 bedroom units; 31 Unit Nos.
4 bedroom units:__ 4 Unit Nos.

Occupied by Low Income Tenants:

1 bedroom units: Unit Nos.
2 bedroom units; Unit Nos.
3 bedroom units; Unit Nos.
4 bedroom units; Unit Nos.
Total percentage occupied by Low Income Tenants: (Maximum of 60%)

Held vacant for occupancy continuously since lasupied by a Low Income Tenant:
_____ 9%; Unit Nos.

Vacant Units:

____ 9%; Unit Nos.

Occupied by Very Low Income Tenants:

1 bedroom units: Unit Nos.
2 bedroom units; Unit Nos.
3 bedroom units; Unit Nos.
4 bedroom units; Unit Nos.
Total percentage occupied by Very Low Income Tesiant (Minimum of 40%)

Held vacant for occupancy continuously since lasupied by a Very Low Income Tenant:
_____9%; Unit Nos.

Vacant Units:

____ 9%; Unit Nos.

It hereby is confirmed that each tenant currergbiding in a unit in the Project has completed an
Income Certification Form in the form approved Ihe tCity and that since commencement of the
Qualified Project Period, not less than 40% ofdbeupied units in the Project (excluding the manage
unit) have been rented to (or are vacant and lesumed by) Very Low Income Tenants and the
remainder of the units in the Project (excluding tianager’s unit) have been rented to (or are vacah
last occupied by) Low Income Tenants. The undeesichereby certifies that the Owner is not in défau
under any of the terms and provisions of the alumgiments.

D. The units occupied by Very Low Income Tenantd bBow Income Tenants are of similar
size and quality to other units and are disperseglighout the Project.
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E Select appropriate certification: [No unremedidefault has occurred under this
Regulatory Agreement, the Bonds, the Loan Agreeroeiite Mortgage.] [A default has occurred under

the . The nature of the default andrtbasures being taken to remedy such default are as
follows: J
F. There has been no change of use for the Praecept as follows: (please describe if

any, or otherwise indicate “NONE")

G. Select appropriate certification: The undermsdymereby certifies that the Project [has
satisfied all] [except as described below, hasfatl all] of the requirements memorialized in Exéibit
A of the CDLAC Resolution, a copy of which is attad hereto (i.e. qualifying project completion,
qualifying depreciable asset purchase, qualifyiognl originations, the use of public funds, manager
units, income rent restrictions, sustainable bangdinethods, etc., as applicable), and thus has\aghiall
public benefit requirements (excluding service aities) as presented to CDLAC.

[Describe any requirements not satisfied: ]

H. As captured in Exhibit A of the CDLAC Resolutidhe Project has committed to and is
currently providing the following service amenities a minimum of ten years, on a regular and ongoi
basis, which are provided free of charge (withekeeption of day care services):

Please check the services that apply or write Nh&ne appropriate:

After-school Programs

Educational, health and wellness, or skillding classes

Health and Wellness services and prograoigy(oup classes)

Licensed Childcare provided for a minimun2@thours per week (Monday-Friday)

Bona-Fide Service Coordinator/ Social Worker

1) For this reporting period, attached is evidefi@. MOUs, contracts, schedules,
calendars, flyers, sign-up sheets, etc.) confirntinag the above listed services are being provatet

have met the requirements of Exhibit A of the CDLREsolution.

2) If any of the above services requirements wetemet, what corrective action is
being taken to comply?

(Please also attach the completed project sporestification form as provided in the
CDLAC Resolution)

(Please also attach the completed Occupancy andftermation form attached hereto)
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l. The representations set forth herein are trubcamrect to the best of the undersigned’s
knowledge and belief, and the undersigned acknayele@nd agrees that the City will be relying solely
on the foregoing certifications and accompanyinguteentation, if any, in making its certification to
CDLAC pursuant to Section 5144 of the CDLAC Regolat, and agrees to provide to the City such
documentation or evidence, in support of the foiregjoertifications, as the City or CDLAC may reques

Capitalized terms used in this Certificate and oibterwise defined herein have the meanings
given to them in the Regulatory Agreement.

Date: , 20 OWNER:

MERCY HOUSING CALIFORNIA 67, L.P.,
a California limited partnership

By: Mercy Housing Calwest,
a California nonprofit public benefit corporation,
its general partner

By:
Its:
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EXHIBIT E

[INTENTIONALLY OMITTED]
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EXHIBIT F

CDLAC RESOLUTION

See attached.
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EXHIBIT G
CERTIFICATE OF COMPLIANCE (CDLAC RESOLUTION)

Project Name: Columbia Park Apartments
(If project has changed name since the award of allocation please note the original project name as well asthe

Name of Bond Issuer: City and County of San Eis)
CDLAC Application No.: 15-457

Pursuant to Section 13 of Resolution No. 15-154¢ (tBDLAC Resolution”), adopted by the
California Debt Limit Allocation Committee (the “Guomittee”) on December 16, 2015, I,
, an Officer of the ProjeanSpr, hereby certify under penalty of perjury that
as of the date of this Certification, the above-timered Project is in compliance with all of thentsrand
conditions set forth in the CDLAC Resolution.

| further certify that | have read and understarel @DLAC Resolution, which specifies that once
the Bonds are issued, the terms and conditionfodétin Exhibit A of the CDLAC Resolution shall be
enforceable by the Committee through an actiorspmcific performance, negative points, withholding
future allocation or any other available remedy.

Please check or write N/A to the items list bel ow:
The project is currently in the Constiutidor Rehabilitation phase.

The project has incorporated the minimpecigications into the project design for all new
construction and rehabilitation projects as evidenby attached the applicable thirty party cexditiian
(HERS Rater, Green Point Rater or US Green Builddogincil). For projects under construction or
rehabilitation, the information is due followingceapt of the verification but in no event shall the
documentation be submitted more than two (2) yaties the issuance of bonds.

For projects that received points for egogg the minimum requirements please attach the
appropriate California Energy Commission compliafaren for the project which shows the necessary
percentage improvement better than the appromstatedards. The compliance form must be signed by a
California Association of Building Consultants, G&ed Energy Plans Examiner or HERS Rater as
applicable.

Signature of Officer Date

Printed Name of Officer

Title of Officer

Phone Number
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EXHIBIT H

CITY AND COUNTY OF SAN FRANCISCO
MANDATORY CONTRACTING PROVISIONS

The following provisions shall apply to this Regoly Agreement as if set forth in the body
thereof. Capitalized terms used but not definethis Appendix shall have the meanings given is thi
Regulatory Agreement.

1. Nondiscrimination; Penalties.

® Nondiscrimination. In the performance of this Regary Agreement, the Owner
agrees not to discriminate against any employety, é&nployee working with the Owner, applicant for
employment with the Owner, or against any persarkisg accommodations, advantages, facilities,
privileges, services, or membership in all businessial, or other establishments or organizations,
the basis of the fact or perception of a perscgcey color, creed, religion, national origin, atigesage,
height, weight, sex, sexual orientation, gendentitle domestic partner status, marital statusatullgy
or Acquired Immune Deficiency Syndrome or HIV s&t(AIDS/HIV status), or association with
members of such protected classes, or in retatiftioopposition to discrimination against suclssks.

(i) Subcontracts. The Owner shall incorporate by esfeg in all subcontracts the
provisions of 8812B.2(a), 12B.2(c)-(k), and 12Cf3he San Francisco Administrative Code (copies of
which are available from the City) and shall reguatl subcontractors to comply with such provisions
The Owner’s failure to comply with the obligatiomsthis subsection shall constitute a material tiea
of this Regulatory Agreement.

(iii) Nondiscrimination in Benefits. The Owner does @st of the date of this
Regulatory Agreement and will not during the terftlis Regulatory Agreement, in any of its
operations in San Francisco, on real property ownethe City, or where work is being performed for
the City elsewhere in the United States, discrit@ina the provision of bereavement leave, family
medical leave, health benefits, membership or meshije discounts, moving expenses, pension and
retirement benefits or travel benefits, as wellaag benefits other than the benefits specified abov
between employees with domestic partners and emefowith spouses, and/or between the domestic
partners and spouses of such employees, whereothestic partnership has been registered with a
governmental entity pursuant to state or local éahorizing such registration, subject to the ctioals
set forth in 812B.2(b) of the San Francisco Adnimatsve Code.

(iv) Condition to Contract. As a condition to this Riedory Agreement, the Owner
shall execute the “Chapter 12B Declaration: Normilisioation in Contracts and Benefits” form (form
HRC-12B-101) with supporting documentation and sethe approval of the form by the San Francisco
Human Rights Commission.

(v) Incorporation of Administrative Code Provisions Rgference. The provisions
of Chapters 12B and 12C of the San Francisco Aditnative Code are incorporated in this Section by
reference and made a part of this Regulatory Agee¢ras though fully set forth herein. The Owner
shall comply fully with and be bound by all of tpeovisions that apply to this Regulatory Agreement
under such Chapters, including but not limited He temedies provided in such Chapters. Without
limiting the foregoing, the Owner understands tpatsuant to 8§812B.2(h) and 12C.3(g) of the San
Francisco Administrative Code, a penalty of $50 dach person for each calendar day during which
such person was discriminated against in violatibthe provisions of this Regulatory Agreement may
be assessed against the Owner and/or deductedfrpmayments due the Owner.
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2. Local Business Enterprise Utilization; Liquidatedrbages.

)] The LBE Ordinance. As a condition to this RegulatAgreement, the Owner
shall comply with all the requirements of the Lo&lsiness Enterprise and Non-Discrimination in
Contracting Ordinance set forth in Chapter 14Bhef San Francisco Administrative Code as it now
exists or as it may be amended in the future (ctllely the “LBE Ordinance”), provided such
amendments do not materially increase Owner's abibgs or liabilities, or materially diminish
Owner’s rights, under this Agreement. Such praovisi of the LBE Ordinance are incorporated by
reference and made a part of this Agreement agthully set forth in this section. Owner’s willfu
failure to comply with any applicable provisionstbé LBE Ordinance is a material breach of Owner’s
obligations under this Agreement and shall entiskeuer, subject to any applicable notice and cure
provisions set forth in this Agreement, to exercam®y of the remedies provided for under this
Agreement, under the LBE Ordinance or otherwisélaa at law or in equity, which remedies shall be
cumulative unless this Agreement expressly provilat any remedy is exclusive. In addition, Owner
shall comply fully with all other applicable locatate and federal laws prohibiting discriminaterd
requiring equal opportunity in contracting, inclogisubcontracting.

(i) Compliance and Enforcement. If Owner willfully liato comply with any of the
provisions of the LBE Ordinance, the rules and l&gons implementing the LBE Ordinance, or the
provisions of this Agreement pertaining to LBE papation, Owner shall be liable for liquidated
damages in an amount equal to Owner’s net profthenAgreement, or 10% of the total amount of this
Agreement, or $1,000, whichever is greatest. Thecdr of the Issuer's Human Rights Commission or
any other public official authorized to enforce thBE Ordinance (separately and collectively, the
“Director of HRC"”) may also impose other sancti@uainst Owner authorized in the LBE Ordinance,
including declaring the Owner to be irresponsiliid @eligible to contract with the Issuer for aipdr
of up to five years or revocation of the Owner’sH Bertification. The Director of HRC will deternan
the sanctions to be imposed, including the amofititjoidated damages, after investigation pursuant
Administrative Code §14B.17.

By entering into this Agreement, Owner acknowledged agrees that any liquidated damages
assessed by the Director of the HRC shall be payabl Issuer upon demand. Owner further
acknowledges and agrees that any liquidated danzsgessed may be withheld from any monies due to
Owner on any contract with Issuer.

Owner agrees to maintain records necessary for torong its compliance with the LBE
Ordinance for a period of three years followingrgration or expiration of this Agreement, and shall
make such records available for audit and inspedbip the Director of HRC or the Controller upon
request.

3. Prevailing Wages. Owner understands and agre¢salflhprovisions of section 1770,
et seq., of the California Labor Code are required toif@rporated into every contract for any public
work or improvement and are hereby incorporateal iinis contract. Owner also understands and agrees
that all provisions of sections 6.22E and 6.22Rhef San Francisco Administrative Code are hereby
incorporated into this contract. Owner also unideds and agrees that all applicable provisiorthef
Davis-Bacon Act (40 U.S.C. 883141 et seq.) arelhyermrecorporated into this contract.

4. MacBride Principles—Northern Ireland. PursuantSan Francisco Administrative
Code 812F.5, the City urges companies doing busimedlorthern Ireland to move towards resolving
employment inequities, and encourages such compamiabide by the MacBride Principles. The City
urges San Francisco companies to do business wiffoi@tions that abide by the MacBride Principles.
By signing this Regulatory Agreement, the persoecaking this Regulatory Agreement on behalf of the
Owner acknowledges and agrees that he or she &dsunel understood this Section.
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5. Tropical Hardwood and Virgin Redwood Ban. Pursuari804(b) of the San Francisco
Environment Code, the City urges contractors ndtrport, purchase, obtain, or use for any purpose,
any tropical hardwood, tropical hardwood wood padwirgin redwood or virgin redwood wood
product.

6. Drug-Free Workplace Policy. The Owner acknowledtied pursuant to the Federal
Drug-Free Workplace Act of 1989, the unlawful maatéire, distribution, dispensation, possession, or
use of a controlled substance is prohibited on Qigmises. The Owner agrees that any violatichief
prohibition by the Owner, its employees, agentsassigns will be deemed a material breach of this
Regulatory Agreement.

7. Compliance with Americans with Disabilities Act. h& Owner acknowledges that,
pursuant to the Americans with Disabilities Act (A]p programs, services and other activities prodide
by a public entity to the public, whether directly through a contractor, must be accessible to the
disabled public. The Owner shall provide the smwispecified in this Regulatory Agreement in a
manner that complies with the ADA and any and #ileo applicable federal, state and local disability
rights legislation. The Owner agrees not to disorate against disabled persons in the provision of
services, benefits or activities provided undes tRegulatory Agreement and further agrees that any
violation of this prohibition on the part of the @er, its employees, agents or assigns will cortetiu
material breach of this Regulatory Agreement.

8. Sunshine Ordinance. In accordance with San Freméisiministrative Code 867.24(e),
contracts, contractors’ bids, responses to sdiioita and all other records of communications betwe
the City and persons or firms seeking contractall &l open to inspection immediately after a caottr
has been awarded. Nothing in this provision rexguihe disclosure of a private person or orgamiaati
net worth or other proprietary financial data suted for qualification for a contract or other béne
until and unless that person or organization isrde the contract or benefit. Information provided
which is covered by this paragraph will be madelakike to the public upon request.

9. Limitations on Contributions. Through executiontbfs Regulatory Agreement, the
Owner acknowledges that it is familiar with Sectlof26 of the City’'s Campaign and Governmental
Conduct Code, which prohibits any person who catdravith the City for the rendition of personal
services, for the furnishing of any material, siggplor equipment, for the sale or lease of any land
building, or for a grant, loan or loan guaranteenf making any campaign contribution to (1) an
individual holding a City elective office if the ntvact must be approved by the individual, a baard
which that individual serves, or the board of aestagency on which an appointee of that individual
serves, (2) a candidate for the office held by smclividual, or (3) a committee controlled by such
individual, at any time from the commencement ajat&@tions for the contract until the later of eith
the termination of negotiations for such contracsi@ months after the date the contract is apgtove
The Owner acknowledges that the foregoing restrictipplies only if the contract or a combination or
series of contracts approved by the same individu@loard in a fiscal year have a total anticipaied
actual value of $50,000 or more. The Owner furdeknowledges that the prohibition on contributions
applies to each prospective party to the conteath member of the Owner’s board of directors; the
Owner’s chairperson, chief executive officer, chiisfancial officer and chief operating officer; any
person with an ownership interest of more than @@gnt in the Owner; any subcontractor listed @& th
bid or contract; and any committee that is sportsane controlled by the Owner. Additionally, the
Owner acknowledges that the Owner must inform eafcthe persons described in the preceding
sentence of the prohibitions contained in Sectid2@. The Owner further agrees to provide to thg C
the names of each person, entity or committee ibestabove.

10. Requiring Minimum Compensation for Covered Empl@yeeThe Owner agrees to
comply fully with and be bound by all of the praeiss of the Minimum Compensation Ordinance
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(MCO), as set forth in San Francisco Administrativede Chapter 12P (Chapter 12P), including the
remedies provided, and implementing guidelines ands. The provisions of Sections 12P.5 and
12P.5.1 of Chapter 12P are incorporated hereindigrence and made a part of this Regulatory
Agreement as though fully set forth. The text d¢fe tMCO is available on the web at

www.sfgov.org/olse/mco. A partial listing of sormé the Owner’s obligations under the MCO is set
forth in this Section. The Owner is required tonpdy with all the provisions of the MCO, irrespesti

of the listing of obligations in this Section.

0] The MCO requires the Owner to pay the Owner’'s egg#e a minimum hourly
gross compensation wage rate and to provide minicompensated and uncompensated time off. The
minimum wage rate may change from year to yeartaedOwner is obligated to keep informed of the
then-current requirements. Any subcontract enteredby the Owner shall require the subcontrator
comply with the requirements of the MCO and shalhtain contractual obligations substantially the
same as those set forth in this Section. It isQaer’s obligation to ensure that any subcontractd
any tier under this Regulatory Agreement complyhwihe requirements of the MCO. If any
subcontractor under this Regulatory Agreement failsomply, the City may pursue any of the remedies
set forth in this Section against the Owner.

(i) The Owner shall not take adverse action or otherwiiscriminate against an
employee or other person for the exercise or atiemgxercise of rights under the MCO. Such actions
if taken within 90 days of the exercise or atterdpt®ercise of such rights, will be rebuttably prasd
to be retaliation prohibited by the MCO.

(iii) The Owner shall maintain employee and payroll rés@s required by the MCO.
If the Owner fails to do so, it shall be presumiedt the Owner paid no more than the minimum wage
required under State law.

(iv) The City, upon reasonable notice to the Owner,uthaized to inspect the
Owner’s job sites during normal business hoursdaoninterviews with employees and conduct audits
of the Owner.

(v) The Owner’'s commitment to provide the Minimum Comgegion is a material
element of the City’s consideration for this Regoa Agreement. The City in its sole discretioralsh
determine whether such a breach has occurred. Citiieand the public will suffer actual damage that
will be impractical or extremely difficult to detaine if the Owner fails to comply with these
requirements. The Owner agrees that the sumorhtih Section 12P.6.1 of the MCO as liquidated
damages are not a penalty, but are reasonableagssiof the loss that the City and the public initur
for the Owner’'s noncompliance. The procedures gong the assessment of liquidated damages shall
be those set forth in Section 12P.6.2 of Chapter. 12

(vi) The Owner understands and agrees that if it faitotmply with the requirements
of the MCO, the City shall have the right to pursung rights or remedies available under Chapter 12P
(including liquidated damages), under the termthefcontract, and under applicable law. If, witBh
days after receiving written notice of a breachhid Regulatory Agreement for violating the MCQOe th
Owner fails to cure such breach or, if such brezaimot reasonably be cured within such period of 30
days, the Owner fails to commence efforts to cuithimv such period, or thereafter fails diligently t
pursue such cure to completion, the City shall itheeright to pursue any rights or remedies avhdlab
under applicable law, including those set forthSection 12P.6(c) of Chapter 12P. Each of these
remedies shall be exercisable individually or imbmation with any other rights or remedies avddab
to the City.
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(vii)  The Owner represents and warrants that it is natrdity that was set up, or is
being used, for the purpose of evading the intétieeMCO.

(viiiy  If the Owner is exempt from the MCO when this Retpily Agreement is
executed because the cumulative amount of agresmtit the City for the fiscal year is less than
$25,000, but the Owner later enters into an agraepreagreements that cause the Owner to exceed tha
amount in a fiscal year, the Owner shall theredfierrequired to comply with the MCO under this
Regulatory Agreement. This obligation arises om d¢fffective date of the agreement that causes the
cumulative amount of agreements between the Owrtethee City to exceed $25,000 in the fiscal year.

11. Requiring Health Benefits for Covered Employeedie Dwner agrees to comply fully
with and be bound by all of the provisions of thealth Care Accountability Ordinance (HCAO), as set
forth in San Francisco Administrative Code Chapi@Q, including the remedies provided, and
implementing regulations, as the same may be amdefiden time to time. The provisions of
Section 12Q.5.1 of Chapter 12Q are incorporateddigrence and made a part of this Regulatory
Agreement as though fully set forth herein. Thet tef the HCAO is available on the web at
www.sfgov.org/olse. Capitalized terms used in tBisction and not defined in this Regulatory
Agreement shall have the meanings assigned toteutis in Chapter 12Q.

) For each Covered Employee, the Owner shall protide appropriate health
benefit set forth in Section 12Q.3 of the HCAO.tHé Owner chooses to offer the health plan option,
such health plan shall meet the minimum standatifogh by the San Francisco Health Commission.

(i) Notwithstanding the above, if the Owner is a snialkiness as defined in
Section 12Q.3(e) of the HCAOQ, it shall have no gdnion to comply with part (a) above.

(iii) The Owner’s failure to comply with the HCAO shatinstitute a material breach
of this Regulatory Agreement. The City shall npotlie Owner if such a breach has occurred. [fiwit
30 days after receiving City’s written notice obgeach of this Regulatory Agreement for violatihg t
HCAO, the Owner fails to cure such breach or, dhsbreach cannot reasonably be cured within such
period of 30 days, the Owner fails to commencertffto cure within such period, or thereafter fails
diligently to pursue such cure to completion, thiy Ghall have the right to pursue the remediedosét
in 12Q.5.1 and 12Q.5(f)(1-6). Each of these reemdshall be exercisable individually or in
combination with any other rights or remedies aldé# to the City.

(iv) Any Subcontract entered into by the Owner shalliregthe Subcontractor to
comply with the requirements of the HCAO and shalhtain contractual obligations substantially the
same as those set forth in this Section. The Owinalt notify City’s Office of Contract Administian
when it enters into such a Subcontract and shdificéo the Office of Contract Administration thét
has notified the Subcontractor of the obligationdar the HCAO and has imposed the requirements of
the HCAO on Subcontractor through the Subcontradthe Owner shall be responsible for its
Subcontractors’ compliance with this Chapter. Bubcontractor fails to comply, the City may pursue
the remedies set forth in this Section againsQtmer based on the Subcontractor’s failure to cgmpl
provided that the City has first provided the Owwith notice and an opportunity to obtain a cur¢hef
violation.

(V) The Owner shall not discharge, reduce in compemsatior otherwise
discriminate against any employee for notifying tBay or the City with regard to the Owner's
noncompliance or anticipated noncompliance with riaguirements of the HCAO, for opposing any
practice proscribed by the HCAO, for participatingproceedings related to the HCAO, or for seeking
to assert or enforce any rights under the HCAOryylawful means.
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(vi) The Owner represents and warrants that it is natndity that was set up, or is
being used, for the purpose of evading the intétlieHCAO.

(vii)  The Owner shall maintain employee and payroll réedn compliance with the
California Labor Code and Industrial Welfare Consioa orders, including the number of hours each
employee has worked on the Regulatory Agreement.

(viiiy  The Owner shall keep itself informed of the curmeguirements of the HCAO.

(ix) The Owner shall provide reports to the City in ademce with any reporting
standards promulgated by the City or the City unbderHCAO, including reports on Subcontractors and
Subtenants, as applicable.

x) The Owner shall provide the City with access tards pertaining to compliance
with HCAO after receiving a written request fronetlity to do so and being provided at least ten
business days to respond.

(xi) The Owner shall allow the City to inspect the Ovis¢ob sites and have access
to the Owner’s employees in order to monitor anemeine compliance with HCAO.

(xii)  The City may conduct random audits of the Owneagoertain its compliance
with HCAO. The Owner agrees to cooperate withGftg when it conducts such audits.

(xiiiy  If the Owner is exempt from the HCAO when this Ratpry Agreement is
executed because its amount is less than $25,@0@ for nonprofits), but the Owner later enters
into an agreement or agreements that cause the r@Qvaggregate amount of all agreements with the
City to reach $75,000, all the agreements shathbeeafter subject to the HCAO. This obligatioises
on the effective date of the agreement that catisesumulative amount of agreements between the
Owner and the City to be equal to or greater the @O0 in the fiscal year.

12. Prohibition on Political Activity with City Funds.In accordance with San Francisco
Administrative Code Chapter 12.G, the Owner may paoticipate in, support, or attempt to influence
any political campaign for a candidate or for ddiaineasure (collectively, “Political Activity”) irthe
performance of the services provided under thisuReégry Agreement. The Owner agrees to comply
with San Francisco Administrative Code Chapter 1ar@ any implementing rules and regulations
promulgated by the City’s Controller. The terms @novisions of Chapter 12.G are incorporated herei
by this reference. In the event the Owner violates provisions of this Section, the City may, in
addition to any other rights or remedies availdideeunder, (i) terminate this Regulatory Agreement,
and (ii) prohibit the Owner from bidding on or redag any new City contract for a period of two
(2) years. The Controller will not consider the 1@&r's use of profit as a violation of this Section.

13. Protection of Private Information. The Owner head and agrees to the terms set forth
in San Francisco Administrative Code Sections 12MNbndisclosure of Private Information,” and
12M.3, “Enforcement” of Administrative Code Chapi&M, “Protection of Private Information,” which
are incorporated herein as if fully set forth. T®ener agrees that any failure of the Owner to dgmp
with the requirements of Section 12M.2 of this Gbagshall be a material breach of this Regulatory
Agreement. In such an event, in addition to ameiotemedies available to it under equity or ldve, t
City may terminate this Regulatory Agreement, binfalse claim action against the Owner pursuant to
Chapter 6 or Chapter 21 of the Administrative Catejebar the Owner.

14, Graffiti Removal. Graffiti is detrimental to theedlth, safety and welfare of the
community in that it promotes a perception in tbenmunity that the laws protecting public and prévat
property can be disregarded with impunity. Thiscpption fosters a sense of disrespect of the v t
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results in an increase in crime; degrades the coritypnand leads to urban blight; is detrimental to
property values, business opportunities and theyemgnt of life; is inconsistent with the City’s perty
maintenance goals and aesthetic standards; anlisr@suadditional graffiti and in other properties
becoming the target of graffiti unless it is quickemoved from public and private property. Gtaffi
results in visual pollution and is a public nuisancGraffiti must be abated as quickly as posdible
avoid detrimental impacts on the City and its restd, and to prevent the further spread of graffiti

The Owner shall remove all graffiti from any reabperty owned or leased by the Owner in the
City and County of San Francisco within forty eig#8) hours of the earlier of the Owner’s (a) disny
or notification of the graffiti or (b) receipt ofotification of the graffiti from the Department &ublic
Works. This Section is not intended to require @ivener to breach any lease or other agreementtthat
may have concerning its use of the real propeftye term “graffiti” means any inscription, wordgtire,
marking or design that is affixed, marked, etclsatched, drawn or painted on any building, stmegt
fixture or other improvement, whether permanenteonporary, including by way of example only and
without limitation, signs, banners, billboards dedcing surrounding construction sites, whetherlipub
or private, without the consent of the owner of pheperty or the owner’s authorized agent, and lvisc
visible from the public right-of-way. “Graffiti”sall not include: (1) any sign or banner that ithatized
by, and in compliance with, the applicable requigaets of the San Francisco Public Works Code, time Sa
Francisco Planning Code or the San Francisco Bgldiode; or (2) any mural or other painting or
marking on the property that is protected as a vadrine art under the California Art Preservatidot
(California Civil Code Sections 98& seq.) or as a work of visual art under the Federal ®lisArtists
Rights Act of 1990 (17 U.S.C. 88 16eflseq.).

Any failure by the Owner to comply with this sectimf this Regulatory Agreement shall
constitute a material breach of this Regulatoryefgnent.

15. Submitting False Claims; Monetary Penalties. Pamsto San Francisco Administrative
Code 8§21.35, any contractor, subcontractor or dtarguvho submits a false claim shall be liablehe
City for penalties set forth in that Section. Tlet of Section 21.35, along with the entire SaanErsco
Administrative Code is available on the web at
http://mww.municode.com/Library/clientCodePage.aspentlD=4201. A contractor, subcontractor or
consultant will be deemed to have submitted a fellsien to the City if the contractor, subcontracbor
consultant: (a) knowingly presents or causes tprbsented to an officer or employee of the Citglaef
claim or request for payment or approval; (b) knuyly makes, uses, or causes to be made or used a
false record or statement to get a false claim paidpproved by the City; (c) conspires to defrthe
City by getting a false claim allowed or paid b t@ity; (d) knowingly makes, uses, or causes to be
made or used a false record or statement to cqreneaitl, or decrease an obligation to pay or transm
money or property to the City; or (e) is a benefigiof an inadvertent submission of a false clairthe
City, subsequently discovers the falsity of theimlaand fails to disclose the false claim to theéyCi
within a reasonable time after discovery of thedatlaim.

16. Conflict of Interest. Through its execution ofghHRegulatory Agreement, the Owner
acknowledges that it is familiar with the provisioh Section 15.103 of the City’s Charter, Articlg |
Chapter 2 of City's Campaign and Governmental Cohd@ode, and Section 87108 seq. and
Section 109Cet seq. of the Government Code of the State of Califormiag certifies that it does not
know of any facts which constitutes a violationsaid provisions and agrees that it will immediately
notify the City if it becomes aware of any suchtfdring the term of this Regulatory Agreement.

17. Food Service Waste Reduction Requirements. TheeDagrees to comply fully with
and be bound by all of the provisions of the Foedviee Waste Reduction Ordinance, as set forth in
San Francisco Environment Code Chapter 16, inciudire remedies provided, and implementing
guidelines and rules. The provisions of Chaptearksincorporated herein by reference and madeta pa
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of this Regulatory Agreement as though fully setHo This provision is a material term of this
Regulatory Agreement. By entering into this RetprlaAgreement, the Owner agrees that if it breache
this provision, the City will suffer actual damagst will be impractical or extremely difficult to
determine; further, the Owner agrees that the suome hundred dollars ($100) liquidated damages for
the first breach, two hundred dollars ($200) ligueti damages for the second breach in the samge year
and five hundred dollars ($500) liquidated damafms subsequent breaches in the same year is
reasonable estimate of the damage that the Cityingilir based on the violation, established intligh

the circumstances existing at the time this Regafaf\greement was made. Such amount shall not be
considered a penalty, but rather agreed monetanagdes sustained by the City because of the Owner’s
failure to comply with this provision.

18. Proprietary or Confidential Information of City. h& Owner understands and agrees
that, in the performance of the work or servicedaunrthis Regulatory Agreement or in contemplation
thereof, the Owner may have access to private ofidantial information which may be owned or
controlled by City and that such information mayni@in proprietary or confidential details, the
disclosure of which to third parties may be damggm City. The Owner agrees that all information
disclosed by City to the Owner shall be held infi@nce and used only in the performance of the
Regulatory Agreement. The Owner shall exercisestime standard of care to protect such information
as a reasonably prudent contractor would use te@rids own proprietary data.

19. Earned Income Credit (EIC) Forms. Administratived€ Section 120 requires that
employers provide their employees with IRS Form FBe Earned Income Credit Advance Payment
Certificate) and the IRS EIC Schedule, as set foelow. Employers can locate these forms at ti® IR
Office, on the Internet, or anywhere that Fedeed Forms can be found. The Owner shall provide EIC
Forms to each Eligible Employee at each of theofailhg times: (i) within thirty days following theate
on which this Regulatory Agreement becomes effecfismnless the Owner has already provided such
EIC Forms at least once during the calendar yearich such effective date falls); (ii) promptiytexf
any Eligible Employee is hired by the Owner; ang éinnually between January 1 and January 31 of
each calendar year during the term of this Regujafgreement. Failure to comply with any
requirement contained in subparagraph (a) of teei@ shall constitute a material breach by theax@w
of the terms of this Regulatory Agreement. If hiitthirty days after the Owner receives writterice
of such a breach, the Owner fails to cure suchchres, if such breach cannot reasonably be cured
within such period of thirty days, the Owner faits commence efforts to cure within such period or
thereafter fails to diligently pursue such curetonpletion, the City may pursue any rights or reieed
available under this Regulatory Agreement or uraggalicable law. Any Subcontract entered into ey th
Owner shall require the subcontractor to complytpabe subcontractor’s Eligible Employees, witklea
of the terms of this Section. Capitalized termedus this Section and not defined in this Reguiato
Agreement shall have the meanings assigned to serohs in Section 120 of the San Francisco
Administrative Code.
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EXHIBIT |

FORM OF ANNUAL MONITORING REPORT

See attached.
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EXHIBIT J

OPERATIONAL RULES FOR SAN FRANCISCO HOUSING LOTTHRS AND
RENTAL LEASE UP ACTIVITIES

In order to implement consistent and transparenketiag practices for all affordable
housing under the purview of the Mayor’s Office ldbusing and Community Development
(MOHCD), the following policies and procedures haween adopted. The Borrower hereby
acknowledges and agrees to follow these procedsresitlined below.

If ever there is a conflict between a recorded tgraent agreement and this document,
the executed development agreement will prevailkewise, when state and federal funding
sources conflict with anything outlined in this dawent, they too shall prevail.

HOUSING PREFERENCE PROGRAMS

The Borrower hereby agrees that first preferencecoupying units designated for Low
Income Households (Low Income Units) will be given persons who have been issued a
Residential Certificate of Preference (COP) and wieet all qualifications for the unit.

The Borrower further agrees that second preferémagccupying units designated for
Low Income Households will be given to persons wiave been issued an Ellis Act Housing
Preference Program (EAHP) Certificate and who naflejualifications for the unit; provided,
however, if the Project will include funds from tl@alifornia Department of Housing and
Community Development, this EAHP priority (and tberresponding requirements set forth
below) will not apply for so long as the Projectsisbject to the requirements associated with
such financing.

For new residential developments going throughiriteal lease-up process, the EAHP
priority shall apply to twenty percent (20%) of thew Income Units. Thus, if the number of
units available exceeds the number of qualifiediegpts who hold a COP or other preference
as dictated by specific loan documents or markegpiag, the next priority will go to EAHP
certificate holders for up to twenty percent (208b)the total Low Income Units. The EAHP
priority does not apply at initial lease-up or s#&bebuildings having four (4) or fewer Low
Income Units. However, the EAHP priority does apgplyhese same units upon re-rental.

Low Income Units with other occupancy prioritiegjueed by law, contract, or program
rules may apply the COP and EAHP after other peefegs, with COP holders being granted
priority above EAHP certificate holders. Preferenaequired by a former Redevelopment
Project Area Plan are not pre-empted by the CORBr&no or the Ellis Act Housing Preference
Program. Preferences required by the LOSP, Direcess to Housing Program, Housing First
Program, or other government programs are not myaterl by the Ellis Act Housing Preference
Program.

Marketing and Tenant Selection Plan

The Borrower agrees to supply Mayor’s Office of idimg and Community Development
(MOHCD or the City) with a complete and updated ke&ing and tenant selection plan in form
and substance acceptable to the City (“Marketirdy Benant Selection Plan”), including resident
selection criteria, at least six months prior tmstouction completion. The Marketing and
Tenant Selection Plan shall be submitted on a tat@®pform as provided by MOHCD,
substantially in the form attached as Exhibit KisTklarketing and Tenant Selection Plan shall
not be changed without providing the City with aadt fourteen (14) calendar days’ written
notice.
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New rental units shall be marketed for at leastenty eight (28) -day period, including
a listing on the MOHCD website and on MOHCD'’s enfilising alert system. Applicants shall
submit an abridged lottery application form onlydarsupply full income and other
documentation if selected in the lottery processrazeed with a rental.

Outreach to Certificate Holders
The City shall furnish the following:

» Written and/or printed notices to EAHP certificat@ders advising them that units will
soon be available.

* Names and addresses of COP certificate holdersH®®shall address printed notices
created by Borrower using an MOHCD provided tenmgldBorrower is responsible for
the full cost of the mailing to COP certificate tiefs.

» Assistance to qualified tenants in filing COP ameHP applications or referral to an
appropriate housing counseling organization.

The Borrower agrees to:

* Written and mailed notices to COP certificate haddedvising them that units are
available using a template provided by MOHCD. Q@dilings are at the cost of the
Borrower.

» During the application period, conduct at least gaeeeral informational meeting for all
persons interested in applying for occupancy indéeeelopment, at which the Borrower
shall review application procedures.

» Specifically for COP and EAHP certificate holdersgke support services staff available
to provide assistance throughout the applicatiatcgss, as it may be needed, with the
goal of maximizing COP/EAHP patrticipation to theemt possible. The Borrower shall
ensure that COP/EAHP certificate holders are atvaesuch assistance is available.

Application

The Borrower agrees to use a pre-lottery applioatemplate provided by MOHCD.
After the lottery, the Borrower may require apptitato complete an additional application
provided such additional application is includedhe Marketing and Tenant Selection Plan and
pre-approved by MOHCD.

Pre-Lottery Application Status Reports

The Borrower agrees to supply the City with the esmaddresses, and housing
preference certificate numbers (when availabledlb&pplicants, including whether or not they
indicate they are eligible for COP or EAHP priorgfatus. The City will provide a template to
be used to provide this status report, at a minifrewrary seven (7) calendar days from the initial
date applications are accepted. The City willuimt verify within seven (7) calendar days which
such applicants are qualified as COP or EAHP ceaité holders.

After the application period has closed, and astl@i&e (5) business days prior to lottery
proceedings, a non-prioritized list of all inteexstapplicants will be provided to MOHCD on the
template provided. The list shall include applicaatmes, addresses, and whether the applicant
holds a COP or an EAHP certificate. If MOHCD does receive this final applicant list within
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five (5) business days prior to the lottery, itlvde cause to postpone the lottery proceedings
until the complete list is received.

Lottery

The Borrower shall ensure that all COP certificatdders receive first priority for
occupancy and EAHP certificate holders receive rs@qwiority for occupancy in twenty percent
(20%) of units, except in cases where approveddmmdimented occupancy priorities preempt
the COP and EAHP preferences. EAHP certificate drsldvho are not offered a unit in the
twenty percent (20%) set aside shall have equalaghat any remaining units as other qualified
applicants.

The Borrower shall hold a public lottery to seleenters. Applicants who submit a
complete application by the application deadlineenee a numbered lottery ticket whose twin
ticket is entered into the lottery. Upon pre-apmlofrom the City, lotteries may also be
conducted using names of applicants.

When a Borrower chooses to receive applicationsnhy, applicants must be notified
that applications must be post marked prior todpplication deadline. Borrowers receiving
applications via mail must allow five (5) businedasys from the application deadline before
scheduling the lottery to allow for mail delives stated above, the final application list is due
to MOHCD at least five (5) business days priorhe lottery, therefore Borrowers who elect to
receive applications via mail must allow ten (10¥iness days from the application deadline to
the lottery date.

Lotteries are held in a public, accessible locatidpplicants are invited to attend
lotteries, but attendance is not mandatory.

To conduct the lottery, the City and/or the Borrowkall pull application tickets from a
vessel and order and record the lottery resultank order by application ticket number. When
using names, Borrower shall pre-enter all applicaatnes onto individual name cards. All
EAHP certificate holders should have two name cafdames shall be pulled from a vessel in
rank order. There should be separate lotteries toeleach preference. First, COP certificate
holders will be drawn and ranked, followed by EAE®ttificate holders, followed by applicants
from the general population. The EAHP certifichtdéder's second card will be included in the
general lottery. Electronic lotteries are not akalv

The Borrower should use a large computer or projestreen or hand printed flip chart
sheets to display all numbers/names drawn andetpgesiced lottery number assigned for each
preference lottery and the general lottery. This be done by listing all applicants in separate
columns under each preference category.

The Borrower should record each name card/numbkettiassigned a lottery number
onto the applicant list template provided by MOHCRA.computer master list as well as a hand
printed paper list for double checking. Resultd m@main projected on a screen or posted flip
chart paper throughout the lottery drawing prodesshe public to view and record results.

The Borrower shall record the order of lottery nemsinames drawn and produce a final
ranked lottery list for each preference and for geeeral lottery. Once the lottery preferences
have been confirmed and applied, the Borrower muosfy applicants of their position in the
lottery by posting the results on Borrower’'s websit another public site and/or by mail.
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Post-Lottery Lease up Instructions

The Borrower agrees to contact each applicanttteriprank order to set up an interview
where the Borrower will receive supporting docursefitom the applicant (i.e., income
documentation, tax returns, and bank statements).

The Borrower agrees to income qualify each househmdmber based on the supporting
documents submitted by the applicant. Income fijcation cannot be based solely on what’s
reported by the applicant on the application.

In accordance with San Francisco Administrative €8ection 12H and applicable laws
of the State of California, Borrower shall not wstzen status as a qualification for selection.
Borrower shall not ask for social security inforioatprior determining the household’s income
eligibility.

The Borrower shall comply with San Francisco Poltmde Article 49, Sections 4901-
4920 (the “Fair Chance Ordinance”) and the spesiffreening requirements set forth in Exhibit |
(Tenant Screening Criteria Policy).

The Borrower agrees to offer units in ranked orderapplicants who meet all
gualifications. If an applicant is still in the iew process and the applicant behind them in
lottery rank order has been approved, the firstiegmt must be offered a specific unit that is
reserved for that applicant until all qualificatiohave been reviewed and approved.

In the case where an applicant is denied for housgnand appeals the denial, the
Borrower agrees to hold a comparable unit until thefinal decision has been made
regarding the appeal. Should Borrower determine that an applicant’s denial appeal will be
denied, Borrower will inform MOHCD of this decision with documentation used to sustain
the denial. MOHCD will confirm the denial is in accordance with Borrower’s eligibility
requirements. Borrower agrees to be in compliance ih all Fair Chance Ordinance
appeals process requirements.

If ineligibility is determined, the applicant wibe notified in writing within one week
after such determination is made, with a copy ®@ity. These applicants will also appear on
the status report.

Post-Lottery Status Report

Every seven (7) business days following any lottéey Borrower shall supply the City
with a lease-up status report on a MOHCD-providadplate. MOHCD has the right to audit
the Borrower’s lease up procedure and applicaes fivithin 24 hour notice during the lease up
period.

Response Deadline

Applicants who have been accepted and notifiedriting by the Borrower shall have at
least ten (10) calendar days thereafter to enteranlease agreement. If the applicant fails to
affirmatively respond, the application may be cthsmaking that unit available to the next
eligible tenant. Written notice shall be providedapplicants whose applications are closed after
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10 days due to a lack of response. Rejection ofittiteby a COP or EAHP certificate holder and
closed applications must be shown on the statustrépthe City.

Final Documentation
Within fourteen (14) calendar days after execubbm lease, the Borrower shall supply
the City with a copy of the following for all CORPé EAHP tenants:

» signed copy of lease
» copy of complete application
» ademographic report on all COP and EAHP applicants

Retention Policy
For MOHCD auditing purposes, Borrowers are requicekieep all supporting documents
for each applicant that has been interviewed fdeadt one year after the interview.

Re-rental of Low Income Units

Upon re-rental of any Low Income Unit or when resnjmg the project waitlist to new
applicants, the Borrower shall notify the City idvance of any vacancy or waitlist opportunity.
In no event shall the City be notified fewer thairty (30) days before the date of re-occupancy
for a vacant unit. In no event shall the City k#ifred fewer than thirty (30) days before a
closed waitlist is re-opened for new applicatiod®lation of the thirty (30) day notification
requirement may delay re-occupancy.

Waitlist applications shall be entered into a Iottas described above. All lottery
procedures listed in this document apply to wast bpenings. Appeals, response deadline,
application forms, and final documentation requieais listed above shall apply to all re-rentals.

Borrowers filling unit vacancies off a waitlist muaccept applications from approved
COP and EAHP certificate holders at any time, réigas of whether the waitlist is closed to
other applicants. If a COP or EAHP certificated®slis found eligible for a Low Income Unit in
the building, they shall be placed at the top efwhaitlist.

No more than seven (7) calendar days followingdae that any new applications are
accepted for a waitlist, the Borrower shall supghlg City with a status report listing names,
addresses and certificate numbers (when availaiflecOP and EAHP certificate holders
indicating the status of each application as of dade and the reason for any rejections.

The City will, in turn, verify within seven (7) aahdar days which such applicants are
gualified as COP or EAHP certificate holders.

On an annual basis and each time a new waitlistripis conducted, the City shall be

provided with a complete list of all applicant nanéottery rank on the waitlist, and whether
they hold a COP or EAHP certificate upon finalieatof the waitlist.
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EXHIBIT K

How are utilities paid by
the renter?

Renter pays own utility bills directly.
-OR-

Renter is charged a flat rate of $___ by a thirdypaendor for the following
utilities: on a monthly basis.

-OR-

All utilities are paid by the building.

Other fees and/or

building rules

Please list any fees for pets, mandatory insurdymenced check, etc. here.

Contact Person

Phone

Email

Website

How to obtain

application

an

Application deadline

, 5pm

Applications must be received in paper form (noefaxr emails) by 5pm on th
date of the deadline.

Address to which | Office:
application should be| Rental Manager Name:
delivered Address:
City/State/Zip Code:
Attn:
Open House Dates (iff Date:
applicable) Time:
Date:
Time:
Date:
Time:

Information Session

Enter date, time and location

Lottery

Enter date, time and location

(Consider working with City to rent Main Library Ket Auditorium if a larger
lottery is anticipated.)

Applicants do not need to be present at the latieesults will be posted t@lace
your web URL hereithin two weeks of the lottery.

Special Note(s)

4832-6073-9372
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VII. Application/Selection Process and Timeline

The City and County of San Francisco’s requiremédatsthe marketing, application
process, lottery process, tenant selection proagdstenant screening criteria are defined by
Exhibits H, I, J, & K.

[Please complete the following timeline as panyaifir Marketing Plan]

Timeline of Entire Procegsdd info as needed)

Task Name Date
Submittal of Marketing Plan to MOHCD
Marketing period (3 months)
Copy of Advertisements to required newspapers
Applications Available to public
Informational Workshop #1
Informational Workshop #2
Additional Community Outreach (if applicable)
Application Deadline
Lottery
Demographic Summary of all Applicants to MOHCD
Certificate of Preference count to MOHCD
Application Review / Approval Process- start date
Lease-up process / timeline
Initial MOHCD approvals returned
First Occupancy
Construction start date- projected
Project Closing- projected date

VIII. Document Review

I/We certify that I/we and all agents involved fretprocess of renting affordable units have read
Exhibits, H, I, J & K.

Representative (sign)

Representative (print)

Title (print)

Company (print)

Date (print)
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Flyer Template
Affordable Homes for Rent in San Francisco

Exterior Photo Interior Photo

4832-6073-9372 K-3




COP Postcard Template

Affordable Homes for Rent in San Francisco

Exterior Photo Interior Photo
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