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AMENDED IN COMMITTEE

7/27/16
FILE NO. 160795 RESOLUTION NO.
1 [Agreements - Purchase and Sale for Real Estate and Ground Lease - 1036 Mission
X Associates, L.P - 1036 Mission Street - $5,476,250 and $15,000 Respectively]
3 ||Resolution approving and authorizing the execution and performance of an Agreement of
4 ||Purchase and Sale of Real Estate in connection with the acqmsmon of the parcel located
5 ||at 1036 Mission Street (Assessor’s Parcel Block No. 3703, Lot No 162) (“the Property”), for
6 |/$5,476,250, and a long term, 85-years with a 14-year extension option, Ground Lease of the
7 Property for $15,000 annual base rent, with 1036 Mission Associates, L.P., to construct a |
8 ||100% affordable, 83-unit multifamily rental housing development for low-income
9 | households and formally homeless families and a commercial shell for a 1,061 square foot
10 ||commercial space; adopting findings that the project was properly analyzed in the
11 Negative Declaration prepared under the California Environmental Quality Act, and that
12 |/the conveyancé and lease are consistent with the City’s General Plan, and the priority
13 ||policies of Planning Code Section 101.1; and authorizing and directing the Director of
14 ||Property and Director of the Mayor’s Office of Housing and Community Development to
15 |/ execute documents, make certain modlf' catlons and take certam actions in furtherance of
16 R this Re;;lutlon ;s_d;f n;(I h;reln - -
17
18 WHEREAS, In April 2008, the Mayor’s Office of Housing (now the Mayor’s Office of
19 ||Housing and Community Development) (‘MOHCD”) issued a Notice of Funding Availability
20 || ("NOFA”) to provide financing assistance for the development of low income affordable rental
21 ||family housing; and
22 WHEREAS, Tenderioin Neighborhood Development Corporation (“TNDC”), a California
23 || nonprofit public benefit corporation, submitted an application in response to the NOFA and
24 ||was selected to be the developer for an apartment building for low ihcome families, including
25
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homeless families to be located at 1036 Mission Street (Assessor’s Block 3703, Lot 162) (the
“Property”); and

WHEREAS, TNDC established 1036 Mission Associates, L.P., a California
limited partnership (“Seller/Lessee”), as a separate entity under which to develop the
Project; and

WHEREAS, Seller/Lessee acquired the property in 2007 for $5,500,000, using a
$100,000 acquisition loan from the former San Francisco Redevelopment Agency (now known
as the Successor Agency to the Redevelopment Agency of the City And‘County of San Francisco, a
public body organized and existing under the laws of the State of California, commonly known as the
Office of Community Investment and Infrastructure ( the “Successor Agency” or “OCII"), (the
“Redevelobment Agency Loan”), and a $5,476,250 acquisition loan from MOHCD (the
“MOHCD Acquisition Loan”); and

WHEREAS, MOHCD desires to achlire the Property from Seller/Lessee
pursuant to a Purchase and Sale Agreement (“PSA”) in substantially the form on file
with the Clerk of the Board of Supervisors in File No. 160795, incorporated herein by
reference; and

WHEREAS, In consideration of the Seller/Lessee’s agreement to convey the
Property, MOHCD shall credit the outstanding balance and accrued interest of the
MOHCD Acquisition Loan and reconvey the related Deed of Trust subject to the
conditions described in the PSA; and

WHEREAS, MOHCD is also prbviding the Seller/Lessee with new financial assistance
to leverage equity from an allocation of low-income housing tax credits and other funding
sources in order to construct a 100% affordable, 83-unit multifamily rental housing
development for low-income households and formally homeless families and a commercial

shell for a 1,061 square foot commercial space on the Property (the “Project”); and
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WHEREAS, Seller/Lessee has obtained all entitiements and is ready to begin

construction of the Project; and

- WHEREAS, An appraisal dated March 26, 2016 valued the Property at
$17,480,000 with entitlements; and

WHEREAS, MOHCD and the Director of Property have approved the form of the -
Ground Lease between MOHCD and the Seller/Lessee, pursuant to which MOHCD will lease
the Property to the Seller/Lessee for Fifteen Thousand Dollars ($15,000.00) per year Base
Rent, in exchange for the Seller/Lessee’s agreement, among other things, to operate the
Project with rent levels affordable to households up to 50% San Francisco Area Median
Income (AMI). A copy of the Ground Lease in substantially the form approved is on file with
the Clerk of the Board of Supervisors in File No. 160795; and is incorporated herein by

reference; and,

WHEREAS, The Ground Lease provides, among other conditions, for a term of [85]

years and one [14] year option to extend; and,

— .- -WHEREAS, The Planning Department analyzed the project in the 1036 Mission- -

Street Mitigated Negative Declaration, which was adopted on May 14, 2009 in Planning
Commission Resolution No. 19135 (Planning Case No. 2007.1464E). The Planning
Commissfon adopted a Mitigation Monitoring and Reporting Program as part of such
adoption and approval of the Project

WHEREAS, The Planning Department found that the Acquisition and Ground
Lease are consistent with the City's General Plan and with the Eight Priorify Policies
under Planning Code Section 101.1 for the reasons set forth in the letter of the
Department of City Planning dated April 21, 2016, which is on file with the Clerk of the

Board of Supervisors in File No. 160795; now, therefore, be it
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RESOLVED, That the Board of Supervisors hereby finds that the Acquisition
and Ground Lease are consistent with the City's General Plan and with the Eight
Priority Policies under Planning Code Section 101.1 for the same reasons set forth in
the letter of the Department of City Planning dated April 21, 2016, and hereby
incorporates such findings by reference as though fully set forth in this Resolution; and,
be it

FURTHER RESOLVED, That the Board of Supervisors hereby finds that the
Acqﬁisition is consistent with CEQA per the 1036 Mission Street Mitigated Negative
Declaration, adopted on May 14, 2009 (Planning Case No. 2007.1464E) and, be it

FURTHER RESOLVED, That in accordance with the recommendations of the
Director of Property and the Director of MOHCD, the Board of Supervisors hereby
approves the Transaction Documents, and authorizes the Director of Property (or his
designee) and the Director of MOHCD (or his designee) to execute and deliver the
Transaction Documents and any such other documents that are necessary or
advisable to complete the transaction contemplated by the Transéction Documents,
including the Ground Lease, and to effectuate the purpose and intent of this
Resolution; and, be it

FURTHER RESOLVED, That the Board of Supervisors authorizes the Director
of Property (or his designee) and the Director of MOHCD (or his designee), in
consultation with the City Attorney, fo enter into any additions, amendments or other
modifications to the Purchase and Sale Agreement and the Ground Lease (including in
each instance, without limitation, the attachment of exhibits), that the Director of
Property and the Director of MOHCD determine are in the best interests of the City, do
not materially decrease the benefits to the City with respect to the Property, or

otherwise materially increase the obligations or liabilities of the City, and are necessary

Mayor Lee; Supervisor Kim
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or advisable to complete the transaction contemplated herein, effectuate the purpose
and intent of this Resolution, and are in compliance with all appliéable laws, including
the City’s Charter. Documents that include amendments from what was previously
submitted to the Board shall be provided to the Clerk of the Board, as signed by the
parties, together with a marked copy to show any changés, within 30 days of execution
for inclusion in the official file; and, be it

FURTHER RESOLVED, That all actions authorized and directed by this
Resolution and heretofore taken are hereby ratified, approved and confirmed by this

Board of Supervisors.

Mayor Lee; Supervisor Kim
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RECOMMENDED:

Wk

John Updike, Dlrecg of P o rty

08 —Loe

Olson Lee, Director, Mayor's Office of Housing and Community Development

Mayor Lee/Supervisor Kim
BOARD OF SUPERVISORS
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BUDGET AND FINANCE COMMITTEE MEETING . JuLy 27,2016

ltem 7 Department:
File 16-0795 Mayor’s Office of Housing and Community Development
(MOHCD)

Legislative Objectives

The proposed resolution would: (1) authorize a purchase and sale agreement for 1036 Mission
Street L.P., an affiliate of Tenderloin Neighborhood Development Corporation (TNDC), to sell
1036 Mission Street to the City for $5,476,250; and (2) authorize an 85-year ground lease, with
one 14-year option to extend, between the City and 1036 Mission Associates to construct an 83-
unit 100 percent affordable housing development at the site.

Key Points

e The Mayor’s Office of Housing and Community Development (MOHCD) and the former
Redevelopment Agency awarded TNDC $5,576,250 for site acquisition and predevelopment
costs in 2006 to purchase land at 1036 Mission Street in the South of Market Area (SOMA)
neighborhood in order to develop a 100 percent affordable housing development.

s TNDC was unable to secure capital financing for construction of the project in 2010 due to
the economic conditions at the time. In 2013, TNDC was able to secure partial permanent
financing from state and federal sources, and move forward with the project. MOHCD
approved a $14,046,092 loan to the project to fill the remaining gap in financing.

» The proposed development is a 9-story, 83-unit 100 percent affordable housing project,
which includes 40 units specifically for homeless families. The development also includes
on-site management and services for residents, and commercial retail space.

ground lease, with one 14-year option to extend with TNDC for use of the property, for a
99-year ground lease.
Fiscal Impact

o  MOHCD would purchase 1036 Mission Street from 1036 Mission Associates, an affiliate of
TNDC, for $5,476,250, which is the same amount that was loaned to TNDC to purchase the
property in 2006 ($5,576,250 less the $100,000 loan from the Redevelopment Agency).

e The total rent payable by TNDC to MOHCD over the term of the 85-year lease would be
" $15,000 per year or $1,275,000 over 85 years.

Policy Consideration

s TNDC’s proposal to construct a nine-story, 83-unit building is three to four stories lower, and
results in 39 to 70 fewer affordable housing units than is permitted under the current C-3-G
Downtown General Zoning. MOHCD staff cites increased cost constraints related to building
taller than nine stories that could make the project infeasible at this time.

: Recommendation
Approve the proposed resolution.

SAN FRANCISCO BOARD OF SUPERVISORS . BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE COMMITTEE MEETING Juy 27,2016

MANDATE STATEMENT

City Charter Section 9.118(c) states that any lease of real property for a period of ten or more
years, including options to renew, or having anticipated revenue to the City of $1 million or
more, and the modification of such lease, is subject to Board of Supervisors approval.

Administrative Code Section 23.4 authorizes the Director of the City’s Real Estate Division to
accept deeds granting real property to the City subject to Board of Supervisors approval.

BACKGROUND

1036 Mission Associates, L.P., an affiliate of Tenderloin Neighborhood Development
Corporation (TNDC), a non-profit organization, currently owns a 15,200 square foot (SF) vacant
parking lot at 1036 Mission Street between Sixth and Seventh Streets in the South of Market
Area (SOMA) neighborhood of the City. TNDC intends to develop a 9-story, 83-unit 100 percent
affordable housing development for low-income and formerly homeless families on the site.

Site Acquisition & Predevelopment

The former Redevelopment Agency issued a Notice of Funding Availability (NOFA) in 2006 for
permanent affordable housing for very-low income and homeless families. Based on a
competitive process, TNDC was awarded $5,800,000 to cover site acquisition and
predevelopment costs of 1036 Mission Street. $5,700,000 in funding was from MOHCD, and
$100,000 was from the Redevelopment Agency.

TNDC purchased the property at 1036 Mission Street from a private owner for $5,576,250 in
2007." In 2009, TNDC secured entitlements from the Planning Department for a 7-story, 88 unit
building. The total costs for the original development were expected to be $40,313,989.

Project Delays

TNDC was unable to secure capital financing for the construction of the project in 2010 due to
the economic conditions at the time, and chose to hold the land instead. During this time, TNDC
leased the site on a month-to-month basis to Priority Parking, which operated a pay-per-space
parking lot. This lease terminated in May 2016.

In 2013, TNDC secured partial permanent ﬁnancing from state and federal sources for the
remaining phases of the project, and notified MOHCD that it would begin to move forward with
the construction of the project. -

Proposed Development at 1036 Mission Street

Entitlements for the original project expired by 2013, so TNDC secured entitiements for a
revised design in 2014. The revised-proposal consists of 83 total units. 40 units will be set aside
for homeless families earning no more than 30 percent of area median income as determined
" by the U.S. Department of Housing and Urban Development (HUD). Operating expenses for the
40 units are anticipated to be subsidized through the Human Service Agency’s Local Operating

! The remaining $123,750 in funding not expended for the purchase price of the land was used for payment of
transfer tax and other related costs.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST

1249



BUDGET AND FINANCE COMMITTEE MEETING JUL)( 27,2016

Subsidy Program (LOSP). The remaining 43 units will be for families earning less than 50 percent
of San Francisco area median income. '

The proposed development will include on-site management and services for residents in
addition to 1,061 square feet (SF) of commercial retail space.

1036 Mission Street Property Appraisal

TNDC hired James G. Palmer Appraisals, Inc. to prepare an updated appraisal for the property in
2016 based on the highest and best use of the site. The appraisal valued the property at
$17,480,000 (or $1,150/SF for 15,200 SF lot) based on an analysis of five comparable sales from
2013 to 2015 in SOMA, Potrero Hill, Nob Hill and Pacific Heights."

DETAILS OF PROPOSED LEGISLATION . »

The proposed resolution would:

(1) Authorize a purchase and sale agreement for 1036 Mission Street L.P., an affiliate of TNDC,
to sell 1036 Mission Street to the City for $5,476,250,

(2) Authorize an 85-year ground lease, with one 14-year option to extend, between the City and
1036 Mission Associates to construct an 83-unit 100 percent affordable housing development;

(3) Adopt findings that the purchase, sale and lease of the property are consistent with the

California Environmental Quality Act (CEQA), the General Plan and the eight policy priorities of

Planning Code Section 101.1, and

(4) Authorize the Director of the City’s Real Estate Division and the Director of the Mayor’s A

Office of Housing and Community Development (MOHCD) to execute documents and take
action to further the proposed resolution.

City Purchase of Site from TNDC

According to the original 2006 loan agreement between TNDC and the Redevelopment Agency,

TNDC would transfer the fee title to 1036 Mission Street to the Redevelopment Agency before
TNDC closes construction financing. Transfer of the fee title to 1036 Mission Street would be
used as a payment of the $100,000 loan from the Redevelopment Agency. In addition, the
MOHCD loan of $5,476,250 provided to TNDC to purchase the property would be forgiven
when the property was transferred to the Redevelopment Agency at construction closing.

Consistent with State Dissolution Law that went into effect in February 2012, MOHCD has been
designated as the Housing Successor Agency, and the Successor Agency to the Redevelopment
Agency (Office of Community Investment and Infrastructure or OCIl) transferred all of its
housing obligations and related assets to MOHCD as of February 1, 2012.

Now that the obligations related to the proposed project at 1036 Mission Street have been
fulfiled under the Redevelopment Agency Loan Agreement, OCll will assign the Loan
Agreement to MOHCD through an approval of the Oversight Board and the California
Department of Finance, which will take place after construction financing has closed.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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MOHCD will purchase 1036 Mission Street from TNDC for the amount of of $5,476,250. The
outstanding balance and accrued interest on the MOHCD loan to TNDC of $5,476,250 will be
credited against the purchase of 1036 Mission Street.

Ground Lease between the City and TNDC

The proposed resolution would approve an 85-year ground lease between the City and 1036
Mission Associates for 1036 Mission Street. Key terms for the lease are shown in Table 1 below.

Table 1: Key Lease Terms

Lease Term
Size of Property _ 15,200 SF
Lease Period 85 years (July 2016 to July 2101)

One 14-year option to extend the lease through 2115 for a

tions t lease
Options to extend the leas total lease term of 99 years

Annual base rent paid by TNDCto ~

MOHCD $15,000 annually, or $1,275,000 over the 85-year period

Annual rent adjustments to base rent None

Source: MOHCD

Planning Department Findings

The Planning Department adopted a Mitigated Negative Declaration on May 14, 2009. The
Planning Department additionally determined the acquisition and ground lease are consistent
with the City’s General Plan, and the eight priority policies of the Planning Code.

FISCAL IMPACT

Under the proposed resolution, MOHCD would purchase 1036 Mission Street from 1036
Mission Associates, an affiliate of TNDC at 1036 Mission Street for $5,476,250, which is the
same amount that was loaned to TNDC to purchase the property in 2006 (55,576,250 less the
$100,000 loan from the Redevelopment Agency).

After purchasing the property, MOHCD would enter into an 85-year ground lease with TNDC
with a base rent payable by TNDC to MOHCD of $15,000 per year in exchange for TNDC's
agreement to construct the affordable housing development and rent the residential units at
affordable levels of up to 50 percent San Francisco area median income, as determined by HUD.
‘According to Ms. Sara Amaral, MOHCD Project Manager, the $15,000 base rent is the standard
fee MOHCD charges non-profit developers. '

The total amount of rent to be paid by TNDC to MOHCD over the term of the 85-year lease
would be §1,275,000, as shown in Table 2 below.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND i.EG!SLATIVE ANALYST
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‘Table 2: Total Rent Paid by TNDC to MOHCD

Annual Rent $15,000
Lease Term 85 years
Total Rent $1,275,000

Should the project’s income exceed expenses, the project would pay MOHCD for financing
provided to the project® based on a residual receipt repayment method, which divides residual
receipts between the various sources that financed the project, including the City, the State,
and tax credit investors.

Sources and Uses of Funds

The proposed development at 1036 Mission Street, excluding predevelopment and acquisition
costs, is estimated to cost $50,823,427, as shown in Table 3 below.

Table 3: 1036 Mission.Stree‘t Devglopment Sourcesrand Uses of Funds

- Solirces of Fun, Amount’:
Permanent
MOHCD Gap Financing Permanent Loan to TNDC $14,046,092
Deferred interest $727,776
Multifamily Housing Program Loan {CA HCD) $3,000,000
Transit-Oriented Development Loan (CA HCD) $7,000,000
Affordable Housing Program $1,000,000
Pre-Construction Income $1,058,212
4% Low-Income Housing Tax Credits 522,891,347
TNDC Equity $1,100,000
$50,823,427
_Uses of Fun Vit
Permanent
Hard Costs $37,719,705
Soft Costs | 410,603,722
TNDC Developer Fee $2,500,000
Total Uses of Funds $50,823,427
Cost Per Unit {83 units) $612,330

Source: MOHCD

According to Ms. Amaral, the cost per unit of $612,330 to construct the development is
$10,474, or two percent, higher than the average per unit cost of $601,856 for other
multifamily affordable projects in MOHCD’s portfolio.

The total City financing to the project of $19,622,342 (55,576,250 in acquisition loan and
$14,046,092 in permanent financing) results in an investment of $236,414 per unit for the 83
total units of housing, which is $16,843 or 7.7 percent, higher than the average per unit subsidy
of $219,571 in MOHCD’s current affordable housing portfolio.

2 As shown in Table 3, MOHCD is providing a loan of $14,046,092 to TNDC to construct the project.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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POLICY CONSIDERATION

The proposed affordable housing development is an 83-unit nine-story (85 foot) building.
Developments within C-3-G Downtown General Zoning have an allowable height of 120 feet, or
12 or 13 stories, depending on other factors such as bulk and height. At the maximum height,
projects can accommodate between 122 and 153 units. TNDC’s proposal to construct 83 units is
three to four stories lower, and 39 to 70 fewer affordable housing units than the maximum
zoning allowed.

According to Mr. Benjamin McCloskey, MOHCD Deputy Director of Finance and Administration,
a taller project with additional units as allowed by current zoning was deemed infeasible in May
2014, when the project was entitled, and again in April 2016 when TNDC received approval for
their construction loan from MOHCD, due to the increased costs for high-rise construction.

RECOMMENDATION

Approve the proposed resolution.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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AGREEMENT OF PURCHASE AND SALE FOR REAL ESTATE

by and between

1036 MISSION ASSOCIATES, L.P.,
a California limited partnership,
~as Seller

and
CITY AND COUNTY OF SAN FRANCISCO,
as Buyer

For the purchase and sale of

1036 Mission Street,
San Francisco, California

2016
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AGREEMENT OF PURCHASE AND SALE FOR REAL ESTATE
"~ (1036 Mission Street, San Francisco)

THIS AGREEMENT OF PURCHASE AND SALE FOR REAL ESTATE (this "Agreement")’
dated for reference purposes only as of , 2016 is by and between 1036 Mission
Associates, L.P., a California limited partnership ("Seller") and the CITY AND COUNTY OF
SAN FRAN CISCO a municipal corporation ("Buyer" or "City").

IN CONSIDERATION of the payments and the respective agreements contained herein
below, Seller and City agree as follows: .

1. PURCHASE AND SALE
1.1. Property Included in Sale

Seller agrees to sell and convey to City, and City agrees to purchase from Seller, subject
to the terms, covenants and conditions hereinafter set forth, the following:

(a)  therealproperty consisting of approximately fifteen thousand two
hundred (15,200) square feet of land, located in the City and County of San Francisco,
commonly known as 1036-1040 Mission Street, San Francisco, California and more particularly
described in Exhibit A attached hereto (the "Land");

(b)  all improvements and fixtures located on the Land (collectively, the
"Improvements");

(© any and all rights, privileges, and easements incidental or appurtenant to
the Land, including, without limitation, any and all minerals, oil, gas and other hydrocarbon
substances on and under the Land, as well as any and all development rights, air rights, water,
water rights, riparian rights and water stock relating to the Land, and any and all easements,
rights-of-way or other appurtenances used in connection with the beneficial use and enjoyment -
of the Land or Improvements, and any and all of Seller's right, title and interest in and to all
roads and alleys adjoining or servicing the Land or Improvements (collectively, the
"Appurtenances");

All of the items referred to in Subsections (a), (b) and (c) above are collectively referred
to as the "Property."

2. CONSIDERATION
2.1.Purchase Price

The total consideration for the purchase of the Property is Five Million Four Hundred and
Seventy-Six Thousand Two Hundred Fifty Dollars ($5,476,250) (the "Purchase Price").
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2.2. Payment

On the Closing Date (as defined in Section 6.2 [Closing Date]),); City shall pay the
Purchase Price, adjusted pursuant to the provisions of Article 7 [Expenses and Taxes], and
reduced by any credits due City hereunder, by crediting the City Loan in the amount of the
Purchase Price and reconveying that certain City Deed of Trust dated May 30, 2007 and recorded
with the San Francisco Assessor-Recorder’s Office as document number 2007-1395121-00 to the
Seller (the “City Deed of Trust”). On the Closing Date, City shall mark the City Loan
promissory note (the “City Note™) as being paid in full and return a copy of such cancelled City
Note to Seller. '

Seller acknowledges and agrees that if Seller fails at Closing to deliver to City the
documents required under Section 6.3 [Seller's Delivery of Documents], such failure will
constitute a failure of one of City’s Conditions Precedent and the Closing cannot occur.

2.3.Funds

All payments made by any party hereto shall be in legal tender of the United States of
America, paid by Controller's warrant or in cash or by wire transfer of immediately available
funds to Title Company (as defined below), as escrow agent.

3. TITLE TO THE PROPERTY
3.1. Conveyzince of Title to the 'Property

At the Closing Seller shall convey to City, or its nominee, marketable and insurable fee
simple title to the Land, the Improvements and the Appurtenances, by duly executed and
acknowledged grant deed in the form attached hereto as Exhibit C (the "Deed"), subject to the

-Accepted-Conditions-of Title (as-defined in Section-5.1.1(d) [ Title Insurance]).
3.2.Title Insurance

Delivery of title in accordance with the preceding Section shall be evidenced by the
commitment of Old Republic Title Insurance Company (the "Title Company") to issue to City an
- ALTA extended coverage owner's policy of title insurance (2006 Form ALTA Standard Owner's
Policy of Title Insurance) (the "Title Policy") in the amount of the Purchase Price, insuring fee
simple title to the Land and the Appurtenances in City free of the liens of any and all deeds of
trust, mortgages, assignments of rents, financing statements, creditors' claims, rights of tenants or
other occupants, and all other exceptions, liens and encumbrances except solely for the Accepted
Conditions of Title pursuant to Subsection 5.1.1(d) below. The Title Policy shall provide full
coverage against mechanics' and materialmen's liens arising out of the construction, repair or
* alteration of any of the Property, shall not contain any exclusion from coverage for creditor's
rights or bankruptcy and shall contain an affirmative endorsement that there are no violations of
restrictive covenants, if any, affecting the Property such special endorsements as City may
reasonably request.
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4. BUYER'S DUE DILIGENCE INVESTIGATIONS
4.1.Due Diligence and Time for Satisfaction of Conditions

City has been given a full opportunity to investigate the Property, either independently or
through agents of City's own choosing, including, without limitation, the opportunity to conduct
such appraisals, inspections, tests, audits, verifications, inventories, investigations and other due
diligence regarding the economic, physical, environmental, title and legal conditions of the
Property as City deems fit, as well as the suitability of the Property for City's intended uses, other
than title review, which shall be conducted pursuant to Section 5.1.1 below. City and its Agents
may commence additional due diligence investigations on the Property on or after the date this
Agreement is executed by both parties hereto. The period for completion of all such
investigations shall expire on June 30, 2016 (the "Due Diligence Period"), subject to the terms
and conditions provided hereinbelow. Seller agrees to deliver to City all of the Documents and
other items described in Subsections 5.1.4 within three (3) days after the date hereof, provided
that if Seller fails to do so, then the expiration of the Due Diligence Period shall be extended by
the number of days after the end of such 3-day delivery period that Seller delivers all such 1tems
to City.

5. ENTRY

During the Due Diligence Period and at all times prior to the Closing Date Seller shall
afford City and its Agents reasonable access to the Property for the purposes of satisfying City
with respect to the representations, warranties and covenants of Seller contained herein and the
satisfaction of the Conditions Precedent including, without limitation, the drilling of test wells
and the taking of soil borings. City hereby agrees to indemnify and hold Seller harmless from
any damage or injury to persons or property caused by the active negligence or willful -
misconduct of City or its Agents during any such entries onto the Property prior to the Closing,
except to the extent such damage or injury is caused by the acts or omissions of Seller or any of
its Agents. The foregoing Indemnity shall not include any claims resulting from the discovery or
disclosure of pre-existing environmental conditions or the non-negligent aggravation of pre-
existing environmental conditions on, in, under or about the Property, including the
Improvements. In the event this Agreement is terminated for any reason other than Seller's.
default hereunder, City shall restore the Property to substantially the condition it was found
subject to applicable laws. This indemnity shall survive the termination of this Agreement or the
. Closing, as applicable, provided that Seller must give notice of any claim it may have against
City under such indemnity (i) within six (6) months of such termination if the claim is brought
by a third party against Seller or (ii) within three (3) months of such termination or the Closing
Date, as applicable, if the claim involves damage to Seller's Property or any other claim not
brought by a third party against the Seller.

5.1. City's Conditions to Closing

The following are conditions precedent to City's obligation to purchase the Property
(collectively, "Conditions Precedent"):

5.1.1. City shall have reviewed and approved title to the Property, as follows:
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(@)  Within seven (7) days after the date City and Seller execute this
Agreement, Seller shall deliver to City a current extended coverage preliminary report on the
Property, issued by Title Company, accompanied by copies of all documents referred to in the
report (collectively, the "Preliminary Report");

(b)  Within the period referred to in clause (a) above, Seller shall
deliver to Buyer copies of any existing or proposed easements, covenants, restrictions,
agreements or other documents that affect the Property, and are not disclosed by the Preliminary
Report and

(©) City may at its option arrange for a survey of the Real Property and
Improvements prepared by a licensed surveyor (the "Survey™). Such survey shall be acceptable
to, and certified to, City and Title Company and in sufficient detail to provide the basis for and
the Title Policy without boundary, encroachment or survey exceptions.

(d)  City shall advise Seller, prior to the end of the Due Diligence
period, what exceptions to title, if any, City is willing to accept (the "Accepted Conditions of
Title™). City's failure to so advise Seller within such period shall be deemed dlsapproval of'title.
Seller shall have ten (10) days after receipt of City's notice of any objections to title to give City:
(A) evidence satisfactory to City of the removal of all objectionable exceptions from title or that
such exceptions will be removed or cured on or before the Closing; or (B) notice that Seller
elects not to cause such exceptions to be removed. If Seller gives notice under clause (B), City
shall have ten (10) business days to elect to proceed with the purchase or terminate this
Agreement. If City shall fail to give Seller notice of its election within such ten (10) days, City
shall be deemed to have elected to terminate this Agreement. If Seller gives notice pursuant to
clause (A) and fails to remove any such objectionable exceptions from title prior to the Closing
Date, and City is unwilling to take title subject thereto, Seller shall be in default hereunder and
City shall have the rights and remedies provided herein or at law or in equity. City and Seller
hereby acknowledge and agree that the Agency Deed of Trust (as defined herem) and Agency

~ Declaration (as defined herein) is an Accepted Condition of Title.™ T T

5.1.2. City's review and approval, within the Due Diligence Period, of the physical and
environmental conditions of the Property. Such review may include an examination for the
presence or absence of any Hazardous Material (as defined in Section 8.1.11). City shall be
responsible for performing or arranging any such reviews at City's expense, provided that if
City's consultants reasonably determine that, based upon their Phase I examination, a Phase II
examination is necessary with respect to all or a part of the Real Property, City may elect to
perform a Phase II examination and Seller shall pay the reasonable cost of any such Phase IT
examination performed by City or City's consultants.

5.1.3. City's review and approval, within the Due Diligence Period, of the comphance of the
Property with all applicable laws, regulations, permits and approvals.

5.1.4. City's review and approval, within the Due Diligence Period, of (i) the following
documents, all to the extent such documents exist and are either in the possession or control of
Seller, or any affiliate of Seller, or may be obtained by Seller, or any affiliate of Seller, through
the exercise of commercially reasonable efforts: insurance policies, insurance certificates of
tenants, and reports of insurance carriers insuring the Property and each portion thereof
respecting the claims history of the Property; environmental reports, studies, surveys, tests and
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assessments; soils and geotechnical reports; and any other contracts or documents of significance
to the Property (collectively, the "Documents"); and (ii) such other information relating to the
Property that is specifically requested by City of Seller in writing during the Due Diligence
Period (collectively, the "Other Information").

5.1.5. Seller shall not be in default in the performance of any covenant or agreement to be
performed by Seller under this Agreement, and all of Seller's representations and warranties
contained in or made pursuant to this Agreement shall have been true and correct when made and
shall be true and correct as of the Closing Date. At the Closing, Seller shall deliver to City a
certificate certifying that each of Seller's representations and warranties contained in Section 8.1
[Representations and Warranties of Seller] below are true and correct as of the Closing Date.

5.1.6. The physical condition of the Property shall be substantially the same on the Closing
Date as on the date of City's execution of this Agreement, reasonable wear and tear and loss by
casualty excepted (subject to the provisions of Section 9.1 [Risk of Loss]), and, as of the Closing
Date, there shall be no litigation or administrative agency or other governmental proceeding,
pending or threatened, which after the Closing would materially adversely affect the value of the
Property or the ability of City to operate the Property for its intended use, and no proceedings
shall be pending or threatened which could or would cause the change, redesignation or other
modification of the zoning classification of, or of any building or environmental code
requirements applicable to, any of the Property.

5.1.7. Title Company shall be committed at the Closing to issue to City, or its nominee, the
Title Policy as provided in Section 3.2 [Title Insurance] in the amount of the Purchase Price,
subject only to the Accepted Conditions of Title (excluding the Ground Lease, as defined below).
The City's Mayor and the Board of Supervisors, in the respective.sole discretion of each, shall
have enacted a resolution approving, adopting and authorizing this Agreement and the executed
Ground Lease, dated (the “Ground Lease”), on or before

. The Ground Lease is being entered into between City and Seller so that
Seller can construct a 100% affordable, 83-unit multifamily rental housing development for low
income households and formally homeless families, including a commercial space of 1,061
square feet on the Property (the “Project”). .

5.1.8. Seller shall have delivered the items described in Section 6.3 below [Seller's Delivery of
Documents] on or before the Closing.

5.1.9. That certain Redevelopment Agency of San Francisco loan in the original amount of
$100,000 (the “Agency Loan”) secured by a Deed of Trust dated May 30, 2007, and recorded
with the San Francisco Assessor-Recorder’s Office as document number 2007-1395123-000 (the
. “Agency Deed of Trust”) and by a Declaration of Restrictions recorded with the San Francisco
Assessor-Recorder’s Office as document number 2007-1395122-000 (the “Agency Declaration™),
shall be subordinated.

The Conditions Precedent contained in the foregoing Subsections 5.1.1 through 5.1.8 are
solely for the benefit of City. If any Condition Precedent is not satisfied, City shall have the
right in its sole discretion either to waive in writing the Condition Precedent in question and
proceed with the purchase or, in the alternative, terminate this Agreement, provided that the
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Conditions Precedent described in item 5.1.7 above may not be waived. The waiver of any
Condition Precedent shall not relieve Seller of any liability or obligation with respect to any
representation, warranty, covenant or agreement of Seller. If City shall not have approved or
waived in writing all of the Conditions Precedent by the end of the Due Diligence Period, then
this Agreement may be terminate by the City’s in its sole and absolute discretion. In addition, the
Closing Date may be extended, at City's option, for a reasonable period of time specified by City,
to allow such Conditions Precedent to be satisfied, subject to City's further right to terminate this
Agreement upon the expiration of the period of any such extension if all such Conditions
Precedent have not been satisfied.

In the event the sale of the Property is not consummated because of a default under this
Agreement on the part of Seller or if a Condition Precedent cannot be fulfilled because Seller
frustrated such fulfillment by some affirmative act or negligent omission, City may, at its sole
election, either (1) terminate this Agreement by delivery of notice of termination to Seller,
whereupon Seller shall pay to City any title, escrow, legal and inspection fees incurred by City
and any other expenses incurred by City in connection with the performance of its due diligence
review of the Property, and neither party shall have any further rights or obligations hereunder,
or (2) continue this Agreement pending City's action for specific performance and/or damages
hereunder, including, without limitation, City's costs and expenses incurred hereunder.

5.2.Cooperation with City

Seller shall cooperate with City and do all acts as may be reasonably requested by City
with regard to the fulfillment of any Conditions Precedent including, without limitation,
execution of any documents, applications or permits, but Seller's representations and warranties
to City shall not be affected or released by City's waiver or fulfillment of any Condition
Precedent. Seller hereby irrevocably authorizes City and its Agents to make all inquiries with
_and applications to any person or entity, including, without limitation, any regulatory authority .

with jurisdiction as City may reasonably require to complete its due diligence investigations.

5.3 Seller's Conditions to Closing

The following are conditions precedent to Seller's obligation to sell the Property
(collectively, "Seller Conditions Precedent"):

Grouﬁd Lease™) shall City shall have delivered the items described in Section 6.4 below
[City's Delivery of Documents] on or before the Closing ("Seller Conditions Precedent").

6. ESCROW AND CLOSING
6.1.Opening of Escrow

On or before the Effective Date (as defined in Article 11 [General Provisions]), the
parties shall open escrow by depositing an executed counterpart of this Agreement with Title
Company, and this Agreement shall serve as instructions to Title Company as the escrow holder
for consummation of the purchase and sale contemplated hereby. Seller and City agree.to
execute such additional or supplementary instructions as may be appropriate to enable the
escrow holder to comply with the terms of this Agreement and close the transaction; provided,
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however, that in the event of any conflict between the provisions of this Agreement and any
additional supplementary instructions, the terms of this Agreement shall control.

6.2.Closing Date

The consummation of the purchase and sale contemplated hereby (the “Closing”) shall be
held and delivery of all items to be made at the Closing under the terms of this Agreement shall
be made at the offices of Title Company located at 275 Battery Street, Suite 1500, San Francisco,
CA 94111, San Francisco, California, on , 2016, or on such earlier
date as City and Seller may mutually agree (the “Closing Date”), subject to the provisions of
Article 5. The Closing Date may not be extended without the prior written approval of both
- Seller and City, except as otherwise expressly provided in this Agreement. In the event the
Closing does not occur on or before the Closing Date, Title Company shall, unless it is notified
by both parties to the contrary within five (5) days after the Closing Date, return to the depositor
thereof items which may have been deposited hereunder. Any such return shall not, however,
limit the provisions hereof or otherwise relieve either party hereto of any liability it may have for
its wrongful failure to close.

6.3.Seller’s Delivery of Documents and Funds
At or before the Closing, Seller shall deliver into escrow, the following:
6.3.1. aduly executed and acknowledged Deed;

6.3.2. originals of the Documents and any other items relating to the ownership or operation of
the Property not previously delivered to City;

6.3.3. aduly executed and acknowledged Memo of Ground Lease and a duly executed Ground
Lease; : ‘

© 6.3.4. aproperly executed affidavit pursuant to Section 1445(b)(2) of the Federal Tax Code in
the form attached hereto as Exhibit F, and on which City is entitled to rely, that Seller is not a
“foreign person” within the meaning of Section 1445(£)(3) of the Federal Tax Code;

6.3.5. aproperly executed California Franchise Tax Board Form 590 certifying that Seller is a
California resident if Seller is an individual or Seller has a permanent place of business in
California or is qualified to do business in California if Seller is a corporation or other evidence
satisfactory to City that Seller is exempt from the withholding requirements of Section 18662 of
the State Tax Code;

6.3.6. such resolutions, authorizations, or other partnership documents or agreements relating to
Seller and its partners as City or the Title Company may reasonably require to demonstrate the
authority of Seller to enter into this Agreement and consummate the transactions contemplated
hereby, and such proof of the power and authority of the individuals executing any documents or
other instruments on behalf of Seller to act for and bind Seller;

6.3.7. closing statement in form and content satisfactory to City and Seller;
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6.3.8. the duly executed certificate regarding the continued accuracy of Seller’s representations
and warranties as required by Section 5.1.5 hereof; and

6.3.9. any amounts required to close escrow in accordance with the terms of this Agreemgnt.
6.4. City’s Delivery of Documents and Funds
At or before the Closing, City shall deliver into escrow the following:
6.4.1. an acceptance of the Deed executed by City’s Director of Property;
6.4.2. a closing statement in form and content satisfactory to City and Seller;
6.4.3. the reconveyance of the City Deed of Trust and the cancelled City Note;

6.4.4. aduly executed and acknowledged Memo of Ground Lease and a duly executed Ground
Lease; and

6.4.5. any amounts required to close escrow in accordance with the terms of this Agreement.
6.5. Other Documents

Seller and City shall each deposit such other instruments as are reasonably required by
Title Company as escrow holder or otherwise required to close the escrow and consummate the
purchase of the Property in accordance with the terms hereof, including, without limitation, an
agreement (the "Designation Agreement") designating Title Company as the "Reporting Person"
for the transaction pursuant to Section 6045(¢e) of the Federal Tax Code and the regulations
promulgated thereunder, and executed by Seller, City and Title Company. The Designation
Agreement shall be substantially in the form attached hereto as Exhibit G and, in any event, shall
comply with the requirements of Section 6045(e) of the Federal Tax Code and the regulations
promulgated thereunder.

7. EXPENSES AND TAXES
7.1.Closing Costs

City shall pay the cost of the Survey, the premium for the Title Policy and the cost of the
endorsements thereto, and escrow and recording fees. Seller shall pay the cost of any transfer
taxes applicable to the sale. Seller shall be responsible for all costs incurred in connection with
the prepayment or satisfaction of any loan, bond or other indebtedness secured by the Property
including, without limitation, any prepayment fees, penalties or charges. Any other costs and
charges of the escrow for the sale not otherwise provided for in this Section or elsewhere in this
Agreement shall be allocated in accordance with the closing customs for San Franc1sco County,
as determined by Title Company.
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7.2.Real Estate Taxes and Special Assessments

General real estate taxes payable for the tax year prior to year of Closing and all prior
years shall be paid by Seller at or before the Closing. General real estate taxes payable for the
tax year of the Closing shall be prorated through escrow by Seller and City as of the Closing
Date. At or before the Closing, Seller shall pay the full amount of any special assessments
against the Property, including, without limitation, interest payable thereon, apphcable to the
period prior the Closing Date,

7.3.Post-Closing Reconciliation

If any of the foregoing prorations cannot be calculated accurately on the Closing Date,
then they shall be calculated as soon after the Closing Date as feasible. Either party owing the
other party a sum of money based on such subsequent prorations shall promptly pay such sum to
the other party.

7.4. Survival
The prdvisions of this Section shall survive the Closing.
8. REPRESENTATIONS AND WARRANTIES |
8.1. Representations and Warranties of Seller
Seller represents and warrants to and covenants with City as follows:

8.1.1. To the best of Seller's knowledge, there are now, and at the time of the Closing will be,
no material physical or mechanical defects of the Property, and no violations of any laws, rules
or regulations applicable to the Property, including, without limitation, any earthquake, life
safety and handicap laws (including, but not limited to, the Americans with Disabilities Act).

8.1.2. The Documents and Other Information furnished to City are all of the relevant documents
and information pertaining to the condition and operation of the Property to the extent available
to Seller, and are and at the time of Closing will be true, correct and complete copies of such
documents. :

8.1.3. No document or instrument furnished or to be furnished by the Seller to the City in
connection with this Agreement contains or will contain any untrue statement of material fact or
omits or will omit a material fact necessary to make the statements contained therein not
misleading, under the circumstances under which any such statement shall have been made;
provided however that for any documents or instruments furnished by Seller that were prepared
by a third party, such representation shall only be to the best of Seller’s knowledge.

8.1.4. Seller does not have knowledge of any condemnation, either instituted or planned to be

instituted by any governmental or quasi-governmental agency other than City, whlch could
detrimentally affect the use, operation or value of the Property.
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8.1.5. There are no easements or rights of way which have been acquired by prescription or
which are otherwise not of record with respect to the Property, and there are no easements, rights
of way, permits, licenses or other forms of agreement which afford third parties the right to
traverse any portion of the Property to gain access to other real property. There are no disputes
with regard to the location of any fence or other monument of the Property's boundary nor any
claims or actions involving the location of any fence or boundary.

8.1.6. There is no litigation pending or, after due and diligent inquiry, to the best of Seller's
knowledge, threatened, against Seller or any basis therefor that arises out of the ownership of the
Property or that might detrimentally affect the use or operation of the Property for its intended
purpose or the value of the Property or the ability of Seller to perform its obligations under this
Agreement. 4

8.1.7. Seller is the legal and equitable owner of the Property, with full right to convey the same,
and without limiting the generality of the foregoing, Seller has not granted any option or right of
first refusal or first opportunity to any third party to acquire any interest in any of the Property.

8.1.8. Seller is a California limited partnership duly organized and validly existing under the
laws of the State of California and is in good standing under the laws of the State of California;
this Agreement and all documents executed by Seller which are to be delivered to City at the
Closing are,. or at the Closing will be, duly authorized, executed and delivered by Seller, are, or
at the Closing will be, legal, valid and binding obligations of Seller, enforceable against Seller in
accordance with their respective terms, are, and at the Closing will be, sufficient to convey good
and marketable title (if they purport to do so), and do not, and at the Closing will not, violate any
provision of any agreement or judicial order to which Seller is a party or to which Seller or the
Property is subject.

8.1.9. Seller represents and warrants to City that it has not been suspended, disciplined or
disbarred by, or prohibited from contracting with, any federal, state or local governmental
agency. In the event Seller has been so suspended, disbarred, disciplined or prohibited from
contracting with any governmental agency, it shall immediately notify the City of same and the
reasons therefore together with any relevant facts or information requested by City. Any such
suspension, debarment, discipline or prohibition may result in the termination or suspension of
this Agreement. '

8.1.10. Seller knows of no facts nor has Seller failed to disclose any fact that would prevent City
from using and operating the Property after Closing in the normal manner in which it is intended.

8.1.11. Seller hereby represents and warrants to and covenants with City that the following
statements are true and correct and will be true and correct as of the Closing Date: (i) neither the
Property nor to the best of Seller's knowledge, any real estate in the vicinity of the Property is in
violation of any Environmental Laws; (ii) the Property is not now, nor to the best of Seller's
knowledge has it ever been, used in any manner for the manufacture, use, storage, discharge,
deposit, transportation or disposal of any Hazardous Material, except as described in Phase I
and Phase II Environmental Assessments dated July 18, 2006 (original Phase I), April 13,
2016 (Phase I Update), September 2, 2015 (Phase II/Soils Characterization Report) and entitled
May 1, 2014 ("Seller's Environmental Disclosure"); (iii) there has been no release and there is
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no threatened release of any Hazardous Material in, on, under or about the Property during the
time Seller has owned the Property; (iv) there have not been and theré are not now any
underground storage tanks, septic tanks or wells or any aboveground storage tanks at any time
used to store Hazardous Material located in, on or under the Property, o if there have been or are
any such tanks or wells located on the Property, their location, type, age and content has been
specifically identified in Seller's Environmental Disclosure, they have been properly registered
with all appropriate authorities, they are in full compliance with all applicable statutes,
ordinances and regulations, and they have not resulted in the release or threatened release of any
Hazardous Material into the environment; (v) the Property does not consist of any landfill or of
any building materials that contain Hazardous Material; and (vi) the Property is not subject to
any claim by any governmental regulatory agency or third party related to the release or
threatened release of any Hazardous Material, and, to the best of Seller’s knowledge, there is no
inquiry by any governmental agency (including, without limitation, the California Department of
Toxic Substances Control or the Regional Water Quality Control Board) with respect to the
presence of Hazardous Material in, on, under or about the Property, or the migration of
Hazardous Material from or to other property. As used herem the following terms shall have the
meanings below:

"Environmental Laws" shall mean any present or future federal, state or
local laws, ordinances, regulations or policies relating to Hazardous Material (including, without
limitation, their use, handling, transportation, production, disposal, discharge or storage) or to
health and safety, industrial hygiene or environmental conditions in, on, under or about the
Property, including, without limitation, soil, air and groundwater conditions.

"Hazardous Material" shall mean any material that, because of its quantity,
concentration or physical or chemical characteristics, is deemed by any federal, state or local
governmental authority to pose a present or potential hazard to human health or safety or to the
environment. Hazardous Material includes, without limitation, any material or substance defined
- as a "hazardous substance," or "pollutant" or "contaminant" pursuant to the Comprehensive
Environmental Response, Compensation and Liability Act of 1980 ("CERCLA", also commonly
known as the "Superfund" law), as amended, (42 U.S.C. Section 9601 et seq.) or pursuant to
Section 25281 of the California Health & Safety Code; any "hazardous waste" listed pursuant to
Section 25140 of the California Health & Safety Code; any asbestos and asbestos containing
materials whether or not such materials are part of the structure of the Improvements or are
naturally occurring substances on or about the Property; petroleum, including crude oil or any
fraction thereof, natural gas or natural gas liquids; and "source," "special nuclear" and "by-
product" material as defined in the Atomic Energy Act of 1985, 42 U.S.C. Section 3011 et seq;

"Release" or "threatened release" when used with respect to Hazardous
Material shall include any actual or imminent spilling, leaking, pumping, pouring, emitting,
emptying, discharging, injecting, escaping, leaching, dumping, or disposing into or inside any of
the improvements, or in, on, under or about the Property. Release shall include, without
limitation, "release" as defined in Section 101 of the Comprehensive Environmental Response,
Compensation and Liability Act (42 U.S.C. Section 9601).

8.1.12. Except for the lease disclosed in the Preliminary Report, there are now no leases or other
occupancy agreements affecting any of the Property. At the time of Closing there will be no

13267



outstanding leases or other occupancy agreements affecting any of the Property. Except as
approved by the City, at the time of Closing there will be no outstanding written or oral contracts
made by Seller for any of the Improvements that have not been fully paid for and Seller shall
cause to be discharged all mechanics' or materialmen's liens arising from any labor or materials
furnished to the Property prior to the time of Closing. There are no obligations in connection
with the Property which will be binding upon City after Closing except for matters which are set
forth in the Preliminary Report.

8.1.13. Seller is not a "foreign person" within the meaning of Section 1445(f) (3) of the Federal
Tax Code.

8.2.Indemnity

Seller, on behalf of itself and its successors and assigns, hereby agrees to indemnify,
defend and hold harmless City, its Agents and their respective successors and assigns, from and
against any and all liabilities, claims, demands, damages, liens, costs, penalties, losses and
expenses, including, without limitation, reasonable attorneys' and consultants' fees, resulting
from any misrepresentation or breach of warranty or breach of covenant made by Seller in this
Agreement or in any document, certificate, or exhibit given or delivered to City pursuant to or in
connection with this Agreement. The foregoing indemnity includes, without limitation, costs
incurred in connection with the investigation of site conditions and all activities required to
locate, assess, evaluate, remediate, cleanup, remove, contain, treat, stabilize, monitor or
otherwise control any Hazardous Material. The indemnification provisions of this Section shall
survive beyond the Closing, or, if title is not transferred pursuant to this Agreement, beyond any
termination of this Agreement.

9. RISK OF LOSS AND POSSESSION

9.IRiskofLoss — — -

If any of the Property is damaged or destroyed prior to the Closing Date, or if
condemnation proceedings are commenced against any of the Property, then the rights and
obligations of Seller and City hereunder shall be as follows:

9.1.1. If such damage or destruction is fully covered by Seller's insurance except for the
deductible amount thereunder, and the insurer agrees to timely pay for the entire cost of such
repair, and such damage or destruction would cost less than One Hundred Thousand and No/00
Dollars ($100,000) (the "Threshold Damage Amount") to repair or restore, then this Agreement
shall remain in full force and effect and City shall acquire the Property upon the terms and
conditions set forth herein. In such event, Seller shall pay to City the deductible amount at
Closing, and Seller shall assign to City at Closing all of Seller's right, title and interest in and to
all proceeds of insurance on account of such damage or destruction pursuant to an instrument
satisfactory to City.

9.1.2. - If such damage or destruction is not fully covered by Seller's insurance, other than the
deductible amount, and would cost less than the Threshold Damage Amount to repair or restore,
then the transaction contemplated by this Agreement shall be consummated with Seller paying to
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City an amount reasonably determined by Seller and City (after consultation with unaffiliated
experts) to be the cost of repairing such damage or destruction at the Closing.

9.1.3. If the cost of such damage or destruction would equal or exceed the Threshold Damage
Amount, or if condemnation proceedings are commenced against any of the Property, then, City
shall have the right, at its election, either to terminate this Agreement in its entirety, or only as to
that portion of the Property damaged or destroyed or subject to condemnation proceedings (in
which case there shall be an equitable adjustment to the Purchase Price), or to not terminate this
Agreement and purchase the Property (or the portion not damaged or affected by condemnation,
as the case may be). City shall have thirty (30) days after Seller notifies City that an event
described in this Subsection (c) has occurred to make such election by delivery to Seller of an
election notice. City's failure to deliver such notice within such thirty (30)-day period shall be
deemed City's election to terminate this Agreement in its entirety. If this Agreement is
terminated in its entirety or in part pursuant to this Subsection (¢) by City's delivery of notice of
termination to Seller, then City and Seller shall each be released from all obligations hereunder
pertaining to that portion of the Property affected by such termination. If City elects not to
terminate this Agreement, Seller shall notify City of Seller's intention to repair such damage or
destruction, in which case this Agreement shall remain in full force and effect, or notify City of
Seller's intention to give City a credit against the Purchase Price at the Closing in the amount
reasonably determined by City and Seller (after consultation with unaffiliated experts) to be the
cost of repairing such damage or destruction and, in the event of a result of such condemnation
proceeding, the value of any Property taken as a result of such proceeding, in which case this
Agreement shall otherwise remain in full force and effect, and Seller shall be entitled to any
proceeds of insurance or condemnation awards. Any repairs elected to be made by Seller
pursuant to this Subsection shall be made within one hundred eighty (180) days following such
damage or destruction and the Closing shall be extended until the repairs are substantially
completed. As used in this Section, the cost to repair or restore shall include the cost of lost
rental revenue, including additional rent and base rent.

9.2.Insurance

Through the Closing Date, Seller shall maintain or cause to be maintained, at Seller's sole
cost and expense, a policy or policies of property insurance in amounts equal to the full
replacement value of any Improvements, insuring against all insurable risks, including, without
limitation, fire, vandalism, malicious mischief, lightning, windstorm, water, and other perils
customarily covered by casualty insurance and the costs of demolition and debris removal.

.Seller shall furnish City with evidence of such insurance upon request by City.

9.3.Possession |

Possession of the Property shall be delivered to City on the Closing Date.
10. MAINTENANCE; CONSENT TO NEW CONTRACTS |
10.1. Maintenance of the Property by Seller

Between the date of Seller's execution of this Agreement and the Closing, Seller shall
maintain the Property in good order, condition and repair, reasonable wear and tear excepted,
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and shall make all repairs, maintenance and replacements of the Improvements and otherwise
operate the Property in the same manner as before the making of this Agreement, as if Seller
were retaining the Property.

City's Consent to New Contracts Affecting the Property; Termination of Existing
Contracts.

10.2.  City's Consent to New Contracts Affecting the Property; Termination of Existing Contracts

After May 16, 2016 Seller shall not enter into any Lease or contract, or any amendment
thereof, or permit any tenant of the Property to enter into any sublease, assignment or agreement
pertaining to the Property, without in each instance obtaining City's prior written consent thereto.
City agrees that it shall not unreasonably withhold or delay any such consent. Except for any
agreements related to the development of the Project (which will not be assumed by the City but

‘will affect the Seller’s leasehold interest in the Property), Seller shall terminate prior to the
Closing, at no cost or expense to City, any and all management agreements affecting the
Property that City does not agree in writing prior to the Closing to assume.

11. GENERAL PROVISIONS
11.1. Notices

Any notice, consent or approval required or permitted to be given under this Agreement
shall be in writing and shall be deemed to have been given upon (i) hand delivery, against
receipt, (ii) one (1) day after being deposited with a reliable overnight courier service, or
(iif) two (2) days after being deposited in the United States mail, registered or certified mail,
postage prepaid, return receipt required, and addressed as follows:

Gity. ) Real Estate Division

- City and County of San Francisco
25 Van Ness Avenue, Suite 400
San Francisco, California 94102
Attn: Director of Property = .
Re: 1036 Mission St
Facsimile No.: (415) 552-9216

with copy to: Office of the City Attorney
City Hall, Room 234
1 Dr. Carlton B. Goodlett Place
San Francisco, CA 94102-4682
Re: 1036 Mission St
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Seller: 1036 Mission Associates, L.P.,
a California limited partnership
201 Eddy Street,
San Francisco, CA 94102
RE: 1036 Mission Street
Facsimile No.: ()

With a copy to: : Mayor’s Office of Housing and Community
' - Development
1 South Van Ness, 5% Floor
San Francisco, CA 94103
Re: 1036 Mission Street
Facsimile No.: (415) 701-5501

or to such other address as either party may from time to time specify in writing to the other
upon five (5) days prior written notice in the manner provided above. For convenience of the
parties, copies of notices may also be given by telefacsimile, to the telephone number listed
above, or such other numbers as may be provided from time to time. However, neither party
may give official or binding notice by facsimile. The effective time of a notice shall not be
affected by the receipt, prior to receipt of the original, of a telefacsimile copy of the notice.

11.2. Brokers and Finders

Neither party has had any contact or dealings regarding the Property, or any
communication in connection with the subject matter of this transaction, through any licensed
real estate broker or other person who could claim a right to a commission or finder's fee in
connection with the purchase and sale contemplated herein. In the event that any broker or
finder perfects a claim for a commission or finder's fee based upon any such contact, dealings or
communication, the party through whom the broker or finder makes his or her claim shall be
~ responsible for such commission or fee and shall indemnify and hold harmless the other party
from all claims, costs, and expenses (including, without limitation, reasonable aftorneys' fees and
disbursements) incurred by the indemnified party in defending against the same. The prov131ons
of this Section shall survive the Closing.

11.3. Successors and Assigns

This Agreement shall be binding upon, and inure to the benefit of, the parties hereto and
their respective successors, heirs, administrators and assigns.

11.4. Amendments

Except as otherwise provided herein, this Agreement may be amended or modified only
by a written instrument executed by City and Seller.

11.5. Continuation and Survival of Representations and Warranties

All representations and warranties by the respective parties contained herein or made in
writing pursuant to this Agreement are intended to be, and shall remain, true and correct as of the
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Closing, shall be deemed to be material, and, together with all conditions, covenants and
indemnities made by the respective parties contained herein or made in writing pursuant to this
Agreement (except as otherwise expressly limited or expanded by the terms of this Agreement),
shall survive the execution and delivery of this Agreement and the Closing, or, to the extent the
context requires, beyond any termination of this Agreement. All statements contained in any
certificate or other instrument delivered at any time by or on behalf of Seller in conjunction with
the transaction contemplated hereby shall constitute representations and warranties hereunder.

11.6. Governing Law

This Agreement shall be govemed by and construed in accordance with the laws of the
State of California.

11.7. Merger of Prior Agreements

The parties intend that this Agreement (including all of the attached exhibits and

- schedules, which are incorporated into this Agreement by reference) shall be the final expression
of their agreement with respect to the subject matter hereof and may not be contradicted by
evidence of any prior or contemporaneous oral or written agreements or understandings. The
parties further intend that this Agreement shall constitute the complete and exclusive statement
of its terms and that no extrinsic evidence whatsoever (including, without limitation, prior drafts
or changes therefrom) may be introduced in any judicial, adnumstratlve or other legal proceeding
involving this Agreement. .

11.8. Parties and Their Agents; Approvals

The term "Seller" as used herein shall include the plural as well as the singular. If there is
more than one (1) Seller, then the obligations under this Agreement imposed on Seller shall be
joint and several.—As used herein; the term "Agents" when used with respect to-either party shall—
include the agents, employees, officers, contractors and representatives of such party. All
approvals, consents or other determinations permitted or required by City hereunder shall be
made by or through City's Director of Property unless otherwise provided herein, subject to
applicable law.

11.9. Interpretation of Agreement

The article, section and other headings of this Agreement and the table of contents are for
convenience of reference only and shall not affect the meaning or interpretation of any provision
contained herein. Whenever the context so requires, the use of the singular shall be deemed to
include the plural and vice versa, and each gender reference shall be deemed to include the other
and the neuter. This Agreement has been negotiated at arm's length and between persons
sophisticated and knowledgeable in the matters dealt with herein. In addition, each party has
been represented by experienced and knowledgeable legal counsel. Accordingly, any rule of law
(including California Civil Code Section 1654) or legal decision that would require interpretation
of any ambiguities in this Agreement against the party that has drafted it is not applicable and is
waived. The provisions of this Agreement shall be interpreted in a reasonable manner to effect
the purposes of the parties and this Agreement.
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11.10. Attorneys' Fees

In the event that either party hereto fails to perform any of its obligations under this
Agreement or in the event a dispute arises concerning the meaning or interpretation of any
provision of this Agreement, the defaulting party or the non-prevailing party in such dispute, as
the case may be, shall pay the prevailing party reasonable attorneys' and experts' fees and costs,
and all court costs and other costs of action incurred by the prevailing party in connection with
the prosecution or defense of such action and enforcing or establishing its rights hereunder
(whether or not such action is prosecuted to a judgment). For purposes of this Agreement,
reasonable attorneys' fees of the City’s Office of the City Attorney shall be based on the fees
regularly charged by private attorneys with the equivalent number of years of experience in the
subject matter area of the law for which the City Attorney’s services were rendered who practice
in the City of San Francisco in law firms with approximately the same number of attorneys as
employed by the Office of the City Attorney. The term "attorneys' fees" shall also include,
without limitation, all such fees incurred with respect to appeals, mediations, arbitrations, and
bankruptcy proceedings, and whether or not any action is brought with respect to the matter for
which such fees were incurred. The term "costs" shall mean the costs and expenses of counsel to
the parties, which may include printing, duplicating and other expenses, air freight charges,
hiring of experts, and fees billed for law clerks, paralegals, and others not admitted to the bar but
performing services under the supervision of an attorney.

11.11. Sunshine Ordinance

Seller understands and agrees that under the City’s Sunshine Ordinance (San Francisco
Administrative Code, Chapter 67) and the State Public Records Law (Gov. Code Section 6250
et seq.), this Agreement and any and all records, information, and materials submitted to the City
hereunder public records subject to public disclosure. Seller hereby acknowledges that the City
may disclose any records, information and materials submitted to the City in connection with this
Agreement.

» 11.12. Conflicts of Interest

Through its execution of this Agreement, Seller 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 provision, and agrees that if Seller becomes
aware of any such fact during the term of this Agreement, Seller shall immediately notify the
City.

11.13. Notification of Limitations on Contributions

Through its execution of this Agreement, Seller acknowledges that it is familiar with
Section 1.126 of the San Francisco Campaign and Governmental Conduct Code, which prohibits
any person who confracts 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 or the
board on which that City elective officer serves, from making any campaign contribution to

19273



(1) an individual holding a City elective office if the contract must be approved by the
individual, a board on which that individual serves, or a board on which an appointee of that
individual serves, (2) a candidate for the office held by such individual, or (3) a committee
controlled by such individual, 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. Seller 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. Seller further
acknowledges that the prohibition on contributions applies to each prospective party to the
contract; each member of Seller's board of directors, chairperson, chief executive officer, chief
financial officer and chief operating officer; any person with an ownership interest of more than
twenty percent (20%) in Seller; any subcontractor listed in the contract; and any committee that
is sponsored or controlled by Seller. Additionally, Seller acknowledges that Seller must inform
each of the persons described in the preceding sentence of the prohibitions contained in

Section 1.126. Seller further agrees to provide to City the name of each person, entity or
committee described above.

11.14. Non-Liability of City Officials, Employees and Agents

Notwithstanding anything to the contrary in this Agreement, no elective or appointive
board, commission, member, officer, employee or agent of City shall be personally liable to
Seller, its successors and assigns, in the event of any default or breach by City or for any amount
which may become due to Seller, its successors and assigns, or for any obligation of City under
this Agreement.

11.15. Counterparts

This Agreement may be executed in two (2) or more counterparts, each of which shall be

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

11.16. Effective Date

As used herein, the term "Effective Date" shall mean the date on which the City's Board
of Supervisors and Mayor enact a resolution approving and authorizing this Agreement and the
transactions contemplated hereby, following execution of this Agreement by both parties.

11.17. Severability

If any provision of this Agreement or the application thereof to any person, entity or
circumstance shall be invalid or unenforceable, the remainder of this Agreement, or the
application of such provision to persons, entities or circumstances other than those as to which it
is invalid or unenforceable, shall not be affected thereby, and each other provision of this
Agreement shall be valid and be enforceable to the fullest extent permitted by law, except to the
extent that enforcement of this Agreement without the invalidated provision would be
unreasonable or inequitable under all the circumstances or would frustrate a fundamental purpose
of this Agreement.
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11.18. Agreement Not to Market Prior to Effective Date

Seller agrees that unless and until this Agreement terminates pursuant to its terms, Seller
shall not negotiate with any other parties pertaining to the sale of the Property and shall not -
market the Property to third parties.

11.19. Accepfance of Agreement by Seller

This Agreement shall be null and void unless Seller accepts it and returns to City four (4)
fully executed counterparts hereof on or before 5:00 p.m. San Francisco Time on
2016.

11.20. Cooperative Drafting.

This Agreement has been drafted through a cooperative effort of both parties, and both
parties have had an opportunity to have the Agreement reviewed and revised by legal counsel.
No party shall be considered the drafter of this Agreement, and no presumption or rule that an
ambiguity shall be construed against the party drafting the clause shall apply to the interpretation
or enforcement of this Agreement.

NOTWITHSTANDING ANYTHING TO THE CONTRARY CONTAINED IN THIS
AGREEMENT, SELLER ACKNOWLEDGES AND AGREES THAT NO OFFICER OR
EMPLOYEE OF CITY HAS AUTHORITY TO COMMIT CITY TO THIS AGREEMENT
UNLESS AND UNTIL APPROPRIATE LEGISLATION OF CITY'S BOARD OF
SUPERVISORS SHALL HAVE BEEN DULY ENACTED APPROVING THIS AGREEMENT
AND AUTHORIZING THE TRANSACTIONS CONTEMPLATED HEREBY. THEREFORE,
ANY OBLIGATIONS OR LIABILITIES OF CITY HEREUNDER ARE CONTINGENT
UPON THE DUE ENACTMENT OF SUCH LEGISLATION, AND THIS AGREEMENT
SHALL BE NULL AND VOID IF CITY'S BOARD OF SUPERVISORS AND MAYOR DO
NOT APPROVE THIS AGREEMENT, IN THEIR RESPECTIVE SOLE DISCRETION.
APPROVAL OF ANY OF THE TRANSACTIONS CONTEMPLATED HEREBY BY ANY
DEPARTMENT, COMMISSION OR AGENCY OF CITY SHALL NOT BE DEEMED TO
IMPLY THAT SUCH LEGISLATION WILL BE ENACTED NOR WILL ANY SUCH
APPROVAL CREATE ANY BINDING OBLIGATIONS ON CITY.

[SIGNATURES ON FOLLOWING PAGES]
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The parties have duly executed this Agreement as of the respective dates written below.

SELLER: | 1036 MISSION ASSOCIATES, L.P.,
a California limited partnership

By:

Its:

Date:

CITY: CITY AND COUNTY OF
: : SAN FRANCISCO, a municipal corporation

By:

John Updike
Director of Property

Date:

APPROVED AS TO FORM:

- DENNIS J. HERRERA, City Attorney

By:
Elizabeth Anderson
Deputy City Attorney
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- Title Company agrees to act as escrow holder in accordance with the terms of this
Agreement and to execute the Designation Agreement (attached hereto as Exhibit G) and act as
the Reporting Person (as such term is defined in the Designation Agreement). Title Company's
failure to execute below shall not invalidate the Agreement between City and Seller.

TITLE COMPANY: ' OLD REPUBLIC TITLE INSURANCE
COMPANY

By:

Its:-

Date:
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EXHIBIT A

REAL PROPERTY DESCRIPTION

EXHIBIT A

The land referred to is situated in the County of San Francisco, City of San Francisco, State of
California, and is described as follows:

PARCEL I:

Beginning at a point on the northwesterly line of Mission Street, distant thereon 255 feet
southwesterly from the southwesterly line of 6% Street; running thence southwesterly along said
northwesterly line of Mission Street 47 feet, 6 inches; thence at a right angle northwesterly 160
feet to the southwesterly line of Jessie Street; thence northwesterly along said line of Jessie
Street 47 feet, 6 inches; thence at a right angle southeasterty 160 feet to the northwesterly line
of Mission Street and the point of beginning.

Being a portion of 100 Vara Block No. 393.

Assessor’s Lot 079; Block 3703

PARCEL II:

Beginning at a point on the northwesterly line of Mission Street, distant thereon 302 feet and 6

inches southwesterly from the southwesterly line of 6™ Street; running thence southwesterly
along said northwesterly line of Mission Street 47 feet and 6 inches; thence at a right angle

-~ —northwesterly 160 feet to-the southwesterly line-of Jessie-Street; thence-nertheasterly-along- - -

said line of Jessie Street 47 feet and 6 inches; thence at a right angle southeasterly 160 feet
to the northwesterly line of Mission Street and the point of beginning.

Being a portion of 100 Vara Block No. 393

Assessor’s Lot 080; Block 3703
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EXHIBIT B

Reserved
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EXHIBIT C

GRANT DEED
RECORDING REQUESTED BY AND
WHEN RECORDED RETURN TO:
Director of Property
Real Estate Division

City and County of San Francisco
25 Van Ness Avenue, Suite 400
San Francisco, California 94102

The undersigned hereby declares this
instrument to be exempt from Recording Fees
(CA Govt. Code § 27383) and Documentary
Transfer Tax (CA Rev. & Tax Code § 11922
and S.F. Bus. & Tax Reg. Code § 1105)

(Space above this line reserved for
Recorder’s use only)

GRANT DEED

(Assessor's Parcel No. )

FOR VALUABLE CONSIDERATION, receipt of which is hereby acknowledged, 1036 Mission
Associates, L.P., a California limited partnership, hereby grants to the CITY AND COUNTY OF
SAN FRANCISCO, a municipal corporation, the real property located in the City and County of
San Francisco, State of California, described on Exhibit A attached hereto and made a part
hereof (the "Property™).

TOGETHER WITH any a.nd all rights, privileges and easements mc1denta1 or
appurtenant to the Property, including, without limitation, any and all minerals, oil, gas and other
hydrocarbon substances on and under the Property, as well as any and all development rights, air
rights, water, water rights, riparian rights and water stock relating to the Property, and any and all
easements, rights-of-way or other appurtenances used in connection with the beneficial use and
enjoyment of the Land and all of Grantor's right, title and interest in and to any and all roads and
alleys adjoining or servicing the Property. .

[SIGNATURES ON FOLLOWING PAGE]
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~,2016.

Executed asv ofthis dayof
1036 Mission Associates, L.P.,
A California limited partnership
Name
By
Its:
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State of California

N N

S8
County of San Francisco )

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

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

WITNESS my hand and official seal.

Signature (Seal)
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CERTIFICATE OF ACCEPTANCE

This is to certify that the interest in real property conveyed by the foregoing Grant Deed
to the City and County of San Francisco, a municipal corporation, is hereby accepted pursuant to
Board of Supervisors' Resolution No. 18110 Series of 1939, approved August 7, 1957, and the
grantee consents to recordation thereof by its duly authorized officer. :

Dated: By:

John Updike
Director of Property
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EXHIBIT D
Reserved
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EXHIBIT E
Reserved
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EXHIBIT F

CERTIFICATE OF TRANSFEROR
OTHER THAN AN INDIVIDUAL
(FIRPTA Affidavit)

Section 1445 of the Internal Revenue Code provides that a transferee of a United States real
property interest must withhold tax if the transferor is a foreign person. To inform the CITY
AND COUNTY OF SAN FRANCISCO, a municipal corporation, the transferee of certain real
property located in the City and County of San Francisco, California, that withholding of tax is
not required upon the disposition of such U.S. real property interest by 1036 Mission Associates,
L.P., a California limited partnership ("Transferor"), the undersigned hereby certifies the
followmg on behalf of Transferor:

1. Transferor is not a foreign corporation, foreign partnership, foreign trust, or
foreign estate (as those terms are defined in the Internal Revenue Code and Income Tax
Regulations);

2. Transferor's U.S. employer identification number is ; and

3. Transferor's office address is 201 Eddy Street, San Francisco, California, 94102.
Transferor understands that this certification may be disclosed to the Internal Revenue

Service by the transferee and that any false statement contained herein could be punished by fine,
imprisonment, or both.
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Under penalty of perjury, I declare that I have examined this certificate and to the best of my
knowledge and belief it is true, correct and complete, and I further declare that I have authority
to sign this document on behalf of Transferor.

Dated: _,2016.

On behalf of:

1036 Mission Associates, L.P.,

a California limited partnership
[NAME]

a

By:
[NAME]

Its:
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EXHIBIT G

DESIGNATION AGREEMENT

This DESIGNATION AGREEMENT (the "Agreement") dated as of , 2016, 1s
by and between 1036 Mission Associates, L.P., a California limited partnership ("Seller™), the
CITY AND COUNTY OF SAN FRANCISCO, a municipal corporation ("City"), and OLD
REPUBLIC TITLE INSURANCE COMPANY ("Title Company™).

A. Pursuant to that certain Purchase Agreement entered into by and between Seller
and City, dated , 2016 (the "Purchase Agreement"), Seller has agreed to sell to
City, and City has agreed to purchase from Seller, certain real property located in City and
County of San Francisco, California, more particularly described in Exhibit A attached hereto
(the "Property"). The purchase and sale of the Property is sometimes hereinbelow referred to
below as the "Transaction™).

B. Section 6045(e) of the United States Internal Revenue Code of 1986 and the
regulations promulgated thereunder (collectively, the "Reporting Requirements") require an
information return to be made to the United States Internal Revenue Service, and a statement to
be furnished to Seller, in connection with the Transaction.

C. Pursuant to Subsection 2(b)(i) of the Purchase Agreement, an escrow has been
opened with Title Company, Escrow No. , through which the Transaction
will be or is being accomplished. Title Company is either (i) the person responsible for closing
the Transaction (as described in the Reporting Requirements) or (ii) the disbursing title or escrow
company that is most significant in terms of gross proceeds disbursed in connection with the
Transaction (as described in the Reporting Requirements).

D. Seller, City and Title Company desire to designate Title Company as the
"Reporting Person" (as defined in the "Reporting Requirements") with respect to the
Transactions.

ACCORDINGLY, for good and valuable consideration, the receipt and adequacy of
which are hereby acknowledged, Seller, City and Title Company agree as follows:

1. Title Company is hereby designated as the Reporting Person for the Transaction.
Title Company shall perform all duties that are required by the Reporting Requirements to be
performed by the Reporting Person for the Transaction.

2. Seller and City shall furnish to Title Company, in a timely manner, aﬁy
information requested by Title Company and necessary for Title Company to perform its duties
as Reporting Person for the transaction.

3. Title Company hereby requests Seller to furnish to Title Company Seller's correct
taxpayer identification number. Seller acknowledges that any failure by Seller to provide Title
Company with Seller's correct taxpayer identification number may subject Seller to civil or
criminal penalties imposed by law. Accordingly, Seller hereby certifies to Title Company, under
penalties of perjury, that Seller's correct taxpayer identification number is
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4. The names and addresses of the parties hereto are as follows:

1. SELLER: 1036 Mission Associates, L.P.,
a California limited partnershi
201 Eddy Street :
San Francisco, CA 94102
Attn:
Facsimile No.: (__)

2. CITY: Director of Property
25 Van Ness Avenue, Suite 400
San Francisco, CA 94102
Facsimile No.: (_)

3. TITLE COMPANY:

Attn:
‘Facsimile No.: (_)

5. Each of the parties hereto shall retain this Agreement for a period of four (4) years
following the calendar year during which the date of closing of the Transaction occurs.

[SIGNATURES ON FOLLOWING PAGE].
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IN WITNESS WHEREQF, the pames have entered into- this Agreement as of the date and year
first above written.

SELLER: 1036 Mission Associates, L.P.,
- a California limited partnership
201 Eddy Street
San Francisco, CA 94102

Attn:

Facsimile No.: (_)

Date:

By:

Its:

CITY: ' CITY AND COUNTY OF
SAN FRANCISCO, a municipal corporation

By:

JOHN UPDIKE
Director of Property

Date:

Title Company: OLD REPUBLIC TITLE INSURANCE
’ ' COMPANY -

Date:

By:

Its:
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EXHIBIT H
Reserved
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- GROUND LEASE

This ground lease (“Gfound Lease” or “Lease”) is dated as of, 2016, 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
Houéing and Community Development. (“MOHCD?”), and 1036 MISSION ASSOCIATES, L.P.,
California limited partnership, as tenant (the “Tenant”).

| RECITALS
A. The City is the fee owner of the land described in Attachment 1 attached
hereto and any existing improvements located thereon ("Site"}.

B. On , the San Francisco Board of Supervisors and the

Mayor approved Resolution No. -, authorizing the City to purchase the Site

from the Tenant pursuant to that certain Agreement of Purchase and Sale for Real Estate dated as
of , 2016 (the “Pﬁrchase Agreement”) and enter into this Ground Lease §vith the
Tenant for the purpose of developing the Project.

C. The City now desires to lease the Site to Tenant fér the development of
approximately 83 units of affordable family housing, including housing for homeless families,
and approximately 1,061 square feet of commercial/retail space (the “Project”).

D. The City believes that the fulfillment of the terms and conditions o;f this
Ground Lease are in the vifcal and best interests of the City and the health, safety, morals and
welfare of its residents, and in foll accord with the public purposes and provisions of applicablé

State and Federal 1aWs and requirements.
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NOW THEREFORE, in consideration of the mutual obligations of the parties hereto,
the City hereby leases to Tenant, and Tenant hereby leases from the City, the Site, for the Term
(as defined in Article 2), and subject to the terms, covenants, agreements and conditions
hereinafter set forth, to each and all of which the City and Tenant 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, unless the context clearly requires otherwise.
©1.01 Agfeement Date means the date first set forth above.

1.02  Area Median Income (or “AMI”) means median income as published annually
by MOHCD, derived from the Income Limits determined by the United States Departmént of
Housing and Urban Development for the. San Francisco area, adjusted solely for household size,
but not high housing cost area, also referred to as “Unadjﬁsted Median Income.”

1.03  Effective Date means the date the City records a Memorandum of Ground Lease

‘égainsrththe éi%e, but in no event shall the date be prior to the approval of the Ground Lease by the

City’s Board of ASupervisors and the Mayor.
1.04  First Lease Payment Year has the meaning set forth in Section 4.02(a).
1.05 First Mortgage Lender means any lender and its successors, assigns and
pa.rticiﬁants or other eﬁtity holding the first deed of trust on the Leasehold Estate.
1.06 Ground Lease means this Ground Lease of the Site to the Tenant from the City,
 as amended from time to time.
1.07 HCD means the California Depértment of Housing and Community

Development.
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1.08 Improvements means all physical construction, including all structures, fixtures
and other imﬁrovements, to be constructed or rehabilitated on the Site.

1.09 Laws means all statutes, laws, ordinancés, regulations, orders, writs, judgménts,
injunctions, decrees or awards of the United States or any state, county, municipality or
governmental agency.

1.010 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 on
the Effective Date and continue through December 31st of that same calendar year.
Furthermore; thé “Last Lease Year” shall end upon the expiration of the Term hereof.

1.011 Leasehold Estate means the estate held by the Tenant pursuant to and c.:reat'ed by
this Ground Lease.

1.012 Leasehold Mortgage means any mortgage, deed of trust, trust indenture, letter of
credit or other security instrument, and any assignment of the rents, issues and proﬁts from the
Site, or any portion thereof, which constitutes a lien on the Leasehold Estate .created by this
Ground Lease and is approved in writing by the City.

1.013 Lender means any entity holding a Leasehold Mortgage.

1.014 Loan Documents meaﬁs those éertain loan agreementé, ﬁoteé, deeds of trust and
declarations and any other documents exeéuted and delivered in connection with the
predevelopnient, construction and permanent financing for the Project.

1.015 LOSP means an operating subsidy provided to Tenant by the City, the amount of
which is sufficient to permit Tenant to operate the Project.

1.016 LOSP Prograin means the program administered by MOHCD that regulates the

distribution of Local Operating Subsidy
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1.017 MOHCD means the Mayor’s Office of Housing and Community Dev;alopment
for the City. | 4

1.018 Occupant means any person or entity authorized by Tenant to occupy a
residential unit on the Site, or any portion thereof.-

1.019 Permitted Limited Partner means Wincopin Circle LLLP, as investor limited
partner, and its successors and assigns as approved by City.

1.020 Premises means the Site together with any Improvements thereon.

1.021 Project means the leasehold interest in the .Site and the fee interest in the
Improvements on the Site.

1.022 Project Expenses means the following costs, which may be paid from Project
Income to thg extent of available Project Income: (a) all charges incurred in the operation of the
Prbject including but not limited to utilities, real estate and/or possessory interest taxes,
asseésments, and liability, fire and other hazard insurance premiums; (b) salaries, wages and

other éompensation due and payable to the employees or agents of Tenant 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 employées; (c) payments of required interest, principal or annual servicing
fees, if any, on an‘y' construction or permanent financing secured by the Project, including an
annual monitoring fee equal to the greater of 12.5 bi;sis points on thé outstanding boﬁd amount
or $2,500 per year with no annual increases; (d) all other exiaenses actually incurred by Tenant to
cover routine operating and services provision costs of the Project, including maintenance and
repair and the reasonable fee of any managing agent; (e) annual Base Rent payments (subject to

the accrual provisions in Section 4.02(b), below; (f) approved annual supportive services
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expenses; (g) any extraordinary expenses as approved in advance by the City; and (h) deposits to
reserves accounts required to be established under the Loan Documents or Tenant’s partnership
~ agreement. Proj ect Fees are not Project Expenses.

1.023 Project Fees means (i) deferred developer fee; (ii) a combined annual asset
management and partnership management fee in the amount of $36,870 , increasing by 3.5%
annually , payable to the Tenant’s general paftner and (iii) an annual investor services fee in the
amount of $§5 ,OQO, increasing annually by 3%, payable to Tenant’s limited partner. Inno event
shall such fees exceed the maximum amount permitted by HCD as long as it is a Lender, as
permitted by current aﬁd future regulations of HCD.

1.024 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; deposits forfeited by tenants; all cancellation fees, price index adjustments and any
other rental adjustments to leases or rental agreements; proceeds from Vénding and laundry room
machines; and the proceeds of busineés interruption or similar insufance. Proj ect Income shall
not include tenants’ sécurity deposits, loan proceeds, capital contributions or similar advances.

1.025 Site means the real property as more particularly described in the Site Legal
Description, Attachment 1.

'1.026 Subsequent Owner means any successor (including a Lender or an affiliate or
assignee of a Lender as applicable) to the Tenant’é interest in the Leasehold Estate and the

Improvements who acquires such interest as a result of a foreclosure, deed in lieu of foreclosure,
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or transfer from a Lender, its affiliate, and any successors to any such person or entity.

1.027 Surplus Cash means aﬁ Project Income in any given Lease Year remaining after
payment of Project Expenses and Project Fees. The amount of Surplus Cash will be based on
figures contained in audited financial statements. All permitted uses and diéh*ibutioné of Surptus
Cash shall be governed by Section 6.02(g) of this Ground Lease.

1.028 Tenant means 1036 Mission Associates, L.P,, a California limited partnership
aﬁd its successors and assigns (or a Subsequent Ow.ner, where appropriate).

1.029 Very Low-Income Households means: (a) for a term of 55 yearé ﬁ'om‘the date
on which a certificate of occupancy is issued for t}qle Project, a tenant household with combined

" initial income that does not exceed fifty percent (50%) of Area Median Income; and (b) for any
~period of the Term (or extended term) thereafter, a tenant household with combined initial.
income that does not exceed sixty percent (60%) percent of area median income, as published by
the California Tax Crédit Allocation Committée (TCAC).

1.030 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) Initial Term. Thé term of this Ground Lease shall commence upon the Agreement
Date and shall end eighty five (85) years from that date (“Term”), unless extended pursuant to
section (b) below or earlier terminated pursuant to the terms hereof.

(b)  Option for Extension. Provided that the Tenant is not in default under the terms

of this Ground Lease and the Loan Documents, beyond any notice, grace or cure period, either at

the time of giving of an Extension Notice (as defined below), as described in section (c) below,
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or-on the last day of the Term (the “Termination Date”), the Term may be extended at the option
éf the Ténant for one fourteen (14) year period as provided below. If the Term is extended
pursuant to this section, all references in this Ground Lease to the “Term” shall mean the Term
as extended by this extension period.

(¢)  Notice of Extension. Tenant shall have one (1) option to extend the term of this

Ground Lease for a period of fourteen (14) years from the Termination Date. Not later than one
hundred eighty (180) days prior to the Termination Date, the Tenant may notify the City in
writing that it wishes to exercise its option fo extend the term of this Ground Lease (an
“Exténsion Notice™). Upon Tenant’s exercise of this option, the Initial Term shall be extended
for fourteen (14) years from the Termination Date for a total Ground Lease term not to exceed.

ninety-nine (99) years.

(d)  Rent During Extended Term. Rent for any extended term will be as set forth in

Article 4.

()  Right of First Refusal. If during the Term or extended term of this Ground Lease,
the City desires to sell its interest in the Site, the Tenant will have the right of first refusal to
negotiate for the purchase of the Site as set forth in Section 14.02 provided that the Tenant agrees
to maintain the Site as a low and very low income housing development for fifty~five (55) years
from the date of purchase.

® Holding qur. Any holding over after expiration of the Term or, if applicable,
extended term without the City’s written consent will constitute a default by Tenant and entitle
the City to exercise any or all of its remedies as provided in this Ground‘ Lease, even if the City
elects to accept one or more payments of Annual Rent.

(g)  Early Termination for Failure to Close Financing. Notwithstanding anything to
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the contrary contained herein, in the gvent that the close of escrow for all financing required to
construct the Project (excluding financing from HCD) does not occur by one year from the
recording of the Memorandum of Ground Lease (the “Outside Effective Date”), the Term sﬁall
expire on the Outside Effective Date. If requested by Lender, the City shall execute,
acknowlédge and deliver to Lender a certificate certifying that the close of escrow has occurred
and that, as a result, this Section 2(g) is no longer applicable.

ARTICLE 3: FINANCING

Tenant shall submit to the City in accordance with the dates specified in the Schedule of

Performance, Attachment 2, for approval by the City, evidence satisfactory to the City that

Tenant has sufficient equity capital and commitments for construction and permanent financing,
and/or such other evidence of capacity to iJro ceed with the construction of the Improvements in
accordance with this Ground Lease, as is acceptable to the City.

ARTICLE 4: RENT

- 4.01 Annual Rent

" w(a) W T enantr shaﬁ pay;) the Clty One Mﬂhon 7Skc;rvlén Hundfed and Fogy—é;ght |
Thousand Dollars ($1,748,000) (the “Annual Rent”) per year for each year of the Term of this
Ground Lease. Annual Rent consists of Base Rent and Residual Rent, as defined in .Section 4.02
below, writﬁout offset of any kind (except as otherwise permitted by this Ground 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 deterrnined by an MAI appraiser selected by and at the sole

cost of the Tenant. Any such adjustment shall be made to the Residual Rent and not to the Base
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Rent.

(b)  If the Tenant elects to extend the term of this Ground Lease pursuant to Article 2
above,'Annual Rent (along with any potential future adjustments) during any such extended teﬁn
shall be set by mutual agreement of the parties, taking into account the affordable housing
restrictions contained in Section 9.02, project debt (including any accrued payment obligations -
payable from Surplus.Cash) and the annual income expected to be generated by the Pioj ect;
provided however that Annual Rent duﬁng the extended term shall in no event be less than the
Arinual Rent set forth in Section 4.01(a) above If the parties cannot agree on Annual Rent for
the extended term, either party may invoke a neutral third-party process and shall agree on a
neutral third-party appraiser to set the Annual Rent at fair market rent in accordance with the
then-prevailing practice for resolving similar rent determination disputes in San Francisco té.king
into account the affordable housing restrictions contained in Section 9.02 Project debt (including
any acc1;ued payment obligations payable from Surplus Cash, such as deferred developer fees)
and the annual gross income expectéd to be generated by the Project or, in the event that there is
no then-prevailing practice, in accordance with the rules of the American Arbitration .
Association. Notwithstanding the foregoing, after thé neutral thjrd party process, Tenant, in its
sole discretion, may rescind the Extension Notice if it does not wish to extend the Term of this
Ground Lease.

402 Base Rent

(a) “Base Rent”, means, in ahy given Lease Year, Fifteen Thousand Dollars

($15,000) per annum; provided, however, that in the event that the Tenant or 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 Annual Rent. Base Rent shall be due and
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payable in arrears on January 31st of each Lease Year; however, no Ba;e Rent shall be due unﬁl
after the earlier of (i) the date a certificate of occupancy for the Project is issued or (ii) the fifth
(5" anniversary of the Agreement Date (the “First Lease Payment Year”). The first Base Rent

. payment shall be due on the January 31% of the caiendar year following the First Lease Payment
Year and shall be equal to $15,000 times the number of days in the year following receipt of the
initial certificate of occupancy for the Improvements, divided by 365. Additi_onaliy, in the event
that a Subsequentbwner elects puréuant 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 §vithout compliance with such provisions? Annual Rent shall be adjusted as provided
in Section 26.07.

(b) If the Project does not have sufficient Project Income to pay Base Rent in any

given Lease Year after the ﬁayment of Project Expenses in items (a) through (d) in the definition
of Project Expenses, above, and the City has feceived written notice from Tenant regarding its

inability to pay Base Rent from Project Income on or prior to the Base Rent due date aiong with

" suppoﬂg documentation foi1:7T énént’s p&sition thatwiit is unable to pay Bzise 7Rent ﬁom Pr(;jééf
Income, the unpaid amount shall be deferred and all such dgferred 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. Any Base Rent
Accrual shall be due and payable upon the earlier of (i) sale of the Project (but not a refinancing
or foreclosure of the Project); (ii) termination of this Ground Lease unless a new lease is entered
into with a mortgagee pursuant to Section 26.09 below), unless a new lease is entered into with a
- mortgagee pursuant to Section 26.09 below).

©)] If Tenant has not provided City with the required written notice and
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documentation under Section 4.02(b) in connection with its claim that it cannot pay Base Rent
due to insufﬁcient Project Income, and/or the City has reasonably determined that Tenant’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 4.02(b). The Tenant may request in writing
that the City waive such penalties by describing the reasons for Tenant’s failure to pay Base Rent
and Tenant’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 Tenant’s
failure to pay Base Rent was beyond Tenant’s control and that Tenant is diligeptly pursuing
reasonable solutions to such failure to pay. |

4.03 Residual Rent

“Residual Rent” means, in any given Lease Year, One Million Seven Hundred Thirty-
three Thousand Dollars ($1,733,000), subject to any periodic adjustments pursuant to Section
4.01; Residual Rent shall be due in arrears on May 15th following each Lease Year. ‘Except as
otherwise provided in Section 26.07(a), Residual Rent shall be payable only to the extent of
Surplus.‘(.lhash as provided in Section 6.02(g) bélow, ‘and any unpaid Residual Reﬁf, shall not.
accrue. In the event that in any year Surplus Cash is insufficient to pay the full amount of the
Residual Rent, Tenant shall certify to the City in writing by May 15 that available Surplus Cash
is insufficient to pay Residual Rent and Tenant shall provide to City any supporting
documentation reasonably requested by City to allow City to verify the insufficiency.

4.04 Triple Net Lease

This Ground Lease is a triple net lease and the Tenant shall be responsible to pay all
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costs, charges, taxes, impositiorrs and other obligations related thereto accruing after the
Agreement Date. If the City pays any such amounts, whether to cure a default or otherwise
protect its interests hereunder, the City will be entitled to be reimbursed by Tenant the full
amount of such payments as additional rent within thirty (30) days of written demand by City.
Failure to timely pay the additional rent shall be an event of default.

ARTICLE 5: CITY COVENANTS

The City is duly created, validly eXistingl and in good standing under the Law, and has
full right, power and authority to enter into and perferm its obligations under this Ground Lease.
City covenants and warrants that the Tenant and its tenants shall have, hold and enjoy, during the

Term, peaceful, quiet and undisputed possession of the Site leased without hindrance or
molestation by or from anyone so long as the Tenant is not in default under this Ground Lease.

ARTICLE 6: TENANT COVENANTS

Tenant covenants and agrees for itself and its successors and assigns to or of the Site, or '
any part thereof, that: |
601 Limited Parmership Authority
Tenant is a California limited partnership and has full rights, power and authority to enter
into and perform its obligations under this Ground Lease.
1 6.02  Use of Site and Rents

During the Term of this Ground Lease, Tenant and its successors and assigns shall

comply with the following requirements:
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6.02(a) Perﬁiﬁed Uses
. Excefat as provided in Sections 26.06 and 26.07 of this Ground Lease, Tenant

shall devote the Site to, exclusively and in accordance with, the uses specified in this Ground
Lease, as specified in Article 9 hereof, which are the only uses permitted by this Ground Lease.

6.02(b)Non-Discrimination

Tenant shall not discriminate against or segregate any person or group of persons
on account of race, color, creed, religion, ancestry, national origin, sex, gender'identity, maﬁtal
or domestic parfner status, sexual orientation or disability (including HIV or AIDS status) in the
sale, lease, renfal, sublease, transfer, use, occupancy, tenure or enjoyment of the Site or the
hnprovements, or any part thereof, Anor shall Tenant 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 thereof, except to the exfent permitted by law
or required by funding source. Tenant shall not discriminate against tenants with certificates or
vouchers under the Section 8 progfam or any successor rent subsidy program. |

6.02(c) Non-Discriminatory Advertising

* All advertising (including siéns) for subleésé of ’&m whole or any part of the Site

shall include the legend “E;lﬁal Housing Opportunity” in type or lettering of easily 1égible size ‘
and design, or as required by applicable law.

6.02(d)Access for Disabled Persons

Comply with all applicable lawé 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.
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6.02(e) Equal Opportunity Marketing Plan -
Tenant shall submit a Fair Housing Marketing Plan to be approved by the City.
Any Fair Housing Marketing Plan must follow the City’s marketing requirements for such
plans.
6.02(f) Lead Based Paint
Tenant agrees to coi"nply with the reéulations set forth in 24 CFR Part 35 and all
applicable rules and orders issued thereunder which prohibit the use oflead-based paint in
certain residential stfuctmes undergoing federally assisted construction and require the
elimination of lead-based paint hazards.
6.02(g) Permitted Uses of Surplus C:;sh
All annual Project Income, prior to the calculation of Surplus Cash, sﬁall be used
to pay, in the following order of priority: Project Expenses, including but not limited to Base
Rent, and Project Fees. If the Tenant is in compliance with all applicable requirements and

agreements under this Ground Lease, Tenant shall then use any Surplus Cash to make the

following payments:

1. First to Base Rent. Accrual payments, if any;

ii. - Second, to replenish the operating ?eserve account, if necessary, up to the
amount required by Lenderé;

1ii. Third, two-thirds (2/3) of remaining Surplus Cash to the City. The City’s
portion of Surplus Cash will be applied first to repayment of all Cify 1oans
according to the terms of the City loan documeﬁts, then to annual Residual
Rent; and

iv. Then, any remaining Surplus Cash may be used by Tenant for any purposes
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permitted under the amended and restated limited partnership agreement of
Tenant, as it may be amended from time to time.
Notwithstanding the foregoing, Tenant and City agree that the distribution of Surplus
Cash may be modified based on the requirements of other Lenders. Notwithstanding subsection
(i) above,.for'as long as a portion of the Project Fees are being paid out of Tenant’s share of
Surplus Cash 1n accordance with HCD requirements, one half (1/2) of remaining Surplus Cash
will be paid to Tenant and the remaining Surplus Cash will be si)lit on a pro-rata basis between
City and HCD (as long as HCD is a Lender).

6.03 City Deemed Beneficiary of Covenants

In amplification, and not in restriction, of the provisions of the preceding subsections, it
is intended and agreed that the City shall be deemed beneficiary of the agreements and covenants.
provided in this Article 6 for and in 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 City for the enﬁre period during which such agreements and covenants
shall be m force and effect, Withpufc ~regard to whether the City has at any time been, remains, or
is an owner of any land or iﬁterest thereiﬁ fo, or in favor of, which such Aagree.ments aﬁd
covenants relate. The City shall have the exclusive right, in the event of any breach of any such
agreements or covenants, in each case, after noﬁce and the expiration of cure periods, to exercise
all the rights and remedies a;ﬁd to maintain any actions at law or suits in equity or other proper
proceedings to enforce the cuﬁng 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
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Forty-five (45) days after recordation of a NOC (as deﬁned in Section 10.14) by the
Tenant for the Improvements, Tenant wﬁl furnish to the City a list of the persons who are
Occupants of the Iﬁprovements, the specific unit which each person occupies, the household
income of the Occupants of éach ﬁnit, the household size and the rent being charged to the
Occupants of each unit along with an income (.:ertiﬁcation, in the form set forth in Attachment 6,
for each Occupant. Each Occupant in the 'Project must also recertify his/her household income to
Tenant one time in every 6th year of the Project’s affordability period using the full
recertification method fequired by the HOME program, as applicable. Interim recertifications
are also required annually but may be done using the abbreviated annual income recertification
method which requires Occupants to submit income certification forms but does not require
verification of income or assets. In addition, each Occupant must be required to provide any
other inforﬁation, documents or certifications deemed necessary by the City to substantiate the
Occupant's income. If any state or federal agency requires an income certification for Occupants

of the Improvements containing the above-referenced information, the City agrees to accept such

certification in lieu of Attachment 6 as meeting the requirements of this Ground Lease. In
addition to such initial and annual list and certification, Tenant agrees to provide the same

| :
information and certification to the City regarding each Occupant of the Improvements not later

than twenty (20) business days after such Occupant commences occupancy.

ARTICLE 8: CONDITION OF SITE -"AS IS”

Neither the City, nor any émployee, agent or represéntative of the City hgs made any
representation, warranty or covenant, expressed or implied, with respect to the ‘Site, its physical
condition, the condition 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
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explicitly in this Ground Lease, and the Tenant understands and agrees that the City is making no
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 Schedule of Performance
Tenant agrees to undertake and complete all physical construction on the Site, if any, as

approved by the City, in accordance with the Schedule of Performance, Attachment 2

9.02 Permitted Uses and Occupancy Restrictions

| The permitted uses of the Project are limited to 83 units of affordable rental housing,
(collectively, the “Residential Units”) and common areas. Upon thie completion of construction,
one hundred percent (100%) of the Residential Units in the Project shall be occupied or held
vacant and available for rental by Very Low Income Households. In addition, 40 of the
Residential Units must be sét aside for homeless héuseholds, per LOSP Program requirements;
provided however that this requirement shall only apply for so long as the Project receives LOSP
subsidy funding for all units designated as LOSP units. Residential Units shall be occupied and
rented in accordance with all applicable restrictions imposed on the Project by this Ground Lease
and by Lenders for so long as such restrictions are required by the applicable Lender.

'ARTICLE 10: CONSTRUCTION OF IMPROVEMENTS

10.01 General Requirements and Rights of City

All construction documents, including but not limitéd to preliminary and final plans and
specifications for the construction of the Improvements by Tenant (collectively 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 this Ground Lease, including
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any limitations established in the City’s reasonable approval of the scherﬁatic cirawings, if any,
preliminary construction documents, and final construction documents for the Premises, and all
applicable Federal, State and local laws and regulations. The architect shall use, as necessary,
members of associated design professions, including engineefs and landscape architects.
Notﬁithstanding anything to the contrary contained in this Article 10, the City hereby
acknowledges that for purposes of this Ground Lease, the Final Construction Documents for the
Project have been approved as of the Effective Date.
10.02 City Approvals and Limitation Thereof |

The Constrﬁction Docm;nents must be approved by the City in the manner set
forth below:

10.02(a) Compliance with Ground Lease

The City’s approval with respect to the Construction Documents is limited to
determination of their compliance with this Ground Lease. The Constructioﬁ Documents shall

" be subject to general architectural review and guidance by City as part of this review and

é§é¥0V51 i)rocess.

10.02(b) MOHCD Does Not Approv¢ Compliance with Construction
Requirements

The City’s approval is not directed to engineering or étructural matters or
compliance with local building codes and regulations, the Americans with Disabilities Act, or
any other applicable State or Federal law relating to construction standards or requirements.
Tenant further under'stands and agrees that City is entering into this Ground Lease in its capacity
as a property owner with a proprietary interest in the Premises and not as a régulatory agency

with police powers. Nothing in this Ground Lease shall limit in any way Tenant’s obligation to
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obtain any required approvals from City officials, departments, boards or commissions having
jurisdiction over the Premises. By entering into this Ground Lease, City is in no way modifying '
or limiting Tenant’s obligation to cause the Premises to be used and occupied in accordance with
all applicable laws.

10.02(c) City Determination Final and Conclusive

The City’s determination respecting the compliance of the Construction
Documents with thi;s Ground Lease shall be final and conclusive (except that it makes no
defermination and has no responsibility for the matters set forth in Section 10.02(b), above).

10.03 Construction to be in Compliance with Construction Documents and Law

10.03(a) Compliance with City Approved Doc'uments

The construction shall be in compliance with the City-approved Construction
Documents. | |

10.03(b) Compliance with Local, State and Federal Law

The construction shall be in strict compliance with all applicable 1oéa1, State and Federal

laws and regulations. Tenant understands and agrees that Tenant’s use of the Premises and
construction of the hnpréveﬁents permitted hereunder will require authorizations, approvals or
permité from governmental regula;tory agencies with juﬁséiction over the Premises, including,
without limitation, City agencies. Tenant shall be solely responsible for obtaining any and all }
such regulatory approvals. Tenant shall not seek any regulatory approval without first obtaining
the written consent of City as Landlord under this Lease. Tenant shall bear all costs associated
with applying for and obtaining any necessary or appropriate regulatory approval and shall be
solely responsible for satisfying any and all conditions imposed by regulatory agencies as part of

aregulatory approval; provided, however, any such condition that could affect use or occupancy
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of the Project or City’s interest therein must first be approved by City in its sole discretion. Any
fines or penalties levied as a result of Tenant’s failure to comply with the terms and conciitions of
any regﬁlatory approval shall be immediately i)aid and discharged by Tenant, and City shall have
no liability, monetary or otherwise, for any such fines or penalties. Tenant shall indemnify,
defend, and hold harmless the City and the other Indemnified Parties hereunder against all
Claims '(as such terms are defined in Section 21 .01 (Tenant’s Indemnity) beléw) arising in
connection with Tenant’s failure to obtain or failure by Tenant, its agents or invitees to comply
with the terms and conditions of any regulatory approval, excepting only éuch Clgims as are
caused exclusively by thé willful misconduct or gross negligence of the City.

10.04 Approval of Construction Documents by City

Tenant shall submit and City shall approve or disapprove the Construction Documents

referred to in this Ground Lease within the times established in the Schedule of Performance.

Failure by City either to approve or disapprove within the times established in the Schedule of

Performance shall entitle Tenant to a day for day extension of time for completion of any

acﬁﬁﬁeé &ella;éd ;18 a d;réct resﬁf of City’é faiiﬁr; tg ;cilﬁrelyg;;ro‘\}e ;rﬂgirsiap;r;)vé ti;e -
Construction Documents. City hereby acknowledges that, as Landlorci under this Ground Lease,
as of the Effective Date, City has. apprdved the Construction Documents for the Project.

10.05 Disapproval of Construction Documénts by City

If the City disapproves the Construction Documents in whole or in part as not being in
compliance with this Ground Lease, Tenant shall submit new or corrected plans which are in
compliancebwithin thirty (30) days after written notification to it of disapproval, and the

provision of this section relating to approval, disapproval and re-submission of corrected

Construction Documents shall continue to apply until the Construction Documents have been
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approved by the City; provided, however, that in any event Tenant must submit satisfactory

Construction Documents (i.e., approved by City) no later than the date specified therefor in the

Schedule of Performance.

10.06 Reserved

10.07 Issuance of Building Permits

Tenant shall have the sole responsibility for obtaining all necessary building'permits' and
shall make application for such permits directly to the City's Department of Building Inspection.
The City understands and agrees that Tenant may use the Fast Track method of permit approval
for construction of the Improvements. |

10.08 Performance and Payment Bonds

Prior to commencement of construction of the Improvements, Ténant sﬁall deliver to City
performance and payment bonds, each for the full value of the cost of construction of the
Improveménts, which bonds shall name the City as co-obligee, or such other completion security
which is acceptable to the City. The payment and performance bonds may be obtained by
Tenant’s general contractor and name Tenant and City as co-obligees.

10.09 City Approval of Ch;'mge‘s after Commencement of Construction

Tenant ﬁéy not approve or permit any ch;mge to the plans and speciﬁcatior;s approved by
the City without the City's prior written consent. |

10.10 Times for Construction

Tenant agrees for itself, and its successors and assigns to or of the Ledsehold Estate or
any part thereof, that Tenant and such successors and assigns shall promptly begin and diligently
prosecute to completion the construction of the Improvements upon the Site, and that such

construction shall in any event commence and thereafter diligently continue and shall be
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completed no later than the dates specified in the Schedule of Performance, subject to force

majeure, unless such dates are extended by the City.

10.11 Force Majeure

For .the purposes of any of the provisions of this Ground Lease, and notwithstanding
anything to the contrary, neither the City nor Tenant, as the case may be, shall be considered in
breach or default of its obligations, nor shall there b¢ deemed a failure to satisfy any conditions
Witjfl respect to the beginning and completion of construction of the Improvementé, or progress in
respect thereto, in the event of enforced deléy in the performance of such obligations or |
satisfaction of such conditions, due to unforeseeable causes beyond its control and without its
fault or negliéence, including, but not restricted to, acts of God, or of the public enemy, acts of
the Government, aéts of the other party, fires, floods, epidemics, quarantine restrictions, strikes,
freight embargoes, general scarcity of materials and unusually severe weather or delays of
subcontractors due to such ;:auses; 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 construction of the

Improvements, ghall be extended for the period of the enforced delay; provided, however, that
thé party seeking the benefit of the provisions of this paragraph shall ha\-re notified tﬁé other.
party theréof in writing of the cause or causes thereof within thirty (3 O_) 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 paragraph 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 Tenant's
obligations to be performed prior to the commencement of construction, nor shall the failure to

timely perform pre-commencement of construction obligations extend or be construed to extend
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Tenant's obligétions to commence, prosecute and complete conétruction of the Improvements in
the manner and at the times specified in this Ground Lease.

10.12 Reports

Commencing when construction of the Improx.femen_ts commences and continuing

until completion of construction of the Improvements, Tenant shall make a report in writing to
the City every three (3) months-, in such detail as may reasonably be required by the City, as to
the actual pro gréss of the Tenant with respect to such construction. The MOHCD Monthly
Project Update required under the MOHCD Loan Documents shall satisfy this requirement.

10.13  Access to Site

Commencing as of the Effective bate, Tenant shall permit access to the Site to 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 nétice, and on an emergency basis
without notice whenever City believes that emergency access is required. Prior to issuance of
the NOC (as defined below) Tenant will have the right to have an employee, agent, or other
representative of Tenant accdmp'any the City representative at all times Whilé the Landlord
representative is present on the Site. The City and its representatives Wﬂl‘ exercise due care in
entering upon and/ orAinspecting the Site, and will perform all entry and iné:ection ina |
professional manner and so as to preclude any 'damage to the Site or Improvements, or any
disruption to the work of construétion or operation of the Improvements. The City and its
representatives will abide b§; any reasonable séfety and security measures Tenant imposes.

10.14 Notice of Completion

Promptly upon completion of the construction of the Improvements in accordance with

the pro‘visions of this Ground Lease, Tenant shall file a Notice of Completion (“NOC”) and

215



record such approved NOC in the San Francisco Recorder’s Office. Tenant shall provide the
City with a copy of the recorded NOC.

10.15 Completion of Improvements by New Developer

In the event a Lender or a successor thereto forecloses, obtains a deed in lieu of
foreclosure or otherwise realizes upon the Premises and undertakes construction of the
Improvements (“New Developer”) (A) such New Developer shall not be bound by the provisions
of the Schedule of Perf;)rménce with respect to any deadlines for the completion of the
Improvements bu;t shall only be required to complete the Improvements with due diligenceand
in conformance with a new Schedule of Performance as agreed upon by the New Developer and
the City, (B) such New Developer shall only be requi;ed to complete the Improvements in
accordance with all applicable building codes and ordinances, and the approved Construction
Documents with such changes that are mutually agreed upon by the City and the New Developer
pursuant to Subsection (C) hereof; and (C) City and New Developer shall negotiate in good faith

such reasonable amendments, and reasonable modifications to Section 10 of this Ground Lease as

the parties mutually determine to be reasonably necessary based upon the ﬁnanc;al Varmd

construction conditions then existing.

ARTICLE 11: COMPLETION OF IMPROVEMENTS

11.01 Certificate of Completion — Issuance

Promptly after completion of the construction of the Improvements in accordance with
-the provisions of this Ground Lease, and upon the request of Tenant, the City will furnish Tenant
with an appropriate instrument so c;ertifying (the "‘CertiﬁcA:ate of Completion”). Such certification
by the City shall be a conclusive determination of satisfaction and termination of the agreements

and covenants of this Ground Lease with respect to the obligation of Tenant, and its successors
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and assigns, to construct the Improvements in accordance with City approved Construction

Documents and the dates for the beginning and completion thereof; provided however, that such
determination shall only be withheld because of faiture to carry out specific requirements of this

Ground Lease; provided further that such certification and such determination shall not constitute

evidence of compliance with or satisfaction of any obligation of Tenant to any Lender, or any
insurer of a mortgage, securing money loaned to finance the construction or any part thereof;

provided further, that City issuance of any Certificate of Completion does not relieve Tenant or

any other person or entity from any and all City requirements, regulatory approvals, or
conditions relating to construction or éccupancy of the Improvements, which réquirements or
conditions must be complied with separately.

City may elect to issue to Tenant a Certificate of Completion if no events of default by
Tenant are then existing under this Ground Leasé and Tenant has completed the Improvements in
accordance with this Agreement, excepf for: (1) punch list items; (2) landscaping and other
outside areas of the Imprpvements; and (3) other items that do not adversely affect or impaﬁ
Tenant’s use and occupancy of the Improvements for the purposes contemplated by this Ground
Lease anfi that do not preclude the City’s issuance of a certificate of occupancy or other
certificate or authorization of Tenant’s use and occupancy of the Improvement;s. However, City
will not be obligated to issue a Certificate of Compktion in these circumstances unless and until
Tenant has provided to the City, at the City’s request, a bond, letter of credit, certificate of
deposit, or other security reasonably acceptable to the City in an amount equal to 110% of the
estimated cost of completing the items described in clauses (1) through (3) above, as reasonably
determined by the City.

11.02 Certifications to be Recordable
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All certifications provided for in this section shall be in such form as will enable them to

be recorded with the Recorder of the City.
| 11.03 Certiﬂcation of Completion - Non-Issuance Reasons

If MOHCD shall refuse or fail to provide any certification in accordance With the
provisions of Section 11.01, the City sﬁall provide Tenant with a written statement, within fifteen
(15) days after receipt by the City of the original written request by Tenant, indicating in
adequate detail in what respects Tenant has failed to complete the construction 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 tile opinion of the Cify, for Tenant to
take or perform in order to obtain such certification.

ARTICLE 12: CHANGES TO THE IMPROVEMENTS ’

12.01 Post Corﬁpletion Changes’
The City has a particular interest in the Project and in the nature and extent of the

permitted changes to the Improvements. Accordingly, it desires to and does hereby impose the

rfollowi;lgrparrticﬁrlar controlson the S1teand on thé ﬂglgg)fé%zements: during the ferm of thls
Ground Lease, neither Tenant, nor any voluﬁtary or involuptary successor or assign, shall make
or permit any Change in the Improvementé (as defined in éection 12.02), unless the express prior
written consent for any change shall have been requested in writing from thé City and obtained,
and, if obtained, upon such terms and conditions as the City may reasonably require. The City
agrees not to withhold or delay its response to such a request unreasonably.

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, and/or the density of development which differs
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materially ﬁﬁm t‘hatwhich existed upon the completion of construction of the Improvements in
accordance with this Ground Lease, and shall include without limitation the exterior design and
exterior materials. For purposes of the foregoing, exterior shall mean and include the roof of the
Improvements. Changes shall not include repairs, maintenance and interior alteratioﬁs in the
normal course of operation of the Project, or as may' be required in an emergency to protect the
safety and well-being of the Project’s Occupants.

12.03 Enforcement

Subject to Article 19 h&eof, City shall have any and all remedies in law or equity
(inclﬁding without limitation 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 IMPROYEMENTS

City acknowledges that fee title to the Improvements shall be vested in Tenant. It is the
intent of the Parties that this Ground Lease and Memorandum of Lease shall create a
constructive notice of severance of the Improvements from the Land without the necessity of a
deed from Lessor to Lessee. City and Tenant hereby agree that fee title to the Improvements
shall remain vested in Tenant during the' Term, subject to Section 14.01 below; provided,
however, that, subject to the rights of any Lenders and as further consideration for the City .
entering into thlS Grouﬁd Lease, at the expiration or earlier termination of this Ground Lease, fee
title to all the Improvements sﬁall vest in the City without further action of any party, without
' a.n'y obligation by the City to pay any compensation therefor to Tenant, and without the necessity
of a deed from Tenant to the City. Notwithstanding the foregoing, if requested by City, upon

expiration or sooner termination of this Ground Lease, Tenant shall execute, acknowledge, and
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deliver to the City a good and sufficient grant deed conveying to City Tenan;t’s fee interest in the
Improvements. City acknowledges and agrees that any and all depreciation, amortization and tax
credits for federal or state tax purposes relating to the Improvements and any and all additions
t];ereto, substitutions therefor, fixtures therein and other property relating thereto shall be
deducted or credited exclusively to Tenant during the Term and for the tax years during which
the Term begins aﬁd- ends.

ARTICLE 14: ASSIGNMENT, SUBLEASE OR OTHER CONVEYANCE

14.01 Assignment, Sublease or Other Conveyance by Tenant

Tenant may not sell, assign, convey, sublease, or 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 Lender(s) or affiliates of Lender(s), or allow any berson or entity to occupy or ﬁse all or
any part of the Site, other than leases to residential tenants and commercial tenants in the
ordinary course of business, nor may it contract or agree to do any of the same, without the prior

written approval of the City, which approval shall not be unreasonably withheld or deléyed. The

City reserves the right to review and approve an}; rcé)rmnglercr:ial lleasesﬁandicomﬁrlerc;ial tieni'crmtsr fof
the Site, 'Which approval shall not be unreasonably withheld or delayed. Notwithstanding
anything contained herein to the éontrary, Tenant may sell, assign, convey, sublease or transfer
any or all of its interests in and to this Ground Lease to Tenant affiliate or to an affiliate or
successor of Tenderloin Neighborhood Development Corporation, and mayl change, assign,
acquire, or liquidate partnership interests in Tenant, as permitted under Article 47 of this Ground
Lease.

14.02 Assignment, Sublease or ther Conveyance by City

The parties acknowledge that any salé, assignment, transfer or conveyance of all or any
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part of the City's interest in the Site, the Improvements, or this Ground Lease, is subject to this
Ground Lease. The City will require that any purchaser, assignee or transferee expressly assume
all of the obligations of the City under this Ground Lease by a written instrumem recordable in
the Official Records of the City. This Ground Lease shall not be affected by any such sale, and
Tenant shall attorn to any such purchaser ér assignee. [In the ex./ent that the City intends to sell
all or any part of the Site, the City shall notify Tenant of the proposed terms of such sale not later
than ninety (90) days before the anticipated close of escrow. Tenant 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, provided that any sale of City’s interest in the Site
shall be subject to the prior approval of the City’s Board of Supervisors and Mayor.

ARTICLE 15: TAXES

Tenant agrees to pay, or cause to be paid, when due to the proper authority, any and all |
valid taxes, assessments and similar charges on the Site which become effective after the
Effective Date of this Ground Lease, including all taxes levi_ed or assessed on the possession, use
or occupancy, as distinguished from the ownership, of the Site. Tehapt shall not permit any such

taxes, charges or other assessments to become a defaulted lien on the Site or the Improvements

thereon; provided, however, that in the event any such tax, assessment or similar charge is
payable in installments, Tenant may make, or cause to be made, payment in installments; and,

provided further, that Tenant may contest the legal validity or the amount of any tax, assessment

* or similar charge, through such proceedings as Tenant considers necessary or appropriate, and
Tenant rhay defer the payment thereof so long as the validity or amount thereof shall be -
contested by Tenant in good faith and without expense to the City. In the event of any such

contest, Tenant shall protect, defend and indemnify the City against all Joss, cost, expense or
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damage resulting there from, énd should Tenant be unsuccessful in any such contest, Tenant
shall forthwith pay, dischargg, or cause to be paid or discharged, such tax, assessment or other
similar charge. The City shall furnish such information as Tenant shall reasonably requést in
connection with any sﬁch contest provided that suqh information is in the City’s possession or
control or is otherwise available to the public. City hereby consents to and shall reasonably
cooperate and-assist with Tenant applying for and obtaining any applicable exemptions from
taxés or assessments levied on the Site, the Improvements or on Tenant’s interest therein.

Tenant shall have no obligation under this Section prior to the Effective Date, including but not
limited to any taxes, assessments or other charges levied against the Site which are incurred prior
to the Effective Date.

ARTICLE 16: UTILITIES

From and after the Effective Date, Tenant 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 semces Fromand after the Effectl;e Dafé, as geﬁ;féén thé é1ty and .
Tenant, Tenant 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. All électn'city necessary for operations in the Premises shall
be purchaééd from San Francisco Public Utilities Commission (“SFPUC”), at SFPUC's standard
rates charged to third partiés, unless SFPUC determines, in its sole judgment, that it is not

| feasible to provide such service to the Premises. SFPUC is the provider of electric services to
City property, and the Ihterconnection Services Department of SFPUC’s Power Enterprise

coordinates with Pacific Gas and Electric Company and others to implement this service. To
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arrange for electric service to the Premises, Tenant shall contact the Interconnection Services
Department in the Power Enterprise of the SFPUC.

ARTICLE 17: MAINTENANCE

Tenént, at all times during the term hereof, shall maintain or cause to be maintained thé
Premises in good condition and repair to the reasonable satisfaction of the City, 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 City shall hot be

obligated to méke any repairs, replacements or renewals of any kind, nature or description.
whatsoever to the Sité or any buildings or improvements now or hereafter located thereon.

ARTICLE 18: LIENS

Tenant 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 Tenant shall
“not cause the same to be released of record or bonded around within twenty (20) days following
written notice from the City of the imposition of any such lien, the City 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, inclﬁding payment Qf the claiin giving rise
to such lien. Aﬂ sums paid by the City for sﬁch purpose, and all reasonaﬁle expenses incurred by

it in connection therewith, shall be payable to the City by Tenant on demand; provided, however,

Tenant shall have the right, upon posting of an adequate bond or other security, to contest any
such lien, and the City shall not seek to satisfy or discharge any such lien unless Tenant has
failed so to do within ten (10) days after the final determination of the validity thereof. In the
event of any such contest, Tenant shall protect, defend, and indemnify the City against all loss,

cost, expense or damage resulting therefrom. The provisions of this Section shall not apply prior
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to the Effective Date or to any liens arising prior to the Effective Date.

ARTICLE 19: GENERAL REMEDIES

19.01 Application of Remedies

The provisions of this Article 19 shall govern the parties' remedies for breach of this
Ground Lease. |

19.02 Notice and Cure Rights for Tenant and Permitted Limited Partner

(@) The City may nof exerpise its remedies under this Ground Lease for a default
by the Tenant unless and until: (i) the City has givén written notice' of any such default, in
accordance with the notice provisions of Article 38, to Tenant and Permitted Limited Partners,
who have requested notice as set fo_rth below, and (ii) such default has no£ beép cured within
sixty (60) days or such longer period as may be set forth herein, followiﬁg 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 cure has been commenced within
. such 60-day period and is being prosecuted diligently to coinpletion. If a Permitted Limited
i;;rmer cannot 7cur7<;; defalilrlﬁtr (‘i;eﬂtio' e;nautoma’;;cstay 1;1 Bankruptcyicourtbecause the geﬁeréi o
partner of the Tenant is in bankruptcy, any cure period Wﬂl be tolled during the pendency of. such
automatic stay.
(b) The City 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
managing general partner, so long as the Permitted Limited Partner is proceeding diligently to
remove the managing general partner in order to effect a cure of such default. |
(¢) Unless otherwise provided for herein, ény _Iimited partner Wisﬁing to become a

Permitted Limited Partner other than any Permitted Limited Partner identified in Section 38 must
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provide five (5) days written notice to the City in accordance with thé notice provisions of this
Ground Lease, setting forth a notice address and proﬁding a copy of such notice to the Tenant
and. all of the Tenant’s partners. Such limited partner will become a Permitted Limited Partner
ﬁpon the expiration of the five-day period. A limited paﬁner will not be afforded the protections
of this section with respect to any default occurringr pri;)r to the time such limited partner
becomes a Permitted Limited Partner.
19.03 Breach by City
If Tenant believes a ma’;erial breach by the City of this Ground Lease has occurred,
Tenant shall first notify the City in writing of the ?urported Breach, giving the City sixty (60)
days from receipt of such notice to cure such breach. In the event City does not then cure or, if
the breach is not reasonably susceptible to cure within that sixty (60) day peridd, begin to cure
within sixty (60) days and thereaﬁgr diligently prosecute such cure to completion, then Tenant
shall be afforded all of its rights at law or in equity by taking any or all of the following
remediés: (i) terminating in writing this entire Ground Lease with the Written consent of each
Lender; (ii) prosecuﬁng an action for damages; (iii) seeking specific performance of this Ground
Lease; or (iv) any other rémedy available at law or equity.
| 19.04 Breach by‘Tenant 'A |

19.04(a) Defaulf by Tenant

Subject to the notice and cure rights under Section 19.02, the following events |
each constitute ‘a basis for the City to take action against Tenant:

(1)  Tenant fails to comply with the Permitted Uses and Occupancy
Restrictions set forth in Section 9.02; |

(2)  Tenant voluntarily or involuntarily assigns, transfers or attérnpts to
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transfer or assign this Ground Lease or any rights in this Ground Lease, or in the Improvements, ‘
except as permitted by this Ground Lease or otherwise with the approval of the City;

(3)  From and after the Effective Date, Tenant, 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 mecﬁanic’s lien or any other
ﬁnaumorized encumbrance or lien to attach, and such taxes or assessments shall not have been
paid, or the encumbrance or lien removed or discharged within the time period provided in
Article 18; proﬁded, however, that Tenant shall have the right to contest ény tax or assessment
pursuant to Article 15 and Article 18 and, upon the p_bsting of an adequate bond or other secuﬁty,
to contest any such lienv or encumbrance. In the event of any such contest, Tenant shall protect,
indemnify and hold City harmless against all losses and damages, including reasonable
attorneys’ fees and costs resulting therefrom,;

(4)  Tenant shall be adjudicated bankrupt or insolvent or shall make a transfer

iﬁ defrraucliwof cfeditors, or make an é,ssigi;men'g for the ‘t;éneﬁf éf cfé&itofs, o; bnn; or hf;\fe 7
brought against Tenant any action of .proceeding of any kind under any provision of the Federal
Bankruptcy Act or under any other insolvéncy, ‘b ankruptcy or reorganization act and, in the évent
such proceedings are involuntary, Tenant is not dismissed from the same within sixty (60) days
thereafter; or, a receiver is appointed for a substantial part of the assets of Tenant and such
receiver 1s not discharged within sixty (60) days;

(5)  Tenant breaches any other material provision of this Ground Lease;

(6)  Tenant fails to pay any portion of Annual Rent when due in accordance

with the terms and provisions of this Ground Lease.
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19.04(b) Notification ;nd City Remedies
Upon the happening of any of the events described in Section 19.04(a) above, and
- prior to exercising any remedies, the City shall notify Tenant, the Péxnﬁtted Limited Partners,

and eéch Lender in writing of the Tenant’s purported breach, failure or act in accordance with
the notice provisions of Article 38, giving Tenant sixty (60) days from receipt of such notice to
cure such breach, failure or act. In the event Tenant 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 theréafter diligently prosecute such cure to complet'ion, then, subj éct to the rights
of any Lender and subject to Section 19.02 and Article 26, the City thereafter shall be afforded
all of its rights at law or in equity, including without limitation any or all of the following
remedies: ( 1)' terminating in vx'friting‘ this Ground Leélse; (2) prosecuting an action for damages;
(3) seeking speéiﬁc performance of this Ground Lease; or (4) in the case of default under Section
19.04(a)(1), increasing the Base Rent to the full amount of the Annual Rent.

Notwithstanding the foregoing, during the 15-year tax credit “compliance period”
(as defined m Section 42 of the Internal Revenue Code, as amended) for the Project, City may
only te;rninate this Ground _Léase for a default by Tenant under Section 19.04(a)(6) above. |

ARTICLE 20: DAMAGE AND DESTRUCTION

20.01 Insured Casualty

From an(i after the Effective Date, if the Improverﬁents or any part thereof are damaged
or destroyed by any cause covered by any policy of insurance required to be fna.intained by
Tenant hereunder, Tenant shall promptly commence and diligently complete ﬂle 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
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destroyed or are so damaged by fire or other casualty and if the insurance proceeds do not

provide at least ninety percent (90%) of the funds necessary to accomplish the restoration,

Tenant, with the written consent of Lender, 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 Tenant -
is notified of the amount of insurance proceeds available for restoration. In the event Tenant is
required or elects to restore the Improvements, all proceeds of any policy of insurance required
to be maintained by Tenant under this Ground Lease shall, subject to any applicable rights of
Lenders, be used by Tenant for that purpose and Tenant shall make up from its own funds or
obtain additional financing as reasonably approved by the City any deficiency between the
amount of insurance proceeds available for the work of restoration and thé actual cost thereof. In
the event Tenant elects to teﬁhinate this Ground Lease pursuant to its right to do so under this

. Section 20.01, or elects not to restore the Improvements, the insurance proceeds shall be divided
in the order set forth in Section 20.03.

20.02 Uninsured Casualty

From and a;ﬁer thé Efféétivé Défe, if (1) m‘oreﬂtrhan 50% of ther In&éroveméﬂté 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 fhe reasonable opinion of Tenant, the undamaged
portion of the Improvements cannot be completed or operated on an economically feasible basis;
and (iii) there is not available tc.) Tenant any feasible source of third party financing for
regtoration reasonably acceptable to Tenant; then Tenant may, with the written consent of each
Lender, other than the City, terminate this Ground Lease upon ninety (90) days written notice to
the City. Ifit appears that the provisions of this Section 20.02 may apply to a particular event of

damage or destruction, Tenant shall notify the City promptly and not consent to any settlement or
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adjustment of an insurance award Witﬁout the City's written approval, which approval shall not
be unreésonably \.vvithheld or delayed. In the event that Tenant terminates this Ground Lease
pursuant to this Section 20.02, all insurance proceeds and damages payable by reason of the
‘casualty shall be divided among City, Tenant and Lenders in accordance with the provisions of
Section 20.63. If Tenant does not have the right, or elects not to exercise the right, to terminate
| this Ground Leasé as a result of an uninsured casualty, Tenant shall promptly cominence and
diligently complete the restoration of the Improvements as nearly as possible to their condition
pﬂof to such damage or destruction in accordance with the provisions of Section 20.01 and shall,
subject to any applicable rights of Lenders, be entitled to all available insurance proceeds.
20.03 Distribution of the Insurance Proceeds
In the event of an election by Tenant to terminate and surrender as provided in either
Sections 20,01 or 20.02, the priority and manner for distribution ;>f the proceeds of any insurance
policy required to be maintained by Tenant hereunder shall be as follows:
(é) First to the Lenders, in order of their priority, to control, disburse or appiy to any
outstanding loan amounts in accordance with the terms their respecfive Leasehold Mortgages;
(b)  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 re(iuired by any statute, law,
ordinance, rule, regulation or order of any federal, state or 1oqa1 government, or any agency or
official thereof, for thé protection of persons or pr(;perty from any risk, or for the abatement of
any nu@sance, created by or arising from the casualty or the damage or destruction caused
thereby; |
(c) Third, to compensate City 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
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damage or destruction; and

(d)  The remainder to Tenant.

20.04 Clean Up of Housing Site

In the event the Tesant terminates this Ground Lease pursuant to the provisions of
Sections 20.01 or 20.02 and the proceeds of any insurance policy aré insufficient to pay the
clean-up and other costs described m Article 20.03(b), Tenant shall have the obligation to pay

the portion of such costs not covered by the insurance proceeds.

ARTICLE 21: DAMAGE TO PERSON OR PROPERTY; HAZARDOUS MATERIALS;

INDEMNIFICATION

21.01 Damage to Person or Property - General Indemnification
City shall not in any event whatsoever 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
Tenant, or to any property of any other person, entity or association on or about the Site, unless
_arising from any gross negligence or willful misconduct of the City or any of its commissioners,
ofﬁsérs, ageﬁ;ss or Asmélroyeés.w"vfsn;.nt shall defsﬁd, iloldilaitnless;nd;demmfythe Cﬂityﬁ .
including, but not limited to, its boards, cc;mmissions, commissioners, departments, agencies a:pd
other subdivisions, ofﬁcers, aéents, and employees (sach, an “Indemnified Party” and
collectively the “Indemnified Parties”), of and from all claims, loss, damage, injury, actions,
" ‘causes of action and liability of every kind, nature and description (collectively, “Claims”)
incurred in connection with or directly or indirectly arising from its teﬁancy, its use of the Site,
including adjoining sidewalks and streets, and any of its or tﬁeir opAeratior‘ls or activities thereon

~ or connected thereto; all regardless of the active or passive negligence of, and regardless of '

whether liability without fault is imposed or sought to be imposed on, the Indemnified Parties,
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except o the extent that such Indemnity is void or otherwise unenforceable under applicable law
iﬁ effect on or validly retroactive to the date of this Ground Lease and further excepting only
such Claims as are caused exclusively by the willful misconduct or gross negligence of the
Indemnified Parties. The foregoing Indemnity shall include, without limitation, reasonable fees
of attorneys, consultants and experts and related costs and City’s costs of investigating any '
Claim. Tenant specifically acknowledges and agrees thatA it has an immediate and independent
obligation to defénd the City from any claim which actually or potentially fglls within any
indemnity provision set forth in this Ground Lease, even if such allegation is or may be
groundless, fraudulent or false, which obligation aﬁsés at the time such claim is tendered to
Tenant by City and continues at all times thereafter. Tenant’s obligations under this Article shall
survive the temﬁation or expiration of this Ground Lease. |

21.02 Hazardous Materials — Indemnification

(8  Tenant shall indemnify, defend, and hold the Indemnified Pérties harmless from
and against any and all losses, costs, claﬁns, damages, liabilities, and causes of action of any
nature whatsoever (including, without limitation, the reasonable fees and disbursements of
cbunsel and engine;ring coﬁsultgnts) incurred by or asserted against any Indemnified Party in
connection with, arising out éf, in response to, orin any manner relating to violation of any
Environmental Law, or any Release, threafenéd Release and any condiﬁon of pollution,
contamination or Hazardous Substance-related nuisance on, under or from the Site.

(b)  For purposes of this Section 21.02, the following definitions shall apply: |

) "Hazardous Substance" shall have the meaning set forth in the

Comprehensive Environmental Response, Compensation and Liability Act of 1980, as amended

as of the date of this Ground Lease, 42 U.S.C. 9601(14),and in addition shall include, without
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Ijlrlitation, petroleum (including crude oil or any fraction thereof) and petroleum products,
asbestos, asbestos-containing materials, polychlorinated biphenyls ("PCBs"), ‘PCB—containing
materials, all hazardous substances identified in the California Health & Safety Code 25316 and
25281(d), all chemicals listed pursuant to the California Health & Safety Code 25249.8, and any
substance deemed 2 hazardous substance, hazardous material, hazardous waste, or contaminant
under Environmental Law. The foregoing definition shall not include substances which occur
naturally on the Site or commercially reasonable amounts of hazardous materials used in the
ordinary course of construction and operation of a residential development.'

(i)  "Environmental Law" shall include all federal, state aﬁd local laws,
regulations and ordinances governing hazardous waste, wastewater discharges, drinking water,
air emissions, Hazardous Substance releases or reporting requirements, Hazardous Spbstance use
or storage, and employee or community right-to-know requirements related to the work being
performed under this Ground Lease.

(1i1) "Release" shall mean any spillage, leaking, pumping, pouring, emitting,

érrnptymg»,rdischar?gingr, mjectmg, e;capmg, leabﬁiﬁé; d:nnpmg, Wcr>r diéposing ;15’(0 the -
environment, including the abandonment or discharging of barrels, containers, and other closed
- receptacles contdining any Hazardous Substance. |
ARTICLE 22: INSURANCE
22.01 Insurance
The Tenant shall maintain insurance meeting the requirements of this Article.
22.01(a) Insurance Requirements for Tenant 1

During the term of this Ground Lease, Tenant shall procure and maintain

insurance against claims for injuries to persons or damage to property which may arise from or in
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connection with the performance of any work hereunder by the Tenant,.its agents,
. representatives, employees or subcontractors and the Tenant’s use and occupancy of the Site and

the Improvements.

!

22.01(b) Minimum Scope of Insurance
Coverage shall be at least as broad as:

(1)  Insurance Services Office Commercial General Liability coverage (form
CG 00 01 “Occurrence™) or other form approved by the City’s Risk Manager.
A 2) Insurance Services Office Automobile Liability coverage, code 1 (form
CA 00 01 - “Any Auto”) or other form approved by the City’s Risk Manager.

(3)  Workers' Compensation insurance as required by the State of California
énd Employer’s Liability insurance. |

(4)  Professional Liability Insurance: Tenant shall require that all architects,
engineers, and surveyors for the Project have liability insurance covering all négligent acts,
errors and omissions. Tenant shall provide the City with copies of consultants’ insurance
certificates showing such coverage.

®) | Insurance Services Office Property Insurance covérage (form CP 10 30 60
95— “C,auses of Loss — Special Form”) or other form approved by the City’s Risk Manager.

| (6)  Crime Policy or Fideiify Bond‘v coveﬁné the Tenant" s officers and

employees against dishonesty with respect to the use of City funds.

22.01(c) Minimum Limits of Insurance

Tenant shall maintain limits no less than:‘

(1)  General Liability: Commercial General Liability insurance with no less

than One Million Dollars ($1,000,000) combined single limit per occurrence and Two Million

| Dollars ($2,000,000) annual aggregate limit for bodily injury and property damage, including
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coverage for contractual 11abiﬁty, personal injury; fire damage legal liability; advertisers’
liability; owners’ and contractors’ protective liability; products and completed operations; broad
form property damage; and explosion, collapse and underground (XCU)coverage during any
period in which Tenant is conducting any activity on, alteration or imérovement to the Site with

risk of explosion, collapse, or underground hazards.

(2)  Automobile Liability: Business Automobile Liability insurance with no
less than One Million Dollars ($1,000,000) combined single limit per accident for bodilyﬁ injury
and property damage, including owned, hired and non-owned auto coverage, as applicable.

(3)  Workers’ Compensation and Employers Liability: Workers’

Compensation, in statutory amounts, with Employers’ Liability limits not less than One Million
Dollars ($1,000,000) each accident, injury, or illness.

(4)  Professional Liability: Professional Liability insurance of no less than One

Million Dollars ($1,000,000) per claim and Two Million Dollars ($2,000,000) annual aggregate

limit covering all negligent acts, errors and omissions of Tenant’s architects, engineers and:

| sﬁitrlfrx;eyors: Iﬂfiﬂléiffoféssionél L1ab111ty1nsurance prov1ded rby the é}chitécfs, éﬁgineers,- or
surveyors is “claims made” coverage, Tenant shall assure that these minimum limits are
‘maintained for no less than three (3) years beyond completion of the construction of remodeling.

| ~. (5)  Crime Policy or Fidelity Bond: Crime Policy or Fidelity Bond of no less
than Seventy Fivé Thousand Dollars ($75,000) c;ach loss, with any deductible not to exceed Five
Thousand Dollars ($5,000) each loss.

(6)  Pollution Liability é.nd/or Asbestos Pollution Liability: Pollution Liabﬂity

and/or Asbestos Pollution Liability applicable to the work being performed, with a limit no less

than $1,000,000 per claim or occurrence and $2,000,000 aggregate per policy period of one year,
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this coverage shall be endorsed to include Non-Owned Disposal Site coverage. This policy may
be provided by the Tenant’s coﬁtractor, provided that the policy must be “claims made” coverage
and Tenant must require Tenant’s contrac£or to maintain these minimum hmlts forno iess than
three (3) years beyond completion of the Project.

(7)  Property Insurance:

(a) . Prior to construction:

() Property insurance, excluding earthquake and flood, in the amount no
less than One Hundred Percent (100%) of the replacement value of all improvements prior to
commeﬁcement of cons’gruction and City property in the care, cﬁstody and control of the Tenant
or its contractor, including coverage in transit and s‘torage‘off-site; the cost of debris removal and
demolition as may be made reasonably necessary by such perils, resulting damage and any
applicable law, ordinance or regulation; start up, testing and machinery breakdown including
electrical arcing; and with a deductible not to exceed Ten Thousand Dollars ($10,000) each loss,
in;:Iuding the City and all subcontractors as loss payees.

(b)  During the course of construction:

(@) Buﬂder"s risk insurance, special form coverage, excluding eaﬁhquake
and flood, for one hundred percent (100%) ofthe replacement value of all 'éompleted |
improvements and City property in the care, custody and control of the Tendnt or its contractor,
including coverage in transit and storage off—site;-'thg cost of debris removal and demolition as
may be made reasonably necéssary by such covered perils, resulting damage and any applicable
law, ordinance or regulation; start up, testing and machinery breékdown including electrical

arcing, copy of the applicable endorsement to the Builder’s Risk policy, if the Builder’s Risk
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policy is issued on a declared-project basis; and with a deductible not to exceed Ten Thousand
Dollars ($10,000) each loss, including the City and all subcontractors as loss payees.

(ii) Performance and payment bonds of contractors, each in the amount of
One Hundred Percent (100%) of contract amounts, naming the City and Tenant as dual obligees
or other completion security approved by the City in its sole discretion.

- () . Upon completion of construction:

(1) Property insu’rance,.excluding earthquake and flood, in the amount no
less than One Hundred Percent (100%) of the then-current replacement value of all
improvements and City property 1n the care, custody and control of the Tenant or its contractor.
For rehabilitétion/ construction projects that are unoccupied by residential or commercial tenants,
Tenant must obtain Property Insurance by the date that the project receives a Certificate of
Substantial Completion. (ii) Boiler and machinery insurance, comprehensive form, covering
damage to, loss or destruction of machinery and equipment located on the Site that is used by
Tenant for Eeating, ventilating, air-conditioning, power generation and similar purposes, in an
machinery and equipmenﬁ. |

22.01(d) 'Deductibles and Self-Insured Retentions

Any deductibles or self—insuréd retentions in excess of $25,000 must be declared
to and approved by City’s Risk Manager. At the option of City’s Risk Manager, either: the
insurer shall reduce or eliminate such deductibles or self-insured retentions with respect to the
City and County of San Franciséo, and their respective commissioners, memBers, officers,

agents, and employees; or the Tenant shall procure a financial guarantee satisfactory to the City’s

1436



Risk Manager guaranteeing payinent of losses and related investigations, claim administration
and defense expenses.

22.01(e)- Other Inéurance Provisions

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

(1)  Generaj Liability and Automobile Liability Coverage: The “City and

County of San Francisco and their respective commissioners, members, officers, agents, and
employees” are to be covered as additional insured with respect to: 1iébility arising out of
activities performed by or on behalf of the Tenant related to thé Project; products and compléted
operations of the Tenant, premises owned, occupied or used by the Tenant related to the Project;
and automobiles owned, leased, hiréd or borrowed by the Tenant for the operations related to the
Project. The coverage shall contain no special limitations on the scope of protection afforded to
the City and its Commissioners, members, ofﬁceré, agents or employees.

(2) Workers' Compensation and Property Insurance: The insured shall agree

to waive all righfs of subrogation against the “City and County of San Francisco, and their
respective commissioners, members, officers, agents, and employees” for any losses in
connection with this Project.

(3) Claims-made Coverage: Should any of the required insurance be provided

under a claims-made form, Tenant shall maintain such coverage continuously throughout the term
of this Ground Lease and, without lapse, for a period of three years beyond the expiration of this
Ground Lease, to the effect that, should occurrences during the contract term 2c.:,rive rise to claims
made after expiration of the Ground Lease, such claims shall be covered by such claims-made
poliéies.

@) .All. Coverage: Each insurance policy required by this Article shall:
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(2) Beendorsed to state that coverage shall not be suspended, voided,
caﬁceled by either party, or reduced in coverage or in limits, except after thirty (30) days' prior
written notice has been given to City, except in the event of suspension for nonpayment of
premium, in which case ten (10) days’ notice shall be given.

(b) Contain a clause providing that the City and its officers, agents and
employees will not be liable for any required premium.

(c)  For any claims related to this Ground Lease, the Tenant’s insurance
coverage shall be primary insurance with respect to the City anci its commissioners, members,
officers, agents, and employees. Any insurance or self-insurance maintained by the City or its
commiissioners, members, officers, agents, or employees shall be in excess of the Tena.nfs
insurance and shall not coﬁtribute with it.

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

(¢) Any failure to comply with reporting provisions of tﬁe policies shall not

;ffect coveragvéﬁi;r;)yided té the Clgyan& 1ts éoﬁﬁﬁﬁééioﬁeré, ;nembers, _officers, aéenrtrs: or 7
employees.

()  Approval of Tenant’s insurance by the City will not relieve or decrease the
liability of Tenant under this Ground Lease.

(g) The City reserves the right to require an increase in insurance coverage in
the event the City determines that conditions show cause for an increase, unless Tenant

demonstrates to the City’s satisfaction that the increased coverage is commercially unreasonable .

and unavailable to Tenant.
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22.01(%) Acceptability of Insurers

Insurance is to be placed with insurers with a Best's rating of no less than A-VIII
or as otherwise approved by the City’s Risk Manager. |

22.01(g) Verification of Covefage

Tenant shall furmsh City with certificates of insurance and with original
endorsements effecting coverage required by this clause at the commencement of this Ground
Lease and annually thereafter. The certificates and endorsements for each insurance policy are
to be siéned by a person authorized by that insurer to bind coverage on its behalf. City reserves
the right to require complete, certified copies of all required insurance policiés, including
endorsements demonstrating the coverage required by these specifications at any time.

22.01(h) Contractor, Subcontractors and Consultants Insurance

Tenant shall include all subcontractors and consultants as additional insureds
under its policies or shall furnish separate certificates and endorsements for each. Tenant shall
require the subcontractor(s) to provide all necessary insurance and to name the City and County
of San Francisco, its officers, agents and employees and the Tenant as additional insureds. All
coverage for subcontractors énd consultgnts shall be subject to all of the requirements stated

herein unless otherwise approved by the City’s Risk Manager.

ARTICLE 23: COMPLIANCE WITH SITE-RELATED AND LEGAL

REQUIREMENTS '

23.01 Compliance with Legal Requirements

From and after the Effective Date, Tenant shall at its cost and expense, promptly comply
with all applicable Laws, statutes, ordinances and governmental rules, regulations or

requirements now in force or which may hereafter be in force, including without limitation the
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requjremcnts of thc fire department or other similar body now or hereafter constituted and with
any direction or occupancy certificate issued pursuant to any law by any public officer or
officers, insofar as any thereof relates to or affects the condition, use or occupancy of the Site.. In
thc event Tenant contests any of the foregoing, Tenant shall not be obligated to comply therewith
to the extent that the application of the contested law, statute, ordinance, rule, regulation or
requirement is stayed by the operation of law or administrative or judicial order and Tenant
indemnifies the Indemnified Parties against all loss, cost, expense or damage resulting from
noncompliance.

23.02 Regulatory Approvals

Tenant understands and agrees that the City is entering into this Ground Lease in its
capacity as a landowner with a proprietary interest in the Prernises and not as a regulatory agency
with certain police powers. Tenant understands and agrees that neither entry by the City into this
‘ Ground Lease nor any approvals giyen by the City under this Ground Lease will be dcer'ned to

1mp1y that Tenant has thereby obtained any required approvals from City departments, boards or

commissions that have Junsd1ctlon over the Prermscs By entenng into thls Ground Lease the
City is in no way modifying or limiting the obligations of Tenant to develop the Project n
accordance with all Laws and as provided in this Ground Lease;

Tenant understands that its construction of the Improvements o the Premises and
development of the Project will require approval, authorization or permit by governmental
agcncics with jurisdiction, which may include the City’s Planning Commission and/or Zoning
Administrator and the Department of Building Inspcction. Tenant must use good faith efforts to
obtain and will be solely responsible for obtaining any such approvals required for the Project in

the manner set forth in this Section. Tenant will not seek any regulatory approval without first
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obtaining MOHCD’s approval, which approval shall not be unreasonébly withheld or delayed.
Throughout the permit process for ;cmy regulatory approval, Tenant will consult and coord@naté
with MOHCD in Tenant’s efforts to obtain permits. MOHCD will cooperate reasonably with
Tenant in its efforts to obtain permits; provided, héwever, Tenant may not agree to the
imposition of conditions or restrictions in connection with its efforts to obtain a pejrmit from any
other regulatory ageﬁcy if the City is required to be a co-permittee under the pe'rmif or the
conditions or restrictions could create any financial or other material obligations on the part of
the City whether on or off of the Premises, unless in each instance MOHCD has approved the
conditions previously in writing and in MOHCD’s reasonable discretion. No approval by
MOHCD will limit Tenant’s obligation to pay all the costs of complying Wifh conditions under
this Section. Tenant must bear all costs associated with applying for and obtaining any necessary
regulatory approval, as well as any fines, penalties or corréctive actions imposed as a result of
Tenant’s failure to comply with the terms and conditions of any regulatory approval.

With MOHCD’s prior written consent, Tenant will have the right to appeal or contest any
condiﬁo;l in any manner bermitted by law imposed upon any regulatory approval. In addition to
any other indemnification provisions of this Ground Lease, Tenant must indemnify the City and
its commissioners, 6fﬁcers, agents or employeés from and against ény and all losééé that may
arise in connection with Tenant’s failure to obtain or comply with the terms and conditions of
any regulatory approval or with the appeal or contest of any conditions of any regulatory
approval, except to the extent daﬁage arises out of the gross negligence or willful misconduct of

the City or its agents.

ARTICLE 24: ENTRY
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(@ Tﬁe City reserves for itself and its authorized representativeé the ﬁght to enter the
Site at all reasonable times during normal business hours upon not less than forty-eight (48)
hours’ written notice to Tenant (except in the event of an emergency), subject to the rights of the
occupants, tenants and others Iawi;ully permitted on the Site, for any of the following purposes:
| (1) to inspect the work being performed by Tenant in developing the Project.
(ii) to determine whether the Premises is in good condition and to inspect the
Premises (including soil borings or other Hazardous Material Investigations);
(iii) to determine whether Tenant is in compliance witﬁ its Ground Lease obli gaﬁons
and to cure or attempt to cure any Tenant default;
(iv) to serve, post or keep posted any notices required or allowed under any of the
provisions of this Ground Lease;
(v) to do any hnaintenance or repairs to the Premises that the City has thé right or the
obligation, if any, to perform hereunder; and

*(vi) to show the Premises to any prospective purchasers, brokers, Lenders or public

ofﬁcials, or; dunng;he last yézu: o;Cthe Tei'rﬁ”of thlS Léasé, exhibit the Premises to p,rosg)ectiﬁ: N
tenants or other'occupants, and to post any reésonable “for sale” or “for lease” signs in
connection therewith.

(b) In thé event of any emergency; as reasonably determined by the City, at its sole
option and without notice; the Cify may enter the Premises and alter or remove any
Improveménts or Tenant’s personal property on or about the Premises as reasonably necessary,

. given the nature of the emergency. The City will have the right to use any and all means the City
considers appropriatebto gain access to any portion of ;che Premises in an emergency, in which

case, the City will not be responsible for any damage or injury to any property, nor for the
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replaéement of any prdperty, and no emergency entry may be deemed to be a forcible or
unlawful entry onto or a detainer of the Premises, or an eviction, actual or constructive, of
Tenant from the Premises or any portion thereof.

(c) The City will not be liable in any manner for any inconvenience,.disturbance, loss of
business, nuisance or other damage arising out of the City’s entry onto the Premises, except to
the extent damage arises out of the gross negligence or willful misconduct of ﬁhe City or its
agents. The City will be résponsible for any losses resulting from its gross negligence or willful
misconduct and will repair é.ny resulting damage promptly.

(d) Tenant will not be entitled to any abatement in Annual Rent if the City exercises any
nghts reserved in this Section, subject to subsection (c) above.

4(e) The City will use its reasonable good faith efforts to conduct any activities on the
Premises allowed under this Section in a manner that, to the extent practicable, will minimize
any disruption to Tenant’s ﬁse hereunder.

ARTICLE 25: MORTGAGE FINANCING

25.01 No Encumbrances Except for Development Purposes

Notwithstanding any other provision of this Groupd Lease and subject to the prior written |
consent of the City in the form attache.c.l' hereto as Attachment 3, Wthh cénsent shall not be
| unreasonably withheld, conditioned 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 of the Project; refinancing of financing used to acquire or rehabilitate
the Project; design, construction, renovation or reconstruction of the Improvements; and any
other expenditures reasonably necessary and appropriate to acquire, own, develop, construct,

renovate, or reconstruct the Improvements under this Ground Lease and in connection with the
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operation of the Improvements; and costs and expenses incurred or to be incurred by Tenant in
furtherance of the purposes of this Ground Lease. The City, acting solely in its capacity as
landlord under this Ground Lease and not in its capacity as a Project Lender, hereby
acknowledges and accepts JP Morgaﬁ Chase Bank, N.A. as a Lender, and consents to the
Leasehold Mortgage associated with Lender’s construction loanto Tenant for the Project.

25.02 Holder Not Obligated to Construct

The holder of any mortgage, deed of trust of other security interest authorized by Section
25.01 (“Holder” or “Lender”), including the successors or assigns of such Holder, is not |
obligated to complete any construcﬁon of the Improvements or to guarantee such completion;
nor shall ény covenant or any other provision of this Ground Lease be construed so to obligate
such Holder. However, in the event the Holder does undertake to corﬁplete or guarantee the
completion of the construction of the Imﬁrovements, except as provided in Section 26.06(ii),
nothing in this Ground Lease shall be deemed or construed to permit or authorize any such-

Holder or its successors or assigns to devote the Site or any portion thereof to any uses, or to

céns;cruét any Ir;prrdv\?/’errﬁerrli’és the;em;, c;ther than fhose uses 6r I}ni;fc;vements auﬂlc;riize(iln{;ﬁrcire;
Secﬁon 9.02 and any reasonable modifications in plans proposed by any Holder br its successors
in intefest proposed for the viability of the Project approved by City in its reasonable discretion.
Eicept as provided in Section 26.06(ii), to the extent any Holder or its successors in interest wish
to change such uses, Holder or its successors in interest must obtain the advance written consent .
of the City.

25.03 Failure of Hblder to Complete Coﬁstruction

In any case where six (6) months after assumption of obligations pursuant t.oASthion

25.02 above, a Lender, having first exercised its option to complete the construction, has not
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proceeded diligently with completion of the construction, the City shall be afforded the rights
against such Holder it would otherwise have against Tenant under thié Ground Lease for events
or fajlures occurring after such assumption; subj ect to any extensions of time granted pursuant to
Section 10.15 of this Agreement. |
25.04 Default by Tenant and City's Rights}

25.04(a) Right of City to Cure a Default or Breach by Tenant under a
Leasehold Mortgage |

In the event of a default or breach by Tenant under any Leasehold Mortgage, and
Tenant’s failure to timely commence or diligently prosecute cure of such default or breach, the
City may, at its option, cure such breach or default at any time pﬁor to one hundred ten (110)
days after the date on which the Lender files a notice of default. In such event, the City shall b‘e
entitled to reimbursement from Tenant of all costs and expenses reasonably incurred by the CitSf
in curing the default or breach. The City shall also be entitled to a lien upon the Leasehold
Estate or any portion thereof to the extent such costs and disbursements are not reimbursed by
Tenant. Any such lien shall be subject to the lien of any then existing Leasehold Mortgage
authorized by this Ground Lease, including any lien contemplated_because of advances yet to be
made. After ninety (90) days following the dafe of Lender ﬁIing a notice of default and |
expiration of all applicable cure periods of Tenant under the terms of the applicable loan
documents, the City shall also have the right to assign Tenant’s interest in the Ground Lease to
another entity, subject to such Lender’s and Permitted Limited Partner’s written consent, and
which consent may be conditioned, among other things, upon the assumption by such other
entity of all obligations of the Tenant under the Leasehold Mortgage.

25.04(b) Notice of Default to City
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Tenant shall use its best efforts to require Lender to give the City prompt writteﬁ
notice of any such default or breach and each Leasehold Mortgage shall so provide and shall also
contain the City’s right to cure as above set forth. |

25.05 Cost of Mortgage Loans to be Paid by Tenant

Tenant covenants and affirms that it shall bear all of the costs and expenses in connection
with (i) the preparation and securing of any Leasehold Mortgage, (ii) the delivery of any
instruments and documents and their filing and r‘ecordi‘ng,' if required, and (iii) all taxes and
charges payable' in connection with any Leasehold Mortgage.

ARTICLE 26: PROTECTION OF LENDER

. 26.01 Notification to City

Promptly upon the creation of any Leasehold Mortgage and as a condition precedent to
the existencé of any of the rights set forth in this Article 26, each Lender shall give written notice
to the City of the Lender's address and of the existence and nature of its Leasehold Mortgage.
Execution of Attachment 3 éhall constitute City’s acknowledgement of Lender’s having given
such noﬁrcér as réqliifeci toi obit;ih thé rigﬁts az;d iprotéctbns :)f a Léﬁder under this Ground Lease.
The City hereby acknowledges j P Morgan Chase Bank, N.A. is deemed to have given such
@ﬁen Notice as First Mortgage Lender.

26.02 Lender's Rights to Prevent Termination

Each Lender shall have the right, but not fche obligation, at any time prior to terminatiop
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 ény insurance, to pay any taxes and assessments,
to make any repairs and improvements, to do any other act or thing required of Tenant or

necessary and proper to be done in the performance and observance of the agreements, covenants



and conditions hereof to prevent a tenninatioﬁ of this Ground Lease to the same effect as if the
same had been made, done and performed by Tenant instead of by Lender.

26.03 Lender's Rights When Tenant Defaults |

Should any event of default under this Ground Lease occur and be continuing, and not be
cured within the applicable cureperiod, the City shall not terminate this Ground Lease nor
exercise any other remedy hereunder unless it first gives written notice of such even£ of default
to Lender and

1 If such event of aéfaﬁlt is a failure to pay a monetary obligation of Tenant, Lender
shall have failed to cure such default within sixty (60) days from the date of written notice from
the City to Leﬁder; or

(if)  If such event of default is not a failure to pay a monetary obligation of Tenant,
Lender shall have failed, within sixty (60) days of receipt of said written notice, either (a) to
rgmedy such default; or (b) to obtain title to Tenant's interest in the Site in lieu of foreclosure; or
(c) to commence fopeciosure or other appropriate proceedings in the nature thereof (including the
appointment of a receiver) 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 rights of the City 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 City having first given
Lender written notice of such event of default and Lender having failed to remedy such default
or acquire Tenant's Leasehold 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
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Section 26.03, and upon the Permitted Limited Partners having f.ailed'to proceed as permitted
under Sections 19.02(b) or 26.06(iv). |

26.04 Default Which Cann(;t 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 as it pertains to Lender or any Subsequgnt
Owner if (i) within sixty (60) days after receiving notice from the City setting foﬁh the nature of
such event of default, or prior thereto, Lender shall haye acquired Tenant's Leasehold Estate
created hereby or shall have commenced foreclosure c;r other appropriate pfoceedings in the
natﬁre thereof, (i) 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 pel;form any
monetary obligation in accordance with Section 26.03, and (iv) after gaining possession of the
Improvements, Lender shall diligently proceed to perform all other obligations of Tenant as and
when the same are due in accordance with the terms of this Ground Lease.

26.05 Court Action Preventing Lender's Action

If I;én;iwé;‘wi;prcr)hibited Ey réilymp;(r)cess or injﬁnétion 1ssued by a:ny bourt or be reaéon (;f
any action by any court having juﬁséicﬁon of any bankruptcy or insolvency proceeding
involving Tenant from commencing or prosecuting foreclosure or other appropriate proceedings
in the nature thereof, the times specified in Sections 26.03 and 26.04 above fm; commencing or
prosecuting such foreclosure or other proceedings shall be extended for the period of such
prohibition. If this Ground Lease is terminated or rejected by Tenant in bankruptcy, the City
agrees to enter into a new ground lease with the Lender on the same ternis set forth in this
Ground Lease. For purpose of this Article, if there is more than one Lender, the City will offer

the new lease to each Lender in the order of priority until accepted.
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26.06 Lender’s Rights to Record, Forec}ose and Assign

The City hereby agrees with respect to any Leasehold Mortgage, that:

M) the Lender may cause same to be recorded and enforced, and upon foreclosure,
sell and assign the Leasehold Estate created hereby to an assignee from whom it may accept a '

purchase pﬁce; subject, however, to Lender's first securing written approval from City, which

approval shall not be unreasonably withheld, and if the Subsequent Owner has elected to

maintain the use restrictions of Article 9, said Subsequent Owner shall be controlled by a

California nonprofit public benefit corporation exempt from tax under Section 501(c)(3) of the

* Internal Revenue Code such that the Premises receive an exemption from state property taxes as
provided under Section 214 of the California Revenue and Taxation Code (to the extent such

" exemption is then generally available). Lender, furthermore, may acquire ti;cle to the Leasehold
Estate in any lawful way, and if the Lender becomes the assignee, may sell and assign said
Leasehold Estate subject to City approval, which shall not be unreasonably withheld, and to the
City’s rights under Section 25.04.

(i)  each Subsequent Owner 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 it shaﬁ_ be the owner of
such estate, except as providéd elsewhere in this Ground Leaée, assume all of the obligations of
Tenant under this Ground Lease; provided, however, that, subject to the rent provisions of
Section 26.07 below, the Subsequent Owner may operate and maintain the 83 résidential units
without any limitations on the rents charged or the income of the occupants thereof, subject to .

any applicable regulatory agreement, restrictive covenant or other encumbrance.
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(iii)  the City shall mail or deliver to any Lender which has an outstanding Leasehold
Mortgage a duplicate copy of all notices which the City may from time to time give to Tenant
pursuant to this Ground Lease; and

(iv)  any Permitted Limited Partners of Tenant 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 -

Permitted Limited Partners shall be subordinate to the rights of any Lender.
© 26.07 Ground Lease Rent after Lender Foreclosure or Assignment

From and after the time that the Subsequent Owner acquires title to the Leasehold Estate,
Annual Rent shall be set as follows:

(a)  Any accrued Annual Rent at the time of fofeclosure shall be forgiven by the City,
and shall not remain an obligation of the Lender, its assignee, or the Subsequent Owner.
Subsequent té foreclosure or assignment of the Leasehold Estate to the Lender in lieu of
foreclosure, if the Lender continues to operate the Proj ect subject to the use and occupancy
rresﬁ'ictibn?sr df Sécﬁbﬁ 902 , thenAnnual i{;ntiétherv?iée aue may, at the oi)tion of ther I:énder, rbe
deferred until the earlier of the date of the Lender’s salg or assignment of the Project to a
Subsequent Owner that does not agree to operate the Project subject to such restrictions or the
date that is sixty (60) days after Lender ceases to operate the Project in accordance with such
restrictions. All deferred Annual Rent shall accrue, with simple interest at six percent (6%) per |
annum until paid.

(b)  Ifthe Subsequent Owner exercises its rights under Section 26.06(ii) to operate the
Project without being subject to Section 9.02, Annual Rent shall be set at the then fair market

rental value taking into account any affordability restrictions agreed to by the Subsequent Owner,
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if any, and the Base Rent shall be increased to the new fair market rent pursuant to this Section

26.07(b) and the provisions of Section 6.02(g) sﬁall be suspended; provided, however, that the
City shall be entitled to reduce Annual Rent by any dollar amount‘(but not below zero) in its sole
discretion and, in such case, the Subsequent Owner will be required to reduce rent charged to
tenants on a dollar for dollar basis, with respect to such aggregate units occupied by Very Low
Income Households as the City and the Subéeqﬁent Owner shall agree. The fair market rental
value shall be determined by a jointly-commissioned appraisal (instructions pfepared jointly by
the Subsequent Owner and the City, vs.zith each party paying one half of the ‘appraiser’s fee) that
will include a market land valuation, as well as a market land lease rent level. Absent a market
land lease rent determination, the Annual Rent will be set at an amount equal to ten percent -
(10%) of the then appraised market 1and value. If the‘ parties cannot agree on the joint appraisal
instructions, either party may invoke a neutral third-party process to set the Annual Rent at fair
market rent in accordance with the then-prevailing practice for resolving similar rent
determination disputes m Sén Francisco or, in the event that there is no then-prevailing practiée,
in accordanqe with the rules of the American Arbitration Association. Provided, however, that
after the neutral third party process, the Lender, in its sole discretion may resqind its written
notification of intent to not complsf with Section 9.02 .of this Ground Lease..

26.08 Permitted ﬁses After Lender Foreclosure

Notwithstanding the above, in the event of a foreclosure and transfer to a Subsequent
Owner, the Premises shall be operated in accordance with the uses specified in the building
permit with all addenda, as approved by the City’s Department of Building Inspection. |

26.09 Preservation of Leaschold Benefits
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Until such time as a Lender notifies the City in writing that the obligations of the Tenant
under its loan documents have been satisfied, the City agrees:

(a) That subject to Section 19.04(b) the City shall not voluntarily cancel or surrender
this Ground Lease, or accept a voluntary cancellation or surrender of this Ground Lease by
Tenant, or amend this Ground Lease to materially increase the obligations of the Tenant or the
rights of the City thereunder, without the prior written consent of the Lender (which will not be
unreasonably wiﬁhheld or delayed); |

(b)  That the City shall not enforce against a Lender any Waiver or election made by the.
Tenant under this Ground Lease Whicjn has a material adverse effect on the value of the
Leasehold Estate 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, the City will enter a new

lease with such Lender commencing on the date of termination of the Ground Lease and ending

bn the nonﬁ;ilrexpiration‘date of the E}rou;ld I;;aéé; 7(7)11 éﬁﬁistéhtiéliyithe sémrev:v terms an;i
conditions as the Ground Lease and subject to the rent prdvisiohs set forth in Section 26.07, and
with the sa;me 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
terrﬁination;

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

26.10 No Merger
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The Leasehold Estate in the Site pursuant to this Ground Lease shall not merge with the
fee interest in the Site, notwithstanding ownefship of the leasehold and the fee by thé same
person, without the prior written consent of each Lender.

26.11 City Bankruptcy

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

(b)  The City acknowledges that (i) the Tenant seeks to construct improvements on the
Premises using proceeds of the loans provided by the Lendérs, and (ii) it would be unfair to both
the Tenant and the Lenders to sell the Premises free and cléar of the leasehold. Therefore, the
City waives its right to sell the City'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.

(c) If abankruptcy proceeding is filed by or on behalf of the City, the City agrees as
follows: (1) the Tenant shall be presumed to have objected to any attempt by the City to sell the .
fee interest free and clear of the leasehold under this Ground Lease; (ii) if Tenant does not so
object, each Lender shall have the right to so object on its own behalf or on behalf of the Tenant;‘
and (iii) in connection Witﬁ»ény such sale, the Tenant shall not be deemed to have received
adequate protection under section 363(6) of the Bankruptcy Code, unless it shall have received
and paid over to each Lender outstanding balance of the obligations under its respective loan.

(d) Cityrecognizes that the Lenders are authorized on behalf of the Ter(_lant to vote,

" participate in or consent to any bankruptcy, insolvency, receivership or court proceeding
concerning the leasehold interest under this Ground Lease.

26.12 Amendment
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From the date of this Ground Lease through the 15-year tax credit compliance period,
neither Article 19, nor Articles 20, 26.02, 26.03, or 26.06 shall be amended without the written
consent of Permitted Limited Partner.

ARTICLE 27: CONDEMNATION AND TAKINGS

27.01 Parties’ Rights and Obligations to be Governed by Agreement

If, during the term of this 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 pﬁsumt to this Articlé 27, subject to the rights of
any Lender.

27.02 Tﬁtal 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.

27.03 Partial Taking

If any. portion of the Site is taken by condemnation, this Ground Lease shall remain in

| e;ffect, exé:ept trﬁiha:tﬁTenant may; w1th Leﬁdef’s ertte;il c;;)nseint,A\r;vhivc’}; consénf shall not béﬁ -
unreasonably withheld, conditioned or deléyed, elect to terminate this Ground Lease if, in
Tenant’s reasonable judgment, the remaining portion of the Improvements is rendered unsuitable
for Tenant's continued use of the Site. If Tenant elects to terminate this Ground Lease, Tenant
must exercise its‘n'ght to terminate pursuant to this paragraph by giving notice to the City within
thirty (30) days after the City notifies Tenant of the nature and the extent of the taking. If Tenant
elects to terminate this Ground Lease as provided in this Section 27.03, Tenant also shall notify
the City of the date of termination, which date shall» not be earlier than thirty (30) days nor later

than six (6) months after Tenant has notified the City of its election to terminate; éxcept that this
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Ground Lease shall tf:rminate on the date ’;he condemnor has the right to possession of the Site if
such date falls on a date before the date of termiﬁation as designated by Tenant. If Tenant does
not terminate this Ground Lease within such thirty (30) day notice period, this Ground Lease
shall continue in full force and effect.

27.04 Effect on Rent

If any portion éf the Improvements is taken by condemnation and this Ground Lease
remélins in full force and effect, then on the date of taking the rent shall be reduced by an amount
_ thatis in the same ratio to the rent as the 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.

27.05 Restoration of Improvements

If there is a partial taking of the Improvements and this Ground Lease remains in full
force and effect pursuant to Section 27.03, Tenant may, subject to the terms of the Leasehold
Mortgage, use the proceeds of the taking .to accorﬁplish all necessary restoration to the
improvements’.

27.06 Award and Distribution

Any comp@sation 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 fhe following
order:

(a) First, 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; and

“(b) Second, to the Tenant in an amount equal to the fair market value of Tenant's

interest in the Improvements and its leasehold interest in the Site (including, but not limited to, . °
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the value of Tenant's interest in all subleases to occupants of the Site), such value to be
determined as it existed immediately preceding the earliest vtaking or threat of taking of the Site;
and;

(¢)  Third, to the Landlord.

27.07 Paymeﬁt to Lenders

In the event the Improvements are subject to the lien of a Leasehold Mortgage on the date
when any compénsation resulﬁng from a condemnation or threatgned condemnation is to be paid
to Tenant, such award shall be disposed of as prox.fided in the Leasehold Mortgages.

ARTICLE 28: ESTOPPEL CERTIFICATE

The City or Tenant, as the case may bé, shall execute, acknowledge and deli_ver to the
other and/or any Lender or a Permitted Limited Partner, promptly upon request, its certificate
certifying (a) that this Ground Lease is unmodified and in full force and effect (or, if there have
been modifications, that this Ground Lease is in full force and effect, as modified, and statiﬁg the
modifications), (b) the dates, if any, to which rent has been paid, (c) whether there are then
existiﬁg any ch&éés; offgéfs 01: &efensés agéi;ist tﬂe erEofcerﬁent by ’;heﬁcity or Tenaht ;co be
performed or observed and, if so, specifying the same, and (d) whether there are then existing
any defaults by Tenant or the City in the performénce or observance by Tenant ér the City of any
agreement, covenant or condition hereof on the part of Tenant or the City to be performed or
observed and whether any notice has been given to Tenant or the City of any default which has '

not been cured and, if so, specifying the same.

ARTICLE 29: QUITCLAIM

Upon expiration or sooner termination of this Ground Lease, Tenant shall surrender the

Site to the City and, at the City’s request, shall execute, acknowledge, and deliver to the City a
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good and sufficient quitclaim deed with respect to any interest of Tenant in the Site. Title to the

Improvements shall be conveyed to the City as provided in Article 13 herein.

ARTICLE 30: EQUAL OPPORTUNITY

In the selection of all contractors and prbfessional consultants for the Project, Tenant
must comply with the City’s procurement requirements and procedures as described in the
Contréctipg Implementation Manual (CIM) issued by MOHCD and dated July 2013, as the same
may be amendéd from time to time, and with the requirements of the Small Business Enterprise
Program (“SBE Program™) as set forth in that certain Small Business Enterprise Program mantal
dated July 1, 2015, as the same niay be amended from time to time, apcording to the procedures
established by the City's Contract Monitoring Division. The Project must comply with the
training, hiring and contractiﬁg requirements of Section 3 of the Housing and Community
Development Act of 1968 and of the San Francisco Section 3 program as administered by
MOHCD. Federal Section 3 requirements state that contracts and opportunities for job training and
employment be given, to the greatest extent feasible, to local low-income residents. Local residents
for this vproj ect are San Francisco residents. In addition, this project will be required to comply with
hiring requi;ements as incorporated into the local Section 3 program and in éonjunction with the
City’s low—ﬁcome hiring requirements pursuant to San Francisco’s First Source Hiring Ordinance
(San Francisco Administrative Co'de Chapter 83).

ARTICLE 31: CITY PREFERENCE PROGRAMS

To the extent permitted by applicable federal and state law, Tenant agrees to comply with
the requirements of the City’s current housing preference programs, as amended from time to
time; provided, however, that such requirements shall only apply to the extent permitted by the

requirements of non-City funding approved by the City for the Project.
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ARTICLE 32: LABOR STANDARDS PROVISIONS

Although the Parties acknowledge that the development of the Project is a private Wo;k
of improvement, Tenant agrees that any person performing labor in the construction 'of the
Project and any Change to the Premises, which Tenant provideé under this Ground Lease, shall
be paid not less than thg mghest prevailing rate of wages as required by Siection 6.22(E) of the
San Francisco Administrative Code, 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 .pefformed in
San Franéisco, California. Tenant shall include in any contract for construction or demolition of
the Project a requirement that all persons performing labor under such contract shall be paid not
less than ’;he highest prevailing rate of wages for the labor so performed. Tenant shall require
any contractor to provide, and shall deliver to City upon request, certified payroll reports with
respect to all persons performing labor in the construction of the Project or any Change to the

Premises.

ARTICLE 33: CONFLICT OF INTEREST

No coﬁl;issrioﬁner,r sgﬁciali,ﬁ;)r éﬁnﬁloj;é;of tﬁe 7Cl¥y sﬁéﬂ 7hvavei ariyrperrsdnz;l or ﬁn;nciél .
interest, direct or indirect, in this Ground Lease, nor shall any such commissioner, official, or
employee participate in any decision relating to this Ground Lease which affects his or her
personal mtereéts or the interests of any corporation; partnership, or association in which he or

she is directly or indirectly interested.

ARTICLE 34: NO PERSONAL LIABILITY

No commissioner, official, or employee of the City shall be personally liable to Tenant or
any successor inrinterest in the event of any default or breach by the City or for any amount

which may become due to Tenant or its successors or on any obligations under the terms of this
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Ground Lease.

ARTICLE 35: ENERGY CONSERVATION

Tenant 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 construction of the Improvements.

ARTICLE 36: WAIVER

The waiver by the City or Tenant of any term, covenant, agreement ot condition herein
contained shall not be deemed to be a waiver of any subsequent breach of the same or any other
»term., covenant, agreement or condition herein contained, nor shall \any custom or practice which
maﬁf grow up between the parties in the administration of the terms hereof be construed to waive

or to lessen the right of the City or Tenant to insist upon the performance by the other in strict
accordance with the said terms. The subsequent acceptance of rent or any other sum of money
hereﬁnder by the City shall not be deemed to be a waiver of any preceding breach by Tenant of
any term, covenant, agreement or conditi.on of this Ground Lease, other than the failure of
Tenant to pay the particular rent or other sum so accepted, regardlesg of the City's knowledge of
such preceding breach at the time of acceptance of such rent or other sum.

ARTICLE 37: TENANT RECORDS

Upon reasonable notice during normal business hours, and as often as the City may deem
necessary, there shall be made available to the City and its authorized representatives for
examiﬁation all records, reports, data and information made or kept by Tenant regarding its
activities of operations on the Site. Nothing contained herein shall entitle the City to inspect
personal histories of residents ;)r lists of donors or supporters. To the extent that it is permitted

by law to do so, the City will respect the confidentiality requirements of Tenant in regard to the
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lists furnished by Tenant pursuant to Article 7 hereof, of the names of occupants of the Premises.

ARTICLE 38: NOTICES AND CONSENTS

All notices, demands, consents or approvals which may be or are reéuired 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 the Tenant and the City 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 pfepaid, or by express delivery service with a delivery
receipt and addressed

if to Tenant at: 1036 Mission Associates, L.P.,
201 Eddy Street '
San Francisco, CA 94102
Attn: Director

With a copy to the =~ Wincopin Circle LLLP
Permitted Limited  c/o Enterprise Community Asset Management, Inc.
Partner at: 70 Corporate Center

11000 Broken Land Parkway, Suite 700

Columbia, Maryland 21044 .

Attn: General Counsel

- Tel: (410) 964-0552

Fax: (410) 772-2630

if to the City at: ~ San Francisco Mayor’s Office of Housing and Community
- Development
One South Van Ness Avenue, 5% Floor

San Francisco, California 94103
Attn.: Director

or to such other address with respect to either party as that party may from time to time
designate by notice to the other given pursuant to the provisions of this Article 38. Any notice
given pursuant to this Article 38 shall be effective on the date of delivery or the date deiivery is
refused as shown on the delivery receipt.

ARTICLE 39: HEADINGS

Any titles of the several parts and sections of this Ground Lease are inserted for
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convenience of reference only and shall be disregarded in construing or interpreting any of its

provisions. "Paragraph" and "section" may be used interchangeably.

ARTICLE 40: SUCCESSORS AND ASSIGNS
This Ground Lease shall be binding upon and inure to the benefit of the successors and
assigns of the City and Tenant and where the term "Tenant" or "City" is used in this Ground

Lease, it shall mean and include their respective successors and assigns; provided, however, that

the City shall haife no obligation under this Ground Lease to, nor shall any benefit of this Ground
Lease accrue to, any unapproved successor or assign of Tenant where City approval of a
successor or assign is required by this Ground Lease. At such time as City sells the Site to any
third party, City shall require such third party to assume all of the City’s obligations hereunder
arising on and after the transfer in Writing for the benefit Tenant and its successors'and agsigns.

ARTICLE 41: TIME

Time is of the essence in the enforcement of the terms and conditions of this Ground
Lease.

ARTICLE 42: 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 43: APPLICABLE LAW; NO THIRD PARTY BENEFICIARY

This Ground Lease shall be governed by and construed pursuant to the laws of the State
~of California. This Ground Lease is entered into solely among, between and for the benefit of| |

and may be enforced only by, the parties hereto and does not create rights in any other third

party.
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ARTICLE 44: ATTORNEYS’ FEES

If éither of the parties hereto commences a lawsuit to enforce any of the terms of this
Ground Lease, the prevailing 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 45: EXECUTION IN COUNTERPARTS

This Ground Lease and any memoranduri 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 46: RECORDATION OF MEMORANDUM OF GROUND LEASE

" This Ground Lease shall not be recorded, but a memorandum of this Ground Lease shall
be recorded in the form attached hereto as Attachment 5. The parties shall execute the
. memorandum in form and substance as required by a title insurance company insuring Tenant's
leasehold estate or the interest.of any Leasehold Mortgagee, and sufficient to givé constructive
notice of the Ground Lease to subsequent purchasers and mortgagees.

ARTICLE 47: TRANSFER OF PARTNERSHIP INTERESTS IN TENANT

Tenant may not cause or pemlit any Voluﬁtary transfer, assignment or encumbrance of its
interest in the Site or Project or of any ownership interests in Tenant, or lease or permit a
sublease on all or any part of the Project, other than: (a) leases, subleasgs or occupancy
agreements to Occupants and commercial tenants (subject to City’s approval rights set forth in
Section 14.01); or (b) security intereéts for the benefit of lenders securing loans for the PI‘O_]: ect as
approved by the City on terms and in amounts as approved by City in its reasonable discretion,
(c) transfers from Tenant to a limited partnership or limited liability company formed for the tax

credit syndication of the Project, where Tenant or an affiliated nonprofit public benefit
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corporation is the sole general partner or manager of that entity; (d) transfers of the general
partnership or manager's interest in Tenant o a nonprofit public benefit corporation approved in
advance by the City; (e) transfers of any lim;'ted partnership or membership interest in Tenant to
an investor pursuant to 'the tax credit syndication of the Project and transfers of any limited
partner interest in Tenant to affiliates of Tenant’s investor limited partner; or (f) the grant or
exercise of an option agreement between Borrower and Borrower's general partner or manager or -
any of its affiliates in connection with the tax credit syndication of the Project where such -
agreement héé been previously approved in writing by the City. Any other transfer, dssignment,
encumbrance or lease without the City's prior written conseﬁt will be voidable and, at the City's
election, constitute’a;n Event of Default under this Agreement. The City's consent to any specific
assignment, encumbrance, lease or other transfer will not constitute its consent to any subsequgnt
transfer or a waiver of any 6f the City's rights under this Ground Lease.

ARTICLE 48: CITY PROVISIONS

48.1 Noh—Discrimination

(a) Covenant Not to Discriminate. In the performance of this Ground Lease,

Tenant covenants and agrees not to disqriminate on the basis of the fact or 'perception ofa
pefson’s race, color, creed, religion, nati.o:nal oﬁgiﬁ, .a.;ncestry, age, sex, sexual orientation, gender
identity, domestic partner stafus, marital status, disability, weight, height or Acéuired Immune
Deficiency Syndrome or HIV statiis (AIDS/HIV status) against any employee of, any City
employee working with, or applicant for employment with Tenant, in any of Tenant’s operations
within the United States, or against any person seeking accomﬁodations, advantages, facilities,
privileges, servioeé, or membership in all busi_néss, social, or other establishments or

organizations operated by Tenant.
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(b)  Subleases and Other Subcontracts. Tenant shall include in all Subleases

and other subcontracts relating to the Premises a non-discrimination clause applicabl;e to such
subtenant or other subcontractor in substantially the form of Subsection (a) above. In addition,
Tenant 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 aﬁd other subcontractofs to comply with such provisions. Tenant’s failure
to comply with the obligations in this subsection shall constitute a material breach of this Ground
Lease. -

(c)  Non-Discrimination in Benefits. Tenant does not as of the date of this

Ground Lease and will not during the Term, in any of its operations in San Francisco or with
respect to its operatidns under this Ground Lease elsewhe;re within the United .States;
discriminate in the provision (;f bereavement ieave, family medical 1eavé, health benefits,
membership or membership &iscounts, moving expenses, pension and retirement benefits or

. travel benefits (collectively “Core Benefits”), as well as any benefits other than Core Benefits,

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) . Condition to Lease. As a condition to this Ground Lease, Tenant shall

execute the “Chapter 12B Declaration: Nondiscrimination in Contracts and Benefits” (Form
CMD-12B-101) with supporting documentatibn and secure the approval of the form by the San

Francisco Contract Monitoring Commission.
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(¢)  Incorporation of Administrative Code Provisions by Reference. The

provisions of Chapters 12B and 12C of the San Fraﬁcisco Administrative Code relating to non-
discrimination by Parties contracting for the iease of City property are incorporated in this
Section by reference and made a part of this Ground'Lease as though fully set fofth herein.
Tenant shall comply fully with and be bound by all of the provisions that apply to this Ground
Lease under such Chapters of the Administrative Code, including but not limited to the remedies
provided in such Chapters. Without limiting the foregoing, Tenant underétands that pursuant to
Section 12B.2(h) of the San Francisco Administrative Code, a penalty of $50 for each person for
each calendar day during which such person Was discriminatéd against in violation of the
provisions of this Lease may be assessed against Tenant and/or deducted from any payments due
Tenant. |

48.2 MacBride Principles — Northern Ireland. The City and County of San
Francisco urges comﬁénies doing business in Northern Ireland to move toward resolving
employment inequities and encourages then 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.AMacBride
Principles. Teﬁéﬁt acknowled‘gves‘ th;t' it has read and understands the above statement of the City.
and County of San Francisco concerning doing business in Northern Ireland.

48.3 Conflicts of Interest. Tenant states that it is familiar with the provisions of
Section 15.103 of the San Francisco Charter, Article III, Chapter 2 of the City's Campaign and
Governmental Conduct Code, and Section 87100 et seq. and Séction 1090 et seq. of the
Government Code of the State of California, certifies that it knows of no facts which would

- constitute a violation of such provisions and agrees that if Tenant becomes aware of any such
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fact during the term of this Leése Tenant shall immediately notify the City. Tenant further
certifies that it has made a complete disclosure to ;che City of all facts bearing on any possible
interests, direct or indirect, which Tenant believes any officer or employee of the City presently
has or will have in this Lease or in the performance fhereof or in any portion of the profits
thereof. Willful failure by Tenant to make such disclosure; if any, shall constitute grounds for
City's termination and cancellation of this Ground Lease.

484 Chaxfter Pro}visionvs.; ThlS Groupd Lease is goverll'led by and subject to the
provisions of the Charter of the City aﬁd County of San Francisco. Accordingly, Tenant
acknowledges and agrees fhat no officer or employee of the City has authority to conélmit the
City to this Ground Lease unless and until a resolution of the City’s Board of Supervisprs has
been duly enact'ed approving this Ground Lease. Therefore, any obligations or liabilities of the
City under this Ground Lease are contingent upon enactment of a resolution, and this Ground
Lease will be null and void unless the City’s Mayor and the Board of Supervisors approve this
Ground Lease, in their respective sole and absolute discretion, and in accordance with all
applicabié Lawé. Appr;)vai of tIusGround L;:ase by any City dc;prartrinent,r C(;mnﬁséién 6r agénéy
may not be deemed to imply that a resolution wﬂl be enacted or create any binding obligations
on the City.

48.5 Tropical Hardwood/Virgin Redwood Ban. Pursuant to Section 804(b) of the
San Francisco Environment Code, 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 permitted by the
application of Sections 802(b) and 803(b) of the San Francisco Environment Code, Tenant shall

not use any items in the rehabilitation, development or operation of the Premises or otherwise in
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" the performance of this Lease which are tropical hardwoods, tropical hardwood wood products,
virgin redwood or virgin redwood wood products. |

48.6 ToBacco Product Advertising B;ln. Tenant acknowledges and agrees that no
advertising of cigarettes or tobacco prodﬁcts may be allowed on the Prgmiées. The foregoing
prohibition will include the placement of the name of a company pfoducing, selling or
distributing cigarettes or tobacco products or the name of any cigarette or tobacco product in any
promotion of any event or product, or on any sién. The foregoing prohibition will not apply to
any advertisement sponsored by a state, local or nonprofit entity designed to communicate the
health hazards of cigarettes and tobacco products or to encourage people not to smoke or to stop
smoking.

48.7 Pesticide Ordinance. 'fenant shall comply with the proviéions of Section 308 of
Chabter 3 of the San Francisco Environment Code ‘(the “Pesticide Ordinance”) which (i) prohibit
the use of certain pesticides on City property, (ii) require the posting of certain notices and the
maintenance of certain records regarding pesticide usage, and (iii) require Tenant to submit to
the City’s Department of the Environment an integrated pest management (“IPM”) plan that (A)
lists, to the extent reasonably possible, the types and estimated quantities of pesticideé that
Tenant may need to apply to tﬁe Premises during the Term of this Ground Lease, (b) describes
the steps Tenant will take to meet the City’s IPM Policy described in Section 39.1 6f the
Pesticide Ordinance, and (c) identifies, by name, title, addréss and telephone number, an
individual to act as the Tenant’s primary IPM contact person with City. In addition, Tenant shall
comply with the requirements of Sections 303(a) and 303(b) of the Pesticide Ordinance. Nothing

herein shall prevent Tenant, acting through the City, from seeking a determination from the
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City’s Commission on the Environment that Tenant is exempt from complying with certain
portions of the Pesticide Ordinance as provided in Section 307 thereof. |

48.8 * Compliance with City's Sunshine Ordinance. Tenant understands and agrees
that under the City's Sunshine Ordinance (S.F. Admin. Code, Chapter 67) and the State Public
Records Law (Cal. Gov. Code §§ 6250 et seq.), tﬁs Ground Lease and any and all records,
information and materials submitted to the City hereunder are public records subject to public
disclosure. Tenant hereby authorizes the City to disclose any records, information and materials
submitted to the City in connection with this Ground Lease as required by Law. Further, Tenant
specifically agrees to conduct any meeting of its governing board that addresses any matter
relating to the Project or to Tenant’s performance under this Ground Lease as a passive meeting.

48.9 Notification of Limitations on Contributions. Through its execution of this
Ground Lease, Tenant 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 any land or building to or from the City whenever such transaction
W wouid réqﬁife apﬁfévai by a éity elééﬁve 6fﬁcer or the Board oh WiﬁCh that City elective officer
serves, from making any campaign contribution to the officer at any time from the
commencement o‘f negotiations for such contract until the termination of negotiations for such
contract or three (3) months has elapsed from the date the contract is approved by the City
elective officer, or the board on which that City elective officer serves.

48.10 Requiring Health Benefits for Covered Employees.' Unless exempt, Tenant
agrees to comply fully with and be bound by ali of tile provisions of the Health Care
Accountability Ordinance (the "HCAO™), as set forth in San Francisco Administrative Code

Chapter 12Q, including the remedies provided, and implementing regulations, as the same may
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be amended from time to time. The provisions of Chapter 12Q are incorporated in this Ground
Lease by reference and made a part of this Ground Lease as though fully set forth. The text of
the HCAO is available on the web at Www.éfgov.org/oca/lwlh.htm. Capitalized terms used in

. this Section and not defined in this Lease have the meanings assigned to them in Chapter 12Q.

. Notwithstanding this requirement, City recognizes that the residential housing component of the

Improvements is not .subj ect to the HCAO.

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

(b)  If Tenant is a small business as defined in Section 12Q.3(d) of the HCAO,
Tenant will have no obligation to comply with Subsection (a) above. -

(c)  Tenant's fajlure to comply with the HCAO will constitute a material
breach of this Lease. If Tenant fails to cure its breach within thirty (30) days after receiving the
City's written notice of a breach of this Lease for violating the HCAO or, if the br_each cannot
reasonably be cured within the 30-day period, Tenant fails to commence effort.s(to cure within
the 30—dé1y period, or thereafter fails diligeﬁtly to pursue the cure to completion, the City will
have the right to pursue the remedies set forth in Section 12Q.5(f)(1-5). Each of these remedies
will be exercisable individually or in combination w1th any other rights or remedies available to
the City.

(d) Any sublease entered inté by Tenant for commercial space 111 the Project
must require the subtenant to comply with the requirements of the HCAO and must contain

contractual obligations substantially the same as those set forth in this Section. Tenant must
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notify the City's Purchasing Department when Tenant enters into a sublease and must certify to
the Purchasing Department that Tenant has notified the subtenant of the obiigations under the
HCAO and has imposed the requirements of tﬂe HCAO on subtenant through the sublease.
Tenant will be responsible for its subtenants' compliance with this Chapter. If a subtenant fails
to comply, the City may pursue the remedies set forth in this Section against Tenant based oﬁ the
subtenant’s failure to comply, provided that City has first provided Tenant with notice and an
opportunity to obtain a cﬁre of the violation. .

(e) Tenant may not discharge, feduce in compensation, or otherwise
discriminate against any employee for notifying the City .with regard to Tenant's coinpliance or
anticipated compliance with the requirements of the HCAO, for opposing any pracftice
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.

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

(g) Tenaﬁt ﬁxﬁst keép itselt: informed of rthe cuﬁent reqﬁiremeﬁts ot: the
HCAO.

(h)  Tenant must provide reports to the City in accordance with any reporting
standards promulgated by the City under the HCAO, including reporté on subtenants, as
applicable. |

) Tenant must provide City with access to records pertaining to compliance
with HCAO' after rec.:eiving a written request from the City to do so and being provided at least

five (5) business days to respond.
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) The City may conduct random audits of Tenant to ascertain its compliance
with HCAO. Tenant agrees to cooperate with the City when it gonducts audits.

(k)  If Tenant is exempt from the HCAO when this Leaée is executed because
its amount is less than $25,000 ($50,000 for nonprofits), but Tenant later enters into an
agreement or agreements that cause Tenant's aggregate amount of all agreements with the City to
reach $75,000, all the agreements will be thereafter subject to the HCAO. This obligation arises
on the effective date of the agreement that causes the cumulative amount of agreements between
Tenant and MOHCD to be equal to or greater than $75,000 in the fiscal year. |

48.11 Public Access to Meetings and Records. If Tenant receives a cumulative total

per year. of at least $250,000 in City funds or City-administered funds and is a non-profit

| organization as defined in Chapter 12L of the San Francisco Administrative Code, Tenant shall
comply with and be bound by all the applicable provisions of that Chapter. By executing this
Grour;d Lease, Tenant agrees to open its meetings and records to the public in the manner set
forth in Sections 12L.4 and 12L.5 of the Administrative Code. Tenant further agrees to make
good-faith efforts to promote community mémbership on its Board of Directors in the manner set
forth in Section 12L.6 of the Administrative Code. Tenant acknowledges that its material faﬂﬁre
to comply with any of the provisions of this paragraph shéll constitute a material breach of this
Ground Leése. Tenant further acknowledges that such material breach of the Lease shall.be
groundsl for City to terminate and/or not renew this Ground Lease, partially or in its entirety.

48.12 Resoﬁrce—Efﬁcient' Building Ordinance. Tenant acknowledges that the City and
County of San Francisco has enacted San Francisco Environmeht Code Chapter 7 relating to

resource-efficient City buildings and resource-efficient pilot projects. Tenant hereby agrees it
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shall comply with the applicable provisions (I)f such code sections as such sections may apply to
the Premises.

48.13 Drug Free Work Place. Tenant acknowledges that pursuant to the Federal Drug-
Free Workplace Act of 1989, the unlawful mgnufactur,e, distribution, possession or use of a
controlled substance is prohibited on City premises; Tenant agrees that any violation of this
prohibition by Tenant, its agents or assigns shall be deemed a ma;cerial breach of thlS Ground
Lease.

48.14 Preservative Treated Wood Containing Arsenic.

Tenant may not purchase preservative-treated wood products containing arsenic in the
performance of this Ground Lease unless an exemption from the requirements of Chapter 13 of
the San Francisco Environment Code is obtained frorﬁ the Department of the Environment under
Section 1304 of the 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, ammoniacal

| cbpl;er zinc afsenaté ;re;e;vative;jo;arrirrlﬁidi;if;éailﬁcopﬁer arsenate pfeserrvatirve.r Ter;é.ﬁt ﬁay
purchase preservative-treated wood products on the list of environmentally preferable
alternatives prepared and adopted by the Department of the Environr'nentv. This provision does
not preclude Tenant 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 saltWéter.
48.15 Nondisclosure of Private Information.
Tenant agrees to comply fully with and be bound by all of the provisions of Chapter 12M

of the San Francisco Administrative Code (the "Nondisclosure of Private Information
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Ordinance"), mcludihg the remedies provided. The provisions of the Nondisclosure of Private
Information Ordinance are incorporated herein by reference and made a part of this Ground
Lease as though fully set forth. Capitalized terms used in this section and not defined in this
Ground Lease shall have the meanings assigned to suéh terms in the Nondisclosure of Private
Information Ordinance. ‘Consistent with the requirements of the Nondisclosure of Private
Information Ordinance, Contractor agrees. to all of the following;

(@)  Neither Tenant nor any of its subcontractors shall disclose Private
Information, unless one of the following is true:

@) The disclosure is authorized by this Ground Lease;

(i)  Tenant received advance written approval from the Contracting
Department .to Adisclose the information; or

(iii)  The disclosure is required by law or judicial order.

(b)  Any disclosure or use of Private Information authorized by tbis Ground
Lease shall be in accordance with aﬁy conditions or restrictions stated in this Ground Lease.’
Any disclosure or use of Private Information authorized by a Contracting Department shall be in
acco;da.nce wi’;h any conditions or restrictions stated in the approval.

(c)  Private Information shall mean ény iﬁformaﬁon thaﬁ (1) could be used to
identify an individual, including without limitation, name, address, social security number,
medical infofmation, financial information, date and location of birth, and names of relatives; or
(2) the law forbids any person from disclosing.

(d)  Any failure of Tenant to comply with the Nondisclosure of Private

Information Ordinance shall be a material breach of this Ground Lease. In such an event, in
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addition to any other remedies available to it under equity or law, City may terminate this
Ground Lease, debar Tenant, or bring a false claim action against Tenant.

48.16 Graffiti.

Graffiti is detrimental to the health, safety and welfare of the community in that it
promotes a pérception in the community that the laws protecting public and private property can

A'be disregarded with impunity. This perception fosters a sense of disrespect of the la\lzv that results
in an increase in crime; degrades the community and leads to urbjan blight; is detrimental to
property' values, business oi)portunities and the enjoyment of life; is inconsistent with City's
property maintenance goals and aesthetic standards; and results in additional graffiti and in other
properties becoming the target of graffiti unless it is quickly removed from public and private
property. Graffiti results in visual pollution and is a public nuisance. Graffiti must be abated as
quickly as possible to avoid detrimental impacts on the City and County and its residentsb, and to
prevent the further spread of graffiti.

Tenant shall remove all graffiti from the Premises and any real property owned or leased
by Tenant in fhe C1ty and Couintyr oifWS?e;n Franciscb Witilin: forty eight (48) houré 6f the eariief of ”
Tenant's (a) discovery or notification of the graffiti or (b) recéipt of notification of the graffiti
from the Department of Public Works. This section is not intended to require Tenant to breach
any lease or other agreement that it may have concerning its use of the real property. The term
"graffiti" means any inscription, word, figure, marking or design that is affixed, marked, etched?
scratched, drawn or painted on any building, structure, fixture or other improvement, whether
permanent or temporary, including by Wéy of example only and without limitation, signs,
banners, billboards and fencing surrounding construction Premises, whether public or private,

without the consent of the owner of the property or the owner's authorized agent; and which is
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visible from the public ﬁght-of—way. "Graffiti" shall not include: (1) any sign or banner tha;t is
authqrized by, and in compliance with, the applicable requirements of the San Francisco Public
Works Code, the San Francisco Planning Code or the San Francisco Building Code; or (2) any
mural or other pajnting or marking on the property that is protécted as a work of fine art under
the California Art Preservation Act (California Civil Code Sections 987 et séq.) or as a work of
visual art under the Federal Visual Artists Rights Act of 1990 (17 U.S.C. §§ 101 et seq.). Any
failure of Tenant to'comply with this section of this Ground Lease shall constitute an event of
default of this Ground Lease.

48.17 Incorporation.

Each and every provision of the San Francisco Administrative Code described or
referenced in this Ground Lesse is hereby incorporated by reference as though fully set forth
herein. Failure of Tenant to comply with any provision of this Ground Lease }relatin.g to any such
code provision shall be governed by Article 19 of this Ground Lease, unless (i) such failure is
otherwise speciﬁcally addressed in this Ground Lease or (ii) such failure .is specifically
addressed by the applicable code section.

48.18 Food Service Waste Reduction.

Tenéﬁt 'agrees to comply fully with and be bound by all of the i)rovisions of the Food
Servicg Waste Reduction Ordinance, as set forth in the San Francisco Environment Code,
Chapter 16, including the remedies p;ovided therein, and implementing guidelines and rules.
The provisions of Chapter 16 are incorporated herein by reference and made a part of this
Ground Lease as thougﬁ fully set forth herein. This provision is a material term of this Ground
Lease. By enteriﬁg mto this Ground Leése, Tenant agrees that if it breaches tlns provision, City

will suffer actual damages that will be impractical or extremely difficult to determine. Without
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limiting City's other rights and remedies, Tenant agrees that the sum of One Hundred Dollars
(8100.00) liquidated damages for the first breach, Two Huﬁdred Dollars ($200.00) liquidated
damages for the second breach in the same year, and Fivé Hundred Dollars ($500.00) liquidated
damages for subsequent breaches in the same year is a reasonable estimate of the damage that
City will incur based on the violatioﬁ, established in light of the circumstances existing at the
time this Ground Lease‘ was made. Such amounts shall not be considered a penalty, but rather
agreed monetary damages sustained by City because of Tenant's failure to comply with this
provision.

48.19 Local Hire Requirements.

Unless exempt, Tenant agrees to comply with the Local Hiring Policy set forth in San
Francisco Administrative Code Section 6.22(G) (the “Local Hiring Policy”) in the performance
of any repair or other construction work on the Site. Accordingly, before starting any work

" where the estimated cost may exceed $750,000, Tenant shall contact City’s Office of Economic

Workforce and Development (“OEWD?”) to verify if the Local Hiring Policy requirements apply

| rtgf};eilr)rbiagsed Work,Aaxrl;lrirf OEW]S determjnes that it does, Tenan;t shall cémpiy W1th aﬁ rsu’chi -

requirements. Failure to comply shall be deemed a breach of this Ground Lease, and Tenant may
also be liable for penaltieé as set forth in Section 6.22(@). Without limiting the foregoing:

(a)  For Covered Projects that exceed $750,000, Tenant shall comply with the
applicable mandatory participation levels for Project Work Hours performed by Local Residents,
Disadvantaged Workers, and Apprentices as set forth in Section 6.22(G)(4).

| (b)  For Covered Projects that exceed $1,000,000, Tenant shall prepére and

submit to OEWD for approval a local hmng plan as set forth in Section 6.22(G)(6).
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(c)  Tenant 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.

Any capitalized term used in this Section that is not defined will have the meaning given
to such term in the Local Hiring Policy.

48.20 Criminal History in Hiring and Employment Decisions

‘ (a)  Unless exempt, Tenant agreeé 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 12T”), which are hereby incorporated as may be amended
from time to time, with respect to applicants and Qmployeés of Teqant who would be or are
performing work at the Site.

(b)  Tenant shall incorporate by reference the provisions of Chapter 12T in all
subleases of some or a114 of the Site, if any, and shall require all subtenant.s to comply with such
provisions. Tenant’s failure to comply with the obligations in this subsection shall constitute a
material breach of this Ground Lease.

(©) Tenant and subtenants (if any) shall not inquire about, require disclosufe of, orif .
such information is received base an Adverse Action (as defined in Chapter 12T). on an
applicant’s or potential applicant for employment, or employee’s: (1) Arrest (as defined in
Chapter 12T) not leading to a Conviction (as defined in Chapter 12T), 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, expﬁnged, voided, invalidated, or otherwise rendered

inoperative; (4) a Conviction or any other adjudication in the juvenile justice system; (5) a
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Conviction that is more than seven years old, from the dat§ of sentencing; or (6) information
pertaining to an offense other than a felony or misdemééﬁor, such as an infraction.

(d) Tenant and subtenants (if any) shall 1{10?: inquire about or fequire applicants,
potential applicants for employmc_egt, or emp}oyées to disclose on any employment application
the facts or details of any convié:ﬁén histor};, unresolved arrest, or any matter identified in
subsection (c) above. Tenan£ -and subtenants (if any) shall not require such disclosure or make
such inquiry until either after the first live interview Wifh the person, or after a conditional offer
of employment.

(e) Tenant and subtenants (if any) shall state in all solicitgtions or advertisements for
employees that are regsonably likely to reach persons who are reasonably likely to seek
employment with Tenant or subtenant at the Site, that the Tenant or subtenant will consider for
employment qualified applicants with criminal histories in a manner consistent with the
requirements of Che;pter 12T. |

® Tenant and subtenants (if any) shall post the notice prepared by the Office of
iabor Standardéﬁ Enférce;n:en’; (“(jiLréE”),r avéﬂaﬂié on OLSE%? Vwebrsi{e, ina conspiéuoﬁs place at
the Site and at other workplaces within San Francisco Wh;ere interviews for job opportunities at
the Site occur. The notice shall be posted in English, Spanish, Chinese, and any language spoken
by at least 5% of the employees at the Site or other workplace at which it is posted.

® Tenant and subtenants (if any) underétand and agree that upon any failure to
comply Wiﬂl the requirements of Chapter 12T, the City shall have the right to pursue any ol ghts‘
or remedies available under Chapter 12T or this Ground Lease, including but not limited to a

penalty of $50 for a second violation and $100 for a subsequent violation for each employee,
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applicant or other person as to whom a violation occurred or coﬁtinued, termination or
sﬁspension in whole or in part of this Ground Lease.
‘(h)  If Tenant 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.
48.21 ?revailing Wages and Working Conditions
Any undefined, initially-capitalized term used in this Section shall have the meaning
given to such term in San Francisco Administrative Code Section 23.61. Tenant shall réquire its
contractors and subcontractors performing (i) labor in connection with a “public work” as
defined under California Labér Code Section 1720 ef seq. (which includes certéin construction,
alteration; maintenance, demoiition, installation, repair, carpet laying, or refuse hauling work if
paid for in whole or part out of public funds) or (ii) Covered Construction, at the Prerﬁisgs to
(1) pay workers performing such work not less than the highest prevailing rate of wages,
(2) provide the same hours, working conditions and benefits as in each case are provided for
similar work performed in San Francisco Coﬁnty, and (3) employ apprentices in accérdance with
San Fré.ﬁcisqo Adminiétrativg Code Section 23.61 (collectively, “Prevailing Wage
Requirements”). Tenant agrees to cooperate with the City in any action or proceeding against a
contractor or subcontractor that fails to comply with thelPrevaﬂing Wage Requirements.
Tenant shall include, and shall require its subtenants, and contractors and subcontractors
(regardless of tier) to include, the Prevailing Wage Requirements and the agreement to cooperate
in City enforcement actions in any Constructioﬁ Contract with specific reference to

San Francisco Administrative Code Section 23.61. Each such Construction Contract shall name
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the City and County of San Francisco, affected workers, and employee organizations formally
representing affected workers as third party beneficiaries for the limited purpose of enforcing the
Prevailing Wage Requirements, including the right to file charges and seek penalties against any
_contractor or subcontractor in accordance with San Francisco Administrative Code
Section 23.61. Tenant’s failure to comply with ite obligations under this Section shall constitute
a material breach of this Lease. A confractor’s or subcontractor’s failure to comply with this
Section will enable the City to seek the remedies specified in San Francisco Administrative Code
Section 23.61 against the breaching party.

Tenant shall also pay, and shall require its subtenants, and contractors and subcontractors
(regardless of tier) to pay, prevailing wages for the following activities and services on the
Premises as set forth in and to the extent required by San Francisco Ad:cninistrative Code
Chapter 21C: Motor Bus Services (as defined in Section 21C.1), Janitorial Services (as defined

" in Section 21C.2), Public Off-Street Parking Lots, Garages or Storage Facilities for Automobiles
(as defined in Section 21C.3), Theatrical Services (as defined in Section 21C.4), Solid Waste
Generated by the C1ty in Course df élty Operatlons (as defined in Section 21C. 5) Movmg N
Services (as deﬁned in Section 21C.6), Trade Show and Special Event Work (as defined in

Section 21C.8), and Broadcast Semces (as deﬁned in Section 21C.9).

48.22 Sugar-Sweetened Beverage Prohibition

Tenant agrees that it will not sell, provide, or otherwise distribute Sugar-Sweetened
Beverages, as defined by San Francisco Administrative Code Chapter 101, as part of its

performance of this Ground Lease.
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48.23 Taxes, Assessments, Licenses, Permit Fees and Liens

(a) T enant reco gnizes‘ and understands that this Ground Lease may create a
possessory interest subject to property taxation and that Tenant may be subject to the payment of
property taxes levied on such interest.

(bj Tenant agrees to pay taxes of any kind, including possessory interest taxes, that
may be lawfully assessed on the leasehold interest hereby created and to pay all other taxes,
excises, licenses, permit charges and assessments based on Tenant’s usage of the Premiées that
may be imposed upon Tenant by law, all of which shall be paid when the same become due and
payable and before delinquency.

(© Tenant agrees not to allow or suffer a lien for any such faxes to be imposed upon
the Premises or upon any equipment or préperty located thereon without promptly discharging
the same, provided that Tenant, if so desiring, may have reasonable opportunity to contest the
validity of the same. |

(d) San Francisco Administrative Code Sections 23.38 and 23.39 require that the City

“and County bf San Ffancisco report certain information relating to this Lease, and any renewals
thereof, to the County Assessor within sixty_(60) dgys after any such transaction, and that Tenant
report certain in‘form‘ationt reléting to any éssignment of or sublease under this Lease to the
County Assessor within sixty (60) days after such aséignment or sublease traﬁsaction. Tenant
agrees to provide sﬁch information as may be requested by the City to enable the City to comply
with this requirement.

48.24 Ve;lding Machines; Nutritional Standards -

- Tenant shall not install or permit any vending machine on the Premises without the prior

written consent of Landlord. Any permitted vending machine must comply with the food
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nutritional and calorie labéling requirements set forth in San Francisco Administrative Code
section 4.9-1(c), as may be amended from time to time (theA“Nutrltional Standards
‘Requirements™). Tenant agrees to incorporate the Nutritional Standards Requirements into any
contract for the installation of a vending machine on the Premises or for the supply of food and
beverages to that vending machine. Failure to comply with the Nutritional Standards
Requirements or to otherwise comply with this Section 48.24 shall be deemed a material breach
of this Lease. Without limiting Landlord’s other rights and remedies under this Lease, Landlord
“shall ha;\'e the right to require the immediate removal of any vending machine on the Premises ‘
that is not permit"ted or that violates the Nutritional Standards Reciuirements.

ARTICLE 49: COMPLETE AGREEMENT

There are no oral agreements between Tenant and the City affecting this Ground Lease,
and this Ground Lease supersedes and cancels any and all previous negotiations, arrangements,

| agreements and understandings between Tenant and the City with respect to the lease of the Site.

ARTICLE 50: AMENDMENTS
o rNeitlilé; th1é éréﬁgdWLe;aségor' any terms dr ﬁrc;visiéﬁé hereof nr:layﬁbe, chénged, Wéived, -
discharged or terminated, except by a written instrument signed by the party against which the
enforcément of the change, waiver, dischargé or termination is sought. No waiver of any bréach
shall affect or alter this Ground Lease, but each and every term, covenant and condition of this
Ground 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 Ground Lease, iﬁcluding,
without limitation, a.mendments to or modifications to the exhibits to this Ground Lease, shall be
subject to the mutual written agreement .of City and Tenant, and City’s agreement may be made

upon the sole approval of the City’s Director of Property, or his or her designee; provided,
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however, materiél 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 Ground Lease, and (&) any other amendment or
modification which matérially increases the City’s liaﬁiliﬁes or financial obligations under this
Lease shall additionally require the approval of the City’s Board of Supervisors.

ARTICLE 51: ATTACHMENTS

The following are attached to this Ground Lease and by this reference made a part hereof:
1. Legal Description of Site
" 2. Schedule of Performance
3. City Consent of Leasehold Mortgage
4. Reserved
5. Memorandum éf Ground Lease

6. Form of Income Certification Form

NOTWITHSTANDING ANYTHING TO THE CONTRARY CONTAINED IN THIS LEASE,
TENANT ACKNOWLEDGES AND AGREES THAT NO OFFICER OR EMPLOYEE OF
CITY HAS AUTHORITY TO COMMIT CITY TO THIS LEASE UNLESS AND UNTIL
CITY’S BOARD OF SUPERVISORS SHALL HAVE DULY ADOPTED A RESOLUTION
APPROVING THIS LEASE AND AUTHORIZING THE TRANSACTIONS ‘
CONTEMPLATED HEREBY. THEREFORE, ANY OBLIGATIONS OR LIABILITIES OF
CITY HEREUNDER ARE CONTINGENT UPON ADOPTION OF SUCH A RESOLUTION, -
AND THIS LEASE SHALL BE NULL AND VOID IF CITY’S MAYOR AND THE BOARD
OF SUPERVISORS DO NOT APPROVE THIS LEASE, IN THEIR RESPECTIVE SOLE
DISCRETION. APPROVAL OF THIS LEASE BY ANY DEPARTMENT, COMMISSION OR
AGENCY OF CITY SHALL NOT BE DEEMED TO IMPLY THAT SUCH RESOLUTION
WILL BE ENACTED, NOR WILL ANY SUCH APPROVAL CREATE ANY BINDING
OBLIGATIONS ON CITY.
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IN WITNESS WHEREOF, the T enant and the City have executed this Ground Lease as

of the day and year first above written.

TENANT:

1036 Mission Associates, L.P., California limited partnership

By:

1036 Mission GP LLC, .
a California limited liability company,
its general partner

By:  Tenderloin Neighorhood Development Corporation,
a California nonprofit public benefit corporation,
its sole member

By:
Name:
Title:
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CITY AS LANDLORD:

CITY AND COUNTY OF SAN FRANCISCO,
a municipal corporation

By:
John Updike
Director of Property

By:

Olson Lee

Director, Mayor’s Office of Housing and Community Development
APPROVED AS TO FORM:
DENNIS J. HERRERA
City Attorney

By:
Deputy City Attomey
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ATTACHMENT 1

LEGAL DESCRIPTION OF THE SITE
(1036 Mission Street)
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ATTACHMENT 2

SCHEDULE OF PERFORMANCE
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ATTACHMENT 3

\
CITY CONSENT OF LEASEHOLD MORTGAGE
Date:

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

Attn: Director

One South Van Ness Avenue, 5% Floor

San Francisco, CA 94103

RE: 1036 Mission Street, San Francisco (LEASEHOLD MORTGAGE)
Dear Sir or Madam:

Pursuant to Section 25.01 of the 1036 Mission Street Ground Lease, dated , 2016,
between the City and County of San Francisco (“City”) and 1036 Mission Associates, L.P.,
California limited partnership, we are formally requesting the City’s consent to ourplacing a
leasehold mortgage upon the leasehold estate of the above referenced development. The
following information is provided in order for the City to provide its consent:

Lender:

Principal Amount:
Interest:

Term:

Attached hereto are unexecuted draft loan documents, including the loan agreement, promissory -
note, and all associated security agreements which we understand are subject to the review and
approval by the City. Furthermore, we are willing to supply any additional documentation
related to the leasehold mortgage which the City deems necessary.

Siﬁcerely,

1036 Mission Associates, L.P., ‘California limited partnership

By: Tenderloin Neighborhood Development Corporation,
a California nonprofit public benefit corporation,
it’s managing general partner

By:
Name:
Title:

enc. .
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By signing this letter, the City consents to the leasehold mortgage, pursuant to the terms and
conditions of Section 25.01 of the 1036 Mission Street Ground Lease, dated , 2016.

Mayor’s Office of Housing and Community Development

Olson Lee, Director
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ATTACHMENT 4

[reserved]
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ATTACHMENT 5
MEMORANDUM OF LEASE

Free Recording Requested Pursuant to
Government Code Section 27383

When recorded, mail to:

. Mayor's Office of Housing and Community Development

of the City and County of San Francisco
1 South Van Ness Avenue, Fifth Floor
San Francisco, California 94103

Attn: Director

MEMORANDUM OF GROUND LEASE
' (1036 Mission Street)

This Memorandum of Ground Lease ("Memorandum") is entered into as of , 2016,
by and between the CITY AND COUNTY OF SAN FRANCISCO, a municipal corporation (the
"City"), acting by and through the Mayor’s Office Of Housing and Community Development
("City"), and 1036 MISSION ASSOCIATES, L.P., California limited partnership ("Tenant"), with
respect to that certain Ground Lease (the "Lease") dated , 2016, between City and
Tenant. ‘

Pursuant to the Lease, City hereby leases to Tenant and Tenant leases from City the real
property more particularly described in Exhibit A, attached hereto and incorporated herein by this
reference (the "Property"). The Lease shall commence on the date set forth above and shall end
on the date which is 85 years from the date set forth above, subject to a 14 year option to extend,
unless terminated earlier or extended pursuant to the terms of the Lease.

It is the intent of the parties to the Lease that the Lease shall create a constructive notice of
severence of the Improvements (as defined in the Lease), without the necessity of a deed from

Lessor to Lessee, which Improvements are and shall remain real property.

This Memorandum shall incorporate herein all of the terms and provisions of the Lease as
though fully set forth herein. :

This Memorandum is solely for recording purposes and shall not be construed to alter,
modify, amend or supplement the Lease, of which this is a memorandum.

This Memorandum may be signed by the parties hereto in counterparts with the same
Page 99
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effect as if the signatures to each counterpart were upon a single instrument. All counterparts

shall be deemed an original of this Memorandum.
Executed as of , 2016 in San Francisco, California.

TENANT:

" 1036 Mission Associates, L.P.,

California limited partnership ‘
By: Tenderloin Neighborhood Development Corporation, -
it’s managing general partner

By:
Name:
Title: © s

CITY: o
CITY AND COUNTY OF SAN FRANCISCO,

. amunicipal corporation

By:

Olson Lee

Director, Mayor's Office of Housing and Community Development
APPROVED AS TO FORM:

DENNIS J. HERRERA, City Attorney

By:

* Elizabeth S. Anderson
Deputy City Attorney

Page 100
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ATTACHMENT 6
FORM OF TENANT INCOME CERTIFICATION

Page 101
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TENANT INCOME CERTIFICATION Effective Date:

L. . . . . Move-in Date:
[ Initial Certification [ 1¥ Recertification [ Other (MMDDIYYYY)
R ) ) PART I - DEVELOPMENT DATA .
Property Name: County: BIN #:
Address: Unit Number: # Bedrooms:
. . PART II. HOUSEHOLD COMPOSITION _ . IR
HH First Name & Middle | Relationship to Head Date of Birth | F/T Student |  Social Security
Mbr # Last Name Initial of Household (MM/DD/YYYY) (YorN) or Alien Reg, No.
1 . HEAD
2
3
4
5
6
7
) S PART III. GROSS ANNUAL INCOME (USE ANNUAL AMOUNTS) :
HH A ' ®) © ‘ ®)
Mbr # Employment or Wages Soc. Security/Pensions Public Assistance Other Income
TOTALS | § $ 1.8 $
Add totals from (A) through (D), above _ TOTAL INCOME (E): |i'g
- - PART IV. INCOME FROM ASSETS
Hshld F) ‘ ©) () : ity
Mbr# Type of Asset C/I Cash Value of Asset . Annnal Income from Asset
‘ TOTALS: | $ R
Enter Column (H) Total Passbook Rate
If over $5000 $ X 2.00% = (J) Imputed Income | §
Enter the greater of the total of column I, or J: imputed income TOTAL INCOME FROM ASSETS (K) H $ j‘
(L) Total Annual Household Income from all Sources [Add (E) + (K)] | $

HOUSEHOLD CERTIFICATION & SIGNATURES

The information on this form will be used to determine maximum income eligibility. I/we have provided for each person(s) set forth in Part II acceptable verification of
current anticipated annual income. I/we agree to notify the landlord immediately upon any member of the household inoving out of the unit or any new member moving
in. T/we agree to notify the landiord immediately upon any member becoming a full time student.

Under penalties of perjury, I/we certify that the information presented in this Certification is true and accurate to the best of my/our knowledge and belief, The
undersigned further understands that providing false representations herein constitutes an act of fraud, False, misleading ‘or incomplete information may result in the
termination of the lease agreement.

Signature . . (Date) Signature (Date)

Signature (Date) Signature (Date)
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__PARTV.

DETERMINATION OF INCOME ELIGIBILITY

TOTAL ANNUAL HOUSEHOLD INCOME
FROM ALL SOURCES:
From item (L) onpage 1 § §

RECERTIFICATION ONLY:

Current Income Limit x 140%:

$

Household Income exceeds 140% at

recertification:
. [ ves [No
Current Income Limit per Family Size: $
Household Income at Move-in:  § Household Size at Move-in:
PART VI. RENT.
$
Tenant Paid Rent Rent Assistance: $
Utility Allowance § Other non-optional charges: $

GROSS RENT FOR UNIT:
(Tenant paid rent plus Utility Allowance &

Unit Meets Rent Restriction at:

other non-optional-charges) § $ U 60% Ls0% U a0% L 30% %
Maximum Rent Limit for this unit: _$
PART VIL: STUDENT STATUS

*Student Explanation:

ARE ALL OCCUPANTS FULL TIME STUDENTS? If yes, Enter student explanation* 1 AFDC/TANF Assistance

' (also attach documentation) 2 Job Training Program

O yes Mo 3 Single Parent/Dependent Child
4 Married/Joint Return
Enter 5 Former Foster Care
’ 1-5

PART VIII. PROGRAM TYPE: -

Mark the program(s) listed below (a. through e.) for which this household’s unit will be counted foward the property’s occupancy
requirements. Under each program marked, indicate the household’s income status as established by this certification/recertification.

a. Tax Credit [ b, HOME [
See Part V above. Income Status ]
. O <50%AMGI
0O  <60%AMGI
0  <80%AMGI
0 o+

wk

¢. Tax Exempt [

Income Status

O  50% AMGI
0O 60% AMGL
O 80% AMGI
O oI+

d. AHDP O

Income Status

O 50%AMGI -
O 80%AMGI
O Or+*

g

€. ; m|
(Name of Program)
Income Status
O
O
OI**

Upon recertification, household was determined over-income (OI) according to eligibility requirements of the program(s) marked above.

._SIGNATURE OF OWNER/REPRESENTATIVE

l

Based on the representations herein and upon the proofs and documentation required to be submitted, the individual(s) named in Part II of this Tenant
Income Certification is/are eligible under the provisions of Section 42 of the Internal Revenue Code, as amended, and the Land Use Restriction

Agreement (if applicable), to live in a unit in this Project.

SIGNATURE OF OWNER/REPRESENTATIVE

DATE
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APPRAISAL REPORT

1036 MISSION HOUSING
CALIFORNIA 94103

’

1036 MISSION STREET
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- _GREGG]..PALMER, MAI

APPRAISAL REPORT
1036 MISSION HOUSING
1036 MISSION STREET
SAN FRANCISCO, CALIFORNIA 94103

PREPARED FOR
TENDERLOIN NEIGHBORHOOD
DEVELOPMENT CORPORATION

201 EDDY STREET
SAN FRANCISCO, CALIFORNIA 94102

PREPARED BY

JAMES G. PALMER APPRAISALS, INC.

EFFECTIVE DATE OF VALUE
MARCH 10, 2016
EFFECTIVE DATE OF APPRAISAL
JUNE 15, 2016
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JAMES G. PALMER

APPRAISALS INC. jgpinc.com

1285 W. Shaw
Sulte 108

June 15, 2016 [
Mr. Christopher Cummings .-~

Tenderloin Neighborhood Development Corporation

201 Eddy Street™”

San Francrsco California 94102

Re:;' Market Valuation P o

1036 Mission Housing "
1036 Mission Street ‘

San Francisco, California 94103

Dear Mr Cummmgs _
S .?’

At your request and authorization, James G Palmer Appralsals lnc has completed an

appraisal recport on the above—mentloned real property, more partlcularly described in
the enclosed appraisal report . -

The appraisal report has been prepared to comply wrth the requrrements of:

= Title XI of the Financial lnstrtutrons Reform, Recovery and Enforcement Act of
1989 (FIRREA).

* The Uniform Standards of Professronal Appraisal Practlce (USPAP) promulgated
by the Appraisal Standards Board 6f the Appraisal Foundation.

» The Federal Deposit Insurance Corporatlon (FDIC) appralsal standards, which
include compliance with USPAP. | \

» The Code of Professional Ethics and Standards of Professronal Appraisal Practice
of the Apprarsal Institute. .

The 2014-2015 edltron of USPAP states that under ‘Standards Rules 2-2, 8-2 and 10-2,
each written real’ property appraisal ireport must’ be prepared: under one of the
following two’ formats Appraisal Report [Standards Rules 2-2( a), 8-2(a) and 10.2(a)] o
Restricted Use. Appralsal Report [Standards Rules 2-2(b), 8-2(b) and 10-2(b)]. In the
case of this report the appratsal is belng communlcated in an Apprarsa/ Report format. -

The property consists of a vacant lot located in the South of Market neighborhood in the
City of San Francisco. The purpose of the appraisal was to arrive at an opinion of value
the fee simple estate of the property. The value will be used for asset evaluation for
submission of a tax credit application for development funding. The effective date of
valuation is as of March 10, 201 6. : ,
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The following value is subject to the value definitions and limiting conditions as set forth in
this report. It is subject to hypothetical conditions as outlined in the report.

In the opinion of the undersigned, the value of the real property as of the date of value is as
follows:

OPINION OF VALUE - AS IS $17,480,000.00

The undersigned hereby certify that they have no present or future intended interest in the
property, and that neither the fee nor employment for this assignment was contingent upon
the value reported herein and that there exists no identity of interest with the development
partner(s), project sponsor, intended partner(s) or general contractor. It is also the opinion of
the undersigned that the subject has no significant natural, cultural, recreational or historic
value. This letter must remain attached to the report in order for the value opinion set forth
to be considered valid.

This appraisal is only valid for the purpose for which it is intended. It is invalid for a third
party use or to establish a sales price for limited partners or syndication. Unless prior
arrangements have been made with the appraiser, the right to photocopy all or part of this
appraisal is strictly prohibited.

Thank you for this opportunity of serving you.

Sincerely,

GreggJ\ kPﬁfmer MAI
Certified General Real Estate Appraiser

California License AG002880
Expiration: April 24, 2018

GP: 8654
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Executive Summary

PROPERTY DESCRIPTION
Property Name

Address

City, State, Zip

County

MSA

Property Type

Vacant Multifamily Land

1036 Mission Street

San Francisco, California 94103
San Francisco

San Francisco

Vacant Mu|t|fam||y

,' Slte Area
Road Frontage (LF)
Orientation
Shape
Zoning
Description
Flood Zone

Building Area
Year Built
Quality
Condition
Market Class

15,200 SF
95’ — WS Mission Street

Interior

Rectangular

C-3-G,

Downtown General Commercial
Unprinted Map

- rs .

e
N/A
N/A
N/A
N/A

\Assessor Parcel Number(s)
Total Assessed Value
Real Estate Taxes

“MARKET BOUNDARIES . -

3703-162
$6,131,256.00
$76,496.20

North

South

East

West

HIGHEST & BEST USE

Land as Vacant

Property as Improved
PROPERTY VALUATION
Valuation Type

Sales Comparison Approach
Cost Approach

Income Capitalization Approach
Final Value Opinion
APPRAISAL DATES

South of Market Neighborhood
N/A
N/A
N/A

Multifamily
Continue Current Use

Current
$17,480,000.00
Not Applicable
Not Applicable
$17,480,000.00

Inspection Date
Report Date

Date of Valuation
Exposure Time

March 10, 2016
June 15, 2016
March 10, 2016

12 Months

1036 Mission Housing
San Francisco, California
March 2016 - (8654)
Page-1 -
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APPRAISAL REPORT

I Purpose of Appraisal:

The purpose of the appraisal is outlined in the covering letter. The definition of
"market value" is:

Market Value:

"The most probable price which a property should bring in a competitive
and open market under all conditions requisite to a fair sale, the buyer and
seller, each acting prudently, 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:" ‘

a. buyer and seller are typically motivated;

b. both parties are well informed or well advised, and each acting in
what he considers his own best interest;

C. a reasonable time is allowed for exposure in the open market;

d.  payment is made in terms of cash in US dollars or in terms of

financial arrangements comparable thereto; and
- - = — e - 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." (Federal Deposit Insurance
Corporation (FDIC) Final Rules 12 CFR § 323.2)

i Property Right Appraised:
The property right is the leasehold estate. The definitions are follows:

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 escheat." (he

1036 Mission Housing
San Francisco, California
March 2016 - (8654)
Page -2 -
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Iv.

VI

Dictionary of Real Estate Appraisal, Fifth Edition, Pub. 2010)

Function of Appraisal:

The appraisal assignment is to provide a market valuation of a vacarit lot located
in San Francisco, California. The clients include Tenderloin Neighborhood
Development  Corporation. The intended user(s) include Tenderloin
Neighborhood Development Corporation and or their duly appointed
representatives and assignees. The intended use is to assist the client(s) in asset
evaluation for the submission of a tax credit application for funding and
development.

Extraordinary Assumptions:

In the preparation of the report, various documents were used as obtained from
the client, property owner and public records. The records used include but are
not limited to site. and building plans, legal descriptions, site sizes, assessment
records, leases and building areas. While every effort is made to assure the
accuracy of these documents, no guarantee is made as to their accuracy or
correctness. It is assumed that these documents are accurate, true and correct as
they are considered in the preparation of the report.

Hypothetical Conditions:
None

Scope of Appraisal:

- The scope of this report includes:

1) A physical inspection of the property.

2) Interviews with persons considered knowledgeable as to real estate values
in the area.
3) . Inquiry into and documentation of current data.
1036 Mission Housing

San Francisco, California
March 2016 - (8654)

Page - 3 -
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4)  Analysis of the data obtained and correlation of the findings into final value
estimates.

The data contained in this report was obtained from a variety of sources, is
considered reliable, and has been utilized to document the valuation conclusions. -

The appraisal assignment is to provide a market valuation of a vacant parcel of
land located in San Francisco. The property is situated in the South of Market
neighborhood and is more specifically situated along' the west side of Mission
Street in between 6™ and 7% Streets. The propetty is vacant and undeveloped and
is fully entitled for the development of a 9-story, 83-unit apartment complex.

In valuing the project, all three traditional approaches to value will be
considered. These include the Sales Comparison, Cost, and Income
Capitalization Approaches. In this instance, only the sales comparison approach
is used. The sales comparison approach will be used in the valuation of the
property as vacant.

In the Sales Comparison Approach, a value estimate will be provided through an
analysis of similar properties that have been sold throughout similar areas. A total
of five land sales were found that were used in the analysis. Sales were obtained
from a variety-of sources including brokerage firms,- Loopnet, Costar-and county
assessor records. When possible, the sales were verified with the buyer or seller or
individual knowledgeable with the sale transaction.

In summary, the appraisal assignment is to provide a market valuation of a vacant
parcel of land located in the City of San Francisco in San Francisco County,
California. The intended use is to assist the client in asset evaluation for the
submission of a tax credit application for funding and development. The client
and intended users are Tenderloin Neighborhood Development Corporation and
or their duly authorized representatives or assignees. The following sections of this
report will outline and describe in detail the area, site, building improvements,
and methods of valuation used to provide an opinion of value of the property.
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Addresses:
1036 Mission Street, San Francisco California 94103

Assessor Parcel Numbers:
3703-162 (San Francisco County Assessor)

Legal Description:

Beginning at a point on the northwesterly line of Mission Street (82 5' wide),
distant thereon 255.00 feet southwesterly from the southwesterly line of 6th Street
(82 5' wide);-thence southwesterly along said northwesterly line of Mission Street
95.00; thence at a right angle northwesterly 160.00 feet to the southeasterly line of
Jessie Street (40" wide); thence northeasterly along said southeasterly line of Jessie
Street 95.00 feet; thence at a right angle southeasterly 160.00 feet to the
northwesterly line of Mission Street and the point of beginning, as described
pursuant to Certificate of Compliance recorded September 25, 2015 under
Recorder's Serial Number 2015-K137764-00.

Ownership:
County Assessor records show title to be vested in the name(s) of the following:
1036 Mission Associates TNDC

Map Designations:
Census Tract: 176.01
Flood Hazard Area: No map printed

Property History:

The property consists of a vacant parcel of land located in the South of Mission
Neighborhood in San Francisco. The property contains a total of 15,200 SF. It
originally consisted of two identical lots that were recently joined through a lot
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line adjustment. The property has all offsite improvements and utilities. According
to the client, the site is fully entitled for the development of a 9-story, 83-unit
multifamily apartment complex. Upon completion, it will be operated as an
affordable housing project subject to regulatory agreements and rental restrictions.

There have been no recorded transfers of the property over the past 5 years.
According to public records, the last transfer of the property occurred in May of
2007. The seller was Skyline Associates and the buyer 1036 Mission Associates
TNDC. The instrument number was 39500112. The total consideration paid was
$5,576,250.

Assessed Value:

In 1978, California voters passed Proposition 13, which was also known as the
Jarvis-Gann Initiative. This proposition was predominantly designed to decrease
the tax burden on individual property owners and to restrict the increase in
property value assessments to a maximum of 2% per year. Beginning in 1981/82,
all real property in the State of California was assessed at its full cash value. Full
cash value is equal to the market value as determined by the appraisal staff of the
County Assessor's office. Under Proposition 13, all assessments were rolled back
to their 1975/76 levels and this became the new tax basis. Re-assessment is only

—— -allowed-when-a-property—is—sold-or-substantially-changed-or-modified. The

predominant tax rate is based upon 1% of the assessed value, plus any local
county, city, or special district bonds. The annual property taxes are calculated by
applying the tax rate for the area to the total assessed value of the property,
including land, improvements, and personal property items.

Proposition 13 was initially designed to protect elderly property owners who are
on fixed incomes and assure them that their property would not be assessed at a
rate which exceeded the ability to pay taxes. The following is a breakdown of the
assessments for the property.

3703-162 $6,131,256.00 $6,131,256.00 $76,496.20

1036 Mission Housing
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This type of unique tax system has caused a couple of interesting phenomenon
in the California real estate market. In the first instance, since assessments are
only allowed to increase by a maximum of 2% per year, actual market
appreciation often exceeds the increase in the assessed value. When a property
transfer does occur, it is reassessed and, therefore, a tremendous increase in
property taxes typically occurs. This situation also leads to a second interesting
phenomenon. Due to the fact that a full cash value assessment can only occur
after a transfer of ownership, taxes can vary greatly from property-to-property in
the same neighborhood and on similar property types. Thus, when appraising
property in the State of California, it is important to be sensitive to the
Proposition 13 restrictions and re-analyze the taxes assuming that a transfer of
the property was to occur.

Since the property is developed as an affordable housing project, it is not
subject to local real estate taxes. Under the welfare exemption program, the
project enjoys tax-exempt status.
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Regional Description:

San Francisco Bay Area

The San Francisco Bay Area consists of the nine counties including San
Francisco, San Mateo, Santa Clara, Alameda, Contra Costa, Solano, Napa,
Sonoma, and Marin, situated on the perimeter of San Francisco Bay and San
Pablo Bay. San Francisco is in the geographical and cultural center of the
region. It is surrounded by Marin, Napa, Sonoma and Solano Counties to the
north; Alameda and Contra Costa Counties to the east; and San Mateo and
Santa Clara Counties to the south. The large land area and highly diversified
physical features of the Bay Area support a wide range of land uses. Land uses
range from large agricultural areas to major urban centers, and environments
range from mountain to marine. '

The large land area and highly diversified physical features of the Bay Area
compose one of the most varied environments in the United States, and support
a wide range of land uses and living environments. The dominant influence of
the area's climate is the San Francisco Bay, which moderates the temperatures
in the coastal areas, while inland climates that are further removed from the
Bay's influence experience a wide range of temperatures. Rainfall averages 25
inches per year and generally falls from November through March. January is
the coldest month and the average daily high temperature is 55 degrees
Fahrenheit; the average daily low temperature is 45 degrees Fahrenheit.
September, one of the warmest months, averages a daily high of 68 degrees
Fahrenheit.

The fault zones that lace the region exert the most powerful geographical
influence. In 1989, the Loma Prieta earthquake caused heavy damage along
the Bay Area Peninsula as well as the East Bay. This earthquake was the most
serious one to occur since 1906. Most infrastructures damaged by the
earthquake have been repaired. Other physical damage, including collapsed
and unsafe buildings, has generally also been repaired. Despite the physical
damage caused by the earthquake, the economy of the region suffered no
significant long-term damage.

1036 Mission Housing '
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Population Trends
The mild climate of the Bay Area has played an important role in development,

and contributes to a desirable living environment. The estimated population of
the nine counties that make up the Bay Area is presented in the following table.

Population projections by county
Nine county bay area region

Alameda 1,626,100
AEEIET 005 £7090,3068 5307002

247,289 260,300

Source: ABAG, Projections 2009

During the 1960s and 1970s, the regional population grew at an average
annualized rate of 1.9%. During the 1980s, the population grew by
approximately 1.4% per year. Population growth during the period from 2000
through 2010 was approximately 0.9% annually. The slowing in the rate of
population growth reflects the diminishing supply of available land and the high
cost of housing in the area. The highest rates of growth are projected in Contra
Costa, Solano and Santa Clara counties. Santa Clara County is the Bay Area
~ = Center for the technology industry:- While p’opulétion“growth‘iS"expected to be
substantial, it has still occurred at a rate that is far slower than the growth in
Southern California or many other portions of the state. The Bay Area has some
of the highest housing costs in the nation. When the comparison is made
between household incomes and housing costs, the Bay Area remains one of
the least affordable areas in the nation. '

Economic Overview
Overview: The San Francisco MSA, which encompasses the Counties of San

Francisco, San Mateo, and Marin, is the nation’s fourth largest metropolitan
area. Historically, San Francisco has been the financial and business center of
the western United States.

1036 Mission Housing
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Beginning in late-1994 and early 1995, the strengthening high technology and
computer related industries located in the southern Bay Area began to lead the
state out of its deep recession. In the second half of the 1990s, the local
economy was driven by the growth in technology, particularly Internet,
software, and other computer related technology ventures. The technological
advances during the mid to late-1990s, coupled with a strong stock market and
nearly limitless availability of capital provided an environment for surging
employment growth, real estate values, and overall prosperity in the region.

The explosion of the so-called dot.com industry, funded primarily from venture .
capital, fueled an economic boom in Bay Area in the late 1990’s and early
2000 of unprecedented proportion. As a result, every aspect of the real estate
market experienced huge gains. Commercial and industrial vacancy rates
became almost nonexistent while lease rates doubled in some instances during
this period. While sale prices never matched the increase in rents, there was
significant appreciation of commercial and industrial property sales prices.
Apartment availability also became extremely tight with rents climbing 30% to
40%. Home prices surged as well; appreciation was approximately 25% to
35% in this short time period. During this time a new market phenomenon also
sprung out of the disparity between demand and supply of homes. Realtors
began the practice of listing prices slightly below their market values to entice
bidding wars. It thus became the accepted market practice to bid over the
listing price, often substantially above the listing price.

In March 2001 the tech-heavy NASDAQ declined due to concerns of over-
inflated stock prices as negative reports about company profitability and news
about declining demand for computer related goods and services surfaced.
The Dow Jones quickly followed and entire stock market, including non-tech
blue-chip stocks, also tumbled. This trend continued further into 2001. As a
result of the stock market tumble, both the national and local economies
contracted. The stock market tumble was compounded by-the September 11, -
2001, terrorist attacks on the World Trade Center and the Pentagon. The risk. of
air piracy, attacks on large landmarks, bio-terrorism and other threats to public
" safety has raised the level of uncertainty in the markets. It has also severely

1036 Mission Housing
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affected the travel and tourism business, which rely heavily on air travel.

Technology based companies were particularly affected by the stock market
decline. The Bay Area, which is generally regarded as top-heavy in the
technology sector, suffered considerably. Many of the newer and more
financially sensitive companies went out of business, while the larger and more
established companies, such as Cisco Systems, Hewlett-Packard and Oracle
had significant layoffs in attempt to weather the storm. Unemployment rates
have been on a declining trend since 2002. Recent information regarding
national and local economic recoveries indicates that a recovery started to take
place in 2004, and continued through 2006 and into 2007.

During 2007, the economic boom that had been experienced nationwide began
to slow and by 2008, it became apparent that another economic downturn was
well underway. During the latter part of 2008 and well into 2009, the stock
market had declined in value by 50% and the housing industry had declined
substantially. Real estate markets across all sectors have been affected and it is
not expected that any significant recovery will begin until 2012.

Employment Growth:

Employment grew in all sectors during the economic boom experienced
—— -——— -between-2004 and 2007 By 2008; employment-began to-decline-in-the area as

with the rest of the State and Country. The following table summarizes historical

and projected job data by industry for the region.

EMPLOYMENT projections BY INDUSTRY
Nine County Bay Area Region *

1310

197,690

EBMIEYA Sl 28,400

277,930 272,580

Health & Educ. Serv. 638,110 685,010 757,260 .804,250 BB0,850 47.4%

e

49,0805 % 3%
165,610 '

PEATE, RECOther Servas
Government

EETotl tall st

2 L E
155,510 -
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Between 2000 and 2005, employment decreased due to the slowdown in the
economy. Between 2005 and 2030 employment is projected to increase by
37.4%. ‘

Spending, Income and Inflation

Income: The following table summarizes mean household incomes for the Bay
‘Area counties. ‘

BAY AREA MEAN HOUSEHOLD INCOME (IN CONSTANT 2000 DOLLARS)

Alameda - 96,300 101,600 107,200 113,100
E/Cofira Cos B 401 62,0007 07;500% 0% S
Mari 134,100 148,500

9450 B0 S 057300

120,100

Source: ABAG, Projections 2009

The region's mean household income in 2000 was $92,500. In 2005 the
estimated mean household income was $89,100. - There was a decline between
2000 and 2005 due to the slowdown in the economy. Mean household
income for the region is projected to grow to $126,400 by 2030. San Mateo
and Marin Counties, as of 2010, have an estimated mean household income of
$123,300 and $127,200, respectively, which are the highest figures of the nine
counties noted in the prior chart. Sonoma County, as of 2010, has an estimate
mean household income of $84,300, which is the lowest of the nine counties
noted in the prior chart.

Real Estate ' :
Residential: Housing costs in the Bay Area are among the highest in the nation.

The following table presents new and existing median home price trends in the
nine-Bay Area Counties since 2009.

1036 Mission Housing
San Francisco, California
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NEW & EXISTING MEDIAN HOME PRICES - SAN FRANCISCO BAY AREA

600
$866,000 $787,000 $676,000
T$475,0007 EREIS4A000% 442% 7$362,000
$832,000
FSZ7000%
$723,000 .
575 00 000 £ PZI 50002 00003
Sanoma $511,000 $403,000 $333,000
Source:

As demonstrated by the above chart, home prices increased in the nine counties
representing the San Francisco Bay Area between 2011 and 2015. Marin
County showed the smallest increase at 38.75% while Alameda County
experienced the greatest increase at 62.59%.

Governmental Forces
The Bay Area is comprised of nine separate counties. Each county has its own

government, with incorporated cities within each county also having their own
government. Between the city and county levels, interaction is limited. On a
regional level, this concept is magnified, with limited inter-county planning.
Local city and county governments within the region implement land use
policies through the use of zoning laws and general plans. Support services,
such as transportation, schools, health care, police, and fire protection are

California's land use and growth controls are among the most stringent in the
United States. These local land use controls include zoning, growth
management systems, subdivision regulations, development fees and
environmental restrictions. These policies raise the cost and reduce the volume
of land development, especially in coastal metropolitan areas.

Education
Within the Bay Area there are over 80 public and private colleges and

universities; among them are over 30 community colleges, four California State
University campuses, and two University of California campuses.

1036 Mission Housing
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Transportation
San Francisco has a highly diversified transportation system with excellent

water, rail, trucking, and highway and air facilites. The Bay Area's
transportation infrastructure includes 1,500 miles of highway, eight toll bridges,
17,000 miles of local streets, six public ports, five passenger ferries, and five
commercial airports. Transportation in the Bay Area is diversified because of
the trend toward decentralized work places. More and more people are
commuting longer distances to work, putting a heavy burden on the region's
transportation network. '

Air transportation is available through a number of airports in the Bay Area.
San Francisco International Airport, located in San Mateo County, is one of the
most active commercial airports in the world and it is served by over 62
airlines. Furthermore, a two billion-dollar airport expansion was completed
which expanded international travel capabilities.  Additionally, Oakland
International Airport in Alameda County, and Mineta San Jose International
Airport in Santa Clara County offer facilities for international travel, air taxi,
charter and cargo.

The Bay Area Rapid Transit system (BART), a high-speed rail system with over
75 miles of track, is a major commuter transportation system which links
stations in Alameda, Contra Costa, San Mateo and San Francisco counties.
BART has been extended to the San Francisco International Airport, which
coincided with the aforementioned airport expansion. CalTrans operates
commuter trains that travel from San Jose to San Francisco. There are freight
rail lines in many Bay Area communities. '

Historically, ongoing efforts to improve the roads and public transit systems in
the Bay Area have lagged behind growth in the population. Traffic congestion,
considered a major problem in the Bay Area, makes close in, conveniently
accessed locations particularly desirable.

Cultural and Recreational Resources
San Francisco is the cultural center of the Bay Area. Cultural and entertainment
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activities include nationally renowned live theaters, art museums, local
symphonies, operas, and dance companies. In addition, local theaters,
symphonies and ballet companies are found in Oakland, San Jose and other
communities. The area supports six major professional sporté teams, as well as
college-level athletic programs of the University of California at Berkeley,
Stanford University, and other regional colleges and universities.

Conclusion
The nine-county San Francisco Bay Area is one of the nation's most vital

economic regions. While San Francisco remains the center of the region, the
surrounding counties have developed economic centers of their own. Future
projections by ABAG indicate increased growth in population and employment,
albeit at a slower rate. Growth in employment shows signs of improvement
however, it is unlikely there will be major improvements in California as a
whole throughout the remainder of the year.

Locational advantages, outstanding higher educational facilities, and a skilled
labor force benefit the Bay Area. However, structural problems including
affordable housing, transportation capacity, and water and sewer capacity,
along with local slow growth initiatives, could impair the region's competitive

‘position. Coupled with difficult economic conditions, theses conditions could
impact the region significantly. However, the economic base is well diversified,

and should provide for moderate future growth in the Bay Area.

The Bay Area's economy has shifted towards service orientation. Agriculture,
construction, and manufacturing have become less dominant while trade,
finance, government, and business, professional and other services have grown

_in prominence. The one notable exception to this trend has been the high

technology sector, particularly computer-related, and manufacturing.

The long-term future of California is uncertain due to current economic
conditions and financial difficulties experienced by the State. The short-term
prognosis is stabilization and improvement. The projected outlook is continued
improvements throughout 2015 and probably into 2016.
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Area Description:
SAN FRANCISCO
Geography

San Francisco County is located on the peninsula in the San Francisco Bay
Area. San Francisco County is bordered by the San Francisco Bay to the east,
Marin County to the north and San Mateo County to the south. San Francisco
and San Mateo Counties are known colloquially as the peninsula.

San Francisco was founded on june 29,.1776 and was incorporated on April
16, 1850. It is the fourth most populous city in California and the only
consolidated city-county in the State; a status it has held since 1856. It
encompasses a total land area of 46.7 square miles and is the most densely
populated city in the State and second most densely populated city in the
country. The county is divided into eleven supervisor districts; with one
supervisor elected from each district. The supervisors also act as the City
Council.

Population Trends

The Association of Bay Area Governments (ABAG) predicts that the population
in San Francisco County will increase from 810,000 to 837,500 between 2010
and 2015 indicating an annual growth rate of 0.67%. By 2030, it is expected to
increase to 934,800 ABAG further predicts that-the-number of households in
‘San Francisco County will increase from 346,680 to 359,170 between 2010
and 2015, and to 400,700 by 2030. The following table demonstrates the
changes in population and households since 2005.

SAN FRANCISCO COUNTY DEMOGRAPHICS
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Economic Forces

The following table illustrates employment growth projections by sector for San
Francisco County between 2005 and 2030.

~ EMPLOYMENT BY INDUSTRY
SAN FRANCISCO COUNTY

36,860

08,970}
109,010 |
04,000;

As demonstrated above, it is expected that manufacturing and wholesale,
construction and arts, recreation and other services will experience the greatest
growth while industries like agricultural and transportation and utilities will

experience almost no growth due to the nature of the City and its fully built out
condition.

Income

The following table presents mean household income statistics in 2005 dollars.

"HOUSEHOLD INCOME PROJECTION
005 010 201 )
$97,400 | $102,200 | $107,900
TR R

San Francisco Co. $113,800

60

Mean household income in San Francisco County is slightly higher than the

average of the Bay Area region. The overall growth in the City is projected to
mirror that of the overall area.

Real Estate
The average home price in San Francisco County, as of January 2015, was
$1,001,300 based on figures from Zillow. The January 2015 figure reflects an
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11.26% increase from the 2014 figure of $900,000, and a 30.03% increase
from the 2013 figure of $770,000.

Transportation :

Highways 1 and 107 provide freeway access into San Francisco from the south
and continue north over the Golden Gate Bridge up into northern California
along the Pacific Coast. Both freeways extend south through the Silicon Valley
region through the South bay and continue along the Pacific Coast to the Los
Angeles basin. Interstate 80 is the major east/west freeway extending east from
San Francisco over the Bay Bridge into Oakland and eventually ties into
Highways 24, 580 and 880 in the East Bay. Interstate 580 provides freeway
connection between the East Bay and Dublin, and intersects Interstate 680 at
Pleasanton. The former connects Oakland to Tracy in San Joaquin County,
serving the growing suburban areas and agricultural communities in the Central
Valley. Commuter rail service is provided by the Bay Area Rapid Transit (BART)
system and AC Transit provides bus service. San Francisco International Airport
is situated in Sotth San Francisco; an approximate 20 minute drive from San
Francisco’s City center.
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XVI.

Site Description:

The property is located in the City of San Francisco in the South of Market
neighborhood. The- property is vacant and undeveloped. The following is a
discussion of the land included in the appraisal.

Location:
The parcel is situated in the South of Market neighborhood. The property is
more specifically located along the west side of Mission Street in between
6" and 7" Streets.

Size & Shape: ‘
The property consists of a single lot. The total site area is 0.35 acre or

15,200 SF. The parcel has 95" of frontage along the west side of Mission
Street and a depth of 160’. The property is rectangular in shape.

The land is located within the Downtown General Commercial District or
C-3-G by the City. This District covers the western portions of downtown
and is composed of a variety of uses: Retail, offices, hotels, entertainment,
clubs and institutions, and high-density residential. Many of these uses
have a Citywide or regional function, although the intensity of

- -——developmentis-lower-here than-in the downtown core area. As.in the case-
of other downtown districts, no off-street parking is required for individual
commercial buildings. In the vicinity of Market Street, the configuration of
this District reflects easy accessibility by rapid transit.

The property is subject to lot development requirements under the zoning
designation. The zoning requires a floor area ratio of 6.0:1. There is no
residential density limit. Density is regulated by the permitted height and
bulk and required setbacks, exposure and open space of each
development lot. There are no onsite parking requirements. In its current
configuration, the property adheres to the zoning standards.

Accordin'g to the client, the property is fully entitled for the development of
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a 9-story, 83-unit apartment complex. The project is expected to begin
construction in mid-2016.

Utilities:
Since the property is fully developed, all of the usual public and municipal

utilities and services are available to the property. These services and
providers include the following:

Eectricity ‘ | | Pacific Gas & Electric (PG&E)

Natural Gas Pacific Gas & Electric (PG&E)
Water San Francisco
Sewer San Francisco
Police & Fire San Francisco
Waste Mgmt./ Recycling Recology
Telephone Service AT&T, Comcast
Internet/ Broadband AT&T, Comcast

To'pography & Drainage:
The property is level and slightly above street grade. The site has been

graded in such a way that water runs off onto the street alignment and into
a storm drainage systém.

Soils Conditions:

A soils study was unavailable as of the date of appraisal. Soils within the
area are considered to be suitable for building purposes.

Easements:

A title report was provided at the time of appraisal and used in conjunction
with the preparation of this appraisal. Old Republic Title prepared the
report as of November 9, 2015. A review of the title report revealed that no
easements exist on the property. It is therefore assumed that there are no
extraordinary easements that adversely impact the property.
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Streets: .
The property has an interior orientation and has frontage along Mission
Street. In addition, the property backs up to Jessie Street that terminates at
the rear of the Subject.

Access and Exposure:

Access and exposure are considered good. The property has an interior
orientation and frontage along a major thoroughfare. It also has frontage
along Jessie Street along its western boundary.

Offsite Improvements:

All offsite improvements have been installed including asphalt streets,
concrete curbs and gutters.

Environmental Conditions:
Toxic or Hazardous Waste:

A hazardous waste study was unavailable at the date of appraisal.
As of the date of appraisal, the appraisers have no knowledge of
hazardous materials on the property and are not to be considered
experts in this field. Any further inquiries as to hazardous waste on
the property should be directed to knowledgeable and experienced
individuals. If any--such -materials- are -discovered, -it may- have a
negative affect on the overall value as reported herein and, thus, the
appraisers reserve the right to re-evaluate the property through the
appraisal process, :

Seismic Hazard:

The property is not within a special study zone as determined by
the Alquist-Priolo Earthquake Fault Zoning Act. However, the
entire San Francisco Bay Region is located within a seismic zone.

Flood Hazard:
The property is not located within a special flood hazard zone. No
FEMA panels are printed or referenced for the area.
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Wetlands:
The property is not within a designated wetlands area.

Summary:

In summary, the property consists of a single, irregular shaped parcel of
land that is vacant and undeveloped with the dominant use in the
neighborhood being mixed in nature. The site and development conform
to the surrounding area and the site is similar in size, shape and zoning
when compared to other comparable properties.
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XVILI.

Highest and Best Use:

In the valuation of the subject property, consideration has been given to its highest
and best use also known as the most probable use. The highest and best use
analysis involved a study of the present use of the property, uses of surrounding
properties, and zoning availability for the subject. "Highest and best use" may be
defined as follows:

Highest and Best Use:

The reasonably probable and legal use of vacant land or an improved property,
which 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

proﬁtability. (The Dictionary of Real Estate Appraisal, Fifth edition, pub. 2010)

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 improvements. The Dictionary of Real Estate Appraisal, Fifth
edition, pub. 2010)

Highest and Best Use of Property as Improved:

The use that should be made of a property as it exists. An exxstmg property should
be renovated or retained as is so long as it continues to contribute to the total
market value of the property, or until the return from a new improvement would
more than offset the cost of demolishing the existing building and constructing a
new one. (The Dictionary of Real Estate Appraisal, Fifth edition, pub. 2010)

In order to ascertain the highest and best use of a piece of property, including the
land as if vacant and the property as improved; the use must meet four criteria.
The criteria that must be met for the highest and best use include a use, which
must be physically possible, legally permissible, maximally productlve, and
financially feasible.
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Land As if Vacant:

Legal Permissibility:

The first factor considered is which type of development would be legally
permissible on the site. The land is located within the Downtown General
Commercial District or C-3-G by the City. This District covers the western portions
of downtown and is composed of a variety of uses: Retail, offices, hotels,
entertainment, clubs and institutions, and high-density residential. Many of these
uses have a Citywide or regional function, although the intensity of development
is lower here than in the downtown core area. As in the case of other downtown
districts, no off-street parking is required for individual commercial buildings. In
the vicinity of Market Street, the configuration of this District reflects easy
accessibility by rapid transit.

In its current configuration, the site conforms to the basic zoning standards with
respect to size, dimensions and configuration. A residential project is the most
likely use under the current zoning. The zoning has no density limitations other
than those opposed by height and setback requirements.

Physical Possibility:

The second factor given consideration is whether or not a development is
physically possible on the property. The site consists of a single parcel containing
approximately 15,200 SF. There are other properties in the immediate area that
are similar in size, zoning configuration and use. When comparing the subject to
other properties in the areg, it is evident that it has the ability to be developed to
residential uses similar to other properties in the neighborhood. The property is of
sufficient size for medium to high-density residential development.

Financial Feasibility:

The third factor considered is one of financial feasibility. Unemployment rates in
the Bay Area are below 5%. There is strong demand for additional residential uses
in the Bay Area. While the property has an urban location, it has strong potential
for residential use.

The best test of financial f(aasibility is typically through an analysis of the income
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and expenses for a potential or given development.

Maximum Productivity:

The final factor considered is which type of development would be the maximum
productive use of the site.- The logical development for the property is to
residential development. The site is of adequate size and shape to permit a
multifamily residential development. There is a housing shortage within the bay
area and high demand for additional units. It is likely that the property could be
rezoned for higher density residential development.

Summary: .
The highest and best use of the land as if vacant is for investment for future
residential development.
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XVl

Property Valuation & Appraisal Premise:
In estimating the market.value of the majority of real property, data is collected

and analyzed from the market regarding recent sales of comparable properties,

current building costs, and rental data and return on investment rates in the
analysis of income. Three different approaches to value are traditionally
evaluated using collected market data and analyzing trends in the local economy.
These approaches are:

* The Sales Comparison Approach
» The Cost Approach
* The Income Approach

Depending upon the type of property béing appraised, these methods have
varying degrees of applicability, which the appraisers have selected after analysis.

In the Sales Comparison Approach, the appraisers derive a value indication by
comparing the property being appraised to similar properties.in competitive areas
that have recently sold or been offered for sale. This procedure is accomplished
by applying the appropriate units of comparison extracted from the market and
then by applying adjustments to the sales prices of the comparable. This
approach in the appraisal analysis is based upon the premise that an informed
purchaser would pay no more for a property than a substitute property with equal
utility.

The Cost Approach estimates the cost of replacing the improvements of the
property. It involves the determination of the cost new of the improvements, less
accrued physical deterioration and functional and/or economic obsolescence. To

- this remainder, the vacant land value is added to estimate a market value based

on the Cost approach to value.

The Income Approach, in the analysis of properties, is used to derive a value
indication by converting anticipated benefits from possible rental income into a
value estimate. This approach takes into consideration possible risks of
comparable properties and a rate of return or capitalization rate also derived from
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income expectancies in the present market.

In the case of this appraisal, the sales comparison approach to value will be used. -

A.

Sales Comparison Approach:
The Sales Comparison Approach is based on the theory of substitution,

which considers a property's value to.be in relation with that of sales of
property with similar desirability and utility over a reasonable period of
time. In this approach, a value will be estimated through analysis and
comparison of sales of substitute properties over time. Depending on
availability of data, the Sales Comparison Approach is generally widely
accepted as a reliable method of valuation by market participants.

The market determines how appraisers are to analyze sales and extract
meaningful units of comparison from which to draw a valuation
conclusion. Most typically, units of comparison extracted from the sales
are items such as price per squafe foot, price per' unit, or price per acre.
Other units of comparison are determined through an analysis of the
income and expenses the property produces or is capable of producing.
ltems such as gross income multiples, effective gross income multiples,
overall capitalization rates, and expense ratios are used in both the Sales

_Comparison Approach and also in the Cost and Income Approaches to

value.

After the appraisers have identified the units of comparison most widely
accepted by the market for the specific property type being appraised, the
sales are then .analyzed and sometimes adjusted for differences between
the sales and the subject property. Adjustments are typically made for

items such as property rights conveyed, financing, motivation of the buyer

or seller, changes in property values over time, or physical differences
between the sales and the property being appraised. In the case of this
appraisal, the property will be analyzed based upon a price per room and
price per square foot as the component of comparison.
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Comparable Land Sales

923 Folsom Street
San Francisco, California

2290 3rd Street
San Francisco, California

1527 Pine Street
San Francisco, California

1401 Mission Street )
~ San Francisco, California

2655 Bush Street
San Francisco, California

Apr 1, 2015

TUP Folsom, LLC

41040

Apr 1, 2015

923 Folsom

2290 Dog Patch, LLC

42954

Jan 22,2015

DM 2290 3rd Street,

TUP Pine, LLC

T0204

May 9; 2014

Pacific Pine, LLC

-+ 1401 Mission

77190

Dec 19, 2013

806962

Monogram Residential

AREA Property
F Bush Condos, L

$20,000,000

$16,000,000

$21,000,000

$12,800,000

$38,000,000

0.56 Full MUR $35,714,286
24,375 Multiple Multifamily $820.51
0.32 Full TUMU . $49,535,604
14,050 Corner Urban Mixed Use $1,138.79
034 Full RC-4 $61,046,512
15,000 Multiple Residential $1,400.00
: Commercial
0.26 Full C-3-G $49,230,769
11,326 Corner Downtown $1,130.14
General
0.76 Full NC-3 $50,000,000
Corner Neighborhood $1,133.58

33,522

Commercial
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Vacant Multifamily Land

In the analysis, four vacant land sales are considered for a basis of
comparison. All of the sales are situated in the City of San Francisco and
are fully entitled for development. Some include improvements as interim
uses. The sales occurred in 2013, 2014 & 2015. Unit prices vary from
$820.51/SF to $1,400.00/SF. The foHowmg is a discussion of the sales
included in the analysis.

Sale 1 is the most recent sale in the analysis occurring in April of 2015. The
land was acquired on the basis of $820.51/SF of site area. The property is
located along Folsom Street in the Yerba Buena neighborhood and
contains 24,375 SF. It was partially improved with a dilapidated industrial
building. The site had all offsite improvements and was fully entitled for
114 units and 1,623 SF of ground level commercial. There wnll also be 48
onsite parking spaces.

Sale 2 occurred in April of 2015. It consists of a 14,050 SF parcel located
at the corner of 3" Street and 20" Street in the Portero Hill neighborhood.
The site was improved with an older commercial building that was given
no value in the sale. The property was purchased for development of a 71-
unit apartment complex. The site was fully entitled at the date of value.
- Financing- for- the-project was obtained with low-income-housing tax
credits. All utilities were in place at the time of sale. The sit was zoned
UMU or urban mixed use by the City. Analysis of this sale indicates a basic
purchase price of $1,138.79/SF." | |

Sale 3 occurred in January of 2015. It consists of a 15,000 SF parcel

located along Pine Street between Polk and Van Ness Streets in the Nob.
Hill neighborhood. The site was improved with an older commercial

building that was given no value in the sale. The property was purchésed |
for development of a 103-unit apartment complex. The site was fully

entitled at the date of value. All utilities were in place at the time of sale.

The sit was zoned RC-4 or Residential Commercial by the City. Analysis of

this sale indicates a basic purchase price of $1,400.00/SF.
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Sale 4 occurred in May of 2014. It consists of an 11,326 SF parcel located
at the comer of Mission and 10" Street in the South of Market
neighborhood. The property was purchased for development of a 121-unit
apartment complex. The site was fully entitled at the date of value.
Financing for the project was obtained with low-income housing tax
credits. All utilities were in place at the time of sale. The site was zoned C-
3-G or Downtown General Commercial use by the City. Analysis of this
sale indicates a basic purchase price of $1,130.14/SF.

. Sale 5 consists of a 33,522 SF parcel of land located in the Western

Addition neighborhood. The property was acquired in December of 2013
for $1,133.58/SF. The site was developed to an-old vacant convalescent

~ hospital at the time of sale. There was also a parking structure that formerly -

served the convalescent hospital. The parking structure was leased as an
interim use at the time of sale. All offsite improvements were in place. The
property was fully entitled for 83 units. It was reported that this sale
exceeded the values for the area and set a new upper limit for entitled
multifamily land.

Sales Adjustments

In valuing the property as improved, consideration is given to sales of

similar-properties that-are used as a basis of comparison: —The-sales that— ———
were used include five sales from the region. Three of the sales are similar

in size while two are-significantly larger. While it is general knowledge that

market conditions have improved in recent months, an actual adjustment

for time was not quantified. However, older sales are generally given

upward consideration in the reconciliation process.

In selecting an ‘appropriate unit of comparison, consideration was given to
all of the possible variables for the property. Consideration was-first given
to” building size, which is a typical method of analyzing apartment
properties. The sales yielded unit values ranging from a low of $820.51/SF
to $1,400.00/SF. It is noted that all of the sales transactions were traditional
sales. ‘ ‘
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The unit price per square foot is typical and widely used unit of
compafison in the open market and is thus used in the valuation of the
subject in the sales comparison approach. The sales are summarized in
chart form on the facing page with detailed data sheets in the addenda
section. ‘

Before selecting an appropriate unit value, it was necessary to adjust the
comparable sales. Adjustments were considered for various transactional
and physical differences. Transactional differences included property

rights, financing, conditions of sale, and market conditions.

After a complete analysis of the sales, it was concluded that there were no
adjustments necessary for transactional differences. The following is a
discussion of the adjustments considered in the report:

Price $20,000,000 - $16,000,000 $21,000,000. $12,800,000 $38,000,000 1
Prop. Rights Fee Simple Fee Simple Fee Simple Fee Simple Fee Simple
Financing CEQ CEQ CEQ CEQ CEQ
Conditions Typical Typical Typical Typical Typical
Time 42015 12015 52014 12/2013

1;000,00!

38,000,000

Location v = = -10% = =

Entitlements = = . o= . = =

Property Rights .
All of the sales were fee simple transfers. No adjustments were necessary.

Financing
All of the sales were acquired on a cash or cash equivalent basis. After
analysis, it was determined that no adjustments were necessary.
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Conditions
All were typical arms-length transactions. No adjustments were necessary.

Time

The sales occurred during 2013, 2014 & 2015. It is noted that the market
has continually improved since 2013 although an adjustment could not be
quantified. This will be considered during the reconciliation of the value
for the property.

Size :
Sales' 1 & 5 required adjustment. Both sales are considerably larger than
the subject and required upward adjustments.

Location
Sale 3 has a superior location and required a downward adjustment.

Entitlements
All of the sales were fully entitled as is the subject. No adjustments were -
necessary.

In analyzing the sales, specific consideration is given to all of the factors as
— —— ——————discussed-above-After considering all of the-differences,-it was determined
that one of the sales required downward adjustment and two upward
adjustments. When analyzing the sales on a per square foot basis, they
show the following trends: '

$902.56
$1,260.00
$1,135.69 |
$1,138.79

The sales generally show a tight range of unit values before and after
adjustment. Minimal adjustments were made to the sales. In this instance,
a unit value of $1,150.00/SF is selected. Hence, the following valuation:
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Land = 15,200 SF @ $1,150/SF = $17,480,000.00
'ADJUSTED TO = $17.480,000.00

Cost Approach: :

In the Cost Approach, the appraisers have considered the current costs of
replacing the property or building improvements. When possible, the costs
are obtained from a variety of sources that can include the Marshall Swift
National Cost Index source, contractor's estimates, and the appraisers' own
continuing cost files. These cost files consist of information on similar
projects throughout the area, as well as existing projects in similar
neighborhoods. The costs are then adjusted to comply with the immediate
surrounding area.

The Cost Approach is typically most relevant when the property being
appraised involves proposed or new construction or when it is a special
use property and there is a lack of market data available. In addition, it is
also useful in appraising very old properties where the remaining
economic life on any building improvements is minimal.

The Cost Approach typically involves five steps, however, in some
instances; one or more steps may be omitted. These steps include the
following:

* Estimate the land value

* Estimate the direct cost of the building and site improvements
* Estimate any indirect or soft costs

* Estimate a developer's or entrepreneurial profit

* Estimate and deduct any depreciation

*  Combining the depreciated cost and land value

The cost approach is purposely excluded from this appraisal. The valuation
considers land only and no consideration is given to any improvements on
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the property.

Income Approach:

The final method of valuation used in the appraisal is the Income
Capitalization Approach. In the analysis of properties, the Income
Approach is used to derive a value indication by converting the anticipated
benefits from possible rental income into a value estimate. This approach
takes into consideration the possible risks that are associated with
comparable properties as well as a suitable rate of return or capitalization
rate. The capitalization rate is derived from the comparable sales that were
“discussed in the Sales Comparison Approach. There are essentially four
steps in valuing the property in the Income Capitalization Approach.
These include the following:

Estimating anticipated income

*» Estimating and deducting a suitable vacancy rate and collection
 loss,

* Estimating and deducting applicable expenses

* Selection of a suitable capitalization rate

After all vacancy and expenses are deducted from the anticipated gross
income, the resulting net income is 'capitalized into a value estimate. Each
of these steps will be discussed in further detail as they pertain-to the
project. A ’

The income approach is not considered in this appraisal.
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XIX.

D.  Final Value Opinioh - As Is:

Sales Comparison Approach = $17,480,000.00
Cost Approach = ' Not Included
Income Capitalization Approach = Not Included

Final Value Opinion = | $17,480,000.00

In the case of this appraisal, consideration is only given to the sales
comparison approach. It is the most applicable method in the valuation of
the property as improved.

Exposure Time:

Exposure time is always presumed to precede the effective date of appraisal, while
marketing time is expected to follow the effective date of appraisal. Exposure time
is defined as follows:

Exposure Time: ‘
"1.  The time a property remains on the market.

2. The estimated length of time 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 estimate based upon an analysis of past
events assuming a competitive and open market. Exposure time is
always presumed to occur prior to the effective date of the
appraisal. The overall concept of reasonable exposure
encompasses not only adequate, sufficient and reasonable time but
also adequate, sufficient and reasonable effort. Exposure time is
different for various types of real estate and value rénges and under
various market conditions. (Appraisal Standards Board of The
Appraisal Foundation, Statement on Appraisal Standards No. 6,
"Reasonable Exposure Time in Market Value Estimates,” October
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1992)."

An exposure time of 6 months is appropriate for the subject considering recent
economic conditions.
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CONFIDENTIALITY OF SOURCES

CERTIFICATION, QUALIFICATIONS
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CONFIDENTIALITY OF SOURCES

The names of persons, who provide information
as to sales, rents, marketing time, etc., have

purposely been excluded from this document.

This is to protect our confidential sources of data

for future assistance.
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CERTIFICATION

I, Gregg J. Palmer, certify:

That | have made a personal inspection of the property that is the subject of this
report, and have considered all of the pertinent facts affecting the value thereof.

That all market data pertaining to the final value opinion has been accumulated from
various sources and, where possible, personally examined and verified as to details,
motivation and validity.

That as of the date of this report, | have completed the requirements of the continuing
education program of the Appraisal Institute. | am also a Certified General Appraiser,
per the Office of Real Estate Appraisers, State of California, License No. AG002880.

That the statements of fact contained in this report are true and correct.

That the reported analysis, opinions, and conclusions are limited only by the reported
assumptions and limiting conditions, and are our personal, impartial, and unbiased
professional analyses, opinions, and conclusions.

That | have no present or prospective interest in theproperty or the transaction that is
the subject of this report, and we have no personal interest with respect to the partles
involved.

That | have no bias with respect to the property that is the subject of this report or to
the parties involved with this assignment.

That my engagement in this assignment was not contingent upon developlng or
reporting predetermined results.

That our compensation for completing the assignment is not contingent upon the
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.
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CERTIFICATION, CONTINUED

That my analyses, opinions, and conclusions were developed, and this report has
been prepared, in conformity with the Uniform Standards of Professional Appraisal
Practice and the requirements of the Code of Professional Ethics and Standards of
Professional Appraisal Practice of the Appraisal Institute.

That no one provided significant professional assistance to the person signing this
report. -

That the use of this report is subject to the requirements of the Appraisal Institute
relating to review by it's duly authorized representative(s).

The appraisal assignment was not based on a requested minimum valuation, a
specific valuation, or the approval of a loan.

That | have the appropriate education and experience to complete the assignment in a
competent manner. The reader is referred to the appraisers' statement of
qualifications in the Addenda.-

That the subject and the comparable sales relied upon in making said appraisal were
as represented by the photographs contained in said appraisal. .
That such appraisal has been made in conformity with the appropriate State and City
laws, Title VI of the 1964 Civil Rights Act, and regulations, policies and procedures
applicable to appraisal of right of way for such purposes, and that to the best of my
knowledge, no portion of the value assigned to such property consists of items which
are noncompensable under the established law of such State and/or City.

‘Unless otherwise noted in the scope of this report, | have provided no services
regarding the subject property as an appraiser or in any other capacity within the
three-year period immediately preceding acceptance of this assignment.

Gregg J. Pame?, MAI
AG002880 - Expires 4/24/2018
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GREGG J. PALMER, MAI

QUALIFICATIONS SUMMARY

Comprehensive experience in the appraisal of complex commercial, industrial, residential, apartment, agricultural,
~ and special purpose properties. Qualifications include MAI with the Appraisal Institute and candidacy as SR/WA
with International Right of Way Association. Additionally, certified with the California Office of Real Estate
Appraisers and holds a Bachelor of Arts Degree in English from Fresno State University.

CLIENT PROFILES

Performed a wide range of appraisal assignments for financial, legal, public, and private sector clients including:

Financial: Regency Bank, Western Bank, Great Western Bank, Fresno Bank of Commerce, San Joaquin Funding,
Builders Mortgage, Cambridge Capital, Mercury Savings & Loan, Republic Savings & Loan, PV Financial,
Central Bank, American National Bank, University Savings & Loan, Mitsubishi Bank, Bank of California,
Pacific First Bank, Tokai Bank, Wells Fargo Bank, Mineral King Bank, Capital Bank, imperial Thrift, United
Security Bank, TOPA Thrift & Loan, Money Store Investment Corp., Banc One, Bank of the Sierra,
WestAmerica Bank, Cypress Coast Bank, Stockton Savings Bank, Met-Life, Coopers & Lybrand, Truckee
River Bank, CB Commercial, J.P. Morgan, GMAC, Washington Capital, Washington Mortgage, Banc One
Capital Funding. '

Industry: Wilbur Ellis Company, Hydro Conduit, Fruehauf, Pacific Choice Brands, Penniman-Thermo King, Southern
Pacific Railroad, Southern California Edison. '

Public: Cities of Fresno, Hanford, Sanger, Coalinga, Firebaugh, Madera, Clovis; Counties of Fresno, Kings, Madera,
- and Tulare; Redevelopment Agencies of Fresno, Clovis, Visalia, Sanger and Tulare; Federal Deposit
Insurance Corporation (FDIC); Housing and Urban Development (HUD); California Housing Finance
Agency (CHFA); Federal Aviation Administration (FAA); Resolution Trust Corporation (RTC); Department of

Fish and Game.

Special Purpose: Convalescent hospitals, day care centers, churches, residential care facilities, senior citizen
apartment projects, subdivisions, assessment districts, historic properties, hotels, railroad rights-of-way.

Oil Companies: Shell, Chevron, Unocal, Atlantic Richfield, Texaco.

Schools: Districts of Kerman and Hanford.

DESIGNATIONS, AFFILIATIONS

MAI  Member Appraisal Institute Sacramento Sierra Chapter.
Fresno Chapter Newsletter Editor & Publisher (1992/1993).

SR/WA Candidate International Right-of-Way Association. Newsletter Editor & Publisher.
Chapter President 1996.

OREA  Office of Real Estate Appraisers, State of California. Certified General Real Estate Appraiser (2/4/92).
Certification No. AG002880 (valid through April 24, 2018).

14AR



(GREGG J. PALMER, MAI

Page Two
COURT
Superior Court of the State of California. Qualified as an Expert Witness
TEACHING
California State University, Fresno * Principles of Real Estate-

GEOGRAPHIC AREA

California: Counties of: Fresno, Madera, Merced, Stanislaus, Sacramento, Kings, Tulare, Kern, Inyo, San
Joaquin, Santa Barbara, Mono, Los Angeles, San Diego, Del Norte, Tehema, and Imperial.
Other States: Oregon

EDUCATION, PROFESSIONAL DEVELOPMENT

California State University, Fresno Bachelor of Arts Degree - English

American Institute of Real Estate Appraisers Real Estate Appraisal Principles, Basic Valuation Procedures,

__Standards of Professional Practice, Capitalization Theory &
Techniques Parts A & B, Case Studies in Real Estate
Valuation, Report Writing & Valuation Analysis

¢e e e
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LIMITING CONDITIONS

In acceptance of this aa%praisal assignment and the completion of the appraisal report

submitted herewith, it h

D

2)

3)

4

5)

6)

7)

been assumed by these appraisers:
Limit of Liability: :

The liability of James G. Palmer Appraisals Inc., and employees, is limited to the client only and to the fee actually

received by A):épraiser(s). Further, there is no accountability, obligation, or liability to any third party. If this report

is disseminated to 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(s) is in no way to be responsible for
any costs incurred to discover or correct any deficiencies of any type present in the properéy; physically,
financially, and/or legally. In the case of limited partnerships or syndication offerings or stock offerings in real
estate, client agrees tEat if a legal action is initiatetf by any lender, partner, part owner in any form of ownership,
fenant, or any other party, the client will hold the Appraiser completely harmless in any such action from any and
all awards or settlements of any type, regardless of outcome.

Copies, Publication, Distribution, Use of Report:

Possession of this rfffort or any copy thereof, does not carry with it the right to publication, nor may it be used for
other than its intended use; the physical report(s) remain the property of the Appraiser(s) for the use of the client,
the fee being for the analytical services only. No right is given to copy all or part of this report.

Except, as hereinafter provided, the client may distribute copies of this appraisal report in its entirely to such third
parties as he may select; however, selected portions of this appraisal report shall not be given to third parties
without the prior written consent of the signatories of this appraisal report. Neither all nor ang part of this
appraisal report shall be disseminated to the general public by the use of advertising media, public relations,
news, sales or other media for public communication without the prior written consent of the appraiser. (See last
itemn in following list for client agreement/consent.)

Confidentiality: .

This appraisal is to be used only in its entirety and no part is to be used without the whole report.  All conclusions
and opinions concerning the analysis as set forth in the report were prepared by the Appraiser(s) whose
signature(s) appear on the appraisal report, uniess indicated as "Review Appraiser’. No change of any item in the
report shall be made by anyone other than the Appraiser(s). The Appraiser(s) and firm shall have no responsibility
if any such unauthorized change is made. The Appraiser(s) may not divulge the material (evaluation) contents of
the report, analytical findings, or conclusions, or give a copy of this report to anyone other than the client or his
designee as specified in writing.

Information Use: ‘

No responsibility is assumed for accuracy of information furnished by work of others, the client, his designee, or
public records. 'We are not-liable for such information or the work of possible subcontractors. Be advised that
some of the people -associated with James G. Palmer Appraisals Inc. and signing the report are independent
contractors. The comparable data relied upon in this report has been confirmed with one or more parties familiar
with the transaction or from affidavit or other source though reasonable; ail are considered appropriate for
inclusion to the best of our factual judgment and knowledge. An impractical and uneconomic expenditure of
time would be required in attempting to fumnish unimpeachable verification in all instances, particularly as to
engineering and market-related information.

Testimony, Consultation, Completion, of Contract For Appraisal Service;

The contract for appraisal, consultation, or analytical service is fulfilled and the fotal fee is payable upon
completion of the report. The Appraiser(s) or those assisting in preparation of the report will not be asked or
required to give testimony in court or hearing because of having made the appraisal, in full or in part, nor engage
in post appraisal consultation with the client or third parties except under separate and special arrangement and at
additional fee. If testimony or deposition is required as a result of any subpoena, the client shall be responsible for
any additional time, fees, and charges, regardless of issuing party. :

Exhibits: '
Any sketches, maps, and photographs in this report are included to assist the reader in visualizing the property and
are not necessarily to scale. Site plans are not surveyed unless shown from separate surveyor,

Legal Engineering, Financial, Structural, or Mechanical Components; Soil Quality:

No responsibility is assumed for matters legal in character or nature, nor of any architectural, structural,
mechanical, or engineering nature. No opinion is rendered as to the title, which is presumed to be good and
merchantable. The property is appraised as if free and clear, unless otherwise stated in the appraisal report.

The legal description is assumed to be correct as used in this report furnished by the client, his designee, or as
derived by the Appraiser(s).
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8)

9)

10)

11

12)

Please note that no advice s given regarding mechanical equipment or structural integrity or adequacy, soils and
potential for settlement on drainage, matters concerning liens, title status, and legal marketability, and similar
matters. The client should seek assistance from qualified architectural, engineering, or legal professionals
regarding such matters. The lender and owner should inspect the property before any disbursement of funds.
Further, it is likely that the lender or owner may which to require mechanical structural inspections by a qualified
and licensed contractor, civil or structural engineer, architect, or other expert.

The Appraiser(s) has insrected as far as possible, by observation, the [and and the improvements; however, it was
not possible to personally observe conditions beneath the soil or hidden structural or other components. We have
not critically inspected mechanical components within the improvements and no representations are made herein
as to these matters unless specifically stated and considered in the report. The value estimate considers there
being no such conditions that would cause a loss of value. The land or the soil of the area being appraised
appears firm; however, subsidence in the area is unknown. The Appraiser(s} do not warrant against this condition
or occurrence of problems arising from soil conditions.

The appraisal is based upon there being no hidden, unapparent, or apparent conditions of the site, subsoil, or
structures or toxic materials which would render it more or less valuable. No responsibility is assumed for any
such conditions or for any expertise or engineering to discover them. All mechanical components are assumed to
be in operable condition and status standard for properties of the subject type. Conditions of heating, cooling,
ventilating, electrical and plumbing equipment is considered to be commensurate with the condition of the
balance of the improvements unless otherwise stated. No judgment may be made by use as to adequacy of
insulation, type of insulation, or energy efficiency of the improvements or equipment which is assumed standard
for the subject property's age and type.

if the Appraiser(s) has not been supplied with a termite inspection, survey or occupancy permit, no responsibility
or representation is assumed or made for any costs associated with obtaining same or for any deficiencies
discovered before or after they are obtained. No representations or warranties are made concerning the above
mentioned items.

The Appraiser(s) assumes no responsibility for any costs or consequences arising due to the need,, or the lack of
need for flood hazard insurance. An agent for the Federal Flood Insurance Program should be contracted to
determine the actual need for Flood Hazard Insurance. :

Legality of Use:

The appraisal is based on the premise that there is full compliance with all applicable federal, state, and local
environmental regulations and laws unless otherwise stated in the report, and that all applications zoning,
building, use regulations and restrictions of all types have been complied with unless otherwise stated in the
report. It is further assumed that all required licenses, consents, permits, or other legislative or administrative
approvals from all applicable local, state, federal -and/or private authorities have been or can be obtained or
renewed for any use considered in the value estimate. :

Component Values:

_The allocation_of the total valuation_in_this_report between land_and_improvements,_if_included. in_this. report,

applies only under the use of the property which is assumed in this report. The separate valuations for land and
building must not be used in conjunction with any other appraisal and are invalid if so used.

Auxiliary and Related Studies:

No environmental or impact studies, special market study or analysis, special highest and best use study or
feasibility study has been requested or made unless specified in an agreement for services or so stated in this
report.

Dollar Values, Purchasing Power:
The market value estimate and the cost used are as of the date of the estimate of value. All dollar amounts are
based on the purchasing power and value of the dollars as of the date of the value estimate.

Value Change, Dynamic Market, Influences, Alteration of Estimate By Appraiser:

The estimated market value, which is defined in the report, is subject to change with market changes over time.
Value is highly related to exposure, time, promotional effort, terms, motivation, and conditions. The value
estimate considers the productivity and relative attractiveness of the property physically and economically in the
marketplace as of the date of value.

In cases of appraisals involving the capitalization of income benefits, the estimate of market value or investment
value or value in use is a reflection of such benefits and Appraiser's interpretation of income and yields and other
factors derived from general and specific client and market information. Such estimates are as of the date of the
estimate of value, and they are thus subject to change as the market changes.

The "Estimate of Market Value" in the appraisal report is not based in whole or in part upon race, color, or
national origin of the present owners or occupants of the properties in the vicinity of the property appraised.

The appraisal report and value estimate are subject to change if the physiéal or legal entity or the terms of
financing are different from what is set forth in this report.
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13)

14)

15)

16)

17)

18)

19)

20)

21)

22)

23)

24)

25)

Inclusions:

Except as specifically indicated and typically considered as a part of the real estate, furnishings, equipment, other
personal property, or business operations have been disregarded with only the real estate being considered in the
value estimate., In some property types, business and real estate interests and values are combined but only if so
stated. :

Proposed improvements, Conditioned Value:

Improvements proposed, if any, onsite or offsite, as well as any repairs required are considered for gurposes of this
appraisal to be completed in good and workmanlike manner according to information submitted and/or
considered by the appraisers. In cased of proposed construction, the appraisal is subject to change upon
inspection of the property.after construction is completed. This estimate of market value is as of the date shown,
as proposed, as if completed, and operating at levels shown and projected, unless otherwise stated. :

Management of the Property:
It is assumed that the property which is the subject of this report will be under typically prudent and competent
management, neither inefficient nor superefficient.

Fee: :
The fee for this appraisal or study is for the service rendered and not solely for the time spent on the physical
report or the physical report itself. ‘

Insulation and Toxic Materials:

Unless otherwise stated in this report, the Appraiser(s) signing this report have no knowledge concerning the
presence or absence of toxic materials and/or unreaformaldehyde foam insulation in existing improvements. If
such is present, the value of the property may be adversely affected.

Change, Modifications: :
The Appraiser(s) reserve the right to alter statements, analyses, conclusions or any value estimate in the appraisal

if there becomes known to them facts pertinent to the appraisal process which were unknown when the report
was finished.

Limiting Conditions: : )
This report sets forth all of the limiting conditions affecting the analysis, opinions, and conclusions contained in
this report.

Acceptance:
Acceptance and/or use of this appraisal report by the client or any third party constitutes acceptance of the above

conditions. Appraiser liability extends only to the stated client and not to subsequent parties or users. And the
liability is limited to the amount of fee received by the Appraiser(s).

Americans with Disabilities Act:

The Americans with Disabilities Act (ADA) became effective January 26, 1992. We have not made a specific
compliance survey and analysis of the property to determine whether or not it is in conformity with the various -
detailed requirements of the ADA. It is possible that a compliance survey of the property, together with a detailed
analysis of the requirements of the ADA could reveal that the property is not in compliance with one or more of
the requirements of the Act. If so, this could have a negative éffect on the property's market value. Since we have
no direct evidence relating to this issue, we did not consider possible rion-compliance with the requirements of .
the ADA in our market value estimates. :

Fair Housing Amendments Act: .

In accordance with the Fair Housing Amendments Act, it Is illegal for an Appraiser(s) to discriminate against any
person because of race, color, religion, sex, hardship, familial status, or national origin. This appraisal complies
with alll rules and regulations prohibiting discrimination on the basis of race, color, religion, sex, nation origin, and
marital status. :

Year 2000 Compliance:

Unless otherwise stated in this report, problems with year 2000 compliance were not investigated, nor called to
the attention of, nor did the appraiser become aware of such during the appraiser's inspection. Problems with
year 200 compliance of embedded systems and the cost to correct them would affect the value of the property,
but the appraiser is not qualified fo recognize or estimate the cost. This appraisal is predicated on the assumption
that no such year 2000 problems exist and no responsibility is assumed for any such problems, nor for any
expertise or knowledge required to discover them.

Unforeseeable Events: .
The appraiser cannot be held responsible for unforeseeable events that alter market conditions (that occur
subsequent to the date of the preparation of the report, but) prior to the effective date of the appraisal. '

Prospective Valuation:

In preparing appraisals that include prospective (future) valuations, the appraiser cannot be held responsibie for
the unforeseeable events that alter market conditions (those that occur subsequent to the date of preparation of the
report but, prior to the effective date of appraisal).
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PARCELQUEST San Francisco, CA CARMEN CHU, ASSESSOR ,'

Parcel# (APN): 3703 -162

Parcel Status:

Owner Name: 1036 MISSION ASSOCS LP

Mailing Addr: 201 EDDY ST SAN FRANCISCO CA 94109

Legal Description:

Total Value: Use Code: va . Use Type: VACANT

1and Value: Tax Rate Area: 001-000 Zoning: - C3G
Impr Value: Year Assd: 2015 Census Tract: 176.01/2
Other Value: Property Tax: 4 Price/SqfFt:

% Improved: 0% Delinguent Yr:

Exempt Amt: HO Exempt: N

Salel © Sale2 Sale3 Transfer

Recording date: 09/25/2015
Recording Doc: ' . ' K137764
IFields. Doc type: ‘

Transfer Amount:

“Seller (Grantor):
Ist Trust Dd Amt:
2nd Trust Dd Amt:

Bedrooms: Fireplace: Units:
Baths (Full): A/C: Stories:
Baths (Half): Heating: Quality:
Total Rooms: " Pool: Building Class:
Bldg/Liv Area: Park Type: o Condition:
Lot Acres: . 0.348 Spaces: Site influence:
Lot SqFt: 15,200 Garage SqgFt: Timber Preserve:
Year Built: Bsmt SqFt: N/A Ag Preserve:

- Effective Year:
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PARCELOQUEST

Parcel# (APN): 3703 -162

Parcel Status:

Owner Name: 1036 MISSION ASSOCS LP

Mailing Addr: 201 EDDY ST SAN FRANCISCO CA 94109

Legal Description:

Total Value: Use Code: vcl Use Type: VACANT

Land Value: Tax Rate Area: 001-000 Zoning: C3G
Impr Value: . Year Assd: 2015 Census Tract: 176.01/2
Other Value: ' Property Tax: : Price/SgFt:

% Improved: 0% Delinquent Yr:

Exempt Amt: HO Exempt: N

Grade Comp. Irr Cap. Non-lr. - Storie
Symbol Name ) Slope. Class Cap. Class Index Acres Parcel %
O 131 ubaniand 8 8 347 100.00%.

347
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SAN FRANCISCO |
PLANNING DEPARTMENT

Property Report: 1036 MISSION STREET

General information related to properties at this location.

"PARCELS (Block/Lot):
3703/079
3703/162

PARCEL HISTORY:
3703/079 became 3703/162 on 10/8/2015
3703/080 became 3703/162 on 10/8/2015

ADDRESSES:
1036 MISSION ST, SAN FRANCISCO, CA 94103 (parcel 3703/079)

NEIGHBORHOOD:

1454 :



South of Market

“URRENT PLANNING TEAM:
NE Team

PLANNING DISTRICT:
District 4: Downtown

SUPERVISOR DISTRICT:
- District 6 (Jane Kim)

CENSUS TRACTS:
2010 Census Tract 017601

TRAFFIC ANALYSIS ZONE:
Traffic Analysis Zone: 666

RECOMMENDED PLANTS:

Would you like to grow plants that create habitat and save water? Check out the plants that we would recommend for this
property at SE_Plant Finder.

CITY PROPERTIES:
None

/ORT FACILITIES:
None

ASSESSOR'S REPORT:

Address: 1036-1040 MISSION #000ST
Parcel: 3703162
Assessed Values:
Land: -
Structure: -
Fixtures: -
Personal Property: -
Last Sale: -
Last Sale Price: -
Year Built: -
Building Area: -
Parcel Area: 15,200 sq ft
Parcel Shape: Rectangular
Parcel Frontage: -
Parcel Depth: 60 ft
Construction Type: -
Use Type: Vacant Lot Comm and Ind
Units: -
Stories: -
Rooms: -
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Bedrooms: -
Bathrooms: -
Basement: -

Zoning Report: 1036 MISSION STREET
Planning Department Zoning and other regulations.

ZONING DISTRICTS:
C-3-G - DOWNTOWN- GENERAL

HEIGHT & BULK DISTRICTS:
120-X

SPECIAL USE DISTRICTS:
Within 1/4 Mile of the Fringe Financial Services RUD
* Within 1/4 Mile of an Existing Fringe Financial Service

SPECIAL SIGN DISTRICTS:
None

LEGISLATIVE SETBACKS:
None

COASTAL ZONE:
Not in the Coastal Zone

PORT:
Not under Port Jurisdiction

LIMITED AND NONCONFORMING USES:
None

NEIGHBORHOOD-SPECIFIC IMPACT FEE AREAS:

In addition to those impact fees that apply throughout the City, the following neighborhood-specific impact fees apply to this
particular property: , :

Downtown Park Fee

An overview of Development Impact Fees can be found on the Impact Fees website.

REDEVELOPMENT AREAS:

None

OTHER INFORMATION:
Control: Seismic Hazard - Liquefaction )
Description: CEQA Impact: an Environmental Evaluation Application may be required for some types of
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Added:

developi.ent.
Additionally, any new construction is subject fo a mandatory Interdepartmental Project Review.

3/20/2013

Control: PC Section 155(r)

Description: Curb Cut Restrictions (Sec. 155(r))

Added:

Control: Flood Notification

Description: This fot is in a block that has the potential fo flood during storms. See the accompanying notice.
Applicant to contact Cliff Wong at 554-8339.

Added: 2/25/2008

Control: Stormwater Management Ordinance )

Description: Projects that disturb 5,000 square feet or more of the ground surface must comply with the
Stormwater Design Guidelines and submit a Stormwater Control Plan o the SFPUC for review. To
view the Guidelines and download instructions for preparing a Stormwater Control Plan, go to
http://stormwater.sfwater.org/ . Applicants may contact stormwaterrewew@sfwater org for
assistance..

Added: 8/6/2010.

Control: Fringe Financial Service RUD 1/4-mile buffer .

Description: No new fringe financial services shall be permitted as a principal or accessory use in the Fringe
Financial Service RUD. The controls of this Section 249.35 shall also apply within a %z-mile of the
Fringe Financial Service RUD

Added: 8/20/2012

Control: Fringe Financial Service 1/4-mile buffer

Description: No new fringe financial service shall be permitted asa principal or accessory use within % mile of

. an existing fringe financial service

Added: 8/20/2012

Control: Health Code Article 38 Air Pollutant Exposure Zone

-Description: Site is located in an area with elevated pollutant concentrations. Sensitive use buildings, as defined
in the Applicability section of the Ordinance, must comply with Health Code Article 38.

CEQA Impact: An Environmenta! Evaluation Application may be requxred for projects that generate
air pollutants.

Added: 121712014

Control: Vision Zero Program

Description: The project is located on a "high-injury corridor’, identified through the City’s Vision Zero Program.
The Sponsor is encouraged to incorporate pedestrian safety streetscape measures into the project.
if the project is required to submit a streetscape plan per Section 138.1 of the Planning Code,
planners should refer the project to the Departiment’s Streetscape Design Advisory Team for
consideration of additional pedestrian safety streetscape measures

Added: '

Control: Noise Regulations Near Places of Entertainment.

Description: Projects within 300 feet of a Place of Entertainment may be subject to an Entertainment
Commission outreach process if they: :

() Are subject to the Planning Department's requirement for a Preliminary Project Assessment for
residential use, pursuant to Planning Department policy;
(b) Are subject to the Planning Department’s Pre-Application Meeting requirement for new
construction, pursuant to Planning Department policy; or
{c) Are proposing a conversion of a structure from non-residential use to residential use.
Added: 5/5/2015
LANNING AREAS:

Planning Area:

Downtown
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MAYOR'S INVEST IN NEIGHBORHOODs> (NITIATIVE AREA:
Within a Mayar's Invest in Neighborhoods Initiative Area

COMMUNITY BENEFIT DISTRICT:
Within a Community Benefit District: Central Market

SCHOOLS:
Within 1,000ft of:
Within 1,000ft of:
* Within 1,000ft of:
Within 1,000ft of:

De Marillac Academy

Cross Cultural Family Center - Turk Street Center
Larkin Street Youth Services Academy

Kids By The Bay Preschool

NOTICE OF SPECIAL RESTRICTIONS:

NSR No.: J096004

Restriction: To allow constrution of a new mixed use building containing approximatley 100 affordable dwelling
units, 1250 sq ft. Of a ground floor retail space, common cummity rooms and no off street parking
space in a C-3-G.

Permit No: 20071464X

NSR Date: 12/8/2010
View Notice of Special Restrictions

NSR No.: J0S6005

Restriction: To allow costruction of a new mixed use building containing approximatly 100 all affordable dwelling
units, 1250 sq it. of the ground floor retail space, common community rooms.

Permit No: 20071464C

NSR Date: 12/8/2010
View Notice of Special Restrictions

NSR No.: J096006

Restriction: To construct a new 9 to 13 story mixed uesd building approxmatley 120 ft. in maximum height with

- 115,000 gsf of floor area on a current surface parking lot.
Permit No: 20071464V
'NSR Date: 12/8/2010

View Notice of Speo;a! Restrlcnons

ZONING LETTERS OF DETERMINATION:

Planning App. No::

" Planner:
Record Type:
Opened:
Name:
Description:
Status:
Parcel:

. Further Information:

Related Records:

11218ZAD

Kate Conner Tel: 415-575-6914

Zoning Administrator Determination Letter (ZAD)

6/24/2013 : -
1036 Mission Street (3703/079 & 080); Letter of Determination

1036 Mission Strest (3703/079 & 080); Letter of Determination

Closed - Issued 10/9/2013

View
None

Historic Preservation Report: 1036 MISSION STREET

Historic preservation surveys and evaluations. The Historic Resource status shown on this page is tentative, to confirm the status
of your property please speak to a Preservation Technical Specialist. Tel: 415-558-6377; Email: pic@sfgov.org
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HISTORIC EVALUATION:

Parcel: 3703079
Building Name:
Address: 521 JESSIE ST

Planning Dept. Historic Resource Status: B - Unknown [ Age Eligible

ARTICLE 10 DESIGNATED HISTORIC DISTRICTS AND LANDMARKS:
None

%

ARTICLE 11 PRESERVATION DESIGNATION:
None

NATIONAL REGISTER HISTORIC DISTRICTS:
None -

CALIFORNIA REGISTER HISTORIC DISTRICTS:
None

HISTORIC RESOURCE EVALUATION RESPONSES:
None

HISTORIC SURVEYS:
None

View DPR Survey Form for Parcel 3703079

HISTORIC CONTEXT STATEMENTS:
None

ARCHITECTURE:
Unknown

Planning Applications Report: 1036 MISSION STREET

Permits are required in San Francisco to operate a businesses or to perform construction activity. The Planning Department
reviews most applications for these permits in order fo ensure that the projects comply with the Planning_ Code. The 'Project' is
the activity being proposed.

PLANNING APPLICATIONS:

2016-004050GPR ' Steve Wertheim Tel: 415-558-6612
General Plan Referral (GPR) 1036 Mission St '

The property is currently owned by Tenderloin Neighborhood Development Corp and will transfer to MOHCD in June. At that
time, MOHCD will enter into a long term ground lease with TNDC in which TNDC will build 83 affordable units for families.

OPENED STATUS ADDRESS FURTHER INFO
3/29/2016 Closed - Approved View
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4/22{2016
RELATED RECORDS: None

2015-001457LLA ' Anne Brask Tel: 415-575-9078
Lot Line Adjustments-REF (LLA) 521 Jessie Street (aka 1036-1040 Mission Street) '

Lot Line Adjustment - Merge two (2) lots into one (1).

OPENED STATUS ADDRESS FURTHER INFO
2/10/2015 Closed - Approved 521 JESSIE ST 94103 View
2/17/2015

RELATED RECORDS: None

2014.0103V Kate Conner Tel: 415-575-6914
Variance (VAR) 1036-1040 Mission Street ‘

A 9 story mid-rise residential building, housing 83 afforable units ranging from studios (junior one-bedrooms to three bedroom
flats. The project also includes common rooms, management offices, laundry, lobby, circulation & supportive service spaces
designed to serve the intended family population. The 963 sq. ft. ground floor retail space is intended for neighborhood-serving
retail, or could beused for non-profit use. The proposed project would include new sidewalks, utility infrastructue & landscapring
as well as common open space. No off-street parking is proposed, but the project includes the requisite 84 fully compliant
_bicycle parking spaces and an additional 60 non-compliant bicycle parking spaces.

OPENED STATUS ADDRESS FURTHER INFO
111612014 Closed - Approved 1036 MISSION ST 94103 - View '
: 6/26/2014
RELATED RECORDS: 20140103
- 2014.0103V
20140103 o Kate Conner Tel: 415-575-6914

Project Profile (PRJ) 1036-1040 Mission Street
A9 story mid-rise residential building, housing 83 afforable units ranging from studios (junior one-bedrooms to three bedroom
flats. The project also includes common rooms, management offices, laundry, lobby, circulation & supportive service spaces

designed to serve the intended family population. The 963 sq. ft. ground floor retail space is intended for neighborhood-serving
retail, or could beused for non-profit use. The proposed project would include new sidewalks, utility infrastructue & landscapring

as well as common open space. No off-street parking is proposed, but the project includes the requisite 84 fully compliant
bicycle parking spaces and an additional 60 non-compliant bicycle parking spaces.

OPENED STATUS ~ ADDRESS FURTHER INFO

1/16/2014 Closed 1036 MISSION ST 94103 ~ View
RELATED RECORDS: 2014.0103 RELATED BUILDING PERMITS: 201406269523
- 2014.0103C
-2014.0103V° -
-2014.0103X
2014.0103X Kate Conner Tel: 415-575-6914

Downtown Exception-309 (DNX) 1036-1040 Mission Street

A 9 story mid-rise residential building, housing 83 afforable units ranging from studios (junior one-bedrooms to three bedroom
flats. The project also includes common rooms, management offices, laundry, lobby, circulation & supportive service spaces
designed to serve the intended family population. The 963 sq. ft. ground floor retail space is intended for neighborhood-serving
retail, or could beused for non-profit use. The proposed project would include new sidewalks, utility infrastructue & landscapring
as well as common open space. No off-street parking is proposed, but the project includes the requisite 84 fully compliant
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bicycle parking spaces and an additic. .al 60 non-compliant bicycle parking spaces.

OPENED STATUS : ADDRESS FURTHER INFO
1/16/2014 Closed - Approved 1036 MISSION ST 94103 View
5/1/12014
RELATED RECORDS: 2014.0103
- 2014.0103X
2014.0103C . Kate Conner Tel: 415-575-6814

Conditional Use Authorization (CUA) 1036-1040 Mission Street

A 9 story mid-rise residential building, housing 83 afforable units ranging from studios (junior one-bedrooms to three bedroom
flats. The project also includes common rooms, management offices, laundry, lobby, circulation & supportive service spaces
designed to serve the intended family population. The 963 sq. ft. ground fioor retail space is intended for neighborhood-serving
retail, or could beused for non-profit use. The proposed project would include new sidewalks, utility infrastructue & landscapring
as well as common open space. No off-street parking is proposed, but the project includes the requisite 84 fully compliant

bicycle parking spaces and an additional 60 non-compliant bicycle parking spaces.

OPENED STATUS ADDRESS FURTHER INFO
1/16/2014 Closed - Approved 1036 MISSION ST 94103 View
5/1/2014
RELATED RECORDS: 2014.0103
: - 2014.0103C
2012.1513T Marlo Isaac Tel: 415-575-6835

Plan Code Amendment-LEG (PCA) - Mid Market Special Use District-

Potential Mid-Market Special Use District and related Planning Code Amendments

OPENED STATUS . ADDRESS FURTHER INFO
12/12/2012 Closed - Withdrawn 210 TAYLOR ST, SAN View
7/8/2013 FRANCISCO, CA
RELATED RECORDS: 2012.1513
. -2012.1513T
20121513 Marlo Isaac Tel: 415-575-6835

Project Profile (PRJ) Mid Market Special Use District

Potential Mid-Market Special Use District and related Plaﬁning Code Amendments

OPENED STATUS ADDRESS ' FURTHER INFO
12/12/2012 Closed 210 TAYLOR ST, SAN View
11/10/2014 FRANCISCO, CA
RELATED RECORDS: 2072.1513 RELATED BUILDING PERMITS: None
-2012.15137
2010.1014R ’ Joshua Switzky Tel: 415-575-6815

General Plan Referral (GPR) Mid-Market Redelopment Plan

Mid-Market Revelopment Plan. Proposed Redevelopment Plan in an area generally bound by Market, Fifth, Mission and Tenth
Streets. T-Case description: Potential Special Use District R- Case: Redevelopment Plan Review and Adoption

OPENED .STATUS ADDRESS FURTHER INFO
11/15/2010 Ciosed 210 TAYLOR ST, SAN View
12/12/2012 FRANCISCO, CA
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RELATED RECORDS: 2010.1014
- 2010.1014R

2010.1014T Joshua Switzky Tel: 41 5-575-681 5
Plan Code Amendment-LEG (PCA) Mid-Market Redelopment Plan

Mid-Market Revelopment Plan. Proposed Redevelopment Plan in an area generally bound by Market, Fifth, Mission and Tenth
Streets. T-Case description: Potential Special Use District R- Case: Redevelopment Plan Review and Adoption

OPENED STATUS ADDRESS " FURTHER INFO
11/15/2010 Closed . 210 TAYLOR ST, SAN View :
: 12/12/2012 FRANCISCO, CA ,
RELATED RECORDS: 2010.1014
- 2010.1014T
2010.1014E_ 3 . : ' Planning_Information Center Tel: 558-

6377
Environmental (ENV) Mid-Market Redelopment Plan

-Mid-Market Revelopment Plan. Proposed Redevelopment Plan in an area generally bound by Market, Fifth, Mission and Tenth
Streets. T-Case description: Potential Special Use District R- Case: Redevelopment Plan Review and Adoption

OPENED STATUS ADDRESS FURTHER INFO
11/10/2010 Closed - Cancelled 210 TAYLOR ST, SAN View

5/7/2012 FRANCISCO, CA
RELATED RECORDS: None

2010.1014 Planning Information Center Tel: 558-
. 6377

Project Profile (PRJ) Mid-Market Redelopment Plan

Mid-Market Revelopment Plan. Proposed Redevelopment Plan in an area generally bound by Market, Fifth, Mission and Tenth
- Streets. T-Case-description: Potential-Special Use District R~ Case: Redevelopment Plan Review and Adoption - -

OPENED STATUS ADDRESS FURTHER INFO
11/9/2010 Closed 210 TAYLOR ST, SAN View
5/9/2016 FRANCISCO, CA
RELATED RECORDS: 2070.1074 RELATED BUILblNG PERMITS: None
-2010.1014E
-2010.1014E-3
-2010.1014R
-2010.1014T
2010.1014E - Planning_Information Center Tel; 558-
6377

. Environmental (ENV) Mid-Market Redelopment Plan

Mid-Market Revelopment Plan. Proposed Redevelopment Plan in an area generally bound by Market, Fifth, Mission and Tenth
Streets. T-Case description: Potential Special Use District R- Case: Redevelopment Plan Review and Adoption

OPENED STATUS ADDRESS FURTHER INFO
11/9/2010 Closed - Cancelled 210 TAYLOR ST, SAN : View
: 5/7/2012 FRANCISCO, CA

RELATED RECORDS: 2010.1014
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-2010.1074..

2007.1464C AHOLLIST Tel: 558-6377
Conditional Use Authorization (CUA) 1038-1040 MISSION ST

100% Affordable residential mid-rise, 106-du, with ground-floor retail, approx 116,055-gsf total, on two lots, in one structure with
two bldg two masses— one 13-story, one 8-story —-and two City Carshare spaces, on existing surface parking lot. (As of 11-5-
2008 —- "X" for construction of +/- 100 ali-affordable d.u.'s in a 9- to 13-story bldg. w/ +/- 114,380 sa. ft., no off-street parking, &
+/- 1,256 sq. ft. retail/non-profit space incl. request for exceptions for rear yard, building bulk & off-street loading - "C" for
addltlonal floor area over base FAR (+/- 7.7:1) pursuant to Code Section 124(f) -- & "V" for usable open space (Code Section
135) & dwelling-unit exposure (Code Section 140).

OPENED STATUS ADDRESS FURTHER INFO
11/5/2008 Closed - Approved View
5/14/2009
RELATED RECORDS: 2007.1464
- 2007.1464C
2007.1464V ‘ ' AHOLLIST Tel: 558-6377

Variance (VAR) 1036-1040 MISSION ST

100% Affordable residential mid-rise, 108-du, with ground-floor retail, approx 116,055-gsf total, on fwo lots, in one structure with
two bldg two masses— ong 13-story, one 8-story —and two City Carshare spaces, on existing surface parking lot. (As of 11-5-
2008 -~ "X" for construction of +/- 100 all-affordable d.u.'s in a 9- to 13-story bldg. w/ +/- 114,380 sg. ft., no off-street parking, &
+/- 1,256 sq. ft. retail/non-profit space incl. request for exceptions for rear yard, building bulk & off-street loading — "C" for
additional floor area over base FAR (+/- 7.7:1) pursuant to Code Section 124(f) -- & "V" for usable open space (Code Section
135) & dwelling-unit exposure (Code Section 140).

OPENED STATUS ADDRESS FURTHER INFO
11/5/2008 Closed - Approved View
1/14/2010
RELATED RECORDS: 2007.1464
- 2007.1464V
2007.1464X AHOLLIST Tel: 558-6377

Downtown Exceptlon-309 (DNX) 1036-1040 MISSION ST

100% Affordable residential mid-rise, 106-du, with ground-floor retail, approx 116,055-gsf total, on two lots, in one structure with

two bidg two masses— one 13-story, one 8-story —-and two City Carshare spaces, on existing surface parking lot. (As of 11-5-

2008 -- "X" for construction of +/- 100 all-affordable d.u.'s in a 9- to 13-story bldg. w/ +/- 114,380 sq. ft., no off-street parking, &

+/- 1,256 sq. ft. retail/non-profit space incl. request for exceptions for rear yard, building bulk & off-street loading - "C" for
additional floor area over base FAR (+/- 7.7:1) pursuant to Code Section 124(f) -- & "V" for usable open space (Code Section

135) & dwelling-unit exposure (Code Section 140).

OPENED STATUS ADDRESS FURTHER INFO
11/5/2008 Closed - Approved View
5/14/2009 :
RELATED RECORDS: 2007.1464
' - 2007.1464X
7611PRV . ' JMILLER Tel: 558-6377

Project Review Meetings 1036 Mission St - discuss massing revisions and shadow studies for construction of an affordable
(PRV) housing with 106 units.

1036 Mission St - discuss massing revisions and shadow studies for construction of an affordable housing with 108 units.
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OPENED STATUS | ADDRESS FURTHER INFO

5/29/2008 Closed - Informational View
6/3/2008

RELATED RECORDS: None

7349PRV ‘ ’ JMILLER Tel: 558-6377
Project Review Meetings {PRV) 1036 Mission St. - Construction of an affordable housing with 106 unlts

1036 Mission St. - Construction of an affordable housing with 106 units.

OPENED STATUS ADDRESS ' FURTHER INFO

2/11/2008 Closed - Informational View
2/26/2008

RELATED RECORDS: None

2007.1464E . ACONTRER Tel: 558-6377
Environmental (ENV) 1036-1040 MISSION ST ' :

100% Affordable residential mid-rise, 106-du, with ground-floor retail, approx 116,055-gsf total, on two lots, in one structure with
two bidg two masses— one 13-story, one 8-story --and two City Carshare spaces, on existing surface parking lot. (As of 11-5-

. 2008 - "X" for construction of +/- 100 all-affordable d.u.'s in a 9- to 13-story bidg. w/ +/- 114,380 sq. ft., no off-street parking, &
+- 1,256 sq. ft. retail/non-profit space incl. request for exceptions for rear yard, building bulk & off-street loading — "C" for
additional floor area over base FAR (+/- 7.7:1) pursuant to Code Section 124(f) -- & "V" for usable open space (Code Section
135) & dwelling-unit exposure (Code Section 140).

OPENED STATUS ADDRESS FURTHER INFO
12/21/2007 Closed - CEQA Clearance View
Issued
4/22/2009
RELATED RECORDS: 2007.1464
- 2007.1464F
2007.1464K o - ~ AHOLLIST Tel: 558-6377

Shadow Study (SHD) 1036-1040 MiSSION ST

100% Affordable residential mid-rise, 106-du, with ground-floor retail, approx 116,055-gsf total, on two lots, in one structure with
two bldg two masses— one 13-story, one 8-story —and two City Carshare spaces, on existing surface parking lot. (As of 11-5-
2008 — "X" for construction of +/- 100 all-affordable d.u.'s in a 9- to 13-story bldg. w/ +/~ 114,380 sq. ft., no off-street parking, &

- +/- 1,256 sq. ft. retail/non-profit space incl. request for exceptions for rear yard, building bulk & off-street loading - "C" for
additional floor area over base FAR (+/- 7.7:1) pursuant o Code Section 124(f) -- & "V" for usable open space (Code Section
135) & dwelling-unit exposure (Code Section 140).

OPENED STATUS ADDRESS FURTHER INFO
12/21/2007 Closed , View
6/25/2008 :
RELATED RECORDS: 2007.1464
- 2007.1464K
2007.1464 Planning Information Center Tel: 558~

6377
Project Profile (PRJ) 1036-1040 MISSION ST

100% Affordable residential mid-rise, 106-du, with ground-floor retail, approx 116,055-gsf total, on two lots, in one structure with.
two bldg two masses— one 13-story, one 8-story --and two City Carshare spaces, on existing surface parking lot. (As of 11-5-
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2008 -- "X" for construction of +/- 100 ail-affordable d.u.'s in a 9- to 13-story bidg. w/ +- 114,380 sq. ft., no off-street parking, &
+/- 1,256 sq. ft. retail/non-profit space incl. request for exceptions for rear yard, building bulk & off-street loading — "C" for
additional floor area over base FAR (+/- 7.7:1) pursuant to Code Section 124(f) -- & "V" for usable open space (Code Section
135) & dwelling-unit exposure (Code Section 140).

OPENED STATUS ADDRESS FURTHER INFO
12/21/2007 : Closed View
RELATED RECORDS: 2007.1464 RELATED BUILDING PERMITS: None
- 2007.1464C :
- 2007.1464E
- 2007.1464K
- 2007.1464V
- 2007.1464X -
1985.533T BEB Tel: 558-6377

Plan Code Amendment-LEG (PCA) CCSF, Market, Stevenson

Conversion Note: source filedate was 5o record opened date was set to January 1st of case number year - Change Height &
Bulk districts, proposed 90' height limit generally allowed with selected CUs for additional height for below market-rate housing.

OPENED STATUS ’ ADDRESS FURTHER INFO

1/1/1985 Closed 45 MASON ST, SAN  View
- FRANCISCO, CA 94102

RELATED RECORDS: 1985.533

- 1985.533T

1985.220 . Planning Information Center Tel: 558~

. 6377
Project Profile (PRJ) Mid-Market St. Revitalization
Mid-Market St. Revitalization and Conservation District '
OPENED STATUS ADDRESS ' - FURTHER INFO
1/1/1985 Closed 45 MASON ST, SAN View

FRANCISCO, CA 94102
RELATED RECORDS: 1985.220 ' RELATED BUILDING PERMITS: None
) R - 1985.220F :
1985.220E . Planning Information Center Tel: 558~
6377
Environmental (ENV) Mid-Market St. Revitalization
Mid-Market St. Revitalization and Conservation District
OPENED STATUS ADDRESS FURTHER INFO
1/1/1985 Closed . © 45 MASON ST, SAN View
4 FRANCISCO, CA 94102
RELATED RECORDS: 1985.220
- 1985.220F

1985,5332 ‘ BEB Tel: 558-6377

Zoning Map Amendment-LEG (MAP) CCSF, Market, Stevenson

Conversion Note: source filedate was so record opened date was set to January 1st of case number year - Change Height &
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Bulk districts, proposed 90' height fim. genérally allowed with selected CUs for additio: .ai height for below market-rate housing.

OPENED STATUS
1/1/1985 Closed

RELATED RECORDS: 1985.533
- 1985.533Z

ADDRESS FURTHER INFO

45MASON ST, SAN View
FRANCISCO, CA 94102 :

1985.533

Project Profile (PRJ) CCSF, Market, Stevenson

Planning_Information Center Tel: 558-
6377

Change Height & Bulk districts, propoéed 90" height limit generally allowed with selected CUs for additional height for below

market-rate housing.

OPENED STATUS
1/1/1985 Closed

RELATED RECORDS: 7985.533
- 1985.533T
- 1985.563372

ADDRESS FURTHER INFO

45 MASON ST, SAN View
FRANCISCO, CA 94102

RELATED BUILDING PERMITS: None

SHORT TERM RENTALS:
None

Building Permits Report: 1036 MISSION STREET

Applications for Building Permits submitted to the Department of Building Inspection.

BUILDING PERMITS:

Permit: 201406269523

Form: _1-New Construction S - -

Filed: -8/26/2014

Address: 1036 MISSION ST

Parcel: 3703/079

Existing:

Proposed: © APARTMENTS

Existing Units: 0

Proposed Units: 83

Status: ISSUED

Status Date: 9/11/2015 1:47:09 PM

Description: TO ERECT 9 STORIES, NO BASEMENT 83 RESIDENTIAL APARTMENTS, RESIDENTIAL
‘ v SUPPORT SPACES & RETAIL SPACES.

Cost: $30,000,000.00

Permit: - ' 201306119240

Form: 8 - Alterations Without Plans

Filed: 6/11/2013

Address: 521 JESSIE ST

Parcel: 3703/079

Existing: PARKING LOT

Proposed: PARKING LOT
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Existing Units: 0

Proposed Units: 0

Status: COMPLETE

Status Date: 11/1/2013 7:48:59 AM

Description: - PERMANENT, VOLUNTARY REMOVAL OF NONCONFORMING BILLBOARD SIGN, 12FT X 25FT
WIDE ON EAST CORNER, MISSION ST. SIGN STRUCTURE IS UNDER 35-0" OVERALL
HEIGHT.

Cost: $1,000.00

Miscellaneous Permits Report: 1036 MISSION STREET

Depending on the activity being proposed a permit may need to be obtained from the Fire Department, Health Department,
Police Department, Alcoholic Beverage Commission or ather organization. The Planning Department reviews most applications
for these permits in order to ensure compliance with the Planning_Code.

MISCELLANEOUS PERMITS REVIEWED BY THE PLANNING DEPT:

2015-001046MIS Nicholas Foster Tel: 415-575-8167
Misc. Permits-REF (MIS) 1036 Mission Street

Mile Hi Valet Service, Inc.

OPENED STATUS ADDRESS * FURTHERINFO .
1/30/2015 . Closed - Approved 1036 MISSION ST 94103 View
2/26/2015
MB1301101 Angie Beavis Tel: 415-575-9021

Misc. Permits-REF (MIS) PRIORITY PARKING-CA,LLC

- See previous recommendation of approval for MB1201077 on 5/29/12. No changes to owner/operation no new review by DCP.

OPENED STATUS ADDRESS ‘ FURTHER INFO
6/25/2013 Closed - Approved 1086 MISSION ST, SAN View
9/23/2013 FRANCISCO, CA
MB1201077 Angie Beavis Tel: 415-575-9021

Misc. Permits-REF (MiS) PRIORITY PARKING-CA, LLC

REVISED RECOMMENDATION: Recommend APPROVAL: continuation of existing non-conforming parking lot as previously
approved by the SFFD, permitted to continue per P.C. Sec. 180. - Recommend disapproval. Parking lot is not permitted in C-3-G
per P.C. Sec. 223 (I); however, P.C. Sec. 156 (n) allows temporary parking lots not to exceed 2 yrs. w/ CU authorization.

OPENED STATUS ADDRESS FURTHER INFO
5/14/2012 Closed - Approved 1036 MISSION ST, SAN View
, 5/29/2012 FRANCISCO, CA

Complaints Report: 1036 MISSION STREET

The Planning Department and the Depariment of Building Inspection operate programs that ensure compliance with the San
Francisco Planning Code and Building Inspection Commission Codes respectively. Additionally, they respond to customer
complaints of potential code violations and initiate fair and unbiased enforcement action to cormrect those violations and educate
property owners o maintain code compliance.

COMPLAINTS - PLANNING DEPT:
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None

Appeals Report: 1036 MISSION STREET
Planning Projects, Building Permits and Zoning Determinations appealed to the San Francisco Board of Appeals.

APPEALS:
None

Block Book Notifications Report: 1036 MISSION STREET

ABlock Book Notification (BBN) is a request made by a member of the public to be notified of permits on any prdperty that is
subject to the San Francisco Planning Code.

You can also sign up fo be emailed when new planning applications or building permits are filed in your neighborhood through
- our Permits in Your Neighborhood website.

BLOCK BOOK NOTIFICATIONS:

There is an active Block Book Notification on this property. For legal reasons we cannot display this information but you may
contact the San Francisco Planning Department for more details: tel: 415-558-6377, email: pic@sfgov.org

The Disclaimer: The City and County of San Francisco (CCSF) does not guarantee the accuracy, adequacy, complet or useful of any information. CCSF provides this information on an
‘as is' basis without warranty of any kind, including but not limited to warranties of merchantability or fitness for a particular purpose, and assumes no responsibility for anyone's use of the
information. :

Printed: 6/15/2016 http:/{propertymap sfplanning.org
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COMPARABLE SALE PROFILE Land Sale 1

Location & Property Identification

Property Name:  Yerba Buena Multifamily

!

Property Type: Transitional Multifamily
Address: 923 Folsom Street
City/ State/ Zip:  San Francisco, California 94107

County: San Francisco
Submarket: Yerba Buena
Sale Information
Sale Price: $20,000,000
CEq Price: $20,000,000 e e O NN At S S i i
Sale Date: April 1, 2015 ’ Site Data & Economic Indicators
Sale Status: Sale Legal/ Tax/ APN: 3753106, 141 & 142
Grantpr: - TUP Folsom, LLC Acres (Gross): » 0.56
Grantee: 923 Folsom Acquisition, LLC Land - SF (Gross): 24,375
Property Rights:  Fee Simple Zoning: MUR
Document: K041040 Description: Multifamily
Data Source: Public Records/ CBRE Orientation: . Multiple
Price/SF - Land: 820.51
Acquisition of a partially improved industrial building that was ricerst - Lan §
vacant. The site was fully entitled for the development of a mid-  Price/AC - Land: $35,714,286
rise. multifamily development having 114 units and 48 parking )
spaces. It will also include 1,623 SF of ground level commercial. Net Operating Income:
Capitalization Rate:

i
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' Yerba Buena Multifamily
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COMPARABLE SALE PROFILE

Location & Property ldentification

Property Name:  3rd Street Multifamily

Property Type:  Transitional Multifamily
Address: 2290 3rd Street

City/ State/ Zip:  San Francisco, California 94107
County: San Francisco

Submarket: Potrero Hill

Sale Information

Sale Price: $16,000,000

CEq Price: $16,000,000

Sale Status: Sale Legal/ Tax/ APN: 4059-009 |
Grantor: 2290 Dog Patch, LLC Acres (Gross): 032

Grantee: DM 2290 3rd Street, LLC Land - SF (Gross): 14,050

Property Rights:  Fee Simple Zoning: . UMU

Document: 42954 Description: Urban Mixed Use

Data Source: Public Records, CBRE Orientation: Corner

Vacant multifamily site located in the South of Market Price/SF - Land: $1,138.79

neighborhood. The property was fully entitled for 71 apartment  Price/AC - Land: $49,535,604

units that were financed through low income housing tax credits.

The property was improved with a commercial building having Net Operatinig Income: — = — "~ — 77 "~

no value.

Capitalization Rate:

TENHESSEE

2™
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COMPARABLE SALE PROFILE Land Sale 3

Location & Property Identification

Property Name:  Pacifica Pine

Property Type: Transitional Multifamily
Address: 1527 Pine Street

City/ State/ Zip:  San Francisco, California 94109
County: San Francisco

Submarket: Nobb Hill

Sale Information

0667-1016-019]

034"

15,000

RC-4

Residential Commercial
Multiple

Full

Sale Price: - $21,000,000 ; Lo !
CEq Price: $21,000,000 — _— :
Sale Status: Sale Legal/ Tax/ APN:
Grantor: TUP Pine, LLC Acres (Gross):
Grantee: . Pacific Pine, LLC Land - SF (Gross):
Property Rights:  Fee Simple Zoning;
. Document: 10204 Descripﬁon:
Data Source: Public Records, CBRE Orientation:

Vacant muitifamily site located in the Nob Hill neighborhood. Price/SF - Land:

The property was fully entitled for 103 apartment units. Therewas  Price/AC - Land:

an old dilapidated building on the property having no

contributory value. Net Operating Income:

Capitalization Rate:

$1,400.00
$61,046,512

e
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 COMPARABLE SALE PROFILE land Sale 4

Location & Property Identification

Property Name:  Monogram Residential
Property Type: Vacant Land

Address: 1401 Mission Street

City/ State/ Zip:  San Francisco, California 94103
County: San Francisco

Submarket: South of Market

Sale Information

Sale Price: " $12,800,000 ;

CEq Price: $12,800,000 SR R

Sale Status: Sale Legal/ Tax/ APN: 3510-001

Grantor: 1401 Mission Affordable, LP Acres (Gross): 0.26

Grantee: Monogram Residential 1401 Mission Land - SF (Gross): 11,326

Property Rights:  Fee Simple Zoning: C3-G

Document: 77190 Description: Downtown General Commercial

Data Source: Public Records, CBRE Orientation: Corner '

Vacant multifamily site located in the South of Market Price/SF - Land : §1,13014

neighborhood. The property was fully entitled for 121 apartment  Price/AC - Land: $49,230,769

units that were financed through low income housing tax credits. e _ o
The basic purchase price was $105,785 per unit. Net Operating Income: —— -

Capitalization Rate:

.
H
t

EATTXRYE
nennrens]
»
».

- Monogram Residential
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COMPARABLE SALE PROFILE ' land Sale 5

Location & Property Identification

Property Name:  SF Bush Condos

Property Type:  Transitional Multifamily
Address: 2655 Bush Street

City/ State/ Zip:  San Francisco, California 94115
County: San Francisco

Submarket: Western Addition

Sale Information

Sale Price: $38,000,000

CEq Price: $38,000,000 : :

Sale Date: December 19, 2013
Sale Status: Sale Legal/ Tax/ APN: . 1052-024

Grantor: AREA Property Partners Acres (Gross): 0.76

Grantee: SF Bush Condos, LLC Land - SF (Gross): 33,522

Property Rights:  Fee Simple Zoning: NC.3

Document: 806962 Description: Neighborhood Commercial
Data Source: Public Records, CBRE Orientation: Comer

The property is improved with a vacant dilapidated convalescent Price/SF - Land; $1,133.58 .

hospital. The parking structure is leased and generates interim  Price/AC - Land: $50,000,000

income. The property is fully entitled for 81 luxury units and . -

parking garage. , Net Operating Income:

Capitalization Rate:

toH !

L :

. SFBush Condos
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275 Battery Street, Suite 1500
(ﬁ OLD REPUBLIC San Francisco, CA 94111

¥ TITLE COMPANY (415) 397-0500 Fax: (415) 397-0199

PRELIMINARY REPORT
UPDATED
TNDC (1036 MISSION FAMILY HOUSING) .Our Order Number 0227007084-MN

201 EDDY STREET
SAN FRANCISCO, CA 94102

Attention: Chris Cummings
When Replying Please Contact:

Martha Nakagawa
MNakagawa@ortc.com
(415) 397-0500

Property Address:

1036 Mission Street, San Francisco, CA 94103

In response to the above referenced application for a policy of title insurance, OLD REPUBLIC TITLE COMPANY, as issuing Agent
of Old Republic National Title Insurance Company, hereby reports that it is prepared to issue, or cause to be issued, as of the date
hereof, a Policy or Policies of Title Insurance describing the land and the estate or interest therein hereinafter set forth, insuring
against loss which may be sustained by reason of any defect, lien or encumbrance not shown or referred to as an Exception below or
not excluded from coverage pursuant to the printed Schedules, Conditions and Stipulations of said policy forms.

The printed Exceptions and Exclusions from the coverage and Limitations on Covered Risks of said Policy or Policies are set forth in
Exhibit I attached. The policy to be issued may contain an arbitration clause. When the Amount of Insurance is less than that set forth’
in the arbitration dause, all arbitrable matters shall be arbitrated at the option of either the Company or the Insured as the exclusive

remedy of the parties. Limitations-on Covered-Risks applicable to the Homeowner'sPolicy of Title Insurance whichestablisha || -

Deductible Amount and a Maximum Dollar Limit of Liability for certain coverages are also set forth in Exhibit 1. Copies of the Policy
forms should be read. They are avallable from the office which issued this report.

Please read the exceptions shown or referred to below and the exceptions and exclusions set forth in Exhibit I of this
report carefully. The exceptions and exclusions are meant to provide you with notice of matters which are not covered
under the terms of the title insurance policy and should be carefully considered.

It is important to note that this preliminary report is not a written representation as to the condition of title and may
not list all liens, defects, and encumbrances affecting title to the land.

This report (and any supplements or amendments hereto) is issued solely for the purpose 6f facilitating the issuance of a policy of title
insurance and no liability is assumed hereby. If it is desired that liability be assumed prior to the issuance of a policy of title insurance,
a Binder or Commitment should be requested.

Dated as of November 9, 2015, at 7:30 AM

OLD REPUBLIC TITLE COMPANY
For Exceptions Shown or Referred to, See Attached

Page 1 of 9 Pages
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OLD REPUBLIC TITLE COMPANY
ORDER NO. 0227007084-MN
UPDATED

The form of policy of title insurance contemplated by this report is:

ALTA Loan Policy - 2006. A specnr ¢ request should be made if another form or additional
coverage is desired.

The estate or interest in the land hereinafter described or referred or covered by this Report is:
Fee .

ﬁt\e to said estate or interest at the date hereof is vested in:
1036 Mission Associates, L.P., a California limited partnership

The land referred to in this Report is situated in the County of San Francisco, City of San Francisco, State of California, and
is described as follows:

Beginning at a point on the northwesterly line of Mission Street (82 5' wide), distant thereon 255.00 feet
southwesterly from the southwesterly line of 6th Street (82 5' wide), thence southwesterly along said
northwesterly line of Mission Street 95.00; thence at a right angle northwesterly 160.00 feet to the
southeasterly line of Jessie Street (40" wide); thence northeasterly along said southeasterly line of Jessie
Street 95.00 feet; thence at a right angle southeasterly 160.00 feet to the northwesterly line of Mission Street
and the point of beginning, as described pursuant to Certificate of Compliance recorded September 25, 2015
under Recorder's Serial Number 2015-K137764-00.

Being a portion of 100 Vara Block No. 393

Assessor's Lot 162 (formerly Lots 079 and 080); Block 3703

At the date hereof exceptions to coverage in addition to the Exceptions and Exclusions in said policy form would be as follows:

1, Taxes and assessments, general and special, for the fiscal year 2015 - 2016, as follows:
Assessor's Parcel No : LOT 079; BLOCK 3703
Bill No. . ¢ 123538 , .
1st Installment : $19,124,05 Marked Paid
2nd Instaliment : $19,124.05 Marked Paid
Land : $3,065,628.00

Affects_ a portion of said land.

Page 2 of 9 Pages
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OLD REPﬁBLIC TITLE COMPANY
ORDER NO. 0227007084-MN
UPDATED

Taxes and assessments, general and special, for the fiscal year 2015 - 2016, as follows:

Assessor's Parcel No :  LOT 080; BLOCK 3703

Bill No. » 123539

1st Instaliment 1 $19,124.05 Marked Paid
2nd Installment © 1 $19,124.05 Marked Paid
Land : $3,065,628.00

Affects the remainder of said fand.

Any special tax which is now a lien and that may be levied within the City of San Francisco
Unified School District Community Facilities District No. 90-1, notice(s) for which having been
recorded.

NOTE: Among other things, there are provisions in said notice(s) for a special tax to be
levied annually, the amounts of which are to be added to and collected with the property
taxes.

NOTE: The current annual amount levied against this land is $0.00.

NOTE: Fufther information on said assessment or special tax can be obtained by contacting:

Name : San Francisco Unified School District

Telephone No. @ (415) 241-6480

Any special tax which is now a lien and that may be levied within the Central Market

Community Benefit District, a notice of which was recorded as follows:

Instrument Entitled :  Resolution

Recorded - : August 12, 2013 in Reel K958 of Official Records, Image 242
under Recorder's Serial Number 2013-J728709-00

NOTE: Among other things, there are provisions in said Notice for a special tax to be levied

annually, the amounts of which are to be added to and collected with the property taxes.

The lien of supplemental taxes, if any, assessed pursuant to the provisions of Section 75, et
seq., of the Revenue and Taxation Code of the State of California.

Page 3 of 9 Pages
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OLD REPUBLIC TITLE COMPANY
ORDER NO. 0227007084-MN
UPDATED

Covenants, Conditions and Restrictions, but omitting any covenants or restrictions if any,
based upon race, color, religion, sex, handlcap, familial status, or national origin unless and

‘only to the extent that said covenant (a) is exempt under Tltle 42, Section 3607 of the

United States Code or (b) relates to handicap but does not dlscnmlnate against handicapped
persons, as provided in an instrument.

Entitled :  Declaration of Restrictions

Executed by : 1036 Mission Associates, L.P., a California fimited partnefship
Dated :  May 25, 2007

Recorded : May 30, 2007 in Reel 3401 of Official Records, Image 0165 under

Recorder's Serial Number ~2007—I395120—QO

NOTE: "If this document contains any restriction based on race, color, religion, sex,
sexual orientation, familial status, marital status, disability, national origin, source of
income as defined in subdivision (p) of section 12955, or ancestry, that restriction
violates state and federal fair housing laws and is void, and may be removed
pursuant to Section 12956.2 of the Government Code. Lawful restrictions under state
and federal law on the age of occupants in senior housing or housing for older
persons shall not be construed as restrictions based on familial status.”

Deed of Trust to secure an indebtedness of the amount stated below and any other amounts
payable under the terms thereof,

Amount :  $5,700,000.00

Trustor/Borrower : 1036 Mission Associates, L.P., a California hmlted partnership
Trustee :  Fidelity National Title Company

Beneficiary/Lender ~ : City and County of San Francisco, a municipal corporation

Dated : May 30, 2007

Recorded 1 May 30, 2007 in Reel 1401 of Official Records, Image 0166 under

Recorder's Serial Number 2007-1395121-00

Covenants, Conditions and Restrictions, but omitting any covenants or restrictions if any,
based upon race, color, religion, sex, handicap, familial status, or national origin unless and
only to the extent that said covenant (a) is exempt under Title 42, Section 3607 of the
United States Code or (b) relates to handicap but does not discriminate against handicapped
persons, as provided in an instrument.

Entitled :  Declaration of Restrictions

Executed by : 1036 Mission Associates, L.P., a California limited partnership,
successor in interest to Tenderloin Neighborhood Development
Corporation, a California nonprofit public benefit corporation

Dated :  December 19, 2006

Recorded .1 May 30, 2007 in Reel 3401 of Ofﬁcual Records, Image 0167 under -
Recorder's Serial Number 2007-1395122-00

Page 4 of 9 Pages
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OLD REPUBLIC TITLE COMPANY
ORDER NO. 0227007084-MN

UPDATED
9. Deed of Trust to secure an indebtedness of the amount stated below and any other amounts
payable under the terms thereof,
Amount : $100,000.00
Trustor/Borrower : 1036 Mission Associates, L.P., a California limited partnership,
successor in interest to Tenderloin Neighborhood Development
. Corporation, a California nonprofit public benefit corporation
Trustee . Fidelity National Title Company, a California corporation
Beneficiary/Lender :  Redevelopment Agency of the City and County of San Francisco, a
‘ public body corporate and politic
Dated :  December 19, 2006
Recorded :  May 30, 2007 in Reel J401 of Official Records, Image 0168 under
Recorder's Serial Number 2007-1395123-00
10. An unrecorded lease upon the terms, covenants, and conditions contained or referred to
therein,
Lessor 1 1036 Mission Associates, L.P., a California limited partnership
Lessee . : Priority Parking - CA, LLC
Disclosed by :  Subordination, Nondisturbance and Attornment Agreement
Dated :  May 22, 2007 .
Recorded : June 22, 2007 in Reel J418 of Official Records, Image 0003 under
Recorder's Serial Number 2007-1408512-00
NOTE: Said Lease by the provisions of an agreement
Dated ¢ June 22, 2007 _
Recorded : June 22, 2007 in Official Records under Recorder's Serial Number
© 2007-1408512-00
Executed By : 1036 Mission Associates, L.P., a California limited partnership c/o
Tenderloin Neighborhood Development Corporation; Priority Parking -
CA, LLC; and City and County of San Francisco, Mayor's Office of
‘ Housing
~ was made subordinate to the Deed of Trust referred to herein as Instrument No. 2007-
1395121-00.
Matters as contained or referred to in an instrument,
Entitled :  Subordination, Non-Disturbance and Attornment Agreement
Executed By : 1036 Mission Associates, L.P., a California limited partnership; and
. The City and County of San Francisco, a municipal corporation
Dated :  May 22, 2007
Recorded : June 22, 2007 in Reel 1418 of Official Records, Image 0003 under
Recorder's Serial Number 2007-1408512-00
Page 5 of 9Pages
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11.

12.

13.

14.

OLD REPUBLIC TITLE COMPANY
ORDER NO. 0227007084-MN
UPDATED

Conditions contained and/or referred to in an instrument,

Entitled . Restrictions and Conditions

Recorded :August 12, 2014 in Official Records under Recorder's Serial
- Number 2014-1926080

Which Among Other . »

Things Provides :  Conditional Use Authorization

Conditions contained and/or referred to in an instrument,

Entitled :  Restrictions and Conditions

Recorded .+ August 12, 2014 in Official Records under Recorder's Serial
Number 2014-J926081

Which Among Other

Things Provides :  Authorization to grant a Planning Code Section 309 Determination
of Compliance. '

Conditions contained and/or referred to in an instrument,

Entitled : Restrictions and Conditions
. Recorded : August 12, 2014 in Official Records under Recorder's Serial
Number 2014-3926082
Which Among Other ‘
Things Provides . :  Future physical expansion, even in the buildable area, shall be

reviewed by the Zoning Administrator.

Deed of Trust to secure an indebtedness of the amount stated below and any other amounts
payable under the terms thereof,

Amount 1 $3,936,426.00 .
Trustor/Borrower : 1036 Mission Associates, L.P., a California limited partnership
Trustee : Old Republic Title Company

Beneficiary/Lender - : City and County of San Francisco, a municipal corporation

Dated ’ . December 26, 2014 ,

Recorded :  April 30, 2015 in Official Records under Recorder's Serial Number

2015-K054400-00

Returned to : 1 South Van Ness Avenue, 5th Floor, San

Page 6 of 9Pages.
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15.

-16.

17.

18.

19.

20.

OLD REPUBLIC TITLE COMPANY
ORDER NO. 0227007084-MN
UPDATED

NOTE: A Certificate or agreement of Limited Partnership for 1036 Mission Associates, L.P.
and Tenderloin Neighborhood Development Co., was recorded May 30, 2007 in Reel J401 of
Official Records, Image 0158 under Recorder's Serial Number 2007-1395113-00 disclosing all
the general partners as then being:

A. 1036 Mission GP LLC .
B. Tenderloin Neighborhood Development Co.

All the general partners should sign on behalf of said partnership, or at least authorize or
ratify in writing anything executed by less than all general partners.

The requirement that a copy of the partnership agreement for 1036 Mission Associates, L.P.,
a California limited partnership and any amendments thereto, together with a current IlSt of
all partners, be furnished to us for review. :

The Company reserves the right to make additional exceptions and/or requirements upon
examination of the foregoing. :

Any unrecorded and subsisting leases.

The requirement that this Company be provided with an opportunity to inspect the land (the
Company reserves the right to make additlonal exceptions and/or requirements upon
completion of its inspection).

~ The réquiremént that this éonﬁpAany'be provided with a suitable Ownér s Affidavit (form ORT

174). The Company reserves the right to make additional exceptions and/or requ1rements
upon review of the Owner's Affidavit.

Any claim of lien for services, labor or material arising from an improvement or work under
construction or completed at the date hereof.

Informational Notes

The applicable rate(s) for the policy(s) being offered by this report or commitment appears
to be section(s) 2.2(B). :

Page 7 of 9 Pages
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OLD REPUBLIC TITLE COMPANY
ORDER NO. 0227007084-MN
UPDATED

NOTE: The last recorded transfer or agreement to transfer the land described herein is as
follows:

Instrument

Entitled : :  Grant Deed

By/From :  Skyline Investments, a General Partnership

To : 1036 Missiona Associates, L.P., a California limited partnership
Dated : May 23, 2007 ‘

Recorded : May 30, 2007 in Reel J401 of Official Records, Image 0157 under

Recorder's Serial Number 2007-1395112-00

All transactions that close on or after March 1, 2015 will include a $20.00 minimum recording -
service fee, plus actual charges required by the County Recorder.

Page 8 of 9 Pages
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OLD REPUBLIC TITLE COMPANY
ORDER NO. 0227007084-MN
UPDATED

If you anticipate having funds wired to Old Republic Title Company, our wiring information is
as follows: City National Bank, One Centerpointe Drive., #160, La Palma, CA 90623, credit to
the account of Old Republic Title Company, Account Number 013-358788, ABA Number
122016066.

When instructing the financial institution to wire funds, it is very important that you
reference Old Republic Title’s Order Number 0227007084.

* PLEASE CONTACT YOUR ESCROW OFFICER IF YOU RECEIVE NOTICE OF A
CHANGE TO THESE WIRE INSTRUCTIONS

ON-LINE BANKING TRANSFERS ARE NOT THE SAME

“Electronic Funds Transfer” Is a generic term for funds transfers, one of which is an ACH
Transfer. On-line banking transfers are often completed through an ACH Transfer, not a
Wire Transfer. Old Republic Title rejects all ACH Transfers and returns the funds to the
sender (Government Entities/Agencies excluded.) Close of Escrow may be significantly
delayed as a result of an ACH Transfer.

OLD REPUBLIC TITLE DOES NOT AUTHORIZE FUNDS TO BE DEPOSITED DIRECTLY
INTO OUR ACCOUNT AT City National Bank LOCAL BRANCH LOCATIONS

Funds deposited directly into an account of Old Republic Title Company at a City National
Bank branch are subject to verification. Verification of unauthorized deposits is not
immediate or automated following deposit. Delay in credit of funds to an escrow and delay
in Close of Escrow may result.

If you want to transfer funds by Wire Transfer from a non-United States financial institution,
or have questions with regard to acceptable funds, please contact your Escrow or Title
Officer immediately. '

Page 9 of 9 Pages
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Exhibit I
AMERICAN LAND TITLE ASSOCIATION
LOAN POLICY OF TITLE INSURANCE - 2006
EXCLUSIONS FROM COVERAGE

The following matters are expressly excluded from the coverage of this policy, and the Company will not pay loss or damage,
costs, attorneys' fees, or expenses that arise by reason of:

1. (a) Anylaw, ordinance, permit, or governmental regulation (including those relating to building and zoning) restricting,
regulating, prohibiting, or relating to
(i)  the occupancy, use, or enjoyment of the Land;
(i) the character, dimensions, or location of any improvement erected on the Land;
(i)  the subdivision of land; or
(iv) environmental protection; or the effect of any violation of these laws, ordinances, or governmental regulations.
This Exclusion 1(a) does not modify or limit the coverage provided under Covered Risk 5.

(b) Any governmental police power. This Exclusion 1(b) does not modify or limit the coverage provided under Covered Risk

6. .

2. Rights of eminent domain. This Exclusion does not modify or limit the coverage provided under Covered Risk 7 or 8.

3, Defeds, fiens, encumbrances, adverse claims, or other matters

(a8) created, suffered, assumed, or agreed to by the Insured Claimant;

(b) not Known to the Company, not recorded in the Public Records at Date of Policy, but Known to the Insured Claimant
and not disclosed in writing to the Company by the Insured Claimant prior to the date the Insured Claimant became an
Insured under this policy; -

() resulting in no loss or damage to the Insured Claimant;

(d) attaching or created subsequent to-Date of Policy (however, this does not modify or limit the coverage provided under
Covered Risk 11, 13, or 14); or

(e) resulting in loss or damage that would not have been sustained if the Insured Claimant had paid value for the Insured
Mortgage. .

4,  Unenforceabllity of the lien of the Insured Mortgage because of the inability or fallure of an Insured to comply with applicable
doing-business laws of the state where the Land is situated.

5. Invalidity or unenforceability in whole or in part of the lien of the Insured Mortgage that arises out of the transaction
evidenced by the Insured Mortgage and is based upon usury or any consumer credit protection or truth-in-lending law.

6.  Any claim, by reason of the operation of federal bankruptcy, state insolvency, or similar creditors’ rights laws, that the
transaction creating the lien of the Insured Mortgage, is
(a) a fraudulent conveyance or fraudulent transfer, or .
(b) a preferential transfer for any reason not stated in Covered Risk 13(b) of this policy.

7. Any lien on the Title for real estate taxes or assessments imposed by governmental authority and created or attaching
between Date of Policy and the date of recording of the Insured Mortgage in the Public Records. This Exclusion does not
modify or fimit the coverage provided under Covered Risk 11(b).

EXCEPTIONS FROM COVERAGE — SCHEDULE B, PART 1, SECTION ONE

This policy does not insure against loss or damage (and the Company will not pay costs, attorneys’ fees or expenses) that arise by
reason of: . i .

1. (a) Taxes or assessments that are not shown as existing liens by the records of any taxing authority that levies taxes or
. assessments on real property or by the Public Records; (b) proceedings by a public agency that may result in taxes or
assessments, or notices of such proceedings, whether or not shown by the records of such agency or by the Public Records.

2, Any facts, rights, interests, or claims that are not shown by the Public Records but that could be ascertained by an inspection
of the Land or that may be asserted by persons in possession of the Land.

3. Easements, liens or encumbrances, or claims thereof, not shown by the Public Records.

4. Any encroachment, encumbrance, violation, variation, or adverse drcumstance affecting the Title that would be disclosed by
an accurate and complete land survey of the Land and not shown by the Public Records.

5. (a) Unpatented mining claims; (b) reservations or exceptions in patents or in Acts authorizing the issuance thereof; (c) water
rights, claims or title to water, whether or not the matters excepted under (a), (b), or (c) are shown by the Public Records.
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OLD REPUBLIC TITLE COMPANY

Privacy Policy Notice

PURPOSE OF THIS NOTICE

Title V of the Gramm-Leach-Bliley Act (GLBA) generally prohibits any financial institution, directly or
through its affiliates, from sharing nonpublic personal information about you with a nonaffiliated third
party unless the institution provides you with a notice of its privacy policies and practices, such as the
type of information that it collects about you and the categories of persons or entities to whom it may
be disclosed. In compliance with the GLBA, we are providing you with this document, which notifies
you of the privacy policies and practices of OLD REPUBLIC TITLE COMPANY

We may collect nonpublic personal information about you from the following sources:

Information we receive from you such as on applications or other forms.

Information about your transactions we secure from our files, or from [our affiliates or] others.
Information we receive from a consumer reporting agency.

Information that we receive from others involved in your transaction, such as the real estate
agent or lender.

Unless it is specifically stated otherwise in an amended Privacy Policy Notice, no additional nonpublic
personal information will be collected about you.

We may disclose any of the above information that we collect about our customers or former
customers to our affiliates or to nonaffiliated third parties as permitted by law.

We also may disclose this information about our customers or former customers to the following
types of nonaffiliated companies that perform marketmg servrces on our behalf or wrth whom we
have joint marketlng agreements: ™ - ' ' -

Financial service providers such as companies engaged in banking, consumer finance,
securities and insurance.

Non-financial companies such as envelope stuffers and other fulfillment service
providers.

| WE DO NOT DISCLOSE ANY NONPUBLIC PERSONAL INFORMATION ABOUT YOU WITH ANYONE FOR
ANY PURPOSE THAT IS NOT SPECIFICALLY PERMITTED BY LAW.

We restrict access to nonpublic personal information about you to those employees who need to
know that information in order to provide products or services to you. We maintain physical,

electronic, and procedural safeguards that comply with federal regulations to guard your nonpublic -
personal information.

ORT 287-C 5/07/01
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Disclosure to Consumer of Available Discounts

Section 2355.3 in Title 10 of the California Code of Regulation necessitates that Old Republic Title
Company provide a disclosure of each discount available under the rates that it, or its underwriter Old
Republic National Title Insurance Company, have filed with the California Department of Insurance
that are applicable to transactions involving property improved with a one to four family residential
dwelling. '

You may be entitled to a discount under Old Republic Title Company’s escrow charges if you are an
employee or retired employee of Old Republic Title Company including its subsidiary or affiliated
companies or you are a member in the California Public Employees Retirement System “CalPERS” or
the California State Teachers Retirement System “CalSTRS” and you are selling or purchasing your
principal residence.

If ybu are an employee or retired employee of Old Republic National Title Insurance Company, or it's
subsidiary or affiliated companies, you may be entitled to a discounted title policy premium.

Please ask your escrow or title officer for the terms and conditions that apply to these discounts.
A complete copy of the Schedule of Escrow Fees and Service Fees for Old Republic Title Company and

the Schedule of Fees and Charges for Old Republic National Title Insurance Company are available for
your inspection at any Old Republic Title Company office.
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SAN FRANCISCO |
PLANNING DEPARTMENT

General Plan Referral | 1650 Mision 5.
San Francisco,
' CA 94103-2479
Date: April 21, 2016 Reception:
. . 415.558.6378
Case . 2016-()04050GPR : . . o
‘ Acquisition of 1036 Mission Street 415.558.6400
Block/Lot No.: 3703162, N , Planning
_ : e v : information:
415,558.6377

Project Sponsor:  Sara Amaral - (415) 701-5614

sara, ama{ral@sfgov org
Mayor's Office of Housing and Community Development
1 South Van Ness Ave,, 5% floor
San Francisco, CA 94103

Staff Contact: Steve Wertheim - (415) 558-6612
st ve.wertheirn @sfepov.or

Recommendation:  Finding the proposed acquisition of 1036 Mission Street,
on balance, in conformity with the General Plan.

Recommended
By:

PROJECT DESCRIPTION

The Mayor’ s Office of Housmg and Commumty Development is proposing to purchase the property at
1036 Mission Street {the “Project”). The project site is 15,200 square feet. It is currently undeveloped and
serves as a parking lot. This property has already been entitled for an 83-unit affordable housing
development, to be constructed by the Tenderloin Neighborhood Development Corporation with funding
support from the City and County of San Francisco.

ENVIRONMENTAL REVIEW

- The project was fully analyzed in the 1036 stsxon Street Mitigated Negatwe Declarahon, adopted on
May 14, 2009 (Planning Case No. 2007.1464E).

GENERAL PLAN COMPLIANCE AND BASIS FOR RECOMMENDATION

As described below, the proposed acquisition of 1036 Mission Street is consistent with the Eight Priority
Policies of Planning Code Section 101.1 and is, on balance, in conformity with the Objectives and Policies
of the General Plan.

www.sfplanning.org
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CASE NO. 2016-004050GPR

GENERAL PLAN REFERRAL" ACQUISITION OF 1036 MISSION STREET _

Note: General Plan Objectives are shown in BOLD UPPER CASE font; Policies are in Bold font; staff
comments are in italic font.

-HQUSING ELEMENT

""OBJECTIVE 1, IDENTIFY AND MAKE AVAILABLE FOR DEVELOPMENT ADEQUATE SITES TO
. MEET THE CITY’S HOUSING NEEDS, ESPECIALLY PERMANENTLY AFFORDABLE HOUSING.

POLICY 1.3
 Work proactively to identify and secure opportunity sites for permanently affordable housing.

Comment: The acquisition of 1036 Mission Street would seéure this site for affordable housing in perpetuity.

OBJECTIVE 7, SECURE FUNDING AND- RESOURCES FOR PERMANENTLY AFFORDABLE
HOUSING, INCLUDING INNOVATIVE PROGRAMS THAT ARE NOT SOLELY RELIANT ON
TRADITIONAL MECHANISMS OR CAPITAL,

POLICY 7.1
Expand the financial resources available for permanently affordable housing, especially permanent
sources.

Comment: The acquisition of 1036 Mission Street is an example of use of ﬁnancml resources to create permanentl y
affordable housing. :

PROPOSITION M FINDINGS - PLANNING CODE SecTion oty

Planning Code Section 101.1 establishes Eight Prlomty Policies and requ:res review of

discretionary approvals and permits for consistency with said policies. The Project, . demolition
and replacement of the Chinese Recreation Center, is found to be consistent. with the Elght
Priority Pohcxes as set forth in Plannmg Code Section 101 1 for the followmg reasons

Eight Priority Policies Findings i ; ;
The subject project is found to be consistent with the Eight Prlorlty Policies of Planning Code Sectzon 101.1
in that:

.1. That existing neighborhood-serving retail uses be preserved and enhanced and future opportunities
for resident employment in and ownership of such businesses enhanced,

The Project would have no adverse effect on neighborhood serving retail uses or opportunities for employment in
or ownership of such businesses.

2. That existing housing and reighborhood character be conserved and protected in ordér to préserve
the cultural and economic diversity of our neighborhood,

§AN FRANCISGD ’ Z
LANNING DEPARTMENT .
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CASE NO. 2016-004050GPR

GENERAL PLAN REFERRAL ACQUISITION OF 1036 MISSION STREET

The Project would support neighborhood character by ensuring that the newly developed housing is affordable
in perpetuity.

That the Citj/’s supply of affordable housing be preserved and enhanced.

The Project would enhance the City's supply of affordable housing by preserving the affordability of the newly
developed housing in perpetuity.

. That commuter traffic not impede MUNI transit service or overburden our streets or neighborhood
" parking.

The Project would not result in commuter traffic impeding MUNI's transit service, overburdening the streets
or altering current neighborhood parking. :

That a diverse economic base be maintained by protecting our industrial and service sectors from
displacement due to commercial office development, and that future opportunities for residential

employment and ownership in these sectors be enhanced.

The Project would not adversely affect the City's economic base or future opportunities for employment andlor
ownership. ’

That the City achieve the greatest possible preparedness to protect against injury and loss of life in an
earthquake.

The Project would not adversely affect achieving the greatest possible preparediness égainst injury and loss of life
in an earthquake.

That landmarks and historic buildings be preserved.
This Project would not adversely affect any landmarks or buildings of historic significance.
That our parks and open space and their access to sunlight and vistas be protected from development.

The Project would not adversely affect any parks or open space,

RECOMMENDATION:

Finding the acquisition of 1036 Mission Street, on balance, in-conformity with the
General Plan

SAN FRANGISCO
PLANNING DEPARTMENT
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ORDER NO. : 0227007084-DP

EXHIBIT A

The land referred to is situated in the County of San Francisco, City of San Francisco, State of
California, and is described as follows:

PARCEL I:

Beginning at a point on the northwesterly line of Mission Street, distant thereon 255 feet
southwesterly from the southwesterly line of 6™ Street; running thence southwesterly along said
northwesterly line of Mission Street 47 feet, 6 inches; thence at a right angle northwesterly 160
feet to the southwesterly line of Jessie Street; thence northwesterly along said line of Jessie
Street 47 feet, 6 inches; thence at a right angle southeasterly 160 feet to the northwesterly line
of Mission Street and the point of beginning.

Being a portion of 100 Vara Block No. 393.
Assessor’s Lot 079; Block 3703
PARCEL II:

Beginning at a point on the northwesterly line of Mission Street, distant thereon 302 feet and 6
inches southwesterly from the southwesterly line of 6™ Street; running thence southwesterly
along said northwesterly line of Mission Street 47 feet and 6 inches; thence at a right angle
northwesterly 160 feet to the southwesterly line of Jessie Street; thence northeasterly along
said line of Jessie Street 47 feet and 6 inches; thence at a right angle southeasterly 160 feet to
the northwesterly line of Mission Street and the point of beginning. ~ :

Being a portion of 100 Vara Block No. 393

Assessor’s Lot 080; Block 3703

Page 1 of 1
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Ve 475 Sansome Street, Suite 1700
% OLD REPUBLIC San Francisco, CA 94111

%‘ TITLE COMPANY (415) 397-0500 Fax: (415) 397-0199

PRELIMINARY REPORT

Issued for the sole use of: Our Order Number 0227007084-DP

TNDC (1036 MISSION FAMILY HOUSING)
201 EDDY STREET
SAN FRANCISCO, CA 94102

Attention: PAUL BAINS When Replying Please Contact:

David Phillips
(415) 397-0500

Property Address:

1036~1040 Mission Street, San Francisco, CA 94114

In response to the above referenced application for a policy of title insurance, OLD REPUBLIC TITLE COMPANY" hereby reports
that it is prepared to issue, or cause to be issued, as of the date hereof, a Policy or Policies of Title Insurance describing the land and
the estate or interest therein hereinafter set forth, insuring against loss which may be sustained by reason of any defect, lien or
encumbrance not shown or referred to as an Exception below or not excluded from coverage pursuant to the printed Schedules,
conditions and Stipulations of said policy forms.

The printed Exceptions and Exclusions from the coverage and Limitations on Covered Risks of said Policy or Policies are set forth in
Exhibit A attached. Limitations on Covered Risks applicable to the Homeowner’'s Policy of Title Insurance which establish a Deductible
Amount and a Maximum Dollar Limit of Liability for certain coverages are also set forth in Exhibit A. Copies of the Policy forms should
be read. They are avallable from the office which issued this report.

Please read the exceptions shown or referred to below and the exceptions and exclusions set forth in Exhibit A of this
report carefully. The exceptions and exclusions are meant to provide you with notice of matters which are not covered
under the terms of the title insurance policy and should be carefully considered.

It is important to note that this preliminary report is not a written representation as to the condition of title and may
not list all liens, defects, and encumbrances affecting title to the land.

This report (and any supplements or amendments hereto) is issued solely for the purpose of facilitating the issuance of a policy of title
insurance and no liability is assumed hereby. If it is desired that liability be assumed prior to the issuance of a policy of title insurance,
a Binder or Commitment should be requested,

Dated as of February 13, 2008, at 7:30 AM

OLD REPUBLIC TITLE COMPANY
For Exceptions Shown or Refetred to, See Attached

Page 1 of 8 Pages
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OLD REPUBLIC TITLE COMPANY
ORDER NO. 0227007084-DP

The form of policy of title insurance contemplated by this report is:

ALTA Loan Policy - 2006. A specific request should be made if another form or additional
coverage is desired.

The estate or interest in the land hereinafter described or referred or covered by this Report is:
Fee
Title {o said estate or interest at the date hereof is vested in:

1036 Mission Associates, L.P., a California limited partnership

The land referred to in this Report is situated in the County of San Francisco, City of San Francisco, State of California, and
is described as follows:

See Legal Description Exhibit.

At the date hereof exceptions to coverage in addition to the Exceptions and Exclusions in said policy form would be as follows:

1. Taxes and assessments, general and special, for the fiscal year 2008 - 2009, a lien, but not
yet due or payable. \

2. Taxes and assessments, general and special, for the fiscal year 2007 - 2008, as follows:
Assessor's Parcel No : LOT 079; BLOCK 3703
BllNo. — — -~ — 12019t - o o o o S |
1st Installment :  $970.86 Marked Paid
2nd Installment 1 $970.86 NOT Marked Paid
Land 1 $166,744.00
Imp. Value 1 $3,434.00

3. Taxes and assessments, general and special, for the fiscal year 2007 - 2008, as follows:
Assessor's Parcel No :  LOT 080; BLOCK 3703
Bill No. : 120192
1st Installment ¢ $970.86 ‘ Marked Paid
2nd Installment 1 $970.86 NOT Marked Paid
Land : $166,744.00
Imp. Value 1 $3,434.00

Page 2 of 8 Pages
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OLD REPUBLIC TITLE COMPANY
ORDER NO. 0227007084-DP

The hereln described property lies within the boundaries of a Community Facilities Dlstnct as
follows:

District No. 1 90-1

For : School Maintenance and Repair

Disclosed by . Notice of Special Tax Lien recorded July 5, 1990 in Reel F160
Image 1044 of Official Records, under Recorder’s Serial Number
E573343.

CONTAINED THEREIN IS A PROVISION FOR AN ONGOING SPECIAL TAX WHICH IS IN
ADDITION TO BUT IS INCLUDED AND PAYABLE WITH THE GENERAL AND SPECIAL REAL
PROPERTY TAXES OF THE CITY AND COUNTY OF SAN FRANCISCO.

Further information may be obtained by contacting:
San Francisco Unified School District CFD

135 Van Ness Avenue, San Francisco, CA 94102
(415) 241-6480

The lien of supplemental taxes, if any, assessed pursuant to the provisions of Section 75, et
seq., of the Revenue and Taxation Code of the State of California.

Covenants, Conditions and Restrictions, but omitting any covenants or restrictions if any, .
based upon race, color, religion, sex, handicap, familial status, or national origin unless and
only to the extent that said covenant (a) is exempt under Title 42, Section 3607 of the
United States Code or (b) relates to handicap but does not dlscrlmlnate against handlcapped
persons, as provided in an instrument.

Entitled :  Declaration of Restrictions

Executed by : 1036 Mission Associates, L.P., a California limited partnershlp
Dated :  May 25, 2007

Recorded :  May 30, 2007 in Reel 3401 of Official Records, Image 0165 under

Recorder‘s Serial Number 2007-1395120-00

NOTE: "If this document contains any restriction based on race, color, religion, sex,
sexual orientation, familial status, marital status, disability, national origin, source of
income as defined in subdivision (p) of section 12955, or ancestry, that restriction
violates state and federal fair housing laws and is void, and may be removed
pursuant to Section 12956.2 of the Government Code. Lawful restrictions under state
and federal law on the age of occupants in senior housing or housing for older
persons shall not be construed as restrictions based on familial status.”
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OLD REPUBLIC TITLE COMPANY
ORDER NO. 0227007084-DP

Deed of Trust to secure an indebtedness of the amount stated below and any other amounts

Amount
Trustor/Borrower
Trustee
Beneficiary/Lender
Dated

Recorded

~ payable under the terms thereof,

$5,700,000.00

1036 Mission Associates, L.P., a California limited partnership
Fidelity National Title Company

City and County of San Francisco, a municipal corporation
May 30, 2007

May 30, 2007 in Reel 3401 of Official Records, Image 0166 under

Recorder's Serial Number 2007-1395121-00

CoVenants, Conditions and Restrictions, but omitting any covenants or restrictions if any,
based upon race, color, religion, sex, handicap, familial status, or national origin unless and
only to the extent that said covenant (a) is exempt under Title 42, Section 3607 of the

~ United States Code or (b) relates to handicap but does not discriminate against handicapped

persons, as provided in an instrument.

Entitled
Executed by

Dated
Recorded

Declaration of Restrictions

1036 Mission Associates, L.P., a California limited partnership,
successor in interest to Tenderloin Neighborhood Development
Corporation, a California nonprofit public benefit corporation
December 19, 2006

May 30, 2007 in Reel J401 of Official Records, Image 0167 under
Recorder's Serial Number 2007-1395122-00

Deed of Trust to secure an indebtedness of the amount stated below and any other amounts
payable under the terms thereof,

Amount
Trustor/ Borrower

Trustee
Beneficiary/Lender

Dated
Recorded

$100,000.00

1036 Mission Associates, L.P., a California limited partnership,
successor in interest to Tenderloin Neighborhood Development
Corporation, a California nonprofit public benefit corporation
Fidelity National Title Company, a California corporation
Redevelopment Agency of the City and County of San Francisco, a
public body corporate and politic

December 19, 2006

May 30, 2007 in Reel J401 of Official Records, Image 0168 under
Recorder's Serial Number 2007-1395123-00

Page 4 of 8 Pages
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10.

11,

OLD REPUBLIC TITLE COMPANY
ORDER NO. 0227007084-DP

A " . o
An unrecorded lease upon the terms, covenants, and conditions contained or referred to
therein,

Lessor : 1036 Mission Associates, L.P., a California limited partnership
Lessee :  Priority Parking - CA, LLC

Disclosed by :  Subordination, Nondisturbance and Attornment Agreement

Dated - 1 May 22, 2007

Recorded ¢ June 22, 2007 in Reel J418 of Official Records, Image 0003 under

Recorder's Serial Number 2007-1408512-00

NOTE: Said Lease by the provisions of an agreement

Dated : : June 22, 2007

Recorded : June 22, 2007 in Official Records under Recorder's Serial
Number 2007-1408512-00

Executed By - : 1036 Mission Associates, L.P., a California limited partnership _

c¢/o Tenderloin Neighborhood Development Corporation;
Priority Parking - CA, LLC; and City and County of San
Francisco, Mayor's Office of Housing
was made subordinate to the Deed of Trust referred to herein as Instrument No.
2007-1395121-00.

Matters as contained or referred to in an instrument,

Entitled :  Subordination, Non-Disturbance and Attornment Agreement

Executed By : 1036 Mission Associates, L.P., a California limited partnership;
and The City and County of San Francisco, a mun|C|pa|
corporation

Dated : May 22,2007 -

Recorded : June 22, 2007 in Reel 1418 of Offi Cla| Records, Image 0003

under Recorders Serial Number 2007-1408512-00

An unrecorded lease upon the terms, covenants, and conditions contained or referred to
therein,

Lessor : 1036 Mission Associates, L.P., a California limited partnership
Lessee :  Clear Channel Outdoor, Inc., the successor in interest to Foster and
Kleiser, a division of Metro Media, Inc.
Disclosed by . Subordination, Non-Disturbance and Attornment Agreement
Dated 1 May 24, 2007 _
Recorded :August 21, 2007 in Reel 3459 of Official Records, Image 0001 under

Recorder's Serial Number 2007-1441658-00

Page 5 of 8P




12,

OLD REPUBLIC TITLE COMPANY
ORDER NO. 0227007084-DP

NOTE: Said Lease by the provisions of an agreement

Dated
Recorded

Executed By

May 24, 2007

August 21, 2007 in Reel 3459 of Official Records, Image 0001
under Recorder's Serial Number 2007-1441658-00

1036 Mission Associates, L.P., a California limited partnership;
Clear Channel Outdoor, Inc., the successor in interest to Foster
and Kleiser, a division of Metro Media, Inc.; and The
Redevelopment Agency of the City and County of San
Francisco, a public body, corporate and politic

was made subordinate to the Deed of Trust referred to herein as Instrument No.

2007-1395121-00.

Matters as contained or referred to in an instrument,

Entitled
Executed By

Dated
Recorded

Subordination, Non-Disturbance and Attornment Agreement
1036 Mission Associates, L.P., a California limited partnership;
Clear Channel Outdoor, Inc., the successor in interest to Foster

" and Kleiser, a division of Metro Media, Inc.; and The

Redevelopment Agency of the City and County of San
Francisco, a public body, corporate and politic

May 24, 2007

August 21, 2007 in Reel J459 of Official Records, Image 0001
under Recorder's Serial Number 2007-1441658-00

An unrecorded lease upon the terms, covenants, and conditions contained or feferred to -

therein,

Lessor : 1036 Mission Associates, L.P., a California limited partnership

Lessee :  Clear Channel Outdoor, Inc., the successor in interest to Foster and
Kleiser, a division of Metro Media, Inc.

Disclosed by 1 Subordination, Non-Disturbance and Attornment Agreement

Dated : July 25, 2007

Recorded .+ August 21, 2007 in Reel J459 of Official Records, Image 0002 under

Recorder's Serial Number 2007-1441659-00

Page 6 of 8 Pages
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13.

14.

15.

OLD REPUBLIC TITLE COMPANY
ORDER NO. 0227007084-DP

NOTE: Said Lease by the provisions of an agreement

Dated : July 25, 2007 :

Recorded : August 21, 2007 in Reel 1459 of Official Records, Image 0002
under Recorder's Serial Number 2007-1441659-00

Executed By : 1036 Mission Associates, L.P., a California limited partnership;

Clear Channel Outdoor, Inc., the successor in interest to Foster
and Kleiser, a division of Metro Media, Inc.; and The
Redevelopment Agency of the City and County of San
Francisco, a public body, corporate and politic
was made subordinate to the Deed of Trust referred to herein as Instrument No.
2007-1395121-00.

Matters as contained or referred to in an instrument,

Entitled 1 Subordination, Non-Disturbance and Attornment Agreement
Executed By : 1036 Mission Associates, L.P., a California limited partnership;
. Clear Channel Outdoor, Inc., the successor in interest to Foster

and Kleiser, a division of Metro Media, Inc.; and The City and
County of San Francisco, a municipal corporation

Dated . July 25, 2007

Recorded - : August 21, 2007 in Reel 1459 of Official Records, Image 0002
under Recorder's Serial Number 2007-1441659-00

NOTE: A Certificate or agreement of Limited Partnership for 1036 Mission Associates, L.P.
and Tenderloin Neighborhood Development Co., was recorded May 30, 2007 in Reel 1401 of
Official Records, Image 0158 under Recorder's Serial Number 2007-1395113-00 disclosing all
the general partners as then being:

A. 1036 Mission GP LLC
B. Tenderloin Neighborhood Development Co.

All the general partners should sign on behalf of said partnership, or at least authorize or

ratify in writing anything executed by less than all general partners.

The requirement that a copy of the partnership agreement for 1036 Mission Associates, L.P.,
a California limited partnership and any amendments thereto, together with a current list of
all partners, be furnished to us for review.

The Company reserves the right to make additional exceptions and/or requirements upon
examination of the foregoing.

Any unrecorded and subsisting leases.

Page 7 of 8 Ea_ges
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17.

18.

OLD REPUBLIC TITLE COMPANY
ORDER NO. 0227007084-DP

The requirement that this Company be provided with an opportunity to inspect the land (the
Company reserves the right to make additional exceptions and/or requirements upon
completion of its inspection).

The requirement that this Company be provided with a suitable Owner's Affidavit (form ORT
174). The Company reserves the right to make additional exceptions and/or requirements
upon review of the Owner's Affidavit.

Any claim of lien for services, labor or material arising from an improvement or work under
construction or completed at the date hereof.

Informational Notes

The applicable rate(s) for the policy(s) being offered by this report or commitment appears
to be section(s) 2.2(B).

L

NOTE: According to the public records, there have been no deeds conveying the property
described in this report recorded within a period of 36 months prior to the date hereof
except as follows:

A Grant Deed executed by Skyline Investments, a general partnership to 1036

“Mission Associates, L.P., a California limited partnership recorded May 30,2007 in—

Reel 1401 of Official Records, Image 0157 under Recorder's Serial Number 2007-
1395112-00.

In addition to existing requirements pertaining to sellers who are non-residents of California,
as a result of recent changes to Section 18662 of the Revenue and Taxation Code, in
transactions closing after January 1, 2003 the buyer may then be responsible to withhold 3
1/3% of the sales price (as defined therein) from any seller, if this property is not the seller’s
principal residence. The statute, as modified, also provides for certain exemptions to the
buyer’s responsibility to withhold, which may apply. -

O.N.
SC/Ir

Page 8 of 8 Pages
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ORDER NO. : 0227007084-DP

LEGAL DESCRIPTION EXHIBIT

The land referred to is situated in the County of San Francisco, City of San Francisco, State of
California, and is described as follows:

PARCEL I:

Beginning at a point on the northwesterly line of Mission Street, distant thereon 255 feet
southwesterly from the southwesterly line of 6™ Street; running thence southwesterly along said
northwesterly line of Mission Street 47 feet, 6 inches; thence at a right angle northwesterly 160
feet to the southwesterly line of Jessie Street; thence northwesterly along said line of Jessie
Street 47 feet, 6 inches; thence at a right angle southeasterly 160 feet to the northwesterly line
of Mission Street and the point of beginning.

- Being a portion of 100 Vara Block No. 393.
Assessor’s Lot 079; Block 3703
PARCEL II: -
Beginning at a point on the northwesterly line of Mission Street, distant thereon 302 feet and 6
inches southwesterly from the southwesterly line of 6 Street; running thence southwesterly
along said northwesterly line of Mission Street 47 feet and 6 inches; thence at a right angle
northwesterly 160 feet to the southwesterly line of Jessie Street; thence northeasterly along
said line of Jessie Street 47 feet and 6 inches; thence at a right angle southeasterly 160 feet to
the northwesterly line of Mission Street and the point of beginning.
Being a portion of 100 Vara Block No. 393

Assessor's Lot 080; Block 3703

Page 1 of 1
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Exhibit A
AMERICAN LAND TITLE ASSOCIATION
LOAN POLICY OF TITLE INSURANCE - 2006
EXCLUSIONS FROM COVERAGE

The following matters are expressly excluded from the coverage of this policy, and the Company will not pay loss or damage, costs, attorneys' fees, or
expenses that arise by reason of:

1. (a) Any law, ordinance, permit, or governmental regulation (including those relating to building and zoning) restricting, regulating, prohibiting, or
refating to
(i) the occupancy, use, or enjoyment of the Land;
(in) the character, dimensions, or location of any improvement erected on the Land;
(iit) the subdivision of land; or
(iv) environmental protection; or the effect of any violation of these laws, ordinances, or governmental regulations. This Exclusion
1(a) does not modify or limit the coverage provided under Covered Risk 5.
(b) Any governmental police power, This Exclusion 1(b) does not modify or limit the coverage provided under Covered Risk 6.

2. Rights of eminent domain. This Exclusion does not modify or limit the coverage provided under Covered Risk 7or8.

3. Defects, liens, encumbrances, adverse claims, or other matters

(a) created, suffered, assumed, or agreed to by the Insured Claimant;

(b) not Known to the Company, not recorded in the Public Records at Date of Policy, but Known to the Insured Claimant and not disclosed in
writing to the Company by the Insured Claimant prior to the date the Insured Claimant became an Insured under this policy;

(c) resulting in no loss or damage to the Insured Claimant;

(d) attaching or created subsequent to Date of Policy (howeve, this does not modify or limit the coverage provided under Covered Risk 11, 13,
or 14); or

(e) resulting in loss or damage that would not have been sustained if the Insured Claimant had paid value for the Insured Mortgage.

4,  Unenforceability of the lien of the Insured Mortgage because of the inability or failure of an Insured to comply with applicable doing- busmess laws
of the state where the Land is situated.

5. Invalidity or unenforceability in whole or in part of the lien of the Insured Mortgage that arises out of the transaction evidenced by the Insured
Mortgage and is based upon usury or any consumer credit protection or truth-in-lending law,

6. Any claim, by reason of the operation of federal bankruptcy, state insolvency, or similar creditors’ rights laws, that the transaction creating the lien
of the Insured Mortgage, Is
(a) a fraudulent conveyance or fraudulent transfer, or
(b) a preferential transfer for any reason not stated in Covered Risk 13(b) of this policy.

7. Any lien on the Title for real estate taxes or assessments imposed by governmental authority and créated or attaching between Data of Policy and
the data of recording of the Insured Mortgage in the Public Records. This Exclusion does not modify or limit the coverage provided under Covered
_Risk 11(b). :

EXCEPTIONS FROM COVERAGE — SCHEDULE B, PART 1, SECTION ONE

This policy does not insure against loss or damage (and the Company will not pay cosfs, attorneys’ fees or expenses) that arise by reason of:

1. (a) Taxes or assessments that are not shown as existing liens by the records of any taxing authority that levies taxes or assessments on real
property or by the Public Records; (b) proceedings by a public agency that may result in taxes or assessments, or notices of such proceedings,
whether or not shown by the records of such agency or by the Public Records.

2, Any facts, rights, ihterests, or claims that are not shown by the Public Records but that could be ascertained by an inspection of the Land or that
may be asserted by persons in possession of the Land.

3. Easements, liens or encumbrances, or claims thereof, not shown by the Public Records.

4. Any encroachment, encumbrance, violation, variation, or adverse circumstance affecting the Title that would be disclosed by an accurate and
complete land survey of the Land and not shown by the Public Records.

5. (2) Unpatented mining claims; (b) reservations or exceptions in patents or in Acts authorizing the issuance thereof; (c) water rights, claims or title
to water, whether or not the matters excepted under (2), (b), or (c) are shown by the Public Records.

Page 1 of 1
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Old Republic Title Company

Privacy Policy Notice

PURPOSE OF THIS NOTICE

Title V of the Gramm-Leach-Bliley Act (GLBA) generally prohibits any financial institution, directly or
through its affiliates, from sharing nonpublic personal information about you with a nonaffiliated third
party unless the institution provides you with a notice of its privacy policies and practices, such as the
type of information that it coliects about you and the categories of persons or entities to whom it may
be disclosed. In compliance with the GLBA, we are providing you with this document, which notifies
you of the privacy policies and practices of Old Republic Title Company

We may collect nonpublic personal information about you from the following sources:

Information we receive from you such as on applications or other forms.

Information about your transactions we secure from our files, or from [our affiliates or] others.
Information we receive from a consumer reporting agency.

Information that we receive from others involved in your transaction, such as the real estate
agent or lender.

Unless it is specifically stated otherwise in an amended Privacy Policy Notice, no additional nonpublic
personal information will be collected about you.

We may disclose any of the.above information that we collect about our customers or former
customers to our affiliates or to nonaffiliated third pames as permitted by law.

We also may disclose this information about our customers or former customers to the following
types of nonaffiliated companies that perform marketing services on our behalf or with whom we
have joint marketing agreements:

Financial service providers such as companies engaged in banking, consumer F inance,
securities and insurance.

Non-financial companies such as envelope stuffers and other fulfiiment service
providers.

WE DO NOT DISCLOSE ANY NONPUBLIC PERSONAL INFORMATION ABOUT YOU WITH ANYONE FOR
ANY PURPOSE THAT IS NOT SPECIFICALLY PERMITTED BY LAW.

We restrict access to nonpublic personal information about you to those employees who need to
know that information in order to provide products or services to you. We maintain physical,

electronic, and procedural safeguards that comply with federal regulations to guard your nonpublic
personal information.

ORT 287-C 5/07/01
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OFFICE OF THE MAYOR EDWIN M. LEE
SAN FRANCISCO

TO: Angela Calvillo, Clerk of the Board of Supervisors

FROM: I4/Mayor Edwin M. Lee Ne_

RE: Agreements - Purchase and Sale for Real Estate and Ground Lease -

$5,476,250 and $15,000, respectively — 1036 Mission Associates, L.P -
1036 Mission Street
DATE: July 12, 2016

Attached for introduction to the Board of Supervisors is a resolution approving and
authorizing (1) the execution and performance of an Agreement of Purchase and Sale
of Real Estate in connection with the acquisition of the parcel located at 1036 Mission
Street (Assessor’s Parcel Block No. 3703, Lot No. 162) (“the Property”), for $5,476,250,
and a long term, [85] years with a [14] year extension option, Ground Lease of the
Property for $15,000 annual base rent, with 1036 Mission Associates, L.P., to construct
a 100% affordable, 83-unit multifamily rental housing development for low-income
households and formally homeless families and a commercial shell for a 1,061 square
foot commercial space; (2) adopting findings that the conveyance and lease are -
consistent with the California Environmental Quality Act, the City's General Plan, and
the priority policies of Planning Code Section 101.1; and (3) authorizing and directing
the Director of Property and Director of MOHCD to execute documents, make certain
modifications, and take certain actions in furtherance of this Resolution.

Please note that thisrlegislation is co-sponsored by Supervisor Jane Kim.

| respectfully request that this item be calendared in Budget & Finance Committee on
July 27, 2016.

Should you have any questions, please contact Nlcole Elliott (415) 554- 7940

SR

1 DR. CARLTON B. GOODLETT PLACE, Room 200
eaw Eoanciern CartdeBi@a 041 N2-4881



File No. 160795

FORM SFEC-126:
- NOTIFICATION OF CONTRACT APPROVAL
(S.F. Campaign and Governmental Conduct Code § 1.126)

City Elective Officer Information (Please print clearly.)

Name of City elective officer(s):
Members, Board of Supervisors

City elective office(s) held:
Members, Board of Supervisors

Contractor Information (Please print clearly.)

Name of contractor: 1036 Mission Associates, L.P., a California limjted partnership

Please list the names of (1) members of the contractor’s board of directors; (2) the contractor’s chief executive officer, chief
Sfinancial officer and chief operating officer; (3) any person who has an ownership of 20 percent or more in the contractor; (4)
any subcontractor listed in the bid or contract; and (5) any political committee sponsored or controlled by the contractor. Use

additional pages as necessary.

The borrowing entity for the 1036 Mission project' is 1036 Mission Associates, L.P., a California limited
partnership. This entity has no employees, and decisions are made by Tenderloin Neighborhood Development
Corporation, a California nonprofit public benefit corporation (“ITNDC”), the sole member of its general partner.

Please see the Board of Directors list below in response to item #1. Additionally, the contractor’s chief executive officer,
chief financial officer, and chief operating officer are TNDC’s governing officers as the contractor’s relationship to

TNDC,

Board of Directors
Margaret Schrand
Lisa Blakely
Elizabeth Tracey
Dave Kroot

Samia Rashed
Curtis Bradford
Sally Carlson

Saul Feldman
Chris Gouig
yYisale .
Dick McNeil Jr.
Erica Mohan

Josh Mukhopadhyay
Patrick Murcia
Jan Peters

Ascanio Piomelli
Nicole Rivera
Loren Sanborn
Amy Tharpe
Kristy Wang
Amory Sharpe
Freddie Martin

Chief Executive Officer
Donald S. Falk

Chief Financial Officer
Paul Sussman

Chief Operating Officer
Elizabeth Orlin

Items #3-5 do not apply to 1036 Mission Associates, L.P.
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Contractor address:

1036 Mission Associates, L.P.

c/o Tenderloin Neighborhood Development Corporation
201 Eddy Street

San Francisco, California 94102

Date that contract was approved: *| Amount of contract: $32,100,000
(By the SF Board of Supervisors) '

Describe the nature of the contract that was approved: The contract constitutes approval of a resolution authorizing
issuance of tax-exempt multifamily housing revenue bonds for financing of an affordable housing project located at
1036 Mission Street in San Francisco. The resulting obligations will be conduit debt with no recourse to the City’s
general fund.

Comments:

This contract was approved by (check applicable):
Othe City elective officer(s) identified on this form

[ a board on which the City elective officer(s) serves: San Francisco Board of Supervisors
Print Name of Board

O the board of a state agency (Health Authority, Housing Authority Commission, Industrial Development Authority

Board, Parking Authority, Redevelopment Agency Commission, Relocation Appeals Board, Treasure Island
Development Authority) on which an appointee of the City elective officer(s) identified on this form sits

Print Name of Board

| Filer Information (Please print clearly.)

" Name of filer: . Contact telephone number:
Angela Calvillo, Clerk of the Board (415) 554-5184
Address: E-mail:

City Hall, Room 244, 1 Dr. Carlton B. Goodlett PL., San Francisco, CA Board.of.Supervisors@sfgov.org
94102

Signature of City Elective Officer (if submitted by City elective officer) Date Signed

Signature of Board Secretary or Clerk (if submitted by Board Secretary or Clerk) Date Signed
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