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| FILE NO. 160322 RESOLUTION NO.

[Ground Lease Amendment - 1555 Turk Street - Laurel Gardens of Bethel A.M.E.
Church, L.P. - Up to $950,000 per Year, Including Mandatory $15,000 per Year Base Rent]

Resolution authorizing the execution and performance of an amendment to a Long-
Term Ground Lease of 99 years in length between the City and County of San
Francisco and Laurel Gardens of Bethel A.M.E. Church, L.P., a California limited
partnership, for real property located at 1555 Turk Street, in connection with the
refinancing and rehabilitation of 52 units of affordable housing for low and very low
income individuals and families, for an annual rent amount of up to $950,000 per year,

including a mandatory $15,000 per year base rent.

WHEREAS, The Former San Francisco Redevelopment Agency (the “Agency”) leased
the land for the property located at 1555 Turk Street, San Francisco, CA 94115 (Assessor’'s
Parcel Block No. 0754, Lot No. 028) (the “Property”) on October 1, 1998, to Laurel Gardens of
Bethel A.M.E. Church, L.P. (“Bethel); and

WHEREAS, Bethel has operated the building located thereon (the “Improvements”) as
affordable housing for low and very low income individuals and families; and

WHEREAS, Under California State Assembly Bill No. 1X26 (Chapter 5, Statutes of
2011-12, first Extraordinary Session) ("AB 26"), the Agency dissolved as a matter of law on
February 1, 2012, and pursuant to AB 26, as amended by California State Assembly Bill No.
1484 ("AB 1484"), and Resolution No. 11-12, adopted by the City's Board of Supervisors and

Mayor on January 26, 2012, Ordinance No. 215-12, adopted by the City’s Board of

Supervisors and Mayor on October 12, 2012, and the approved housing asset list submitted
by City to, and approved by, the State of California Department of Finance pursuant to AB
1484 (Cal. Health & Safety Code, Section 34176(a)(2)), City is successor in interest to

Agency's fee interest in the Property and to all of the Agency's rights and obligations with
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respect to the Lease and the Property; and

WHEREAS, The Mayor’s Office of Housing and Community Development (‘MOHCD”)
wishes to enter into an amendment to the Ground Lease with Laurel Gardens of Bethel
A.M.E. Church LP, in order to facilitate a refinance and rehabilitation project at 1555 Turk
Street which provides 52 units of affordable housing to low and very low income individuals
and families and to update the Ground Lease to comply with current MOHCD reporting
requirements; now, therefore, be it

RESOLVED, That in accordance with the recommendations of the Director of Property
and the Director of MOHCD, the Board of Supervisors hereby approves and authorizes the
Diréctor of Property, along with the Director of MOHCD, to finalize negotiations for the
amended Lease and following the negotiations for the amended Lease authorizes the Director
of MOHCD to execute and deliver the amended Lease; and, be it

FURTHER RESOLVED, That the Board of Supervisors authorizes the Director of
MOHCD, in consultation with the City Attorney, to enter into any additions, amendments or
other modifications to the amended Lease that the Director of MOHCD determines are in the
best interests of the City, do not decrease the revenues of the City in connection with the
Property, or otherwise materially increase the obligations or liabilities of the City, and are in
compliance with all applicable laws, including the City’s Charter; and, be it

FURTHER RESOLVED, That the Director of Property shall provide the Clerk of the
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Board of the Board of Supervisors a fully executed copy of the Amendment to the Ground

Lease within thirty (30) days of signature of same.

RECOMMENDED:

C) Mﬁa&%m&

‘Acting Director of Property

00— [

Director of the Mayor’s Office of Housing
and Community Development
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BUDGET AND FINANCE SUB-COMMITTEE MEETING APRIL 20, 2016

ltem 5 Departments:
File 16-0322 Mayor’s Office of Housing and Community Development (MOHCD)
Real Estate Division

Legislative Objectives

e Resolution authorizing the execution and performance of an amendment to a long-term
ground lease of 99 years between the City and County of San Francisco and Laurel
Gardens of Bethel A.M.E. Church, LP (Bethel), a California limited partnership, for real
property located at 1555 Turk Streef, in connection with the refinancing and rehabilitation
of 52 units of affordable housing for low and very low income individuals and families for
an annual rent amount of up to $950,000 per year, including a mandatory $15,000 per
year base rent.

Key Points

e On October 1, 1998, the former San Francisco Redevelopment Agency enter into a 99-year
ground lease with Bethel for the 1.47 acre property located at 1555 Turk Street to provide
52-units of affordable housing for low and very low income individuals and families. On
February 1, 2012, the Redevelopment Agency was dissolved and MOHCD assumed
responsibility for the Redevelopment Agency’s housing properties, including leases.

e The proposed amendment to the existing ground lease would (a) update provisions in the
lease to comply with current MOHCD reporting requirements, and (b) allow the 1555 Turk
Street property to be refinanced and rehabilitated.

Fiscal Impact

e Bethel has applied to Citibank for an up to $13,000,000 private loan to refinance and
rehabilitate all 52 units at 1555 Turk Street. Bethel will pay the bank refinance fees, use
the loan proceeds to pay off four existing loans and fund construction costs of $6,000,000
for total costs of approximately $11,722,845. The net difference of up to $1,277,155 will
be split one-third to Bethel and two-thirds to the City, which the City would hold in a
reserve account to be drawn by Bethel for affordable housing purposes, subject to
approval by MOHCD.

e On March 17, 2016, an appraisal report for the 1.47 acre 1555 Turk Street property
determined the As-Is Market Value was $9,500,000 or $148 per square foot, which
assumes the property is restricted for use as affordable housing. The maximum annual
rent to be paid to the City is $950,000, or10% of the appraised value.

Recommendation

e Approve the proposed resolution.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST



BUDGET AND FINANCE SUB-COMMITTEE MEETING APRIL 20, 2016

MANDATE STATEMENT

City Administrative Code Section 23.30 provides that the Board of Supervisors, by resolution,
may authorize the lease of real property owned by the City.

BACKGROUND

As part of the Western Addition A-2 Redevelopment Project Area, on October 1, 1998, the
former San Francisco Redevelopment Agency enter into a 99-year ground lease with Laurel
Gardens of Bethel A.M.E. Church, LP (Bethel), a California limited partnership, for the 1.47 acre
property located at 1555 Turk Street for $30,000 per year for Bethel to provide affordable
housing. The property included the 52-unit Laurel Garden Apartments, which were developed,
owned and operated by Bethel as affordable rental housing for low and very low income
individuals and families®. On February 1, 2012, the Redevelopment Agency was dissolved?, such
that the City, through the Mayor’s Office of Housing and Community Development (MOHCD), is
now responsible for the Redevelopment Agency’s housing properties, including the rights and
obligations with respect to existing leases.

DETAILS OF PROPOSED LEGISLATION

Resolution authorizing the execution and performance of an amendment to a long-term
ground lease of 99 years between the City and County of San Francisco and Laurel Gardens of
Bethel A.M.E. Church, LP, a California limited partnership, for real property located at 1555
Turk Street, in connection with the refinancing and rehabilitation of 52 units of affordable
housing for low and very low income individuals and families for an annual rent amount of up
to $950,000 per year, including a mandatory $15,000 per year base rent.

Under the proposed resolution, the Board of Supervisors would authorize the Director of
Property and the Director of the MOHCD to finalize negotiations and execute an amended
lease with Bethel. The Board of Supervisors would also authorize the Director of MOHCD, with
the City Attorney, to amend and/or modify the amended lease, if such changes do not
decrease City revenues or otherwise materially increase the City’s obligations of liabilities.

The major provisions of the proposed lease amendment include:
e City would receive minimum of $15,000 annua! base rent payments, which would be
considered an expense of the project. According to Ms. Faith Kirkpatrick, Project

Manager at MOHCD, $15,000 is the current MOHCD standard for ground lease annual
base rent payments for affordable housing projects.

e Sets the maximum annual rent for the Laurel Gardens Apartments at $950,000 per year.

! Households with incomes at or below 60% of the Area Median Income.
? In accordance with California State Assembly Bill No. 1X26 (AB26), as amended by the California State Assembly
Bill No 1484 (AB1484).

SAN FRANCISCO BOARD OF SUPERVISORS ’ BUDGET AND LEGISLATIVE ANALYST
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e Splits the $13,000,000 Citibank loan proceeds, after total expenses, or a net amount of
approximately $1,277,155, to provide up to one-third to Bethel ($422,000) and two-
thirds to the City (5855,155), which the City would hold in a reserve account that can
only be drawn by Bethel for affordable housing purposes, as approved by MOHCD.
Given that the cash proceeds that Bethel will receive from their private bank refinance
are unrestricted, by holding these funds in reserve, MOHCD will have the ability to
review and approve Bethel’s proposed expenditures to ensure that they are used for
affordable housing purposes.

e Splits the annual cash flow after expenses to provide one-third to Bethel and two-thirds
to the City. Based on current projections of approximately $320,000 annual cash flow
after expenses in 2018, the first year after the rehabilitation is completed, Bethel would
receive one-third or $106,667 and the City would receive two-thirds or $213,333. This is
consistent with current MOHCD terms in other ground leases, but this language was not
included in the original Bethel ground lease terms. The revenues received from this
project will fund MOHCD’s ongoing monitoring and preservation of affordable housing
and additional development of affordable housing through MOHCD loans to developers.

s Requires Bethel to provide Annual Monitoring Reports to MOHCD which includes
financial reporting on the property, to verify the annual residual receipts rent payments
to the City. Ms. Kirkpatrick advises that Bethel currently provides Annual Monitoring
Reports to MOHCD, however, this requirement was included in the original loan to
Bethel, which will be paid off in the proposed refinancing. This Annual Monitoring
Reports requirement will now be part of the amended ground lease.

The proposed amendment to the.existing ground lease would (a) update provisions in the lease
to comply with current MOHCD reporting requirements, and (b) allow the 1555 Turk Street
property to be refinanced and rehabilitated.

FISCAL IMPACT

Ms. Kirkpatrick advises that Bethel has applied to Citibank, a private bank, for an up to
$13,000,000 mortgage loan to refinance and rehabilitate all 52 units of affordable housing at
1555 Turk Street. Bethel will pay the bank refinance fees, use the loan proceeds to pay off four
existing loans: (1) original MOHCD loan for $1,039,189; (2) one original Bank of America loan for
$1,192,726; (3) one Northern California Community Loan Fund loan for $1,168,750; and (4) one
Bethel loan for $356,392, and then fund construction improvements of approximately
$6,000,000 for total costs of approximately $11,722,845. The net difference of approximately
$1,277,155 ($13 million loan less $11,722,845 total costs) would provide one-third to Bethel
($422,000) and two-thirds to the City ($855,155), which the City would hold in a reserve
account to be drawn by Bethel for affordable housing purposes, subject to approval by MOHCD.

With their loan proceeds, Bethel will provide approximately $6,000,000 of improvements to the
1555 Turk Street property, including repair and repaint exterior buildings, new playgrounds and -

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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landscaping, replace all windows, upgrade the community room, repair the heating, ventilation,
air conditioning (HVAC), install solar thermal heating, upgrade the electrical and fire safety
systems, renovate all the kitchens and bathrooms and related ADA upgrades. The costs also
include the temporary relocation of existing tenants. These improvements are anticipated to
take 14 months.

On March 17, 2016, Colliers International, a private valuation firm, issued an appraisal report
for the subject 1.47 acre (64,046 square feet) 1555 Turk Street property for Bethel, which
determined the As-Is Market Value of the leased fee property was $9,500,000 or $148 per
square foot. This assumes the property is restricted for use as affordable housing. As noted in
the proposed resolution, the maximum annual rent to be paid to the City is $950,000, or 10% of
the appraised value.

RECOMMENDATION

Approve the proposed resolution.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST



FIRST AMENDMENT TO GROUND LEASE

THIS FIRST AMENDMENT TO GROUND LEASE (this “Amendment”) is made by
and between the CITY AND COUNTY OF SAN FRANCISCO, a municipal corporation (the
“City” or “Landlord”), represented by the Mayor, acting by and through the Mayor’s Office of
Housing and Community Development (“MOHCD”) and LAUREL GARDENS OF BETHEL
A.ML.E. CHURCH, L.P., a California limited partnership (“Developer”), and is effective as of
, 2016.

RECITALS

A. The former San Francisco Redevelopment Agency (the “Agency”), as landlord, and
Developer, as tenant, are parties to that certain Ground Lease dated as of October 15,
1998 (the “Lease”), with respect to certain real property and improvements located at
1555 Turk Street, San Francisco, CA 94115 and commonly known as Laurel Gardens
Apartments (the “Property”).

B. Under California State Assembly Bill No. 1X26 (Chapter 5, Statutes of 2011-12, first
Extraordinary Session) ("AB 26"), the Agency dissolved as a matter of law on February
1, 2012, and pursuant to AB 26, as amended by California State Assembly Bill No. 1484
("AB 1484"), and Resolution No. 11-12, adopted by the City's Board of Supervisors and
Mayor on January 26, 2012, Ordinance No. 215-12, adopted by the City’s Board of
Supervisors and Mayor on October 12, 2012, and the approved housing asset list
submitted by City to, and approved by, the State of California Department of Finance
pursuant to AB 1484 (Cal. Health & Safety Code Section 34176(a)(2)), City is successor
in interest to Agency’s interest in the Property and to all of the Agency's rights and
obligations with respect to the Lease and the Property.

C. Developer has applied to Citibank, N.A., a national banking association (together with its
successors and assigns, the “Lender”), for a mortgage loan in the maximum principal
amount of $13,000,000 (the “Loan”) for the refinancing, rehabilitation, development,

equipping and/or operation of the Improvements (as defined in the Lease) located at the
Property.

D. Agency and Developer desire to amend the Lease pursuant to this Amendment as a
condition to Lender agreeing to make the Loan to Developer.

AGREEMENT

NOW, THEREFORE, in consideration of the premises and the mutual representations,
covenants and agreements herein contained, the parties hereto do hereby agree as follows:

1. Refinancing; Reserves. Notwithstanding anything to the contrary in Section 25.01 of the
Lease, in connection with the Loan, Developer and the City agree that “Cash-out
Proceeds” in an amount not to exceed $ [1,800,000.00] (the “Cash-out Proceeds”) shall
be applied as follows: One-third (1/3) of available Cash-out Proceeds will be distributed

First Amendment to Ground Lease
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4.

as unrestricted funds to the Developer; and two-thirds (2/3) of total Cash-Out Proceeds
shall be distributed to the City and held in an interest-bearing reserve by the City for use
by Developer or Bethel African Methodist Episcopal Church of San Francisco pursuant
to this Section (the “Restricted Proceeds”). Release of the Restricted Proceeds may be
requested by Developer in writing accompanied by copies of invoices, contracts or other
documents covering all amounts requested and are to be used by Developer or Bethel
African Methodist Episcopal Church of San Francisco for purposes related solely to the
development and operation of the Project or projects owned or controlled by Bethel
African Methodist Episcopal Church of San Francisco that are affordable to low-, lower-

~ or moderate-income households in the City and County of San Francisco unless the City

approves an alternative use, in its sole and absolute discretion. The City may deny or
approve Developer’s request for release of the Restricted Proceeds in its sole and
absolute discretion (except that any request for release related to the Project shall be
made in its reasonable discretion). Among the conditions to any release of Restricted
Proceeds shall be that no Event of Default, or event that with notice or the passage of
time or both could constitute an Event of Default under the Lease has occurred that
remains uncured. Any Restricted Proceeds that are not expended within ten (10) years of
the date of this Amendment shall be unencumbered and released in their entirety to the
City. The Developer may request an extension of this ten (10) year period and the City
may deny or approve such request in its sole and absolute discretion. For purposes of this
Section 1, “Cash-Out Proceeds” shall include all equity created by the Loan after paying
off all existing debt secured by the Project; payment of costs to complete the
rehabilitation of the Improvements as contemplated by the Loan documents in an amount
not to exceed the amount allocated to such costs in the budget (as approved by the City

- and Lender) attached hereto as Attachment 15; funding of any initial reserve account

deposits required by Lender as a condition to making the Loan; and paying costs
associated with the closing of the Loan; release of project operating accounts and/or
reserve accounts or other available cash assets (providing, however, that any replacement
reserve accounts may be released as Cash-out Proceeds only so long as the account is not
less than $1,000/unit as of the date the Loan is funded) and any developer fee approved
by MOHCD.

The underlined language below is hereby added to Section 1.03 of the Lease, such that
Section 1.03 of the Lease reads as follows:

1.03 Developer means Laurel Gardens of Bethel A M.E. Church, L.P.,
a California limited partnership, or its permitted successors as holder of
the leasehold estate in the Site and fee ownership of the Improvements,
including a Subsequent Owner, where appropriate.

Section 1.11 of the Lease is hereby revised to read as follows:

1.11  Lender means the holder of any Leasehold Mortgage consented to by the City as
required by Article 25.01.

The following sections are hereby added to the Lease as new sections:

First Amendment to Ground Lease
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1.18 Subsequent Owner means any successor (including a Lender or
an affiliate or assignee of a Lender as applicable) to the Developer’s
interest in the Leasehold Estate and the Improvements following a
foreclosure, deed in lieu of foreclosure, or transfer to a Lender, its affiliate,
and any successors to any such person or entity.

1.19 Surplus Cash means the excess of Project Income over Project
Expenses. All permitted uses and distributions of Surplus Cash shall be
governed by Section 6.02h of this Lease.

1.20 Project Expenses means all charges incurred by Developer in the
operation of the Project including but not limited to: (a) lease payments,
utilities, real estate and/or possessory interest taxes, assessments, and
liability, fire and other hazard insurance premiums; (b) salaries, wages and
other compensation due and payable to the employees or agents of
Developer who maintain, administer, operate or provide services in
connection with the Project, including all withholding taxes, insurance
premiums, Social Security payments and other payroll taxes or payments
required for such employees; (c) required payments of interest, principal
or annual servicing fees, if any, on any construction or permanent
financing secured by the Project; (d) all other expenses incurred by
Developer to cover routine operating and services provision costs of the
- Project, including maintenance and repair and the reasonable fee of any
managing agent; (e) any extraordinary expenses as approved in advance
by the City; and (f) deposits to reserves accounts required to be established
under any loan documents executed in connection with any Leasehold
Mortgage.

1.21 Project Income means all revenue, income receipts, and other
consideration actually received from the operation of leasing the
Improvements and Project, including non-residential and/or commercial
uses of the Site. Project Income shall include but not be limited to: all
rents, fees and charges paid by tenants or users of any portion of the Site;
Section 8 or other rental subsidy payments received for the dwelling units;
supportive services funding, if applicable; commercial lease income;
deposits forfeited by tenants; all cancellation fees, price index adjustments
and any other rental adjustments to leases or rental agreements; proceeds
from vending and laundry room machines; and the proceeds of business
interruption or similar insurance. Project Income shall not include
tenants’ security deposits, loan proceeds, capital contributions or similar
advances.

1.22  First Lease Payment Year means the year in which rehabilitation
activities are completed on the Project, as evidenced by a notice of

completion, to be recorded in the San Francisco Recorder’s Office.

First Amendment to Ground Lease
Laurel Gardens Apartments 3



5. Article 4 of the Lease is hereby deleted in its entirety and replaced with the following:
ARTICLE 4: RENT
4.01 Annual Rent

Developer shall pay to the City up to Nine Hundred Fifty Thousand
Dollars ($950,000.00) (the “Annual Rent”) per year for each year of the Term of
this Ground Lease, which is equal to ten percent (10%) of appraised value of the
Site as of the Effective Date, and consists of Base Rent and Residual Rent, as
defined in Sections 4.02 and 4.03 below, without offset of any kind (except as
otherwise permitted by this Lease) and without necessity of demand, notice or
invoice. Annual Rent shall be re-determined on the fifteenth (15th) anniversary
of the date of the first payment of Base Rent pursuant to Section 4.02(a) below
and every fifteen (15) years thereafter, and shall be equal to ten percent (10%) of
the appraised value of the Site as determined by an MAI appraiser selected by and
at the sole cost of the Project. Notwithstanding the foregoing, Annual Rent shall
be re-determined upon any renewal or execution of 20 year HAP contract or loss
of such a contract. '

4.02 Base Rent

4.02a. “Base Rent” means FIFTEEN THOUSAND DOLLARS ($15,000)
per annum. Base Rent shall be due and payable in arrears on January 31st of each
Lease Year, provided, however, no Base Rent shall be due until after completion
of the rehabilitation of the Improvements, as evidenced by a notice of completion.
The first Base Rent payment shall be due on the January 31 of the calendar year
following the issuance of the notice of completion; and provided, further, that in
the event that the Developer or, if applicable, any Subsequent Owner, fails, after
notice and opportunity to cure, to comply with the provisions of Section 9.02,
Base Rent shall be increased to the full amount of the Annual Rent until such time
as the Project achieves compliance with the provisions of Section 9.02, or in the
event that a Subsequent Owner elects pursuant to Section 26.06(ii) to operate the
Project without being subject to Section 9.02 or any Subsequent Owner elects,
pursuant to Section 26.06(ii), to operate the Project without compliance with such
provisions, Base Rent shall be increased to the full amount of the Annual Rent.

4.02b If the Project does not have sufficient Project Income to pay Base
Rent in any given Lease Year and the City has received written notice from
Developer regarding its inability to pay Base Rent from Project Income no fewer
than sixty (60) days prior to the Base Rent due date along with supporting
documentation for Developer’s position that it is unable to pay Base Rent from
Project Income, the unpaid amount shall be deferred and all such deferred
amounts shall accrue without interest until paid (“Base Rent Accrual”). The
Base Rent Accrual shall be due and payable each year from and to the extent
Surplus Cash is available to make such payments in accordance with Section
6.02h and, in any event, upon the earlier of sale of the Project or termination of
this Ground Lease.

First Amendment to Ground Lease
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4.02c. If Developer has not provided City with the required written notice
and documentation under 4.02b in connection with its claim that it cannot pay
Base Rent due to insufficient Project Income, and/or the City has reasonably
determined that Developer’s claim that it is unable to pay Base Rent is not
supported by such documentation, the City shall assess a late payment penalty of
two percent (2%) for each month or any part thereof that any Base Rent payment
is delinquent. This penalty shall not apply to Base Rent Accrual that has been
previously approved by the City pursuant to Section 4.02b. The Developer may
request in writing that the City waive such penalties by describing the reasons for
Developer’s failure to pay Base Rent and Developer’s proposed actions to insure
that Base Rent will be paid in the future. The City may, in its sole discretion,
waive in writing all or a portion of such penalties if it finds that Developer’s
failure to pay Base Rent was beyond Developer’s control and that Developer is
diligently pursuing reasonable solutions to such failure to pay.

4.03 Residual Rent

‘“Residual Rent” means, in any given Lease Year, up to Nine Hundred
Thirty Five Thousand Dollars ($935,000.00). Residual Rent shall be due in
arrears on April 15th following each Lease Year, payable only to the extent of
Surplus Cash as provided in Section 6.02(f), and any unpaid Residual Rent shall
not accrue. However, in the event that Surplus Cash is insufficient to pay the full
amount of the Residual Rent, Developer shall certify to the City in writing by
April 15 that available Surplus Cash is insufficient to pay Residual Rent and
Developer shall provide to City any supporting documentation reasonably
requested by City to allow City to verify the insufficiency.

4.04 Absolute Net Lease

. This Ground Lease is an absolute net lease and the Developer shall be
responsible to pay all costs, charges, taxes, impositions and other obligations
related thereto. If the Agency pays any such amounts, whether to cure a default
or otherwise protect its interests hereunder, the Agency will be entitled to be
reimbursed by Developer the full amount of such payments as additional rent on
the next rent payment date.

6. Section 6.02f. is hereby deleted in its entirety and replaced with the following;

6.02f Marketing and Tenant Selection Plan. No later than sixty (60)
days before the completion of the rehabilitation, Developer must deliver to the
City for the City's review and approval an affirmative plan for ongoing marketing
of the units and a written Tenant selection procedure for ongoing renting of the
units substantially in the form attached hereto as Attachment 14 (the “Marketing
and Tenant Selection Plan”) all in compliance with the restrictions set forth in the
Bond Regulatory Agreement and in form and substance acceptable to the City.
Developer must obtain the City's approval of reasonable alterations to the
Marketing and Tenant Selection Plan. Developer must market and rent the units

First Amendment to Ground Lease
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in the manner set forth in the Marketing and Tenant Selection Plan, as approved
by the City. Before marketing any units, Developer must provide the City with
updated implementation and contact information.

- 6.02f1 Affirmative Marketing and Tenant Selection Plan
Requirements. Developer's Marketing and Tenant Selection Plan must address
how Developer intends to market vacant units and any opportunity for placement
on the Waiting List (as defined below). The Marketing and Tenant Selection Plan
shall include as many of the following elements as are appropriate to the Project,
as determined by the City:

(A) A reasonable accommodations policy that indicates how
Developer intends to market units to disabled individuals, including an indication
of the types of accessible units in the Project, the procedure for applying, and a
policy giving disabled individuals a priority in the occupancy of accessible units.

(B) A plan that satisfies the requirement to give preference in
occupying units first to Certificate of Preference Holders in accordance with the
Operational Rules for San Francisco Housing Lotteries and Rental Lease Up
Activities attached hereto as Attachment 13.

(C) A plan that satisfies the requirement to give preference in
occupying units second to EAHP Certificate Holders in accordance with
Attachment 13.

(D)  Advertising in  local neighborhood newspapers,
community-oriented radio stations, on the internet and in other media that are
likely to reach low-income households. All advertising must display the Equal
Housing Opportunity logo.

(E) Notices to neighborhood-based, nonprofit housing
corporations and other low-income housing advocacy organizations that maintain
waiting lists or make referrals for below-market-rate housing.

(F)  Notices to the San Francisco Hoﬁsing Authority.
(G) Notices to MOHCD.

(H) To the extent practicable, Developer must give preference
to potential tenants who have been displaced from other units in the City by
rehabilitation or construction work financed in whole or part by the City. To
implement this requirement, Developer agrees to give preferential consideration
to applications of displaced persons provided to Developer by the City.

First Amendment to Ground Lease
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D To the extent practicable, without holding units off the
market, the community outreach efforts listed above must take place before
advertising vacant units or open spots on the Waiting List to the general public.

()  An acknowledgement that, with respect to vacant units, the
marketing elements listed above shall only be implemented if there are no
qualified applicants interested or available from the Waiting List.

6.02f.11 Marketing and Tenant Selection Plan & Tenant Screening
Criteria Requirements:

‘ (A) Developer’s Marketing and Tenant Selection Plan shall
comply with the requirements of the Tenant Selection Plan Policy as set forth in
the attached Attachment 11. The Marketing and Tenant Selection Plan must be
kept on file at the Project at all times.

(B)  Developer’s tenant screening criteria must comply with the
Tenant Screening Criteria Policy set forth in the attached Attachment 12.

6.021f.1ii Marketing Records. Developer must keep records of:
(a) activities implementing the Marketing and Tenant Selection Plan;
(b) advertisements; and (c) other community outreach efforts.

6.02f.iv Waiting List. Developer's Marketing and Tenant Selection
Plan must contain, at a minimum, policies and criteria that provide for the
selection of tenants from a written waiting list in the chronological order of their
application (the "Waiting List"). The Marketing and Tenant Selection Plan may
allow an applicant to refuse an available unit for good cause without losing
standing on the Waiting List but shall limit the number of refusals without cause
as approved by the City. Developer shall at all times maintain the Waiting List.
Upon the vacancy of any unit, Developer shall first attempt to select the new
Tenant for such unit from the Waiting List, and shall only market the unit to the
general public after determining that no applicants from the Waiting List qualify
for such unit. The Waiting List must be kept on file at the Project at all times.

7. The following Section 6.02h is hereby added to the Lease:

6.02h Permitted Uses of Surplus Cash.

{ All annual Project Income, prior to the calculation of Surplus Cash, shall
be used to pay Project Expenses. If the Developer is in compliance with all
applicable requirements and agreements under this Ground Lease, Developer shall
then use any Surplus Cash to make the following payments:

1. First to Base Rent Accrual payments, if any;
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1i. Then, any remaining Surplus Cash shall be used as follows: (a)
one-third (1/3) of remaining Surplus Cash may be retained by
Developer and may be used by Developer to pay distributions or
other payments in accordance with Developer’s partnership
agreement and (b) two-thirds (2/3) of Surplus Cash shall be
allocated to the City. The City’s portion of Surplus Cash will be
applied to Residual Rent. In the event the City's portion of Surplus
Cash exceeds the maximum Annual Rent permitted under Section
4.01, any excess may be retained by Developer to pay distributions
or other payments in accordance with Developer's partnership
agreement.

8. Article 7 of the Lease is hereby amended as follows:

() Attachment 9 is hereby deleted and replaced with Attachment 10, attached hereto
and by this reference made a part hereof, and all references to “Attachment 9” in Article 7 and
elsewhere in the Lease are hereby replaced with “Attachment 10”.

(b)  The following paragraph is hereby added to the end of Article 7:

Developer must file with the Agency annual report forms (the "Annual
Monitoring Report") that include audited financial statements with an
income and expense statement for the Project covering the applicable
reporting period, a statement of balances, deposits and withdrawals from
all project accounts, line item statements of Project Expenses, Project
Income, Project Fees (if any), Residual Receipts and any distributions
made, evidence of required insurance, a description of marketing activities
and a rent roll, and an income computation and certification for each
household, no later than one hundred twenty (120) days after the end of
Developer's fiscal year. The Annual Monitoring Report must be in
substantially the form attached as Attachment 10 or as later modified
during the Lease term. If the source of Funds is federal, Developer must
also provide an annual accounting of program income, as defined in
applicable federal regulations.

9. The underlined language below is hereby added to the second to last sentence of Section
20.01 of the Lease, such that sentence of Section 20.01 of the Lease reads as follows:

In the event Developer is required, or elects, to restore the Improvements, all
proceeds of any policy of insurance required to be maintained by Developer under
this Ground Lease shall, subject to the rights of Lenders, be used-by Developer for
that purpose and Developer shall make up from its own funds or obtain additional
financing as reasonably approved by Agency any deficiency between the amount
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of insurance proceeds available for the work of restoration and the actual cost
thereof.

10. Thé underlined language below is hereby added to, and the strikethrough language below
is hereby deleted from, Section 20.03 of the Lease, such that Section 20.03 of the Lease
reads as follows:

20.03 Distribution of the Insurance Proceeds.

In the event of an election by Developer to terminate and surrender as
provided in Section 20.01, the priority and manner for distribution of the proceeds
of any insurance policy required to be maintained by Developer hereunder shall
be as follows:

(3)  First, to the Lenders, in order of their priority, to control, disburse
or apply to anvy ouistanding loan amounts in accordance with the terms their
respective Leasehold Mortgages:

(ab)  Second, to pay for the cost of removal of all debris from the Site or
adjacent and underlying property, and for the cost of any work or service required
by any statute, law, ordinance, rule, regulation or order of any federal, state or
local government, or any agency or official thereof, for the protection of persons
or property from any risk, or for the abatement of any nuisance, created by or
arising from the casualty or the damage or destruction caused thereby;

, (bc) SeeendThird, to compensate Agency for any diminution in the
value (as of the date of the damage or destruction) of the Site as a raw
development site caused by or arising from the damage or destruction;

| (ed) - The remainder to Developer.
& oy - £ e icle 20.03 shall | L 4
11.  The underlined language below is hereby added to Section 26.03(i) of the Lease, and

Section 26.03(ii) is hereby deleted in its entirety and replaced with Section 26.03(ii)
below, such that Sections 26.03(i) and (ii) of the Lease read as follows:

6] If such event of default is a failure to pay a monetary obligation of
Developer, Lender shall have failed to cure such default within sixty (60) days from
the date of written notice from the Agency to Lender; or

(i)  If such event of default is not a failure to pay a monetary
obligation of Developer, Lender shall have failed, (A) within thirty (30)
days of receipt of said written notice, to provide written response to
Agency specifying Lender’s proposed response to Developer’s default,

First Amendment to Ground Lease
Laurel Gardens Apartments 9



and (B) either (a) within sixty (60) days of receipt of Agency’s written
notice, to remedy such default; or (b) within one hundred eighty (180)
days to obtain title to Developer’s interest in the Site in lieu of foreclosure;
or.(c) within one hundred eighty (180) days to commence foreclosure or
other appropriate proceedings in the nature thereof (including the
appointment of a receiver) and thereafter diligently prosecute such
proceeding to completion, in which case such event of default shall be
remedied or deemed remedied in accordance with Article 26.04 below.

12.  The underlined language below is hereby added to Section 26.04 of the Lease, such that
Section 26.04 of the Lease reads as follows:

Any event of default under this Ground Lease which in the nature thereof
cannot be remedied by Lender shall be deemed to be remedied if (i) within
thirty (30) days after receiving notice from the Agency setting forth the
nature of such event of default, or prior thereto, Lender shall have
provided written response to Agency specifying Lender’s proposed course
of action in response to such event of default, and within one hundred
eighty (180) days after receipt of Agency’s notice shall have acquired
Developer’s leasehold estate created hereby or shall have commenced
foreclosure or other appropriate proceedings in the nature thereof, (ii)
Lender shall diligently prosecute any such proceedings to completion, (iii)
Lender shall have fully cured any event of default arising from failure to
pay or perform any monetary obligation in accordance with the terms of
this Ground Lease, and (iv) after gaining possession of the Site perform, or
diligently proceed to perform, all other obligations of Developer as and
when the same are due in accordance with the terms of this Ground Lease.

13.  The underlined language below is hereby added to, and the strikethrough language below
is hereby deleted from, Section 26.05 of the Lease, such that Section 26.05 of the Lease
reads as follows:

If Lender is prohibited by any process or injunction issued by any court or
by reason of any action by any court having jurisdiction of any bankruptcy
or insolvency proceeding involving Developer from commencing or
prosecuting foreclosure or other appropriate proceedings in the nature
thereof, the times specified in Articles 26.03 and 26.04 above for
commencing or prosecuting such foreclosure or other proceedings shall be
extended for the period of such prohibition; provided that Lender shall
have fully cured any default in the payment of any menetary-ebligations
Base Rent by ef Developer under this Ground Lease as more particularly
limited by Section 26.08 and shall continue to pay currently such Base
Rent and all other monetary obligations of Developer as and when the
same fall due, If this Ground Lease is terminated or rejected by Developer
in. bankruptcy, Agency agrees to enter into a new ground lease with the
Lender for the remainder of the Ground Lease term on the same terms set
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forth in this Ground Lease. And, specifically provided that in the event
the Ground Lease is terminated for any reason, including, without
limitation, a termination or rejection through any bankruptcy proceeding
or a foreclosure transferee becomes the legal owner of Developer’s
interest in the Property, and upon written request by the most senior
Lender or the Subsequent Owner thereof given within sixty (60) days after
such termination or acquisition by Subsequent Owner of Tenant’s interest
in the Project, as applicable, Agency shall enter into a new lease of the
Project with such Lender or the Subsequent Owner for the remainder of
the Ground Lease term with the same agreements, covenants, reversionary
interests and conditions (except for any requirements which have been
fulfilled by Developer prior to termination) as are contained in the Ground
Lease and with priority equal to the Ground Lease.

14.  The underlined language below is hereby added to Section 26.06(iv) of the Lease, such
that Section 26.06(iv) of the Lease reads as follows:

(iv)  Any limited partners of Developer shall have the same
rights as any Lender under Sections 26.02, 26.03, and 26.06 (iii),and
any reference to a Lender in said section shall be deemed to include
such limited partners; provided, however, that the rights of such

" limited partners shall be subordinate to the rights of any Lender.

15.  The following sections are added to the Lease as a new Sections 26.08, 26.09, 26.10,
26.11, 26.12, and 26.13:

26.08 Ground Lease Rent after Lender Foreclosure or Assignment

Upon foreclosure of a Leasehold Mortgage or assignment of the
Leasehold Estate in lieu of such foreclosure any accrued Base Rent in
excess of an amount equal to $75,000.00 that remains unpaid at the time
of such foreclosure or assignment in lieu of foreclosure shall be forgiven
by the Agency, and shall not be an obligation of the Lender or any other
Subsequent Owner.

26.09 Preservation of Leasehold Benefits.

Until such time as Lender notifies the Agency in writing that the
obligations of the Developer under its loan documents have been satisfied,
Agency agrees:

(a) That the Agency shall not voluntarily cancel or surrender
this Ground Lease, or accept a voluntary cancellation or surrender of this
Ground Lease by Developer, or materially amend this Ground Lease to
increase the obligations of the Developer or the rights of Agency
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thereunder, without the prior written consent of the Permitted Limited
Partner and each Lender (which will not be unreasonably withheld or
delayed);

(b)  That Agency shall not enforce against a Lender any waiver
or election made by the Developer under this Ground Lease which has a
material adverse effect on the value of the Leasehold Estate under this
Ground Lease without the prior written consent of the Lender (which will
not be unreasonably withheld or delayed);

(c) That, if a Lender makes written request for the same within
fifteen (15) days after Lender receives written notice of termination of this
Ground Lease, Agency will enter a new lease with such Lender
commencing on the date of termination of the Ground Lease and ending
on the normal expiration date of the Ground Lease, on substantially the
same terms and conditions as the Ground Lease and subject to the rent
provisions set forth in the Ground Lease, and with the same priority as
against any subleases or other interests in the Premises; provided that such
Lender cures all unpaid monetary defaults under the Ground Lease
through the date of such termination; and

(d)  That Agency shall provide reasonable prior notice to each
Lender of any proceedings for adjustment or adjudication of any insurance
or condemnation claim involving the Premises and will permit each
Lender to participate therein as an interested party. :

26.10 No Merger.

The Leasehold Estate in the Site pursuant to this Ground Lease
shall not merge with the fee interest in the Improvements, notwithstanding
ownership of the leasehold and the fee by the same person, without the
prior written consent of each Lender.

26.11 .Agencv Bankruptcy.

(a) If a bankruptcy proceeding is filed by or against Agency,
Agency shall immediately notify each Lender of such filing and shall
deliver a copy of all notices, pleadings, schedules, and similar materials
regarding the bankruptcy proceeding to each Lender.

(b)  Agency acknowledges that (i) the Developer seeks to
construct improvements on the Site using proceeds of the loans provided
by the Lenders, and (ii) it would be unfair both to Developer and the
Lenders to.sell the Site free and clear of the leasehold. Therefore, Agency
waives its right to sell Agency’s fee interest in the Site pursuant to Section
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363(f) of the Bankruptcy Code, free and clear of the leasehold interest
under this Ground Lease.

(¢) If a bankruptcy proceeding is filed by or on behalf of
Agency, Agency agrees as follows: (i) the Developer shall be presumed to
have objected to any attempt by Agency to sell the fee interest free and
clear of the leasehold under this Ground Lease; (ii) if Developer does not
so object, each Lender shall have the right to so object on its own behalf or
on behalf of the Developer; and (iii) in connection with any such sale, the
Developer shall not be deemed to have received adequate protection under
Section 363(e) of the Bankruptcy Code, unless it shall have received and
paid over to each Lender outstanding balance of the obhgatlons under its
respective loan.

(d)  Agency recognizes that the Lenders are authorized on
behalf of the Developer to vote, participate in, or consent to any
bankruptcy, insolvency, receivership, or court proceeding concerning the
leasehold interest under this Ground Lease.

26.12No Changes to Lease

Agency will not make or accept any voluntary surrender,
cancellation, modification or amendment of or to the Ground Lease at any
time while any Leasehold Mortgage is in effect, nor will Agency convey
all or any part of the property subject to the Leasehold Estate to
Developer, nor will Developer accept such conveyance, without first
obtaining the prior written consent of the Leasehold Mortgagees.

26.13Voluntary Termination

In no event shall any abandonment of the Property or the
Leasehold Estate or any action by Developer to terminate the Ground
Lease be effective without the prior written consent of the Leasehold
Mortgagees. Agency agrees that it shall give notice of any such
abandonment or action by Developer to Leasehold Mortgagees, and
Leasehold Mortgagees shall thereupon be entitled to exercise its rights and
remedies under the Leasehold Mortgage and the provisions of Section 26.

16. Article 27 is hereby deleted in its entirety.

17.  The underlined language below is hereby added to Section 28.06(i) of the Lease, such
that Section 28.06(i) of the Lease reads as follows:

) First, to the extent required by a Lender in accordance with
its loan documents, to pay the balance due on any outstanding Leasehold

Mortgages and other outstanding or unpaid obligations and/or liabilities,
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including but not limited to, trade accounts, taxes, payroll accruals and
lease residuals, to the extent provided in such Leasehold Mortgages and
any related loan documents.

18.  The strikethrough language below is hereby deleted from Section 28.07 of the Lease,
such that Section 28.07 of the Lease reads as follows:

28.07 Payment to Lenders

In the event the Improvements are subject to the lien of a
Leasehold Mortgage on the date when any compensation resulting from a
condemnation or threatened condemnation is to be paid to Developer, such |
award shall be disposed of as provided in the Lender's loan documents;

19.  Notwithstanding anything in the Lease to the contrary, all provisions relating to cross-
defaults between the Lease and any financing document or Leasehold Mortgage (as such
term is defined in the Lease), including, without limitation, Sections 3(b), 19.04a(7), and
25.04c of the Lease, are hereby deleted in their entirety.

20.  The following section is hereby added to the Lease as Article 50:

50: GENERAL PROVISIONS

50.1 Amendments

Neither this Lease nor any terms or provisions hereof may be changed,
waived, discharged or terminated, except by a written instrument signed by the
party against which the enforcement of the change, waiver, discharge or
termination is sought. No waiver of any breach shall affect or alter this Lease, but
each and every term, covenant and condition of this Lease shall continue in full
force and effect with respect to any other then-existing or subsequent breach
thereof. Any amendments or modifications to this Lease, including, without
limitation, amendments to or modifications to the exhibits to this Lease, shall be
subject to the mutual written agreement of Agency and Developer, and Agency’s
agreement may be made upon the sole approval of the City’s Director of Property,
or his or her designee; provided, however, material amendments or modifications
to this Lease (a) changing the legal description of the Site, (b) increasing the
Term, (c) increasing the Rent, (d) changing the general use of the Site from the
use authorized under this Lease, and (e) any other amendment or modification
which materially increases the Agency’s liabilities or financial obligations under
this Lease shall additionally require the approval of the City’s Board of
Supervisors.
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50.2 Public Transit Information

Developer shall establish and carry on during the Term a program to
encourage maximum use of public transportation by personnel of Developer
employed on the Premises, including, without limitation, the distribution to such
employees of written materials explaining the convenience and availability of
public transportation facilities adjacent or proximate to the Premises and
encouraging use of such facilities, all at Developer’s sole expense.

50.3 Wages and Working Conditions

Developer agrees that any person performing labor in connection with the
Developer Improvements or any Alterations at the Premises that is a “public
work” as defined under San Francisco Administrative Code Section 6.22(E) or
California Labor Code Section 1720 ef seq. (which includes certain construction,
alteration, demolition, installation, repair, carpet laying, or refuse hauling work if
paid for in whole or part out of public funds) shall be paid not less than the
highest prevailing rate of wages consistent with the requirements of
Section 6.22(E) of the San Francisco Administrative Code, and shall be subject to
the same hours and working conditions, and shall receive the same benefits as in
each case are provided for similar work performed in San Francisco County.
Developer shall include in any contract for such Developer Improvements and
Alterations a requirement that all persons performing labor under such contract
shall be paid not less than the highest prevailing rate of wages for the labor so
performed. Developer shall require any contractor to provide, and shall deliver to
Agency upon request, certified payroll reports with respect to all persons
performing such labor at the Premises.

50.4 Non-Discrimination in City Contracts and Benefits Ordinance
(a)  Covenant Not to Discriminate

In the performance of this Lease, Developer agrees not to discriminate
against any employee, any City employee working with Developer, or applicant
for employment with Developer, or against any person seeking accommodations,
advantages, facilities, privileges, services, or membership in all business, social,
or other establishments or organizations, on the basis of the fact or perception of a
person’s race, color, creed, religion, national origin, ancestry, age, height, weight,
sex, sexual orientation, gender identity, domestic partner status, marital status,
disability or Acquired Immune Deficiency Syndrome or HIV status (AIDS/HIV
status), or association with members of such protected classes, or in retaliation for
opposition to discrimination against such classes.

(b)  Subleases and Other Subcontracts

Developer shall include in all Subleases and other subcontracts relating to
the Premises a non-discrimination clause applicable to such Subtenant or other
subcontractor in substantially the form of subsection (a) above. In addition,
Developer shall incorporate by reference in all subleases and other subcontracts
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the provisions of Sections 12B.2(a), 12B.2(c)-(k), and 12C.3 of the San Francisco
Administrative Code and shall require all subtenants and other subcontractors to
comply with such provisions. Developer’s failure to comply with the obligations
in this subsection shall constitute a material breach of this Lease.

(© Non-Discrimination in Benefits

Developer does not as of the date of this Lease and will not during the
term of this Lease, in any of its operations in San Francisco, on real property
owned by City, or where the work is being performed for the City or elsewhere
within the United States, discriminate in the provision of bereavement leave,
family medical leave, health benefits, membership or membership discounts,
moving expenses, pension and retirement benefits or travel benefits, as well as
any benefits other than the benefits specified above, between employees with
domestic partners and employees with spouses, and/or between the domestic
partners and spouses of such employees, where the domestic partnership has been
registered with a governmental entity pursuant to state or local law authorizing
such registration, subject to the conditions set forth in Section 12B.2(b) of the
San Francisco Administrative Code.

(d) CMD Form

As a condition to this Lease, Developer shall execute the "Chapter 12B
Declaration: Nondiscrimination in Contracts and Benefits" form (Form CMD-
12B-101) with supporting documentation and secure the approval of the form by
the San Francisco Contract Monitoring Division. Developer hereby represents
that prior to execution of this Lease, (i) Developer executed and submitted to the
CMD Form CMD-12B-101 with supporting documentation, and (ii) the CMD
approved such form.

(e) Incorporation of Administrative Code Provisions by Reference

The provisions of Chapters 12B and 12C of the San Francisco
Administrative Code relating to non-discrimination by parties contracting for the
lease of City property are incorporated in this Section by reference and made a
part of this Agreement as though fully set forth herein. Developer shall comply
fully with and be bound by all of the provisions that apply to this Lease under
such Chapters of the Administrative Code, including but not limited to the
remedies provided in such Chapters. Without limiting the foregoing, Developer
understands that pursuant to Section 12B.2(h) of the San Francisco
Administrative Code, a penalty of Fifty Dollars ($50) for each person for each
calendar day during which such person was discriminated against in violation of
the provisions of this Lease may be assessed against Developer and/or deducted
from any payments due Developer.

50.5 MacBride Principles - Northern Ireland

The City and County of San Francisco urges companies doing business in
Northern Ireland to move toward resolving employment inequities and
encouragés them to abide by the MacBride Principles as expressed in
San Francisco Administrative Code Section 12F.1 et seq. The City and County of
San Francisco also urges San Francisco companies to do business with
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corporations that abide by the MacBride Principles. Developer acknowledges that
it has read and understands the above statement of the City and County of
San Francisco concerning doing business in Northern Ireland.

50.6 Tropical Hardwood and Virgin Redwood Ban

The City and County of San Francisco urges companies not to import,
purchase, obtain or use for any purpose, any tropical hardwood, tropical
hardwood wood product, virgin redwood or virgin redwood wood product.
Except as expressly permitted by the application of Sections 802(b) and 803(b) of
the San Francisco Environment Code, Developer shall not provide any items to
the construction of Developer Improvements or the Alterations, or otherwise in
the performance of this Lease which are tropical hardwoods, tropical hardwood
wood products, virgin redwood, or virgin redwood wood products. In the event
Developer fails to comply in good faith with any of the provisions of Chapter 8 of
the San Francisco Environment Code, Developer shall be liable for liquidated
damages for each violation in any amount equal to Developer’s net profit on the
contract, or five percent (5%) of the total amount of the contract dollars,
whichever is greater.

50.7 Restrictions on the Use of Pesticides

Chapter 3 of the San Francisco Environment Code (the Integrated Pest
Management Program Ordinance or “IPM Ordinance”) describes an integrated
pest management (“IPM”) policy to be implemented by all City departments.
Developer shall not use or apply or allow the use or application of any pesticides
on the Premises or contract with any party to provide pest abatement or control
services to the Premises without first receiving Agency’s written approval of an
IPM plan that (i) lists, to the extent reasonably possible, the types and estimated
quantities of pesticides that Developer may need to apply to the Premises during -
the term of this Lease, (ii) describes the steps Developer will take to meet the
City’s IPM Policy described in Section 300 of the IPM Ordinance and
(iii) identifies, by name, title, address and telephone number, an individual to act
as the Developer’s primary IPM contact person with the City. Developer shall
comply, and shall require all of Developer’s contractors to comply, with the IPM
plan approved by the City and shall comply with the requirements of
Sections 300(d), 302, 304, 305(f), 305(g), and 306 of the IPM Ordinance, as if
Developer were a City department. Among other matters, such provisions of the
IPM Ordinance: (a) provide for the use of pesticides only as a last resort,
(b) prohibit the use or application of pesticides on property owned by the City,
except for pesticides granted an exemption under Section 303 of the IPM
Ordinance (including pesticides included on the most current Reduced Risk
Pesticide List compiled by City’s Department of the Environment), (c) impose
certain notice requirements, and (d) require Developer to keep certain records and
to report to City all pesticide use at the Premises by Developer’s staff or
contractors.
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If Developer or Developer’s contractor will apply pesticides to outdoor
areas at the Premises, Developer must first obtain a written recommendation from
a person holding a valid Agricultural Pest Control Advisor license issued by the
California Department of Pesticide Regulation (“CDPR") and any such pesticide
application shall be made only by or under the supervision of a person holding a
valid, CDPR-issued Qualified Applicator certificate or Qualified Applicator
license. City’s current Reduced Risk Pesticide List and additional details about
pest management on City property can be found at the San Francisco Department
of the Environment website, http:/sfenvironment.org/ipm.

50.8 Sunshine Ordinance

In accordance with Section 67.24(e) of the San Francisco Administrative
Code, contracts, contractors’ bids, leases, agreements, responses to Requests for
Proposals, and all other records of communications between Agency and persons
or firms seeking contracts will be open to inspection immediately after a contract
has been awarded. Nothing in this provision requires the disclosure of a private
person’s or organization’s net worth or other proprietary financial data submitted
for qualification for a contract, lease, agreement or other benefit until and unless
that person or organization is awarded the contract, lease, agreement or benefit.
Information provided which is covered by this Section will be made available to
the public upon request.

50.9 Conflicts of Interest

Through its execution of this Lease, Developer acknowledges that it is
familiar with the provisions of Section 15.103 of the San Francisco Charter,
Article ITI, Chapter 2 of City's Campaign and Governmental Conduct Code, and
Section 87100 et seq. and Section 1090 et seq. of the Government Code of the
State of California, and certifies that it does not know of any facts which would
constitute a violation of said provisions, and agrees that if Developer becomes
aware of any such fact during the term of this Lease Developer shall immediately
notify Agency.

50.10 Prohibition of Tobacco Sales and Advertising

Developer acknowledges and agrees that no advertising or sale of
cigarettes or tobacco products is allowed on the Premises. This advertising
prohibition includes the placement of the name of a company producing, selling
or distributing cigarettes or tobacco products or the name of any cigarette or
tobacco product in any promotion of any event or product. This advertising
prohibition does not apply to any advertisement sponsored by a state, local,
nonprofit or other entity designed to (a) communicate the health hazards of
cigarettes and tobacco products, or (b) encourage people not to smoke or to stop
smoking.
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50.11 Prohibition of Alcoholic Beverage Advertising

Developer acknowledges and agrees that no advertising of alcoholic
beverages is allowed on the Premises. For purposes of this section, "alcoholic
beverage" shall be defined as set forth in California Business and Professions
Code Section 23004, and shall not include cleaning solutions, medical supplies
and other products and substances not intended for drinking. This advertising
prohibition includes the placement of the name of a company producing, selling
or distributing alcoholic beverages or the name of any alcoholic beverage in any
promotion of any event or product. This advertising prohibition does not apply to
any advertisement sponsored by a state, local, nonprofit or other entity designed
to (a) communicate the health hazards of alcoholic beverages, (b) encourage
people not to drink alcohol or to stop drinking alcohol, or (¢) provide or publicize
drug or alcohol treatment or rehabilitation services.

50.12 Requiring Health Benefits for Covered Employees

Unless exempt, Developer agrees to comply fully with and be bound by all
of the provisions of the Health Care Accountability Ordinance (HCAO), as set
forth in San Francisco Administrative Code Chapter 12Q, including the remedies
provided, and implementing regulations, as the same may be amended from time
to time. The provisions of Chapter 12Q are incorporated herein by reference and
made a part of this Lease as though fully set forth. The text of the HCAO is
available on the web at http://www.sfgov.org/olse/hcao. Capitalized terms used
in this Section and not defined in this Lease shall have the meanings assigned to
such terms in Chapter 12Q.

(@) For each Covered Employee, Developer shall provide the
appropriate health benefit set forth in Section 12Q.3 of the HCAO. If Developer
chooses to offer the health plan option, such health plan shall meet the minimum
standards set forth by the San Francisco Health Commission.

(b)  Notwithstanding the above, if the Developer is a small business as
defined in Section 12Q.3(d) of the HCAO it shall have no obhgatlon to comply
with subsection (a) above.

(©) Developer's failure to comply with the HCAO shall constitute a
material breach of this Lease. City shall notify Developer if such a breach has
occurred. If, within thirty (30) days after receiving City's written notice of a
breach of this Lease for violating the HCAO, Developer fails to cure such breach
or, if such breach cannot reasonably be cured within such period of thirty (30)
days, Developer fails to commence efforts to cure within such period, or
thereafter fails diligently to pursue such cure to completion, Agency shall have
the right to pursue the remedies set forth in Section 12Q.5(f)(1-5). Each of these
remedies shall be exercisable individually or in combination with any other rights
or remedies available to Agency.

(d) Any Subcontract entered into by Developer shall require the
Subcontractor to comply with the requirements of the HCAO and shall contain
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contractual obligations substantially the same as those set forth in this Section.
Developer shall notify City's Purchasing Department when it enters into such a
Subcontract and shall certify to the Purchasing Department that it has notified the
Subcontractor of the obligations under the HCAO and has imposed the
requirements of the HCAO on Subcontractor through the Subcontract. Each
Developer shall be responsible for its Subcontractors' compliance with this
Chapter. If a Subcontractor fails to comply, the Agency may pursue the remedies
set forth in this Section against Developer based on the Subcontractor’s failure to
comply, provided that Agency has first provided Developer with notice and an
opportunity to obtain a cure of the violation.

(e Developer shall not discharge, reduce in compensation, or
otherwise discriminate against any employee for notifying Agency with regard to
Developer's compliance or anticipated compliance with the requirements of the
HCAO, for opposing any practice proscribed by the HCAO, for participating in
proceedings related to the HCAO, or for seeking to assert or enforce any rights
under the HCAO by any lawful means.

® Developer represents and warrants that it is not an entity that was
set up, or is being used, for the purpose of evading the intent of the HCAO.

(g) . Developer shall keep itself informed of the current requirements of
the HCAO.

(h)  Developer shall provide reports to the Agency in accordance with
any reporting standards promulgated by the City under the HCAO, including
reports on Subcontractors and Subtenants, as applicable.

® | Developer shall provide Agency with access to records pertaining
to compliance with HCAO after receiving a written request from Agency to do so
and being provided at least five (5) business days to respond.

Agency may conduct random audits of Developer to ascertain its
compliance with HCAO. Developer agrees to cooperate with Agency when it
conducts such audits.

(k)  If Developer is exempt from the HCAO when this Lease is
executed because its amount is less than Twenty-Five Thousand Dollars
($25,000) (Fifty Thousand Dollars ($50,000) for nonprofits), but Developer later
enters into an agreement or agreements that cause Developer's aggregate amount
of all agreements with the City to reach Seventy-Five Thousand Dollars
($75,000), all the agreements shall be thereafter subject to the HCAO. This
obligation arises on the effective date of the agreement that causes the cumulative
amount of agreements between Developer and the Contracting Department to be
equal to or greater than Seventy-Five Thousand Dollars ($75,000) in the fiscal
year.

50.13 Notification of Limitations on Contributi(_ms

Through its execution of this Lease, Developer acknowledges that it is
familiar with Section 1.126 of the San Francisco Campaign and Governmental
Conduct Code, which prohibits any person who contracts with the City for the
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selling or leasing of any land or building to or from the City whenever such
transaction would require approval by a City elective officer, the board on which
that City elective officer serves, or a board on which an appointee of that
individual serves, from making any campaign contribution to (a) the City elective
officer, (b) a candidate for the office held by such individual, or (c) a committee
controlled by such individual or candidate, at any time from the commencement
of negotiations for the contract until the later of either the termination of
negotiations for such contract or six months after the date the contract is
approved. Developer acknowledges that the foregoing restriction applies only if
the contract or a combination or series of contracts approved by the same
individual or board in a fiscal year have a total anticipated or actual value of
$50,000 or more. Developer further acknowledges that the prohibition on
contributions applies to each Developer; each member of Developer's board of
directors, and Developer’s chief executive officer, chief financial officer and chief
operating officer; any person with an ownership interest of more than 20 percent
in Developer; any subcontractor listed in the contract; and any committee that is

. sponsored or controlled by Developer. Additionally, Developer acknowledges
that Developer must inform each: of the persons described in the preceding
sentence of the prohibitions contained in Section 1.126. Developer further agrees
to provide to Agency the name of each person, entity or committee described
above.

50.14 Preservative-Treated Wood Containing Arsenic

Developer may not purchase preservative-treated wood products
containing arsenic in the performance of this Lease unless an exemption from the
requirements of Environment Code Chapter 13 is obtained from the Department.
of Environment under Section 1304 of the Environment Code. The term
"preservative-treated wood containing arsenic" shall mean wood treated with a
preservative that contains arsenic, elemental arsenic, or an arsenic copper
combination, including, but not limited to, chromated copper arsenate
preservative, ammoniac copper zinc arsenate preservative, or ammoniacal copper
arsenate preservative. Developer may purchase preservative-treated wood
products on the list of environmentally preferable alternatives prepared and
adopted by the Department of Environment. This provision does not preclude
Developer from purchasing preservative-treated wood containing arsenic for
saltwater immersion. The term "saltwater immersion" shall mean a pressure-
treated wood that is used for construction purposes or facilities that are partially
or totally immersed in saltwater.

50.15 Resource-Efficient City Buildings

Developer acknowledges that the City and County of San Francisco has
enacted San Francisco Environment Code Sections 700 to 713 relating to green
building requirements for the design, construction, and operation of buildings
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owned or leased by City. Developer hereby agrees that it shall comply with all
applicable provisions of such code sections.

50.16 Food Service Waste Reduction

Developer agrees to comply fully with and be bound by all of the
applicable provisions of the Food Service Waste Reduction Ordinance, as set
forth in the San Francisco Environment Code, Chapter 16, including the remedies
provided therein, and implementing guidelines and rules. The provisions of
Chapter 16 are incorporated herein by reference and made a part of this Lease as
though fully set forth herein. Accordingly, Developer acknowledges that City
contractors and lessees may not use Disposable Food Service Ware that contains
Polystyrene Foam in City Facilities and while performing under a City contract or
lease, and shall instead use suitable Biodegradable/Compostable or Recyclable
Disposable Food Service Ware. This provision is a material term of this Lease.

50.17 Bottled Drinking Water

Unless exempt, Developer agrees to comply fully with and be bound by all
of the provisions of the San Francisco Bottled Water Ordinance, as set forth in
San Francisco Environment Code Chapter 24, including the administrative fines,
remedies, and implementing regulations provided therein, as the same may be
amended from time to time. The provisions of Chapter 24 are incorporated herein
by reference and made a part of this Lease as though fully set forth.

50.18 Criminal History in Hiring and Employment Decisions

(@)  Unless exempt, Developer agrees to comply with and be bound by
all of the provisions of San Francisco Administrative Code Chapter 12T (Criminal
History in Hiring and Employment Decisions; “Chapter 12 T*), which are hereby
incorporated as may be amended from time to time, with respect to applicants and
employees of Developer who would be or are performing work at the Premises.

(b)  Developer shall incorporate by reference the provisions of Chapter
12T in all subleases of some or all of the Premises, and shall require all subtenants
to comply with such provisions. Developer’s failure to comply with the
obligations in this subsection shall constitute a material breach of this Lease.

(c) Developer and subtenants shall not inquire about, require
disclosure of, or if such information is received base an Adverse Action on an
applicant’s or potential applicant for employment, or employee’s: (1) Arrest not
leading to a Conviction, unless the Arrest is undergoing an active pending
criminal investigation or trial that has not yet been resolved; (2) participation in or
completion of a diversion or a deferral of judgment program; (3) a Conviction that
has been judicially dismissed, expunged, voided, invalidated, or otherwise
rendered inoperative; (4) a Conviction or any other adjudication in the juvenile
justice system; (5) a Conviction that is more than seven years old, from the date of
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sentencing; or (6) information pertaining to an offense other than a felony or
misdemeanor, such as an infraction.

(d) Developer and subtenants shall not inquire about or require
applicants, potential applicants for employment, or employees to disclose on any
employment application the facts or details of any conviction history, unresolved
arrest, or any matter identified in subsection (c) above. Developer and subtenants
shall not require such disclosure or make such inquiry until either after the first
live interview with the person, or after a conditional offer of employment.

() Developer and subtenants shall state in all solicitations or
advertisements for employees that are reasonably likely to reach persons who are
reasonably likely to seek employment with Developer or subtenant at the
Premises, that the Developer or subtenant will consider for employment qualified

applicants with criminal histories in a manner consistent with the requirements of
Chapter 12T.

® Developer and subtenants shall post the notice prepared by the
Office of Labor Standards Enforcement (“OLSE”), available on OLSE’s website,
in a conspicuous place at the Premises and at other workplaces within San
Francisco where interviews for job opportunities at the Premises occur. The notice
shall be posted in English, Spanish, Chinese, and any language spoken by at least
5% of the employees at the Premises or other workplace at which it is posted.

(g) Developer and subtenants understand and agree that upon any
failure to comply with the requirements of Chapter 12T, the City shall have the
right to pursue any rights or remedies available under Chapter 12T or this Lease,
including but not limited to a penalty of $50 for a second violation and $100 for a
subsequent violation for each employee, applicant or other person as to whom a
violation occurred or continued, termination or suspension in whole or in part of
this Lease.

(h)  If Developer has any questions about the applicability of Chapter
12T, it may contact the City’s Real Estate Division for additional information.
City’s Real Estate Division may consult with the Director of the City’s Office of

Contract Administration who may also grant a waiver, as set forth in Section
12T.8.

50.19 Local Hiring Policy for Improvements and Alterations

Any undefined, initially-capitalized term used in this Section shall have
the meaning given to such term in San Francisco Administrative Code Section
6.22(G) (the "Local Hiring Policy"). The Improvements and any alterations are
subject to the Local Hiring Policy unless the cost for such work on alterations is
(i) estimated to be less than $750,000 per building permit or (ii) meets any of the
other exemptions in the Local Hiring Policy.. Accordingly, as a condition of this

Lease, Developer agrees that it shall comply with the requirements of the Local
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Hiring Policy applicable to the Improvements or any alteration and shall require
its subtenants to comply with those requirements to the extent applicable. Before
starting any work on the Improvements or any alteration, Developer shall contact
City’s Office of Economic Workforce and Development ("OEWD") to verify if
any Local Hiring Ordinance requirements apply to such work or alteration.
Developer shall comply with all such applicable requirements. Developer’s
failure to comply with its obligations under this Section shall constitute a material
breach of this Lease and may subject Developer and its subtenants to the
consequences of noncompliance specified in the Local Hiring Policy, including
but not limited to penalties. Without limiting the foregoing:

(a) For a Covered Project estimated to cost more than $750,000,
Developer and its subtenants shall comply with the applicable mandatory
participation levels for Project Work Hours performed by Local Residents,
Disadvantaged Workers, and Apprentices as set forth in San Francisco
Administrative Code Section 6.22(G)(4). '

(b)  For a Covered Project estimated to cost more than $1,000,000,
Developer and its subtenants shall prepare and submit a local hiring plan to
OEWD for approval as set forth in San Francisco Administrative Code Section
6.22(G)(6) prior to commencing any of the work subject to the Local Hiring
Policy.

(©) Developer and its subtenants shall comply with the applicable
record keeping and reporting requirements and shall cooperate in City inspections
and audits for compliance with the Local Hiring Policy, including access to
employees of its contractors and subcontractors and other witnesses at the
Premises. ‘

(d)  Developer agrees that (i) Developer shall comply with all
applicable requirements of the Local Hiring Policy; (ii) the provisions of the
Local Hiring Policy are reasonable and achievable by Developer and its
subtenants; and (iii) Developer has had, and its subtenants will have prior to
signing their subleases for the Premises, a full and fair opportunity to review and
understand the terms of the Local Hiring Policy. '

21.  The following attachments are hereby added to the Lease and by this reference
incorporated herein:

Attachment 10 (Form of Annual Monitoring Report)

Attachment 11 (Tenant Selection Plan Policy)

Attachment 12 (MOHCD Tenant Screening Criteria Policy)

Attachment 13 (Operational Rules for San Francisco Housing Lotteries
and Rental Lease Up Activities)

Attachment 14 (Marketing and Tenant Selection Plan)

Attachment 15 (Sources and Uses)

First Amendment to Ground Lease
Laurel Gardens Apartments . 24



22.  Notwithstanding anything in the Lease to the contrary, except as expressly set forth in
this Amendment, all other terms and conditions of the Lease shall remain in full force and
effect. Any conflict between the terms and conditions of the Lease and those of this
Amendment shall be resolved in favor of this Amendment.

23.  This Amendment may be executed in two or more counterparts, each of which shall be

deemed an original, but all of which when taken together shall constitute one and the
same instrument.

24.  The terms, covenants and conditions contained in this Amendment shall bind and inure to

the benefit of the parties hereto and, except as otherwise provided herein, their successors
and assigns.

[Signatures on following page(s)]
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IN WITNESS WHEREOF, the undersigned has duly executed and delivered this First
Amendment to Ground Lease or caused this First Amendment to Ground Lease to be duly
executed and delivered by its authorized representative as of the date first set forth above.

CITY:

CITY AND COUNTY OF SAN FRANCISCO,
a municipal corporation

By: :
Olson M. Lee .
Director, Mayor's Office of Housing
and Community Development
By:
John Updike
Director of Property
APPROVED AS TO FORM:
DENNIS J. HERRERA
City Attorney
By:
Deputy City Attorney
[SIGNATURES CONTINUE ON FOLLOWING PAGE]
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IN WITNESS WHEREOF, the undersigned has duly executed and delivered this First
Amendment to Ground Lease or caused this First Amendment to Ground Lease to be duly
executed and delivered by its authorized representative as of the date first set forth above.

DEVELOPER:

LAUREL GARDENS OF BETHEL AM.E. CHURCH, L.P.,
a California limited partnership

By:  Laurel Gardens of Bethel A.M.E. Church, Inc.,

a California nonprofit public benefit corporation,
its general partner

By:

Suniqua Thomas, Secretary

[END OF SIGNATURE PAGES]
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Attachment 10
Form of Annual Monitoring Report

[To be attached]

Attachment
10



Mayor’s Office of Housing and Community Development
City and County of San Francisco

Edwin M. Lee
Mayor

- Olson Lee

Director

February 16, 2016

Notice of Availability of 2015 Annual Monitoring Report Form
(including new audit requirements and deadline)

Announcement of Serious Incident Protocol

The Annual Monitoring Report (AMR) forms for Reporting Year 2015 (RY2015) are available. The forms
can be downloaded from the Asset Management page of the MOHCD web site. A training on how to
complete the AMR will be held at MOHCD on March 16 from 9 a.m. to 12 noon. See below for more
information.

New Audit Requirement and Deadline: To provide sufficient time for sponsors to complete AMRs in
accordance with the City’s “New Audit Requirements for MOHCD-Funded Projects,” the report is now due
5 months after the end of a project’s business year. (Previously, it was due 4 months after.) For projects
whose business year ended December 31, 2015, the report will be due on May 31, 2016. For projects
not owned by a single-asset entity and whose financial activity is accounted for and audited with the
parent corporation’s finances, sponsors may request up to a one-month extension of the deadline to allow
for additional time to complete consolidated audited financial statements in accordance with the new audit
requirements.

Submissions for RY2015 and any outstanding reports from prior reporting years will be accepted only in
the RY2015 format.

Completion and Submission Instructions

The AMR consists of the following 3 parts:

. Project Activity Report — This is a Microsoft Excel spreadsheet that is comprised of the following

worksheets:
Instructions 4. Narrative {new item for misc. exps. >$10K)
1A. Property & Residents (revised) 5. Project Financing
1B. Transitional Programs 6. Services Funding (enhanced)
1C. Eviction Data 7. Supplementary Information Required by MOHCD {new)
2. Fiscal Activity (revised) Completeness Tracker (previcusly “Checklist”)

3. Occupancy & Rent Info

Provide all applicable information that is requested in worksheets 1-7. Use the Instructions to
help you complete each form and the Completeness Tracker to help you to determine when each
worksheet is complete and to compile all submittals required for the entire AMR.

Use Question #1 on the Narrative worksheet to explain any data that you provide that may be
unclear or better understood with additional information. In addition, certain questions in this
report prompt you to supply an explanation for your answers on the Narrative worksheet. Failure

1 South Van Ness Avenue, Fifth Floor, San Francisco, CA 94103
Phone: (415) 701-5500 Fax: (415) 701-5501 TDD: (415) 701-5503 www.sfgov.org/moh
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to supply the required explanation will render your submission incomplete.

Submit this report as an Excel file only; do not convert it to pdf or another file type. Changing the
format of the Project Activity Report without MOHCD's prior approval is not allowed. Do not
overwrite any validations for any of the cells, alter any formulas or add or delete any rows or
columns. If you need to revise the form in order to successfully complete the report, submit a
request to moh.amr@sfgov.org.

II. Owner Compliance Certification Form and Documentation of insurance — The certification form is a
Microsoft Word document that must be completed, signed and dated by the Executive Director (or other
authorized officer of the entity that owns the project). Scan the form along with documentation of
insurance and email it to MOHCD as a single document. For each project, you must provide current
certificates of liability insurance and property insurance.

IIl. Audited Financial Statements — Provide financial statements for the project for Reporting Year 2015.
They must be prepared by a certified public accountant in accordance with generally accepted -accounting
principles, applicable regulations and laws and with the City’s “New Audit Requirements for MOHCD-
Funded Projects” a copy of which is attached and posted on MOHCD’s Asset Management web page. If
the project is owned by a single asset entity, provide separate financial statements just for the project,
otherwise provide audited statements for the parent corporation. Also include copies of any Management
Letters and special notes from the auditor that pertain to the property and the financial statements.

Completed AMRs must be submitted electronically, via one email message per proiect to
moh.amr@sfgov.org, or if desired, for multiple projects, via flash drive or compact disc sent to Mike
McLoone at MOHCD. If the documents that comprise the report are too large to attach to a single email,
compress the files into a zip file and attach it to the email.

Updates to the Reporting Form
The RY2015 AMR form has been revised from the form for RY2014, as follows:

e Formatting and Content — The formatting in key parts of the report has been improved, and
redundant and unnecessary content has been eliminated.

e The Checklist has been revised, renamed “Completeness Tracker” and is now the final sheet in
the workbook.

o Worksheet 1A — The number of categories under “Target/Actual Populations” has been reduced.

s  Worksheet 2 — A new line item titled “Capital Maintenance Repairs/improvements” has been
added to the expense section to account for capital costs that were paid out of the operating
account and may be reimbursed by the Replacement Reserve. The “Reserve Account Details”
section has been revised to improve functionality. The section for cash flow “waterfall”
(distribution of Surplus Cash) has been simplified and now requires the user to enter the
distribution priority as well as the amount of any Residual Receipts loan payment that is due to
MOHCD, which previously was auto-calculated.

+ Worksheet 6 — Has been enhanced so that supportive services that are selected on Worksheet
1A are auto-filled into Worksheet 6

e Worksheet 4 — New section added where reporters must provide the details of miscellaneous
administrative and maintenance expenditures that exceed $10,000

e Worksheet 7 ~ This new worksheet has been added in connection with the City’s “New Audit
Requirements for MOHCD-Funded Projects.” Most fields on this sheet are auto-filled with data
that is entered on Worksheet 2. Printouts of this sheet may be used to produce the
“Supplementary Information Required by MOHCD" that must now be included in the project’s
audited financial statements. If the auditor elects to use this sheet for this purpose, some data
entry on the sheet is required in the yellow-highlighted cells.
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AMR Training —~ March 16, 9am-12noon

To facilitate completion of the AMR by project sponsors, MOHCD will conduct a training on March 16 from
9 a.m. to 12 noon in our office at 1 South Van Ness Avenue, 5" Floor, Room 5080. We strongly
encourage the primary staff person responsible for completion of the report to attend. Space is limited.
Please RSVP to Ricky Lam at ricky.lam@sfgov.org or 415-701-5542.

Serious Incident Protocol

To ensure that MOHCD is kept informed of serious incidents that occur at projects financed by this office,
we have established the following protocol for reporting serious, negative events such as accidents,
criminal activity or equipment failure. The report should be filed only after emergency procedures have
been followed and the situation has been stabilized.

The Mayor's Office of Housing and Community Development requests that owners of projects financed by
this office notify us immediately if a serious incident occurs at their properties and meets one or more of
the following parameters:

Involves serious injury or death

Is a serious, violent crime that involves a major police action (e.g. shooting)
Causes the building or a significant number of units to be off-line

Requires a resident to move out of a unit one month or longer

Damage to the building is significant enough to require the use of reserves

The owner should notify the MOHCD asset manager assigned to the project and provide the following
information:

The date of the incident

A description of the incident

A description of what has been and is being done in response

The name, phone and email of the staff that should be contacted if there are questions
Confirmation that 1) the property insurance is current and 2) the insurance company has been
contacted; a brief summary of their response, if available

« Statement of whether or not the organization plans to use the project's reserves to pay for
corrective action

Available Units and Waiting List Openings

Before advertising the availability of units for lease in a project or the opening of the waiting list, owners
and property managers must notify MOHCD of this action by completing a Marketing Plan Template and
submitting it to the assigned staff person on MOHCD’s asset management and compliance monitoring
team. The template is available on the Asset Management page of our web site. Once the marketing
plan is approved, MOHCD will post information about the available units or opening of the wait list on this
page of our web site. General information for people seeking affordable housing in San Francisco can
also be found on our web site at this location.




Reporting Period Start Date (m/d/yyyy)

Reporting Period End Date (m/d/yyyy)

Property Name

. CONTACTINFO =~ .5 %

Property Full Street Address (e.g. "123 Main Street")

Sponsor Executive Director Name

Sponsor Executive Director Phone Number

Sponsor Executive Director E-mail

Property Management Company

Property Manager Name

10

Property Manager Phone Number

11

Property Manager E-mail

12

Property Supervisor Name

13

Property Supervisor Phone Number

14

Property Supervisor E-mail

15

Property Owner Name

Property Owner Contact Person

17

Property Owner Contact Phone Number

18

Property Owner Contact E-mail

19

Property Asset Manager Name

20

Property Asset Manager Phone Number

21

Property Asset Manager E-mail

22

AMR Preparer’s Name

23

AMR Preparer’s Phone Number

24

AMR Preparer’s E-mail




PROPERTY INFO

What is the Unit Mix for the Property? Please inciude any manager's units in this tally. For Transitional Housing, .
Residential Treatment Program, Shelter or Transitional Group Homes, please skip Questions 25-32, and continue with
Question 33. Please also complete the worksheet titled "1B. Transitional Programs Only." -

o ) *Occupancy Standards
. osccuza“:y . Occugan;:y should be described in
tandard: Standard: |project's Approved Tenant
Unit Types Nu[r;b:; of Minimum Maximum - |Selection and Marketing
nf HH Size for this | HH Size for P'an-‘ 'fﬂqof 1eﬂgefd 'here,d
o - ] . . supply the standards use
Unit Type* - |this Unit Type* organization-ide. :
25 Single Roorn Occupancy (SRO) Units
e You MUST provide Min
26 < Studio Units. - AND Max Occupancy
e Standards for any Unit
27 One-Bedroom (1BR) Units Types where Number
28 - Two-Bedroom (2BR) Units - of Units entered is >0;
data entry is required
29 “Three-Bedroom (3BR) Units for any cells in Cols J
] . & K that are blank and
30 Four-Bedroom (4BR) Units have no shading.
31 Five- or More (5+BR) Bedroom Units
32 TOTAL # Unitg----> 0
a3 What is the date of the last Capital Needs Assessment?
(m/dfyyyy)
What is the projected date of the next Capital Needs
34
Assessment? (m/d/yyyy)
How many Health, Building or Housing Code Violations
were issued against the property in the reporting year? (If
there were no violations enter "0"). If the property was
35 ;: cited for code violations in the reporting year or has open,
unresolved violations from prior years as indicated below,
you must answer Question #2 on the Narrative worksheet.
(Click on #2 at left to jump to Narrative worksheet.)
36 How many Health, Building or Housing Code Violations
were open from prior years?
a7 How many Health, Building or Housing Code Violations
were cleared in the reporting year?
Are there urgent Major Property Repairs needed on the
property in the next two years? ( Yes/No) If there are
38

#3

needed major repairs you must answer Question #3 on the
Narrative worksheet. (Click on #3 at ieft fo jump fo
Narrative worksheet.)




39

#3

If the property has Immediate Capital Needs and lacks
adequate funds in the Replacement Reserve (or
elsewhere) to cover the costs, please supply the amount of
funds needed to make up the difference, and supply
additional explanation in question #3 of the Narrative
report. (Click on # 3 at left to jump to Narrative worksheet.)

40

As of the last day of the reporting period, how many units
were fully Accessible to Physically Impaired Tenants?

41

As of the last day of the reporting period, how many units
were Adaptable for Physicaily impaired Tenants?

42

As of the last day of the reporting period, how many units
were fully Accessible to Visually Impaired Tenants?

43

As of the last day of the reporting period, how many units
were fully Accessible to Hearing Impaired Tenants?

RN s 'Re5|dent Servnces AN ANSWER lS REQUIRED FOR questlon :‘44 54 Indlcate below any serwces‘if" ‘

i thatfw re avaltable to the residents free of charge on site’or af another desrgnated locatiori. wnthm /4.
|mile of the. project. You must also provi e
o be,"’W on Worksheet."6. _S?W!93$ Funding

ide additional information about each of the marked-services"

Activities (y/n)

53

Other Service #1 - Please specifiy in column G.

2
44 o After School Program/s (y/n)
3
45 % Licensed Day Care Service (participant fees are allowable for
= daycare ONLY) (y/n)
o
g
46 e Youth Program/s (y/n)
a7 = Educational Classes (e.g. basic skills, computer training,
2 ESL) (yin)
48 o Health and Weliness Services/Programs (y/n)
8
g
49 o Employment Services (y/n)
8
2
50 o Case Management, Information and Referrals (y/n)
3
£ Benefits Assistance and Advocacy; Money Management;
51 ) . N . .
¢ Financial Literacy and Counseling (y/n)
o
52 % Support Groups, Social Events, Organized Tenant
g
o
8




54

Other Service #2 - Please specifly in column G.

85

. iGo To WS6

: ‘ls the prolect any of the followm g TranSItlona! Housmg, ""TE .

Residential Treatment Program Shelter. or Transitional =~

- Group Home? (select "ves! or "no* from the drop-down -
i ;:(Amenu to the left.) If you answer. “yes" skxp thenexté

o questions below (56 thr 61). Instead, you' must comple : :

‘worksheet "18 Ttansmonal Programs Only

Vacancies - How many vacancies occurred at the project =
during the reporting period? (Be sure that the number you ,
report here is not less than the number of vacan units that =
are included on worksheet 3.) -

Evictions - How many evictions occurred during the
reporting year? (This data in this field is automatically
calculated from the data that is entered on worksheet 1C.
You must complete worksheet 1C, unless the project is
transitional housing, a residential treatment program, a
shelter or a transitional group home.)

o &8 .

#4

Vacant Unit Rent-Up Time - (in DAYS) State the average
vacant unit rent-up time. This is the period from the time a
household moves out to when the unit is rented again. If
this period exceeds 30 days, you must answer Question #
4 on the Narrative worksheet. (Click on # 4 at left to jump
to Narrative worksheet.)

59

Waiting List - How many applicants are currently on the
waiting list?

When was the waiting list last updated? (m/yyyy)

LB

#5

Affirmative Marketing - Did you conduct any marketing of
the project during the reporting period? If you conducted
marketing during the reporting period, you must answer
Question #5 on the Narrative worksheet. (Click on #5 at
left to jump to Narrative worksheet.)




POFULATION SERVED

Target / Actual Populatlons. As of the Iast day of the reportmg perlod what are the Actual and Target
Populattons (expressed as Number of Households) for the PrOJect'? : .

Under Target Population, enter the number of units at the project that, as a requirement of a specific funding source
(e.g. 202, HOPWA, McKinney), are targeted to and set aside for the target populations shown in the table. Under
Actual Population, enter the number of households at the project thaf, as of the end of the reporting period,

contained af least one person who is a member of the populations shown in the table.

© 62
63
.. 64
65
©. 66
67
68"
e |

N

Families

Actual Population

0

Families

Persons with

Persons with

HIV/AIDS 0 HIV/AIDS
Housing for 0 Housing for
Homeless Home/ess
Mentally or Mentally or
Physically 0 Physically
Disabled Disabled
Senior 0 Senior
Housing Housing
Substance 0 Substance
Abuse Abuse
Domestic Domestic
Violence 0 Violence
Survivor Survivor
Veterans 0 Veterans
Formerly 0 Formerly
Incarcerated Incarcerated
Transition- Transition-
Aged Youth 0 Aged Youth
("TAY") ("TAY")




Household Size: As of the last day of the reporting period, supply the number of Households in the .
Project for each Household size below. DO NOT LEAVE CELLS BLANK - ENTER ZERO INSTEAD..

72

(1) One Person Household

73

(2) Two Person Household

74

(3) Three Person Household

75

(4) Four Person Household

76 (5) Five Person Household

77 (6) Six Person Household

78 (7+) Seven or more Person Household
79 0 TOTAL Households

80 0

TOTAL Residents

Head of Household Race/Ethnicity: As of the last day of fhe reporting period; enter the numbers of
Heads of Households. of the following listed ethnicities. The total in row 89 (cell G111) must be the same
as the total shown in row 79 (cell G100). DO NOT LEAVE CELLS BLANK - ENTER ZERO INSTEAD. -

81

Latino or Hispanic

82

American Indian or Alaskan Native

83

Asian

84 Black or African American

85 Native Hawaiian or Other Pacific Islander
86 White

87 Other

88" Unknown

89 0 TOTAL - must match Total Households above

90

As of the last day of the reporting period, how many
Elderly Households resided at the property? (An Elderly
Household is one with a Head of Household at least 62
years of age.)

N

As of the last day of the reporting period, how many
Female-Headed Households resided at the property? (A
Female-headed Household is one with a woman as the
head of household - either alone or with one or more
children.)

92

As of the last day of the reporting period, of the total
population, how many CHILDREN (younger than 18 years
of age) reside at the property?

93

As of the last day of the reporting period, how many units
were occupied by tenants with physical, visual or hearing
impairment?

Remember, SAVE YOUR WORK!



What Is the target ca aclty of thls project” (All blanks In this section must be filled with & number of “0” or greater In order for the
workstiset to be complete.):. SR e T e T T e

A, Num B. Num Cifum | cZ. Num D. Num
Singles Not Families Aduits In Childran in of Beds
in Families Famiiles Families
1
2 Total Households (Singles and Families) That Can Be Served |
Persons Served Durlng O eratmg Yaar (Al/ blanks In th/s secﬂon musf be ﬂl]ed wrth a nurnber o{ “0or grearer in ordsr for the worksheef tobes -
complete.) -~ . Ll S e -
A, Num B. Num 01 Num C2. Num
Singles Not |  Famifies Adults in Children in
In Families Famities Families
3 Num on the first day of operating year
4 Num entering the program during the operating year
5 Total Households (Singles and Families) Served
8 Num who left the program during the operating year
7 0 0 0 Num in the program on the last day of the operaling year
8 ! Total Households in program on the last day of the operating
[} <—Capacity Utlhza(mn Rate {by Household as of last Day of Operutlng Year)

1f ihe Capuclly Uhhzatlon Rate ia LES than 75% you must respcnd to the followlng.

10 1. Explain the reason{s) why the capacity utilization rate is as low as it is; and

11 2. Describe plan/s to raise the capacity utllization rate to at least 75%, with specific timeline,

K For lhe 0 hauseholds (hat LEFT the pmgram during lhe cpeva\(ng year, hc many were In the pmject forlha foﬂowmg Iengihs uf tlms7 (T olal In cal{ H27
B should malch total of cells Hig+ 113A AN blanks ln thls sacﬂan rnust be ﬂll e with & numbar of 0 argrestarln urdar far the worksheet to be mmp]eta ) t

Length ofé«ay}

12 Less than 1 munth

13 1 {0 2 months
14 3 - 6 months
15 7 months -12 months
16 13 months - 24 months
17 25 months - 3 years
18 0 TOTAL# HH'y thit [eft the prog ram
) For the o househoids reported to have LEFl' lhe pmgram dudng me operaung year. haw many leﬂ forihe follow[ng dmlnaﬂons? (Tota) In cell H52 should
tch fotal of cells H13 * |13 Al blanks ln 1hls secuon must; he flled wnh a numher of 0% or grea(er In nrder fnr the wud<5heeun be numpla(e b]
19 Rental House or (no subs[dy) :
20 Public Housing %
21 Section 8 Voucher =z
22 idized Rental - house or % »
23 Homeownership E
24 Moved in with family or friends
25 0 - Parmanent Housing Subtotal ~
-t
26 Transitional Housing for homeless persons 7'% "
2.
1]
27 Moved in with famity or friends TEMPORARILY g
=
28 Q. Transitional Housing Subtofal ..
29 Psychiatric hospital g R
a0 © |inpatient alcohol or other drug treatment facility E )
31 JalliPrison : E
32 Medicat Facility g2
33 -0 Instiutional Subtotal
34 Emergency Shelter o
35 Places ot meant for human habitation (e.g, street] g.
36 Unknown ’6 .
a7 Other
38 Other Subtotal
39 TOTAL #:HH's that left lhe progral




Project Address:

This section of the AMR must be d for all projects, except for iransitional fiousing or residentlal treatment services.

You MUST answer every qusstion {i.e., enter zero if applicabls),

|Number of households who llved in the project during tha reporting period: iy - : -
| [Number of households who lived in the project during the ENTIRE reporting period. Be sure fo Include all new households that moved in during the reporting period.

Number of households in the project who received Notices of Eviction during the repomng period for each of the following reasons:
{If more than ane reason applies to a household, report only the primary reason.)

2

3

4

5

6

7

8

9

10

1 {abi

12 lllegal Use of Unit

13 Lead Remediation

14

15 Nuisance

18 Other,

17 Owner Move in

18 Roommate Living in Same Unit
19 Substantial Rehabilitation

20

21 o |Total number of hoids who received Noices of Eviction

Number of unlawful detainer actions filed in court by the owner against tenants in the pro;ect during the reportlng perlod for each of the following reasons:

(If more than one reasan applies to a household, report only the primary reason.) -
22 Breach of Lease Agreement
23 Capﬁal lmprovement
24 Condo Conversion
25
26
27
28
29
30
3
32
33
34
35
36
37
28
39
40 Unapproved Subtenant
4 p. - {Total ber of | detainer actions filed

Numbier of households evicted from the project during the reporting period for the each of the following reasons:
(if more than one reason applies to a household, report only the primary reason.). :

42 Al
43

46
47
48
49
50
51
52
53
54
55 \
56 Other

57 Qwner Move In
58
59 )
60 Unapproved
61 |- a Total numbe

in Same Unit

t
seholds evicted (fofal also used lo answer question #54 on Worksheet 1A)
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15 12 Month Raport Period Start D
Numbar of Unlts—>.

1401900

a7
18
19k
20 |Rantat incoma
21 [Housing Units - Groas Potantial Tenant Rents 5120
Rental Asstatanca Payments (identify ALL sources in sow bafow if applicable, Including LOSP
22 [funding) 5121
23 Solrce/g—->
24 jC fal Unit Rents 6140
26 sub-total Gross Rental income:
26 |Vacancy Loss - anter amounts ks nagalive nambaral
| 27 [Housing Unlts 6220
28]c: cial 6240
20 sub-total Vacanciea: $0.00] $0.00] $0.00)
30
31 NET RENTAL INCOME: $0.00/ §0.00 $0.00
33 |Other incoma
34 {Garags and Parking Spaces 5170
35 | Mis Renlincome 6190
Supporilve Services income - Do 1ot enlay 5upporiive sarvices Income T Is Wacked in &
separata budget and not appropriate par MOHCD foan tetms to be Included In Resldual
38 JRecelpts eaiculation. 5300
37 Supportive Services Income fy program source(s) if epp! -
38 lInterest Incoms ~ Projsct Opsrationa 5400
39 )Laundry and Vending 5810
40| Tenant Chargos 5920
41]0ther Revenus 5000 ¥
42 sub-lotat Other tncome Racelvad: $0.09 $0.00] $0.00]
a3
44 TOTAL INCOME REGEIVED:| L $0.00] $0.00 $0.00!

n [
G

o0 630 |
"Above the Lino" Assel Fes (amount alowable may be imited, 066 Asset Mgl r
1{Fea Policy) foh
2 sub-tota) Management Expense: $0.00; $0.00]
53
| 54 |Office Salarias 6310
55 [Managers Salary 6330
Employes Benafits; Health nsurance & Disabllity insurance 6723
Employas Benafits: Relirement & Other Expenses
| 58] Adminisirative Rent Free Unit 6331 5
subtotal Safary/Benefit Expense: $6.00 $0.00
&1 feing and Marketing 6219
62 [Office Expenses 6311
63 |Office Rant 6312
64 [Logal Exponsa - Properly 6340
86 JAudlt Expenes 6350
60 Sonvices 6351
67 |Bad Debis 6370
88 | Miszalaneous Adiinishafivs Exnanses (must click & explain it >$10K 5300
6t -{otal Administralive Exponse: $0,00 $0.00
Utiftion
Elsotricity 8450
Water 68451
Gas 8452 _
74 |Sawer 5453
75 sub-total Utlities Expense: $0.00
76 {Taxas and Licenses
77 |Reul Estato Taxes 6710 T
[Payroll (axes 6711 i
Taxes, Licenses, and Pormile 8790 1
50 ‘sub-total Taxes and Liconse Expanae: $0.00;
1

roperty and Liabilty inaurance

sub-fotai Insurance Expense:

Supplios

Contracts 8520
Garbage and Trash Removal 6625
Securty PayroilContract 6630
| 54 [HVAC Ropairs and Mai 6646
Vohlclo and Malntanance Equipment Operation and Repairs 6670

aaus Dparating and Mallanas anses (must click & axptain Jf >3$10k 8590

sub-total Maintenance Repalr Ex,

Supportiva Servicea: do not anlar supportive servicas expenses if Fmcked in separata
budget and not efigibla to bo counted against project income for residual recelpts calculation.
(3 SUB-TOTAL OPERATING EXPENSES:

Gapital Maintenance Repalr Expsnses figible for payment by Replacement Reserva. If
capitat coats ware antared In amounts for Malatenance & Repalrs section above and (s
aligible for payment by the Reserve, pl lar dotalls In

Resorve-Eliglble Expendiiures befow, Datalls provided belaw will bs inked 1o cefl D100.
Non-Caplla) Malntenance Repair Expenses eliglblo for payment by Reptacement
Resarvo, Oriy enter amounts hera If hey were inciudad in amounts entered for Mafntanance
& Ropairs saction above and will be selmbursed by Rapiacamant Reserve. Enter as pasltive
number.

TOTAL OPERATING EXPENSES:

106[1. TOTAL INCOME RECEIVED:
106/2. TOTAL OPERATING EXPENSES:
107]3. NET OPERATING INCOME:
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i o Lavaar ar
61 / Dotcrloe

1094, Ground Lease Base Rent & Debt Servica (Princlpal and Infarest) e A Pl Non Resldentlsl
410] Ground L B Lessor nams to the right)
111|Lendert - Principal 1ender nam fo tha right)
Interest Pald

Oty A to tho fight)

fo the right}
117}Lendad - Fdndpal Paid {provide lendar name to the righty
Interast Paid
Olhar to the sight)
Lender4 - Principal Pald {provide tender name to the right)
Intarest Pald
Other describe to the right) ‘

Total Ground Leass Base Rant + Debt Service Payments $0.00] $0.00] $0.00]

i - -

R Requirad Annual Doposlt 1320 50.00)
127]Operating Resarve Daposits 135 $0.00

<iype rerv aoct nama
Ottier Required Re A t Daposits (identify account in next cof) {1330) here> $0.00}

<iypa rerv aoct namea
Other Required Reserva Account Withdrawals - identity account in next col —> [hare> $0.09
Nat Resarve Activify: $00 $0.00 $0.00]

Surplus Gash, Datall {NOI minus Dobi Sorvica and Resaive Acivily) §0.00) - s0g00]

1f amount for Surptua Cash above is negatlve:
- you must provide a delallad explanatlon to quastion #7 on the Narrative workshest
- you must NOT supply data for any of the flalds for Usos of Surplus Cask below

43 B SUrpius Cash, Tohl————>|\,

6. Operating Resorva Repleniahmenta (Doposlis Mado out of susplus cash to satisly
130} minloum balance requirement
7. “Balow-theino" Assat Mgt (a6 (prior willan autorizaton from CI/SFRA may bo
140irequired, see Asset Mgt Fee Pollcy).
1418 Ground Laase & rafatod paymants, if any
8a. Parinerairip Managament fas dus from (F(a Taporting pariod. IF any (1ax Grodit
142]projocts only: rot allowed i projctie beyond 16-yoar campliance poriod).
b, Parinorship Managsment foa acerted but unpald from PRIOR roporting paiiods, i
any ({tax cradil projects only; per Cily policy, ot afowad if profect s beyond 15-year
143 compllance period).
102, Investor Sarvices Fea (aka LP Assal Managemont Fas) dus from RIS reporiing
perlod. Hf any (tex credil prjects only; par Gl policy, not allowsd if piojeat s beyond 16~
44lyear compiarice pariod).
10b. Tnvestar Services Fos {aka LP Assel Management Fae) acariisd bt unpald from
PRIOR r6porting pariods, If any (tax credit projects onfy; per Clty policy, not ellowed if
145]projact s bayond 15-year compfiance poriod).
14511, Daforrad Davalopar fos, If any
12, Other payments: usa question #1 on the Namallve (workshest #4) to provide datalls
about any fees or other payments included here. anura b pmvm detalls will rasultin
of this axpensa. You by
MOHCD al im of funding trat are aleo explicily auhoriad hya Partnarship Agreament or

147]simlar project document

?F:]‘?ia—nam Prrt to olher fanderd: Principal Paid {note ender name to right)
149 13all. Dabt P fo other londsri: Interest Paid

1560|1301 Dobt Pt to other landor2: Principal Pald (nole fendar nama fo right)
16| 13bl, Dobt Pt to other tander2: Intarast Pal
[162{130l. Dobt Pt to other lender3 Prinelpal Paid (nots lendsr name to sight)
153[13c]]. Dobt Prot to othar lendar3: Interest Pa)
164|130, Dobt Pt to other landerd: Princlpal Pald (nots lendar name toright)
1651 13dll, Dabt Pt to othar [snderd: (ntarest Pald

1 Yotal Paymants preceding MOHCD on Surplus Cash walerfali|-

167}
168} 14. RESIDUAL RECEIFTS

L R g =

160]PROPOSED USE OF RESIDUAL RECEIPYS
43, fa This Project Obligatod to make Repaymonts o any MORGD 1ans out of

161 Roaidua) Recelpts? (anter yes or o In celi to the right} _

1 oalduat Recslpts Oblgation Catculatlon (I applicablay—

163] _14b, % of Resldusi Recelpts {14)

164 ic, $500 per unit

18 td. Allowabie Dialributlon (fesser of 14b & 14c)

K 149, Not Residual Rocalpls Amount Dua (14 - 14d)

157|75. PROPOSED RESIOUAL RECETPTS PAYHENTTO MOHCD

It may be acceptable for the Proposed Residual Recalpts Payment lo MOHCD noted on fins

16 to be fess than the amount calcutated for live 14s, You miust supply a detalled explanation

Ge}In 1o celi 1o the right f 16 is not equal 10 146 «——mmu>

DO NOT SUBMIT YOUR PROPOSED RESIDUAL RECEIPT PAYMENT TO MOHCD WITH THIS AMR, MOHCD WILL REVIEW YOUR PROPOSED PAYMENT

AND GENERATEAN INVOICEIF THE CALCULATION CAN BE VERIFIED AS APPROFRIATE; IF THE CALCULATION CANNOT BE VERIFIED. MDHCD
- WILL CONTACT. VDU

Proposed Amount

ma
470{Remalning Bafance If MOHCD Payment Amount Is Accepted
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1741 BB e pas:

18, "Below-the-iine™ Asset Mgt T {prior willten authoriza
17 ulred, sea Asset Mgt Fes Policy).
173117, Ground Lease & relatad payments, if any

7 Trom CI/SERA may be

18a. Parinarship Managament feo due from this reparting pasiad. if any (tax credit
174]projects only: per City policy, nof alowed If project s bayond 16-year compliance paitod).

18b. Partnership Managomant fee acorued but unpaid from PRIOR raporting perlods,
1 any (tax cred projects onlys not allowed i project is beyond 16-year compllance period).
15a. Invastor Services Foo (aka LP Assat Mariagermont Fes) dua from this roporiing
perlod. If any (tax credit projects only; siot allowed If project is bayond 16-year compliace
176)period),

18b. Investor Sarvices Fao (akaLP Asset Managemant Feo) accried but Gnpald from

FRIOR reporting perlods, if any (tax credit projects only: per Gy palicy, not allowsd If
177|project s beyond 16-year compliance period).
178120. Deforred Davelopar fog, If any
21, Other payments: Use question #1 on the Narrativa (worksheat #2) (o provide details
about any fees or othar payments Inciuded here. Faifure to provide datalfs wil result n

f expense. y anly Inclsde payments that wero approved by MOHCD at

time of funding thal are 2leo explicity authorized by & Partiership Agreament or similar
178 project documant.
180} 228). Dobt Prrvt fo other lander: Principal Pald (1ot lendar name to right)
181|22all. Dobt Pt to other londaré: Interest Pald
162{22b1. Dbt P to other londar7: Princlpal Pald {role fender name to fight)
183]22hl. Dabt Prrt to other fonder?: Intereat Paid

S

184 Total Paymonts below MOHCD an Sarplus Cash “waterfall"
76 7
[ Sublotal of Remaining Balance —————>12

Proposed Owner Distributlons (provida description In celumn G and enter amount in
87| column F; descriplion required if amount is grealer than amaunt in 14d)

Proposed Othor Distributions/Usss (provida description In column G and enler amountin
column F: If you had a Calendar Year LOSP surplus, plaase acknowledge that and nole exact|
88

193]
104[AERERVE AGTH [ DETAILS:
19

1OGIERERATING feht

1g7| Minimum Required Balanc:
1g¢] Beginning Balance;

on] Aetual Anniial Deposit (dont edl - taken from paga 1 aocount number 1965
200] Annual Withdrawal Amount:

201 Ending Balance:

202} Required Annual Deposit:

Total Operating Expenses plus debt service {dont adit celi ~ celculated)

if the calcuiated parcentage shown to the right {(Op Reserve Account Ending
Balance divided by Totaf Op Expanses) Is less than 23.5%, you must describe
how the project wili remedy the shortfall in the adjacent cell.

[f the caleulatad percentage shown to the right Is greater than 26.5%, you must
explain why the Op Reserve balance exceeds MOHCD's requlremant in tha
204] adjacent cell. 0.000%

Minlmum Required Balance:
Beginning Balance:

Actual Annual Deposit
Annual Withdrawal Amount:
Ending Balance:

Required Annual Deposit (do not edit - laken from page 1 account number
1320);

Describe how the amount of annugl deposit and the minimum required
balance Is determined.

213

Ruéw&Ellnlbla $ provide detalis below about the Capiial and non-Caplfal that are Rep Reserva “,‘;" N
214 - . Ve et 5 . A e
15|Capltal Expandiiure

enter datalls (o ganeralo the total,

sa the comments sgction (o supply explanations.

218]Capita |
217{Buiding &
218[Cffahe imgrovomonts

ind
221 [Fumitute, Fixiures & Equipmant

223]oiek Abous Dabkar Expendhiie.

227|Paid out of Gparaling Budgst. lo bo reimbursed by RR (chows the amount ntered in row 101 above)
228|Pax Lireclly from Replacemani Reserve’

226 jAtALior 6F Nom Cngifet Re phicamait Rederiy Figies $0.06
2%
TOTAL REPLACEMENT RESERVE ELIGIBLE EXPENDITURES: the Roplacament Reterve
Whhdrawal fof the reporlng perias shoutd ol oxceod the Tolel RR-efiibie Expenddurar, You rmust
provide mor dolell abave or an explanation kel I tha RR withdrawal amouinil excends the Tolel RR-| R Withdrawalf
31|Eig : - . Amount->] $0.00
233
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Proposad amounts 10 be used to fund eliglble CDBQ activiles as described in tis
Fadaral CDBG Program Regulations ak 24 CFR 570.201-206 and consistent Wit
the Cliy's 2015-2018 Consolidated Plan, 2015-16 Action Plans s follows: - )

AMOUNT ¢~ IDESCRIPTION

Aot 1o b used Tor COBG algible aolviy#1 {provide smowntTn val 1o 16 nght,
and activily description and regulation citation In cotumn furthest to the right}:

Amount to be used for CDBG eligible activity#2 (provide amountin cell to the right,
and activity description and regulation citation in column fusthest to the right):

Amount to be usad for CDBG eligible activily#3 (provide amount in cell to the right,
and activity descriplion and regulation citation In column furthest to the right);

Amount to be deposited for use an futurs ellgible CDBG activities that wilt be
undertaken by June 30, 2015 (provide amount In cell to the right, and activity
descripion and regulation cltatien in column furthast fo the right):

Other (provide amount in cell to tha right, plus activity description and regulation
citation in cotumn furthest to the right

Total CDBG Program s Instructions for guld: how to

$0.00}

To ensuire the eliglble use of CDBG Program income, the reciplent of federal CDBG funding hereby requests approval by the Mayor's Office of
2600 Housing and Communily Development for tha use of CDBG program Incoma racelved during the 2015 reporting period as deploted above,




Project Address: Data supplied on this worksheet must be from the rent roll of the last month of the

« Provide the data requested for the tenant population that was residing In the project at the end of the Reporting Period .

+ Identify manager's unit with the unit number, follow by ™ Mgr*, For example, If the manager oceupies Unit 501, in column D, enter 501 - Mgr.” For vacant units and manager's units, provide data in columns D, €, 7, Vand X only .

1|+ For fenants who moved in during the reporting period, the data entered in columns F, G & H should be the same as the data entered in columns 1, J & K, respectively.

+ For tenants who have transferred units within the project, report the Initfal occupancy data (eccupancy date, Income, household size) for the first urit that the tenant occupied in the project, Le, when they first moved In to the buliding.

- Bafore using the "paste” funiction to enter data In columns E and T (Orange Highlighting In Golumn Header), please check the drop-dawn-menus to ensure that the data you are pasting conforms with the choices of the drop-down menu, This Wil help prevent you from
submitting forms with invalid data. Any forms with invafid data will be returned with Instructions to fix and resubmit,

Overheusud / Oversrowded — Namative.
(Explanation raquised for each row wibern
s tho Houkaheld | indicator s capiayed i Calumn N and Cal | F5™5% | exqony | umbart| i e | amaunt Tonant | e | e | Ao et 1 tagaofRent
s Desaribe uny sabilty Amount of Rental] Maxmim Gross e Tonen o
Gorhousad | O call shows na highlghting. {Moblity /Other/ |  Rental Assistance Type Ront Afaved for | PaidRentfor | (EnterSOall | Incressa WITHIN | Incresse WITHIN fincrease (cafculatad,
Nene) Unt

Oata Of Mast Househakd Size
RecentIncome | Househoid Ancual | (number) as'of
(Bed 1 SRO/ Date of INTIAL Housshold Annual ATINMIAL Recadification Income as of Most Most Recant
Rowhum | UnitNe,  |Studio/ 18R /|  OCCUPANGY | income ATINTIAL | (NI | WITHIN | Recent Recortiatin | Recertfstion

2BRIIBRI [ {widyyy OCEUPANGY umbey | | REPORTING | WITHIN REFORTING | WITHIN
4BR15+BR} PERIOD PERIOD REPORTING
(widlyr) PERIOD

Min Oceupany|  Max
forUnit Type | Ocoupancy for
{perdata | Unit Typo (por
entored on " |data enterad onl
viorkshaat 1) | workshest 1A)

Une Type Housshold Size

o wxsnuating circurmstances that justly the unit ullites, are | THE REPORTING [THE REPORYING| do not enter)
tontor S0 Knis) included | PERIOD {mielyyy}

(Y::ll:O) tyosinc) [ 18inHH

‘summarizs efforts mada to ansfor HH ta
unk of appropiiate ss.)




Annual Monitoring Report = Occupancy & Rent Info » Reporting Year 2015 < Mayor's Office of Housing & Community Devslopment

Project Address: | | Data supplied on this worksheet must be from the rent roll of the last month of the reporting period that was entered on Worksheet 12

- |+ Provide the data requested for the tenant population that was reskiing in the project at the end of the Repotting Period,
- Identify manager's unit with the unit number, follow by ™ Mgr”, For example, if the manager occuptes Unit 501, in column D, enter 501 - Mgr.” For vacant units and manager's units, provide data in columns D, E, T, V and X oply_.
For tenants who maved in during the reporting period, the data entered in columns F, G & H should be the same as the data entered In columns |, J & K, respectively.
- For tenants who have transferred units within the project, report the inittal accupancy data (occupancy date, Income, household size) for the first unit that the tenant occupied in the praject, 1.2, when they first moved in to the building.
- Before using the "paste” function to enter data in columns E and T (Orange Highlighting in Column Header), please check the drop-down-menus to ensure that the data you are pasting conforms with the cholces of the drop-down menu, This will help prevent you from
+|submitting forms with invalld data. Any forms with Invalid data will be returned with instructions to fix and resubmit,

oy o e

Untt Type Recantlncoms | Househokt Anoual | {numbor)ssof Min Cecupancy]  Max Famalo Amount of Uttty Afosance | Data OfMost | Amount of Most

BodISRO/ | Onte ot INTIAL | Housahoid Annual [ MOS0 S0 | Rucemicason [ ncome ss iNost | ost Racent | for Unt Type | Occuancy for | * e ioussholt | mdcatore dplayad o Gokimn Nand ot | igpgpg | Sy | Numbort mesint of Rentat] Ma¥mum Gross | Amount Tenant RecentRont | RecentRent | ageofRent
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Project Street Address:
Reporting Period - Start Date: 1/0/1900
Reporting Period - End Date: 1/0/1900

MOHCD created the questions below to allow project owners to supply additional information about a small
number of measurements that may indicate that a project is having difficulties. By providing this information,
project owners will help provide context for the conclusions that can be made about the measurements.
MOHCD will use the measurements and the information below to prioritize the projects that need closer
scrutiny and support. Please supply as much information as is readily available. '

1. Explanations & Comments

Use this space to record notes about any peculiarities in the data entry process. For example, if you
entered a formula instead of a single number for a field, make a note here re: for which question on which
worksheet that was done, and describe the formula & underlying numbers. Also use this field to describe in
detail any amounts entered for "Other payments” on the WS #2, Fiscal Activity, items 12 & 21.




2. Code Violations
Provide the following for any violations or citations of Health or Building or Housing Codes that were issued

during the reporting period, or were issued in a prior reporting period but remained open during any time of

the current reporting period:

Violation or

Date Issued

Issued By

Description " |Cleared? (y/n)

Citation #

(add additional rows as needed)

* ONLY FOR ALL VIOLATIONS THAT WERE NOT RESOLVED by the end of the
‘ reportmg period: You must also attach a SCANNED copy of each
VlolatlonICItatlon to your AMR submittal. ** - - '

Violation or
Citation #

'Date Cleared

Issued By

Description of Remedy

(add additional rows as needed)

** ONLY FOR ALL VIOLATIONS THAT WERE NOT RESOLVED by the end of the
" reporting period: You must also attach a SCANNED copy of each e
Violation/Citation to your AMR submittal. ** -




3. Major Repairs

Describe any major repair or replacement needs that have been identified as being required within the next
2 years, and any related plans to pay for whatever is needed.

4. Vacant Unit Rent-Up Time 0

If the project had an average VACANT UNIT RENT-UP TIME greater than 30 days for question 55 on
worksheet "1A. Property & Residents," you must supply the following:

a. A description of the work done to analyze the cause/s of the high turnaround time, and
what the identified causes are; and

b. A description of the work done to idéntify means of reducing the turnaround time, and
all viable remedies that have been identified; and

c. A description of the plan to implement any remedies, including specific timelines for
the implementation work.




5. Affirmative Marketing 0

Did you conduct any marketing of the project during the reporting period? If yes, please describe the
marketing that was conducted, including
a. when the marketing was conducted and how it was intended to reach populations least likely to
apply for the project;
b. any advertising, direct mailings, emailings and web postings that were done; and
c. how many households were on the waiting list prior to the marketing and how many were on it after
the marketing was completed.

6. Vacancy Rate ------3 0.00%

If the project had a VACANCY RATE greater than 15%, as may be shown above from the Income
Expense section of worksheet "2. Fiscal Activity," you must supply the following:

a. A description of the work done to analyze the cause/s of the vacancy rate, and what
the identified causes are; and

b. A description of the work done to identify means of reducing the vacancy rate, and all
viable remedies that have been identified; and

¢. A description of the plan to implement any remedies, including specific timelines for
the implementation work.




7. Miscellaneous Expenses: Administrative/Operating & Maintenance

If the project had miscellaneous administrative or operating & maintenance expenses greater than $10,000
each, you must provide a detailed itemization of these individual expenses below. Total expenses must
equal the total amount reported on the Fiscal Activity worksheet.

Misc. Admin Expenses

HUD
Expense Description Amount Acct # Notes
Total: 0.00
Misc. Operating & Maintenance Expenses
HUD A
Expense Description Amount Acct# Notes
Total: 0.00
8. Negative Cash Flow

If the project had NEGATIVE CASH FLLOW, as may be shown above from the Income Expense section of
worksheet "2. Fiscal Activity," you must supply the following:
a. A description of the work done to analyze the cause/s of the shortfall, and what the
identified causes are; and
b. A description of the work done to identify remedies for the shortfall, and all viable
remedies that have been identified; and

c. A description of the plan to implement any remedies, including specific timelines for
the implementation work. .




ty Development

Provide information about all current financing of the project. Lenders should be listed in lien order, i.e., with the most-senior lender in the first lien position, the most-junior Jender in last lien position.

Project Address: ]
Current Project Financing -

Outstanding Principal Balance [Accrued Interest As Of
Monthly Debt As Of End of Prior Reporting End of Prior Reporting

Lien Order jLender (and Loan Program if applicable) Loan Amount Interest Rate Maturity Date |Repayment Terms ) Service Payment Period Period

3lo|o|~jo|n|swin]-~




Profect Address:

ICompletion of this page is required based on your answers ta questions 41 thru 51 on worksheet 1A. Property & Residents. Supply one row of data for each service that is being provided. (If more than one service is being provided by the same Provider under
the same grant, please repeat the data for each service provided.)

Current Services Funding

Service Type Service Provider Name

Street Address where Service is Provided

Name of Funder of this Service

Grant Amount

Grant Start Date

Grant End Date




Attachment 11
Tenant Selection Plan Policy

This policy is in addition to the obligations to comply with applicable federal, state and local
civil rights laws, including laws pertaining to reasonable accommodation and limited English
proficiency (LEP),' and the applicable provision of the Violence Against Women Act, Pub.
Law 109-62 (January 5, 2006), as amended.

Application Process

e Application Materials. MOHCD shall provide an application to be used prior to the
housing lottery. The housing provider agrees to use this application to determine lottery
eligibility. The housing provider’s written and/or electronic application materials should:

o outline the screening criteria that the housing provider will use;

o be in compliance with San Francisco Police Code Article 49 or the Fair Chance
Ordinance,

o outline how an applicant may request a modification of the admission process
and/or a change in admission policies or practices as a reasonable
accommodation;

o be written in language that is clear and readily understandable,

e First Interview. In accordance with the housing provider policies, an initial interview is
required to assess each applicant’s minimum eligibility requirements for housing units.
All applicants shall be offered the opportunity for an interview in lottery rank order.

o Second Interview. Before issuing a denial, the housing provider should consider
offering a second interview to resolve issues and inconsistencies, gather additional
information, and assist as much as possible with a determination to admit the applicant.

o Confidentiality. All information provided will be kept confidential and be used only by
the housing provider, the referring agency and the funding agency for the purpose of
assisting and evaluating the applicant in the admission process. All applicant information
shall be retained for 12 months after the final applicant interview.

e Delays in the Process. If delays have occurred or are likely to occur in the application
and screening process or the process exceeds the housing provider’s normal timeline for
application and screening, the housing provider must immediately inform the referring
agency and the funding agency, of the status of the application, the reason for the delay
and the anticipated time it will take to complete the application process.

ISee for e.g., Title VIII of the Civil Rights Act of 1968 (Fair Housing Act), 42 U.S.C. §§ 3601, et seq.; 24 CF.R.
Part 100; Title VI of the Civil Rights Act of 1964, 42 U.S.C. §§ 2000d-2000d-7; Executive Order 13,166, Improving
Access to Services for Persons with Limited English Proficiency (August 11, 2000); Department of Housing and
Urban Development Limited English Proficiency Guidance, 72 Fed. Reg. 2732 (Jan. 22, 2007); Section 504 of the
Rehabilitation Act 0of 1973, 29 U.S.C. § 794; 24 C.F.R. Parts 8 and 9; Title II of the Americans with Disabilities
Act of 1990, as amended; California Fair Employment and Housing Act, Gov’t Code §§ 12,955-12,956.2; Unruh
Civil Rights Act, Civil Code § 51; California Disabled Persons Act, Civil Code § 51.4; Dymally-Alatorre
Bilingual Services Act, Gov’t Code §7290-7299.8; San Francisco Language Access Ordinance, No. 202-09
(April 14, 2009)
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o Problems with the Referring Agency. If at any point the housing provider has
difficulty reaching or getting a response from the applicant and referring agency, the
housing provider must immediately contact the referring agency, if possible, and the
funding agency, DPH or HSA.

e Limited English Proficiency Policy. Throughout the application process, the housing
provider must comply with City policy for language access requirements for applicants:
with limited English proficiency.

- Reasonable Accommodation and Modification Policy

Reasonable Accommodation: The application process should provide information about. how an
applicant may make a reasonable accommodation request. At any stage in the admission
process, an applicant may request a reasonable accommodation, if the applicant has a disability
and as a result of the disability needs a modification of the provider’s rules, policies or practices,
including a change in the way that the housing provider communicates with or provides
information to the applicant that would give the applicant an equal chance to be selected by the
housing provider to live in the unit.

Reasonable Modification: Applicant may request a reasonable modification if he or she has a
disability and as a result of the disability needs:

o aphysical change to the room or housing unit that would give the applicant an equal
chance to live at the development and use the housing facilities or take part in
programs on site;

o aphysical change in some other part of the housing site that would give the applicant
an equal chance to live at the development and use the housing facilities or take part
in programs on site.

Response to Request: The housing provider shall respond to a request for reasonable
accommodation or modification within ten (10) business days. The response may be to grant,
deny, or modify the request, or seek additional information in writing or by a meeting with the
applicant. The housing provider will work with the applicant and referring agency to determine
if there are ways to accommodate the applicant.

The housing provider shall grant the request if the provider determines that:
o the applicant has a disability;
o reasonable accommodation or modification is necessary because of the disability; and
o the request is reasonable (i.e., does not impose an undue financial or administrative
burden or fundamentally alter the nature of the housing program.)

If the reasonable accommodation request is denied, the rejection must explain the reasons in
writing. If the denial of the reasonable accommodation request results in the applicant being
denied admission to the unit, the provisions of the section on Notice of Denial and Appeal
Process apply. '
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Notice of Denial and Appeal Process

o The housing provider shall:

o Hold a comparable unit for the household during the entire appeal process.

o promptly send a written and electronic notice (to the addresses provided) to each
applicant denied admission with a written and/or electronic copy to the referring
agency and the funding agency. The notice should:

= list all the reasons for the rejection, including the particular conviction or
convictions that led to the decision in cases where past criminal offenses
were a reason for rejection;

» explain how the applicant can request an in person appeal to contest the
decision;

= state that an applicant with a disability is entitled to request a reasonable
accommodation to participate in the appeal;

» inform the applicant that he or she is entitled to bring an advocate or
attorney to the in person appeal;

= provide referral information for local legal services and housing rights
organizations;

= describe the evidence that the applicant can present at the appeal;

o give applicants denied admission a date within which to file the appeal, which
shall be at least ten (10) business days from the date of the notice;

o unless an extension is agreed to by the applicant and the housing provider, hold
the appeal within ten (10) business days of the request for the appeal;

o confine the subject of the appeal to the reason for denial listed in the notice;

o give the applicant a chance to present documents and/or witnesses showing that
he or she will be a suitable tenant;

o have an impartial supervisor or manager from the housing provider, but who is
not the person who made the initial decision or a subordinate of the person who
made the initial decision, conduct the appeal;

o within 5 business days of the in person appeal, provide the applicant with a
written decision that states the reason for the decision and the evidence relied
upon. A copy of the written decision must be sent (electronically or otherwise) to
the referring agency and the funding agency.

e Ifthe rejection is based on a criminal background check obtained from a tenant screening
agency, the Fair Chance Ordinance imposes additional notice requirements.
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Attachment 12

Tenant Screening Criteria Policy

The screening criteria and considerations outlined below encourage providers to “screen in”
rather than “screen out” applicants. These requirements are also designed to satisfy the
requirements of San Francisco Police Code Article 49, Sections 4901-4920 or the Fair Chance
Ordinance. This policy describes a minimum level of leniency; providers are encouraged to
adopt less restrictive policies and processes whenever appropriate. For example, providers may
opt not to review or consider applicant criminal records at all.

Screening Criteria

o Housing providers shall not automatically bar applicants who have a criminal record” in
recognition of the fact that past offenses do not necessarily predict future behavior, and
many applicants with a criminal record are unlikely to re-offend.

e Housing providers shall not consider:

o arrests that did not result in convictions, except for an open arrest warrant;

o convictions that have been expunged or dismissed under Cal. Penal Code §
1203.4 or 1203.4a;’

o juvenile adjudications.

¢ Housing providers shall consider:

o the individual circumstances of each applicant; and

o the relationship between the offense, and

= (1) the safety and security of other tenants, staff and/or the property, and
* (2) mitigating circumstances such as those listed below.

o only those offenses that occurred in the prior 7 years, except in exceptional
situations, which must be documented and justified, such as where the housing
provider staff is aware that the applicant engaged in violent criminal activity
against staff, residents or community members and/or that the applicant
intentionally submitted an application with materially false information regarding
criminal activity.

o mitigating factors, including, but not limited to:

= (1) the seriousness of the offense;

» (2) the age and/or circumstances of the applicant at the time of the offense;

= (3) evidence of rehabilitation, such as employment, participation in a job
training program, continuing education, participation in a drug or alcohol
treatment program, or letters of support from a parole or probation officer,
employer, teacher, social worker, medical professional, or community
leader;

% The policy recognizes that some housing may be subject to mandatory laws that require the exclusion of an
applicant based upon certain types of criminal activity.

The purpose of the statute is allow a petitioner to request a dismissal of the criminal accusations, a change in plea
or setting aside of a verdict and to seek to have certain criminal records sealed or expunged and a release “from all
penalties and disabilities resulting from the offense.”
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» (4) if the offense is related to acts of domestic violence committed against
the applicant;
» (5) if the offense was related to a person’s disability.

Attachment
12



Attachment 13

OPERATIONAL RULES FOR SAN FRANCISCO HOUSING LOTTERIES AND RENTAL
' LEASE UP ACTIVITIES

In order to implement consistent and transparent marketing practices for all affordable housing
under the purview of the Mayor’s Office of Housing and Community Development (MOHCD),
the following policies and procedures have been adopted. The Developer hereby acknowledges
and agrees to follow these procedures as outlined below.

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

HOUSING PREFERENCE PROGRAMS

The Developer hereby agrees that first preference in occupying units designated for Low Income
Households (Low Income Units) will be given to persons who have been issued a Residential
Certificate of Preference (COP) and who meet all qualifications for the unit.

The Developer further agrees that second preference in occupying units designated for Low
Income Households will be given to persons who have been issued an Ellis Act Housing
Preference Program (EAHP) Certificate and who meet all qualifications for the unit; provided,
however, if the Project will include funds from the California Department of Housing and
Community Development, this EAHP priority (and the corresponding requirements set forth
below) will not apply for so long as the Project is subject to the requirements associated with
such financing.

For new residential developments going through the initial lease-up process, the EAHP priority
shall apply to twenty percent (20%) of the Low Income Units. Thus, if the number of units
available exceeds the number of qualified applicants who hold a COP or other preference as
dictated by specific loan documents or marketing plan, the next priority will go to EAHP
certificate holders for up to twenty percent (20%) of the total Low Income Units. The EAHP
priority does not apply at initial lease-up or sale to buildings having four (4) or fewer Low
Income Units. However, the EAHP priority does apply to these same units upon re-rental.

Low Income Units with other occupancy priorities required by law, contract, or program rules
may apply the COP and EAHP after other preferences, with COP holders being granted priority
above EAHP certificate holders. Preferences required by a former Redevelopment Project Area
Plan are not pre-empted by the COP Program or the Ellis Act Housing Preference Program.
Preferences required by the LOSP, Direct Access to Housing Program, Housing First Program,
or other government programs are not pre-empted by the Ellis Act Housing Preference Program.
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Marketing and Tenant Selection Plan

The Developer agrees to supply Mayor’s Office of Housing and Community Development
(MOHCD or the City) with a complete and updated marketing and tenant selection plan in form
and substance acceptable to the City (“Marketing and Tenant Selection Plan”), including resident
selection criteria, at least six months prior to construction completion. The Marketing and
Tenant Selection Plan shall be submitted on a template form as provided by MOHCD,
substantially in the form attached as Exhibit K. This Marketing and Tenant Selection Plan shall

not be changed without providing the City with at least fourteen (14) calendar days’ written
notice.

New rental units shall be marketed for at least a twenty eight (28) -day period, including a listing
on the MOHCD website and on MOHCD’s email housing alert system. Applicants shall submit

an abridged lottery application form only and supply full income and other documentation if
selected in the lottery process to proceed with a rental.

Outreach to Certificate Holders
The City shall furnish the following:

e Written and/or printed notices to EAHP certificate holders advising them that units will
soon be available.

e Names and addresses of COP certificate holders. MOHCD shall address printed notices
created by Developer using an MOHCD provided template. Developer is responsible for
the full cost of the mailing to COP certificate holders.

e Assistance to qualified tenants in filing COP and EAHP applications or referral to an
appropriate housing counseling organization.

The Developer agrees to:

o Written and mailed notices to COP certificate holders advising them that units are

available using a template prov1ded by MOHCD. COP mailings are at the cost of the
Developer.

e During the application period, conduct at least one general informational meeting for all

persons interested in applying for occupancy in the development, at which the Developer
shall review application procedures.

e Specifically for COP and EAHP certificate holders, make support services staff available
to provide assistance throughout the application process, as it may be needed, with the
goal of maximizing COP/EAHP participation to the extent possible. The Developer shall
ensure that COP/EAHP certificate holders are aware that such assistance is available.

Application
The Developer agrees to use a pre-lottery application template provided by MOHCD. After the
lottery, the Developer may require applicants to complete an additional application provided

such additional application is included in the Marketing and Tenant Selection Plan and pre-
approved by MOHCD.
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Pre-Lottery Application Status Reports

The Developer agrees to supply the City with the names, addresses, and housing preference
cettificate numbers (when available) of all applicants, including whether or not they indicate they
are eligible for COP or EAHP priority status. The City will provide a template to be used to
provide this status report, at a minimum, every seven (7) calendar days from the initial date
applications are accepted. The City will, in turn, verify within seven (7) calendar days which
such applicants are qualified as COP or EAHP certificate holders.

After the application period has closed, and at least five (5) business days prior to lottery
proceedings, a non-prioritized list of all interested applicants will be provided to MOHCD on the
template provided. The list shall include applicant names, addresses, and whether the applicant
holds a COP or an EAHP certificate. If MOHCD does not receive this final applicant list within
five (5) business days prior to the lottery, it will be cause to postpone the lottery proceedings
until the complete list is received.

Lottery

The Developer shall ensure that all COP certificate holders receive first priority for occupancy
and EAHP certificate holders receive second priority for occupancy in twenty percent (20%) of
units, except in cases where approved and documented occupancy priorities preempt the COP
and EAHP preferences. EAHP certificate holders who are not offered a unit in the twenty percent
(20%) set aside shall have equal chance at any remaining units as other qualified applicants.

~ The Developer shall hold a public lottery to select renters. Applicants who submit a complete
application by the application deadline receive a numbered lottery ticket whose twin ticket is
entered into the lottery. Upon pre-approval from the City, lotteries may also be conducted using
names of applicants.

When a Developer chooses to receive applications by mail, applicants must be notified that
applications must be post marked prior to the application deadline. Developers receiving
applications via mail must allow five (5) business days from the application deadline before
scheduling the lottery to allow for mail delivery. As stated above, the final application list is due
to MOHCD at least five (5) business days prior to the lottery, therefore Developers who elect to
receive applications via mail must allow ten (10) business days from the application deadline to
the lottery date.

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

To conduct the lottery, the City and/or the Developer shall pull application tickets from a vessel
and order and record the lottery results in rank order by application ticket number. When using
names, Developer shall pre-enter all applicant names onto individual name cards. All EAHP
certificate holders should have two name cards. Names shall be pulled from a vessel in rank
order. There should be separate lotteries held for each preference. First, COP certificate holders
will be drawn and ranked, followed by EAHP certificate holders, followed by applicants from
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the general population. The EAHP certificate holder’s second card will be included in the
general lottery. Electronic lotteries are not allowed.

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

The Developer should record each name card/number ticket assigned a lottery number onto the
applicant list template provided by MOHCD. A computer master list as well as a hand printed
paper list for double checking. Results will remain projected on a screen or posted flip chart
paper throughout the lottery drawing process for the public to view and record results.

The Developer shall record the order of lottery numbers/names drawn and produce a final ranked
lottery list for each preference and for the general lottery. Once the lottery preferences have been
confirmed and applied, the Developer must notify applicants of their position in the lottery by
posting the results on Developer’s website or another public site and/or by mail.

Post-Lottery Lease up Instructions

- The Developer agrees to contact each applicant in lottery rank order to set up an interview where
the Developer will receive supporting documents from the applicant (i.e., income documentation,
tax returns, and bank statements).

The Developer agrees to income qualify each household member based on the supporting
documents submitted by the applicant. Income qualification cannot be based solely on what’s
reported by the applicant on the application.

In accordance with San Francisco Administrative Code Section 12H and applicable laws of the
State of California, Developer shall not use citizen status as a qualification for selection.
Developer shall not ask for social security information prior determining the household’s income
eligibility.

The Developer shall comply with San Francisco Police Code Article 49, Sections 4901-4920 (the
“Fair Chance Ordinance”) and the specific screening requirements set forth in Exhibit I (Tenant
Screening Criteria Policy). ' '

The Developer agrees to offer units in ranked order to applicants who meet all qualifications. If
an applicant is still in the review process and the applicant behind them in lottery rank order has
been approved, the first applicant must be offered a specific unit that is reserved for that
applicant until all qualifications have been reviewed and approved.

In the case where an applicant is denied for housing and appeals the denial, the Developer
agrees to hold a comparable unit until the final decision has been made regarding the

- appeal. Should Developer determine that an applicant’s denial appeal will be denied,

Developer will inform MOHCD of this decision with documentation used to sustain the

denial. MOHCD will confirm the denial is in accordance with Developer’s eligibility
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requirements. Developer agrees to be in compliance with all Fair Chance Ordinance
appeals process requirements.

If ineli giBility is determined, the applicant will be notified in writing within one week after such
determination is made, with a copy to the City. These applicants will also appear on the status
report.

Post-Lottery Status Report

Every seven (7) business days following any lottery the Developer shall supply the City with a
lease-up status report on a MOHCD-provided template. MOHCD has the right to audit the
Developer’s lease up procedure and applicant files within 24 hour notice during the lease up
period.

Response Deadline :
Applicants who have been accepted and notified in writing by the Developer shall have at least
ten (10) calendar days thereafter to enter into a lease agreement. If the applicant fails to
affirmatively respond, the application may be closed, making that unit available to the next
eligible tenant. Written notice shall be provided to applicants whose applications are closed after

.10 days due to a lack of response. Rejection of the unit by a COP or EAHP certificate holder and
closed applications must be shown on the status report to the City.

Final Documentation
Within fourteen (14) calendar days after execution of a lease, the Developer shall supply the City
with a copy of the following for all COP and EAHP tenants:

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

Retention Policy
For MOHCD auditing purposes, Developers are required to keep all supporting documents for
each applicant that has been interviewed for at least one year after the interview.

Re-rental of Low Income Units

Upon re-rental of any Low Income Unit or when re-opening the project waitlist to new
applicants, the Developer shall notify the City in advance of any vacancy or waitlist opportunity.
In no event shall the City be notified fewer than thirty (30) days before the date of re-occupancy
for a vacant unit. In no event shall the City be notified fewer than thirty (30) days before a
closed waitlist is re-opened for new applications. Violation of the thirty (30) day notification
requirement may delay re-occupancy.

Waitlist applications shall be entered into a lottery as described above. All lottery procedures
listed in this document apply to wait list openings. Appeals, response deadline, application
forms, and final documentation requirements listed above shall apply to all re-rentals.

Attachment
13



Developers filling unit vacancies off a waitlist must accept applications from approved COP and
EAHP certificate holders at any time, regardless of whether the waitlist is closed to other
applicants. If a COP or EAHP certificate holder is found eligible for a Low Income Unit in the
building, they shall be placed at the top of the waitlist.

No more than seven (7) calendar days following the date that any new applications are accepted
for a waitlist, the Developer shall supply the City with a status report listing names, addresses
and certificate numbers (when available) of COP and EAHP certificate holders indicating the
status of each application as of that date and the reason for any rejections.

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

On an annual basis and each time a new waitlist lottery is conducted, the City shall be provided
with a complete list of all applicant names, lottery rank on the waitlist, and whether they hold a
COP or EAHP certificate upon finalization of the waitlist.
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Attachment 14

City and County of San Francisco
Mayor’s Office of Housing and Community Development (MOHCD)

Marketing and Tenant Selection Plan for Initial Rental Units (2015 edition)

This marketing and tenant selection plan is subject to City review within 10 business days from
the date it is received and complete. Please set all advertising dates in this plan so that no

date commences sooner than 30 working days before the date of your plan submission.

Please complete and return this form in computer “Word” document format so that our

office_may track changes directly onto the document. The approval process typically
involves a back-and-forth process between MOHCD and the developer’s representative. Please
do not submit incomplete plans. This marketing and tenant selection plan may be updated from
time to time at the discretion of MOHCD. Thank you.

I. General Information (Suggestion: Cut and paste sections I - Vill from this form into your
marketing plan. This is the exact information required to be included.)

I/We agree that (“Developer's Name and/or Service Provider”) goal is to ensure that all
applicants are screened using consistently applied, fair criteria, to provide a desirable, well-
maintained and affordable place to live for an economically, racially, and ethnically integrated
resident population, while complying with the provisions of any federal, state, or local law
prohibiting discrimination in housing on the basis of race, religion, sex, color, family status,
disability status, national origin, marital status, ancestry, gender identity or sexual orientation,
source of income, or HIV/AIDS status.

In order to inform the public, owners, and prospective tenants about federal fair housing laws
and affirmative fair marketing procedures per the MOHCD Loan Agreement, (“Developer’s
Name and/or Service Provider”) will include the Equal Housing Opportunity logotype and/or
slogan, and a logotype indicating accessibility to the disabled, in all press releases, solicitations,
and program information materials.

Today’s Date

Proposed Marketing
.Launch Date

(Must be no sooner
than 30 days from the
date of first marketing
plan submission)

Name of Building

Property Address
(Street address used
for marketing and
mailing to new renters)
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Property Address as
Stated in Planning
Approval

Planning Motion
Number

Notice of Special
Restrictions Document
#

Name of City and Co.
of SF Planner

The following developer

contact information for is for internal use only.

Name of Developer

Developer Address

Developer Phone

Developer Email

Name of Marketing
Company

Marketing Agent

Marketing Agent
Address

Marketing Agent
Phone

Marketing Agent Email

Date of Building
Permit Issuance

Expected Issuance
Date of Temporary
Certificate of
Occupancy

Expected Issuance
Date of Final
Certificate of
Occupancy

Date on Which You
Expect Affordable
Units to Begin Renting

Date on Which You
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Expect All Affordable
Units to Complete
Renting

List all Sources of
Government Financing
for the Project (e.g.
CDLAC, TCAC, HUD
Loan, Infill Grant, etc.)

If there is a source of
government financing,
how long and at what
% Area Median
Income must your
units be restricted as
rental units under this
financing?

Are your units condo
mapped (i.e.
subdivided) through
the Department of
Real Estate?

Do you intend to
convert to ownership
units in the future?
Please explain.

ll. Overall Building Composition

Total # Units in Building (including
affordable)

Number of Residential Floors in the
Building

lll. Market Rate Units (if applicable)

Unit Type

Total #

Rent Range of Market Rate Units

SRO

Studio

Jr. 1 Bedroom

1 Bedroom

1+ Bedroom

2 Bedroom

2+ Bedroom

3 Bedroom

3+ Bedroom

4 Bedroom

Other
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1.

V. Affordable Units

Total # affordable (only) Units in

Building

AFFORDABLE UNITS BY BEDROOM SIZE

Unit Type

Total #

Minimum
Household

Occupancy Size

Occupancy Size

*Maximum
Household

SRO

Studio

Jr. 1 Bedroom

1 Bedroom

1+ Bedroom

2 Bedroom

2+ Bedroom

3 Bedroom

3+ Bedroom

4 Bedroom

Other

*Please note that children under 6 years do not count toward household size.
DETAILED DESCRIPTION OF AFFORDABLE UNITS BY BEDROOM SIZE

Refer to Rent Levels Set by MOHCD for Table Below.

Unit # Bedroom
. Count

Bath
Count

Square
Feet

Unit
Acces-
sible/

Adapt- -
able
{(including
Visually or
Hearing
Impaired)

Rent

% Area

Median

Income
Limit

Max.
House-

Income

Min.
Monthly

hold Household

Income

Allowed Required

Deposit | Parking
Reqqired Price

V. Renter Qualifications

I/We understand that it is our responsibility to read and understand the rules of the Regulatory
Agreement(s) for this development as well as the marketing and outreach policies set forth by
the City and County of San Francisco Mayor’s Office of Housing and Community Development.
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[You must attach a resident selection criteria document for our review in addition to completing
the section below. The resident selection criteria must also specify any preferences or program-
specific resident selection criteria applicable to the project, such as lottery preferences, and/or
Access Point referrals from the Human Services Agency or Department of Public Health for
Local Operating Subsidy Program units, etc. The residént selection criteria must also
incorporate references to the Fair Chance Ordinancé and how criminal background checks will
not be used until after all other qualifications have been reviewed. The resident selection

criteria should also include the following information as applicable:

1) Applicant Eligibility Criteria

All applicants must qualify based upon:
o Commitment to use the unit as the principal residence.
e Commitment to participate in rental restrictions and compliance recertification.
* Insert project specific eligibility information (household size, income, age, etc.)

[PLEASE INSERT THE ANNUAL INCOME LIMIT YOU WILL USE AND
INSERT INCOME LIMITS INTO THE TABLE BELOW] -

% of Maximum Income by Household Size derived from the
Unadjusted Area Median Income (AMI) for HUD Metro Fair Market Rent
Area (HMFA) that contains San Francisco 2014

A one person household can make no more than $
A two person household can make no more than $
A three person household can make no more than $
A four person household can make no more than $
A five person household can make no more than $
A six person household can make no more than $

A seven person household can make no more than $
(Please visit www.sfmohcd.org for larger households.)

2) Occupancy Preferences (Verify with MOHCD)

Preference will be given to (insert, project-specific preference chart, per the project's MOHCD
Loan Documents and/or Ground Lease):
SAMPLE BELOW:
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Preference Applicant Category
1 Persons Displaced by Project Activity
2 Certificate of Preference Holders:

a. Western Addition

b. Hunters Point

c. Residential G

3 All Others

Applicants will be required to indicate on their application if they believe they qualify for a
preference, and must submit documented proof along with their application submission. Failure
to provide proof may result in the preference not being granted. MOHCD staff will confirm all
Certificate of Preference holders. See Exhibit J for Operational Rules for San Francisco
Housing Lotteries and Rental Lease Up Activities.

Notes regarding preferences:
- Only one form of documented proof is required.
- Only one adult household member must be eligible for a preference.
- Any preference claim found to be false may result in the reordering of the application
as if it had never requested or received a preference, or in the case of proven fraud by
MOHCD, withdrawal of the application.

During ongoing lease-ups of units, Certificate Holders will receive priority on the waitlist. See
“Certificate of Preference” section for more information.

3) Local Operating Subsidy Program

[If your project is receiving Local Operating Subsidy Program (“LOSP”) funds from either the
Department of Public Health or Human Services Agency for designated LOSP units, then
describe the total number of units and number of units receiving LOSP subsidy along with the
referral process for those units, also please insert the following language:]

“Certificate of Preference Holders who meet eligibility for (Insert City department providing
LOSP funds)’s LOSP units will have priority status over other LOSP applicants. Certificate
holders will be required to apply for the LOSP units by going through the (Insert DPH or HSA)
designated Access Sites/Points for LOSP eligibility screening.”

4) Basis of Denial for Lottery Winners:
[Please list the reasons why you would deny AFFORDABLE lottery winner (e.g. evictions, credit

issues, etc.). Please be specific with each ground for denial, stating the specific standard within

each denial rather than the general standard.]
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Basis of Denial for Lottery Winners:

Ability to pay rent standard — [please complete in detail]

Credit Standard — [please complete in detail]

Rental History Standard — [please complete in detail]

Criminal History Standard must be compliant with Fair Chance Ordinance— [please complete in
detail]

Maximum Household Size Standard — [please complete in detail]

Other — [please complete]

(@)

I/we confirm that the building selection criteria rules that we will apply to the Affordable
Rental applicants are the same as or more lenient than those applied to applicants for
our market rate units.

5) Mitigating Circumstances:

[The Developer should describe-its mitigating circumstances policy and procedures.]

6) Reasonable Accommodations:

[Your plan should provide instructions on filing a Request for Reasonable Accommodation;
guidelines for considering and evaluating a Request for Reasonable Accommodatlon and the
appeal process.] - .

7) Grievance Policy

The Grievance Policy will be available to all applicants of (“Project Name”). (See below
for a sample Grievance Policy).

SAMPLE GRIEVANCE POLICY:.

“If, at any time during the application process, you feel that your rights, duties, welfare
or status are or may have been adversely affected by (“Developer's Name and/or
Service Provider’s”) action or failure to act, you may submit your grievance for informal
or formal review. You may call (insert phone #) and leave a voicemail if necessary, and
your call will be returned as soon as possible, but no later than 3 business days after
your call date. If your grievance is not resolved at that point, you may request an
informal hearing, which is a meeting with the (“Developer’'s Name and/or Service
Provider”) Staff and Director. The goal of the informal hearing is to settle the problem
without the need for a formal hearing. In the event the problem is not settled, you are
entitled to request a formal hearing. A formal hearing is between you and (“Developer’s
Name and/or Service Provider”), and a designated member of MOHCD. To request a
formal hearing, you must already have attempted to resolve the issue with the
(“Developer’s Name and/or Service Provider”) and through an informal hearing
described above. All requests for informal or formal meetings must be in writing, and

Attachment
14




must contain specific grounds for complaint. Hearing requests should be mailed to:
(insert “Developer’'s Name and/or Service Provider” & contact info).

If you have a grievance with any entity related to the project, including MOHCD, please
contact the (“"Developer’s Name and/or Service Provider”) to
advise you on pursuing the appropriate next steps.”

2. VI. Marketing Strategy

(a) Advertising

The City and County of San Francisco requires best practices regarding marketing
affordable units. These best practices include advertising over a period of at least three
(3) weeks in five (5) local newspapers that outreach to minority and low-, median-, and
moderate-income communities in San Francisco and in one (1) citywide paper for a
period of 2 weekends on a Saturday or Sunday. The marketing must occur during the
first 3 weeks of the 4-week required MOHCD posting period.

@) I/We will post in the following five
(5) local venues throughout a 3-
week period at least one time
each week:

Newspaper or publication Exact Advertisements Dates

Suggestion: Craig’s List

Suggestion: Bayview or Sun Reporter (African
American audience)

Suggestion: EI Mensajero or El Tecalote
(Spanish speaking audience)

Suggestion: Philippine News or Asian Journal
(Filipino audience)

Suggestion: Asian Weekly or Singtao Da//y
(Chinese audience)

Suggestion for Other: Choose a paper that is
local to the building

(i) /We will announce the affordable
housing opportunity in at least
three of the following non-print
electronic media outlets
throughout the marketing period.

Social Media Activity Exact Advertisement Dates Sources

Suggestion: Facebook, Twitter, etc.

Suggestion: website

Suggestion: email blast
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All newspaper ads and postings will state income maximums by household size; renter
qualifications; rental team contact information as the primary contact information; and identify
MOHCD as the monitor of the Affordable Rental program. Ads may refer applicants to the

MOHCD website at www.sfmohcd.org but will not list MOHCD telephone numbers or email

addresses. A copy of the wording to be used in all advertising will be sent to MOHCD for initial
review and copies of all placed ads will be sent to MOHCD upon the completion of the
marketing period. All postings will display an “Equal Housing Opportunity” symbol on all

marketing materials, advertisements and notices at the rental office:

EQLR-FDLANG
OPPORTUNITY

SAMPLE AD LANGUAGE:

2 one-bedroom Affordable Rental Units available at 333 Birch Street. $1,000 a month. Must not
own a housing unit and be income eligible. Households must earn no more than the maximum
income levels below:

55% of Median Income '
One person - $38,950; 2 persons - $44,500; 3 persons - $50,100; 4 persons - $55,650 etc.

Applications due by 5pm on DATE: Please contact the Green Company for an application and
more information at (415) xxx-xxxx or 333birchaffordable@green.com or download at
www.green.com.

Units available through the San Francisco Mayor’s Office of Housing and Community

Development and are subject to monitoring and other restrictions. Visit www.sfmohcd.org for

program information.

Mod
b

Attachment
14




I/We will use the following ad language when advertising the Affordable Rental units.

[Your Proposed Ad Language Here:]

Beyond the information provided in the application for the Affordable Rental unit(s), applicants
will have access to information on the units available. This information will be relayed in the

following manner: (This information may be relayed through

a general website for the development or through flyers or other handouts on the development.)
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Qutreach Materials (i.e flyer or post cards)

I/We understand that our project must provide a flyer and/or post card as a part of this
submission for the AFFORDABLE units available that includes the following information.

(Please see sample flyer at the end of this document for a template.)

o “Affordable Rental” indication

e Reference to MOHCD Affordable Rental program
o Certificate of Preference and Ellis Act Housing Preference indication (if applicable)
e Maximum and minimum qualifying incomes

e Rent Levels

e Description of units.

e Exterior and interior photo of the development

¢ Information on information sessions

¢ Information on how to obtain an application

e Fair Housing logo

+ Equal Opportunity logo

Your website

Strategy for Marketing to Residents of the lmmediate Neighborhood

I/'We understand we must present a strategy for reaching out to the local community
surrounding the building. [Suggestions include posting flyers in local community meeting places,
posting the units in local papers, and reaching out to local community groups. This strategy is
above and beyond your ad placements. At a minimum, list 10 local venues in which you will post
your flyer or otherwise distribute your flyer.]

[Your Strategy for Marketing fo Residents of the Immediate Neighborhood Here:].
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Outreach to Certificate of Preference Holders

I/We understand that we are responsible for marketing our Affordable Rental units to Certificate
of Preference holders. Certificate of Preference holders are primarily households displaced in
Redevelopment Project Areas during the 1960’s and 1970's, but may also include other persons
displaced by Agency action. [/We understand that we are not responsible for direct marketing to
Ellis Act Housing Preference holders. For more information, applicants may contact 415-701-
5613.

I/We understand that I/we shall provide post cards for the mailing of an affordable housing
announcement to all Certificate of Preference holders. We are responsible for printing the post
cards using the information provided by MOHCD. MOHCD shall coordinate the mailing and
invoice the developer for the full cost of the first class mailing, including postage and labels.

(a) important Dates and Completion of
MOHCD Web Posting

I/We understand that Affordable units must be posted on the MOHCD website for at least 28
calendar days prior to application deadline. The following template will be posted on the MOH
website during the marketing period.

Please complete this template thoroughly. This posting will appear on the MOHCD website
under “Current Rental Listings.” Please remove red sections once complete.

Posting Date Enter the date on which you would like to begin your marketing. Must be at
least 30 days from the date of your submittal of a complete marketing plan
to MOHCD.

Type of Unit For example: Senior Housing; LOSP; Multi-family, etc.

Development Name

Address

Number of Units Total number of affordable units

Number of Bedrooms

Neighborhood Write name of neighborhood here

Square Footage :

Year Built

Maximum Allowable Use these income levels or levels specific to your units. The levels below

Income Level of may not apply to your project. Please remove levels of households that are

Households too small for the unit.

55% of Maximum Income by Household Size derived from the -
Unadjusted Area Median Income (AMI) for HUD Metro Fair
Market Rent Area (HMFA) that contains San Francisco 2014
A one person household can make no more than $37,350
A two person household can make no more than $42,750
A three person household can make no more than $48,050
A four person household can make no more than $53,400
A five person household can make no more than $57,650
A six person household can make no more than $61,950
A seven person household can make no more than $66,200
Rent Use the rent levels and unit sizes specific to your unit and remove all others
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that are not applicable. For example:
2013 Maximum Monthly Rent By Unit Type (without utilitie‘s)

55% of Unadjusted Area Median Income (AMI) for HUD Metro Fair Market
Rent Area (HMFA) that contains San Francisco

SRO - $695

Studio - $939

1-Bedroom - $1,066

2-Bedroom - $1,192

3-Bedroom - $1,309

4-Bedroom - $1,392

Minimum Allowable
Income Level of
Households

Studio unit(s) — Household income must equal at least ___a month.
One-bedroom unit(s) — Household income must equal at least ___a month.
Two-bedroom unit(s) — Household income must equal at least __ a month.
Three-bedroom unit(s) — Household income must equal atleast a
month.

Minimum Household
Size

Households should be at least as many people as there are bedrooms in
the unit to apply.

Maximum Household
Size

Household size should not be limited beyond that allowed by SF Housing
Code.

Building Selection
Criteria

Please complete according to your guidelines.

In addition to qualifying under the rules of the Inclusionary Housing
Program, applicants must qualify under the rules of the building.

Each section below should be completed with detail

Building Selection Criteria:

Ability to pay rent standard — example — income must be 2 tlmes monthly
rent

Credit Standard — example — no lower than 580

Rental History Standard — example- no previous evictions in the last 3
years

Criminal History Standard — example — no felony conviction in the last 7
years  Please note, in compliance with Article 49 of the San
Francisco Police Code, your background check will not be reviewed

until all of your other qualifications have been reviewed
Other — please list any other ellglblhty criteria not listed anywhere else on
this posting.

You may also include a link to additional selection criteria documents or
info for consumer review.

Deposit Required for
Move-in
Parking Each unit includes one parking space as a part of the rent
, -OR-
One parking space per unit available for $ a month fee.
Which, if any, utilities
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are paid by the
building?

‘How are utilities paid Renter pays own utility bills directly.
by the renter?

-OR-

Renter is charged a flat rate of $____ by a third party vendor for the
following utilities: on a monthly basis.

-OR-

All utilities are paid by the building.

Other fees and/or Please list any fees for pets, mandatory insurance, bounced check, etc.
building rules here.

Contact Perspn

Phone
Email
Website
How to obtain an
application
Application deadline , 5pm
Applications must be received in paper form (no faxes or emails) by 5pm
on the date of the deadline.
Address to which Office:
application should be | Rental Manager Name:
delivered Address:
City/State/Zip. Code:
Attn:
Open House Dates (if | 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 Koret Auditorium if a larger
lottery is anticipated.)

Applicants do not need to be present at the lottery. Results will be posted to
(place your web URL here) within two weeks of the lottery.

Special Note(s)
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(b) VII. Application/Selection Process and
Timeline

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

[Please complete the following timeline as part of your Marketing Plan]

Timeline of Entire Process (add info as needed)

Task Name Date
Submittal of Marketing Plan to MOHCD
Marketing period (3 months)
Copy of Advertisements fo 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

VIil. Document Review

I/'We certify that l/we and all agents involved in the process 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

3 two-bedroom + 3 three-bedroom “Below Market Rate” rental units available
Bayside Village, 1125 Laurel Court, San Francisco

e New Units with Modern Design + Amenities

¢ (2) Two-bedroom units for available to households at or under 55% of median
income

e Renter households must earn no more than the income levels listed below:

Household Size One Two Three Four Five

Person Person Person Person Person
55% of Median Income $37,350 $42,750 $48,050 $53,400 $57,650
2014

Applications must be received by 5pm on Friday, April 13, 2014 to Smith Rentals, 300 Church
St., San Francisco, CA 94114.

Contact Smith Rentals at (415) 282-10000 or john@smithrentals.com for application and
information on the units and view the full unit posting at www.sfmohcd.org.

Units are monitored through the San Francisco Mayor’s Office of Housing and Community
Development and are subject to monitoring and other restrictions. Visit www.sfmohed.org for
program information.

Information session
Monday, June 2, 2013, 6pm
123 Hyde Street

Open House Dates
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June 2, 5-6pm; June 12, 12-1pm; June 25, 5-6pmAll applicants are encouraged to apply. Lottery
preference will be given to Certificate of Preference and Ellis Act Housing Preference holders*
and households that live or work in San Francisco.

Unit # Bedroom Bath Square Floor Rent Income Minimum Monthly Deposit
Count Count Feet Maximum Household Income | Required
Required
E113 Studio 1 448 1 $939 55% of AM! $2347.50 $939
E114 1 1 605, 1 $1066 55% of AMI $2665 $1066
E105 2 1 846 i $1192 55% of AMI $2980 $1192

*Certificate of Preference holders are primarily households displaced in Redevelopment Project Areas during the
1960’s and 1970's, but may also include other persons displaced by Agency action. Ellis Act Housing Preference
holders are long term San Francisco tenants who were evicted because of the Ellis Act. Contact 415-701-5613 for
more information.
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COP Postcard Template

Affordable Homes for Rent in San Francisco
' Interior Photo '

Exterior Photo

3 two-bedroom ($rent amount)+ 3 three-bedroom ($rent amount) rental units

available at Bayside Village, 1125 Laurel Court

e Renter Households must have a minimum monthly income of $

e Renter households must earn no more than the income levels listed below:

Household Size One Two Three Four Five
Person Person Person Person Person
55% of Median Income $39,650 $45,300 $51,000 $56,650 $61,200

2012

*Certificate of Preference holders are primarily households displaced in Redevelopment Project Areas during the
1960’s and 1970's, but may also include other persons displaced by Agency action. Ellis Act Housing Preference
holders are long term San Francisco tenants who were evicted because of the Ellis Act. Contact 415-701-5613 for

more information.

Side Two:

Mayor’s Office of Housing & Community Development

1 South Van Ness, 5™ Floor
San Francisco, CA 94103

Applications must be received by
5pm on Friday, April 13, 2012 to:
Makras Real Estate, 1193 Church St.
San Francisco, CA 94114.
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For more information & to apply Contact JM Rentals
(415) 282-8400 or victor(@jmrentals.com or
www.sfmohcd.org

Information session
Monday, June 2, 2012, 6pm
123 Hyde Street

Open House Dates
June 2, 5-6pm; June 12, 12-1pm; June 25, 5-6pm
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Sources and Uses
[Attached]
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Laurel Gardens Apartments - 1555 Turk St.

Pro-forma 2016 (post-rehab)

Effective Gross Income
- Rental Income

$ 2,082,240

Misc Income 6,418
Vacancy 5.00% (104,112)
Total Rental Income S 1,984,546
Expenses
Operating Expenses 687,980
Ground Lease Base Rent 15,000
Annual Replacement Reserve Deposit 35,464
Total Operating Expenses 738,444
Net Cash flow
NOI 1,246,102
Annual Mortgage Payment (20/20, 4.703%, 130x DSCR) ] 957,765
Net Income (to be split 1/3 to Bethel, 2/3 to MOH Residual Lease Payment) $ 288,337

Sources+Uses - Refinancing with Citicorp Loan
2/5/2016

Sources
New Citicorp loan {20/20 amortization @ 4.703%)
HUD RR Acct (as of 12/31/2015)
Loan application fee to Citicorp (April, 2015)
Total Sources

$ 12,400,000
487,419

25,000

$ 12,912,419

Uses
HUD loan (to BofA, est)
City of SF loan (balance)

* City of SF loan (accrued interest, est)
Northern CA Community Loan (w max int)
Unsecured Notes {to GP w/ accd.int., est)

* Property Rehabilitation

15% Hardcost Contingency
"Guarantee” Reserve

5% "softcost” Contingency

Resident relocation

Est'd restructuring, loan, legal+title fees

Lender Origination Fee (Citibank) 1.00%
Loan Consultant Fee (John Wong) 0.66%
Restructuring Consultant (Bobby Sis 3.00%

Refinancing Request Fee { Mayor's Office of Housing)
Lender's Counsel ’ '
Lender's Appraisal
Lender's Engineering+Seismic Report
Lender's Environmental Review
Zoning Fee (to Lender)
Insurance Broker Fee (to Lender)
Loan Processing Fee
Monthly Construction Inspections (to Lender)
Flood Certificate and credit reports (to Lender)
Borrower's Counsel
1st American Title Co (and related fees)
Total Fees
MOH Attorney Fees for Groundlease work
initial Replacement Reserve Deposit @ $1000/unit

Total Uses

124,000
80,000
372,000
3,000
40,000
7,000
6,500
4,500
850
1,250
5,000
15,000
~100
15,000
22,134

S 1,192,726
672,915

366,274
1,168,750
356,392
5,559,416
633,081

450,907

49,050

525,000

696,334
thd
52,000

$ 11,722,845

Equity Takeout (Total Sources - Uses, as defined by MOH)
Cash Payable to Bethel {=1/3 of Equity Takeout)
Developer Fee (up to $500k, payable at Loan Closing)
Remaining Cash-out Equity (payable at rehab completion)

Restricted Proceeds to Housing Trust with MOH (=2/3 of Equity Takeout)

1,189,574

396,525

793,049

$ 396,525




FREE RECORDING REQUESTED PURSUANT TO
GOVERNMENT CODE SECTION 27383

When Recorded Return to:
SAN FRANCISCO REDEVELOPMENT AGENCY
770 Golden Gate Avenue

San Francisco, CA 94102
Attn: Development Services

LAUREL GARDENS GROUND LEASE

by and between the

REDEVELOPMENT AGENCY OF THE
CITY AND COUNTY OF SAN FRANCISCO
as Landlord
and
Laurel Gardens of Bethel A.M.E. Church, L.P.,
a California limited partnership

as Tenant

Dated as of October | , 1998
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Ground Lease

This Ground Lease is entered into as of October ___ , 1998,
by and between the REDEVELOPMENT AGENCY OF THE CITY AND COUNTY OF
SAN FRANCISCO, a public body, corporate and politic (the
"Agency") as Landlord, and Laurel Gardens of Bethel A.M.E.
Church, L.P., a California limited partnership (the "Developer"),

as Tenant under this Ground lease,

RECITALS

A. In furtherance of the objectives of the California
Community Redevelopment Law (Health and Safety Code Section 33000
et _geq., the ¥Law), the Agency undertakes programs for the
reconstruction and rehabilitation of slums and blighted areas in
the City and County of San Francisco (the “City").

B. Pursuant to the Law, the Board of Supervisors of the
City established the Western Addition A-2 Redevelopment Project
Area ($Project Areal})and adopted the Western Addition A-2
Redevelopment Plan (as amended, the ¥Redevelopment Pland) .

C. The Agency is authorized pursuant to the Law to
distribute monies to nonprofit developefs and sponsors for the
specific and special purpose of increasing and maintaining the
housing stock in the City and County of San Francisco for very
low-, low- and moderate-income households.

D. The expiration of project-based Section 8 contracts
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poses a serious threat to San Ffancisco's affordable housing
stock. Many of the housing developments with expiring Section 8
contracts are located in Redevelopment Project Areas. The Agency
desires to preserve developments with Section 8 contracté as
affordable housing by, among other things, expending Tax
Increment Housing Funds.

E. Developer is a limited partnership established solely
to acquire and own housing units for low-income residents (the
BProject¥) on the real property located at 1555 Turk Street, San
Francisco, California (the $Site¥).

F. The Project is currently financed with a U.S.
Department of Housing and Urban Development ("HUD") Section 236
mortgage which is subject to prepayment by the current private
owner ("Seller'"), with the potential effect of expunging the
existing federal low income rent restrictions placed on the
Project.

G. Laurel Gardens of Bethel A.M.E. Church, Inc., the
Developer's general partner (the ﬁGeﬁeral Partner®), has entered
~into a purchase and sale agreement to purchase the Site and all
the improvements on the Site (the PImprovements$). The General
Partner intends (i) to sell the Siteitq the Agency and (ii) to
sell the Improvements to the Developer for rehabilitation and
operation as affordable housing, by causing the Seller (x) to
deed the Site directly to the Agency and (y) to deed the

Improvements directly to the Developer. Developer intends to
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finance the acquisition and rehabilitation of the Improvements
using multifamily mortgage revenue bonds to be issued by the
Agency, low-income housing tax.credits, and other Agency provided
- funding, including, but not limited to, a San Francisco
Redevelopment Agency Predevelopment Grant Agreement for $78,912,
dated February 10, 1998, and a loan in the amount of $672,915.00,
which will be used to acquire and rehabilitate the Improvements,
pursuant to a loan agreement between the Agency and the Developer
(the ¥Loan Agreementy). The Agency will use $1,328,173.00 in
additional funds to pay the purchase price for the Site, not
“including the Improvements.
H. The Agency wishes to lease the Site to the Developer

pursuant to this Ground Lease.

NOW THEREFORE, in consideration of the mutual obligations of

the parties hereto, the Agency hereby leases to Developer and
Developer hereby leases from the Agency the Site for the term and
gsubject to the terms, covenants, agreements and conditions

hereinafter set forth, to each and all of which the Agency and

Developer hereby mutually agree.

ARTICLE 1: DEFINITIONS
Terms used herein have the meanings given them when first
used or as set forth in this Article 1, or in the Loan Agreement,

unless the context clearly requires otherwise.
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1.01 Agency means the Redevelopment Agency of the City
and County of San Francisco, a public body, corporate and
politic, exercising its functions and powers and organized and
existing under the Community Redevelopment Law of the State of
California and includes any successor public Agency designated by
or pursuant to law. The Agency is the owner of the Site.

1.02 Agreement Date means the date that this Ground
Lease 1s deemed to be entered into and effective, as set forth on
the cover page. |

1;03 Developer means Laurel Gardens of Bethel A.M.E.
Church, L.P., a»California limited partnership.

1.04 Development Standards means Section IIC of the

Western Addition A-2 Redevelopment Plan, Land Use Provisions and
Development Standards, originally adopted by the Board of
Supervisors on October 13, 1964, as amended from time to time,
which contains the devélopment standards and urban design

guidelines which apply to the Project Area.

1.05 not used
1.06 Ground ILease means this Ground Lease of the Site

to the Developer from the Agency, as amended from time to time.
1.07 Improvements means all physical construction,
including all structures, fixtures and other improvements on the

Site.

n\g\h\aurelgl.dr6 Page 4



1.08 Leasehold Estate means the estate held by the
Developer pursuant to and created by this Ground Lease.

1.09 Leasehold Mortgage means any mortgage, deed of
trust, trust indenture or other security instrument, including,
without limitation, the mortgage ihsured by the Secretary, the
deed of trust securing a loan from (Bank of America)], the lien of
any Indenture of Trust with respect to mortgage revenue bonds
issued by the Agency, and any assignment of the rents, issues and
profits from the Site, or any portion thereof, which constitute a
lien on the Leasehold Estate created by this Ground Lease.

1.10 Lease Year means each calendar year during the
term hereof, beginning on January 1 and ending on December 31,
provided that the first Lease Year shall commence upon the
Agreement Date and shall end on the next succeeding December 31,
and the last Lease Year shall end upon the expiration of the term
hereof.

1.11 Lender means (i) the holder of any Leasehold
Mortgage consented to by the Agency as required by Article 25.01
and (ii) the Secretary, as defined in Article 27,

1.12 _Area Median Income means the median household or
family income for San Francisco as determined pursuaht to Section
500983 of the California Health and Safety Code.

1.13 not used
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1.14 Premises means the Site together with any

Improvements thereon.

1.15 Site means the real property in the Project Area

shown on the Site Plan, Attachment 1, and described in the Site

Legal Description, Attachment 2.
1.16 Redevelopment Plan means the Weéstern Addition A-2

Redevelopment Plan, as amended.

1.17 Occupant means any person or entity authorized by
Developer to occupy the Site, or any portion thereof.

Whenever an 'Attachment' is referenced, it means an
attachment to this Ground Lease unless otherwise specifically
identified. Whenever a section, article or paragraph is
referenced{ it is a reference to this Ground Lease unless

otherwise specifically referenced.

ARTICLE 2: TERM
(a) The term of this Ground Lease shall commence upon
the Agreement Date and shall end ninety=-nine years from that

date.

(b} Provided that the Developer is not in default of
the terms of its obligations to the Agency at such time, the
Agency agrees to negotiate in good faith, beginning no sooner

than twenty-four (24) months before the expiration of the full
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term of this Lease, to reach an agreement to convey the Site to
the Developer,at the end of such term for continued use as
affordable housing. The terms of such conveyance shall include
(1) use of the Site for affordable housing for at least fifty
(50) years, beginning on expiration of this Lease, and (ii) other
terms and conditions, including price, calculated to reflect such
restrictions on use. If the parties do not reach agreement by
six (6) months before the expiration of the term, the Agency may
dispose of the Site in accordance witl its then normal process
for such disposition; provided, however, the Agency agrees to
offer the Site first to the Developer on the same terms and’
conditions which the Agency intends to be contained in its normal
offering of the Site. The Developer shall have thirty (30) days
from receipt of the Agency’s offer to accept such offer on such
terms and conditions. If the Developer accepts such offer, it
may purchase the Site in accordance with the terms of any such
disposition. If the Developer fails to accept such offer within
such thirty (30) days, the Agency may proceed with ité normal
disposition without further obligation to the Developer;
provided, however, that the Developer’s right to propose resident
ownership in accordance with Article 13 shall remain in effect
until the termination of this Ground Lease. Y“Conveyance” or
“disposition” as used in this section may include sale, lease or

other transfer of some or all of the Site.
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ARTICLE 3: FINANCING

(a) Developer shall submit to the Agency in accordance with
the dates specified in the §chegu1e of Performance, Attachment 4,
for approval by the Agency, evidence satisfactory to the Agency
that Developer has sufficient equity capital and commitments for
construction mortgage financing and permanent financing, and/or
such other evidence of capacity to proceed with the acquisition
and development of the Premises, including the rehabilitation of
the Improvements, in accordance with this Ground Lease, as is
acceptable to the Executive Director of the Agency. Such
satisfactory evidence of financing shall include permanent
financing if réquired as part of any construction financing.

(b} A default by Develéper under the terms of ény financing

shall constitute a default under this Ground Lease.

ARTICIE 4: RENT

4.01 Annual Rent

Deveioper shall pay the Agency thirty thousand dollars
($30,000) per year'for lease of the Site, without offset of any
kind, payable in advance on the 15th day of March of each Lease
Year, without necessity of demand, notice or invoice from the
Agency {“Annual Rent”); provided, however, rent for the first
lease year shall be due on December 31, 1998, and shall be equal

to $30,000 times the number of days in the first Lease Year,
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divided by 365.

4.02 Absolute Net Lease

This Ground Lease is an absolute net lease and the Developer
shall be responsible to pay all costs, charges, taxes,
impositions and other obligations related thereto. If the Agency
pays any such amounts, whether to cure a default or otherwise
protect its interests hereunder, the Agency will be entitled to
be reimbursed by Develcper the full amount of such payments as

additional rent on the next rent payment date.

ARTICLE 5: AGENCY COVENANTS

The Agency is a public body, corporate and politic, duly
created and validly existing in good standing under the Law, and
has full right, power and authority to enter into and perform its
obligations under this Ground Lease. Agendy covenants and
warrants that the Developer and its tenants shall have, hold and
enjoy, during the lease term, peaceful, quiet and undisputed
possession of the Site leased without hindrance or molestation by
or from anyone so long as the Developer is nof in default under

this Ground Lease or the Loan Agreement with the Agency.

ARTICLE 6: DEVELOPER COVENANTS

Developer covenants and agrees for itself, and its
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Successors and assigns to or of the Site, or any part
thereof, that:
6.01 Linited Partnership/Authorit
Developer is a California limited partnership and has full
rights, power and authority to enter into and perform its
obligations under this Ground Lease.
6.02 Use of Site
During the term of this Ground Lease, Developer and such
successors and assigns shall‘comply with the following
requirements:
6.02a. Compliance with Redevelopment Requirements
Devote the Site to, and only to and in accordance with,
the uses specified in the Redevelcpment Plan and this Ground
Lease, as specified in Article 9 hereof, which are the only
uses permitted by this Ground Lease.
6.02b. Non-Discrimination
Not discriminate against or segregate any person or
group of persons on account of race, color, creed, religion,
ancestry,vnational origin, age, sex, gender identity,
marital or domestic partner status, sexual orientation or
" disability (including HIV or BRIDS status) in the sale,
lease, rental, sublease, transfer, use, occupancy, tenure or

enjoyment of the Site or the Improvements, or any part
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thereof, nor shall Developer itself or any person claiming
under or through it establish or permit any such practice or
practices of discrimination or segregation with reference to
the selection, location, number, use or occupancy, of
Occupants, subtenants or vendees on the Site or |
Improvements, or any part thereor.

6.02c. Acceptance of Tenants with Section 8 Subgidy

Not discriminate against tenants with certificates or
vouchers under the Section 8 program or any successor rent

subsidy program.

6.024d. Non-Discriminatory Advertising

All advertising (including signs) for sublease of the
whole or any part of the Site shall include the legend
"Equal Housing Opportunity" in type or lettering of easily
legible size and design.

6.02e. Access for Digabled Persons

Comply with all applicable laws providing for access
for persons with disabilities, including, but not limited
"to, the Americans with Disabilities Act and Section 504 of
the Rehabilitation Act of 1973.

6.02£. Equal ortuni Marketing Pla

Sugmit a Fair Housing Marketing Plan to be approved by

the Agency. The Fair Housing Marketing Plan must follow
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U.S. Department of Housing and Urban Development Guidelines
for such plans.

6.02g. Lead Based Paint

Comply with the regulations issued by the Secretary of
Housing and Urban Development set forth in 37 F.R. 22732-3
and all applicable rules and orders issued thereunder which
prohibit the use of lead-based paint in residential
structures undergoing federally assisted construction or
rehabilitation and require the elimination of lead-based
paint hazards.

6.03 Adgency and City Deemed Beneficiaries pf Covenants

In amplification, and not in restriction, of the provisions
of the preceding subsections, it is intended and agreed that thé
Agency and the City shall be deemed beneficiaries of the
agreements and covenants provided in this Article 6, and the
United States shall be deemed a beneficiary of the covenants
provided in Article 6.02b through g, both for and in their or its
own right and also for the purposes of protecting the interests
of the community and other parties, public or private, in whose
favor or for whose benefit such agreements and covenants have
been provided. Such agreements and covenants shall run in favor
of the Agency and the City and the United States for the entire
period during which such agreements and covenants shall be in

force and effect, without regard to whether the Agency, the City
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or the United States has any time been, remains, or is an owner-
of any land or interest therein to, or in favor of, which such
agreements and covenants ;elate. Thé Agency and the City shall
have the right, in the event of any breach of any such agreements
or covenants, and the United States shall have the right in the
event of any breach of the covenants provided in Article 6.02b
through g, in each case, after notice and the expiratioh of cure
periods, to exercise all the rights and remedies and to maintain
any actions at law or suits in equity or other proper proceedings
to enforce the curing of such breach of covenants, to which it or
any other beneficiaries of such agreements or covenants may be

entitled.

ARTICLE 7: ANNUAL INCOME COMPUTATION AND CERTIFICATION
Forty-five days after the Agreement Date, and on
January 15th of each year thereafter, Developer will furnish to
the Agency a list of all of the names of the persons who are
Occupants of the Improvements on the Site, the specific unit
which each person occupies, the household income of the Occupants
of each unit, the household size ana the rent being charged to
the Occupants of eaéh unit. Developer will provide the Agency
with an Income Computation and Certification for each household
(1) in the form required by that certain Regulatory Agreement and

Declaration of Restrictive Covenants with respect to the Project,
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by and among the Agency, the Developer and U.S. Trust Company, as
Trustee (the “Bond Regulatory Agreement”), for so long as such
agreement is in effect; or (ii) from and after thé date on which
the Bond Regulatory Agreement is terminated, in the form attached
hereto as Attachment 9; executed under penalty of perjury by the
Occﬁpant. If any state or federal agency requires an income
certification for Occupants of the Site containing the above-
referenced information, the Agency agrees to accept such
certification in lieu of Att chment_8 as meeting the requirements
of this Ground Lease. In addition to such initial and annual
list and certification,lDeveloper agrees to provide the same
information and certification to the Agency regarding each
Occupant of the Improvements not later than ten (10) business

days after such Occupant commences occupancy.

ARTICLE 8: CONDITION OF SITE -~ "AS IS"

Neither the Agency, nor any employee, agent or
representative of the Agency has made any representation,
warranty or covenant, expressed or implied, with respect to the
Site, its physical condition, the cbndition of any improvements,
any environmental laws or regulations, or any other matter,
affecting the use, value, occupancy or enjoyment of the Site
other than as set forth explicitly in this Ground Lease, and the

Developer understands and agrees that the Agency is making no
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such representation, warranty or covenant, expressed or implied;
it being expressly understood that the Site is being leased in an
"AS IS" condition with respect to all matters.

ARTICLE 9: IMPROVEMENTS AND PERMITTED USES

9.01 Scope of Development and Schedule of Pe rmance

Developer agrees to undertake and complete all physical
construction on the Site described in the Loan Agreement, {the
“Scope of Development”), as approved by the Agency, in accordance

with the Schedule of Performance, Attachment 4.

9.02 Permitted Uses and Occupancy Restrictions

The permitted'uses of the Site are limited to 52 dwelling
units, including 1 managér's unit and 51 residential units, a
community room and related parking. Following the Agreement Date
at least 50 of the residential units shall be occupied |
exclusively by hduSeholds with incomes at or below 60% of Area
Median Income. Upon vacancy of any of the dwelling units, other
than the one manager’s unit, the vacant unit shall be occupied by
a household at or below 60% of Area Median Income. As long as
the Site receives Project-Based Section 8 assistance, rents
charged to households will be in accordance with HUD
requirements, which shall control in the event of any conflict
with the requirements of this Ground Lease. Developer shall
accept Project-Based Section 8 assistance from HUD for as long as
it is offered by HUD. 1In the event HUD no longer provides
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Section 8 assistance, rents charged to households with incomes
above, at or below 60% of Area Median Income shall not exceed 30%
of the greater of (a) 60% of Area Median Income or (b) the
household's actual income.

9.03 Lender Not Obligated to Comply with Income Restrictions

Notwithstanding the foregoing Article 9.02, in the event
that title to Developer's interest in the Improvements is
acquired by a Lender by foreclosure, deed in lieu of foreclosure
or as the result of any other action or remedy provided for by
any Leasehold Mortgage, or should Lender sell or assign the same
to an Agency approved purchaser or assignee (subject to the
Agency's rights under Article 25), the Lender or its purchaser or
assignee may operate and maintain the 52 residential dwelling
units without any limitations on the rents charged or the income
of the Occupants thereof; subject. however, to any requirements
(i) arising in connection with financing insured by the Federal

Housing Administration or (ii) otherwise imposed by HUD.

ARTICLE 10: REHABILITATION OF IMPROVEMENTS
10.01 General Requirements and Rights of Agency
Construction documents for the rehabilitation of the
Improvements by Developer (the "Construction Documents") shall be
prepared by a person registered in and by the State of California
to practice architecture and shall be in conformity with the
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Redevelopment Plan and this Ground Lease, including any
limitations established in the Scope of Development, and all
applicable Federal, State and local laws and regulations. The
Agency has approved Troy Brown & Associates as the Developer’s
architect for this Projeét. The architect shall use, as
necessary, members of assoclated design professions, including
engineers and landscape' architects.

10.02 Agency Approvals and Limitation Thereof

The Construction Documents must be approved by the Agency in

the manner set forth below:

10.02a. Compliance with Redevelopment Plan and

Ground ILeage

The Agency's approval with respect to the Construction
Documents is limited to determination of their compliance
with the Redevelopment Plan and this Ground Lease, including
the Scope of Development (these enumerated documents are for
- convenience sometimes called "Redevelopment Requirements").
The Construction Documents shall be subject to general
architectural review and guidance by the Agency as part of

this review and approval process.

10.02b. Agency Does Not Approve Compliance with

Construction Requirements
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The Agency's approval is not directed to engineering or
structural matters or compliance with building codes and
regulations, the Americans with Disabilities Act, or any
other applicable State or Federal law relating to
construction standards or requirements.

10.02¢c. Agenc etermination Final and Conclusive

The Agency's determination respecting the compliance of
the Construction Documents with Redevelopment Requirements
shall be final and conclusive (except that it makes no
determination and has no responsibility for the matters set
forth in Article 10.02b, above).

10.03 Rehabilitation to be in Compliance with

Construction Documents and Law

The Improvements to bée constructed shall be constructed in
strict compliance with the Agency-approved and City-approved
Construction Documents and also in strict compliance with all
applicable local, State and Federal laws and regulations.

10.04 Approval of Construction Documents vaAqencv

Developer shall submit and the Agency shall approve or
disapprove the Construction Documents referred to in this Ground
Lease within the times established in the Schedule of
Performance. Failure by the Agency either to approve or

disapprove within the times established in the Schedule of
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Eg;fgtmance shall be deemed approval.

10.05 Disapproval of Construction Documents by Agency

If the Agency disapproves the Construction Documents in
whole or in part as not being in compliance with Redevelopment
Requirements or this Ground Lease, Developer shall submit new or
corrected plans which are in compliance within thirty (30) days
after written notification to it of disapproval, and the
provision of this section relating to approval, disapproval and
resubmission of corrected Construction Documents shall continue
to apply until the Construction Documents have been approved by
the Agency; provided, however, that in ahy event Developer must
submit satisfactory Construction Documents (i.e., approved by the
Agency) no later than the date specified therefor in the Schedule

o) rf anc

10.06 Final Construction Documents to be Approved by
Agency
The Final Construction Documents, including all drawings,
specifications and other related documents necessary for the
rehabilitation of the Improvements in accordance with the
requirements of this Ground Lease, must‘be approved by the
Agency.

10.07 Issuance of Building Permits

(a) Developer shall have the sole responsibility for
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obtaining all necessary 5uilding permits and shall make
application for such permits directly to the City's Department of
Building Inspection. Developer shall report permit status in
writing every thirty (30) days to the Agency. Failure to timely
file and to diligently pursue issuance of permits shall be a
breach of this Ground Lease.

(b) The Developer is advised that the Central Permit Bureau
forwards all building permits to the Agency for Agency approval
of compliance with Redevelopment Requirements. Since the
Agency's review of Construction Documents is limited (see
Article 10.02a, above), its approval of compliance with
Redevelopment Requirements is similarly limited and does not
include Article 10.02b matters. Agency evidences such compliance
by siéning the permit and returning the permit to the Central
Permit Bureau for issuance directly to the Developer. Approval
of any intermediate permit, however, is not approval of
compliance with all Redevelopment Requirements necessary for a
full and final building permit.

10.08 Performance and Payment Bonds

Prior to commencement of rehabilitation of the Improvements,
Developer shall deliver to the Agency performance and payment
bonds, each for the full value of the cost of rehabilitation of
the Improvements, which bonds shall name the Agency as co-

obligee, or such other completion security which is acceptable to
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the Agency.

10.09 Agency Approval of Changes after Commencement of
Rehabilitation

Once rehabilitation has commenced, the only Construction
Document matters subject to further review by the Agency will be
requests for any changes in the Construction Documents which
affect matters previously approved hy thé Agency. Permission to
make such changes shall be requested by Developer in writing
directed to the Agency, Attention: Housing Program Manager, with
a copy to the Architecture Division Manager. The Agency shall
reply in writing giving approval or disapproval of the changes
within ten (10) business days after receiving such request. If
the request is disapproved, the reply must specify the reasons
for the disapproval. If the Agency does not respond within this
ten-day period, the Agency will be deemed to have approved the
changes as submitted.

10.10 Times for Rehabilitation

Developer agrees for itself, and its successors and assigns
' to or of the Leasehold Estate or any part thereof, £hat Developer
and such successors and assigns shall promptly begin and
diligently prosecute to completion the redevelopment of the Site
through the rehabilitation of the Improvements thereon,vand that
such rehabilitation shall in any event commence and thereafter
diligently continue and shall be completed no later than the
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dates specified in the Schedule of Performance, unless such dates
are extended by the Agency, provided, however, thatAif different
dates are specified in an applicable loan agreement approved by
the Secretary of HUD, then the dates in such loan agreement shall
apply in place of those in the Schedule of Performance.

10.11 Force Majeure

For the purposes of ény of the provisions of this Ground
Lease, neither the Agency nor Developer, as the case may be,
shall be considered in breach of ox default in its obligations,
nor shall there be deemed a failure to satisfy any conditions
with respect to the beginning and completion of rehabilitation of
the Improvements, or progress in respect thereto, in the event of
enforced delay in the performance of such obligations or
satisfaction of such conditions, due to unforeseeable causes
beyond its control and without its fault or negligence,
including, but not restricted to, acts of God, or of the public
enemy, acts of the Government, acts of the other party, fires,
floods, epidemics, guarantine restrictions, strikes, freight
embargoes, general scarcity of materials and unusually severe
weather or delays of subcontractors due to such causes; it being
the purposes and intent of this provision that in the event of
the occurrence of any such enforced delay, the time or times for
the satisfaction of conditions to this Ground Lease including

those with respect to rehabilitation of the Improvements, shall
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be extended for the period of the enforced delay; vided
howeveyr, that the party seeking the benefit of the provisions of
this paragraph shall have notified the other party thereof in
writing of the cause or causes thereof within thirty (30) days
after the beginning of any such enforced delay and requested an
extension for the period of the enforced delay; and, provided
further, that this parag;aph shall not apply to, and nothing
contained in this paragraph shall extend or shall be construed to
extend, the time of performance of any of Developer's obligations
to be performed prior to the commencement of rehabilitation, nor
shall the failure to timely perform precommencement of
rehabilitation obligations extend or be construed to extend
Developef's obligations to commence, prosecute and complete
rehabilitation of the Impro&ements in the manner and at the times
specified in this Ground Lease.

10.12 Reports

Subsequent to commencement of rehabilitation of the
Improvements and until they have been completed, Developer shall
make a report in writing to the Agency every three (3) months, in
such detail as may reasonably be required by the Agency, as to
the actual progress of the Developer with respect to such
rehabilitation. During such period the work of the Developer
shall be subject to inspection by representatives of the Agency,

at reasonable times and upon reasonable advance notice.
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10.13 Access to Site

Developer shall permit access to the Site to the Agency and
the City whenever and to the extent necessary to carry out the
purposes of the provisions of this Ground Lease, at reasonable

times and upon reasonable advance notice.

ARTICLE 11: COMPLETION OF IMPROVEMENTS

11.01 Certificate of Completion -~ Issuance

Promptly after completion of the rehabilitation of the

Improvements in accordance with the provisions of this Ground
Lease, and upon the request of Developer, the Agency will furnish
Developer with an appropriate instrument so certifying. Such
certification by the Agency shall be a conclusive determination
of satisfaction and termination of the agreements and covenants
of this Ground Lease with respect to the bbligation of Developer,
and its successors and assigns, to rehabilitate the Improvements
in accordance with Agency approved Final Construction Documents
and the dates for the beginning and completion thgreof; provided,
however, that such determination shall only be withheld because
of failure to carry out specific reguirements of the
Redevelopment Requirements or this Ground Lease; provided
further, that such certification and such determination shall not
constitute evidence of compliance with or satisfaction of any
obligation of Developer to any Lender, or any insurer of a
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mortgage, securing money loaned to finance the Improvements, or
any part thereof; provided further, that Agency issuance of any
Certificate of Completion does not relieve Developer or any other
person or entity from any and all City requirements or conditions
to occupancy of the Improvements, which requirements or
conditions must be complied with separately.

11.02 not used.

411.03 Certifications to be Recordable

All cerfifications provided for in this section shall be in
such form as will enable them to be recorded with the Recorder of
the City.

11.04 Certification of Completion — Non-~Issuance Reasong

If the Agency shall refuse or fail to provide any
certification in accordance with fhe provisions of subsection
11.01, the Agency shall provide Developer with a written
statement, within fifteen (15) days after written request by
Developer, indicating in adequate detail in what respects
Developerihas failed to complete the rehabilitation of the
Improvements in accordance with the provisions of this Ground
Lease or is otherwise in default hereunder and what measures or
acts will be necessary, in the opinion of the Agency, for
Developer to take or perform in order to obtain such

certification.
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ARTICLE 12: CHANGES TO THE IMPROVEMENTS
12.01 Post Completion Changes

The Redevelopment Plan, or the requirements of any successor
zoning or land use controls after termination of the
Redevelopment Plan, controls changes to the Improvements after
the rehabilitation has been certified complete. However, because
" of the location of the Site, the nature of the Improvements,‘the
Permitted Uses and their relationship to surrounding
developments, the Agency has a pa;ticular interest in the Site
and in the nature and extent of the permitted changes to the
Improvements. Accordingly, it desires to and does hereby impose
the following particular contrecls on the Site and on the
Improvements: during the term of this Ground Lease, neither
Developer, nor any voluntary or involuntary successor or assign,
shall make or permit any change in the Improvements, as change is
hereinafter defined, unless the express prior written consent for
any change shall have been requested in writing from the Agency
and obtained, and, if obtained, upon such terms and conditions as
the Agency may require. The Agency égrees not to withhold or
delay its response to such a request unreasonably.

S 12.02 Definition of Change

‘Change’ as used in this Article means any alteration,
modification, addition and/or substitution of or to the Site, the
Improvements, the density of development and/or the extent and
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nature of the Site open space, which differs materially from that
which has been expressly approved by the Agency pursuant to this
Ground Lease and which has been certified by the Agency as
complete in accordance with this Ground Lease, and shall include
without limitation the exterior design, exterior materials and/ox
exterior color. For purposes of the Ibrégoing, exterior shall
mean and include the roof of the Improvements.

12.03 Enforcement

The Agency shall have any and all remedies in law or equity
{including without iimitation restraining orders, injunctions
and/or specific performance), judicial or administrative, to
enforce the provisions of this Article 12, including without
limitation.any threatened breach thereof or any actual breach or

violation thereof.

ARTICLE 13: TITLE TO IMPROVEMENTS

Fee title to any Improvements, including those Improvements
conveyed to Developer by thét certain [[deed from xx]] of even
date herewith, vested in Developer shall remain vested in
Developer during the term of this Ground Lease. Subject to the
rights of any Lenders and as further consideration for the Agency
entering into this Ground Lease, at the expiration or earlier
termination of this Ground Lease, fee title to all the

Improvements shall vest in the Agency without further action of
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any party, without any obligation by the Agency to pay any
compensation therefor to Developer and without the necessity of a
deed from Developer to the Agency; provided, however, that the
Agency agrees to review in good faith, and not unreasonably
disapprove, any proposal by Developer to transfer ownership of
the Improvements to residents of the Premises, subject to (i) the
terms and conditions of this Ground Lease, and (ii) the terms and
conditions of any agreements entered into in connection with the
Agency’s issuance of tax-exempt multifamily housing revenue
bonds, any proceeds of which were used for acquisition of the

Premises, but only for so long as such agreements are in effect,

ARTICLE 14: ASSIGNMENT, SUBLEASE OR OTHER CONVEYANCH

14.01 Assignment, Subleage or Other Convevance by
Developer

(a) Developer may not sell, assign, convey, sublease, of
transfer in‘any other mode or form all or any part of its
interest in this Ground Lease or in the Improvements or any
portion thereof, other than to Lenders, or allow any person or
entity to occupy or use all or anylpart of the Site other than
leases to tenants in the ordinary course of businesé, nor may it
contract or agree to do any of the same, without the priorx
written approval of the Agency, which approval shall not be
unreasonably withheld or delayed; provided., however, (i) Developer
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may sell, assign, convey, sublease or transfer its interests to a
limited partnership of which Developer or an entity controlled by
Developer is the managiné general partner, without the consent of
the Agency; and (ii) the purchase of the Project by Laurel
Gardens of Bethel A.M.E. Church, Inc., as general partner of
Developer, pursuant to that certain Right of First Refusal and
Purchase Option Agreement of even date herewith is approved. The
parties hereto acknowledge the Agency's particular ihterest and
concern regarding the nature and identity of the occupant of the
Site, and therefoie expreésly‘agree‘that the Agency's approval of
any such sale, assignment, conveyance, sublease or other transfer
may be withheld in its good faith discretion.

14,02 Assignment, Sublease oxr Other Conveyance by Agency

The Agency acknowledges that any sale, assignment, transfer
or conveyance of all or any part of the Agency's interest in thé
Site, the Improvements, or this Ground Lease, are subject to this
Ground Lease. The Agency will require that any puxrchaser,
assignee or transferee will expressly assume all of the
obligations of the Agency under this Ground Lease by a written
instrument recordable in the Official Records of the City. This
Ground Lease shall not be affected by any such sale, and
Developer shall attorn to any such purchaser or assignee. In the
event that the Agency intends to sell all or any part of the

Site, other than as provided in Section 2(b), the Agency shall
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notify Developer of the proposed terms of such sale not later
than ninety (90)'days before the anticipated close of escrow.
Developer shall have sixty (60) days from the giving of suqh
notice to exercise a right of first refusal to purchase the Site

on the same terms and conditions of such proposed sale.

ARTICLE 15: IAXES

Developer agrees to pay, or cause to be paid, when due to
the proper authority, any and all walid taxes, assessments and
similar charges on the Site which become effective after the
execution of this Ground Lease, including all taxes levied or
assessed on the possession, use or occupancy, as distinguished
from the ownership, of the Site. Developer shall not permit any
such taxes, charges or other assessments to become a defaulted

lien on the S8ite or the Improvements thereon; provided, however,

that in the event any such tax, assessment or similar charge is
payable in installments, Developer may make, or cause to be made,
payment in installments; and, provided further, that Developer
may contest the legal validity or the amount of any tax,
assessment or similar charge, through such proceedings as
Developer considers necessary or appropriate, and Developer may
defer the payment thereof so long as the validity or amount
thereof shall be contested by Developer in good faith and without

expense to the Agency. In the event of any such contest,
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Developer shall protect, defend and indemnify the Agency against
all loss, cost, expense or damage resulting therefrom, and should
Developer be unsuccessful in any such contest, Developer shall
forthwith pay, discharge, or cause to be paid or discharged, such
tax, assessment or other similarx qharge. The Agency shall
furnish such information as Developer shall reasonably request in
connection with any such contest provided that such irformation

is otherwise available to the public.

ARTICLE 16: UTILITIES

Developer shall procure water and sewer service from the
City and electricity, telephone, natural gas and any other
utility service from the City or utility companies providing such
services, and shall pay all connection and use charges imposed in
connection with such services. As between the Agency and
Developer, Developer shall be responsible for the installation
and maintenance of all facilities required in connection with
such utility services to the extent not installed or maintained

by the City or the utility providing such service.

ARTICLE 17: MAINTENANCE
" Developer, at all times during the term hereof, shall
maintain or cause to be maintained the Premises in good condition

and repair to the reasonable satisfaction of the Agency, taking
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into account the ége of the building, including the exterior,
interior, substructure and foundation of the Improvements and all
fixtures, equipment and landscaping from time to time located on
the Site or any part thereof. The Agency shall not be obligated
to make any répairs, replacements or renewals of any kind, nature
or description whatsoever to the Site or any buildings or

improvements now or hereafter located thereon.

ARTICLE 18: LIENS

Déveloper shall use its best efforts to keep the Site free
from any liens arising out of any work performed or materials
furnished by itself or its subtenants. In the event that
Developer shall not cause the same to be released of record
within twenty (20) days following written notice from the Agency
of the imposition of any such lien, the Agency shall have, in
addition to all other remedies provided herein and by law, the
right but not the obligation to cause the same to be released by
such means as it shall deem proper, including payment of the
claim giving rise to such lien. All sums paid by the Agency for
such purpose, and all reasonable expenses incurred by it in
connection therewith, shall be payable to the Agency by Developer

on demand; provided, however, Developer shall have the right,

upon posting of an adequate bond or other security, to contest

any such lien, and the Agency shall not seek to satisfy or
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discharge any such lien unless Developer has failed so to do
within ten (10) days afte; the final determination of the
validity thereof. 1In the event of any such contest, Developer
shall protect, defend, and indemnify the Agency against all loss,

cost, expense or damage resulting therefrom.

ARTICLE 19: GENERAL REMEDIES

19.01 Application of Remedies
The provisions of this Article 19 shall govern the parties'

remedies for breach of this Lease.

19.02 Notice and Cure Rights for Qévglgpgr Limited
Partner

(a) The Agency may not exércise‘its remedies under this
Ground Lease for a default by the Developer unless and until (i)
the Agency has given written notice of any such default, in
accordance with the notice provisions of Article 39, to the
Developer’s limited partners who have requested notice as set
forth belowl(“Permitted Limited Partners”), and (ii) such default
has not been cured within sixty (60) days following the giving of
such notice or, if such default cannot be cured within such 60-
day period, such longer period as is reasonably necessary to cure
such default, provided that such has been commenced and is being

prosecuted diligently to completion. If a Permitted Limited
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Partner cannot cure a default because the generai partner of the
Developer is in bankruptcy, any cure period will be tolled during
the pendency of such bankruptcy. |

{(b) The Agency will not exercise its remedy to
terminate this Ground Lease if a Permitted Limited Partner is
attempting to cure the default and such cure requires removal of
the General Partner, so long as the Permitted Limited Partner is
proceeding diligently to remove the General Partner in order to
effect a cure of such default.

(¢) Fannie Mae is a Permitted Limited Partner as of
the date of this Ground Lease and is entitled to the notice and
cure periocds provided in this Article 19. Any other limited
partner wishing to become a Permitted Limited Partner must
provide five (5) days’ written notice to the Agency in accordance
with the notice provisions of this Ground Lease, setting forth a
notice address and providing a copy of such notice to the
Developer and all of the Developer’s general partners. Such
limited partner will become a Permitted Limited Partner upon the
explration of the five-day period. A limited partner will not be
affordéd the protections of this section with respect to any
default occurring prior to the time such limited partner bhecomes

a Permitted Limited Partner.
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19.03 Breach by Agency
If Developer believes a matefial breach of this Ground Lease
has occurred, Developer shall first notify the Agency in writing
of the purported breach, giving the Agency sixty (60) days from
receipt of such notice to cure such breach. In the event Agency
dpes not then cure or, if the breach 1s not reasonably
susceptibie to cure within that sixty (60) day period, begin to
cure within sixty (60) days and thereafter diligently prosecute
such cure to completion, then Developer shall be afforded all of
its rights at law or in equity by taking any or all of the
following remedies: (i) terminating in writing this entire Ground
Lease; (ii) prosecuting an action for damages; (iii) seeking
specific performance of this Ground Lease; or {iv) any othex
remedy available at law or equity.
19.04 Breach by Developer
19.04a. Default by Developer
The following events each constitute a basis for the
Agency to take action against Developer:

(1) Subject to delay for force majeure bursuant
to Section 10.11, Developer fails'to commence
rehabilitation of the Improvements or to complete same
within the time limits set forth in this Ground Lease;

(2) Developer failé to comply with the Permitted
Uses and Occupancy Restrictions set forth in Article
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9.02;

(3) Developer abandons or suspends rehabilitation
of the Improvements for a period ofvsixty (60) days
after written notice by the Agency of such abandonment
or suspension, except for a cessation of rehabilitation
caused by Force Majeure as defined in Section 10.11.

(4) Developer voluntarily or involuntarily
assigns, transfers or attempts to transfer or assign
this Ground Lease or any rights in this Ground Lease,
or in the Improvements, except as permitted by this
Ground Lease;

{5) Developer, or its successor in interest,
shall fail to pay real estate taxes or assessments on
the Premises or any part thereof when due, or shall
place thereon any encumbrance or lien unauthorized by
this Ground Lease, or shall suffer any levy or
attachment to be made, or any material supplier's or
mechanic's lien or any other unauthorized encumbrance
or lien to attach, and such taxes or assessments shall
not have been paid, or the encumbrance or lien removed
or discharged; provided, however, that Developer shall
have the right tec contest any tax or assessment
pursuant to Article 15 and, upon the posting of an

adequate bond or other security, to contest any such
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lien or encumbrance. In the event of any such contest,
Developer shall protect, indemnify and hold Agency
harmless against all losses, damages, including
reasonable attorneys' fees and costs resulting
therefrom;

(6) Devéloper shall be adjudicated bankrupt or
insolvent or shall make a transfer in fraud of
creditors, or make an assignment for the benefit of
creditors, or bring or have brought against Developer
any action or proceeding of any kind under any
provision of the Federal Bankruptcy Act or under any
other insolvency, bankruptcy or reorganization act and,
in the event such proceedings are involuntary,
Developer is not dismissed from the same within sixty
(60) days thereafter; or, a receiver is appointed for a
substantial part of the assets of Developer and such
recelver is not discharged within sixty (60) days:

(7) Developer breaches any provision of any
financing provided by the Agency, including, but not
limited to, the Loan Agreement, or by any other source
for the acquisition or rehabilitation of the Site or
the Improvements, and fails to cure the breach
following any required written notice and within any

applicable cure periods;
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(8) Developer breaches any other material
provision of this Ground Lease; or
(9) Developer fails to pay Rent when due.

19.04b. Notification, Cure and Remedies

Upon the happening of any of the events described in.
Article 19.04a above, the Agency shall notify Developer in
writing of its purported breach, failure or act, giving
Developer sixty (60) days from receipt of such notice to
cure such breach, failure or act. 1In the event Developer
does not cure or, if the breach, failure or act is not
reasonably susceptible to cure within that sixty (60) day
period, begin to cure within sixty (60} days and thereafter
diligently prosecute such cure to éompletion, then, Subject
to the rights of any Lender and subject to Section 19.02,
the Agency thereafter shall be afforded all of its rights at
law or in equity, including any or all of the following
remedies: (1)‘terminating in writing this Ground Lease; (2)
prosecuting an action for damages; or (3) seeking épecific

performance of this Ground Lease.

ARTICLE 20: DAMAGE AND DESTRUCTION
The provisions of this Article 20 are subject to the
requirements of the Secretary of HUD, including those set forth

in Article 27.
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20.01 Insured Casualty.

If the Improvements or any part thereof are damaged or
destroyed by any cause covered by any policy of insurance
required>to be maintained by beveloper hereunder, Developer shall
promptly commence and diligently complete the restoration of the

Improvements as nearly as possible to the condition thereof prior

to such damage or destruction; provided. however, that if more
than fifty percent (50%) of the Improvements are destroyed or are
50 damaged by fire or other casualty, or if the insurance
proceeds do not provide at least ninety percent (90%) of the
funds necessary to accomplish the restoration, Developer may
terminate this Ground Lease within thirty (30) days after the
later of (i) the date of such damage or destruction, or (ii) the
date on which Developer-is notified of the amount of insurance
proceeds avallable for restoration. In the event Developer is
required or elects to restore the Improvements, all proceeds of
any policy of insurance required to be maintained by Developer
under this Ground Lease shall be used by Developer for that
purpose and Developer shall make up from its own funds any
deficiency between the amount of insurance proceeds available for
the work of restoration and the actual cost thereof. 1In the
event Developer elects to terminate this Ground Lease pursuant to
its right to do so under fhis Article 20.01, or elects nbt to

restore the Improvements, the insurance proceeds shall be divided
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among the Agency, Developer and any Lender in accordance with the
provisions of Article 20.03.

20.02 Uninsured Casualty.

If (1) a‘substantial portion 6f the Improvements are damaged
or destroyed and ten percent (10%) or more of the cost of
restoration is not within the scope of the insurance coverage;
and (ii) in the reasonable opinion of Developer, the undamaged
portion of the Improvements cannot be completed or operated on an
economically feasible basis; and (iii) there is not available to

Developer any feasible source of third party financing for

restoration reasonably acceptable to Developer; then Developer

may terminate this Ground Lease upon ninety (90) days written
notice te the Agency. If it appears that the provisions of this
Article 20.02 may apply to a particular event of damage or
destruction, Developer shall notify the Agency promptly and not
consent to any settlement or adjustment of an insurance award
without the Agency's written approval, which apprqval shall not
be unreasonably withheld or delayed. In the event that Developer
terminates this Ground Lease pursuant to this Article 20.02, all
insurance proceeds and damages payable by reason of the casualty
shall be divided among Agency, Developer and Lender in accordance
with the provisions of Article 20.03. If Developer does not have
the right, or elects not to exercise the right, to terminate this

Ground Lease as a result of an uninsured casualty, Developer
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shall promptly commence and diligently complete the restoration
‘oflthe Improyements as nearly as possible to their condition
prior to such damage or destruction in accordance with the
provisions of Article 20.01.

20.03 Distribution of the Insurance Proceeds.

In the event of an election by Developer to terminate and
surrender as provided in either Article 20.01 or 20.02, the
priority and manner for distribution of the proceeds of any
insurance policy reguired to be maintained by Developer hereunder
shall be as follows:

{a) First, to pay for the cost of removal of all
debris from the Site or adjacent and underlying property, and for
the cost of any work or service required by any statute, law,
ordinance, rule, regulation or order of any federal, state or
local government, or any agency or official thereof, for the
protection of persons or property from any risk, or for the
abatement of any nuisance, created by or arising from the
casualty or the damage or destruction caused thereby;

(k) Second, to compensate Agency for any diminution
in the‘value {as of the date of the damage or destruction) of the
Site as a raw development site caused by or arising from the
damage or destruction;

(c)y The remainder to Developer.
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(d) The provisions of this Article 20.03 shall be
subject to the rights of any Lender.

20.04 Clean Up of Housing Site

In the event the Developgr terminates this Ground Lease
pursuant to the provisions of Article 20.01 or 20.02 and the
proceeds of any insurance policy are insufficient to pay the
clean-up and other costs described in Article 20.03 subsection
(a), Developer shall have the obligation to pay the portion of

such costs not covered by the insurance proceeds.

ARTICLE 21: DAMAGE TO PERSON OR PROPERTY: INDEMNIFICATION

Agency shall not in any event whatscever be liable for any
injury or damage to any person happening on or about the Site,
for any injury or damage to the Premises, or to any property of
Developer, or to any property of any other person, entity or
association on or about the Site. Developer shall defend, hold
harmless and indemnify the Agency, the City and their respective
commissioners, officers, agents, and employees, of and from all
claims, loss, damage, injury, actions, causes of action and
liability of every kind, nature and description directly or
indirectly arising from its tenancy, its use of the Site,
including adjoining sidewalks and streets, and any of its
operations activities thereon or connected thereto; provided,

however, that this Article 21 shall not be deemed or construed to
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and shall not indemnify and save harmless the Agency, the City or
any of their commissioners, officers, agents or employees from
any claim, loss, damage, liability or expense, of any nature
whatsoever, arising from or in ény way related to or connected
with any willful misconduct or gross negligence by the person or

entity seeking such indemnity.

AR’I‘ICLE 22: INSURANCE AND FIDELITY BOND

22.01 M

For so long as the Loan Agreement is in effect, the
Developer shall maintain insurance in accordance with the terms
of the Loan Agreement, and failure f£o do so shall be a default
under- the terms of this Ground Lease. From and after the
termination of the Loan Agreement, the Developer shall maintain
insurance meeting the requirements of this Article.

22.01a. Insurance Requirements for Developex

During the term of this Ground Lease, Developer shall
procure and maintain insurance against claims for injuries to
persons or damage to property whigh may arise from or in
connection with the performance of any work hereunder by the
Developer, its agents, representativés, employees or
subcontractors and the Developer’s use and occupancy of the Site
and the Improvements.

22.01b. Minimum Scoge of Insurance
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Coverage shall be at least as broad as:

(1) Insurance Services Office Commercial General
Liability coverage {"occurrence" form CG 00011188).

(2) Insurance Services Office form number CA 00010692
covering Automobile Liability, code 1 "any auto.”

{3) Workers' Compensation insurance as required by the
Labor Code of the State of California and Employer’s Liability
insurance.

(4) Whenever an architect or engineer is employed,
professional Liabillity Insurance covering all negligent acts,‘
errors and omissions in Developer's Architectural and Engineering
Professional Design Services. As an alternative to Developer
providing said Professional liability insurance, Developer shall
requi;e that all architectural and engineering professional
consultants for the project have liability insurance covering
negligent acts, errors and omissions. Developer shall provide
the Agency with copies of consultants’ insurance certificates
showing such coverage.

{5) Property Liability Insurance against all risks of
direct physical loss to the Project during the course.of
construction and following completion of construction.

22.01lc. Minimum Limits of Insurance

Coverage shall maintain limits no less than:
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(1) General Liability: $1,000,000 combined single
limit per occurrence for bodily injury, personal injury and
property damage. If Commercial General Liability Insurance or
other form with a general aggregate limit shall apply separately
to this project/location, the general aggregate limit shall be
twice the required occurrence limit.

(2) Automobile Liability: $1,000,000 combined single
limit per accident for bodily injury and property damage.

(3) Workers' Compensation and Employers Liability:
Workers' Compensation limits as required by the Labor Code of the
State of California and Employers Liability limits of $1,000,000
per accident.

(4) Professional Liability: $1,000,000 per occurrence
during the course of new construction or remodeling in excess of
$100,000.

{5) Property Insurance:

{a}) Prior to commencement of construction on the Site,
the Developer shall deliver to the Agency performance and payment
bonds for such construction which bonds shall name the Agency as
co-obligee.

(b) Dufing the course of construction, Full Completed

Value of the Project.
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(c) Following completion of construction, Full
replacement value of the Project with no coinsurance penalty
provision.

22.014. Deductibles and Self-~Insured Retentions

Any deductibles or self-insured retentions must be declared
to and approved by Agency. At the option of Agency, either: the
insurer shall reduce or eliminate such deductibles or self-
insured retentions as respects the Agency, its officers,
employees and volunteers; or the Developer shall procure a bond
guaranteeing payment of losses and related investigation, claim
administration and defense expenses.

22.01e. Other Insurance Provisions

The policies are to contain, or be endorsed to contain, the
following provisions:

(1} General Liability and Automobile Liability
Coverage:

(a) The Agency, the City and County of San

Francisco and their respective officers, agents, employees and
Commissioners, are to be covered as additional insured as
respects: liability arising out of activities performed by or on
behalf of the Developer; products and completed operations of the
Developer, premises owned, occupied or used by the Developer; or
automobiles owned, leased, hired or borrowed by the Developer,.

The coverage shall contain no special limitations on the scope of
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protection afforded to the Agency, the City and County of San
Francisco and their respective officers, agents, employees or
Commissioners.

(b) The Developer's insurance coverage shall be
primary insurance as respects the Agency, the City and County of
San Francisco and their respective officers, agents, employees
and Commissioners. Any insurance or self-insurance maintained by
the Agency, the City and County oflsan Francisco and their
respective officers, agents, employees or Commissioners shall be
excess of the Developer's insurance and shall not contribute with
it.

fc) Any failure to comply with reporting
provisions ofAthe policies shall not affect coverage provided to
the Agency, tﬂe City and County of San Francisco and their
respective officers, agents, employees.or Commissioners.

(d) The Developer's insurance shall apély
separately to each insured against whom claim is made or suit is
brought, except with respect to the limits of the insurer's
liability.

(2) Workers' Compensation and Employers Liébility
Coverage: The insurer shall agree to waive all rights of
subrogation against the Agency, the City and County of San

Francisco and their respective officers,'agents, employees and
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Commissioners for losses arising from.work performed by the
Developer for the Agency.

{3) All Coverage: Each insurance policy required by
this clause shall be endorsed to state that coverage shall not be
suspended, voided, canceled by either party, or reduced in |
coverage or in limits, except after thirty (30) days' prior
written notice by certified mail, return receipt requested, has
been given to Agency.

22.01f. Acceptability of Iﬁsurers

Insurance is to be placed with insurers with a Best's rating
6f no less than A:VII.

22.01g. Verification of Coverage

Developer shall furnish Agency with certificates of
insurance prior to disbursement of funds and with original
endorsements effecting coverage required by this clause. The
certificates and endorsements for each insurance policy are to be
signed by a person authorized by that insurer to bind coverage on
its behalf. All certificates and endorsements are to be received
and approved by Agency before work commences. Agency reserves
the right to require complete, certified copies of all required
insurance policies, at any time.

22.01h. Subcontractors

Developer shall include all subcontractors as additional

insured under its policies or shall furnish separate certificates
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and endorsements for each subcontractor. All coverage for
subcontractors shall be subject to all of the requirements stated
herein.

22.02 Fidelity Bond

Developer shall obtain a blanket fidelity bohd, or
equivalent coverage, from a bonding company, acceptable to
Agency, covering all officers and employees of Developer for loss
of Loan funds caused by dishonesty in an amount not less than the
Loan. Should such a loss of Loan funds occur, Developer agrees
to diligently pursue recovery undexr  the bond and to assign or

remit to the Agency all funds recovered,

| ARTICLE 23: COMPLIANCE WITH LEGAL REQUIREMENTS

Developer shall at its cost and expense, promptly comply
with all laws, statutes, ordinances and governmental rules,
regulations or reguirements now in force or which may hereafter
be in force, with the requirements of any board of fire
underwriters or other similar body now orkhereafter constituted,
with any direction or occupancy certificate issued pursuant to
any law by any public officer or officers, insofar as any thereof
relate to or affect the condition, use or occupancy of the Site.
In the event Developer contests any of the foregoing, Developer
shall not bé obligated to complyitherewith to the extent that the

application of the contested law, statute, ordinance, rule,
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regulation or requirement is stayed by the operation of law or
administrative or judicial order and Developer indemnifies the
Agency against all loss, cost, expense or damage resulting from

noncompliance.

ARTICLE 24: ENIRY

The Agency and its authorized agents shall have the right at
all reasonable times during normal business hours and after
forty-eight (48) hours written notice to Developer (except in the
event of an emergency when no written notice is required), to go
on the Site for the purpose of inspecting the same or for the
purpoase of posting notices of nonresponsibility, or for police or

fire protection.

ARTICLE 25: MORTGAGE FINANCING

25.01 No Encumbrances Except for Development Purposes

Notwithstanding any other provision of this Ground Lease and
subject to the prior written consent of the Agency, which consent
shall not be unreasonably withheld or delayed, Leasehold
Mortgages are permitted to be placed upon the Leasehold Estate
only for the purpose of securing loans of funds to be used for
financing the acquisition, design, rehabilitation or future
renovation or reconstruction of the Improvements and any other
expenditures reasonably necessary and appropriate to acquire,
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own, develop, rehabilitate, renovate, construct or reconstruct
the Improvements under this Ground Lease, operatibn of the
Improvéments, and costs and expenses inﬁurred or to be incurred
by Developer in furtherance of the purposes of this Ground Lease.
The FHA-insured mortgage loan being made by the Bank of America,
FSB (the “Bank”) and the Indenture of Trust by aad among the
Bank, the Agency and U.S. Trust Company, National Association,
are approved Leasehold Mortgages for all purposes under this
Ground Lease.

25.02 Holder Not Obligated to Construct

The holder of any mortgage, deed of trust or other security
interest authorized by Article 25.01 ("Holdexr" or "Lender"),
including the successors or assigns of such Holder, is not
obligated to complete the rehabilitation of the Improvements or
to guarantee such completion; nor shall any covenant or any other
provision of this Ground Lease be construed so to obligate such
Holder. However, in the‘eQent the Holder does undertake to
complete or guarantee the completion of the rehabilitation of the
Improvements, nothing in this Ground Lease shall be deemed or
construed to permit or authérize any such Holder or its
successors or assigns to devote the Site or any portion thereof
£o any uses, or to construct or rehabilitate any Imp;ovements
thereon, other than those uses or Improvements provided for or

authorized in the Redevelopment Plan. To the extent any Holder
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or its successors in interest wish to change such uses or
construct different improvements, that Holder or its successors

in interest must obtain the written consent of the Agency.

25.03 Failure of Holder +to Complete Improvements

In any case where six months after assumption of obligations
pursuant to Article 25.02 above, a Lender, having first exercised
its option to construct, has not proceeded diligently with
rehabilitation, the Agency shall be afforded the rights against
such Holder it would otherwise have against Developer under this
Ground Lease for events or failures occurring after such

assumption.

25.04 Default by Developer and Agency's Rights

25.04a. Right of Agency to Cure

In the event of a default or breach by Developer in or
of its obligations under any Leasehold Mortgage, and Developer’s
failure to timely commence or diligently prosecute cure of such
default or breach, the Agency may, at its option, cure such
breach or default. In such event, the Agency shall be entitled
to reimbursement from Developer of all costs and expenses
reasonably incurredvby the Agency in curing the default or
breach. The Agency shall also be entitled to a lien upon the
Leasehold Estate or any portion thereof to the extent of such
costs and disbursements. Any such lien shall be subject to the
lien of any then existing Leasehold Mortgage authorized by thisA
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Ground Lease, including any lien contemplated because of advances
yet to be made.

25.04b. Notice of Default to Agency

The Lender shall - give the Agency prompt written notice
of any such default or breach, and every Leasehold Mortgage shall
so provide and shall also contain the Agency's right to cure as
above set forth.

25.04c. Agency's Right to Assignment of the leasehold

Mortgage

In any case where, subsequent to default or breach by
Developer in or of its obligations under any Leasehold Mortgage,
Developer shall have failed to fully cure such breach or default
within the applicable time provided therefor, the Agency shall
have the option of paying to the holder thereof the amount of the
Leasehold Mortgage debt and securing an assignment of such debt
and of the Leasehold Mortgage and every Leasehold Mortgage shall
so provide. In the event that Developer's interest in the Site,
or any part thereof, has vested in such holder by way of
foreclosure or action in lieu thereof, without notice to the
Agency at least thirty (30) days prior to such vesting that
foreclosure or action in lieu thereof was pending, the Agency
shall be entitled, at its option, if exercised in writing within
sixty (60) days after the Agency acquires actual knowledge of
such transfer of Developer's interest, to a conveyance to it of
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Developer's interest in the Site or part thereof, upon payment to
such holder of an amount equal to the sum of:

(a) The Leasehold Mortgage debt at the time of
foreclosure or action in lieu thereof, less all appropriate
credits, including those resulting from collection and
application of rentals received during foreclosure proceedings;

(b} All expenses with respect to the foreclosure;

(c) The net expenses, if any, exclusive of general
overhead, incurred by such holder in and as a direct result of
the subsequent management of the‘site; and

{d} An amount equivalent to the interest that would
have accrued on the aggregate of such amounts had all such
amounts become part of the Leasehold Mortgage debt and had such
debt continued in existence.

25.05 Subordination by Agency

In addition to Developer's right ﬁo encumber its
Leasehold Estate created by this Ground Lease, the Agency agrees
£o subordinate its fee title in the Site to that certain
Regulatory Agreement for Limited Distribution Mortgagors Under
Section 236 of the National Housing Act and that certain Deed of
Trust with Assignment of Rents by and among Developer, as
trustor, Bank of America, N.T. & S.A., as benefiéiary (“Bank of
America”), and the trustee thereunder, of even date herewith, if

such subordination is required by HUD as a condition to FHA
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mortgage insurance. Upon written request by Developer, the
Agency agrees to provide the subordination described in this
Article 25.05, subject to the conditions of>this Ground Lease, to
the extent permitted by HUD and Bank of America, FSB, including
the following:

a. The liability of the Agency under any
documents executed in connection with any loan shall be limited
~ by the express terms of the instrument of subordination. The
liﬁitations shall include: the limitation of the Agency's
liability solely to the interest or interests subordinated; the
Agency's right not to execute any instrument which would obligate
the Agency for the payment of the Leasehold Mortgage to which the
fee 1s subordinated; the Lender's express recognition that the
Agehcy is not so obligated; and the Lender's agreement to provide
the Agency with notice of any default under the Leasehold
Mortgage, and the right, but without the obligation, within the
same time provided to Developer, to cure any default or to
purchase the Lender's rights under any loan documents executed
with respect to the Leasehold Mortgage and other debt and
security interests for an amount equal to the sum of the unpaid
principal balance, plus accrued interest and other amounts'
evidenced and secured thereby.

b. Developer shall not be in Material Default

under the terms of this Ground Lease &t the time of a request for
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subordination. "Material Default"™ shall mean any material breach
by Developer under this Ground Lease, including, without
limitation, the failure to pay any rent due under this Ground
Lease, or, the filing of a bankruptcy petition by or against
Developer, in each case, subject to any applicable notice and
cure periods. Developer shall not be in Material Default if
Developer has commenced to cure the Material Default at the time
in question and diligently pursues such cure to completion.

C. Provided the conditions of this Article 25.05
subsections a and b are satisfied, the Agency shall, within ten
(10) days after written request by Developer, execute,
acknowledge and deliver an instrument of subordihation, together
with other documents as may be reasonably required by the Lender
from the Agency to effectuate the provisions of this Article
25.05, without any charge by the Agency to Developer, subject to
the terms and conditions contained in this Ground Lease. The
Agency will immediately pay over to Developer proceeds received
by the Agency, i1f any, of any Leasehold Mortgage and the proceeds
of any Leasehold Mortgage received by the Agency shall be
considered a trust fund to be paid to Developer. If any proceeds
are made payable to both the Agency and Developer, the Agency
shall immediately sign any documents necessary to transfer the

proceeds to Developer.
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ARTICLE 26: PROTECTION OF LENDER

26.01 Notification to Agency

Promptly upon the creation of any Leasehold Mortgage and as
a condition precedent to the existence of any of the rights set
forth in this Article 26, each and every Lender shall give
written notice to the Agency of the Lender's address and of the
exlstence and nature of its Leasehold Mortgage. HUD and the Bank
of America, FSB are deemed to have given such notice as is
required to obtain the rights and protections of a Lender under
this Ground Lease. |

26.02 Lender's Kights to Prevent Termination

Lender shall have the right, but not the obligation, at any
time prior to termination of this Ground Lease and without
payment of any penalty other than the interest on unpaid rent, to
pay all of the rents due hereunder, to effect any insurance, to
pay any taxes and assessments, to make any repairs and
improvements, to do any other act or thing required of Developer
hereunder, and to do any act or thing which may be necessary and
proper to be done in the performance and observance of the
agreements,'covenants and conditions hereof to prevent a
termination of this Ground Lease as the same would have been if

made, done and performed by Developer instead of by Lender.

26.03 Lender's Rights When Developer Defaults
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Should any event of default under this Ground Lease occur,
and not be cured within the applicable cure pericd, the Agency
shall not terminate this Ground Lease nor exercise any other
remedy hereunder unless it first gives notice of such event of
default to Lender and

{1} If such event of default is a failure to pay a
monetary obligation of Developer, Lender shall have failed
to cure such default within sixty (60) days from the date of
notice from the Agency to Lender; or

(ii) If such event of default is not a failure to pay a
monetary obligation of Developer, Lendér shall have failed,
within sixty (60) days of receipt of said written notice,
either (a) to remedy such default; or (b) to obtain title to

Developer's interest in the Site in lieu of foreclosure; or

{c) to commence foreclosure or other appropriate proceedings

in thé nature thereof and thereafter diligently prosecute

such proceedings to completion, in which case such event of
default shall be remedied or deemed remedied in accordance
with Article 26.04 below.

All righté of the Agency to terminate this Ground Lease as
the result of the occurrence of any such event of default shall
be subject to, and conditioned:upon, the Agency having first
given Lender notice of such event of default and Lender having

failed to remedy such default or acquire Developer's Leasehold
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Estate created hereby or commence foreclosure or other
appropriate proceedings in the nature thereof as set forth in and
within the time specified by this Article 26.03.

26.04  Default Which Cannot be Remedied by Lender

Any event of default under this Ground Lease which in the
nature thereof cannot be remedied by Lender shall be deemed to be
remedied if (i) within thirty (30} days after receiving notice
from the Agency setting forth the nature of such event of
default, or prior thereto, Lender shall have acquired Developer's
leasehold estate created hereby or shall have commenced
foreclosute or other appropriate proceedings in the nature
thereof, (ii) Lender shall diligently prosecute any such
proceedings to completion, (iii) Lender shall have fully cured
any event of default arising from failure to pay or perform any
‘monetary obligation in accordarce with the terms of this Ground
Lease, and (iv) after gaining possession of the Site perform, or
diligently proceed to perform, all other obligations of Developer
as and when the same are due in accordance with the terms of this
Ground Lease.

26.05 Court Action Prevgnﬁing Lender's Action

If Lender is prohibited by any process or injunction issued
by any court or by reason of any action by any court having
jurisdiction of any bankruptcy or insol&ency proceeding involving

Developer from commencing or prosecuting foreclosure or other
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appropriate proceedings in the nature thereof, the times
specified in Articles 26.03 and 26.04 above for c¢commencing or
prosecuting such foreclosure or other proceedings shall be
extended for the period of such prohibition; provided that Lender
shall have fully cured any default in the payment of any monetary
obligations of Developer under this Grcund Lease and shall
continue to pay currently such monetary cobligations as and when
the same fall due.

26.06 Lender's Rights to Record, Foreclose and Assign

The Agency hereby agrees with respect to any Leasehold
Mortgage, that

(i) The Lender may cause same to be recorded and enforced
and upon foreclosure sell and assign the Leasehold Estate créated
hereby to an assignee from whom it may accept a purchase price;
subject, however, to the Agency's right to purchase provided for
by Article 2%, and to Lender's first securing written approval
from Agency. Lender, furthermore, may acquire title to the
‘Leasehold Estate in any lawful way, and 1f the Lender shall
become the assignee, may sell and assign said leasehold estate
subject to Agency approval and to the Agency's rights under
Article 25. Should the Agency fail or refuse to approve a
Lender's sale or assignment Qf sald leasehold estate for any
reason other than the unsatisfactory financial condition of the

purchasér or assignee, the Agency shall pay such purchaser an
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amount computed in accordance with Article 25.04, whereupon the
Agency shall be entitled to conveyance o¢f the Leasehold Estate;
and

(ii) that should the Lender acquire the Leasehold Estate
hereunder by foreclosure or other appropriate proceedings in the
nature of foreclosure or as the result of any other action or
remedy provided for by any Leasehold Mortgage, or should Lender
sell or assign the same to an Agency approved purchaser or .
assignee, Lender or its purchaser or assignee shall take said
Leasehold Estate subject to all of the provisions of this Ground
Lease, and shall, so long as and only so long as i1t shall be the
owner of such estate, except as provided elsewhere in this Ground
Lease, assume all of the obligations of Developer under this
Ground Lease; provided, however, as stated at Article 39.03;, the
Lender or ité purchaser or assignee may operate and maintain the
52 dwelling units without any limitations on\the rents charged or
the income of the occupants thereof.

{iii) The Agency shall mail or deliver to any Lender which
has an outstanding Leasehold Mortgage a duplicate copy of all
notices which the Agency may from time to time give to Developer
‘pursuant to this Ground Lease.

(iv) Any limited partners of Developer shall4have the same
rights as any Lender under Sections 26.02, 26.03, and 26.06

{iii), and any reference to a Lender in said section shall be
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deemed to include such limited partners.

26.07 Project Feagibility Loan

{(a) The Agency acknowledges that the Developer and the
General Partner of Developer (“GP”) are entering into that
certain Indemnification Agreement among the Developer, the GP and
Fannie Mae, as the initial Permitted Limited Partner (“Fannie
Mae”), to indemnify Fannie Mae with respect to certain financial
arrangements between Developer and Fannie Mae (“Indemnification
Agreement”). As a further inducement to Fannie Mae to invest in
this Project, the Agency agrees to make a loan to the Developer
upon the occurrence of the events and subject to the terms and
conditions described below.

(b) If (i) the Developer or the GP become obligated to make
payments to Fannie Mae pursuant to the Indemnification Agreement
due to a Deficiency Amount, as defined in the Indemnification
Agreement, and (il) GP certifies to the Agency that there has
been a breach of the representation and warranty of the GP in
Section 5.11(qg) of the Partnership Agreement, then, to the extent
such payments are attributable to the events giving rise to such
breach, Agency agrees to loan to the Developer, in one or more
advances, an amount equal to the lesser of (i) the amount of such
payments (or GP’s obligation to make such payments); or (ii) four

hundred and fifty thousand dollars ($450,000) (the “Feasibility
Loan”); provided, however, that the principal amount of the
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Feasibility Loan advanced and outstanding at any time éhall not
exceed the sum of Annual Rent paid through the date of any such
advance.

{c) Prior to requesting an advance pursuant to the
Feasibility Loan, in addition to the certification Qescribed in
subsection (b) (ii) above, the GP must provide written notice to
the Agency setting forth (i) the total payment due to Fannie Mae,
(ii) the amouﬁt of such advance requested, and (iii) the facts
and circumstances giving rise to such obligation in sufficient
detail to permit the Agency to confirm such émounts; and during
the prior calendar year (or portion thereof following the date on
whicﬁ such Deficiency Amount became due) the GP must have used
all net cash flow paid to (x) the GP for partnership management
fees and/or (y) repayment of loans to GP, to pay such amounts to |
Fannie Mae (“Priority Payments”). The Agency shall be entitled
to receive such accounting information and records as are-
reasonably necessary to confirm that such Priority Payments have
been made.

{(d) The Agency will advance proceeds of the Feasibility
Loan to the Developer {or to Fannie Mae or its successor as
limited partner directly, which amounts shall be deemed advances
to the Developer) within sixty (60) days of receipt of the
written notice required by subsection (c) above. The commitment

to make advances under the Feasibility Loan will terminate on the
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18th anniversary of thé date of this Ground Lease.

(e) The Feasibility Loan will be subject in every respect
to the rights of the Secretary of HUD and the FHA-insured loan,
will be due and payable to the Agency after the FHA-insured loan
has been paid in full or otherwise satisfied, may be prepaid at
any time without penalty or premium and will accrue simple
interest at the rate of three percent (3%) per annum, until paid.

(f} ARgency, Developer and GP agree that any notices,
certifications or other instruments required of GP under this
Section 26.07 may be given by Fannie Mae (or its successor as
limited partner), with notice to GP, in which event GP will have
ten (10) days after such notice to GP to give written notice to
the Agency that it disputes any claim made by Fannie Mae.
Provided that the Agency has not received such notice of a
dispute within the ten (10) day period, the Agency will be
entitled to rely conclusively upon the notice, certification or
other instrument given by Fannie Mae, and any amounts advanced as
a result thereof will be deemed advances pursuant to the
Feasibility Loan to Developer.

(g) Advances under the Feasibility Loan may be used only to
make payments to Fannie Mae (or its successor) in accordance with
the terms of this Section 26.07, and the Agency will be entitled
to direct such payments in a manner which the Agency reasonably

requires to ensure proper application of such payments. In the
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event that the GP has given the notice called for in (£f) above of
a dispute pursuant to the Indemnification Agreement over the
amount of payménts due from the Devéloper and/or GP to Fannie
Mae, the Agency will be entitled to deposit any required
Feasibility Loan advances to such third-party escrow hdlder as
the parties direct or, in the absence of such direction, as the

Agency may select.

ARTICLE 27: RIGHTS OF TﬁE SECRETARY OF THE U.S. DEPARTMENT OF

HOUSING AND URBAN DEVELOPMENT

Notwithstanding any other provisions of this Ground Lease,
if and so long as this leasehold is subject to a mortgage
insured, reinsured, or held by the Secretary of the United States
Department of Housing and Urban Development ("the Secretary") (or
given to the Secretary in connection with a resale, or the
demised premises are acquired and held by him because of a
default under said mortgage:
1. The Developer is authorized to obtain a loan, the

repaymeht of which is to be insured by the Secretary

and secured by a mortgage of this leasehold estate,.

Developer is further authorized to execute a mortgage

on this leasehold and otherwise to comply with the

requirements of the Secretary for obtaining such an

insured mortgage loan.
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2. The Secretary, or his successors in office, shall have
the option, in the event that he or his successor in
office, through the operation of his contract of
mortgage insurance, shall acquire title to the
leasehold interest, to purchase good and marketable fee
title to the demised premises, free of all liens and
encumprances except such as may be waived or accepted
by him or his successor in office, within twelve (12)
months after so acquiring the leasehold interest, for
the sum of [[the then fair market value of the Site or
$1.3 million, whichever is greater]], payable in cash,
or by Tréasury check, provided all rents are paid to
date of transfer of title, upon first giving sixty (60)
days’ written notice to the Landlord or other person or
corporation who may then be the owner of the fee, and
the owner of the fee shall thereupon execute and
deliver to the Secretary, or his successor in office, a
deed of conveyance to the said demised premises,
containing a covenant againét the grantor’s acts, but
excepting therefrom such acts of the Developer and
those claiming by, through or under the Developer of
the leasehold interest. Nothing in this option shall
require the Agency to pay any taxes or éSSessments

which were due and payable by the Developer.
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3. If approved by the Secretary, Developer may assign,

| transfer or sell its interest in the demised premises.

4. (a) Insurance policies shall be in an
amount, and in such company or companies and
in such form, and against such risks and
hazards, as shall be apprbved by such
mortgagee and/or the Secretary.

(b} The Agency shall not take out separate
insurance concurrent in form or contributing
in the event of loss with that specifically
required to be furnished by the Developer to
the mortgagee. The Agency, may at its own
expense, however, take out separate insurance
which is not concurrent in form or not
contributing in the eveﬁt of loss with that
specifically required to be furnished by the
Developer.

5. {a) If all or any part of the demised
premises shall be taken by condemnation that
portion of any award attributable to the
improvements or damage to the improvemenfs
shall be paid to the mortgagee or otherwise
disposed of as may be provided in the insuréd

mortgage. Any portion of the award
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attributable solely to the taking of land
shall be paid to the Agency. After the date
of taking the annual ground rent shall be
reduced ratably by the proportion which the
award paid to the Agency bears to the total
value of the land as established by the
amount the Secretary would be required to pay
upon acquisition of the fee as set out in
paragraph 2 of this article.

(b) In the event.of a negotiated sale of all or a
portion of demised premises in lieu of
condemnation, the proceeds shall be
distributed and ground rents reduced as
provided in cases of condemnation, but the
approval of the Secretary and the mortgagee
shall be required as to the amount and
division of the payment to be received.

6. The Agency agrees that, within ten (10) days after
receipt of written request from Developer, it will join
in any and all applications for permits, licenses ox
other authorizations fequired by any governmental or
other body claiming jurisdiction in connection with any
work which the Developer may do hereunder, and will

also join in any grants for easements for electric,
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telephone, gas, water, sewer and such othér public

utilities and facilities as may be reasonably necessary’

in the operation of the demised premises or of any
improvements that may be erected thereon; and if, at
the expiration of such ten (10) days’ period, the
Agency shall not have joined in any such application,

or grants for easements, the Developer shall have the

right to execute such application or grants in the name

of the Agency, and for that purpose, the Agency hereby
irrevocably appoints the Developer as its Attotney—in—

fact to execute such papers on behalf of the Agency.

Nothing in this Ground Lease contained shall require

the Developer to pay any franchise, estate,

‘inheritance, succession, capital levy or transfer tax

of the Agency, or any income, excess profits or revenue
tax, or any other éax, assessment, charge or levy upon
the rent payable by the Developer under this Ground
Lease.

Upon any default under this Ground lLease which authoriz
the cancellation thereof by the Agency, the Agency shal

give notice to the mortgagee and the Secretary, and the

es

1

mortgagee and the Secretary, their successors and assigns,

shall have the right within any time within six (6) mon

from the date of such notice to correct the default and
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reinstate the Ground Lease unless the Agency has first
terminated the Ground Lease as provided herein.

At any time after two {2} months from the date a notice
of default is given to the mortgagee and the Secretary,
the Agency may elect to terminate the Ground Lease and
acquire possession 0f the demised premises. Upon
acquiring possession of the demised premises Agency
shall'notify Secretary and mortgagee. Mortgagee and
Secretary shall have six (6} months from the date of
such notice of acquisition to elect to take a new
Ground Lease on the demised premises. Such new Ground
Lease shall have a term equal to the unexpired portion
of the term of this Ground Lease and shall be on the
same terms and conditions as contained in this Ground
Lease, except that the_mortgagee's and the Secretary’s
liability for ground rent shall not extend beyond their
occupancy under such Ground Lease. The Agency shall
tender such new Ground Lease to the mortgagee or
Secretary within thirty (30) days after a request for
such Ground-Lease and shall deliver possession of the
demised premises immediately upon execution of the new
Ground Lease. Upon executing a new Ground Lease the
mortgageé or Secretary shall pay to the Agency any

unpaid ground rentals due or that would have become due
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10.

11.

under this Ground Lease to the date of the execution of
the new Ground Lease, including any taxes which were
liens on demised premises and which were paid by the
Agency, less any net rentals or other income which the
Agency may have received on account of this property
since the date of default under this Ground Lease.

All notices, demands and requests which are required to
be given by the Agency, the Developer, Fannie Mae,. the
mortgagee or the Secretary shall be in writing and
shall be sent by registered or certified mail, postage
prepaid, and addressed to the address of the party as
given in this instrument unless a request for a change
in this address has been sent to the party giving the
notice by registered or certified mail prior to the
time when such notice is given.

This Ground Lease shall not be modified without the
consent of the Secretary.

The Agency shall cooperate in including in this Ground
Lease, by suitable amendment from time to time, any
provision reasonably requested by a mortgagee for the
purpose of implementing the mortgagee~protection |
provisions contained in this Ground Lease and allowing
HUD or such mortgagee reasonable means to protect or

preserve the lien of the Leasehold'Mortgage and the
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value of its security. The Agency agrees to execute
and deliver (and to acknowledge, i1f necessary, for
recording purposes) any agreement necessary to effect
any such amendment; provided, however, that any such
amendment shall not in any way affect the lease term or

rent under this Ground Lease.

ARTICLE 28: CONDEMN N
28.01 Parties' Rights and Obligations to be Governed by

Agreement

If, during the term of thils Ground Lease, there is any
condemnation of all or any part of the site or any interest in
the Leasehold Estate is taken by condemnation, the rights and
obligations of the parties shall be determined pursuant to this
Article 28, subject to the rights of any Lender, including, but
not limited to, the rights of the Secretary as set forth in
Article 27 and any HUD loan documents.

28.02 Total Taking

If the Site is totally taken by condemnation, this Ground
Lease shall terminate on the date the condemnor has the right to
possession of the Site.

28.03 Partial Taking

If any portion of the Site is taken by condemnation, this
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Ground Lease shall remain in effect, except that Developer may
elect to terminate this Ground Lease if, in Developer’'s
reasonable judgment, the remaining portion of the Improvements
are rendered unsuitable for Developer's continued use of the.
Site. If Developer elects to terminate this Ground Lease,
Developer must exercise its right to terminate pursuant to this
paragraph by giving notice to the Agency within thirty (30) days
aftErrthe Agency notifies Developer of the nature and the extent
of the taking. If Developer elects to terminate this Ground
Lease as providéd in this Article 28.03, Developer also shall
notify the Agency of the date of termination, which date shall
not be earlier than thirty (30) days nor later than six (6)
months after Developer has notified the Agency of its election to .
terminate; except that this Ground Lease shall terminate on the
date the condemnor‘has the right to possession of the Site if
"such date falls on a date before the date of termination as
designated by Developer. If Developer does not terminate this
Ground Lease within such thirty (30) day notice period, this
Ground Lease shall continue in full force and effect.

28.04 Effect on Rent

If any portion of the Improvements is taken by condemnation
or threat of condemnation and this Ground Lease remains in full
force and effect, then on the date of taking the rent shall be

reduced by an amount that is in the same ratio to the rent as the
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value of the area of the portion of the Improvements taken bears
to the total value of the Improvements immediately before the
date of the taking.

28.05 Restoration of Improvements

If there 1s a partial taking of the Improvements and thié
Ground Lease remains in full force and effect pursuant to Article
28.03, Developer may use the proceeds of the taking to accomplish
all necessary restoration to the Improvements.

28.06 Award and Distribution

Any compensation awarded, paid or received on a total or
partial condemnation of the Site or threat of condemnation of the
Site shall belong to and be distributed in the following order:

(a) First, to pay the balance due on any outstanding
Leasehold Mortgages to the extent provided therein;

{(b) Second, to the Developer in and amount equal to the
actual equity invested by the partners in the partnership;

(c) Third, the balance to the Agency.

28.07 Payment to lLendexrs

In tﬁe event the Improvements are subject to the lien of a
Leasehold Mortgage on the date when any compensation resulting
from a condemnation or threatened condemnation is to be paid to
Developer, such award shall be disposed of as provided in the
Lender's loan documents; subject, however, to any requi:ementé
(1) arising in connection with financing insured by the Federal
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Housing Administration or (ii) otherwise imposed by HUD.

ARTICLE 29: ESTOPPEL CERTIFICATE

The Agenéy or Developer, as the case may be, shall execute,
acknowledge and deliver to the other and/ér(to Lender and/or
Fannie Mae, promptly upon request, its certifiCage certifying (a)
that this Gfound Lease is unmodified and in full force and éffect
.(or, if there have been modifications, that this Ground Lease is
in full force and effect, as modified, and stating the
" modifications), (b) the dates, if any, to which rent has been
paid, (c) whether there are then existing any charges, offsets or
defenses against the enforcement by the Agency or Developer to be
performed or observed and, if so, specifying the same, and (d)
whether there are then existing any defaults by Developer or the
Agency in the performance or observance by Developer or the
Agency of an agreement, covenant or condition hereof on the part
of Developer or the Agéncy to be performed or observed and
whether any notice has been given to Developer or the Agency of
any default which has not been cured and, if so, specifyihg the

same.

ARTICLE 30: QUITCLAIM
Upon expiration or sooner termination of this Ground Lease,

Developer shall surrender the applicable portions of the Site to
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the Agency and, at the Agency's request, shall execute,
acknowledge, and deliver to the Agency a good and sufficient
quitclaim deed with respect to any interest of Developer in the

same portions of the Site.

ARTICLE 31: EQUAL OPPORTUNTITY

Developer agrees to comply with all of the Equal Opportunity

and related reguirements attached hereto as Attachment "7".

ARTICLE 32: CERTIFICATE AND BUSINESS PREFERENCE PROGRAM
Developer agrees to comply with the requirements of the
Agency's Certificate and Business Preference Program as set forth

on Attachment "6" attached hereto.

ARTICLE 33: AGENCY LABOR STANDARDS PROVISIONS
Developer agrees to comply with the requirements of the
Agency's Labor Standards Provisions as set forth on Attachment

"g" attached hereto.

ARTICLE 34: ONFLICT OF INTEREST
No commissioner, official, or employee of the Agency shall
have any personal or financial interest, direct or indirect, in

this Ground Lease, nor shall any such commissioner, official, or
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employee participate in any decision relating to this Ground
Lease which affects his or her personal interests or the
interests of any corporation, partnership, or association in

which he or she is directly or indirectly interested.

ARTICLE 35: NO PERSONAL LIABILITY

No commissioner, official, or employee of the Agency shall
be personally liable to Developer or any successor in interest in
the event of any default or breach by the Agency or for any
amount which may become dﬁe to Developer or its successors or on

any obligations under the terms of this Ground Lease.

ARTICILE 36: ENERGY CONSERVATION

Developer agrees that it will use its best efforts to
maximize provision of, and incorporation of, both energy
conservation techniques and systems and improved waste-handling
methodology in the design of the Improvements to be constructed

pursuant to this Ground Lease.

ARTICLE 37: WAIVER

The wailver by the Agency or Developer of any term, covenant,
agreement or condition herein contained shall not be deemed to be

a waiver of any subsequent breach of the same or any other term,
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covenant, agreemént or condition herein contained, nor shall any
custom or practice which may grow up between the parties in the
administration of the terms hereof be construed to waive or to
lessen the right of the Agency or Developer, to insist upon the
performance by the other -in striét accordance with the said
terms. The subsequent acceptance of rent or any other sum of
money hereunder by the Agency shall not be deemed to be a waiver
of any preceding breach by Developer of any term, covenant,
agreement or condition of this Ground Lease, other than the
failure of Developer to pay the particular rent or other sum so
accepted, regardless of the Agency's knowledge of such preceding

breach at the time of acceptance of such rent or other sum.

ARTICLE 38: DEVELOPER RECORDS

Upon reasonable notice during normal business hours, and as
often as the Agency may deem necessary, there shall be made
available to the Agency and its authorized representatives for
examination all records, reports, data and information made or
kept by Developer regarding its activities or operations on the
Site. Nothing contained herein shall entitle the Agency to
inspect personal histories of residents or lists of donors or
supporters. To the extent that it is permitted by law to do so,
the Agency will respect the confidentiality requirements of

Developer in regard to the lists furnished by Developer pursuant
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to Article 7 hereof, of thevnames of occupants of the residential

portion of the Site.

ARTICLE 39: NOTICES AND CONSENTS

Subject to Article 27, Section 9, all notices, demands,
consents or approvals which may be or are required to be given by
either party to the other hereunder shall be in writing and shall
be deemed to have been fully given when delivered in person to
such representatives of Developer and the Agency as shall from
time to time be designated by the parties for the receipt of
notices, or when deposited in the United States mail, certified,
postage prepaid, or by express delivery service with a delivery

receipt and addressed

if to Developer at: Laurel Gardens of Bethel A.M.E.
Church, Inc.
c/o Bethel A.M.E. Church
816 Laguna Street
San Francisco, CA 94115

with a copy to: Fannie Mae
c/o Multifamily Equity Investments
3900 Wisconsin Avenue
Washington, D.C, 20016
Attn: Wendell Johns

if to the Agency at: San Francisco Redevelopment Agency
770 Golden Gate Avenue

San Francisco, California 94102
Attn: Executive Di;ector

or to such other address with respect to either party as that
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party may from time to time designate by notice to the other
given pursuant to the provisions of this Article 39. Any notice
given pursuant to this Article 39 shall be effective on the date
of delivery or the date delivery is refused as shown on the

delivery receipt.

ARTICLE 40: COMPLETE AGREEMENT

There are no oral agreements between Developer and the
Agency affecting this Ground Lease, and this Ground Lease
supersedes and cancels any and all previous negotiations,
arrangements, agreements and understandings between Developer

and the Agency with respect to the Lease of the Site.

ARTICLE 41: HEADINGS
Any titles of the several parts and sections of this Ground
Lease are inserted for convenience of reference only and shall be

disregarded in construing or interpreting any of its provisions.

“Paragraph'" and "section" may be used interchangeably.

ARTICLE 42: SUCCESSORS AND ASSIGNS

This Ground Lease shall be binding upon and inure to the
benefit of the successors and assigns of the Agency and Developer
and where the term "Developer" or "Agency" is used in this Ground
Lease, it shall mean and include their respective successors and

n\g\h\laurelgl.dr6 Page 80



assigns; provided., however, that the Agency shall have no

obligation under this Ground Lease to, nor shall any benefit of
this Ground Lease accrue to, any unapproved successor or assign
of Developer where Agency approval of a successor or assign is

required by this Ground Lease.

ARTICLE 43: TIME

Time is of the essence in the enforcement of the terms and

conditions of this Ground Lease.

ARTICLE 44: PARTIAL INVALIDITY

If any provisions of this Ground Lease shall be determined
to be illegal or unenforceable, such determination shall not
affect any other provision of this Ground Lease and all such

other provisions shall remain in full force and effect.

ARTICLE 45: APPLICABLE LAW
This Ground Lease shall be governed by and construed

pursuant to the laws of the State of California.

ARTICLE 46: ATTORNEYS’ FEES
If either of the parties hereto commences a lawsuit to

enforce any of the terms of this Ground Lease, the prevailing
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party will have the right to recover its reasonable attorneys’
fees and costs of suit, including fees and costs on appeal, from

the other party.

ARTICLE 47: EXECUTION IN COUNTERPARTS

This Ground Lease and any memorandum hereof may be executed
in counterparts, each of which shall be considered an original,

and all of which shall constitute one and the same instrument.

ARTICLE 48: RECORDATION OF MEMORANDUM OF GROUND LEASE

This Ground Lease shall not be recorded, but a memorandum of
this Ground Lease shall bhe recorded. The parties shall execute
the memorandum in form and substance as required by a title
insurance company insuring Developer's leasehold estate or the
interest of any Leasehold Mortgagee, and sufficient to give
constructive notice of the Ground Lease to subsequent purchasers

and mortgagees.

ARTICLE 49: TIERMINATIO F_EXISTING LDA

The execution and delivery of this Ground Lease will operate
to terminate that certain Agreement for Disposition of Land for
Low-to-Moderate Priced Private Housing .Development, dated as of

November 19, 1976, between Agency and Laurel Gardens, Ltd., a
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California limited partnership, and recorded as Document No.
46409 at Liber C268, Page 478, and the covenants, conditions and
restrictions contained in such Agreement shall be of no further

force and effect from and after the effective date of this Ground

" Lease.

11117
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IN WITNESS WHEREOF, the Developer and the Agency have
executed this Ground Lease as of the day and year first above
written.

Developer as Tenant:

Laurel Gardens of Bethel A.M.E. Church, L.P., a
California limited partnership

By Laurel Gardens of Bethel A.M.E. Church, Inc.,
a California corporation, its genzral partner

By

Edgar E. Boyd
Its President

Agency as Landloxrd:

Redevelopment Agency of the City and County of San
Francisco, a public body, corporate and politic

By /

Richard T. Kono ‘
Its Senior Deputy Executive Director

Approved As To Form:

PR
i,

By . Moo

«+ David M. Madway
. General Counsel

Authorized by Agency Resolution No. 204-98, adopted
October 6, 1998, and Board of Supervisors Resolution No. 981559,
adopted October 13, 1998,
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STATE OF CALIFORNIA }
_ }ss.
COUNTY OF SAN FRANCISCO }

On October 14, 1998 , before me, Gwenevere P. Sebay, Notary Public,
personally appeared Richard T. Kono , personally known to me (or proved to
me on the basis of satisfactory evidence) to be the person whose name is subscribed to the
within instrument and acknowledged to me that he executed the same in his authorized
capacity, and that by his signature on the instrument the person, or the entity upon behalf
of which the person acted, executed the instrument.

GWENEVERE P, SEBAY

Commission # 1191339 1
Notary Public - Califommia €
3 fan Francisco County
My Comm, Expires Jul 26, 2002

WITNESS my hand and official seal

Signature ] R

OPTIONAL
Description of Attached Document  (Laurel Gardens — 1555 Turk Street)

Title or Type of Document: _ Laurel Gardens Ground Lease

Document Date; October 14, 1998 Number of Pages: 84

Signer(s) Other Than Named Above: _Edgar E. Boyd, President — Laurel Gardens. Bethel
AME, Church, Inc.

Capacity(ies) Claimed by Signer(s)

Signer’s Name; _Richard T. Kono Signer’s Name;

Title: Senior Deputy Executive Director Title:

Signer is Representing: Right Thurmb Signer Is Representing: Right Thumb
Print Print

S.FR.A SFRA.




IN WITNESS WHEREOF, the Developer and the Agency have

executed this Ground Lease as of the day and year first above
written.

Developer as Tenant:

Laurel Gardens cf Bethel A.M.E. Church, L.P., a
California limited partnership

By Laurel Gardens of Bethel A,M.E. Church, Inc.,
a California corporation, its general partner

e I M‘“'-;' i {'/ '
by T e Sl

Edgar E. Boyd.. -
,Its President

Agency as Landlord: ./

Redevelopment Agency of the City and County of San
Francisco, a public body, corporate and politic

By

Richard T. Konc
Its Senior Deputy Executive Director

Approved As To Form:

By

Pavid M. Madway
General Counsel

Authorized by Agency Resolution No. 204-98, adopted
October 6, 1998, and Board of SuperVLSors Resolutlon No. 981559,
adopted October 13, 1998.
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Attachment 2

LEGAL DESCRIPTION

LAUREL GARDENS -- 1555 TURK STREET

The land is situated in the State of California, City and County of San Francisco, and is
described as follows:

BEGINNING at the point of intersection of the Southerly line of Turk Street, and the Westerly
line of Steiner Street; running thence Southerly along said Westerly line of Steiner Street 192
feet and 6 inches to a point distant thereon 82 feet and 6 inches Northerly from the Northerly line
of Golden Gate Avenue; thence at a right angle Westerly 137 feet and 6 inches; thence at a right
angle Northerly 55 feet; thence at a right angle Westerly 275 feet to the Easterly line of Pierce
Street; thence at a right angle Northerly along said Easterly line of Pierce Street 137 feet and 6
inches to the Southerly line of Turk Street; thence at a right angle Easterly along said Southerly
line of Turk Street 412 feet and 6 inches to the point of beginning. '

BEING a portion of Western Addition Block No. 382.

Assessor’s Parcel Number: Block 754, Lot 28
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ATTACHMENT 3

{not used)



ATTACHMENT 4

Agency shall hold a public hearing and consider
authorizing the execution of this Agreement
and deliver the Agreement to the Developer.

Opening of Escrow. Developer shall open

escrow with a title company reasonably
acceptable to the Agency.

u - ua T
Developer shall submit for Agency review and
approval its Equal Opportunity Program with
respect to construction, design and professional
services.

val - ,
Agency shall approve or disapprove the
Developer’s Program  with respect to
construction, design and professional services.

Submission - Evidence of Financing. Developer
shall submit its evidence of equity capital and
mortgage financing to fund the Preliminary

Budget to the Agency for approval.

Approval - Evidence of Financing. Agency shall

approve or disapprove the Developer’s evidence
of equity capital and mortgage financing to fund
the Preliminary Budger.

n\p\wa\lgschprf.002

Within thirty (30) days after the execution of
this Agreement by the Developer and delivery to
the Agency, subject to Agency Commission
Approval. '

Within thirty (30) days after execution of this
Agreement by the Agency.

No later than fifteen (15) days prior to
Conveyance of the Site.

On or before Conveyance of the Site,

At least fifteen (15) days prior to Conveyance of
the Site. '

On or before Conveyance of the Site.

1555 Turk Street, Western Addition A-2
Attachment 4
Page ] of 2



Close_of Escrow/Conveyance of Site. The

Agency shall execute and deliver the Lease for
the Site to the Developer and Developer shall
accept conveyance of the Site,

Developer shall prepare and submit Final
Construction Documents to the Agency for
approval.

roval - Fi ructi ments.
Agency shall approve or disapprove the Final
Construction Documents.

Submirtal of Final Budget  (based on Final

Construction Documents). Developer shall
submit Final Budget to Agency for approval.

Commencement _of  Construction.  The

Developer will commence rehabilitation of the
improvements on the Site.

leti ion. Developer shall
complete the rehabiliation of the Improvements
on the Site.

n\p\wailgschprf.002

After Developer performance, to the satisfaction
of the Agency, of all conditions of Conveyance,
but in no event later than October 20, 1998,

By October 20, 1998,

At the time of approval of the Building or Site
Permit Application (and all addenda) by the
Agency.

At least thirty (30) prior to Commencement of
Construction.

After Developer performance, to the satisfaction
of the Agency, of all conditions of the Ground
Lease, but in no event later than January 1, 1999.

By December 31, 1999.

1555 Turk Street, Western Addition A-2
Attachment 4
Page 2 of 2
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ATTACHMENT 6
CERTIFICATE AND BUSINESS PREFERENCE PROGRAM

OPERATIONAL RULES FOR
CERTIFICATE HOLDERS’ PRIORITY

Subject to applicable HUD requirements, the Developer hereby agrees that
preference for vacant units will be given to persons displaced or to be displaced from
their homes by Agency redevelopment activities and who have been issued Certificates of

Preference (“Certificate Holders™); provided, however, that Developer shall not be

required to hold any units vacant if Certificate Holders are not available to occupy or
have not made application to occupy the available units. Final acceptance or rejection of
Certificate Holders lies with the Developer. The Developer shall notify the Agency in
writing of the reason for rejection. In order to implement this Attachment 6:
A.  The Agéncy agrees to furnish the following:
1. Written and/or printed notices to Certificate Holders advising them
that such units will soon be available;
2. Assistance to Certificate Holders in filing applications; énd
B. The Developer agrees to the following:
1. To supply the Agency within thirty (30) days after the date of this
Agreement with the information listed below. This information shall
not be changed without providing the Agency with ten (10) days
written notice. ‘
a. A master unit list with the following information:
(1) Unit number;
(2)  Number of bedrooms and baths;
(3)  Square footage; and
(4)  Initial rent to be charged.
b. Estimated itemized cost of utilities and services to be paid by tenant by
unit size.
¢. Detailed description of Developer’s rules for tenants, which must

include!



&\.)

(1)  Policy of occupants per dwelling unit in regard to minimum
and maximum.
(2)  PetPolicy
(3)  Selection process: All selection criteria and the relative
weight to be given to each criterion indicated. The Agency
shall approve or disapprove the selection process criteria
within ten (10) working days after submission thereof to
the Agency. If Agency fails to approve or disapprove the
selection process criteria within such 10 days, the criteria
shall be deemed disapproved.
(4)  Amount of security deposit and all other fees, as well as
refund policy régarding same.
(5)  Occupancy requirements must be described in full and
found reasonable by the Agerncy.
(6)  Duration of rental agreement or lease.
(7)  Copy of rental agreement or lease.
d. Amount of charge for processing applications, if any.
e. Description of application process and length of time needed by
Developer.
f. Copy of rental application and copy of all forms to be used for income
verification.
g- Periodic notification to the Agency of the Developer's office hours for
accepting applications.
The Developer further agrees that some applicants who apply directly to
the Developer may be entitled to preference for vacant units because of
previous displacement. The Developer will, therefore, ask the following
question on all applications for occupancy: “Have you been displaced or
do you expect to be displaced by the San Francisco Redevelopment
Agency?”
If the applicant answers affirmatively, the address from which

displacement occurred is required. Copies of all applications indicating



that such displacement either has taken place or will take place must be

forwarded to the Agency within five (§) working days of receipt of such

application by the Developer. It is agreed that information received on the

application will be considered confidential. The Agency will, in turn,

determine within ten (10) working days which such applicants are then

qualified or will qualify as Certificate Holders and will promptly notify

Developer of its determination. If Agency fails to notify Developer

whether such applicant is qualiiied or not within such 10-day period, the

Developer may treat applicant as if such applicant were not qualified.

1.

19

If material supplied in any application by a Certificate Holder
indicates ineligibility on its face because of the Developer’s rules
and regulatiéns, such applicant will be notified within one week
after such determination is made, with a copy to the Agency. If
ineligibility can be determined only after a follow-up investigation,
the applicant will be notified within one week after such
determination is made, with a copy to the Agency. These
applications will also appear on the status report.
Within ten (10) working days after execution of a lease, the
Developer will supply the Agency with the following for all
Certificate Holder tenants:
(2) Signed copy of lease;
(b)  Copy of complete application; and
() Copies of all verification forms used to ascertain income
eligibility.
Applicants who are Certificate Holders who have been accepted
and notified by the Developer will have five (5) working days
thereafter to accept or reject a unit. If the Certificate Holder fails
to affirmatively respond, the unit will be deemed rejected and the
application may be closed. Rejection of the unit by a Certificate
Holder must be shown on the current status report.

Units may be offered to non-Certificate Holders at any time as



long as the current status report shows that there are sufficient
units available to satisfy applications from Certificate Holders for

units of appropriate size in any state of processing.

The Developer agrees that any contract entered into for the management
of the residential portion of the project, shall be furnished to the Agency,
shall incorporate the provisions of this Attachment 6, and shall bind the
management agent to comply with its requirements.

The Developer agrees to notify the Agency as far as practical in advance
of vacancies which may occur. The Agency and the Developer agree to
follow the steps set forth in Section D above with respect to such units. In
the event no appropriate Certificate Holder can be found within five (5)
working days after receipt of notification by the Developer to the Agency
of availability of a unit, the Agency agrees that the Developer may lease

the unit to other than Certificate Holders.



ATTACHMENT 7

{see Attachment 5 of the Agency Loan Agreement)



BTTACHMENT 8

{(see Attachmeni 4 of the Agency Loan Agreement)
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SAN FRANCISCO
PLANNING DEPARTMENT

DATE:
TO:
FROM:

RE:

HEARING DATE:

Notice of Electronic Transmittal

Planning Department Report
Housing Balance Report No. 3
April 5, 2016

April 5, 2016
Angela Calvillo, Clerk of the Board of Supervisors

John Rahaim, Director — Planning Department (415) 558-6411
Teresa Ojeda, Planning Department (415) 558-6251

Housing Balance Report No. 3

None. Informational item

1650 Misslon 8t
Suite 400

San Franelsoo,
CA 94103-2479

Reception:
415.558.6378
Fax:
415.558.6408
Flaoning
Information:
4155686377

In compliance with San Francisco’s Administrative Code Section 8.12.5 “Electronic Distribution
of Multi-Page Documents,” the Planning Department has attached the Housing Balance Report in

digital format.

A hard copy of this document is available from the Clerk of the Board.

Additional hard copies may be requested by contacting Teresa Ojeda of the Planning
Department at 415-558-6251 or teresa.ojeda@sfgov.org.

Digital copies are also available on the Planning Departments web site from this link:
http://sf-planning.org/housing-balance-report .

Memo

[1CitywidelData ProductsIC&{ inventoryi2071 1| Transmittalslelectronic transmittal BOS.doc



AN FRANCISCO
LANNING DEPARTMENT

1CD

April b, 2016

Board of Supervisors
1 Dr Carlton B Goodlett Pl #244
San Francisco, CA 94102

Dear Honorable Members of the Board of Supervisors,

" We are pleased to publish the third installment of the City’s Housing Balance Report. This
report covers the ten-year period from 1 January 2006 through 31 December 2015.

The Housing Balance Report serves to monitor and report on the balance between new
market rate housing and new affordable housing production in order to inform the
approval process for new housing development. The Housing Balance is defined as the
proportion of all new affordable housing units to the total number of all new housing
units for a 10-year Housing Balance Period. New affordable housing production made up
25 percent of all new net housing units built in the reporting period.

The third Housing Balance Report states that the Housing Balance statistic is 18 percent.

1. 5,532 (new affordable units) + 1,536 (affordable units that have received
approvals) + 1,659 (acquisitions and rehabs) + 1,425 (RAD program) — 4,118 (units
lost) = 5,934

2. 22,531 (net new housing) + 11,140 (units that have received approvals) = 33,671

5,934/ 33,671 =17.6%

The previous Housing Balance (September 2015) was 15 percent.

An annual hearing on the Housing Balance before the Board of Supervisors has been
scheduled for April 18, 2016.

Sincerely,

John Rahaim
Director of Planning

www.sfplanning.org

1650 Misslon St.
Sulte 400
SanFrantiseo,

- CA 941032479

Reception:
415.558.6378

Fax:
415.556.6409
Planning

Information:
415.558.6377
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DATE: 31 March 2016 1650 Mission St.
: Suite 400
. . . s el San Francisco,
TO: City Planning Commission oA 941032479
FROM: John Rahaim Raception:
Director of Planning 415.558.6378
RE: HOUSING BALANCE REPORT No. 3 Fax:
415.558.6409
Planning
information:
415.558.6377
SUMMARY

This report is submitted in compliance with Ordinance No. 53-15 requiring the Planning
Department to monitor and report on the housing balance between new market rate and new
affordable housing production. One of the stated purposes of the Housing Balance is “to
ensure that data on meeting affordable housing targets City-wide and within neighborhoods
informs the approval process for new housing development.” This report is the third in the
series and covers the ten-year period from 1 January 2006 through 31 December 2015.

The “Housing Balance” is defined as the proportion of all new affordable housing units to the
total number of all new housing units for a 10-year “Housing Balance Period.” In addition, a
calculation of “Projected Housing Balance” which includes residential projects that have
received approvals from the Planning Commission or Planning Department but have not yet
received permits to commence construction will be included. '

The Citywide Cumulative Housing Balance for the 2006 Q1 - 2015 Q4 Housing Balance
Period is 18%, although this varies by districts. By comparison, 25% of net new housing
produced were affordable during the same time period. Distribution of the Cumulative
Housing Balance over the 11 Board of Supervisor Districts ranges from —181% (District 4) to
54% (District 5). This variation, especially with negative housing balances, is due to the larger
number of units permanently withdrawn from rent control protection relative to the number
of total net new units and net affordable units built in those districts.

The Projected Housing Balance Citywide is 15%. Three major development projects were
identified in the ordinance for exclusion in the projected housing balance calculations until site
permits are obtained. These three projects add up to 22,400 net units, with over 5,170 affordable
units and would increase the projected housing balance to 21% if included in the calculations.

It should be noted that this third Housing Balance Report adjusted the calculations to conform to
the ordinance’s specifications and intention. The Cumulative Housing Balance in the first Housing
Balance Report, for example, included planned RAD public housing unit replacements that have
yet to be completed. In addition, the calculations included an accounting of all no-fault eviction
notices and were not limited to eviction types that result in permanent removal of units from the

Memo



rental market as specified by the ordinance. (Revised tables for the previous housing balance
reporting periods are included-in Appendix A) .. ..

'BACKGROUND

On 21 April 2015, the Board of Supervisors passed Ordinance No. 53-15 amending the Planning
Code to include a new Section 103 requiring the Planning Department to monitor and report on
the Housing Balance between new market rate housing and new affordable housing production.
The Housing Balance Report will be submitted bi-annually by March 1 and September 1 of each
year and will also be published on a visible and accessible page on the Planning Department’s
website. Planning Code Section 103 also requires an annual hearing at the Board of Supervisors on
strategies for achieving and maintaining the required housing balance in accordance with the
City’s housing production goals. (See Appendix B for complete text of Ordinance No. 53-15.)

The stated purposes for the Housing Balance Monitoring and Reporting are: a) to maintain a
balance between new affordable and market rate housing Citywide and within neighborhoods; b)
to make housing available for all income levels and housing need types; ¢) to preserve the mixed-
income character of the City and its neighborhoods; d) to offset the withdrawal of existing
housing units from rent stabilization and the loss of single-room occupancy hotel units; e) to
ensure the availability of land and encourage the deployment of resources to provide sufficient
housing affordable to households of very low, low, and moderate incomes; f) to ensure adequate
housing for families, seniors and the disabled communities; g) to ensure that data on meeting

_affordable housing targets Citywide and within neighborhoods informs the approval process for
new housing development; and h) to enable pubhc participation in determmmg the appropriate
mix of new housing approvals.

Specifically, the Housing Balance Report will track performance toward meeting the goals set by
Proposition K and the City’s Housing Element. In November 2014, San Francisco's voters endorsed
Proposition K, which set a goal of 33% of all new housing units to be affordable. Housing
production targets in the City’s Housing Element, adopted in April 2015, includes 28,870 new
units built between 2015 and 2022, 57%! of which should be affordable. In addition, Mayor Ed
Lee set a goal of creating 30,000 new and rehabilitated homes by 2020; he pledged at least 30% of
these to be permanently affordable to low-income families as well as workmg, middle income
families.

‘This Housing Balance Report was prepared from data gathered from previously published sources
including the Planning Department’s annual Housing Inventory and quarterly Pipeline Report data,
San Francisco Rent Board data, and the Mayor’s Office of Housing and Community
Development’s Weekly Dashboard.

! The Ordinance inaccurately stated that “22% of new hotsing demands to be affordable to households of moderate
means”; San Francisco’s Regional Housing Needs Assessment (REINA) allocation for moderate income households
is 19% of total production goals.

S FRAnisco
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CUMULATIVE HOUSING BALANCE CALCULATION

DPlanning Code Section 103 calls for the Housing Balance “be expressed as a percentage, obtained
by dividing the cumulative total of extremely low, very low, low, and moderate income
affordable housing (all units 0-120% AMI) minus the lost protected units, by the total number of
net new housing units within the Housing Balance Period.” The ordinance requires that the
“Cumulative Housing Balance” be provided using two calculations: a) one consisting of net
housing built within a 10 year Housing Balance period, less units withdrawn from protected
status, plus net units in projects that have received both approvals from the Planning
Commission or Planning Department and site permits from the Department of Building
Inspection, and b) the addition of net units gained through acquisition and rehabilitation of
affordable units, HOPE SF and RAD units. “Protected units” include units that are subject to rent
control under the City’s Residential Rent Stabilization and Arbitration Ordinance. Additional
elements that figure into the Housing Balance include completed HOPE SF and RAD public
housing replacement, substantially rehabilitated units, and single-room occupancy hotel units
(SROs). The equation below shows the second, expanded calculation of the Cumulative Housing
Balance.

[Net New Affordable Housing +
Completed Acquisitions & Rehabs + Completed
HOPE SF + RAD Public Housing Replacement +

Entitled & Permitted Affordable Units] CUMULATIVE
— [Units Removed from Protected Status] HOUSING

= BALANCE
[Net New Housing Built + Net Entitled & Permitted Units] '

The first “Housing Balance Period” is a ten-year period starting with the first quarter of 2005
through the last quarter of 2014. Subsequent housing balance reports will cover the 10 years
preceding the most recent quarter. This report covers January 2006 (Q1) through December 2015
(Q4). -

Table 1a below shows the constrained Cumulative Housing Balance for 10 year 2006 Q1 2015
Q4 period is 9% Citywide. With the addition of completed acquisitions and rehabs and RAD
units, the expanded Cumulative Housing Balance is 18%. In comparison, the expanded
Cumulative Housing Balance for 10 year 2005 Q1 — 2014 Q4 period is 16%. Owner Move-Ins were
not specifically called out by the Ordinance in the calculation of the Housing Balance but are
included here because this type of no-fault eviction results in the loss of rent controlled units
either permanently or for a period of time.

w
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March 17, 2016

Al Reynolds, Agent

Laurel Gardens of Bethel AME Church, LP
2934 Telegraph Avenue

Oakland, CA 94609

RE: Multi-Family Ground Lease
1555 Turk Street
San Francisco, California 94115

Colliers File #: CV150253

Mr. Reynolds:

This appraisal report satisfies the scope of work and requirements agreed upon by Laurel Gardens of Bethel
AME Church, LP and Colliers International Valuation & Advisory Services. The date of this report is March 17,
2016. This appraisal is presented in an Appraisal Report format as defined by USPAP Standards Rule 2-2(a).
My appraisal format provides a summary description of the appraisal process, subject and market data and
valuation analyses. :

The purpose of this appraisal is to develop an opinion of the As-Is Market Value of the subject property’s
leased fee interest. The following table conveys the final opinion of market value of the subject property that is
developed within this appraisal report:

As-Is Market Value (As Restricted) Leased Fee December 29, 2015 $9,500,000

The subject is a 1.47-acre site at 1555 Turk Street in San Francisco, California. The subject's deed is restricted
for affordable housing use only. Therefore this is a value in use analysis where the highest and best use is the
current use, whether as vacant or as improved. Although briefly described herein, the improvements are
excluded from the valuation as this is an analysis of the land value only.

Our opinion of value reflects current conditions and the likely actions of market participants as of the date of
value. It is based on the available information gathered and provided to us, as presented in this report, and

Calliers intemnational Valuation & Advisory Services, and certain of its subsidiaries, is an independently owned and operated business and a member firm of Colliers Intemational
Property Consultants, an affiliation of independent companies with over 500+ offices throughout more than 63 countries worldwide. :
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does not predict future performance. Changing market or property conditions can and likely will have an effect
on the subject's value.

The analyses, opinions and conclusions communicated within this appraisal report were developed based
upon the requirements and guidelines of the current Uniform Standards of Professional Appraisal Practice
(USPAP), the requirements of the Code of Professional Ethics and the Standards of Professional Appraisal
Practice of the Appraisal Institute. The report is intended to conform to the Financial Institutions Reform,
Recovery and Enforcement Act (FIRREA) standards and the appraisal guidelines of Laurel Gardens of Bethel
AME Church, LP. :

The report, in its entirety, including all assumptions and limiting conditions, is an integral part of, and
inseparable from, this letter. USPAP defines an Extraordinary Assumption as, “an assumption, directly related
to a specific assignment, as of the effective date of the assignment results, which, if found to be false, could
alter the appraiser’s opinions or conclusions”. USPAP defines a Hypothetical Condition as, “that which is
contrary to what is known by the appraiser to exist on the effective date of the assignment results, but is used
for the purpose of analysis”. ‘

The Extraordinary Assumptions and/or Hypothetical Conditions that were made during the appraisal process to
arrive at my opinion of value are fully discussed below. | advise the client to consider these issues carefully
given the intended use of this appraisal, as their use might have affected the assignment results.

EXTRAORDINARY ASSUMPTIONS

No Extraordinary Assumption was made for this assignment.
HYPOTHETICAL CONDITIONS

No Hypothetical Conditions were made for this assignment.

The signature below indicates my assurance to the client that the development process and extent of analysis
for this assignment adhere to the scope requirements and intended use of the appraisal. If you have any
specific questions or concerns regarding the attached appraisal report, or if Colliers International Valuation &
Advisory Services can be of additional assistance, please contact the individuals listed below.

Sincerely,

COLLIERS INTERNATIONAL
VALUATION & ADVISORY SERVICES

f«f?,«:\i\f‘ o B
{:ﬁwf’%ﬂﬁikﬂ
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Phil Sarazen

Senior Valuation Specialist

Certified General Real Estate Appraiser
State of California License #AG003244

+1 559 256 0156

phil.sarazen@colliers.com
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Property Name
Property Type
Address

City

State

Zip Code

County

Core Based Statistical Area (CBSA)
Market

Submarket
Latitude

Longitude

Number Of Parcels
Assessor Parcel

Land Area
Usable
Unusable
Excess
Surplus
Total

Topography

Shape

Access

Exposure

Current Zoning

Seismic Zon

Multi-Family Ground Lease
Land - Multi-Family Land
1555 Turk Street

San Francisco

California

94115

San Francisco

San Francisco-Oakland-Fremont, CA
San Francisco

Haight Ashbury

37.779991

-122.434449

1

0754-028

Acres Square Feet
1.47 64,046
0.00 0
0.00 0
0.00 \ 0
1.47 64,046
Level at street grade

L-Shaped

Average/Good

Average/Good

Residential Mixed Medium Density (RM)

High Risk

AS-IS
VALUATION INDICES MARKET VALUE
INTEREST APPRAISED LEASED FEE
DECEMBER 29, 2015

DATE OF VALUE

'FINAL VALUE (As Restricted)
$/SF

$9,500,000
$148/SF
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VIEW OF SUBJECT ENTRANCE
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PROPERTY IDENTIFICATION

The photographs shown above were taken by John Larson of /Colliers International on May 13, 2014 for a
previous assignment.

The subject a 1.47-acre site at 1555 Turk Street in San Francisco, San Francisco County, California. The
assessor’s parcel number is: 0754-028.

The legal description of the subject property is as follows:

-

ALL bad Ldirgs and drprovenents sivvaged ain the dollowing desaribed
o land: ' ‘ ' .

BRGINNTIRG au the point- of interivction of the Southerly line «of
Purk Htreet, -and the Westerly line of Steiner Stroeb; runhing
vhence Southerly along said Westerly lime of Stelnsr Stieet 192
Ffeet and & inches to & point distant thereon 82 feet and & inches
Northexly f£xowm the Northerly line of Goldén Gate Avenue; thencé at
a4 right angla Westerly 137 feet and ¢ inches; thence at a right
angle Northérly $5 feet; thence at a right angle Westerly 275 fest
to the Rasterly line of Plercé Street; thence at & right angle
Wartherly slong sald Basterly line of Plerce Styeer 137 fest and 6
iniches to the Southerly line of Turk Street; thence at a right
angle iBasterly along aaid Southerly line of Turk Street 412 feck
and & inches %o the point of beginning, which buildings and
improvenents ave and shall remaln rfedl property. ‘ \ .

HEING a poreich of Wentern Addivion Glask No. 382,

-

CLIENT IDENTIFICATION

The client of this specific assignment is Laurel Gardens of Bethel AME Church, LP.
PURPOSE

Thé purpose of this appraisal is to develop an opinion of the As-Is Market Value of the subject property’s
leased fee interest.

INTENDED USE

The intended use of this appraisal is to assist the client in making internal business decisioné related to this
asset.

INTENDED USERS

Laurel Gardens of Bethel AME Church, LP is the only intended user of this report. Use of this report by Third-
Parties and other unintended users is not permitted. This report must be used in its entirety. Reliance on any
portion of the report independent of others, may lead the reader to erroneous conclusions regarding the
property values. Unless approval is provided by the authors no portion of the report stands alone.

ASSIGNMENT DATES

Date of Report March 17, 2016
Date of inspection May 13, 2014
Valuation Date - As-Is December 29, 2015
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PERSONAL INTANGIBLE PROPERTY

No personal property or intangible items are included in this valuation.
PROPERTY AND SALES HISTORY

Current Owner :
The subject title is currently recorded in the name of Laurel Gardens of Bethel AM E who acquired title to the
property on 10/13/1998 as improved for an undisclosed amount, as reported by the RealQuest property report.

Three-Year Sales History
The subject has not sold in the last three years.

Subject Sale Status
The subject is not currently listed for sale.
DEFINITIONS

This section summarizes the definitions of value, property rights appraised, and value scenarios that are
applicable for this appraisal assignment. All other applicable definitions for this assignment are located in the
Valuation Glossary section of the Addenda.

DEFINITIONS OF VALUE
Given the scope and intended use of this assignment, the definition of Market Value is applicable. The

definition of Market Value, along with all other applicable definitions for this assignment, is located in the
Valuation Glossary section of the Addenda.

PROPERTY RIGHTS APPRAISED

The property rights appraised constitute the leased fee interest.
VALUE SCENARIOS

The valuation scenarios developed in this appraisal report include the As-Is Market Value of the subject
property’s leased fee interest..




INTRODUCTION

The appraisal development and reporting processes requires gathering and analyzing information about those
assignment elements necessary to properly identify the appraisal problem to be solved. The scope of work
decision must include the research and analyses that are necessary to develop credible assignment results
given the intended use of the appraisal. Sufficient information includes disclosure of research and analyses
performed and might also include disclosure of research and analyses not performed. The scope of work for
this appraisal assignment is outlined below:

The appraiser analyzed the regional and local area economic profiles including employment, population,
household income, and real estate trends. The local area was further studied to assess the general quality
and condition, and emerging development trends for the real estate market. The immediate market area
was inspected and examined to consider external influences on the subject.

The appraiser confirmed and analyzed legal and physical features of the subject property including sizes of

the site, flood plain data, seismic zone, zoning, easements and encumbrances, access and exposure of the
site.

The appraiser completed land market analysis that included market and sub-market overviews. The San
Francisco market and Haight Ashbury sub-market overviews analyzed supply/demand conditions using
vacancy, absorption, supply change and rent change statistics. Conclusions were drawn regarding the
subject property’s competitive position given its physical and locational characteristics, the prevailing
economic conditions and external influences. :

The appraiser conducted Highest and Best Use analysis and conclusions were drawn for the highest and
best use of the subject property As-Vacant. The analysis considered legal, locational, physical and financial
feasibility characteristics of the subject site.

The appraiser confirmed and analyzed financial features of the subject property including potential
entitlement issues, and tax and assessment records. This information as well as trends established by
confirmed market indicators was used to forecast performance of the subject property.

Selection of the valuation methods was based on the identifications required in USPAP relating to the
intended use, intended users, definition and date of value, relevant property characteristics and assignment
conditions. This appraisal developed the Sales Comparison Approach to value, which was adjusted and
reconciled as appropriate. The appraisal develops an opinion of the As-Is Market Value of the subject
property’s leased fee interest. ‘ '

Reporting of this appraisal is in an Appraisal Report format as required in USPAP Standard 2. The
appraiser’s analysis and conclusions are summarized within this document.

| understand the Competency Rule of USPAP and the author of this report meets the standards.

No one provided significant real property appraisal assistance to appraiser signing this certification.

SOURCES OF INFORMATION

The following sources were contacted to obtain relevant information:
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ITEM SOURCE

Tax Information San Francisco County Tax Assessor
Zoning Information City of San Francisco Zoning Code
Site Size Information San Francisco County Tax Assessor
Building Size Information San Francisco County Tax Assessor
New Construction City of San Francisco / San Francisco County
Flood Map Interflood

Demographics Esri

Comparable Information See Comparable Datasheets for details
Legal Description Grant Deed from RealQuest

Other Property Data RealQuest

SUBJECT PROPERTY INSPECTION

APPRAISER INSPECTED EXTENT DATE OF INSPECTION

Phil Sarazen No ’ - -
John Larson Yes Exterior/Interior May 13, 2014
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REGIONAL ANALYSIS

The city of San Francisco is located in the county of
San Francisco and is part of the three county San
Francisco Metropolitan Statistical Area (MSA). The San
Francisco MSA is comprised of San Francisco, Marin,
and San Mateo Counties. The MSA is bordered by five
neighboring counties as well as the Pacific Ocean. This
area encompasses more than 1,015 square miles of
land area and miles of scenic coastline.

While San Francisco covers a relatively small land area
of approximately 45 square miles, it is the geographic
center of the nine-county Bay Area and the fourth
largest metropolitan area in the United States. San
Francisco is characterized by a moderate climate,

San Francisco
County

vibrant economy and one of.the highest standards of 1* ¢ Ganta Clars
living in the United States. 0 15 30 N County
San Francisco is the historical center of the region and s )
the phenomenal growth over the past three decades

Copyright @199 Associntion of Bag drea (3 o

has led to the emergence of several distinct geographic
and economic sub-regions. The area north of San Francisco (Marin, Napa and Sonoma counties) is noted for
its rural charm and numerous wineries, many of which have become world-renowned. San Mateo County lies
south of San Francisco between San Francisco Bay and the Pacific Ocean. The eastern portion, bordering the
Bay, is highly developed, but rugged mountains reaching westward to the ocean characterize central San
Mateo County. Santa Clara County, located at the southern end of the Bay, has emerged as a dominant force
within the Greater Bay Area and is known internationally as “Silicon Valley” due to its high concentration of
semiconductor manufacturers and other high-technology employers. Alameda and Contra Costa Counties
form the standard metropolitan statistical area which comprises the East Bay Area. The East Bay region known
as the “Tri-Valley” area has become a technology hub and an area of major job growth. Northern Alameda
County and Solano County comprise the Sacramento River Delta communities. While much of the area is
agricultural, many communities are experiencing rapid expansion due to lower housing costs compared with
more established areas closer to the Population

DEMOGRAPHIC ANALYSIS

The following is a demographic study of the region sourced by Esri, an on-line resource center that provides
information used to analyze and compare the past, present, and future trends of geographical areas.
Demographic changes are often highly correlated to changes in the underlying economic climate. Periods of
economic uncertainty necessarily make demographic projections somewhat less reliable than projections in
more stable periods. These projections are used as a starting point, but we also consider current and localized
market knowledge in interpreting them within this analysis.
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‘Transportation

The San Francisco MSA has numerous freeways,
which provide good access throughout the area and to
neighboring regions. The Bay Bridge provides the main
access to the East Bay counties and to Interstates 80,
580, 680, and Interstate 880. The Golden Gate Bridge
provides access to the north to Marin County. Highway
101 runs north and south through the city and Highway
280 provides additional access to the south bay
. markets. Public transportation systems in San
Francisco are extensive and include - BART, MUNI,
CalTrain, AC Transit, SAMTRANS, and the Municipal
railway, which provide access to all counties of the Bay
Area. Bart is the Bay Area Rapid Transit system, which
provides access to Contra Costa and Alameda | : :
Counties from San Francisco. MUNI, CalTrain, AC Transit, and SAMSTRANS provide bus service and traln
service to north and south bay markets.

San Francisco is served primarily by San Francisco International Airport, which is located 13 miles south of the
subject, and the Oakland International Airport, which is located across the Bay. Also available is the San Jose
International Airport, located approximately 40 miles to the south.

Climate

San Francisco's climate is characteristic of the cool-summer Mediterranean climate of California’s coast with
mild, wet winters and dry summers. Since it is surrounded on three sides by water, San Francisco's weather is
strongly influenced by the cool currents of the Pacific Ocean which tends to moderate temperature swings and
produce a remarkably mild climate with little seasonal temperature variation.

The combination of cold ocean water and the high heat of the California mainland create the city's
characteristic fog that can cover the western half of the city all day during the spring and early summer. The fog
is less pronounced in eastern neighborhoods, in the late summer, and during the fall, which are the warmest
months of the year. Due to its sharp topography and maritime influences, San Francisco exhibits a multitude of
distinct microclimates. The high hills in the geographic center of the city are responsible for a 20% variance in
annual rainfall between different parts of the city. They also protect neighborhoods directly to their east from
the foggy and cool conditions experienced in the Sunset District; for those who live on the eastern side of the
city, San Francisco is sunnier, with an average of 260 clear days, and only 105 cloudy days per year.

Topography/Geography & Service Infrastructure

The topography and geography of San Francisco is extremely varied. There are more than 50 hills within the
San Francisco city limits and elevations range from sea level to 925 feet. All levels of public and private
education are available, along with an extensive library system. Major colleges and universities include the
University of Califorhia San Francisco, University of San Francisco and San Francisco State University.
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EMPLOYMENT

Total employment has increased annually over the past decade in the state of California by 0.5% and
increased annually by 1.5% in the area. From 2013 to 2014 unemployment decreased in California by 1.4% .
and decreased by 1.3% in the area. In the state of California unemployment has decreased over the previous
month by 0.6% and decreased by 0.4% in the area.

TOTAL BVIPLOYMENT UNEMPLOYMENT RATE
California San Fl\x;laer;ciscc'J-Oaklan.d—.Hayw ard, CA OSka;n f;r_al_r“nciscmd
ropolitan Statistical Area United States® California aKian ayvs{ ard,
CA Metropolitan
Year Total % A Yr Ago Total % AYr Ago Statistical Area
2005 16,582,651 1.7% 2,043,849 0.2% 5.1% 5.4% 4.8%
2006 16,789,422 1.2% 2,064,760 1.0% 4.6% 4.9% 4.2%
2007 16,931,590 0.8% 2,097,061 1.6% 4.6% 5.4% 4.4%
2008 16,854,482 (0.5%) 2,113,687 0.8% 5.8% 7.3% 5.7%
2009 16,182,572 {4.0%) 2,040,528 (3.5%) 9.3% 11.2% 9.4%
2010 16,091,945 (0.6%) 2,089,373 2.4% 9.6% 12.2% 9.9%
2011 16,260,099 1.0% 2,131,190 2.0% 8.9% 11.7% 9.1%
2012 A 16,630,055 2.3% 2,209,911 3.7% 8.1% 10.4% . 7.8%
2013 17,002,894 2.2% 2,269,047 2.7% 7.4% 8.9% 6.5%
2014 17,397,119 2.3% 2,330,245 2.7% 6.2% 7.5% 5.2%
CAGR 0.5% - 1.5% - - - -
Bource: U.S. Bursau of Labor Statistics *Unadjusted Non-Seasonal Rate

LS

N "
g

Mar 1 Apr
2015 | 2015

v 56% | 5.1%
Caliornia- 7.0% | 7.1% 85% | 6.1%
CArea o 49% | 49% | 44% 42% | 40% |-

The unemployment rate in the San Francisco-San Mateo-Redwood City MD was 3.8 percent in Séptember
2015, down from a revised 4.2 percent in March 2015, and below the year-ago estimate of 4.9 percent. This
compares with an unadjusted unemployment rate of 7.0 percent for California and 5.5 percent for the nation
during the same period. The unemployment rate was 3.9 percent in Marin County, 4.4 percent in San
Francisco County, and 4.2 percent in San Mateo County.
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Major Employers

The following chart lists major employers in San Francisco County.
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San Franclsen
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San Francisco
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Gtate Compensation ins Fund
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rsurance
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UCBF-RMEDICAL Centor ALhit Zinn

fan Francisco
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YEAR us CA ‘ COUNTY YEAR Us CA COUNTY

Population Number Of Households
2010 Total Population 308,745,538 37,253,956 805,235 2015 120,746,349 12,932,388 358,859
2015 Total Population 318,536,439 38,371,836 832,330 2020 125,477,562 13,418,674 378,322
2020 Total Population 330,622,575 39,802,811 874,027 CAGR * 0.8% 0.7% 1.1%
2010 - 2015 CAGR 0.6% 0.6% ~ 0.7% Average Household Size
2015 - 2020 CAGR 0.7% 0.7% 1.0% 2015 2.57 2.90 2.25
Population Density 2020 2.57 2.91 2.25
2015 Per Square Mile 90 246 17,757 CAGR 0.0% 0.1% 0.0%
2020 Per Square Mie 94 256 18,647 Housing Units
Median Age Total Housing Units 136,527,306 14,074,045 390,229
2015 37.90 - 35.70 39.50 Ow ner Occupied 55.7% 49.5% 31.2%
2020 38.60 36.60 39.90 Renter Occupied 32.8% 42.4% 60.7%
CAGR 0.4% 0.5% 0.2% Vacant Housing Units 11.6% 8.1% 8.0%
Per Capita Income Median Household Income
2015 $28,597 $29,788 $46,598 2015 $53,217 $60,382 $76,360
2020 $32,501 $33,957 $53,954 2020 $60,683 $71,245 $87,982
CAGR 2.6% 2.7% 3.0% CAGR 2.7% 3.4% 2.9%

Source: Eari

Population

According to Esri, a Geographic Information System (GIS) Company, San Francisco County had a 2015 total
population of 832,330 and experienced an annual growth rate of 0.7%, which was higher than the California
annual growth rate of 0.6%. The county accounted for 2.2% of the total California population (38,371,836).
Within the county the population density was 17,757 people per square mile compared to the lower California
population density of 246 people per square mile and the lower United States population density of 90 people
per square mile. The 2015 median age for the county was 39.50, which was 4.05% older than the United
States median age of 37.90 for 2015, The median age in the county is anticipated to grow by 0.20% annually,
increasing the median age to 39.9 by 2020.

Household Trends

The 2015 number of households in the county was 358,859. The number of households in the county is
projected to grow by 1.1% annually, increasing the number of households to 378,322 by 2020. The 2015
average household size for the county was 2.25, which was -12.45% smaller than the United States average
household size of 2.57 for 2015. The average household size in the county is anticipated to retract by 0.00%
annually, reducing the average household size to 2.25 by 2020. San Francisco County had a 60.7% renter
occupied market, compared to the lower 42.4% in California and the lower 32.8% in the United States.

Income Trends

The 2015 median household income for the county was $76,360, which was 43.5% higher than the United
States median household income of $53,217. The median household income for the county is projected to
grow by 2.9% annually, increasing the median household income to $87,982 by 2020. As is often the case
when the median household income levels are higher than the national average, the cost of living index is also
higher. According to the American Chamber of Commerce Researchers Association (ACCRA) Cost of Living
Index, the San Francisco-Oakland-Fremont, CA MSA's cost of living is 164.7 compared to the national average
score of 100. The ACCRA Cost of Living Index compares groceries, housing, utilities, transportation, health
care and miscellaneous goods and services for over 300 urban areas

L OVIB0253 L,
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Consumer Spending

Shelter, 38.62%

Invesiments, 6.85%.
TV/Video, 2.69%

\_Travel, 4.19%

Auto Maint, 0.26%

Hsld Fumishings,./

3.70%

Health Care, 8.77%_/

Apparel, 5.11%
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Entertainment, 6.77%

Consumer Spending Comparison
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$25,000
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& United States # California &

In addition to large corporations, universities, hospitals and public sector employment located within the San
Francisco MSA, smaller businesses make up a large portion of the local employment picture.

AIRPORT STATISTICS

The following chatt summarizes the local airport statistics.

YEAR ENPLANED PASSENGERS % CHG
2004 . 15,605,822 -
2005 16,070,133 ‘ 3.0%
2006 16,236,592 1.0%
2007 17,280,328 6.4%
2008 18,135,827 5.0%
2009 18,467,908 1.8%
2010 19,359,003 4.8%
2011 20,056,568 3.6%

21,284,236 6.1%

21,704,626 ] 2.0%

22,756,008 4.8%
3w

SUMMARY

Overall the condition and appeal of the market area is generally considered average. Growth is not physically
restricted because of the abundance of undeveloped sites. New projects may be accomplished by
development of vacant and under-improved properties as the economy slowly improves. Demand stalled




during 2014 but improved during 2015. As the real estate market continues to recover from the recession,
property values are expected to appreciate.
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INTRODUCTION

In this section of the report, | provide details about the local area and describe the influences that bear on the
real estate market as well as the subject property. A map of the local area is presented on the prior page.
Below are insights into the local area based on fieldwork, interviews, demographic data and experience
working in this market.

LOCAL AREA PROFILE
The subject property is located in San Francisco, California, within San Francisco County.

DEMOGRAPHIC PROFILE

Below is a demographic study of the area, sourced by Esri, an on-line resource center that provides
information used to analyze and compare the past, present, and future trends of properties and geographical
areas.

OCAL AREADEMOGRAE

DESCRIPTION 41 MILE 3 MILES 5MILES DESCRIPTION 1MILE 3 MILES 5 MILES

POPULATION AVERAGE HOUSEHOLD INCOME
2000 Population 96,120 482,489 764,989 2015 $96,805 $109,647 $106,871
2010 Population 98,753 500,153 791,501 2020 $113,466 $127,430 $123,561
2015 Population 103,586 519,786 817,880 Change 2015-2020 ' 17.21% 16.22% 15.62%
2020 Population 109,654 548,086 858,719 MEDIAN HOUSEHOLD INCOME
Change 2000-2010 2.74% 3.66% 3.47% 2015 $63,878 $75,272 $76,331
Change 2010-2015 4.89% 3.93% 3.33% 2020 $77,661 $88,026 $88,056
Change 2015-2020 5.86% 5.44% 4.99% Change 2015-2020 21.58% 16.94% 15.36%

POPULATION 65+ PER CAPITA INCOME
2010 Population 13,771 66,205 108,105 2015 $51,990 $55,230 $46,887
2015 Population 15,823 75,552 124,312 2020 $60,949 $64,266 $54,308
2020 Population 18,238 87,344 145,001 Change 2015-2020 17.23% 16.36% 15.83%
Change 2010-2015 14.90% 14.12% 14.99% 2015 HOUSEHOLDS BY INCOME
Change 2015-2020 15.26% 15.61% 16.64% Household Income Base 54,446 258,223 353,788

HOUSEHOL.DS : <$15,000 16.5% 14.4% 13.0%
2000 Households 50,659 235,230 325,708 $15,000-%$24,999 8.4% 7.2% 7.0%
2010 Households 51,789 247,636 340,984 $25,000-$34,999 7.3% 6.5% 6.6%
2015 Households 54,446 258,223 353,788 $35,000-$49,999 9.0% 8.2% 8.7%
2020 Households 57,865 273,270 372,953 $50,000-$74,999 13.9% 13.6% 14.0%
Change 2000-2010 2.23% 5.27% 4.69% $75,000-$99,999 10.4% 10.2% 1.4%
Change 2010-2015 5.13% 4.28% 3.76% $100,000-$149,999 13.3% 13.6% 15.5%
Change 2015-2020 6.28% 5.83% 5.42% $150,000-$199,999 9.6% 11.6% 10.6%

HOUSING UNITS (2015) $200,000 or greater 11.7% 14.8% 13.4%
Total Housing Units 59,163 282,535 384,607 MEDIAN HOME VALUE
Ow ner Occupied 17.8% 23.3% 31.1% 2015 $866,676 $920,391 $790,031
Renter Occupied 74.3% 68.1% 60.9% . 2020 $980,580 $1,000,001 $924,201
Vacant Housing Units 8.0% 8.6% 8.0% Change 2015-2020 13.14% 8.65% 16.98%

HOUSING UNITS (2020) AVERAGE HOME VALUE
Total Housing Units 62,918 297,767 404,348 2015 $848,091 $868,876 $786,843
Ow ner Occupied 17.4% 23.2% 30.9% . 2020 $948,802 $972,709 $907,016
Renter Occupied 74.6% 68.6% 61.4% Change 2015-2020 11.88% 11.95% 15.27%
Vacant Housing Units 8.0% 8.2% 7.8% HOUSING UNITS BY UNITS IN STRUCTURE

HOUSING UNITS BY YEARBUILT 1 - Detached 3,036 27,395 68,727

2010 or Later 64 591 802 1 - Attached 2,181 18,916 50,157
2000 to 2009 2,771 21,290 24,562 2 4,153 28,940 37,993
1990-1999 3,598 12,889 15,855 3or4 8,143 37,640 43,623
1980-1989 4,168 14,610 19,083 5t09 7,741 33,619 38,276
1970-1979 4,714 20,333 26,517 10to 19 8,442 35,465 38,960
1960-1969 5,308 21,891 29,964 20 to 49 9,324 35,476 37,384
1950-1959 3,627 19,617 34,505 50 or greater 12,976 54,328 56,917
1940-1949 2,640 15,964 38,204 Mobile Home 16 251 435
1939 or Earlier 29,135 145,113 183,289 Boat/RVv/Van 13 270 311

Source: Esri
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As noted in the table above, population has increased by 3.93% since 2010 in the subject's market area (3-
mile radius) and is expected to increase by 5.44% through 2020. Also, the subject’'s market area has a lower
number of renter occupied homes (40,864) than owner occupied homes (56,893). Vacant housing in the
subject's market area is estimated fo be 8.2%. The average and median household income levéls in the
subject's market area are $109 647 and $75,272, respectively.

Residential Development

There is a moderate’ amount of residential
development in the subject's market area. The | San Francisco Home Prices and Home
figure to the right is provided by Zillow.com. |.aiues

Zillow projects home values on a month-t0- | zijow Home Value index

month basis. Zillow states-that median home
values are currently $931,100, an increase of | $831,180 =182% vy
16.2% from the previous year. Home values in
San Francisco have been increasing overall
since November 2011. Multi-family
developments within proximity to the subject
inciude The Fillmore Center, Webster Tower &
Terrace, El Bethel Terrace, and Martin Luther
King Square.

?

&
W

Sz Feanzizos

Commercial Development

‘Commercial and light-industrial development is
located along Fillmore Street and Divisadero
Street. General commercial and industrial uses
within proximity to the subject include shopping
centers, fast food restaurants, banks, gas
stations, grocery stores, self-storage facilities,
and auto related shops. Retailers in the : ~ : -
subject’s immediate are include: Safeway, Walgreens, The Brooklyn Circus SF, Gump’s, Kinokuniya Book
Stores, Central Ace Hardware, Marshall Associates, Teri's Creation & Boutique, and Aqua Forest Aquarium.
There are a variety of other local tenants in the subject’s area.

Community Services/Transportation

Community services and facilities are readily available in the surrounding area. These include public services
such as fire stations, hospitals, police stations, and schools (all ages). Nearby schools Town School for Boys,
Creative Arts Charter School K-8, Jewish Community High School of the Bay, Raocul Wallenberg Traditional
High School and Gateway High School all located within one mile of the subject. Public transportation is
available throughout the area. Local bus stops are located along Turk Street, and Pierce Street. There are a
number of parks, golf courses, and other recreational facilities in the area including Alamo Square Park,
Golden Gate and Steiner Mini Park, and Fillmore and Turk Mini Park.

SUBJECT PROPERTY ANALYSIS

The following discussion draws context and analysis on how the subject property is influenced by the local and
immediate areas.
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Mulfifamily
Apartments

Mumfsly
Apartmernts

Mixed Multifarnily and
Single Family Residential
Mixed Mumfaml ly and :
Single Family Residential

Mixed Multifamily and
Single Family Residential

Subject Conclusion
Trends in the local and immediate areas, adjacent uses and the property’s specific location features indicate an
overall typical external influence for the subject, which is concluded to have an average position in context of
competing properties.

SUMMARY

The subject property is located in an established area of the San Francisco area. Residential uses present in
the subject's immediate neighborhood primarily include multi-family and single-family development.
Commercial developments are located along major thoroughfares and are easily accessible from the subject.
The subject property has an average to good location with respect to commercial services, thoroughfares,
public transportation, and community services. Condition and appeal of the neighborhood is generally
Average/Good. The neighborhood is anticipated to experience limited growth in the foreseeable future due to
the built-out nature of the area (lack of developable land).




General Description

Assessor Parcel

Number Of Parcels

Land Area
Primary Parcel
Unusable Land
Excess Land

Surplus Land
Total Land Area

Shape
Topography
Drainage

Utilities

Street Improvements
Turk Street
Steiner St

Pierce St
Frontage

Accessibility

Exposure

Seismic

Flood Zone

Site Rating

Easements

The subject site consists of 1 parcel. As noted below, the subject site has 64,046
SF (1.47 AC) of land area. The area is estimated based on the assessor's parcel
map, and may change if a professional survey determines more precise
measurements. Going forward, our valuation analyses will utilize the usable site
area. The following discussion summarizes the subject site size and
characteristics.

0754-028

1

Acres Square Feet
1.47 ‘ 64,046
0.00 0
0.00. 0
0.00 0
1.47 64,046

L-Shaped - See Plat Map For Exact Shape
Level at street grade
Assumed Adequate

All available to the site

Street Direction No. Lanes Street Type

Primary Street one-way two-lane  minor arterial v v v v
Secondary Street two-way twodane  connector street v\ v v’ v
Secondary Street two-way two-lane  connector street v\ v v/ v

Turk St: apx. 412 feet; Pierce St: apx 137 feet; Steiner St;192 feet

Average/Good - There is a full curb cut along Turk Street

Average/Good - The subject has frontage along one minor arterial and two
neighborhood connector streets. The subject has exposure at the signalized
intersections of Pierce Street and Turk Street as well as Steiner Street and Turk
Street.

The subject is in High Risk.

At this time, the City of San Francisco does not participate in the Flood Insurance
Rate Maps published by the Federal Emergency Management Agency (FEMA).

Overall, the subject site is considered a good to excellent land site in terms of its
location, exposure, and access to employment, education and shopping centers,
recognizing its location along a neighborhood collector street.

A preliminary title report was not available for review. During the on-site
inspection, no adverse easements or encumbrances were noted. This appraisal
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Soils

Hazardous Waste

Improvement Description

Property Type
Number of Units
Average Unit Size
Apartment Buildings
Common Area Buildings
Total Number of Buildings
Number of Stories
Development Density
Net Rentable Area (NRA)
Gross Building Area (GBA)
Parking Total
Open Parking Spaces
Covered Parking Spaces
Detached Garage Spaces
Parking Garage Spaces
Parking Comment
Parking Spaces/Unit -
Year Built
Agel/Life Analysis
Actual Age
Effective Age
Economic Life

Remaining Life
Quality
Condition
Marketability

assumes that there is no negative value impact on the subject improvements. If
questions arise regarding easements, encroachments, or other encumbrances,
further research is advised.:

A detailed soils analysis was not available for review. Based on the development

of the subject, it appears the soils are stable and suitable for the existing
improvements.

We have not conducted an independent investigation to determine the presence
or absence of toxins on the subject property. If questions arise, the reader is
strongly cautioned to seek qualified professional assistance in this matter. Please
see the Assumptions and Limiting Conditions for a full disclaimer.

The subject consists of a 51 unit affordable housing project within two buildings

and one common area building, built in 1977. The improvements are in
average/good condition.

Multi-Family - Garden/Low Rise
51

814 SF

2

1

3

3

34.7 Units/Acre (51 Units / 1.47 Acres)
41,508 SF

42,208 SF

39 (Surface)

39

Parking is adequate and is consistent with the other projects in the market
0.8

1977

37 Years

35 Years

65 Years

30 Years
Average/Good
Average/Good
Good

o GV80253. s
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ZONING MAP
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INTRODUCTION

Assessment of real property is established by an assessor that is an appointed or elected official charged with
determining the value of each property. The assessment is used to determine the necessary rate of taxation
required to support the municipal budget. A property tax is a levy on the value of property that the owner is
required to pay to the municipality in which it is situated. Multiple jurisdictions may tax the same property.

The subject property is located within San Francisco County. The assessed value and property tax for the
current year are summarized in the following table.

Tax Year 2015 Tax Rate 1.8260%
Tax Rate Area Misc/70 Taxes Current Yes
APN LAND IMPV PERSONAL TOTAL EXEMPTIONS TAXABLE BASE TAX
0754-028 $1,493,518 $1,766,423 $40,236 $3,300,177 -$3,259,941 $40,236 $735
Totals $1,493,518 $1,766,423 $40,236 $3,300,177 -$3,259,941 $40,236 $735
Total/SF $23.32 $27.58 $0.63 $51.53 -$50.90 $0.63 $0.01
Additional Tax Charges
Rent Stabllization Fee - $1,887.00
SFUSD Facility District ' $919.36
SFCCD Parcel Tax $79.00
Apartment House License Fee $543.00 .
SF - Teacher Support. $230.94
Total Additional Tax Charges $3,659
Total Additional Tax Charges Per SF $0.06
Total Base Tax & Additional Tax Charges $4,394
Total Base Tax & Additional Tax Charges Per SF $0.07

Source: San Francisco County Assessment & Taxation

SUBJECT PROPERTY ANALYSIS

The total assessment for the subject property is $3,300,177 or $51.53/SF. The subject property benefits from
an exemption in the amount of -$3,259,941, reducing the taxable assessment to $40,236 or $0.63/SF. Total
taxes for the property are $4,394 or $0.07/SF.

As part of the scope of work, | researched assessment and tax information related to the subject property. The
following are key factors related to local assessment and taxation policy. Real property in San Francisco

County is assessed at 100% of market value. Real property is reassessed upon sale, conversion, renovation or
demolition.

According to the staff representative at the County Assessor’s Office, real estate taxes for the subject property
are current as of the date of this report. The subject benefits from a property tax exemption, amounting to

approximately 98.75% of the total assessed value. For purposes of our Income/Expense analysis, we assume
the same tax exemption allocation in the As-ls Market Value conclusion and estimate the property taxes in the

Income Approach at 1.25% multiplied by the value indicated by the Income Approach, multiplied by the
property tax rate.
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INTRODUCTION

Zoning requirements typically establish permitted and prohibited uses, building height, lot coverage, setbacks,
parking and other factors that control the size and location of improvements on a site. The zoning
characteristics for the subject property are summarized below:

Municipality Governing Zoning City of San Francisco Planning & Zoning Department
Current Zoning Residential Mixed Medium Density (RM)

Permitted Uses Multi-Family Residential

Current Use Multi-Family Residential

Is Current Use Legally Permitted?  Yes

Zoning Change Not Likely

INGR
Minimum Site Area (SF) : 2,500 SF
Subject Density (Units per Acre) 34.7
Minimum Yard Setbacks
Maximum Density (Units/Acre) One dwelling per 600 SF of lot area; 106 units
Subject Density (Units per Acre) One dwelling per 1,232 SF of lot area; 52 units
Maximum Building Height 40 Feet
Maximum Floor Area Ratio (FAR) 1.8 times lot area
Maximum Building Area None
Parking Requirement
Parking Required 51
Parking Provided 39
Conforming Use The existing improvements represent a conforming use within this
zone
Source: Gty of San Francisco Flanning & Zoning Departrmsnt
ZONING CONCLUSIONS

Based on my interpretation of the zoning ordinance, the subject property is an outright permitted use that could
be rebuilt if unintentionally destroyed; however, the subject's use has been grandfathered due to insufficient
parking. The subject provides 39 spaces for 51 units, which is insufficient per current code requirements,
making the subject legal but non-conforming. ‘

Detailed zoning studies are typically performed by a zoning or land use expert, including attorneys, land use
planners, or architects. The depth of my analysis correlates directly with the scope of this assignment, and it
considers all pertinent issues that have been discovered through my due diligence. Please note that this
appraisal is not intended to be a detailed determination of compliance, as that determination is beyond the
scope of this real estate appraisal assignment.
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INTRODUCTION

In this section, an overview of market conditions which influence the marketability of the subject property, as a
multi-family site will be considered. The major factors requiring consideration are the supply and demand
conditions that influence multi-family development.

REIS, Inc., a specialist in multi-family market research, classifies the San Francisco apartment market into
eight submarkets. In addition, it segregates inventory by class of space (Class A and B/C). There are 11
submarkets within the San Francisco Metro Area market and are as follows: North Marin (1), South Marin (2),
North San Mateo (3), Central San Mateo (4), South San Mateo (5), South Market (6), Russian’
Hill/Embarcadero (7), West San Francisco (8), Civic Center/Downtown (9), Marina/Pacifica Heights (10), and
Haight Ashbury/Western Addition (11). This market is connected to San Francisco by the Bay Area Rapid
Transit (BART).

???replace this -
The subject property is situated in the Haight Ashbury submarket, which is labeled 11 in the graphic below.

San Francisco Metro Area

Dthid
Istand

Heontwand
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According to the submarket boundaries. defined by REIS, the subject is located Within the Haight Ashbury
submarket. The following table provides a snapshot of the submarkets in the San Francisco Metro Area for Q1

2014.

North Marin 1 12 !

South Marin., 520 7oz | ostell| sk 0.0 35.1%
North San Matso 81 14206 | $1,85 34% 048 365.8%
Cential Son Mateo 41g 4713 | §3181 21% 029 | I5.8%
South San Mates 167 W7t | $1.889 200 032 353%
Souits of Markiet - 107, 16602 | - s2ema | . Auu 053 3.0%
Russ HIVEmbredr 88 9826 |  $28% 20% 046 3B.2%
West Sun Francissa =+ 130 15| 5283 37% 075 I7.6%
Civie CtiDowntour 28 16276 | S1T10 32% 0.00 35.2%
WarinatPacfieHis . 218 8084 |- 52456 1.5% nos | 36.0%
Halght Asfibury - . " 308 12908 | 52333 3% 048 35.2%
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According to REIS, there are 206 apartment buildings and 12,998 units in the Haight Ashbury Submarket with
an average vacancy of 3.2%, which is towards the upper end of the range for the metro area. The average
asking rent in the subject's submarket ($2,393) is towards the middle of the range for the metro area.

Rent Growth Comparisons

Asking Rent Growth
Quarterly Annualized
a5 2015 YTD Avg 1 Year 3 Year & Year 5 Yr Forecast
Haight Ashbury -9% 71 BB% | 48% 7| ‘38% | 8o0% loosaw | daw
San Francisco 3.0% . 3.53% 3.9% 5.8% 57% 4.9% 54%
West 18% - - 14% 1.5% 42% - 3.0% 2.8%. 3.7%
United States 1 4% - 1.2% 1.2% 3.5% 3.3% 2.7% 3.3%
Period Ending: 09/30/15 06/30{15 09/30115 12131444 1203414 12131414 1231119
Submarket Rank Total Submarket Ranks
Compared fo: Subs kis} 2a15 YT i Year 3 Year 5 Year & ¥r Forecast
San Francisco 9 1 1 g9 7 g - 2
West | 85 1 1 84 23 - 13 .2
Urited States [+ 83 148 2 1 220 37 18 5
% Asking Rent Growth Rate Trends and Forenast
140 L
11021; T ~ane Haight Ashbury
86 - .?:-’ o ~ e San Franmsm
N — west
2?13 ,,.w:: s PRSI R SR TS G R et S S e S s
ot
0.0 T T T T T T T T
2010 iig3] 2012 2013 2014 2015 2018 2017 2018 2419

Petfod

anding 12031419

During the Q3 2015, rent growth in the Haight Ashbury Submarket was estimated at 1.9%, comparatively lower
than the San Francisco Metro (3.0%) and similar to the Western Region (1.9%). Over the next five years, REIS
projects 7.1% rent growth within the submarket, slightly higher than the forecasted rent growth for the city
(5.4%), Western Region (3.7%}), and country as a whole (3.3%).




Rent By Unit Mix

Currant Submasket Average Fents and Sizes Asking Rent Growth
302015 Creariedy Anpuslized
Rent Avg.SF |Avg.RentRSF|  3Q15 2 ¥TD 1¥aar 3 Yesr 5 Year
Studio/Eficiency | $1,978 472 . $4.19 2% | 41% 132%° | O 68%. | T .58% IR
One Bedroni: | $2,825 743 $3.53 28% 3.5% 3.4% B.5% £0% 5.5%
Two Bedmom | $3.883 7 971 5400 | LBT% - CBS%: L 180% | -37%- | AT% ol 53%
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The Haight Ashbury submarket has generally higher rents than the overall San Francisco Metro when analyzed

on a per month basis and per square foot basis.

Vacancy Comparisons
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As noted in the chart above, the Q3 2015 average vacancy in the Haight Ashbury Submarket was estimated at
5.5%, which slightly higher than San Francisco Metro Area average of 3.9% and the Western Region average
of 3.6%. Within the subject’s submarket, an average vacancy rate of 4.8% is projected over the next five years.
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Construction and Absorption

Constraction/Absorplion and Vacancy
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According to REIS, there were 617 units of new construction during the Q3 2015 within the San Francisco
Metro. REIS forecasts 3,295 additional units of new construction over the next five years. Absorption and
occupancy are forecasted to keep pace with new construction.

Please note that the majority of new construction projects are of superior appeal and design (high-rise
complexes) located within the downtown core. Overall, new construction is not anticipated to have a negative
effect on the subject’s occupancy and rent levels.

General Vacancy Conclusion

As summarized in the chart below this market analysis relied on various published data sources and field
research for assessing how supply/demand conditions influence the long term vacancy estimate of the subject
property at market rate.
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Given the subject’s size, condition, and location, we have concluded a general vacancy rate of 5.0%. Credit
loss is not applicable given the subject’s location and immediate market conditions. None of the surveyed
properties in the subject’s market are currently offering free or reduced rent concessions. The subject property
is not currently offering concessions, nor has it offered concessions historically. Based on the preceding, we
have not included an additional concession factor within our vacancy conclusion.
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Rent Control

The city of San Francisco is regulated by rent control ordinance; however, buildings constructed after June
1979 are not subject to rent control. It is noted that the subject property is under rent control restrictions which
restrict rent increases on existing tenants. Over the past year, the annual allowable increase amount was
1.9%. Effective March 1, 2015 through February 28, 2016, the annual allowable increase amount is 1.0%.
Under rent control, landlords get an annual rent increase which can be imposed on tenants without the landlord
having to petition the Rent Board. The landlord must give 30-day notice (or 60 days if this increase, as well as
any other increases, in the past 12 months results in a rent increase of more than 10%). Landlords can "bank"
these increases, that is, not impose an increase in one year but then impose that "banked" rent increase in a
later year. :

SUMMARY OF APARTMENT MARKET ANALYSIS

Overall, based on interviews with planners and brokers, and Colliers International Valuation & Advisory
Services market survey, there is sufficient demand for the land and improvements. The depth of demand for
the subject property is anticipated to be sufficient based on continuing economic and population growth in the
subject's area. Rent levels are anticipated to remain stable and/or increase. Demand is expected to remain
strong in the subject's immediate market area based upon the immediate location and overall Bay Area
location.

BROKER / MARKET PARTICIPANT INTERVIEWS

Interviews with brokers and other market participants were conducted to put previously discussed trends and
data into better context of what is really occurring in the marketplace.

Name Matt Kroger

Company CBRE
Location San Francisco, CA
Survey Property Profile Multi-Family Land

According to Matt Kroger, sale transactions have been steady over the past six months for the subject property
type, with most activity being seen from local buyers. The market participant reported that quality investment
opportunities are currently in greatest demand. This property type is considered to have somewhat limited
availability, with few listings offered within the marketplace. Based on these factors, conditions favor sellers in
regard to negotiating sale terms. Marketing periods are ranging from 2 to 12 months, with an average
approximately 6 months. Pricing for this property type generally falls within a moderate range from $250 to
$500 per square foot. Finally, the most typical sales commission for this property type is 6% of the sale price.

TRANSACTION TRENDS

In the open market, the subject property type would command most interest from local buyers that are actively
pursuing similar quality investment properties. There is currently steady buyer demand for substitute properties
of the subject based on the volume of sale transactions and reports by buyer and sellers during confirmation of
market transactions.

Based on the preceding analysis, there is an established sales market for the subject property. As previously
discussed, the velocity of sale transactions has been steady over the past six months. Currently there is steady
buyer demand, while there is somewhat limited availability for this property type on the supply side. Based on
these factors, conditions favor sellers in regard to negotiating sale terms.

+ V150263
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SUBJECT PROPERTY ANALYSIS

Based on my analysis of the subject property and investigation of substitute properties in the marketplace, the
subject is considered to have Good overall buyer appeal with an Above Average competitive position if the
-asset was exposed to the open market.

EXPOSURE TIME

Exposure time is best established based the recent history of comparable sales, discussions with market
participants and information from published surveys. The following table summarizes the information that was
taken into consideration to develop an estimate of exposure time for the subject property:

John Antonini, a regional sales broker at Colliers International who specializes in multifamily assets similar to
the subject stated that exposure times are typically two months or less if marketed and priced accordingly.

Clinton Textor, a local broker at Marcus & Millichap who deals with multifamily assets similar to the subject
property stated that a reasonable exposure time would be one month or less.

Michael Klestoff, a local broker at West & Praszker stated that a reasonable exposure time for assets similar to
the subject would be from one to three months.

The preceding information generally supports an exposure time range from zero to 12 months for assets such
as the subject. The availability of acquisition financing also factors into exposure time. My review of the local
capital market indicates that adequate financing options would have been available to consummate a sale of
the subject on the date of value.

Exposure Time Conclusion
Six Months or Less

Marketing Period

Six Months or Less
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INTRODUCTION

The highest and best use of an improved property is defined as that reasonable and most probable use that
will support its highest present value. The highest and best use, or most probable use, must be legally
permissible, physically possible, financially feasible, and maximally productive. This section develops the
highest and best use of the subject property As-Vacant.

AS-VACANT ANALYSIS

Legal Factors
The legal factors that possibly influence the highest and best use of the subject site are discussed in this '
section. Private restrictions, zoning, building codes, historic district controls, and environmental regulations are
considered, if applicable to the subject site. Permitted uses of the subject’s Residential Mixed Medium Density
(RM) zoning were listed in the Zoning Analysis section. The subject has deed restrictions that restrict the
subject's use to affordable multifamily housing. The potential use that meets the requirements of the legal
permissibility test is therefore affordable multifamily residential development. Overall, legal factors support
affordable multi-family apartment uses for the subject site.

Physical & Locational Factors

Regarding physical characteristics, the subject site is |-shaped in shape and has level topography with
average/good access and average/good exposure. The subject is surrounded by residential and commercial
uses, as well as undeveloped land and a nature reserve. Given the subject’s location and surrounding uses,
the subject site is desirable for residential development. Although a mixed-use area, residential is the
predominant land use with various retail and commercial uses along primary arterials Of the outright permitted
uses, physical and locational features best support affordable multi-family use (as stipulated by the subject's
regulatory agreements) for the site’s highest and best use as-vacant.

Feasibility Factors ‘

The financial feasibility of those uses that meet the legal and physical tests discussed is analyzed further in this
section. Supply and demand conditions affect the financial feasibility of possible uses. Indicators of feasibility,
which typically indicate favorable or non-favorable supply and demand conditions, include construction
financing and proposed projects. Financial feasibility factors generally support immediate development of the
subject site.

As-Vacant Conclusion

Based on the previous discussion, the subject’s highest and best use as-vacant is concluded to be affordable
multi-family use.

As-Improved Analysis

The subject’s affordable multi-family apartment use (as-improved) is a conforming use by the RM zoning. The
legal factors influencing the highest and best use of the subject property support the existing use. The subject’s
improvements were constructed in 1977 and have a remaining economic life of 30 years based on my
estimate. The project is of average/good quality construction and in average/good condition, with adequate
service amenities. Legal, physical, locational and marketability factors support the existing use as the highest
and best use of the subject site.

In addition to legal, physical and locational considerations, analysis of the subject property as-improved
requires the treatment of alternative uses for the property. The five possible alternative treatments of the
property are demolition, expansion, renovation, conversion, and the subject’'s use “as-improved". Among the
five alternative uses, contfinued use as affordable multi-family apartments is the Highest and Best Use of the
subject property as-improved.
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INTRODUCTION

The following presentation of the appraisal process deals directly with the valuation of the subject property. The
As-Is Market Value of the subject’s fee simple interest is estimated using the Sales Comparison Approach,
which is recognized as the standard appraisal technique for commercial land. The Cost and Income
Capitalization Approaches are not applicable when valuing unimproved commercial land and are therefore
excluded. Their exclusion is not detrimental to the reliability or credibility of the final value conclusion.

SALES COMPARISON APPROACH

The Sales Comparison Approach is based on the principle of substitution, which asserts that no one would pay
more for a property than the value of similar properties in the market. This approach analyzes comparable
sales by applying transactional and property adjustments in order to bracket the subject property on an
appropriate unit value comparison. The sales comparison approach is applicable when sufficient data on
recent market transactions is available. Alternatively, this approach may offer limited reliability because many
properties have unique characteristics that cannot be accounted for in the adjustment process.
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LAND VALUATION

As previously discussed within the Valuation Methods section, the subject is valued as one marketable
economic site in this appraisal. Land value is influenced by a number of factors; most prominent of which is
development and use potential. These factors, as well as others, are considered in the following analysis.

UNIT OF COMPARISON

The most relevant unit of comparison is the price per square foot. This indicator best reflects the analysis used -
by buyers and sellers in this market for fand with similar utility and zoning in this marketplace.

COMPARABLE SELECTION

A thorough search was made for similar land sales in terms of proximity to the subject, size, location,
development potential, and date of sale. In selecting comparables, emphasis was placed on confirming recent
sales of commercial sites that are similar to the subject property in terms of location and physical
characteristics. Overall, the sales selected represent the best comparables available for this analysis.

ADJUSTMENT PROCESS

Quantitative adjustments are made to the comparable sales. The following adjustments or general market
trends were considered for the basis of valuation.

Transactional Adjustments

Dollar adjustments to the comparable sales were considered and made when warranted for transactional
adjustments in the sequence shown below:

Property Rights Transferred  The valuation of the subject site was completed on a fee simple basis. If
warranted, leased fee, leasehold and/or partial interest land sales were
adjusted accordingly.

Financing Terms The subject site was valued on a cash equivalent basis. Adjustments were
made to the comparables involving financing terms atypical of the marketplace.

Conditions of Sale This adjustment accounts for extraordinary motivation on the part of the buyer
or seller often associated with distressed sales and/or assemblages.

Expeﬁditures After Purchase Adjustments were applied if site conditions warranted expenditures on the part
of the buyer to create a buildable site. Examples include costs for razing pre-

existing structures, general site clearing and/or mitigation of environmental
issues.

Market Conditions Market conditions adjustments were based on a review of historical sale data,
market participant interviews and review of current versus historical pricing.
Based on my research, the following table summarizes the market conditions
adjustment applied in this analysis.

Per Year As Of December 2015 (As-Is) 6%

Based on research and interpretation of value trends, a flat market conditions adjustment has been applied in
this analysis. The analysis applies an upward market conditions adjustment of 6% annually reflecting the
conditions between the oldest comparable sale date up through the effective valuation date.

Property Adjustments
Quantitative percentage adjustments are also made for location and physical characteristics such as size,
shape, access, exposure, topography, zoning and overall utility. Where possible the adjustments applied are
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based on paired data or other statistical analysis. For example, location adjustments are based primarily on
review of land values in the market areas for the comparables relative to the subject. It should be stressed that
the adjustments are subjective in nature and are meant to illustrate my logic in deriving a value opinion for the
subject site. ‘

LAND VALUATION PRESENTATION
The following Land Sales Summation Table, Location Map and datasheets summarize the sales data used in

this analysis. Following these items, the comparable land sales are adjusted for applicable elements of
comparison and the opinion of site value is concluded.

Name Multi-Family MF Land A Residential Site MF Land A Residential A Residential A muttifamily site
Address 1555 Turk Street 953 Treat Ave 1298 How ard Folsom St~ 350 8th Street 801 Brannan 800 Indiana
City San Francisco  San Francisco  San Francico San Francisco  San Francisco  San Francisco San Francisco
State CA CA CA CA CA CA CA

Zip 94115 94110 94103 94105 94103 94103 94107

County San Francisco  San Francisco  San Francisco San Francisco San Francisco  San Francisco San Francisco
APN 0754-028 3639-028 3728-019, 024,  3738-004 3766-003, 015  3783-001 4105-009

SF 64,046 4,792 38,111 79,279 144,123 226,874 116,455
Location Good Good Good Excellent Good/Excellent  Good Average
Exposure Average/Good  Average/Good  Average/Good  Good Average/Good  Average Average/Good
Access Average/Good  Average/Good  Average/Good  Average/Good  Average/Good  Average/Good  Average/Good
Shape L-Shaped Irregular . Rectangular Rectangular Rectangular Rectangular Irregular

Site Utility Rating Average/Good  Average Average Average Average Average Average
Zoning RM umu RCD/MUG/W P WMUG umu UMy

Corner No No Yes Yes

Topography Level Level .
Easements Standard Standard

Level

Date 3/26/2015 11/15/2013 10/10/2013 5/28/2013 2/26/2013 4/22/2015

Status Recorded Recorded Recorded Recorded Recorded in Contract
Rights Transferred Fee Simple Leased Fee  Fee Simple Fee Simple Fee Simple Fee Simple
Transaction Price $1,900,000 $11,200,000 '$30,571,100 $44,000,000 $40,130,000 $26,000,000
Analysis Price $1,900,000 $11,200,000 $30,571,100 $44,130,000 $41,380,000 $26,000,000

$/SF Land $396.49 $293.88 $385.61 $3086.20 $182.39 $223.26
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LAND SALES LOCATION MAP

Geolo
COMP DISTANCE ADDRESS SALEDATE ACRES SF $/SF
SUBJECT - 1555 Turk Street, San Francisco, CA - 1.5 64,046 $330.00
No. 1 2.1 Mles 953 Treat Ave, San Francisco, CA 3/26/2015 0.1 4,792 $396.49
No. 2 1.2 Miles 1298 How ard Street, San Francico, CA 11/15/2013 0.9 38,111 $293.88
No. 3 2.2 Miles Folsom St-Transbay Block 6, San Francisco, CA 10/10/2013 1.8 79,279 $385.61
No. 4 1.5Mies 350 8th Street, San Francisco, CA 5/28/2013 3.3 144,123 $306.20
No. 5 1.8 Miles 801 Brannan Street, San Francisco, CA 2/26/2013 52 226,874 $1 82.39
No. 6 2.7 Miles 800 Indiana Street, San Francisco, CA 41222015 27 116,455 $223.26
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yName
Address

City, State, Zip Code
County

MSA

APN

Buyer

Seller
TransactionDate
Transaction Status
Transaction Frice
Analysis Price
Recording Number
Rights Transferred
Dow n Payment
Financing
Conditions of Sale
Marketing Time

Allowed Use
Location
Site Size

Net

Gross

Zoning

Development Potentiat
Density

Shape

Topography -
Access

Exposure

Corner

Easements
Environmental Issues
Utilities

MF Land
953 Treat Ave

San Francisco, CA, 94110

8an Francisco

San Francisco-Oakland-San Jose, CA CMS:

3639-028

953 Treat Avenue Lp

James W & Barbara G Heinzer

03/26/2015
Recorded
$1,900,000
$1,900,000
38839

Fee Simple
$670,000
$1.9M conv
None

56 Day(s)

Multi-residential

Good

Acres SF
0.11 4,792
0.11 4,792 .
UMU

16 Units

1456.45 Units/Net Acre
Irregular
Level

Average/Good

Average/Good
No

Standard
None Noted
All

22H9
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Price $/Acre $/SE
" Gross $17,272,727 $396.49
Net $17,272,727 $396.49

Louis Cornejo
Urban Group Real Estate
Source CoStar

Date 12/24/2015

The subject property was $1.9 million on 3/26/2015. This consists of 2 parcels
of land approximately .11-acre. The property is zoned for UMU- Urban Mxed
Use that can accommodate 9-16 residential condo's. There is a existing
structure on the property and project may commence sometime next year.

Escrow length w as approximately 30 days.




Name
Address

City, State, Zip Code
County

MSA

APN

Buyer

Seller
TransactionDate
Transaction Status
Transaction Price
Analysis Price
Rights Transferred
Dow n Payment
Financing
Conditions of Sale

A Residential Site

1298 How ard Street

San Francico, CA, 94103
San Francisco

San Francisco-Oakland-San Jose, CA CMS: 1 3
3728-019, 024, 025, 086, 087

Worldco Company, LTD
Werbe TR Properties Inc.
11/16/2013

Recorded

$11,200,000
$11,200,000

Leased Fee
$11,200,000

All Cash

None

. CV150253

Allow ed Use

Intended Use
Location
Site Size
Net
Gross
Zoning
Development Potential
Density
Shape
Topography
Access
Exposure
Corner
Easements
Environmental Issues
Utilities

Multi-residential
Land - Multi-Family
Good

Acres SF
0.87 38,111
0.87 38,111
RCD/MUG/W

130 Units

149.43 Units/Net Acre
Rectangular

Level

Average/Good

Average/Good

Yes

Standard

Site Assumed Clean
All

Price $/Acre $/SE
Gross $12,873,563 $293.88
Net $12,873,5663 $293.88

Name Alvin Chan

Company Worldeo Company Ltd

Source Buyer

Date 02/13/2014

This is the sale of land that could be redeveloped into a multifamily complex
with up to 130 units. According to the buyer representative and confirmed by
the city of San Francisco, the site is not currently entitled, but is currently
improved as a Chevron service station with a lease that runs for another five
years. According to the buyer representative, the property w as not marketed;
it was a pocket listing. The buyer ultimately intended to redevelop the site; the
interim income was deemed to be beneficial whilst obtaining the necessary
permits for redevelopment. The buyer representative indicated that the
purchase price was inclusive of this interim income benefit (estimated annual
net income was 3% of the overall purchase price). No unusual terms were
noted.
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Name

Address

City, State, Zip Code
County

MSA

APN

Buyer
Seller
TransactionDate
Transaction Status
Transaction Price
Analysis Frice
Recording Number
Rights Transferred
Dow n Payment

Allow ed Use
Location
Site Size

Net

Gross
Zoning
Development Potential
Density
Shape
Topography
Access
Exposure
Corner

Easements

Environmental Issues
Utilities

V150263

MF Land
Folsom St-Transbay Block 6

San Francisco, CA, 94105
8an Francisco

San Francisco-Oakland-San Jose, CA CMS;

3738-004

Bentall Kennedy
Transbay Joint Pow ers Authority

10/10/2013

Recorded

$30,571,100

$30,571,100

J768-0905

Fee Simple $/Acre $/SF

$30,000,000 $16,797,308 $385.61
$16,797,308 $385.61

o

Multi-residential

Excellent Name No broker involved

Acres SF Company

1.82 79,279 Source CoStar

1.82 79,279 Date 1212412015

P

545 Units On the 10th of October 2013, the 1.82 acre site known as Transbay Block 6
299,45 Units/Net Acre was sold for $30.571 million, or about $16.8 million per acre. Block 6 is entitled

for a 545-unit, 300-foot apartment tower on the corner of Folsom, Beale, and
Fremont Streets. The apartment building can be found by searching CoStar for
Level PID: 9241431, This was a direct deal between the city and Bentall Kennedy.
Information from this comp has been confirmed.

Rectangular

Average/Good
Good

Yes

Standard
None Noted
All




Name

Address

City, State, Zip Code
County

MSA

APN

Buyer
Seller
TransactionDate
Transaction Status
Transaction Price
Analysis Price
Recording Number
Rights Transferred
Dow n Payﬁent
Financing
Conditions of Sale
Allow ed Use
Intended Use
Location
Site Size

Net

Gross
Zoning
Development Potential
Density
Shape
Topography
Access
Exposure
Corner
Easements
Environmental issues
Utilities

Multi-residential

A Residential Land Site
350 8th Street

San Francisco, CA, 94103

8an Francisco

San Francisco-Oakland-San Jose, CA CMS:

3756-003, 015

AERC 8th and Harrison, LL.C
Werbe RT Properties inc.

05/28/2013
Recorded
$44,000,000
$44,130,000
669060

Fee Simple
$44,000,000
All Cash

5

Land - Multi-Family
Good/Excellent

Acres SF
3.31 144,123
3.31 144,123

- WMUG

410 Units

123.87 Units/Net Acre
Rectangular

Level

Average/Good
Average/Goed

Yes

Standard

Site Assumed Clean
All
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$/Acre $/SE
Gross $13,332,326 $306.20
Net $13,332,326 $3086.20

Name Jeffrey Friedman

Company Associated Estates Realty
Source Buyer's Representative
Date Confidential

This is the sale of a residential redevelopment site. According to the city of
San Francisco planning documents, the site has been entitled for an eight
building mixed-use developrment consisting of 410 residential units, 22,280 SF
of retaillcommercial space, 10,600 SF of arts activity/PDR space, 9,400 SF of
office space, and underground parking. No value was considered for the
existing improvements and we have considered a $5/SF demolition cost for
said improvements (26,000 SF). No unusual terms or conditions w ere noted.
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Name

Address

City, State, Zip Code
County

MSA

APN

A Residential Land Site
801 Brannan Street

San Francisco, CA, 84103
San Francisco

San Francisco-Oakland-San Jose, CA CMS;
3783-001

Buyer

Seller
TransactionDate
Transaction Status
Transaction Price
Analysis Price
Recdrding Number
Rights Transferred
Dow n Payment
Financing
Conditions of Sale

Allow ed Use

Intended Use
Location
Site Size
Net
Gross
Zoning
Development Potential
Density
Shape
Topography
Access
Exposure
Corner
Easements
Environmental Issues
Utilities

Archstone Concourse LL.C
BW Brannan St, LLC
02/26/2013

Recorded

$40,130,000

$41,380,000

608470

Fee Simple

$40,130,000

Ali Cash

None |

Multi-residential

Land - Multi-Family
Good

Acres SF
6.21 226,874
5.21 226,874
umMu

432 Units

82.92 Units/Net Acre
Rectangular

Level

Average/Good

Average

Yes

Standard

Site Assumed Clean
All

CVA150253
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Price $/Acre $/SF
‘Gross $7,942,418 $182.39
Net $7,942,418 $182.39

Name CBRE

Company
Source Appraiser
Date 02/13/2014

This is the sale of a residential development site improved with an industrial
building at the time of sale (exhibition center). The site transferred with
entitlements for the construction of a six-story, 68-foot buildings of up to 432
dwelling units, approximately 19,650 SF of ground floor retail, and up to 422
parking spaces. A demo cost at $10/SF was estimated to account for the
existing building (125,000 SF). Archstone will not begin construction until 2014.
This site was sold with 55 Division w hich is located across the street. twas
noted that this site sold for less than the 55 Division site due to the proposed
low-income housing units at 801 Brannan. No unusual terms or conditions
were noted.




Name

Address

City, State, Zip Code
County

MSA

APN

Buyer

Seller
TransactionDate
Transaction Status
Transaction Price
Analysis Price
Rights Transferred
Financing
Conditions of Sale

Allow ed Use
Intended Use
Location
Site Size
Net
Gross
Zoning
Development Potential
Density
Shape
Topography
Access
Exposure
Corner
Easements
" Environmental lssues
Utilities
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L
A multifamily site e —
800 Indiana Street
San Francisco, CA, 94107
San Francisco
San Francisco-Oakland-San Jose, CA CMS:

4105-009

Archstone

San Francisco Opera Association

04/22/2015

In Contract

$26,000,000

$26,000,000

Fee Simple

Conventional Price $/Acre $/SE

None Gross $9,737,828 $223.26
‘ Net $9,737,828 $223.26

Multi-residential

Multi-residential ~ Apartments Name Darren Kuiper

Average Company Colliers International

Acres SF Source Confidential

2,67 116,455 Date Confidential

2.67 116,455

umMu According to sources familiar to the property, the property is currently in
326 Units contract with Archstone to purchase an improved site fromthe San Francisco

Opera for approximately $26 MM. Archstone is proposed to replace the single-
story metal-sided w arehouse with a tw o-building, 326 unit multifamily project.
Irregular Archstone is currently working on obtaining the proper permits to redevelop.
No unusual terms or conditions w ere noted.

122.10 Units/Net Acre

Level

Average/Good

Average/Good
No

None

None Noted
All
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Name Multi-Family MF Land A Residential Site MF Land A Residential

Address 1555 Turk Street 953 Treat Ave 1298 Howard Folsom St- /350 8th Street

APN 0754-028 3639-028 3728-019, 024, 02 3738-004 3766-003, 015 3783-001

SF 64,046 4,792 38,111 79,279 144,123 226,874
Location Good Good Good Excellent Good/Excellent  Good
Exposure Avérage/Good Average/Good  Average/Good  Good Average/Good  ‘Average
Access Average/Good  Average/Good  Average/Good  Average/Good  Average/Good  Average/Good
Shape L-Shaped Irregular Rectangular Rectangular Rectangular

Site Utility Rating Average/Good  Average Average ' Average Average Average

Date 3/26/2015

10/10/201 5/28/2013

Recorded Recorded

Fee Simple Fee Simple

$30,571,100 $44,130,000

$385.61 $306.20 $182.39

A Residential
801 Brannan

Rectangular

2/26/2013
Recorded
Fee Simple

$41,380,000

CV1502583 -

A multifamily site
800 Indiana
4105-009
116,455
Average
Average/Good
Average/Good
Irregular
Average

4/22/2015

In Contract
Fee Simple
$26,000,000
$223.26

11/16/2013
Status Recorded Recorded
Rights Transferred Fee Simple Leased Fee
Analysis Price $1,900,000 $11,200,000
Price/SF $396.49 $293.88
Property Rights 0% 0%
Conditions of Sale 0% 0%

Financing
Market Conditions?

0% 0% 0%
0% 0%
0%
18%

0%
~5%
0%
4%

Subtotal Transactional Adj Pric

Location

Size -10%
Exposure ‘ 0%
Access 0%
Shape » 0%
Density 0%

5% 10% 25%
-10% 0% 10%
0% 0% 0%
0% 0% 0%
-5% 0% - 5%

10%
0%
0%
0%
0%

Subtotal Property Adjus tment

STATISTICS UNADJUSTED  ADJUSTED
Low $182.39 $264.70
HIGH $396.49 . $374.68
MEDIAN $300.04 $333.58
AVERAGE $297.97 $330.13

t iarket Conditions Adi '

ate of Value
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CALCULATION OF VALUE

The comparable land sales indicate an adjusted value range from $264.70 to $374.68/SF, with a median of
$333.58/SF and an average of $330.13/SF. Based on the results of the preceding analysis, Comparable 1
($374.68/SF adjusted), Comparable 2 ($315.48/SF adjusted), Comparable 3 ($351.68/SF adjusted),
Comparable 4 ($372.95/SF adjusted), Comparable 5 ($301.31/SF adjusted) and Comparable 6 ($264.70/SF
adjusted) are given primary consideration for the subject's opinion of land value. With equal emphasis on each
of the subject comparables | conclude near the middle of the range at $330/SF as indicated in the table below.

Based on the results of the preceding analysis, all comparables are given primary consideration for the sale
price per square foot conclusion as each comparable required similar types and amounts of adjustment
therefore, all of the adjusted comparables are considered primary indicators. With similar emphasis on each
comparable, we conclude near the middle of the comparable range at $330/SF.

The following table summarizes the analysis of the comparables, reports the reconciled price per square foot
value conclusion, and presents the concluded value of the subject site.”

ON.OF LAN
ANALYSIS ADJUSTMENT NET GROSS OVERALL
COMP PRICE TRANSACTIONAL' ADJUSTED PROPERTY? FINAL ADJ % ADJ% COMPARISON
1 $396.49 5% $416.31 ~10% $37468 6% 15% PRIMARY
2 $293.88 13% $332.08 8% $31548 7% 1 8% PRIMA RY
3 $385.61 14% $439.60 -20% $351.68 -9% 44% PRIMARY
4 $306.20 16% $365.19 5% $37295 22% 31% PRIMARY
5 $182.39 18% . $216.22 40% $301.31 65% 58% PRIMARY
6 $223.26 -1% $220.58 20% $264.70 19% 29% PRIMARY
LoOwW $264.70 AVERAGE $330.13
HIGH $374.68 MEDIAN $333.58
COMPONENT SUBJECT SF $/SF CONCLUSION ° VALUE
TOTAL PROPERTY 64,046 X $330.00 = $21,140,000
‘Cumulative *Additive ‘ Rounded fo nearest $10,000

ADJUSTMENTS TO LAND VALUE

To reflect conditions in effect at the subject property as the date of value, adjustments to preceding land value
were necessary for a one-time discounted land value adjustment due to the affordable multi-family use deed
restrictions. The following discussion summarizes my support of the value adjustments.

Due to the long length of the lease (99 years) we conclude that the improvements will have no reversionary
value, therefore, the value of the ground lease is tantamount to a fee simple value of the land as if vacant.

One Time Adjustment

Due to the restricted rents for affordable multi-family use, and the fact that the deeded restriction runs with the
land if sold, we found it necessary to apply a discount to the market value. We derived the discount by
examining market rents versus restricted rents in the San Francisco market area.

We found six rentals of studio apartments showing market rents as well as restricted rents and derived the
discount for each. The discounted rents ranged from 46% to 86% and the average discount for all comparables
was 66%; however, the subject will be restricted to 60% of Area Median Income (AMI) which indicates a
current rounded studio rent of $1,220/month (assuming a $75 utility allowance). Relative to market rent, the
approved restricted rent for the subject indicates a discount of 55%). Based on this analysis, | conclude a 55%
discount off of the unencumbered market value of the land as indicated in the table below:

L OVIS0283.
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CV150283. ..~

Address #Units AvgUnitSF  YrBIt  Unit Type Nl';'nkt? Re;:':f;ed % Discount
737 Post St, San Francisco, CA 137 326 1989 Studio $2,547 $1,368 46%
737 Post St, San Francisco, CA 10 400 1989 Studio $2,712 $1,386 49%
2235 Third St, San Francisco, CA 33 406 2012 Studio $2,845 $546 81%
21 Clarence F, San Francisco, CA 12 353 2012 Studio $2,706 $372 86%
150 Van Ness Ave, San Francisco, CA 24 441 2016 Studio $3,000 $941 69%
1600 15th St, San Francisco, CA 28 518 2013 Studio $2,500 $939 62%
Averages 407 $2,718 $925
60% AMI Rent $1,222
Concluded $1,220

Discount -55%
Market Value of the Land . $21,140,000

Less the Discount due to Deed Restrictions -55%

Restricted Value of the Land $9,487,725 $9,500,000

LAND VALUE CONCLUSION

The Sales Comparison Approach was utilized for valuation of the subject site, as it best reflects the decision-
making of buyers and sellers of affordable multi-family land in the local marketplace. The purpose of this
appraisal is to develop an opinion of the As-Is Market Value of the subject property’s leased fee interest. The
following table conveys the final opinion of market value of the subject property that is developed within this

appraisal report:

The subject property’s land value is impacted by the affordable housing multi-family use deed restriction.
Therefore we discounted the market value of the land in order to reflect the restricted land value.

My opinion of value reflects current conditions and the likely actions of market participants as of the date of
value. It is based on the available information gathered and provided to us, as presented in this report, and
does not predict future performance. Changing market or property conditions can and likely will have an effect

on the subject's value.

AS-IS
VALUATION INDICES MARKET VALUE
INTEREST APPRAISED LEASED FEE
DATE OF VALUE DECEMBER 29, 2015

$/SF

Exposure Time
Marketing Pericd

$148/SF
Six Months or Less

Six Months or Less




| certify that, to the best of my knowledge and belief:

The statements of fact contained in this report are true and correct.

The reported analyses, opinions, and conclusions of the signer are limited only by the reported
assumptions and limiting conditions, and are my personal, impartial, and unbiased professional analyses,
opinions, and conclusions.

The signer of this report has no present or prospective interest in the property that is the subject of this
report, and no personal interest with respect to the parties involved.

Phil Sarazen has performed no services, as an appraiser or in any other capacity regarding the property

that is the subject of this report within the three-year period immediately preceding acceptance of this
assignment.

The signer is not biased with respect to the property that is the subject of this report or to the parties
involved with this assignment.

The engagement in this assignment was not contingent upon developing or reporting predetermined
results.

The compensation for completing this assignment is not contingent upon the development or reporting of a
predetermined value or direction in value that favors the cause of the client, the amount of the value
opinion, the attainment of a stipulated result, or the occurrence of a subsequent event directly related to the
intended use of this appraisal.

The reported analysis, opinions, and conclusions were developed, and this report has been prepared, in
conformity with the Uniform Standards of Professional Appraisal Practice and the Code of Professional
Ethics and Standards of Professional Appraisal Practice of the Appraisal Institute.

Phil Sarazen did not inspect the property that is the subject of this report.

No one provided significant real property appraisal assistance to appraiser signing this certification.

The use of this report is subject to the requirements of the Appraisal Institute relating to review by its duly
authorized representatives.

As of the date of this report Phil Sarazen has completed the Standards and Ethics Education Requirement for
(Candidates) of the Appraisal Institute.

—

s

March 17, 2016

Phil Sarazen Date
Senior Valuation Specialist

Certified General Real Estate Appraiser

State of California License #AG003244

+1 559 256 0156 '

phil.sarazen@colliers.com
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This appraisal is subject to the following assumptions and limiting conditions:

The appraiser may or may not have been provided with a survey of the subject property If further
verification is required, a survey by a registered surveyor is advised.

We assume no responsibility for matters legal in character, nor do we render any opinion as to title, which
is assumed to be marketable. All existing liens, encumbrances, and assessments have been disregarded,
unless otherwise noted, and the property is appraised as though free and clear, under responsible
ownership, and competent management.

The exhibits in this report are included to assist the reader in visualizing the property. We have made no
survey of the property and assume no responsibility in connection with such matters.

Unless otherwise noted herein, it is assumed that there are no encroachments, zoning, or restrictive
violations existing in the subject property.

The appraiser assumes no responsibility for determining if the property requires environmental approval by
the appropriate governing agencies, nor if it is in violation thereof, unless otherwise noted herein.

Information presented in this report has been obtained from reliable sources, and it is assumed that the
information is accurate.

This report shall be used for its intended purpose only, and by the party to whom it is addressed.
Possession of this report does not include the right of publication.

The appraiser may not be required to give testimony or to appear in court by reason of this appraisal, with
reference to the property in question, unless prior arrangements have been made therefore.

The statements of value and all conclusions shall apply as of the dates shown herein.

There is no present or contemplated future mterest in the property by the appraiser which is not specifically
disclosed in this report.

Without the written consent or approval of the author neither all, nor any part of, the contents of this report
shall be conveyed to the public through advertising, public relations, news, sales, or other media. This
applies particularly to value conclusions and to the identity of the appraiser and the firm with which the
appraiser is connected.

This report must be used in its entirety. Reliance on any portion of the report independent of others, may
lead the reader to erroneous conclusions regarding the property values. Unless approval is provided by the
author no portion of the report stands alone.

The valuation stated herein assumes professional management and operation of the buildings throughout the
lifetime of the improvements, with an adequate maintenance and repair program.

-The liabiiity of Colliers International Valuation & Advisory Setrvices, its principals, agents, and employees is

limited to the client. Further, there is no accountability, obligation, or liability to any third party. If this report is
placed in the hands of anyone other than the client, the client shall make such party aware of all limiting
conditions and assumptions of the assignment and related discussions. The appraiser is in no way responsible
for any costs incurred to discover or cotrect any deficiency in the property.

The appraiser is not qualified to detect the presence of toxic or hazardous substances or materials which
may influence or be associated with the property or any adjacent properties, has made no investigation or
analysis as to the presence of such materials, and expressly disclaims any duty to note the degree of fault.
Colliers International Valuation & Advisory Services and its principals, agents, employees, shall not be
liable for any costs, expenses, assessments, or penalties, or diminution in value, property damage, or
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personal injury (including death) resulting from or otherwise attributable to toxic or hazardous substances
or materials, including without limitation hazardous waste, asbestos material, formaldehyde, or any smoke,
vapors, soot, fumes, acids, alkalis, toxic chemicals, liquids, solids or gasses, waste materials or other
irritants, contaminants or pollutants.

¢ The appraiser assumes no responsibility for determining if the subject property complies with the
Americans with Disabilities Act (ADA). Colliers International Valuation & Advisory Services, its principals,
agents, and employees, shall not be liable for any costs, expenses, assessments, penalties or diminution in
value resulting from non-compliance. This appraisal assumes that the subject meets an acceptable level of
compliance with ADA standards; if the subject is not in compliance, the eventual renovation costs and/or
penalties would negatively impact the present value of the subject. If the magnitude and time of the cost
were known today, they would be reduced from the reported value conclusion.

e An on-site inspection of the subject property was conducted. No evidence of asbestos materials on-site
was noted. A Phase 1 Environmental Assessment was not provided for this analysis. This analysis
assumes that no asbestos or other hazardous materials are stored or found in or on the subject property. If
evidence of hazardous materials of any kind occurs, the reader should seek qualified professional
assistance. If hazardous materials are discovered and if future market conditions indicate an impact on
value and increased perceived risk, a revision of the concluded values may be necessary.

o A detailed soils study was not provided for this analysis. The subject's soils and sub-soil conditions are
assumed to be suitable based upon a visual inspection, which did not indicate evidence of excessive
settling or unstable soils. No certification is made regarding the stability or suitability of the soil or sub-soil
conditions. :

"~ o This analysis assumes that the financial information provided for this appraisal, including rent rolls and
historical income and expense statements; accurately reflect the current and historical operations of the
subject property.
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'MAIN+1 916.724.5500 .

L FAX;+1:916.724.5600:
WEB: www colllars comlva!uatlonadwsory

December 1, 2015

John E. Larson ' B
Senior Valuation Services Director

Dir +1 5659 221 7391

john.larson@colliers.com

Al Reynolds, Agent

Laurel Gardens of Bethel AME Church, Inc.
c/o Alton Management Corporation

2934 Telegraph Avenue

Oakland, CA 94609

510.663.0177

RE: Appraisal of Laurel Gardens Apartments
Dear Mf. Reynolds:
Thank you for considering Colliers International Valuation & Advisory Services, LLC for the assignments identified in the attached

Professional Service Agreement. Please sign one copy of the agreement and return it to me, thereby indicating your authorization for us
to proceed with this assignment and your acceptance of the attached Terms and Conditions.

PROFESSIONAL SERVICE AGREEMENT

(“Agreement”)

PrOJect Laurel Garden Apartments (' Propeny )

Location: | 1555 Turk Street San Francisco CA i R T ) T
Project Description: 52-Unit Apartment Complex,

Parties: - Coliiers International Valuation & Advisory Services, LLC (‘CIVAS") and Laurel Gardens of Bethel AME Church, Inc. (herein

at times referred to as “Client”)

"Intended User: The appraisal will be prepared for Laurel Gardens of Bethel AME Church, inc. intended users include the Client, Laurel
Gardens of Bethel AME Church, L.P, and Fannie Mae. No other users are intended.

1t shouid be noted that if this engagement is directly with the owner of the Property, typically the Appraisal may not
be accepted by many federally insured fenders due to FIRREA Compliance, limiting the use of this report for many
potential lenders. Should this potentially impact your source of lenders, we recommend engagement be directed
by a Federally Insured Lender.

Intended Use: The report to be performed under this Agreement (“Appraisal”) is intended only for use in financing purposes. The report is
not intended for any other use.

Purpose: Lease Fee of the Land (Ground Lease)

Type of Appraisal: CIVAS will produce an Appraisal Report in which the appraiser’s analysis and conclusions will be fully described within this
document.

Rights Appraised: Leasehold (Land)

Date of Value: Date of report.

Colliers International Valuation & Advisory Services, and certain of its subsldiaries, is an independently owned and operated business and a member firm of Colliers Intemational
Property Consuitants, an affifiation of independent companies with over 500+ offices throughout more than 62 countries worldwide. Collier's Valuation & Advisory Services is the
licensed market identity for FirstService PGP Valuation.
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“Seops of Worki

CIVAS andlor its designated affiliate will provide the Appraisal in accordance with USPAP, and the Code of Ethics and
Certifications Standards of the Appraisal Institute and State Licensing Laws. CIVAS will inspect the property, research
relevant market data, and perform analysis to the extent necessary to produce credible appraisal results. Based on our
discussions with the Client, the Client has requested the following valuation scenarios: Ground Lease — As |s Market Value
of Leased Fee. CIVAS anticipates developing the following valuation approaches:

» Al applicable approaches

Please note if it's a requirement per your underwriting or guidelines to have all approaches to value, although
some approaches may be limited in application.

The scope of work will be included in the Appraisal. A copy of the Assumptions and Limiting Conditions, which appear in
the Appraisal, is available upon request. .

Deflivery:

| Fees do not include all associated expenses; associated expenses will not exceed _N/A and will be biled sepa
o, of Reperis T

Draft Appraisal: Delivered two (2) weeks from the date of authorization and receipt of property specific information.

Final Appraisal: Delivered three (3) days after completion of client review and authorization to deliver final report(s).

tional reparts will be provided at $260.00'a cop

One (1) Electronic Draft Appraisal, One (1) Electronic Final Appraisal and Two (2) printed Color Final Appraisal (at the
request of Client)

Retainer:

50% retainer is required, due on engagement

Payment Terms:

CIVAS will invoice Client for the Appraisal in its entirety at the completion of the assignment. Final payment is due and
payable within five (5) business days upon delivery of the electronic copy of the Final Appraisal or within thirty (30) days of
your receipt of our Draft Appraisal, whichever is sooner. |f a Draft Appraisal is requested, the fee is considered earned upon
delivery of our Draft Appraisal.

Acceptance Date:

These specifications are subject to modification if this Agreement is not accepted within 3 business days from the date of

this letter.

ITEMS NEEDED

. None Needed .

In addition to the items requested above, please forward any additional materials you would consider relevant in the analysis
of the subject property.
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Terms and Conditions .

The attached Terms and Conditions and Specific Property Data Request are deemed a part of this Agreement as though set forth in full
herein. The following is a list of information we will need to begin our analysis. Please forward with the Agreement or as soon as
possible. .

The Appraisal is for the sole use of the Client; however, Client may provide only complete, final copies of the Appraisal report in its
entirety (but not component parts) to third parties who shall review such reports in connection with loan underwriting or securitization
efforts. CIVAS is not required to explain or testify as to appraisal results other than to respond to the Client for routine and customary
questions. Please note that our consent to allow the Appraisal prepared by CIVAS or portions of such Appraisal, to become part of or
be referenced in any public offering, the granting of such consent will be at our sole and absolute discretion and, if given, will be on
condition that CIVAS will be provided with an Indemnification Agreement and/or Non-Reliance letter, in a form and content satisfactory
to CIVAS, by a party satisfactory to CIVAS. CIVAS does consent to your submission of the reports to rating agencies, loan participants
or your auditors in its entirety (but not component parts) without the need to provide CIVAS with an Indemnification Agreement and/or
Non-Reliance letter.

CIVAS hereby expressly grants to Client the right to copy the Appraisal and distribute it to other parties in the transaction for which the
Appraisal has been prepared, including employees of Client, other lenders in the transaction, and the borrower, if any.

Our ability to honor the terms of this Agreement will require Client's response within three (3) business days. If you have questions
regarding the enclosed, please feel free to contact me. CIVAS appreciates this opportunity to be of service to you on this assignment
and looks forward to serving you. If you have additional questions, please contact us.

I, Al Reynolds, Principal of Alton Management Corporation, as Agent for Laurel Gardens of Bethel AME Church, Inc., agree to the
above stated terms and authorize Colliers International Valuation & Advisory Services, LLC to prepare the above referenced appraisal.

Date:

Al Reynolds, Aiton Management Corporation
Agent for Laurel Gardens of Bethel AME Church, Inc.

Respecitfully,

Coliiers International Valuation & Advisory Services, LLC

4

SVt

F~

5,

John E. Larson

Senior Valuation Services Director
Dir +1 559 221 7391
john.larson@colliers.com
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TERMS AND CONDITIONS
“T&C”

The Appraisal will be subject to Colliers International Valuation & Advisory Services, LLC's (“CIVAS") Assumptions and Limiting
Conditions that are incorporated into each appraisal, and any Extraordinary Assumptions and Hypothetical Conditions that may be
incorporated into each appraisal.

Any capitalized, non-defined words shall have the same meaning as defined in the Agreement o which thesé T&Cs are attached.

Client is defined as the party signing the Agreement and shall be responsible for payment of the fees stipulated in the Agreement.
Payment of the fee for the Appraisal is not contingent on the appraised value(s) or the outcome of the report(s). Additional fees will
be charged on an hourly basis for any work that may exceed the scope of this proposal, including performing additional valuation
scenarios, additional research, and conference calls or meetings that may exceed the time allotted by CIVAS for an assignment of
this nature. If CIVAS is requested to cease working on the Appraisal for any reason prior to the completion of the appraisal(s),
CIVAS will be entitled to bill the Client for the time spent to date at CIVAS’ hourly rates for the personnel involved. The Client will
be billed a minimum $500 or at a rate of $250 per hour for associate time, $350 per hour for valuation services director, and $450
per hour for executive managing director. If the Client delays completion of the assignment beyond ninety (90) days, the fee may
be renegotiated. This may resulf in the total fee exceeding the original agreed fee agreed upon cost.

The fees and expenses shall be due CIVAS as agreed to in the Agreement and these T&Cs. Client agrees to pay all fees and
expenses, including attorney’s fees, incurred by CIVAS in connection with the collection or attempted collection of the fees and
expenses. In the event Client fails to make payments when due and payable, then from the date due and payable until paid the
amount due and payable, shall bear interest at 1.5% per month or the maximum rate permitted in the state in which the CIVAS
office executing the Agreement is located, whichever is greater.

The fee is due upon delivery of the final report or within thirty (30) days of your receipt of the draft report, whichever is sooner. If a
draft is requested, the fee is considered earned upon delivery of our draft report.

In the event that either party commences any legal action relating to the provisions of the Agreement including collection, the
prevailing party shall be entitled to its actual attorneys’ fees and costs, including those incurred upon appeal. The Agreement shall
be governed by and construed in accordance with the laws of the state where the CIVAS office executing the Agreement is
located. The venue of any action arising out of the Agreement shall be the county where the CIVAS office executing the
Agreement is located. Client will have up to fourteen (14) days from receipt of the Draft Appraisal to review and communicate its
review to CIVAS. CIVAS reserves the right to bill Client for additional appraisal efforts that may arise from the Client not responding
within with this time period.

All statements of fact in the Appraisal which are used as the basis of the CIVAS' analyses, opinions, and conclusions wxn be true
and correct to the best of the CIVAS' knowledge and belief. CIVAS does not make any representation or wairanty, express or
implied, as to the accuracy or completeness of the information or the state of affairs of the Property furnished to CIVAS by Client.

CIVAS shall have no responsibility for legal matters, questions of survey or title, soil or subsoil conditions, engineering, or other
similar technical matters. The Appraisal will not constitute a survey of the Property analyzed.

Client shall provide CIVAS with such materials with respect to the Appraisal as requested by CIVAS and which are in the
possession or under the control of Client. Client shall provide CIVAS with sufficient access to the Property to be analyzed and
hereby grants permission for entry, unless discussed in advance to the contrary.

The data gathered in the course of the Appraisal (except data furnished by Client) and the Appraisal prepared pursuant to the
Agreement are, and will remain, the property of CIVAS. With respect to data provided by Client, such data shall be confidential,
and CIVAS shall not disclose any information identified as confidential furnished to CIVAS. Notwithstanding the foregoing, CIVAS
is authorized by Client to disclose all or any portion of the Appraisal and the related data to appropriate representatives of the
Appraisal Institute if such disclosure is required to enable CIVAS to comply with the Bylaws and Regulations of such Institute as
now or hereafter in effect.

Unless specifically noted, CIVAS does not assume any duty fo analyze or examine the Property or adjacent property for the
possible presence of toxic and/or hazardous substances or materials (including but not exclusive to asbestos, PCB transformers,
or other toxic, hazardous, or contaminated substances and/or underground storage tanks (hazardous material), or the cost of
encapsulation or removal thereof) and accepis no liability regarding the issue. If such materials exist, CIVAS defers to the
expertise of professionals specifically trained in analyzing the cost to remediate, which will not be a part of the appraisal fee
proposal. The Appraisal will contain a comprehensive disclaimer to this effect.

CIVAS understands that there is no major or significant deferred maintenance in the Property which would require the expertise of
a professional cost estimator or contractor. If such repairs are needed, the estimates are to be prepared by others, and are not a
part of the fee contemplated in the Agreement.

Client acknowledges that CIVAS is being retained hereunder as an independent contractor to perform the services described
herein and nothing in the Agreement shall be deemed to create any other relationship between Client and CIVAS. The Agreement
shall be deemed concluded and the services hereunder completed upon delivery to Client of the Appraisal discussed herein.
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14) In the event of any dispute between Client and CIVAS relating to this Agreement, or CIVAS' or Client's performance hereunder,

15)

16)

17)

18)

1'9)

20)

21

22

)

~

CIVAS and Client agree that such dispute shall be resolved by means of binding arbitration in accordance with the commercial
arbitration rules of the American Arbitration Association, and judgment upon the award rendered by the arbitrator(s) may be
entered in any court of competent jurisdiction. Depositions may be taken and other discovery obtained during such arbitration
proceedings to the same extent as authorized in civil judicial proceedings in the state where the CIVAS office executing this
Agreement is located. The arbitrator(s) shall be limited to awarding compensatory damages and shall have no authority to award
punitive, exemplary or similar type damages. The prevailing party in the arbitration proceeding shall be entitled to recover from the
losing party its reasonable expenses, including the costs of arbitration proceeding, and reasonable attorneys’ fees.

Client agrees that its only remedy for losses or damages relating to the Agreement shall be limited to the amount of the appraisal
fee paid by the Client. Should the Client, or any other entitled party, make a claim against CIVAS, its directors, officers, employees
and other affiliates and shareholders, relating to this engagement or the appraisal(s), the maximum damages recoverabie from
CIVAS, its directors, officers, employees and other affiliates and shareholders, shall be the amount of funds actually collected by
CIVAS under the Agreement, and no claim shall be made for any consequential or punitive damages.

If CIVAS or any of its employees receives a subpoena or other judicial notification to produce documents or provide testimony
involving the Appraisal in connection with a lawsuit or related proceeding, CIVAS will notify the Client of receipt of the subpoena or
notification. However, if CIVAS is not part of the lawsuit or proceedings, Client agrees to compensate CIVAS for the professional
time required and to reimburse CIVAS for the expenses incurred in responding to any such subpoena or judicial notification,
including any attorneys’ fees, as they are incurred. CIVAS is to be compensated at the prevailing hourly rates of the personnel
responding to the subpoena or command for testimony.

If expert witness testimony is required in connection with the Appraisal, the following hourly rates will apply. The Client will be
billed at the rate of $250 per hour for associate time, $350 per hour for valuation services director, and $450 per hour for executive
managing director. The hourly billings pertain to court preparation, waiting and travel time, document review and preparation
(excludes appraisal report) and all meetings related to court testimony.

Client shall indemnify and hold CIVAS, its parent, subsidiaries, affiliates, its officers, directors, employees and agents (“CIVAS
Indemnities”), fully harmless against all losses, damages, claims, and expenses of any kind whatsoever (including costs and
reasonable attorneys’ fees), sustained or incurred by a third party as a result of the negligence or intentional acts or omissions of
Client (including any failure to perform any duty imposed by law), any misrepresentation, distortion or if Client fails to provide
complete and accurate information to CIVAS, for which recovery is sought against the CIVAS Indemnities by that third party;
however, such obligation to defend and indemnify shall not apply to the extent caused by the negligent act or willful misconduct of
CIVAS. Client shall indemnify and hold CIVAS Indemnities harmless from any claims, expenses, judgments or other items or costs
arising as a result of the Client's failure or the failure of any of the Client's agents to provide a complete copy of the Appraisal to
any third party. LIMITATION OF LIABILITY. EXCEPT FOR THE INDEMNIFICATION PROVISION ABOVE, ANYTHING IN THE
AGREEMENT TO THE CONTRARY NOTWITHSTANDING, UNDER NO CIRCUMSTANCES WHATSOEVER SHALL EITHER
PARTY BE LIABLE TO THE OTHER FOR ANY SPECIAL, CONSEQUENTIAL, PUNITIVE, OR INCIDENTAL DAMAGES OF ANY
KIND WHATSOEVER. EXCEPT FOR IN NO EVENT WHATSOEVER SHALL CIVAS' TOTAL LIABILITY TO CLIENT FOR
DIRECT DAMAGES UNDER THE AGREEMENT OR ANY OTHER DAMAGES WHATSOEVER EXCEED IN THE AGGREGATE
THE TOTAL SUM OF FUNDS RECEIVED BY CIVAS FROM CLIENT.

The Appraisal and the name Colliers International Valuation & Advisory Services may not be used in any marketing or investment
material or offering memoranda without CIVAS’ prior written consent. CIVAS, its employees and appraisers have no liability to any
recipients of any prepared material, and disclaim all liability to any party other than the Client.

Unless CIVAS consents in writing, the Appraisal cannot be used by any party or for any purpose other than the Client for the
purposes specified in the Agreement. Should the Client provide a copy of this Appraisal to any person or entity not authorized by
CIVAS in writing, Client hereby agrees to hold CIVAS, its directors, officers, employees and other affiliates and shareholders,
harmless from all damages, expenses, claims and costs, including any attorney's fees. The Client acknowledges that any opinions
and conclusions expressed by the professionals of CIVAS pursuant to the Agreement are made as employees and not as
individuals. CIVAS' responsibility is limited to the Client, and the use of the Appraisal or related product by third parties shall be
solely at the risk of the Client and/or third parties. ’ '

CIVAS agrees to maintain Professional Liability Insurance in the amount of $1,000,000 and General Liability insurance in the
amount of $2,000,000, as well as workers compensation and shall contain a full waiver of subrogation clause but only to the extent
of loss arising from or attributable to CIVAS negligence. Within ten (10) days of the execution of the Agreement, CIVAS will
provide Client with certificates of insurance naming Client as an additional insured. CIVAS will endeavor to provide Client with prior
written notice regarding any cancellation of any such insurance.

Please note that CIVAS’ consent to allow the Appraisal or portions of the Appraisal, to become part of or be referenced in, any
offering or other material intended for the review of others, or to be submitted to others, will be at CIVAS’ sole and absolute
discretion and, if given, will be on condition that CIVAS will be provided with an Indemnification Agreement and/or Non-Reliance
letter, in a form and content satisfactory to CIVAS, by a party satisfactory to CIVAS. CIVAS does consent to Client submission of

the complete Appraisal to rating agencies, ioan participants or your auditors without the need to provide us with an Indemnification
Agreement and/or Non-Reliance letter.




CONTINUED

23) Client and its affiliates, rating agencies and a limited number of investors involved in the securitization, may use and rely upon

CIVAS report in connection with a planned loan securitization involving the Property including, without fimitation, utilizing selected
information in the Appraisal in the offering documents relating to the securitization and CIVAS agrees to cooperate in answering
reasonable questions by any of the above parties in connection with the securitization.

Client agrees that it will not file, use, or permit or cause to be used in any offering documents or any other document any portion or
extract of the Appraisal, or any reference to the Appraisal, without first (i) having provided the portion or portions of an offering
document or other document to CIVAS for review and (ii) having obtained the prior written consent of CIVAS to any such filing, use,
amendment or modification, which consent shall not be unreasonably withheld. CIVAS shall have the right to require Client to
include in any offering -document or other document disclosure concerning the conditions, qualifications and assumptions of the
appraisal and such other disclosure concerning the Appraisal as CIVAS shall reasonably require. .

Client can use the appraised value without attribution to the Appraisal, and selected information in the Appraisal, provided Client
agrees that it has complied and at all times will comply, and will use Client's best efforts to cause any underwriters to comply, with
all applicable Federal and state securities laws in connection with any offering, and offering document and any use of the
Appraisal. Client further agrees that neither any offering document nor any other document used in connection with any offering
will contain an untrue statement of a material fact or omit to state a material fact necessary to make the statements contained
therein not misleading regarding the Appraisal, or any portion or extract thereof, or any reference to the Appraisal.




FIRST AMENDMENT TO GROUND LEASE

THIS FIRST AMENDMENT TO GROUND LEASE (this “First Amendment”) is made
by and between the CITY AND COUNTY OF SAN FRANCISCO, a municipal corporation (the
“City” or “Landlord”), represented by the Mayor, acting by and through the Mayor’s Office of
Housing and Community Development (“MOHCD”) and LAUREL GARDENS OF BETHEL
A.M.E. CHURCH, L.P., a California limited partnership (“Developer”), and is effective as of
, 2015,

RECITALS

A. The former San Francisco Redevelopment Agency (the “Agency”), as landlord, and
Developer, as tenant, are parties to that certain Ground Lease dated as of October 15,
1998 (the “Lease”), with respect to certain real property and improvements located at
1555 Turk Street, San Francisco, CA 94115 and commonly known as Laurel Gardens
Apartments (the “Property”).

B. Under California State Assembly Bill No. 1X26 (Chapter 5, Statutes of 2011-12, first
Extraordinary Session) ("AB 26"), the Agency dissolved as a matter of law on February
1, 2012, and pursuant to AB 26, as amended by California State Assembly Bill No. 1484
("AB 1484"), and Resolution No. 11-12, adopted by the City's Board of Supervisors and
Mayor on January 26, 2012, Ordinance No. 215-12, adopted by the City’s Board of
Supervisors and Mayor on October 12, 2012, and the approved housing asset list
submitted by City to, and approved by, the State of California Department of Finance
pursuant to AB 1484 (Cal. Health & Safety Code Section 34176(a)(2)), City is successor
in interest to Agency’s interest in the Property and to all of the Agency's rights and
obligations with respect to the Lease and the Property.

C. Developer has applied to Citibank, N.A., a national banking association (together with its
successors and assigns, the “Lender”), for a mortgage loan in the maximum principal
amount of $[12,000,000] (the “Loan”) for the refinancing, rehabilitation, development,
equipping and/or operation of the Improvements (as defined in the Lease) located at the
Property. :

D. Agency and Developer desire to amend the Lease pursuant to this Amendment as a
condition to Lender agreeing to make the Loan to Developer.

AGREEMENT

NOW, THEREFORE, in consideration of the premises and the mutual representations,
covenants and agreements herein contained, the parties hereto do hereby agree as follows:

1. Refinancing: Reserves. Notwithstanding anything to the contrary in Section 25.01 of the

Lease, in connection with the Loan, Developer and the City agree that “Cash-out
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Proceeds” in an amount not to exceed $ (the “Cash-out Proceeds™) may
be applied as follows: One-third (1/3) of available Cash-out Proceeds will be distributed
as unrestricted funds to the Developer; and two-thirds (2/3) of total Cash-Out Proceeds
shall be distributed to the City and held in an interest-bearing reserve by the City for use
by Developer pursuant to this Section (the “Restricted Proceeds”). Release of the
Restricted Proceeds may be requested by Developer in writing accompanied by copies of
invoices, contracts or other documents covering all amounts requested and are to be used
by Developer for purposes related solely to the development and operation of projects
owned or controlled by Developer (including the Project) that are affordable to low-,
lower- or moderate-income households in the City and County of San Francisco unless
the City approves an alternative use, in its sole and absolute discretion. The City may
deny or approve Developer’s request for release of the Restricted Proceeds in its sole and
absolute discretion (except that any request for release related to the Site shall be made in
its reasonable discretion). Among- the conditions to any release of Restricted Proceeds
shall be that no Event of Default, or event that with notice or the passage of time or both
could constitute an Event of Default under the Lease has occurred that remains uncured.
Any Restricted Proceeds that are not expended within ten (10) years of the date of this
Amendment shall be unencumbered and released to the City. The Developer may request
an extension of this ten (10) year period and the City may deny or approve such request
in its sole and absolute discretion. For purposes of this Section 1, “Cash-Out Proceeds”
shall include all equity created by the Loan after paying off all existing debt secured by
the Project, completing the rehabilitation of the Improvements as contemplated by the
Loan documents (as approved by the City and Lender), funding of any initial reserve
account deposits required by Lender as a condition to making the Loan, and paying costs

~ associated with the closing of the Loan; release of project operating accounts and/or
reserve accounts or other available cash assets (providing, howevet, that any replacement
reserve accounts may be released as Cash-out Proceeds only so long as the account is not
less than $1,000/unit as of the date the Loan is funded); and any developer fee approved
by MOHCD. [ :

2. The underlined language below is hereby added to Section 1.03 of the Lease, such that
Section 1.03 of the Lease reads as follows: '

1.03 Developer means Laurel Gardens of Bethel A.M.E. Church, L.P.,
a California limited partnership, or its permitted successors as holder of
the leasehold estate in the Site and fee ownership of the Improvements,
including a Subsequent Owner, where appropriate.

3. The following sections are added to the Lease as new sections:

1.18 Subsequent Owner means any successor (including a Lender or
an affiliate or assignee of a Lender as applicable) to the Developer’s
interest in the Leasehold Estate and the Improvements following a
foreclosure, deed in lieu of foreclosure, or transfer to a Lender, its affiliate,
and any successors to any such person or entity.
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4.

1.19 Surplus Cash means the excess of Project Income over Project
Expenses. All permitted uses and distributions of Surplus Cash shall be
governed by Section 6.02h of this Lease.

1.20 Project Expenses means all charges incurred by Developer in the
operation of the Project including but not limited to: (a) lease payments,
utilities, real estate and/or possessory interest taxes, assessments, and
liability, fire and other hazard insurance premiums; (b) salaries, wages and
other- compensation due and payable to the employees or agents of
Developer who maintain, administer, operate or provide services in
connection with the Project, including all withholding taxes, insurance
premiums, Social Security payments and other payroll taxes or payments
required for such employees; (c) required payments of interest, principal
or annual servicing fees, if any, on any construction or permanent
financing secured by the Project; (d) all other expenses incurred by
Developer to cover routine operating and services provision costs of the
Project, including maintenance and repair and the reasonable fee of any

' managing agent; (¢) any extraordinary expenses as approved in advance

by the City; and (f) deposits to reserves accounts required to be established
under any loan documents executed with respect to any Leasehold
Mortgage.

1.21 Projéct Income means all revenue, income receipts, and other
consideration actually received from the operation of leasing the
Improvements and Project, including non-residential and/or commercial
uses of the Site. Project Income shall include but not be limited to: all
rents, fees and charges paid by tenants or users of any portion of the Site;
Section 8 or other rental subsidy payments received for the dwelling units;
supportive services funding, if applicable; commercial lease income;
deposits forfeited by tenants; all cancellation fees, price index adjustments
and any other rental adjustments to leases or rental agreements; proceeds
from vending and laundry room machines; and the proceeds of business
interruption or similar insurance. Project Income shall not include
tenants’ security deposits, loan proceeds, capital contributions or similar
advances.

1.22  First Lease Payment Year means the year in which rehabilitation
activities are completed on the Project, as evidenced by a notice of
completion, to be recorded in the San Francisco Recorder’s Office.

Article 4 of the Lease is deleted in its entirety and replaced with the following:
ARTICLE 4: RENT

4.01 Annual Rent
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Developer shall pay to the City up to [NEED: Appraised Land Value,
please update appraisal to include] XXX Dollars ($XXX) (the “Annual Rent”) per
year for each year of the Term of this Ground Lease, which is equal to ten percent
(10%) of appraised value of the Site as of the Effective Date, and consists of Base
Rent and Residual Rent, as defined in Sections 4.02 and 4.03 below, without
offset of any kind (except as otherwise permitted by this Lease) and without
necessity of demand, notice or invoice. Annual Rent shall be re-determined on
the fifteenth (15th) anniversary of the date of the first payment of Base Rent
pursuant to Section 4.02a below and every fifteen (15) years thereafter, and shall
not exceed ten percent (10%) of the appraised value of the Site as determined by
an MAI appraiser selected by and at the sole cost of the Project. Notwithstanding
the foregoing, the maximum amount of Annual Rent shall be re-determined upon
any renewal or execution of 20 year HAP contract or loss of such a contract.

4.02 Base Rent

4.02a. “Base Rent” means FIFTEEN THOUSAND DOLLARS ($15,000)
per annum. Base Rent shall be due and payable in arrears on January 31st of each
Lease Year, provided, however, no Base Rent shall be due until after completion
of the rehabilitation of the Improvements, as evidenced by a notice of completion.
The first Base Rent payment shall be due on the January 31% of the calendar year
following the issuance of the notice of completion; and provided, further, that in
the event that the Developer or, if applicable, any Subsequent Owner, fails, after
notice and opportunity to cure, to comply with the provisions of Section 9.02,
Base Rent shall be increased to the full amount of the Annual Rent until such time
as the Project achieves compliance with the provisions of Section 9.02, or in the
event that a Subsequent Owner elects pursuant to Section 26.06(ii) to operate the
Project without being subject to Section 9.02 or any Subsequent Owner elects,
pursuant to Section 26.06(ii), to operate the Project without compliance with such
provisions, Base Rent shall be increased to the full amount of the Annual Rent.

4.02b If the Project does not have sufficient Project Income to pay Base
Rent in any given Lease Year after the payment of Project Expenses in items
4.02a through 4.02.f in definition of Project Expenses and the City has received
written notice from Developer regarding its inability to pay Base Rent from
Project Income, the unpaid amount shall be deferred and all such deferred
amounts shall accrue without interest until paid (“Base Rent Accrual”). The
Base Rent Accrual shall be due and payable each year from and to the extent
Surplus Cash is available to make such payments in accordance with Section
6.02h and, in any event, upon the earlier of sale of the Project or termination of
this Ground Lease.

4.02c. If Developer has not provided City with written notice that it
cannot pay Base Rent due to insufficient Project Income, the City shall assess a
late payment penalty of two percent (2%) for each month or any part thereof that
any Base Rent payment is delinquent. This penalty shall not apply to Base Rent
Accrual that has been previously approved by the City pursuant to Section 4.02b.
The Developer may request in writing that the City waive such penalties by
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describing the reasons for Developer’s failure to pay Base Rent and Developer’s
proposed actions to insure that Base Rent will be paid in the future. The City
may, in its sole discretion, waive in writing all or a portion of such penalties if it
finds that Developer’s failure to pay Base Rent was beyond Developer’s control
and that Developer is diligently pursuing reasonable solutions to such failure to

pay.
4.03 Residual Rent

“Residual Rent” means, in any given Lease Year, [Annual Rent less Base
Rent, need updated appraisal]. Residual Rent shall be due in arrears on April 15th
following each Lease Year, payable only to the extent of Surplus Cash as
provided in Section 6.02h, and any unpaid Residual Rent shall not accrue.

4.04 Absolute Net Lease

This Ground Lease is an absolute net lease and the Developer shall be
responsible to pay all costs, charges, taxes, impositions and other obligations
related thereto. If the Agency pays any such amounts, whether to cure a default
or otherwise protect its interests hereunder, the Agency will be entitled to be
reimbursed by Developer the full amount of such payments as additional rent on
the next rent payment date.

5. The following Section 6.02h is hereby added to the Lease:

6.02h Permitted Uses of Surplus Cash.

All annual Project Income, prior to the calculation of Surplus Cash, shall
be used to pay Project Expenses. If the Developer is in compliance with all
applicable requirements and agreements under this Ground Lease, Developer shall
then use any Surplus Cash to make the following payments:

1. First to Base Rent Accrual payments, if any;

ii. Then, any remaining Surplus Cash shall be used as follows: (a)
one-third (1/3) of remaining Surplus Cash may be retained by
Developer and may be used by Developer to pay distributions or
other payments in accordance with Tenant’s partnership agreement
and (b) two-thirds (2/3) of Surplus Cash shall be allocated to the
City. The City’s portion of Surplus Cash will be applied first to
Residual Rent. [to discuss]

6.  The underlined sentence below is hereby added to Section 14.02 of the Lease, such that
Section 14.02 of the Lease reads as follows:

The Agency acknéwledges that any sale, assignment, transfer or
conveyance of all or any part of the Agency’s interest in the Site, the

Improvements, or this Ground Lease, are subject to this Ground Lease.
First Amendment to Ground Lease ’
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The Agency will not encumber its fee interest in the Property. The
Agency will require that any purchaser, assignee or transferee will
expressly assume all of the obligations of the Agency under this Ground
Lease by a written instrument recordable in the Official Records of the
City. This Ground Lease shall not be affected by any such sale, and
Developer shall attorn to any such purchaser or assignee. In the event that
the Agency intends to sell all or any part of the Site, other than as provided
in Section 2(b), the Agency shall notify Developer of the proposed terms
of such sale not later than ninety (90) days before the anticipated close of
escrow. Developer shall have sixty (60) days from the giving of such
notice to exercise a right of first refusal to purchase the Site on the same
terms and conditions of such proposed sale.

7. The underlined language below is hereby added to the second to last sentence of Section
20.01 of the Lease, such that sentence of Section 20.01 of the Lease reads as follows:

In the event Developer is required, or elects, to restore the Improvements, all
proceeds of any policy of insurance required to be maintained by Developer under
this Ground Lease shall, subject to the rights of Lenders, be used by Developer for
that purpose and Developer shall make up from its own funds or obtain additional
financing as reasonably approved by Agency any deficiency between the amount
of insurance proceeds available for the work of restoration and the actual cost
thereof.

8. The underlined language below is hereby added to, and the strikethrough language below
is hereby deleted from, Section 20.03 of the Lease, such that Section 20.03 of the Lease
reads as follows:

20.03 Distribution of the Insurance Proceeds.

In the event of an election by Developer to terminate and surrender as

provided in Section 20.01, the priority and manner for distribution of the proceeds

- of any insurance policy required to be maintained by Developer hereunder shall
be as follows:

(a) First, to the Lenders, in order of their priority, to control, disburse
or apply to any outstanding loan amounts in accordance with the terms their
respective Leasehold Mortgages:

(ab) Second, to pay for the cost of removal of all debris from the Site or
adjacent and underlying property, and for the cost of any work or service required
by any statute, law, ordinance, rule, regulation or order of any federal, state or
local government, or any agency or official thereof, for the protection of persons
or property from any risk, or for the abatement of any nuisance, created by or
arising from the casualty or the damage or destruction caused thereby;
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(bc) SeeendThird, to compensate Agency for any diminution in the’
value (as of the date of the damage or destruction) of the Site as a raw
development site caused by or arising from the damage or destruction;

(ed) The remainder to Developer.
4 T . . E this Articlo—20.03 shall ] bi ]
rights-of any-Lender:
9. The underlined language below is hereby added to, and the strikethrough language below

is hereby deleted from, Sections 26.03(i) and (ii) of the Lease, such that Section 26.03(i)
and (ii) of the Lease reads as follows:

(i1))  If such event of default is a failure to pay a monetary obligation of
Developer, Lender shall have failed to cure such default within sixty (60) days from
the date of written notice from the Agency to Lender; or

(i)  If such event of default is not a failure to pay a monetary
obligation of Developer, Lender shall have failed, within sixty{66) one
hundred eighty (180) days of receipt of said written notice, either (a) to
remedy such default; or (b) to obtain title to Developer’s interest in the
Site in lieu of foreclosure; or (c) to commence foreclosure or other
appropriate proceedings in the nature thereof (including the appointment
of a receiver) and thereafter diligently prosecute such proceeding to
completion, in which case such event of default shall be remedied or
deemed remedied in accordance with Article 26.04 below.

-t

10.  The underlined language below is hereby added to, and the strikethrough language below
is hereby deleted from, Section 26.04 of the Lease, such that Section 26.04 of the Lease
reads as.follows:

Any event of default under this Ground Lease which in the nature thereof
cannot be remedied by Lender (including all amounts due from Developer
to_Agency in respect to damages, indemnifications, or other monetary
amounts, other than Annual Rent, arising from the action or inaction of
Developer) shall be deemed to be remedied if (i) within thisty—(36) one
hundred eighty (180) days after receiving notice from the Agency setting
forth the nature of such event of default, or prior thereto, Lender shall
have acquired Developer’s leasehold estate created hereby or shall have
commenced foreclosure or other appropriate proceedings in the nature
thereof, (ii) Lender shall diligently prosecute any such proceedings to
completion, (iii) Lender shall have fully cured any event of default arising
from failure to pay or perform any monetary obligation in accordance with
the terms of this Ground Lease, and (iv) after gaining possession of the
Site perform, or diligently proceed to perform, all other obligations of
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Developer as and when the same are due in accordance with the terms of
this Ground Lease.

11.  The underlined language below is hereby added to, and the strikethrough language below
is hereby deleted from, Section 26.05 of the Lease, such that Section 26.05 of the Lease
reads as follows:

If Lender is prohibited by any process or injunction issued by any court or
by reason of any action by any court having jurisdiction of any bankruptcy
or insolvency proceeding involving Developer from commencing or
prosecuting foreclosure or other appropriate proceedings in the nature
thereof, the times specified in Articles 26.03 and 26.04 above for
commencing or prosecuting such foreclosure or other proceedings shall be

extended for the period of such prohibition;—previded—that—]:eﬂéer—shal{

h zation $ hen-the-same—fall-du IfthlsGround
Lease is termmated or rewcted bV Develoner in bankruptcv, Agency
agrees to enter into a new ground lease with the Lender on the same terms
set forth in this Ground Lease. And, specifically provided that in the event
the Ground Lease is terminated for any reason, including, without
limitation, a termination or rejection through any bankruptcy proceeding
or_a foreclosure transferee becomes the legal owner of Developer’s
interest in the Property, and upon written request by the most senior
Lender or the Subsequent Owner thereof given within sixty (60) days after
such termination or acquisition by Subsequent Owner of Tenant’s interest
in the Project, as applicable, Agency shall enter into a new lease of the
Project with such Lender or the Subsequent Owner for the remainder of
the Ground Lease term with the same agreements, covenants, reversionary
interests and conditions (except for any requirements which have been
fulfilled by Developer prior to termination) as are contained in the Ground
I ease and with priority equal to the Ground Lease.

12.  The underlined language below is hereby added to Section 26.06(iv) of the Lease, such
that Section 26.06(iv) of the Lease reads as follows:

(iv)  Any limited partners of Developer shall have the same
rights as any Lender under Sections 26.02, 26.03, and 26.06 (iii), and
any reference to a Lender in said section shall be deemed to include
such limited partners; provided, however, that the rights of such
limited partners shall be subordinate to the rights of any Lender.
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13.  The following sections are added to the Lease as a new Sections 26.08, 26.09, 26.10,
26.11, 26.12, and 26.13:

26.08 Ground Lease Rent after Lender Foreclosure or Assishment

Upon foreclosure of a Leasehold Mortgage or assignment of the
Leascehold Estate in lieu of such foreclosure any accrued Annual Rent that
remains unpaid at the time of such foreclosure or assignment in lieu of
foreclosure shall be forgiven by the Agency, and shall not be an obligation
of the Lender or any other Subsequent Owner.

26.09 Preservation of Leasehold Benefits.

Until such time as Lender notifies the Agency in writing that the
obligations of the Developer under its loan documents have been satisfied,
Agency agrees:

(a) That the Agency shall not voluntarily cancel or surrender
this Ground Lease, or accept a voluntary cancellation or surrender of this
Ground Lease by Developer, or materially amend this Ground Lease to
increase the obligations of the Developer or the rights of Agency
thereunder, without the prior written consent of the Permitted Limited
Partner and each Lender (which will not be unreasonably withheld or
delayed);

(b) That Agency shall not enforce against a Lender any waiver

or election made by the Developer under this Ground Lease which has a

material adverse effect on the value of the Leasehold Estate under this

. Ground Lease without the prior written consent of the Lender (which will
not be unreasonably withheld or delayed);

() That, if a Lender makes written request for the same within
fifteen (15) days after Lender receives written notice of termination of this
Ground Lease, Agency will enter a new lease with such Lender
commencing on the date of termination of the Ground Lease and ending
on the normal expiration date of the Ground Lease, on substantially the
same terms and conditions as the Ground Lease and subject to the rent
provisions set forth in the Ground Lease, and with the same priority as
against any subleases or other interests in the Premises; provided that such
Lender cures all unpaid monetary defaults under the Ground Lease
through the date of such termination; and

(d) That Agency shall provide reasonable prior notice to each
Lender of any proceedings for adjustment or adjudication of any insurance
or condemnation claim involving the Premises and will permit each
Lender to participate therein as an interested party.
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26,10 No Merger.

The Leasehold Estate in the Site pursuant to this Ground Lease
shall not merge with the fee interest in the Improvements, notwithstanding
ownership of the leasehold and the fee by the same person, without the
prior written consent of each Lender.

26.11 Agency Bankruptcy.

(a) If a bankruptcy proceeding is filed by or against Agency,
Agency shall immediately notify each Lender of such filing and shall
deliver a copy of all notices, pleadings, schedules, and similar materials
regarding the bankruptcy proceeding to each Lender.

(b) Agency acknowledges that (i) the Developer seeks to
construct improvements on the Site using proceeds of the loans provided
by the Lenders, and (ii) it would be unfair both to Developer and the
Lenders to sell the Site free and clear of the leasehold. Therefore, Agency
waives its right to sell Agency’s fee interest in the Site pursuant to Section
363(f) of the Bankruptcy Code, free and clear of the leasehold interest
under this Ground Lease.

. (©) If a bankruptcy proceeding is filed by or on behalf of
Agency, Agency agrees as follows: (i) the Developer shall be presumed to
have objected to any attempt by Agency to sell the fee interest free and
clear of the leasehold under this Ground Lease; (ii) if Developer does not
so object, each Lender shall have the right to so object on its own behalf or
on behalf of the Developer; and (iii) in connection with any such sale, the
Developer shall not be deemed to have received adequate protection under
Section 363(e) of the Bankruptcy Code, unless it shall have received and
paid over to each Lender outstanding balance of the obligations under its
respective loan.

(@ Agency recognizes that the Lenders are authorized on
behalf of the Developer to vote, participate in, or consent to any
bankruptcy, insolvency, receivership, or court proceeding concerning the
leasehold interest under this Ground Lease.

26.11 No Changes to Lease

Agency will not make or accept any voluntary surrender,
cancellation, modification or amendment of or to the Ground Lease at any
time while any Leasehold Mortgage is in effect, nor will Agency convey
all or any part of the property subject to the Leaschold Estate to
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Developer, nor will Developer accept such conveyance, without ﬁrst
obtanung the prior written consent of the Leasehold Mortgagees.

26.12 Voluntary Termination

In no event shall any abandonment of the Property or the
Leasehold Estate or any action by Developer to terminate the Ground
Lease be effective without the prior written consent of the Leasehold
Mortgagees. Agency agrees that it shall give notice of any such
abandonment or action by Developer to Leasehold Mortgagees, and
Leasehold Mortgagees shall thereupon be entitled to exercise its rights and
remedies under the Leasehold Mortgage and the provisions of Section 26.

14.  The underlined language below is hereby added to Section 28.06(i) of the Lease, such
that Section 28.06(i) of the Lease reads as follows:

@) First, to the extent required by a Lender in accordance with
its loan documents, to pay the balance due on any outstanding Leasehold
Mortgages and other outstanding or unpaid obligations and/or liabilities,
including but not limited to, trade accounts, taxes, payroll accruals and
lease residuals, to the extent provided therein

15.  The strikethrough language below is hereby deleted from Section 28.07 of the Lease,
such that Section 28.07 of the Lease reads as follows:

28.07 Paymentto Lenders

In the event the Improvements are subject to the lien of a
Leasehold Mortgage on the date when any compensation resulting from a
condemnation or threatened condemnation is to be paid to Developer, such
award shall be disposed of as provided in the Lender's loan documents;

16.  Notwithstanding anything in the Lease to the contrary, all provisions relating to cross-
defaults between the Lease and any financing document or Leasehold Mortgage (as such
term is defined in the Lease), including, without limitation, Sections 3(b), 19.04a(7), and
25.04c¢ of the Lease, are hereby deleted in their entirety.

17.  The following section is added to the Lease as Section 50:
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50: GENERAL PROVISIONS

50.1 Amendments

Neither this Lease nor any terms or provisions hereof may be changed,
waived, discharged or terminated, except by a written instrument signed by the
party against which the enforcement of the change, waiver, discharge or
termination is sought. No waiver of any breach shall affect or alter this Lease, but
each and every term, covenant and condition of this Lease shall continue in full

force and effect with respect to any other then-existing or subsequent breach
thereof.

50.2 Public Transit Information

Developer shall establish and carry on during the Term a program to
encourage maximum use of public transportation by personnel of Developer
employed on the Premises, including, without limitation, the distribution to such
employees of written materials explaining the convenience and availability of
public transportation facilities adjacent or proximate to the Premises and
encouraging use of such facilities, all at Developer’s sole expense.

50.3 Wages and Working Conditions

Developer agrees that any person performing labor in connection with the
Developer Improvements or any Alterations at the Premises that is a “public
work” as defined under San Francisco Administrative Code Section 6.22(E) or
California Labor Code Section 1720 et seq. (which includes certain construction,
alteration, demolition, installation, repair, carpet laying, or refuse hauling work if
paid for in whole or part out of public funds) shall be paid not less than the
highest prevailing rate of wages consistent with the requirements of
Section 6.22(E) of the San Francisco Administrative Code, and shall be subject to
the same hours and working conditions, and shall receive the same benefits as in
each case are provided for similar work performed in San Francisco County.
Developer shall include in any contract for such Developer Improvements and
Alterations a requirement that all persons performing labor under such contract
shall be paid not less than the highest prevailing rate of wages for the labor so
performed. Developer shall require any contractor to provide, and shall deliver to
Agency upon request, certified payroll reports with respect to all persons
performing such labor at the Premises.

50.4 Non-Discrimination in City Contracts and Benefits Ordinance
(a) Covenant Not to Discriminate

In the performance of this Lease, Developer agrees not to discriminate
against any employee, any City employee working with Developer, or applicant
for employment with Developer, or against any person seeking accommodations,
advantages, facilities, privileges, services, or membership in all business, social,
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or other establishments or organizations, on the basis of the fact or perception of a
person’s race, color, creed, religion, national origin, ancestry, age, height, weight,
sex, sexual orientation, gender identity, domestic partner status, marital status,
disability or Acquired Immune Deficiency Syndrome or HIV status (AIDS/HIV
status), or association with members of such protected classes, or in retaliation for
opposition to discrimination against such classes.

(b) Subleases and Other Subcontracts

Developer shall include in all Subleases and other subcontracts relating to
the Premises a non-discrimination clause applicable to such Subtenant or other
subcontractor in substantially the form of subsection (a) above. In addition,
Developer shall incorporate by reference in all subleases and other subcontracts
the provisions of Sections 12B.2(a), 12B.2(c)-(k), and 12C.3 of the San Francisco
Administrative Code and shall require all subtenants and other subcontractors to
comply with such provisions. Developer’s failure to comply with the obligations
in this subsection shall constitute a material breach of this Lease.

(© Non-Discrimination in Benefits

Developer does not as of the date of this Lease and will not during the
term of this Lease, in any of its operations in San Francisco, on real property
owned by City, or where the work is being performed for the City or elsewhere
within the United States, discriminate in the provision of bereavement leave,
family medical leave, health benefits, membership or membership discounts,
moving expenses, pension and retirement benefits or travel benefits, as well as
any benefits other than the benefits specified above, between employees with
domestic partners and employees with spouses, and/or between the domestic
partners and spouses of such employees, where the domestic partnership has been
registered with a governmental entity pursuant to state or local law authorizing
such registration, subject to the conditions set forth in Section 12B.2(b) of the
San Francisco Administrative Code.

(d) CMD Form

: As a condition to this Lease, Developer shall execute the "Chapter 12B
Declaration: Nondiscrimination in Contracts and Benefits" form (Form CMD-

" 12B-101) with supporting documentation and secure the approval of the form by
the San Francisco Contract Monitoring Division. Developer hereby represents
that prior to execution of this Lease, (i) Developer executed and submitted to the
CMD Form CMD-12B-101 with supporting documentation, and (ii) the CMD
approved such form.

(e) Incorporation of Administrative Code Provisions by Reference

The provisions of Chapters 12B and 12C of the San Francisco
Administrative Code relating to non-discrimination by parties contracting for the
lease of City property are incorporated in this Section by reference and made a
part of this Agreement as though fully set forth herein. Developer shall comply
fully with and be bound by all of the provisions that apply to this Lease under
such Chapters of the Administrative Code, including but not limited to the
remedies provided in such Chapters. Without limiting the foregoing, Developer
understands that pursuant to Section 12B.2(h) of the San Francisco
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Administrative Code, a penalty of Fifty Dollars ($50) for each person for each
calendar day during which such person was discriminated against in violation of
the provisions of this Lease may be assessed against Developer and/or deducted
from any payments due Developer.

50.5 MacBride Principles - Northern Ireland

The City and County of San Francisco urges companies doing business in
Northern Ireland to move toward resolving employment inequities and
encourages them to abide by the MacBride Principles as expressed in
San Francisco Administrative Code Section 12F.1 et seq. The City and County of
San Francisco also urges San Francisco companies to do business with
corporations that abide by the MacBride Principles. Developer acknowledges that
it has read and understands the above statement of the City and County of
San Francisco concerning doing business in Northern Ireland.

50.6 Tropical Hardwood and Virgin Redwood Ban

The City and County of San Francisco urges companies not to import,
purchase, obtain or use for any purpose, any tropical hardwood, tropical
hardwood wood product, virgin redwood or virgin redwood wood product.
Except as expressly permitted by the application of Sections 802(b) and 803(b) of
the San Francisco Environment Code, Developer shall not provide any items to
the construction of Developer Improvements or the Alterations, or otherwise in
the performance of this Lease which are tropical hardwoods, tropical hardwood
wood products, virgin redwood, or virgin redwood wood products. In the event
Developer fails to comply in good faith with any of the provisions of Chapter 8 of
the San Francisco Environment Code, Developer shall be liable for liquidated
damages for each violation in any amount equal to Developer’s net profit on the
contract, or five percent (5%) of the total amount of the contract dollars,
whichever is greater.

50.7 Restrictions on the Use of Pesticides

Chapter 3 of the San Francisco Environment Code (the Integrated Pest
Management Program Ordinance or “IPM Ordinance”) describes an integrated
pest management (“IPM”) policy to be implemented by all City departments.
Developer shall not use or apply or allow the use or application of any pesticides
on the Premises or contract with any party to provide pest abatement or control
services to the Premises without first receiving Agency’s written approval of an
IPM plan that (i) lists, to the extent reasonably possible, the types and estimated
quantities of pesticides that Developer may need to apply to the Premises during
the term of this Lease, (ii) describes the steps Developer will take to meet the
City’s IPM Policy described in Section 300 of the IPM Ordinance and
(iii) identifies, by name, title, address and telephone number, an individual to act
as the Developer’s primary IPM contact person with the City. Developer shall
comply, and shall require all of Developer’s contractors to comply, with the IPM
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plan approved by the City and shall comply with the requirements of
Sections 300(d), 302, 304, 305(f), 305(g), and 306 of the IPM Ordinance, as if
Developer were a City department. Among other matters, such provisions of the
IPM Ordinance: (a) provide for the use of pesticides only as a last resort,
(b) prohibit the use or application of pesticides on property owned by the City,
except for pesticides granted an exemption under Section 303 of the IPM
Ordinance (including pesticides included on the most current Reduced Risk
Pesticide List compiled by City’s Department of the Environment), (c) impose
certain notice requirements, and (d) require Developer to keep certain records and
to report to City all pesticide use at the Premises by Developer’s staff or
contractors. :

If Developer or Developer’s contractor will apply pesticides to outdoor
areas at the Premises, Developer must first obtain a written recommendation from
a person holding a valid Agricultural Pest Control Advisor license issued by the
California Department of Pesticide Regulation (“CDPR") and any such pesticide
application shall be made only by or under the supervision of a person holding a
valid, CDPR-issued Qualified Applicator certificate or Qualified Applicator
license. City’s current Reduced Risk Pesticide List and additional details about
pest management on City property can be found at the San Francisco Department
of the Environment website, http://sfenvironment.org/ipm.

50.8 Sunshine Ordinance

In accordance with Section 67.24(e) of the San Francisco Administrative
Code, contracts, contractors’ bids, leases, agreements, responses to Requests for
Proposals, and all other records of communications between Agency and persons
or firms seeking contracts will be open to inspection immediately after a contract
‘has been awarded. Nothing in this provision requires the disclosure of a private
person’s or organization’s net worth or other proprietary financial data submitted
for qualification for a contract, lease, agreement or other benefit until and unless
that person or organization is awarded the contract, lease, agreement or benefit.
Information provided which is covered by this Section will be made available to
the public upon request.

50.9 Conflicts of Interest

Through its execution of this Lease, Developer acknowledges that it is
familiar with the provisions of Section 15.103 of the San Francisco Charter,
Acrticle ITI, Chapter 2 of City's Campaign and Governmental Conduct Code, and
Section 87100 et seq. and Section 1090 et seq. of the Government Code of the
State of California, and certifies that it does not know of any facts which would
constitute a violation of said provisions, and agrees that if Developer becomes
aware of any such fact during the term of this Lease Developer shall immediately
notify Agency. '
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50.10 Prohibition of Tobacco Sales and Advertising

Developer acknowledges "and agrees that no advertising or sale of
cigarettes or tobacco products is allowed on the Premises. This advertising
prohibition includes the placement of the name of a company producing, selling
or distributing cigarettes or tobacco products or the name of any cigarette or
tobacco product in any promotion of any event or product. This advertising
prohibition does not apply to any advertisement sponsored by a state, local,
nonprofit or other entity designed to (a) communicate the health hazards of
cigarettes and tobacco products, or (b) encourage people not to smoke or to stop
smoking.

50.11 Prohibition of Alcoholic Beverage Advertising

Developer acknowledges and agrees that no advertising of alcoholic
beverages is allowed on the Premises. For purposes of this section, "alcoholic
beverage" shall be defined as set forth in California Business and Professions
Code Section 23004, and shall not include cleaning solutions, medical supplies
and other products and substances not intended for drinking. This advertising
prohibition includes the placement of the name of a company producing, selling
or distributing alcoholic beverages or the name of any alcoholic beverage in any
promotion of any event or product. This advertising prohibition does not apply to
any advertisement sponsored by a state, local, nonprofit or other entity designed
to (a) communicate the health hazards of alcoholic beverages, (b) encourage
people not to drink alcohol or to stop drinking alcohol, or (¢) provide or publicize
drug or alcohol treatment or rehabilitation services.

50.12 Requiring Health Benefits for Covered Employees

Unless exempt, Developer agrees to comply fully with and be bound by all
of the provisions of the Health Care Accountability Ordinance (HCAO), as set
forth in San Francisco Administrative Code Chapter 12Q, including the remedies
provided, and implementing regulations, as the same may be amended from time
to time. The provisions of Chapter 12Q are incorporated herein by reference and
made a part of this Lease as though fully set forth. The text of the HCAO is
available on the web at http://www.sfgov.org/olse/hcao. Capitalized terms used

_in this Section and not defined in this Lease shall have the meanings assigned to
such terms in Chapter 12Q.

(@) For each Covered Employee, Developer shall provide the
appropriate health benefit set forth in Section 12Q.3 of the HCAO. If Developer
chooses to offer the health plan option, such health plan shall meet the minimum
standards set forth by the San Francisco Health Commission.

(b)  Notwithstanding the above, if the Developer is a small business as
defined in Section 12Q.3(d) of the HCAO, it shall have no obligation to comply
with subsection (a) above.
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(© Developer's failure to comply with the HCAO shall constitute a
material breach of this Lease. City shall notify Developer if such a breach has
occurred. If, within thirty (30) days after receiving City's written notice of a
breach of this Lease for violating the HCAO, Developer fails to cure such breach
or, if such breach cannot reasonably be cured within such period of thirty (30)
days, Developer fails to commence efforts to cure within such period, or
thereafter fails diligently to pursue such cure to completion, Agency shall have
the right to pursue the remedies set forth in Section 12Q.5(f)(1-5). Each of these
remedies shall be exercisable individually or in combination with any other rights
or remedies available to Agency.

(d)  Any Subcontract entered into by Developer shall require the
Subcontractor to comply with the requirements of the HCAO and shall contain
contractual obligations substantially the same as those set forth in this Section.
Developer shall notify City's Purchasing Department when it enters into such a
Subcontract and shall certify to the Purchasing Department that it has notified the
Subcontractor of the obligations under the HCAO and has imposed the
requirements of the HCAO on Subcontractor through the Subcontract. Each
Developer shall be responsible for its Subcontractors' compliance with this
Chapter. If a Subcontractor fails to comply, the Agency may pursue the remedies
set forth in this Section against Developer based on the Subcontractor’s failure to
comply, provided that Agency has first provided Developer with notice and an
opportunity to obtain a cure of the violation.

(e) Developer shall not discharge, reduce in compensation, or
otherwise discriminate against any employee for notifying Agency with regard to
Developer's compliance or anticipated compliance with the requirements of the
HCAO, for opposing any practice proscribed by the HCAO, for participating in
proceedings related to the HCAO, or for secking to assert or enforce any rights
under the HCAO by any lawful means.

- ® Developer represents and warrants that it is not an entity that was
set up, or is being used, for the purpose of evading the intent of the HCAO.

()  Developer shall keep itself informed of the current requirements of
the HCAO.

(h)  Developer shall provide reports to the Agency in accordance with
any reporting standards promulgated by the City under the HCAO, including
reports on Subcontractors and Subtenants, as applicable.

@) Developer shall provide Agency with access to records pertaining
to compliance with HCAO after receiving a written request from Agency to do so
and being provided at least five (5) business days to respond.

Agency may conduct random audits of Developer to ascertain its
compliance with HCAO. Developer agrees to cooperate with Agency when it
conducts such audits.

(k) If Developer is exempt from the HCAO when this Lease is
executed because its amount is less than Twenty-Five Thousand Dollars
($25,000) (Fifty Thousand Dollars ($50,000) for nonprofits), but Developer later
enters into an agreement or agreements that cause Developer's aggregate amount
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of all agreements with the City to reach Seventy-Five Thousand Dollars
($75,000), all the agreements shall be thereafter subject to the HCAO. This
obligation arises on the effective date of the agreement that causes the cumulative
amount of agreements between Developer and the Contracting Department to be
equal to or greater than Seventy-Five Thousand Dollars ($75,000) in the fiscal
year.

50.13 Notification of Limitations on Contributions

Through its execution of this Lease, Developer acknowledges that it is
familiar with Section 1.126 of the San Francisco Campaign and Governmental
Conduct Code, which prohibits any person who contracts with the City for the
selling or leasing of any land or building to or from the City whenever such
transaction would require approval by a City elective officer, the board on which
that City elective officer serves, or a board on which an appointee of that
individual serves, from making any campaign contribution to (a) the City elective
officer, (b) a candidate for the office held by such individual, or (¢) a committee
controlled by such individual or candidate, at any time from the commencement
of negotiations for the contract until the later of either the termination of
negotiations for such contract or six months after the date the contract is
approved. Developer acknowledges that the foregoing restriction applies only if
the contract or a combination or series of contracts approved by the same
individual or board in a fiscal year have a total anticipated or actual value of
$50,000 or more. Developer further acknowledges that the prohibition on
contributions applies to each Developer; each member of Developer's board of
directors, and Developer’s chief executive officer, chief financial officer and chief
operating officer; any person with an ownership interest of more than 20 percent
in Developer; any subcontractor listed in the contract; and any committee that is
sponsored or controlled by Developer. Additionally, Developer acknowledges
that Developer must inform each of the persons described in the preceding
sentence of the prohibitions contained in Section 1:126. Developer further agrees
to provide to Agency the name of each person, entity or committee described
above.

50.14 Preservative-Treated Wood Containing Arsenic

Developer may not purchase preservative-treated wood products
containing arsenic in the performance of this Lease unless an exemption from the
requirements of Environment Code Chapter 13 is obtained from the Department
of Environment under Section 1304 of the Environment Code. The term
"preservative-treated wood containing arsenic" shall mean wood treated with a
preservative that contains arsenic, elemental arsenic, or an arsenic copper
combination, including, but not limited to, chromated copper arsenate
preservative, ammoniac copper zinc arsenate preservative, or ammoniacal copper
arsenate preservative. Developer may purchase preservative-treated wood
products on the list of environmentally preferable alternatives prepared and
adopted by the Department of Environment. This provision does not preclude
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Developer from purchasing preservative-treated wood containing arsenic for
saltwater immersion. The term "saltwater immersion" shall mean a pressure-
treated wood that is used for construction purposes or facilities that are partially
or totally immersed in saltwater.

50.15 Resource-Efficient City Buildings

Developer acknowledges that the City and County of San Francisco has
enacted San Francisco Environment Code Sections 700 to 713 relating to green
building requirements for the design, construction, and operation of buildings
owned or leased by City. Developer hereby agrees that it shall comply with all
applicable provisions of such code sections.

50.16 Food Service Waste Reduction

Developer agrees to comply fully with and be bound by all of the
applicable provisions of the Food Service Waste Reduction Ordinance, as set
forth in the San Francisco Environment Code, Chapter 16, including the remedies
provided therein, and implementing guidelines and rules. The provisions of
Chapter 16 are incorporated herein by reference and made a part of this Lease as
though fully set forth herein. Accordingly, Developer acknowledges that City
contractors and lessees may not use Disposable Food Service Ware that contains
Polystyrene Foam in City Facilities and while performing under a City contract or
lease, and shall instead use suitable Biodegradable/Compostable or Recyclable
Disposable Food Service Ware. This provision is a material term of this Lease.

50.17 Bottled Drinking Water

Unless exempt, Developer agrees to comply fully with and be bound by all
of the provisions of the San Francisco Bottled Water Ordinance, as set forth in
San Francisco Environment Code Chapter 24, including the administrative fines,
remedies, and implementing regulations provided therein, as the same may be
amended from time to time. The provisions of Chapter 24 are incorporated herein
by reference and made a part of this Lease as though fully set forth.

50.18 Criminal History in Hiring and Employment Decisions

(a) Unless exempt, Developer agrees to comply with and be bound by
all of the provisions of San Francisco Administrative Code Chapter 12T (Criminal
History in Hiring and Employment Decisions; “Chapter 12 T"), which are hereby
incorporated as may be amended from time to time, with respect to applicants and
employees of Developer who would be or are performing work at the Premises.

(b)  Developer shall incorporate by reference the provisions of Chapter
12T in all subleases of some or all of the Premises, and shall require all subtenants
to comply with such provisions. Developer’s failure to comply with the
obligations in this subsection shall constitute a material breach of this Lease.
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(¢)  Developer and subtenants shall not inquire about, require
disclosure of, or if such information is received base an Adverse Action on an
applicant’s or potential applicant for employment, or employee’s: (1) Arrest not
leading to a Conviction, unless the Arrest is undergoing an active pending
criminal investigation or trial that has not yet been resolved; (2) participation in or
completion of a diversion or a deferral of judgment program; (3) a Conviction that
has been judicially dismissed, expunged, voided, invalidated, or otherwise
rendered inoperative; (4) a Conviction or any other adjudication in the juvenile
justice system; (5) a Conviction that is more than seven years old, from the date of
sentencing; or (6) information pertaining to an offense other than a felony or
misdemeanor, such as an infraction.

(d  Developer and subtenants shall not inquire about or require
applicants, potential applicants for employment, or employees to disclose on any
employment application the facts or details of any conviction history, unresolved
arrest, or any matter identified in subsection (c) above. Developer and subtenants
shall not require such disclosure or make such inquiry until either after the first
live interview with the person, or after a conditional offer of employment.

()  Developer and subtenants shall state in all solicitations or
advertisements for employees that are reasonably likely to reach persons who are
reasonably likely to seek employment with Developer or subtenant at the
Premises, that the Developer or subtenant will consider for employment qualified
applicants with criminal histories in a manner consistent with the requirements of
Chapter 12T.

‘ ® Developer and subtenants shall post the notice prepared by the
Office of Labor Standards Enforcement (“OLSE”), available on OLSE’s website,
in a conspicuous place at the Premises and at other workplaces within San
Francisco where interviews for job opportunities at the Premises occur. The notice
shall be posted in English, Spanish, Chinese, and any language spoken by at least
5% of the employees at the Premises or other workplace at which it is posted.

(g0 Developer and subtenants understand and agree that upon any
failure to comply with the requirements of Chapter 12T, the City shall have the
right to pursue any rights or remedies available under Chapter 12T or this Lease,
including but not limited to a penalty of $50 for a second violation and $100 for a
subsequent violation for each employee, applicant or other person as to whom a
violation occurred or continued, termination or suspension in whole or in part of
this Lease.

(h)  If Developer has any questions about the applicability of Chapter
12T, it may contact the City’s Real Estate Division for additional information.
City’s Real Estate Division may consult with the Director of the City’s Office of
Contract Administration who may also grant a waiver, as set forth in Section
12T.8.
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50.19 Local Hiring Policy for Improvements and Alterations |

Any undefined, initially-capitalized term used in this Section shall have
the meaning given to such term in San Francisco Administrative Code Section
6.22(G) (the "Local Hiring Policy"). The Improvements and any alterations are
subject to the Local Hiring Policy unless the cost for such work on alterations is
(i) estimated to be less than $750,000 per building permit or (i) meets any of the
other exemptions in the Local Hiring Policy. Accordingly, as a condition of this
Lease, Developer agrees that it shall comply with the requirements of the Local
Hiring Policy applicable to the Improvements or any alteration and shall require
its subtenants to comply with those requirements to the extent applicable. Before
starting any work on the Improvements or any alteration, Developer shall contact
City’s Office of Economic Workforce and Development ("OEWD") to verify if
any Local Hiring Ordinance requirements apply to such work or alteration.
Developer shall comply with all such applicable requirements. Developer’s
failure to comply with its obligations under this Section shall constitute a material
breach of this Lease and may subject Developer and its subtenants to the

consequences of noncompliance specified in the Local Hiring Policy, including
but not limited to penalties. Without limiting the foregoing:

(a) For a Covered Project estimated to cost more than $750,000,
Developer and its subtenants shall comply with the applicable mandatory
participation levels for Project Work Hours performed by Local Residents,
Disadvantaged Workers, and Apprentices as set forth in San Francisco
Administrative Code Section 6.22(G)(4).

(b)  For a Covered Project estimated to cost more than $1,000,000,
Developer and its subtenants shall prepare and submit a local hiring plan to
OEWD for approval as set forth in San Francisco Administrative Code Section
6.22(G)(6) prior to commencing any of the work subject to the Local Hiring
Policy.

© Developer and its subtenants shall comply with the applicable
record keeping and reporting requirements and shall cooperate in City inspections
and audits for compliance with the Local Hiring Policy, including access to
employees of its contractors and subcontractors and other witnesses at the
Premises.

(d)  Developer agrees that (i) Developer shall comply with all
applicable requirements of the Local Hiring Policy; (ii) the provisions of the
Local Hiring Policy are- reasonable and achievable by Developer and its
subtenants; and (iii) Developer has had, and its subtenants will have prior to
signing their subleases for the Premises, a full and fair opportunity to review and
understand the terms of the Local Hiring Policy.

18.  Notwithstanding anything in the Lease to the contrary, except as expressly set forth in

this Amendment, all other terms and conditions of the Lease shall remain in full force and
First Amendment to Ground Lease
Laurel Gardens Apartments 21



effect. Any conflict between the terms and conditions of the Lease and those of this
Amendment shall be resolved in favor of this Amendment.

19.  This Amendment may be executed in two or more counterparts, each of which shall be
deemed an original, but all of which when taken together shall constitute one and the
same instrument.

20.  The terms, covenants and conditions contained in this Amendment shall bind and inure to
the benefit of the parties hereto and, except as otherwise provided herein, their successors

and assigns.

[Signatures on following page(s)]
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IN WITNESS WHEREOF, the undersigned has duly executed and delivered this First
Amendment to Ground Lease or caused this First Amendment to Ground Lease to be duly
executed and delivered by its authorized representative as of the date first set forth above.

CITY:

CITY AND COUNTY OF SAN FRANCISCO,
a municipal corporation

By:
Olson M. 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]
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IN WITNESS WHEREOF, the undersigned has duly executed and delivered this First
Amendment to Ground Lease or caused this First Amendment to Ground Lease to be duly
executed and delivered by its authorized representative as of the date first set forth above.

DEVELOPER:

LAUREL GARDENS OF BETHEL A.M.E. CHURCH, L.P.,
a California limited partnership

By:  Laurel Gardens of Bethel A.M.E. Church, Inc.,

a California nonprofit public benefit corporation,
its general partner

By:

Suniqua Thomas, Secretary

[END OF SIGNATURE PAGES]
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Valuation Glossary

Valuation & Advisory Services

CONTACT DETAILS

DIR +1 206 695 4200
FAX +1 206 682 7938

Colliers International
8601 Union Street
Suite 4800

Seattle, WA 88101

www.colliers.com

Accelerating success.

These definitions were extracted from the

following sources or publications:

The Dictionary of Real Estate Appraisal, Fifth
Edition, Appraisal Institute, Chicago, llincis,
2010 (Dictionary).

Uniform Standards of Professional Appraisal
Practice, 2014-2015 Edition (USPAP).

The Appraisal of Real Estate, Fourteenth
Edition, Appraisal Institute, Chicago, llinois,
2013 (14" Edition).

Marshail Valuation Service, Marshall & Swift,
Los Angeles, California (MVS).

Absolute Net Lease

Alease in which the tenant pays all expenses
including structural maintenance, building
reserves, and management; often a long-
term lease to a credit tenant. (Dictionary)

Ad Valorem Tax

A real estate tax based on the assessed
value of the property, which is not necessarily
equivalent to its market value. (14" Edition)

Aggregate of Retail Values (ARV)

The sum of the separate and distinct market
value opinions for each of the units in a
cendominium; subdivision development, or
portfolioc of properties, as of the date of
valuation. The aggregate of retail values
does not represent an opinion of value; it is
simply the total of multiple market value
conclusions.(Dictionary)

Arm’s-length Transaction

A transaction between unrelated parties who
are each acting in his or her own best
interest. (Dictionary)

As-is Market Value

The estimate of the market value of real
property in its current physical condition,
use, and zoning as of the appraisal date.
(Dictionary)

Assessed Value

The value of a property according to the tax
rolls in ad valorem taxation; may be higher
or lower than market value, or based on an
assessment ratio that is a percentage of
market value. (14" Edition)

Average Daily Room Rate (ADR)

In the lodging industry, total guest room
revenue divided by the total number of
occupied rooms. (Dictionary)

Band of Investment

A technigue in which the capitalization rates
aftributable to components of a capital
investment are weighted and combined to
derive a weighted-average rate attributable
to the total investment, (Dictionary)

Cash-Equivalent Price

The price of a property with above- or below- -
market financing expressed in terms of the
price that would have been paid in an all-
cash sale. (Dictionary)

Common Area

The total area within a property that is not
designed for sale or rental but is available
for common use by all owners, tenants, or

their invitees, e.g.,, parking and its
appurtenances, malls, sidewalks,
{fandscaped areas, recreation areas, public
toilets, truck and service facilities.
{Dictionaty)
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Contract Rent

The actual rental income specified in a lease.
(14th Edition)

Cost Approach

A set of procedures through which a value
indication is derived for the fee simple
interest in a property by estimating the
current cost to construct a reproduction of (or
replacement for) the existing structure,
including an  entrepreneurial  incentive;
deducting depreciation from the total cost;
and adding the estimated land value.
Adjustments may then be made to the
indicated fee simple value of the subject
property fo reflect the value of the property
interest being appraised. (14th Edition)

Curable Functional Obsolescence

An element of depreciation; a curable defect
caused by a flaw in the structure, materials,
or design, which can be practically and
economically corrected, {Dictionary)

Debt Coverage Ratio (DCR)

The ratio of net operating income to annual
debt service, which measures the relative
ability of a property to meet its debt service
out of net operating income; also called debt
service coverage ratio (DSCR). (Dictionary}

Deferred Maintenance

Needed repairs or replacement of items that
should have taken place during the course of
normal maintenance. Dictionary)

Depreciation

In appraising, a loss in property value from
any cause; the difference between the cost of
an improvement on the effective date of the
appraisal and the market value of the
improvement on the same date. (Dictionary)

Direct Costs

Expenditures for the labor and materials
used in the construction of improvements;
also called hard costs. (Dictionary)

Discounted Cash Flow (DCF) Analysis

The procedure In which a discount rate is
applied to a set of projected income streams
and a reversion. The analyst specifies the
quantity, variability, timing, and duration of
the income streams and the quantity and
timing of the reversion, and discounts each
to its present value at a specified yield rate.
(Dictionary)

Discount Rate

An interest rate used to convert future
payments or receipts into present value;
usually considered to be a synonym for yjeld
rate. (Dictionary)

Disposition Value

The most probable price that a specified
interest in real property is likely to bring
under all of the following conditions:

1. Consummation of a sale within a
future exposure time specified by the client.

2. The property is subjected to market
conditions prevailing as of the date of
valuation,

3. Both the buyer and seller are acting
prudently and knowledgeably.

4. The seller is under compulsion to sell.
5. The buyer is fypically motivated.

6. Both parties are acting in what they
consider their best interests.

7.  An adequate marketing effort will be
made during the exposure time specified by
the client,
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8.  Payment will be made in cash in U.S.
dollars or in terms of financial arrangements
comparable thereto.

9. The price represents the normal

- consideration for the property sold,

unaffected by special or creative financing or
sales concessions granted by anyone
associated with the sale.

This definition can alsc be modified io

“provide for valuation with specified financing

terms. (Dictionary)
Easement

The right to use another's land for a stated
purpose. Access or right-of-way easements
may be acquired by private parties or public
utilities. Governments may be the
beneficiaries of easements placed on
privately owned land that is dedicated to
conservation, open space, or preservation.
(14" Edition)

Economic Life

The period over which improvements to real
property contribute to property value.
(Dictionary)

Effective Age

The age of property that is based on the
amount of observed deterioration and
obsolescence it has sustained, which may
be different from its chronological age.
(Dictionary)

Effective Date

The date on which the analyses, opinions,
and advice In an appraisal, review, or
consulting service apply. (Dictionary)

Effective Gross income (EGI) -

The anticipated income from all operations of
the real property after an allowance is made
for vacancy and collection losses and an
addition is made for any other income.
{Dictionary} .

Effective Gross Income Multiplier (EGIM)

The ratio between the sale price (or value) of
a property and its effective gross income.
(Dictionary)

Effective Rent

The rental rate net of financial concessions
such as periods of free rent during the lease
term and above or below-market tenant
improvements (Tls). (14" Edition)

Eminent Domain

The right of government to take private
property for public use upon the payment of
just compensation. The Fifth Amendment of
the U.S. Constitution, also known as the
takings clause, guarantees payment of just
compensation upon appropriation of private
property. (Dictionary)

Entrepreneurial Incentive

The amount an entrepreneur expects to
receive for his or her contribution to a project.
Entrepreneurial incentive may be
distinguished from entrepreneurial  profit
{often called developer’s profit) in that it is the
expectation of future profit actually earned on
a development or improvement. (Dictionary)
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Entrepreneurial Profit

A market-derived figure that represents the
amount an enfrepreneur receives for his or
her contribution 10 a project and risk; the
difference between the total cost of a
property (cost of development) and its
market value {property value after
completion),  which  represents  the
entrepreneur's compensation for the risk and
expertise associated with development. An
entrepreneur is motivated by the prospect of
future value enhancement (e, the
entrepreneurial incentive). An entrepreneur
who successfully creates value through new

" development, expansion, renovation, or an

innovative change of use is rewarded by
entrepreneurial profit. Entrepreneurs may
also fail and suffer losses. (Dictionary)

Excess Land

Land that is not needed to serve or support
the existing improvement. The highest and
best use of the excess land may or may not
be the same as the highest and best use of
the improved parcel. Excess land may have
the potential to be sold separately and is
valued separately. (Dictionary)

Excess Rent

The amount by which contract rent exceeds
market rent at the time of the appraisal;
created by a lease favorable to the landiord
(lessor) = and may reflect unusual
management, unknowledgeable or unusually
motivated parties, a lease execution in an
earlier, stronger rental market, or an
agreement of the parties. Due to the higher
risk inherent in the receipt of excess rent, it
may be calculated separately and
capitalized or discounted at a higher rate in
the income capitalization approach. (14"
Edition)

Expense Stop

A clause in a lease that limits the landlord's
expense obligation, which results in the
lessee paying any operating expenses above
a stated level or amount. (Dictionary)

Exposure Time

The estimated length of time that the property
interest being appraised would have been
offered on the market prior to the hypothetical
consummation of a sale at market value on the
effective date of the appraisal;, a retrospective
opinion based on an analysis of past events
assuming a compelitive and open market.
(Dictionary)

External Obsolescence

An’element of depreciation; a diminution in
value caused by negative externalities and
generally incurable on the part of the owner,
landlord, or tenant. (Dictionary)

Extraordinary Assumption

An assumption, directly related to a specific
assignment, as of the effective date of the
assignment results, which, if found to be false,
could alter the appraiser's opinions or
conclusions.  Extraordinary  assumptions
presume as fact otherwise uncertain
information about physical, legal, or economic
characteristics of the subject property; or about
conditions external to the property such as
market conditions or frends; or about the
integrity of data used in an analysis. An
extraordinary assumption may be used in an
assignment only if:

« It is required to properly develop
credible opinions and conclusions;

+ The appraiser has a reasonable basis
for the extraordinary assumption;

« Use of the extraordinary assumption
results in a credible analysis; and

« The appraiser complies with the
disclosure requirements set forth in
USPAP for extraordinary assumptions.
(USPAP)
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Fair Market Value

A term that is, in concept, similar to market
value in general usage; used mainly in
condemnation, litigation, income tax, and
property tax situations. When an appraisal

assignment involves developing an opinion of -

fair market value, the appropriate, requisite,
and precise definition of the term depends on
the use of the appraisal and the applicable
jurisdiction. (Dictionary)

Feasibility Analysis

A study of the cost-henefit relationship of an
economic endeavor, (USPAP)

Fee Simple Estate

Absolute ownership unencumbered by any
other interest or estate, subject only to the
limitations imposed by the governmental
powers of taxation, eminent domain, police
power and ascheat. (Dictionary)

Floor Area Ratio (FAR)

The relationship between the above-ground
floor area of a building, as described by the
building code, and the area of the plot on
which jt stands; in planning and zoning, often
expressed as a decimal, e.g., a ratio of 2.0
indicates that the permissible floor area of a
building is fwice the total land area.
(Dictionary)

Functional Obsolescence

The impairment of functional capacity of a
property according fo market tastes and
standards. (Dictionary)

Functional Utility

The ability of a property or building to be useful
and to perform the function for which it is
intended according to current market tastes
and standards; the efficiency of a building’s
use in terms of architectural style, design and
layout, traffic patterns, and the size and type of
rooms. {Dictionary)

Furniture, Fixtures, and Equipment
(FF&E)

Business trade fixtures and personal property,
exclusive of inventory. (Dictionary)

Going-concern Value

1. The market value of all the tangible and
infangible assets of an established and
operating business with an indefinite life, as if
sold in aggregate; more accurately termed the
market value of the going concern.

2. The value of an operating business
enterprise. Goodwill may be separately
measured but is an integral component of
going-concern value when it exists and is
recognizable. (Dictionary)

Gross Building Area (GBA)

" Total floor area of a building, excluding

unenclosed areas, measured from the extérior
of the walls of the above-grade area. This
includes mezzanines and basements if and
when typically included in the region.
(Dictionary) '

Gross Leasable Area (GLA} - Commercial

Total floor area designed for the occupancy
and exclusive use of tenants, including
basements and mezzanines; measured from
the center of joint partitioning to the outside
wall surfaces. (Dictionary)



Valuation Glossary

Valuation & Advisory Services

CONTACT DETAILS

DIR H1 206 635 4200
FAX +1 206 682 7938

Colliers international
601 Union Street
Suite 4800

Seattle, WA 88101

www .colliers.com

Gross Living Area {GLA) - Residential

Total area of finished, above-grade
residential area; calculated by measuring the
outside perimeter of the structure and
includes only finished, habitable, above-
grade living space. (Finished basements and
attic areas are not generally included in total
gross living area. Local practices, however,
may differ.) (Dictionary)

Highest & Best Use

The reasonably probable and legal use of
vacant land or an improved property that is
physically possible, appropriately supported,
financially feasible, and that results in the
highest value, The four criteria the highest and
best use must meet are legal permissibility,
physical possibility, financial feasibility, and
maximum  productivity.  Alternatively, the
probable use of land or improved property—
specific with respect to the user and timing of
the use—that is adequately supported and
results in  the highest present value.
(Dictionary)

Highest and Best Use of Land or a Site as
Though Vacant

Among all reasonable, alternative uses, the
use that yields the highest present land value,
after payments are made for labor, capital, and
coordination. The use of a property based on
the assumption that the parcel of land is
vacant or can be made vacant by demolishing
any improvemenits, (Dictionary)

Highest and Best Use of Property as
Improved

The use that should be made of a property as
it exists. An existing improvement should be
renovated or retained as is so long as it
continues o contribute to the total market
value of the property, or untl the return from a
new improvement would more than offset the
cost of demolishing the existing building and
constructing a new one. (Dictionary}

Hypothetical Condition

A condition, directly related to a specific
assignment, which is contrary to what is
known by the appraiser to exist on the
effective date of the assignment resuits, but is
used for the purpose of analysis. Hypothetical
conditions are contrary to known facts about
physical, legal, or economic characteristics of
the subject property; or about conditions
external to the property, such as market
conditions or trends; or about the integrity of
data used in an analysis. (USPAP)

Income Capitalization Approach

in the income capitalization approach, an
appraiser analyzes a property's capacity to
generate fulure benefits and capitalizes the
income into an indication of present value. The
principle of anticipation is fundamental to this
approach. Techniques and procedures from
this approach are used to analyze comparable
sales data and to measure obsolescence in
the cost approach. (14th Edition)

Incurable Functional Chsolescence

An element of depreciation; a defect caused
by a deficiency or superadequacy in the
structure, materials, or design that cannot be
practically or economically corrected.
(Dictionary)

Indirect Costs

Expenditures or allowances for items other
than labor and materials that are necessary
for construction, but are not typically part of
the construction contract. Indirect costs may
include administrative costs; professional
fees; financing costs and the interest paid on
construction loans; taxes and the builder's or
developer's  all-risk  insurance  during
construction; and marketing, sales, and
lease-up costs Incurred to  achieve
occupancy or sale. (Dictionary)
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Insurable Value

Value used by insurance companies as the
basis for insurance. Often considered {o be
replacement or reproduction cost plus
allowances for debris removal or demolition
less deterioration and non-insurable items.
Sometimes cash value or market value, but
often entirely a cost concept. (MVS)

Liquidation Value

The most probable price that a specified
interest in real property should bring under
the following conditions:

1. Consummation of a sale within a short
time period.

2. The property is subjected to market
conditions prevailing as of the date of
valuation,

3. Both the buyer and seller are acting
prudently and knowledgeably.

4. The seller is under exitreme compulsion
to sell.

5. The buyer is typically motivated.

8. Both parties are acting in what they
consider to be their best interests.

7. A normal marketing effort is not possible
due to the brief exposure time.

8. Payment will be made in cash in U.S.
dollars or in terms of financial
arrangements comparable thereto.

9. The price represents the normal
consideration for the property sold,
unaffected by speclal or creative
financing or sales concessions granted
by anyone associated with the sale.

This definition can also be modified to
provide for valuation with specified financing
terms. (Dictionary)

Interim Use

The temporary use to which a site or improved
property is put until it is ready o be put to'its
future highest and best use. {Dictionary)

Leased Fee Interest

A freehold (ownership interest) where the
possessory interest has been granted to
another party by creation of a contractual
landlord-tenant relationship. (Dictionary)

Leasehold Interest

The tenant's possessory interest created by a
lease. {Dictionary)

Legally Nonconforming Use

A use that was lawfully established and
maintained, but no longer conforms to the use
regulations of the current zoning in the zone
where it is located; also known as a
grandfathered use. {Dictionary)

Market Study

A macroeconomic analysis that examines the
general market conditions of supply, demand,
and pricing or the demographic of demand for a
specific area or property type. A market study
may also include analyses of construction and
absorption trends. (Dictionary)

Marketability Study

A microsconomic study that examines the
marketabilily of a given property or class of
properties, usually foousing on the market
segment(s) in which the property is likely to
generate demand. Marketability studies are
useful in determining a specific highest and best
use, festing development proposals, and
projecting an  appropiate  tenant  mix.
{Dictionary)
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Market Analysis

A process for examining the demand for and
supply of a property type and the geographic
market area for that property type.
(Dictionary) ,

Market Area

The area associated with a subject property
that contains its direct competition.
(Dictionary)

Market Rent

The most probable rent that a property should
bring in a competitive and apen market
reflecting all conditions and restrictions of the
lease agreement, including permitied uses,
use restrictions, expense obligations, term,
concessions, renewal and purchase options,
and tenant improvements (Tls). (14th Edition)

Market Value

The most probable price which a property
should bring in a competitve and open
market under all conditions requisite to a fair

“sale, the buyer and seller each acting

prudently and knowledgeably, and assuming
the price is not affected by undue stimulus.
Implicit in this definition is the consummation
of a sale as of a specified date and the
passing of title from seller to buyer under
conditions whereby:

1. buyer and seller are typically motivated;

2. both parties are well informed or well
advised, and acting in what they consider
their own best interests;

3. areasonable time is allowed for exposure
in the open market;

4. payment is made in terms of cash in U.S.
dollars or in terms of financial arrangements
comparable thereto; and

5. the price represents the normal
consideration for the property sold unaffected
by special or creative financing or sales
concessions granted by anyone associated
with the sale. (Office of Comptroller of the
Currency (OCC), Tile 12 of the Code of
Federal Regulation, Part 34, Subpart C -
Appraisals, 34.42 (g); Office of Thiift
Supervision (OTS), 12 CFR 564.2 (g); This is
also compatible with the RTC, FDIC, FRS and
NCUA definitions of market value.)

Net Operating Income (NOJ)

The . actual or anticipated net income that
remains after all operating expenses are
deducted from effective gross income but
before mortgage debt service and book
depreciation are deducted. Note: This
definition mirrors the convention used in
corporate finance and business valuation for
EBITDA ({earnings before interest, taxes,
depreciation, and amortization). (14th Edition)

Obsolescence

One cause of depreciation; an impairment of
desirability and usefulness caused by new
inventions, changes in design, improved
processes for production, or external factors
that make a property less desirable and
valuable for a continued use; may be either
functional or external. (Dictionary)
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Off-site Costs

Costs incurred in the development of a
project, excluding actual building construction
costs, e.g.,'the costs of streets, sidewalks,
curbing, traffic signals, and water and sewer
mains; also called common costs or off-site
improvement costs. (Dictionary)

On-gite Costs

Costs incurred for the actual construction of
buildings and improvements on a particular
site. (Dictionary)

Overage Rent’

The percentage rent paid over and above the
guaranteed minimim rent or base rent
calculated as a percentage of sales in excess
of a specified breakeven sales volume. (14"
Edition)

Overall Capitalization Rate (OAR)

An income rate for a total real property interest
that reflects the relationship between a single
year's net operating income expectancy and
the total property price or value. (Dictionary)

Potential Gross Income {PGI)

The total income atiributable to real property
at full occupancy before vacancy and
operating  expenses are deducted.
(Dictionary)

Potential Gross Income Muitiplier (PGIM)

The ratio between the sale price (or value) of
a property and its annual potential gross
incomé. (Dictionary)

Present Value (PV)

The value of a future payment or series of
future payments discounted fo the current
date or to time period zero. (Dictionary)

Parking Ratio

The ratio of parking area or parking spaces to
an economic or physical unit of comparison.
Minimum required parking ratios for various
land uses are often staled in  zoning
ordinances.(Dictionary)

Prospective Opinion of Value

A value opinion effective as of a specified
future date. The term does not define a type of
value, Instead, it identifies a value opinion as
effective at some specific future date. An
opinion of value as of a prospective date is
frequently sought in connection with projects
that are proposed, under construction, or under
conversion to a new use, or those that have not
achieved sellout or a stabilized level of long-
term occupancy. (Dictionary)

Qualitative Analysis

The process of accounting for differences (such
as between comparable properties and the
subject property) that are not quantified; may
be combined with quaniitative analysis.
(Dictionary)

Quantitative Adjustment

in the sale comparison approach, the process
of making numerical adjustments to the sale
prices of comparable properties, including data
analysis techniques (paired data analysis,
grouped data analysis, and secondary data
analysis), statistical analysis, graphic analysis,
frend analysis, cost analysis (cost-to-cure,
depreciated cost), and capitalization of rent
differences; usually precedes qualifative
analysis. (Dictionary)

Rentable Area

The amount of space on which the rent is
based; calculated according to local practice. ‘
(Dictionary)
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Replacement Cost

The estimated cost to construct, at current
prices as of the effective appraisal date, a
substitute for the building being appraised,
using modem materials and current
standards, design, and fayout. (Dictionary}

Reproduction Cost

The estimated cost to construct, at current
prices as of the effective date of the appraisal,
an exact duplicate or replica of the building
being appraised, using the same materials,
construction standards, design, layout, and
quality of workmanship and embodying all the
deficiencies, superadequacies, and
obsolescence of the subject building.
(Dictionary)

Retrospective Value Opinion

A value opinion effective as of a specified
historical date. The term does not define a
type of value. Instead, it identifies a value
opinion as being effective at some specific
prior date. Value as of a historical date is
frequently sought in connection with property
tax appeals, damage models, lease
renegotiation, deficiency judgments, estate
tax, and condemnation. Inclusion of the type
of value with this term is appropriate, e.g.,
“retrospective  market  value  opinion.”

~ (Dictionary)

Sales Comparison Approach

The process of deriving a value indication
for the subject property hy comparing
market information for similar properties with
the property being appraised, identifying
appropriate units of comparison, and making
qualitative comparisons with or quantitative
adjustments to the sale prices {(or unit
prices, as appropriate) of the comparable
properties based on relevani, market-

derived elements of  comparison,

Scope of Work

The type and extent of research and analysis
in an appraisal or appraisal review
assignment. Scope of work includes, but is not
limited to:

The extent to which the property is identified;

The extent to which tangible property is
inspected;

The type and extent of data researched; and

The type and extent of analysis applied to
arrive at opinions or conclusions. (USPAP)

Shopping Center Types

Neighborhood Shopping Center: The smallest
type of shopping center, generally with a
gross leasable area of between 30,000 and
100,000 square feet. Typical anchors include
supermarkets. Neighborhood shopping
centers offer convenience goods and personal
services and usually depend on a market
population support of 3,000 to 40,000 people.

Community Shopping _Center: A shopping
center of 100,000 to 400,000 square feet that
usually contains one junior department store,
a variety store, discount or department store.
A community shopping center generally has
between 20 and 70 retall tenants and a
market population support of 40,000 to
150,000 people.

Regional Shopping Center: A shopping center
of 300,000 to 800,000 square feet that is built
around one or two full-ine department stores
of approximately 200,000 square feet each
plus small tenant spaces. This type of center
is typically supported by a minimum
population of 150,000 people.
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Shopping Center Types (cont.)

Super-Regional Center: A large center of
600,000 to 2.0 million square feet anchored
by three or more full-line department stores.
This type of center is typically supported by
a population area of 300,000 people. (14"
Edition)

Superadequacy

An excess in the capacily or quality of a
structure or  structural component;
determined by market standards.
(Dictionary)

Surplus Land

Land that is not currently needed to support
the existing improvement but cannot be
separated from the property and sold off.
Surplus land does not have an independent
highest and best use and may or may not
contribute value to the improved parcel.
(Dictionary}

Tenant Improvements (Tls)

1. Fixed improvements to the land or
structures installed for use by a lessee.

2. The original installation of finished tenant
space in a construction project; subject to
periodic change for succeeding tenants.
{Dictionary)

Triple Net Lease

A lease in which the tenant assumes all
expenses (fixed and variable) of operating a
property except that the - landlord s
responsible  for structural maintenance,
building reserves, and management. Also
called NNN, ftriple net lease, or fully net
lease. (Dictionary)

Usable Area

The area that is actually used by the tenants
measured from the inside of the exterior walls
to the inside of walls separating the space
from  hallways and common  areas.
{Dictionary)

Useful Life

The period of time over which a structure or a
component of a properly may reasonably be
expected to perform the function for which it
was designed. (Dictionary)

Vacancy and Collection Loss

A deduction from potential gross income (PGl)
made to reflect income deductions due to
vacancies, tenant turnover, and non-payment
of rent; also called vacancy and credit loss or
vacancy and contingency loss. Often vacancy
and collection loss is expressed as a
percentage of potential gross income and
should reflect the competitive market. its
treatment can differ according to the interest
being appraised, property type, capitalization
method, and whether the property is at
stabilized occupancy. (Dictionary)

Yield Capitalization

A method used to convert future benefits into
present value by 1) discounting each future
benefit at an appropriate yield rate, or 2)
developing an overall rate that explicitly
reflects the investment's income pattern,
holding period, value change,'and yield rate.
(Dictionary)
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Accelerating success.

Phil Sarazen joined Colliers International
Valuation & Advisory Services in April 2014,
Phil has been working in the appraisal
industry since 1979 and has experience in a
wide range of property types.

Throughout his career, Phil has performed
various types of appraisal assignments,
specializing in mixed-use properties. During
the 1980s, Phil was one of the first to create
appraisal software and established a large
appraisal service in 14 Western States
including Hawaii with 128 offices and more
than 1200 appraisers. Phil is alsoc a
published author and contributor to several
industry publications.

His specialty at Colliers is Retail, Office and
Industrial use property types but has also
performed Special Purpose appraisals that
include proposed religious faciliies and a
privately owned airport. Phil has experience
in valuations of properties valued over $25
million and consuitations completed on a
wide range of cormercial, industrial,
apartments, residential, and special purpose
properties located throughout Southern and
Northern California. Phil primarily works in
the counties of Kern, Fresno, San Diego,
Orange, Los Angles, Riverside, San
Bernardino, and Sacramento. '

PROFESSIONAL AFFILIATIONS AND
ACCREDITATIONS

Candidate for Designation, Appraisal
Institute

APPRAISAL INSTITUTE COURSES
Separating Personal, Tangible, Intangible
Interests

Apartment Appraisals

Business Ethics

Advanced Applications

Sales & Cost Approach

Valuation Analysis & Report Writing
R.E. Appraisal Principles
Standards of Professional Practice
Investment Analysis

Case Studies in R.E. Valuation
Cap Theory & Tech, Part A

Cap Theory & Tech, Part B

Single Family Residential Appraisal
Basic Valuation Procedures
USPAP

Demonstration Report Writing
OTHER RELATED COURSES
Real Estate Economics

Property Management

Real Estate Appraisal

Real Estate Finance

Real Estate Legal Aspects

Real Estate Lending Brokerage
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 REPRESENTATIVE GLIENTS AND PROJECTS -

Mortgage Lenders: Mixed-Use, retail, office, industrial, special purpose and vacant land.

Attorneys, CPAs: Partial Interests, Leasehold Interests, L.ease Analysis, Estate Taxes

Government Agencies: City-Owned Retall Kiosks along Metrolink Platforms

Developers: Live/Work Retaill/Condominium Project in Santa Ana, CA

Special Purpose: Privately owned public use Gliderport in the Tehachapi Mountains

Private Investors: Leasehold Values, Acquisition/Disposition of Assets, 'Lease Analysis,







Colliers International

Valuation & Advisory Services

Services Offered

Single Asset Valuation
Portfolio Vatuation

Institutional Asset Valuation

Loan Pool Valuation
Appraisal Review
Appraisal Management
Lease and Cost Analysis
Insurance Valuation
Arbitration & Consulting
feasibility Studies
Investrnent Analysis

Highest and Best Use Studies

Tax Appeals
Litigation Support
Segregated-Cost Analysis

Experience That Counts
Office

Industrial

Retail

Multifamity

Mixed-Use Properties
Senior Housing

Land

Self-Storage
Manufactured Housing
Net Lease

Hospitality

Health Care
Subdivisicns

Embassies & Consulates
GSA Properties

Special Use Properties
Telecommunications

VALUATION & ADVISORY SERVICES

Real estate valuations play a pivotal role '

in today's business climate. An accurate
and well supported opinion of property
value can mean the difference between
reaching a critical goal—securing a loan,
closing a sale, reporting to investors,
choosing the hest asset—or failing to
achieve it altogether,

Celliers Valuation & Advisory Services'
reports are designed to deliver insight
into a property’s fundamentals, its
competition and the overall market
dynamics affecting value, A solid
valuation report can be a strategic

asset for investors, lenders and owners,
provided that it addresses both a
property’'s unique characteristics and the
most current market conditions.

Commitment to high-end client service,
coupled with Colliers International's
unparalleled market intelligence and
resources, differentiates us as the firm of
choice in the real estate industry.

PROFESSIONALS

Our professionals share a commitment
to deliver the highest level of service
and consistent results. We go the extra
mile for our clients, whether this means
rmeeting a tight deadline or working with
a complex and challenging property.

TECHNOLOGY

ur unmatched report creation
technology speeds appraisals through
the pipeline. This secure, centralized
production systern generates a wide
range of reports and high volume
portfolia orders without delays.

INFORMATION

Taday's business climate places
valuation in a more pivotal position
than ever before. All our appraisals

are evaluated and approved by an
experienced review team to ensure
our clients receive concise and timely
appraisals. With clear, prompt reporting
and a comprehensive, big picture
approach, Colliers International’s
Valuation and Advisory reports give
our clients the information they need to
make better business decisions,

Colliers international



Expanded Cumulative Housing Balances for Board of Supervisor Districts range from -181%
(District 4).to 54% (District 5). Negative balances in Districts 1 (-25%), 2 (-12%), 3 (-7%), 4 (-181%),..
7 (-15%), and 11 (-159%) resulted from the larger numbers of units removed from protected status
relative to the net new affordable housing and net new housing units built in those districts.

Table 1A
Cumulative Housing Balance Calculation, 2006 Q1 — 2015 Q4
Units Total .
:'ﬁe:r:::e Removed | Entitled | Total Net E":i:f:; & | Housin
BoS Districts from Affordable { New Units . B
Housing - . i . Permitted { Balance
Protected Units Built
Bulit ) Units
Status | Permitted
BoS District 1 172 (439) 4 374 98 | -55.7%
BoS District 2 6 {299) 40 350 605 | -26.5%
BoS District 3 224 (481) 14 1,207 221 | -17.0%
BoS District 4 10 {357) 1 103 88 1 -181.2%
BoS District 5 589 (302) 217 1,230 730 25.7%
BoS District 6 3,116 (381) ' 602 13,021 5,564 17.1%
BoS District 7 9% {288) - 384 160 | -35.3%
BoS District 8 3131 (356) 170 1,078 626 7.5%
BoS District 9 226 (429) 20 1,142, 255 | -13.1%
BoS District 10 758 (376) 442 2,631 2,676 | 15.5%
BoS District 11 22 (410) 26 111 117 | -158.8%
TOTALS 5,532 _ (4,118) 1,536 22,531 11,140 8.8%
SAH ERANCISCR ‘ : 4
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Table 1B

Expanded Cumulative Housing Balance Calculation;, 2006 Q1 — 2015 Q4

Net New Units Tatal Total
A f: rdable Acquisitions RAD Removed | Entitled | Total Net | Entitled Housin
BosS Districts orda & Rehahs : from Affordable | New Units and &
Housing Program - N Balance
Completed Protected Units Buiit Permitted
Built s .
Status Permitted Units
BoS District 1 172 - 144 {439) 4 374 98 | -25.2%
BoS District 2 6 24 113 {299) 40 350 605 | -12.1%
BoS District 3 224 - 143 (481) 14 1,207 221 -7.0%
BoS District 4 10 - - (357) 1 103 88 | -181.2%
BoS District 5 589 290 263 (302) 217 1,230 730 53.9%
BoS District 6 3,116 | 926 189 {381) 602 13,921 5,564 22.8%
BoS District 7 96 - 110 (288) - 384 160 | -15.1%
BoS District 8 313 - 132 (356) 170 1,078 626 15.2%
BoS District 9 226 319 118 (429) 20 1,142 255 | 182%
BoS District 10 758 - 213 (376) 442 2,'631 2,676 19.5%
BoS District 11 22 - - (410) 26 111 117 | -158.8%
TOTALS 5,532 1,559 1,425 ‘ {4,118) 1,536 22,531 11,140 17.6%

PROJECTED HOUSING BALANCE

Table 2 below summarizes residential projects that have received entitlements from the Planning

Commission or the Planning Department but have not yet received a site or building permit.
Overall projected housing balance at the end of 2015 is 15%. This balance is expected to change as
several major projects have yet to declare how their affordable housing requirements will be met.
In addition, three entitled major development projects — Treasure Island, PatkMerced, and
Hunters Point — are not included in the accounting until applications for building permits are
filed or issued as specified in the ordinance, Remaining phases from these three projects will
yield an additional 22,400 net new units; 23% (or 5,170 units) would be affordable to low and
moderate income households.

The Projected Housing Balance does not account for affordable housing units that will be
- produced as a result of the Inclusionary Housing Fee paid in a given reporting
cle. Those affordable housing units are produced several years after the Fee is collect-
ed. Units produced through the Fee typically serve lower income households than do
the inclusionary units, including special needs populations requiring services, such as
seniors, transitional aged youth, families, and veterans.

SAN FRANCISCO
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Table 2

Projected-Housing Balance Calculation, 2015Q4- . ——.

Very Low Low ) . Total Net New Total‘ Affordable
BosS District Moderate | Middle TBD Affordable ) Units as % of
Income Income Units Units Net New Units
BoS District1 - - - - - - 14 0.0%
BoS District 2 - - - - - - 46 0.0%
BoOS District 3 - - - 16 16 301 5.3%
BoS District 4 - - - - 2 0.0%
BoS District 5 - - - - 5 5 59 8.5%
BoS District6 439 74 129 29 25 696 3,320 21.0%
BoS District7 ~ - - - - - 147 0.0%
BoS District8 - - 3 - - 3 105 2.9%
BoS District9 - - - - - 33 0.0%
BoS District 10 - 10 - 168 178 1,872 9.5%
BoS District 11 - - - - - - 7 0.0%
Totals 439 74 142 29 214 898 5,906 15.2%

CUMULATIVE HOUSING BALANCE ELEMENTS

Because the scope covered by the Housing Balance calculation is broad, each element - or group
of elements — will be discussed separately. The body of this report will account for figures at the
Board of Supervisor district level. The breakdown of each element using the Planning
Department District geographies, as required by Section 103, is provided separately in an
Appendix C. This is to ensure simple and uncluttered tables.

Affordable Housing and Net New Housing Production

Table 3 below shows housing production between 2006 Q1 and 2015 Q4. This ten-year period
resulted in a net addition of 22,530 units to the City’s housing stock, including 5,530 affordable
" units. A majority of net new housing units and affordable units built in the ten year reporting
period were in District 6 (13,920 or 62% and 3,116 or 56% respectively). District 10 follows with
about 2,630 (12%) net new units, including 760 (14%) affordable units.

The table below also shows that almost 25% of net new units built between 2006 Q1 and 2015 Q4
were affordable units. While District 1 saw modest gains in net new units built, almost half of
these were affordable (46%); almost half of net new units in District 5 were also affordable.
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Table 3
New Housing Production by Affordability, 2006 Q1 - 2015 Q4

Total Affordable Units

BoS District . | VeryLow Low Moderate | Middle |Affordable TotaI.Net as % of Total
Units Units Net Units
BoS District 1 170 2 - - 172 374 46.0%
BoS District 2 - - 6 - 6 350 1.7%
BoS District 3 161 11 52 - 224 1,207 18.6%
BoS District 4 - - 10 - 10 103 9.7%
 BoS District 5 422 77 20 - 589 1,230 47.9%
BoS District 6 1,969 615 509 23 3,116 13,921 22.4%
BoS District 7 70 26 - - 96 384 25.0%
BoS District 8 260 32 21 - 313 1,078 29.0%
BoS District 9 138 40 48 - 226 1,142 19.8%
BoS District 10 105 291 362 - 758 2,631 28.8%
BoS District 11 - 10 12 - 22 111 19.8%
TOTAL 3,295 1,104 1,110 23 5,532 22,531 24.6%

It should be noted that units affordable to Extremely Very Low Income (EVLI) households are
included under the Very Low Income (VLI) category because certain projects that benefit
homeless individuals and families — groups considered as EVLI — have income eligibility caps at
the VLI level.,

Acquisition and Rehabilitation of Affordable Housing Units

Table 4 below lists the number of units that have been rehabilitated and/or acquired between
2006 and 2015 to ensure permanent affordability. These are mostly single-room occupancy hotel
units that are affordable to extremely very low and very low income households.

Table 4
Acquisitions and Rehabilitation of Affordable Housing, 2006-2015
BoS District N.o'.nf No. of Units
Buildings
. BoS District 2 1 24
BoS District 5 2 290
BoS District 6 11 926
BoS District9 . 2 319
TOTALS 16 1,559
SAN FRANDISCO 7
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RAD Program

The San Francisco Housing Authority’s Rental Assistance Demonstration (RAD) frogré:ﬁ .
preserves at risk public and assisted housing projects. According to the Mayor’s Office, RAD
Phase 1 transferred 1,425 units to developers in December 2015.

Table 5

RAD Affordable Units
BoS Districts - Projects ~ |Units
BoS District 1 2 144
BoS District 2 1 113
BoS District 3 2 143
BoS District 5 3 263
BoS District 6 2 189
BosS District 7 1 110
BoS District 8 2 132
BoS District 9 1 118
Bos District 10 1 213 |
TOTALS 15 1,425

Units Removed From Protected Status

San Francisco’s Residential Rent Stabilization and Arbitration Ordinance protects tenants and
presetves affordability of about 175,000 rental units by limiting annual rent increases, Landlords
can, however, terminate tenants’ leases through no-fault evictions including condo conversion,
owner move-in, Ellis Act, demolition, and other reasons that are not the tenants’ fault. The
Housing Balance calculation takes into account units permanently withdrawn from rent |
stabilization as loss of affordable housing, The following no-fault evictions affect the supply of
rent controlled units by removing units from the rental market: condo conversion, demolition,
Ellis Act, and owner move-ins (OMISs). It should be noted that OMIs were not specifically called
out by the Ordinance to be included in the calculation. However, because owner move-ins have
the effect of the losing rent controlled units either permanently or for a substantial period of time,
these numbers are included in the Housing Balance calculation as intended by the legislation’s
sponsors. Some of these OMI units may return to being rentals and will still fall under the rent

_ control ordinance. . »

_ Table 6 below shows the distribution of no-fault eviction notices issued between January 2006
and December 2015. Eviction notices have been commonly used as proxy for evictions. Owner
Move-In and Ellis Out notices made up the majority of no fault evictions (52% and 35%
respectively). Distribution of these no-fault eviction notices is almost evenly dispersed, with
Districts 3 and 1 leading (12% and 11% respectively).

SAN FRAHCISCO
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Table 6
Units Removed from Protected Status, 2006 — 2015

o Condo Owner Units Removed
BoS District Conversion Demolition | Ellis Out Move-In from Protected
Status

BoS District 1 1 26 132 280 439
BoS District 2 8 13 136 142 ' 299
BoS District3 6 12 289 174 481
BoS District 4 1 94 66 196 357
BoS District 5 16 23 140 123 302
BoS District 6 2 80 65 234 381
BoS District 7 2 24 39 223 288
BoS District 8 12 33 268 43 356
BoS District 9 4 71 219 135 429

" BoS District 10 2 36 35 303 376
BaS District 11 | - 93 43 274 410
TOTALS . 54 505 1,432 2,127 4,118

Entitled and Permitted Units

Table 7 lists the number of units that have received entitlements from the Planning Commission
or the Planning Department, These pipeline projects have also received site permits from the
Department of Building Inspection and most are under construction as of the final quarter of
2015. Half of these units are being built in or will be built in District 6. Fourteen percent of units
that have received Planning entitlements and site permits from the DBI will be affordable.
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Mayor’s Office of Housiﬁg and Community Development
City and County of San Francisco

Edwin M. Lee
Mayor

Olson Lee

Director

April 4, 2016

Mayor Edwin M. Lee

City and County of San Francisco

Board of Supervisors

City Hall

1 Dr. Carlton B. Goodlett Place Room 200
San Francisco, CA 94102

RE: Resolution authorizing execution and performance of an Amendment to Long Term
Ground Lease for real property located at 1555 Turk Street

With this memo, I am submitting to you for introduction at the Board of Supervisors meeting on
Tuesday, April 5, 2016 a resolution authorizing the execution and performance of an Amendment
to Long Term Ground Lease for real property located at 1555 Turk Street between the City and
County of San Francisco and Laurel Gardens of Bethel A.M.E. Church L.P., a California limited
partnership in connection with the refinancing and rehabilitation of 52 units of affordable
housing for low and very low income individuals and families. The Amendment to Ground Lease
modernizes the original ground lease executed on October 1, 1998 to current terms for Mayor’s
Office of Housing and Community Development (“MOHCD”) affordable housing related ground
leases. Accompanying the Amendment to Ground Lease is a land appraisal that values the
subject land at $9,500,000.

This resolution represents the conclusion of negotiations with Laurel Gardens of Bethel A.M.E.
Church L.P. and their lender Citibank. The refinance enables the sponsor to perform
approximately $6,000,000 worth of rehabilitation scope of work with no additional City funds.
The rehabilitation will include site improvements, major exterior envelope upgrades, HVAC and
electrical system upgrades, interior unit upgrades to kitchens and bathrooms as well as ADA
upgrades to the site and interior units. This rehabilitation will enhance the quality of life for the
current residents and ensure long term sustainable operations of the property.

We look forward to the introduction of this resolution on April 5, 2016 and expect to see the final
approval of this resolution at the Board of Supervisors meeting on April 26, 2016. We anticipate
the closing this real estate transaction by the April 29, 2016.

1 South Van Ness Avenue — Fifth Floor, San Francisco, CA 94103
Phone: (415) 701-5500 Fax: (415) 701-5501 TDD: (415) 701-5503 ® www.sfmohcd.org



If you have any questions ...out the resolution or the project, pleas. contact myself or MOHCD
Project Manager, Faith Kirkpatrick at 701-5510.

Kate Hartley
Deputy Director
Mayor’s Office of Housing and Community Development



Introduction Form

By a Member of the Board of Supervisors or the Mayor

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

X 1. For reference to Committee. (An Ordinance, Resolution, Motion, or Charter Amendment)
2. Request for next printed agenda Without Reference to Committee.

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

. 4. Request for letter beginning "Supervisor 7 ' inquires"

5. City Attorney request.

6. Call File No. .| from Committee.

7. Budget Analyst request (attach written motion).

8. Substitute Legislation File No.

9. Reactivate File No.

O O oooogodoil

10. Question(s) submitted for Mayoral Appearance before the BOS on |

Please check the appropriate boxes. The proposed legislation should be forwarded to the following:
[] Small Business Commission [l Youth Commission [ Ethics Commission

[] Planning Commission [1 Building Inspection Commission
Note: For the Imperative Agenda (a resolution not on the printed agenda), use a Imperative Form.

Sponsor(s):

Supervisor Breed

Subject:

Enter into an Amendment to a 99 year Ground Lease - 1555 Turk Street- Laurel Gardens of Bethel A.M.E. Church,
L.P. — up to $950,000/year, including mandatory $15,000/year base rent

The text is listed below or attached:

Resolution authorizing the execution and performance of an Amendment toa Long Term Ground Lease of 99 years
|in length between the City and County of San Francisco and Laurel Gardens of Bethel AM.E. Church L.P., a
California limited partnership, for real property located at 1555 Turk Street, San Francisco, in connection with the

refinancing and rehabilitation of 52 units of affordable housing for low andfve}ry low income individuals and
families. - y

Y
Signature of Sponsoring Supervisor: ? B ’&ﬁﬁ .

V.

For Clerk's Use Only:
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