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AMENDED IN COMMITTEE
~ 10/16/2019

FILE NO. 190980 RESOLUTION NO.

[Loan Agreement - Block 6 Housing Partners, L.P. - Sunnydale HOPE SF Block 6 - Not To
Exceed $18,647,014]

" Resolution approving and authorizing the Director of the Mayor’s Office of Housing

and Community Development to execute an Amended and Restated Loan Agréement
with Block 6 Housing Partners, L.P., a California limited partnership, for a total loan
amount not to exceed $18,647,014 to finance the construction of a 167-unit
multifamily rental housing development for low-income households, which will be
known as Sunnydale HOPE SF Block 6;'and adopting findings that the loan
agreement is consistent with the adopted Mitigation Monitoring and Reporting
Program under the California Environmental Quality Act, the General Plan, and the

eight priority policies of Planning Code, Section 101.1.

WHEREAS, HOPE SF is the nation’s first large-scale public housing transformation
collaborative aimed at disrupting intergenerational poverty, reducing.social isolation, and |
creating vibrant mixed-income communities Wifhout mass displacement of current residgnts;
and |

WHEREAS, HOPE SF, the City’s signature anti-poverty and equity initiative, is
committed to bréaking intergenerational patterns related to the insidious impacts of trauma
and poverty, and to creating economic and social opportunities for current public housing
residents through deep investments in education, econqmic mobility, health and safety; and

WHEREAS, The Héusing Authority of the City and County of San Fréncisco (*SFHA™
owns and operates 775 units of public housing on the approxivmately o0-acre site, known as
Sunnydale-Velasco; and ,

WHEREAS, In 2007, SFHA issued a Request for Proposals (“RFP”), seeking

submittals from qualified respondents to develop the Sunnydale HOPE SF Master Plan; and

Mayor Breed
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WHEREAS, Mercy Housing Corporation, a California nonprofit public benefit
corporation (‘Mercy”), in collaboration with the Related Company, a California corporation
(“Related”),vjointly responded to the RFP and were selected to be the developer for the
Sunnydale HOPE SF Master Plan: and

WHEREAS, Mercy and Related established a séparate entity named Sunnydale
Development Co., LLC (the “Master Developer”) under which to plan and develop the
Sunnydale HOPE SF Master Plan; and

WHEREAS, The Sunnydale HOPE SF Master Plan consists of (i) a maximum of 1,770

~ units, of which 775 are replacement units for existing Sunnydale-Velasco households,_

approximately 200 are additional affordable housing units, and up to 730 units will be for
market rate h'omeownérship or rental, (ii) all new streets and utility infrastructure, (iii) 3.6 acres
of new open spaces, and (iv) approximately 60,000 square feet of hew neighborhood serving
spaces; and | |

WHEREAS, By Ordinance No. 18-17, the Board of Supervisors approVed a
Development Agreement with the Developer relating to the Sunnydale HOPE SF Master Plan
Site (the "Development Agreement") under Administrative Code Chapter 56, which Ordinance
is on file with the Clerk of the Board of Supervisors in File No. 161164 and is incorporated
heréin by reference; and |

WHEREAS, By Ordinance No. 20-17, the Board.of Supervisors made findings under
the California Environmental Quality Act v(PUbliC Resources Code Sections 21000 et seq.) and
findings of consistency with the General Plan, and the eight priority policies of Planning vCode,v
Section 101.1, which Ordinance is on file with the Clerk of the Board of Supervisors in File
No. 161309 and is incorporated herein by reference; and‘ |

WHEREAS, The City, acting through the Mayor’s Office of Housing and Community

Development (“MOHCD”), administers a variety of housing programs that provide financing for

Mayor Breed
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the development of new affordable housing and the réhabilitation of single- and multi-family

housing for low- and moderate-income households and resources for homeowners in San

“Francisco; and

WHEREAS, MOHCD enters into loan agreements with affordable housing developers
and operators; administers loan agreéments; réviews annual audits and monitoring reports;
'monitors compliance with affordable hbu_sing requirements in accordance with capital funding
regulatory agreements; and if necessary, takes appropriate action to enforce Cémpliance; and

WHEREAS, The Master Plan Developer desires to commence the second affordable
housing development of the Master Plan, which will include construction of approximately 125
public housing feplaoement units and 41 new affordable rental units in Sunnydale HOPE SF
Block 6 (the, “Project”); and |

WHEREAS, The Master Developer established a separate ehtity named Sunnydale
Block 6 Housing Partners, L.P., a Célifomia limited partnership (the “Sunnydale Block 6
Developer”) to undertake the Project; and

WHEREAS, MOHCD provided Sunnydale Block 6 Developer with loans to commence
predevelopment activities for the Project; and | | ' |

WHEREAS, On April 19, 2019, the Citywide Affordable Housing Loan Committee,
Cdnsisting of MOHCD, Department of Homelessness and Supportive Housing, the Office of
Community Investment and Infrastructure and SFHA, recommended approval to the Mayor of
a loan to the Sunnydale Block 6 Developer for the Project in a total amount not to exceed
$18,647,014;'and

‘WHEREAS, To leverage equity from an allocation of low-income housing tax credits,
issuahce of tax exempf ‘bonds,'and other funding sources in order for the Sunnydale Block 6 -

Developer to construct the Project, MOHCD desires to provide a loan in the amount not to

-exceed $18,647,014 to the Sunnydale Block 6 Developer pursuant to an Amended and

Mayor Breed
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Restated Loan Agreement (“Agreement”) in substantially the form on file with the Clerk of the
Board of Supervisors in File No. 190980, and in such final form as approved by the Director of
MOHCD and the City Attorney; and

WHEREAS, The material terms of the Agreemeht also include: (i) a minimum term of
57 years; and (i) will bear infefest at 3% per annum; now, therefore, be it

RESOLVED, That the Board of Supervisors hereby adopts the findings contained in
Ordinance 20-17 regarding the California Environmental Quality Act for the Project, 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 Project is
consistent with the General Plan, and with the eight priority policies of Planning Code,
Section 101.1 for the same reasons as set forth in Ordinance 20-17, and hereby incorporétes
such findings by reference as though fully set forth in this ‘Resolution; and, be it |

FURTHER RESOLVED, That the Board of SuperVisors hereby approves the

- Agreement and authorizes the Director of MOHCD or his or her designee to enter into any

amendments or modifications to the Agreement (including, without limitation, preparation and

attachment or, or'changes to, any of all of the exhibits and ancillary agreements) and any

other documents or instruments necessary in connection therewith that the Director-

determines,' in consultation with fche City Attorney, are in the best interest of the City, do not
materially increase the obligations or liabilities for the City or materially diminish the benefits of
the City, are necessary or advisable to effectuate the purposes and intent of this Resolution
and are in compliance with all applicable laws, including the City Charter; and, be it -
FURTHER RESOLVED, That the Board of Supervisors hereby authorizes and
delegates to the 4Director of MOHCD and/or the Director of Property, and their-designees, the

authority to undertake any actions necessary to protect the City's financial security in the

Mayor Breed
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Property and enforce the aﬁordab‘le housing restrictions, which fnay include, without limitati‘on,
acquisition of fhe Property .upon foreclosure and sale at a trustee sale, acceptance of a deed'
in lieu of foreclosure, or curing the default under a senior loan; 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;
and be it ' ‘

FURTHER RESOLVED, That within thirty (30) days of the Agreement being fully
executed by all parties,A MOHCD shall provide the final Agreement to the Clerk of the Board
for inclusion into the official file. B |

FURTHER RESOI._VED', That the MOHCD Acting Director will proVide a report to the
Board of Supervisors, no later than Decembef 9, 2019, detailing the City’s procedu:res to

contain the costs of affordable housing development.

Mayor Breed
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Reoommended

- MmMM —

Daniel Adams, Acting Director
Mayor’s Office of Housmg and Community Development

Mayor Breed . ) . :
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. BUDGET AND FINANCE COMMITTEE MEETING : OcTOBER 16,2019

[tem 2 Department:
File 19-0980 - | .Mayor's Office
(Continued from October 9, 2019) .|

Leglslatlve Objectlves

The proposed resolution would authorize the Director of the Mayor’s Office of Housing and
Community Development (MOHCD) to execute an amended and restated loan agreement with
Mercy Housing California (Mercy) and The Related Companies of California (Related), for a
total loan amount not to exceed $18,647,014 to finance the construction of a 167-unit rental
housing development for low-income households, known as Sunnydale HOPE SF Block 6.

Key Points

e In 2005, the San Francisco Housing Authority began the HOPE SF pr0)ec’c to repair and -
renovate four public housing sites: Hunters View, Potrero Terrace and Potrero Annex,
' Sunnyda!e and Alice Griffith. The largest of these sites, Sunnydale, is in the Visjtacion
Valley Neighborhood, and is a 50-acre, 775-unit site home to more than 1,700 people.

s Block 6 will be the second affordable housing development built for the Sunnydale HOPE
SF revitalization and will include 167 affordable units, including 75 replacement units for
Sunnydale public housing households currently living onsite. '

Fiscal Impact

s The funding sources for the'propos‘ed gap loan agreement include $4,561,048 of 2015
Proposition'A General Obligation Borid proceeds, $5,200,000 of HOME funds, $3,578,947
. of CPMC funds, and $5,307,019 of HOPE SF certificates of participation.

s The uses of the proposed gap loan include soft costs, reserves, and developer fees.

e The proposed resolution would increase the City's subsidy for the development of
Suhnydale HOPE SF Block 6 to $29;647,014. The total Clty subsidy per unit wou!d total
$177,527, or $121.64 per square foot.

e The total development cost of the Sunnydale HOPE SF Block 6 project is $148,685,657, of
which the proposed gap loan amount of $18,647,014 represents 13 percent

Pollcy Consideration

e The Sunnydale HOPE SF Block 6 development has an average development cost of
$890,333 per unit, or $610 per square foot.

Recommendations

e Because of the increasing costs to develop affordable housing in the City and the pending
November 2019 ballot measure to approve $600 million in General Obligation bonds to
fund affordable housing development, the Board of Supervisors should amend the
resolution to request a report from the MOHCD Acting Executive Director by no later than
December 9, 2019, ‘detailing the City’s procedures to contaih the costs of affordable
housing development.

= Approve the proposed resolution as amended.

SAN FRANCISCO BOARD OF SUPERVISORS o BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE SUB-COMMITTEE IMEETING OCTOBER 8, 2019

City Charter Section 9.118(b) states that any contract entered into by a department, board or
commission in excess of $10 million or 10 years is subject to Board of Supervisors approval by
resolution. Ordinance 202-19, adopted by the Board of Supervisors in August 2019, authorized
the Director of the Mayor’s Office of Housing and Community Development to enter into loan
-and grant agreements of more than 10 years without further Board of Supervisors approval if

the total loan or grant amount is less than $10 million.

" Sunnydale HOPE SF History

In 2005, the San Francisco Housing Authority began the HOPE SF project to repair and renovate
four public housing sites: Hunters View, Potrero Terrace and Potrero Annex, Sunnydale, and
Alice Griffith. The largest of these sites, Sunnydale, is in the Visitacion Valley Neighborhood, and
is a 50-acre, 775-unit site home to more than 1,700 people.

In"2006, the Board of Supervisors amended the San Francisco Administrative Code to establish
the HOPE SF fund to provide financial assistance to the San Francisco Housing Authority and
housing developers for HOPE SF projects (File 07-0849).

"In 2007, the San Francisco Housing Authority and HOPE SF released a request for qualifications
to develop the four large-scale target sités. The San Francisco Housing Authority selected Mercy
Housing California (Mercy) and The Related Companies of California (Reiated) as co-developers
for the Sunnydale development.

In 2016, the Board of Supervisors approved a development agreement between the City, the

-San Francisco Housing Authority, and Sunnydale Development Co., LLC,. for the
Sunnydale HOPE SF Project, including the use of impact fees for improvements and other
community benefits (File 16-1309). ’

In January 2017, the Board of Supervisors approved a development agreement and a master
development agreement between the City and Mercy and Related, and the Sunnydale HOPE SF
Special Use District to facilitate the development of the project (File 16-1164). The
development agreement included the phasing plan. and master infrastructure plan for the
_master development. The development agreement also includes language that allows the
- master developer to form tax credit partnerships for its affordable housing developments and
other legally affiliated entities to facilitate the build out of the master plan.

In April 2019, the Board of Supervisors approved a loan agreement with Mercy and Related to
finance development of infrastructure improvements for the Sunnydale HOPE SF development
(File 19-0315).

Sunnydale HOPE SF Block 6

Block 6 will be the second affordable housing development built for the Sunnydale HOPE SF
revitalization. Block 6 will include 167 affordable units (21 one-bedroom, 95 two-bedroom, 40
three-bedroom, and 11 four-bedroom apartments). Seventy-five percent of the units, or 125

SAN FRANCISCO BOARD OF SUPERVISORS S BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE SUB-COMMITTEE MIEETING » ‘ ‘ OcroBer 9, 2019

units, will be set aside as replacement units for Sunnydéle public' housing households currently

living onsite. The remaining 41 units will be available to households earning up to 60 percent of *

AMI and will be marketed through the housing lottery. All units are restricted at a maximum
inéome limit of 60 percent of AMI. One unit will be set aside for property managemént

. Construction is expected to start in November 2019 with project completxon and full lease up
expected by IVIay 2022, :

The proposed resolution would: (1) authorize the Director of the Viayor’s Office of Housing and
Community Development (MOHCD) to execute an amended and restated loan agreement with
Mercy Housing California{Mercy) and The Related Companies of-California {Related), for a total
loan amount riot to exceed $18,647,014 to -partially finance the construction of a 167-unit
rental housing development for low-income households, known as Sunnydale HOPE SF Block 6;
and (2) find that the loan is consistent with the adopted Mitigation Monitoring and Reporting
Program under the California Environmental Quality Act, the City’s General Plan, and the
prlorlty pohcres of Plannmg Code Section 101.1.

Funding Sources

" In November 2015, the voters of San Francisco approved Proposition A, which provided for the
issuance of up to S310 million in general obligation bonds to finance the construction,:
-acquisition, improvement, rehabilitation, preservation, and repair of certain affordable housing
improvements. The -proposed gap loan agreement mc!udes $4561 048 of Proposition A
funding. .

The City is authorized under an agreement with the U S. Department of Housing and Urban
Development (HUD) to distribute HOME Investment Partnership Program funds (HOME Funds) .
_for the specific purpose of increasing the housing stock in the City for low- and very low-income
* persons. The proposed gap loan agreement includes $5,200,000 of HOME Funds.

In July 2013, the Board of Supervisors approved an ordinance that required Sutter West Bay
.Hospital to deposit funds into the Citywide Affordable Housing Fund (CPMC Funds) (File 12-
- 0366). The CPMC Funds are to be used for predevelopment and development expenses and
administrative costs associated with acquisition, construction, or rehabilitation of permanently
‘affordable housing units in San Francisco. MOHCD is authorized to administer CPMC Funds and
enforce agreements relating to them. The proposed gap loan agreement includes $3, 578 947 of
CPMC Funds. :

The City has issued certificates of partigipation to provide funds for the development of the
Sunnydale HOPE SF Block 6 project. The proposed gap loan agreement includes $5,307,019 of
HOPE SF certificates of participation.

SAN FRANCISCO BOARD OF SUPERVISORS : BUDGET AND LEGISLATIVE ANALYST
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Uses of Funds

OcToBER S, 2019

Mercy and Related intend to enter into a long-term ground lease for the property located at
242 Hahn Street with the San Francisco Housing Authority for $15,000 annually. The other uses
of the proposed gap loan include soft costs, reserves, and developer fees, as shown in Table 1

below.

The total development cost of the Sunnydale HOPE SF Block 6 project is $148,685, 657 of Wh!ch
the proposed gap loan amount of $18,647,014 represents 13 percent.

Table 1: Sources and Uses of Funds for Sunnydale HOPE SF Block 6

2323

MOHCD Gap Other
Loan (F_ile MOHCD Non-City
Sources 19:0980) Sources Sources Total A
2015 General Obligation Housing Bond $4,561,048 $4,561,048
HOME Funds 5,200,000 5,200,000
CPMC Funds 3,578,947 3,578,947

. HOPE SF Certificates of Participation 5,307,019 5,307,019

_MOHCD, Infrastructure Loan (File 19-03 15) $11,000,000 11,000,0'00
Tax-Exempt Permanent Bank Loan $9,086,000 9,086,000 -
Tax-Exempt.Permanent Bank Loan — Sectlon 8
Tranche ' 43,107,000 43,107,000
Deferred Developer Fee 5,420,466 5,420,466
LP Equity 60,925,177 60,925,177
General Partner _ . 500,000 500,000

Total | $18,647,014 $11,000,000 $119,038,643 5148,685,657
Uses . ' .

. Acquisition S1 . A $1
Construction (Hard Costs) . $11,000,000 $108,460,561 119,460,561
Soft Costs '

Architecture & Design 3,711,040 3,711,040
Engineering & Environmental Studies 344,000 344,600
Construction Financing Costs | 8,327,617 - 946576 . 9,274,193
Permanent Financing Costs | 250,965 290,965
Legal Costs - 432,193 432,193 .
Entitlement/Permit Fees 1,968,920 1,968,920
Other Development Costs 2,341,450 4 ) " 2,341,450
, Soft Cost Subtotal | 13,705,145 - 4,657,616 18,362,761
Soft Cost Contingency (5%) 867,208 867,208
Operating Reserves 1,204,660 1,204,660
Developer Fees 2,870,000 . 5,920,466 8,790,466
' Total | $18,647,014  $11,000,000 $119,038,643 - $148,685,657
% of Total Development Cost . 13% 7% 80% 100%
*'SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
8



BUDGET AND FINANCE SUB-COMMITTEE MEETING o OCTOBER 9, 2019

 City Subsidy
'MOHCD has an ex15t|ng infrastructure loan agreement with Mercy and Related for Sunnydale

HOPE SF Block 6 in the amount of $11,000,000, as noted above. The proposed resolution would
increase the City's SLIbSIdy for the development of Sunnydale HOPE SF Block 6 to $29,647,014.

The total City subsrdy per unit would total $177 527 or $121 64 per square foot, as shown in
“Table 2 below

.. Table 2: City Subsidy for Sunnydale HO‘PE SF Block 6

Number of units 167
Total building area 243,721 sf
Total City subsidy ' $29,647,014 .
City Subsidy per unit ’ ' $177,527
City Subsidy persf - . $121.64

Loan Terms o _ .

Acoording to-the amended and restated loan agreement, the loan répayment is due on the 57t
year of the loan. Loan repayment obligations are limited to the availability of residual receipts,
or annual cash flow after operating costs have been paid..Interest not paid to the City each year
due to lack of available residual receipts will be forgiven and will not accrue, For any year when -
the replacement reserve balance is less: than 1.5. times the original replacement reserve
amount, one-third is retained by the project sponsor, and the other two-thirds is deposited. into
the replacement reserve. In the event that the replacement reserve balance is greater than 1.5
the original amount,-then the City would receive repayment on the loan.

Affordability Restrictions

As mentioned above, the San Franciseo Housing Authority lntends to ground lease the land to
the project sponsor for a term of 57 years. The project sponsor will have an option to extend
the ground lease up to 99 years. In addition, MOHCD will have a declaration of restrictions on

the property that will ensure that the property stays affordable. According to Ms. Sara Amaral,

- Senior Project Manager at MOHCD, in the unlikely event that the project sponsor sells the

property, MOHCD's loans would be paid back.

The Sunnydale HOPE SF Block 6 development has an average development cost of $890,333 per
unit, or $610 per square foot. According to Ms. Amaral, MOHCD, the project sponsor, and the

- lender/investors each have representatives that work together to contain costs and engage in
value engineering. '

Because of the increasing costs to develop affordable housing in the Clty ancl the pendlng
November 2019 ballot measure to approve $600 million in General Obligation bonds to fund
affordable housing development, the Board of Supervisors should amend the proposed

SAN FRANCISCO BOARD OF SUPERVISORS » } BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE SUB-COMMITTEE MEETING ' . : OCTOBER 9, 2019

resolution to request a report from the MOHCD Acting Executive Director by no later than
December 9, 2019, detallmg the City’s procedures to contain the costs of affordable housmg
development. :

Because the proposed loan of $18,647,014 to partially finance the development of Block 6 is ‘
- consistent with-other Board of Supervisors actions, we recommend approva! of the proposed
resolutlon

1. Amend the proposed resolution-to request a report from the MOHCD Acting Executive
" Director by no later than December 3, 2019, detallmg the City’s procedures to contain the
costs of affordable housing development.
2. Approve the proposed resolution as amended.

SAN FRANCISCO BOARD OF SU PERVlsoRs : ‘ BUDGET AND LEGISLATIVE ANALYST
' 10 ' ‘
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BUDGET AND FINANCE COMMITTEE MEETING - . - OCTOBER 9, 2019

ltem_ 8 Department:
File 19-0980 : | Mayor's Office

Legxslatlve Objectives

The proposed resolutlon would authonze the Director of the Mayoy’s Ofﬁce of Housing and
Community Development (MOHCD) to execute an‘amended and restated loan agreement with
Mercy Housing California (Mercy) and The Related Companies of California (Refated), for a
tota) loan amount not to exceed $18,647,014 to finance the construction of a 167-unit rental

housmg development for low-income households, known as Sunnydale HOPE SF Block 6. '

Key Points

o In 2005, the San Francisco Housing Au’chonty began the HOPE SF project to repair and
renovate four public housing sites: Hunters View, Potrero Terrace and Potrero Annex,
Sunnydale, and Alice Griffith, The fargest of these sites, Sunnydale, is in the Visitacion
Valley Neighborhood, and is a 50-acre, 775-unit site home to more than 1,700 people.

s Block 6 will be the second affordable housing development built for the Sunnydale HOPE
SF revitalization-and will include 167 affordable units, including 75 replacement units for
Sunnydale public housing households currently llvmg onsite. :

Fiscal lmpact
o The fundlng sources for the proposed gap loan agreement lnclude $4, 561 048 of 2015
. Proposition A General Obligation Bond proceeds, 55,200,000 of HOME funds, $3,578,947
of CPMC funds, and $5,307,019 of HOPE SF certificates of participation. -

a The uses of the proposed gap foan include soft costs, reserves, and developer fees,

= The. proposed resolution would -increase the City’s subsidy for the development of

"~ Sunnydale HOPE SF Block 6 to $29,647,014. The total Clty subsidy. per unit would total ‘
$177,527, or $121.64 per square foot. -

e The total development cost of the Sunhydale HOPE SF Block 6 prolect is $148 685, 657 of
which the proposed gap loan amount of $18_ 647,014 represents 13 percent, -

Policy Consideration '

= The Sunnydale HOPE SF Block 6 development has ah average development cost of
‘ $890 333 per unit, or $610-per square foot. -

Recommaeéndations

s Because of the increasing costs to develop affordable housing in the City and the pending
. November 2019 ballot measure to approve $600 million in General Obligation bonds t6
fund affordable housing development, the Board of Supervisors should request a report |.
from the MOHCD Acting Executive Director by no later than Octoper 31, 2019, detailing .
the City's procedures to contain the costs of affordable housing deVelopment

° Approve the proposed resolution.

SAN FRANCISCO BOARD OF SUPERVISORS ) BU,DGEf AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE SUB-COMMITTEE MEETING OCTOBER 9, 2019

City Charter Section 9,118(b) states that any contract entered into by a department, board or
commission in excess of $10 million or 10 years is subject to Board of Supervisors approval by
resolution.-Ordinance 202-19, adopted by the Board of Supervisors in August 2019, authorized
the Director of the Mayor’s Office of Housihg and Community Development to enter into loan
‘and grant agreements of more than 10 years without further Board of Superwsors approval if
the total foan or grant amount is less than $10 million.

Sunnydale HOPE SF History

In 2005, the San Francisco Housing Authority began the HOPE SF project to repair and renovate
four public housing sites: Hunters View, Potrero Terrace and Potréro Annex, Sunnydale, and
Alice Griffith. The largest of these sites, Sunnydale, is in the Visitacion Valley Nelghborhood and
is a 50-acre, 775 -unit site home to more than 1,700 people.

“In 2006, the Board of Supervisors amended the San Francisco Administrative Code to establish
the HOPE SF fund to provide financial assistance to the San Francisco Housing Authority and
housing developers for HOPE SF projects (File 07-0843).

In 2007, the San Francisco Housing Authority and HOPE SF released a request for qualifications
to develop the four large-scale target sites. The San Francisco Housing Authority selected Mercy
" Housing California (Mercy) and The Related Companies of California (Re!ated) as co-developers
for the Sunnydale development,

In 2016 the Board of Supervisors approved a development agreement between the City, the
San Francisco Housing Authority, and Sunnydale Development Co. LLC, for the
Sunnydale BOPE-SF Project, including the use of impact fees for improvements. and other
.commumty benefits {File 16-1309).

In January 2017, the Board of Supervisors approved a development agreement and a master

- development agreement between the City and Mercy and Related, and the Sunnydale' HOPE SF
Special Use District to facilitate the development of the project (File 16-1164). The
development agreement included the'phasing plan and master infrastructure plan for the
master development. The development agreement also.includes language that allows the
master developer to form tax credit partnerships for its affordable housing developments and
other legally affiliated entities to facilitate the build cut of the master plan.

In April 2019, the Board of Supervisors approved a loan agreement with Mercy and. Related to
finance development of infrastructure improvements for the Sunnydale HOPE SF development
{File 19-0315). ‘

" Sunnydale HOPE SF Block 6

Block 6 will be the second affordable housing development built for the Sunnydale HOPE SF
revitalization, Block 6 will include 167 affordable units (21 one-bedroom, 95 two-bedroom, 40
three-bedroom, and 11 four-bedroom apartments). Seventy-five percent of the units, or 125

SAN FRANCISCO BOARD OF SUPERVISORS - BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FiNANCE'SUB—COMMiTrEE MEETING : OctoBER 9, 2019

units, will be set aside as replacement units for Sunnydale public housing households currently
living onsite. The remaining 41 units will be available to households earning up to 60 percent of
AMI and will be marketed through the housing lottery. All units are restricted at a maximum
income limit of 60 percent of AMI. One unit will be set aside for property management.
Construction Is expected to start in November 2019 with project compietion and full lease up
expected by May 2022,

The proposed resolution would: (1) authorize the Director of the Mayor's Office of Housing and
Community Development (MOHCD) to execute an amended and restated loan agreement with
Mekcy Housing California (Mercy) and The Related Companies of California (Related), for a total
loan amount not te exceed $18,647,014 to partially finance the construction of a 167-unit
rental housing development for low-income households, known as Sunnydale HOPE SF Block 6;
and (2) find that the loan is consistent with the adopted Mitigation Monitoring and Reporting
Program under the California Env:ronmental Quality Act, the City's General Plan, and the
priority policies of Planning Code Section 101.1.

Funding Sources

In November 2015, the voters of San Francisco approved Proposition A, which provided for the
issuance of up to $310 million in general obligation bonds to finance the construction,
acquisition, improvement, rehabilitation, preservation, and repair of certain affordable housing
improvements. The proposed gap loan agreement includes $4, 561 048 of Proposition A
funding.

The City is authorized under an agreement with the U.S. Department of Housing and Urban
Development (HUD) to distribute HOME Investment Partnership Program funds (HOME Funds)
forthe specific purpose.of increasing the housing stock in the City for low- and very low-income
persoris The proposed gap loan agreement includes $5,200,000 of HOME Funds.

in July 2013, the Board of Supervisors approved an ordinance that required Sutter West Bay

Hospital to deposit funds into the Citywide Affordable Housing Fund (CPMC Funds) (File 12-

0366). The CPMC Funds are to be used for predevelopment and develdpment expenses and

administrative costs associated with acquisition, construction, or rehabilitation of permanently

affordable housing units in San Francisco, MOHCD is authorized to administer CPMC Funds and
- enforce agreements relatlng to them. The proposed gap loan agreement includes $3,578,947 of
CPMC Funds,

The City has issued certificates, of participation to provide funds for the development of the
Sunnydale HOPE SF Block 6 project. The proposed gap loan agreement includes $5,307,019 of
HOPE SF certificates of participation. '

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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Uses of Funds

Mercy and Related intend to enter into a long-term ground lease for the property located at
242 Hahn Street with the San Francisco Housing Authority for $15,000 annually. The other uses
of the proposed gap loan.include soft costs, reserves, and developer fees, as shown in Table 1
below. ‘ o :

The total development cost of the Simnyda!e HOPE SF Block 6 project is $148,685,657, of which
the proposed gap loan amount of $18,647,014 represents 13 percent.

Table 1: Sources and Uses of Funds for Sunnydale HOPE SF Block 6

MOHCD Gap Other
, _Loan {File NMICHCD Non-City

Sources o 19-0980) Sources Sources -Total
2015 General Obligation Housing Bond 54,561,048 . ' $4,561,048
HOME Funds 5,200,000 o 5,200,000
CPMC Funds 3,578,547 . - 3,578,947
HOPE SF Certificates of Participation 5,307,019 5,307,019
MOHCD Infrastructure Loan (File 19-0315) . $11,000,000 11,000,000
Tax-Exempt Permanent Bank Loan : $9,086,000 9,086,000
Tax-Exempt Permanent Bank Loan - Section 8 _ »
Tranche ’ 43,107,000 43,107,000
Deferred Developer Fee ) . . 5,420,466 5,420,466
LP Equity ‘ ‘ 60,925,177 60,925,177
General Partner ' o ‘ 500,000 500,000

_Total | $18,647,014  $11,000,000 $119,038,643 $148,685,657
Uses . - . ) : :

* Acquisition $1 $1
Construction {Hard Costs) ) $11,000,000 .$108,460,561 119,460,561
Soft Costs® X ‘ ’

‘ Architecture & Design 3,711,040 3,711,040
Engineering & Environmental Studies 344,000 : 344,000
Construction Financing Costs 8,327,617 946,576 9,274,193
Permanent Financing Costs 290,865 - 280,965
_legal Costs | = 432,193 , 432,193
" Entitlement/Permit Fees 1,968,920 1,968,920
Other Development Costs 2,341,450 ) 2,341,450
. Soft Cost Subtotal 13,705,145 - 4,657,616 18,362,761
Soft Cost Contingency {5%) 867,208 . 867,208
Operating Reserves ) 1,204,660 : 1,204,660
Developer Fees 2,870,000 5,920,466 8,790,466
' Total | 18,647,014  $11,000,000 $119,038,643 $148,685,657
% of Total Development Cost 13% 7% 80% 100%

SAN FRANCISCO BOARD OF SUPERVISORS - BUDGET AND LEGISLATIVE ANALYST .
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City Subsidy

MOHCD ha's an existing infrastruc’cure loan agreement with Mercy and Related for Sunnydale
HOPE SF Block 6 in the amount of $11,000,000, as noted above, The proposed resolutior.would
increase the City’s subsidy for the development of Sunnydale HOPE SF Block 6 to $29,647,014.

The total City subsidy per unit would total $177,527, or $121 64 per square foot, as shown in’
Tahle 2 below .

Table 2: City Subsidy for Sunnydale HOPE SF Block 6

Number of units 1 167 .
. Total building area 243,721 sf
Total City subsidy ‘ $29,647,014
City Subsidy per unit $177,527
City Subsldy per sf . . $121.64

Loan Terms

According to the amended and restated loan agreement, the loan repayment is due on the 57"
year of the loan. Loan repayment obligations are limited to the availability of residual receipts,
or annual cash flow after operating costs have been paid. Interest not paid to the City each year
due to lack of available residual receipts will be forgiven and will not accrue. For any year when
the replacement reserve balance s less than 1.5 times the original replacement reserve -
amount, one-third is re’cained by the project sponsor, and the other two-thirds is deposited into
the replacement reserve. In the event that the replacement reserve balance is greater than 1.5
the orlgmal amount, then the City ‘would receive repayment on the loan. ‘

Affordability Restrictions

As mentioned above, the San Francisco Housing Authority intends to ground lease the land to
the project sponsor for a term.of 57 years. The project sponsor will have an option to extend
the ground lease up to 99 years. in addition, MOHCD will have a declaration of restrictions on
the property that will ensure that the property stays affordable. Accarding to Ms. Sara Amaral,
Senior Project Manager at MOHCD, in the unlikely event that the prOJect sponsor sells the
property, MOHCD’s loans would be paid back.

" The Sunnydale HOPE SF Block 6 development has an average development cost of $890,333 per

_unit, or $610 per sguare foot. According to Ms, Amaral, MOHCD, the project sponsor; and the
lender/investors each haVe representatives that work together to contain costs and engage in’
value enigineering.

Because ‘of fhe increasing costs to develop affordable housing in the City and the pending
November 2019 ballot measure to approve $600 million in General Obligation bonds to fund
affordable housing development, the Board of Supervisors should.request a report from the

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
. 12 . )

2330



BUDGET AND FINANCE SUB-COMMITTEE MEETING ' OcroBer 9, 2019

MOHCD Acting Executive Director by no later than October 31, 2019, detailing the City's
procedures to contain the costs of affordable housing development.

Because the proposed loan of $'18,647,014 to partially finance the development of Block 6 is
consistent with other Board of Supervisors actions, we recommend approval of the proposed.
resolution. ’

1. Request a report from the MOHCD ‘Acting Executive Director by.no later than October 31,
2019, detailing. the City’s procedures to contain the costs of affordable housing
development. : ' ;

2. Approve the proposed resolution.. '

SAN FRANCISCO BOARD OF SUPERVISORS ' BUDGET AND LEGISLATIVE ANALYST
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AMENDED AND RESTATED LOAN AGREEMENT
- (CITY AND COUNTY OF SAN FRANCISCO
.2015 GENERAL OBLIGATION-BOND FOR AFFORDABLE HOUSING, CPVIC FUNDS
HOME FUNDS, HOPE SF CERTIFICATE OF PARTICIPATION).

Ce

' By and Between

THE CITY AND COUNTY OF SAN FRANCISCO,
a municipal corporation, represented by the Mayor, _
acting by and through the Mayor’s Office of Housing and Community Development, -

and

SUNNYDALE BLOCK 6 HOUSING PARTNERSHIP, L.P.,
A California limited paﬂnersmp,

for

SUNNYDALE HOPE SF BLOCK 6
242 HAHN STREET
. up to $18,647,014 '
2015 GENERAL OBLIGATION BOND FOR AFFORDABLE HOUSING, HOME FUNDS,
. CPMC FUNDS, HOPE SF CERTIFICATES OF PARTICIPATION

Dated as of .

ACTIVE 246855951v.1
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AMENDED AND RESTATED LOAN AGREEMENT
(City and County of San Francisco
2015 General Obligation Bond for Affordable Housing, HOME Funds, CPMC Funds, HOPE SE. .
Certificates of Participation)
242 Hahn Street

THIS AMENDED AND RESTATED LOAN AGREEMENT ("Agreerent") is .
entered into as of .20 by and between the CITY AND COUNTY
OF SAN FRANCISCO, a municipal corporation (the "City"), represented by the Majyor, acting
" by and through the Mayor’s Office of Housing and Community Development ("MOHCD"), and
SUNNYDALE BLOCK 6 HOUSIN G PARTNERSHIP, L P., a California limited partnershlp
("Borrower™).

RECITALS

A " On November 3, 2015, the voters of the City and County of San Francisco
approved Proposition A, which provided for the issuance of up to $310 million in general
obligation bonds to finance the construction, acquisition, imiprovement, rehabilitation,
preservation and repair of certain affordable housing improvements (the "2015 General '
Obligation Bond for Affordable Housing"). To the extent permitted by law, the City intends to
reimburse with proceeds of the Bond amounts disbursed under thlS Agreement to- Borrowar for
the development of afferdable housmg :

B..  TheCity is authorized under a HOME Investment Partnership Agreement with - ‘
the United States Department of Housing and Urban Development ("HUD"), executed pursuant
to Title II of the Cranston-Gonzalez National Affordable Housing Act of 1990 (42 U.S.C.

§§ 12701 ef seq. and 24 CFR §§.92) to distribute HOME Investment Partnership Program funds
(the “HOME Funds™) under this Agreement for the specific and special purpose ofi mcreasmg the
_ housing stock in the City for low— and very 1ow-1ncome persons.

C. Under the Exhibit G ~Housing Program of the Development Agreement by-and
between the City and County of San Francisco and Sutter West Bay Hospitals, which was
approved by the San Francisco Board of Supervisors on July 9, 2013 under Ordinance 138-13,
Sutter West Bay Hospital is required to deposit funds into the Citywide Affordable Housing
Fund (the “CPMC Funds”).. The CPMC Fund funds are to be used for predevelopment and
development expenses and administrative costs associated with acquisition, construction, or
rehabilitation of permanently affordable housing units in San Francisco. Under Ordinance 138-
13, MOHCD is authorized to admmxster the CPMC Fund and enforce agreements relating to
them.

D. The City has issued certificates of participation to provide funds under this
Agreement for the development of affordable housing (the “HOPE SF Certificates of
- Participation Funds™): (Together, the 2015 General Obligation Bond for Affordable Housing ,
HOME Funds, CPMC Funds, and the HOPE S¥ Certificate of Participation Funds are the
. “Punds” under this Agreement.) :
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E. Borrowar intends to acquire a leasehold interest in the real property located at 242

Hahn Street, in San Francisco, California (the "Land") under a ground lease (the "Ground
Lease"), by and between Borrower and The Housing Authority of the City and County of San
Francisco ("Ground Lessor"). Borrower desires to use the Funds to construct a 167-unit
multifamily rental housing development (the “Improvements™ for low-income households, -
which will bé known as Sunnydale HOPE SF Block 6 (the "Project”). The development of the
Project is intended to assist with the relocation of tenants from the larger Sunnydale development
located adjacent to the Site, as defined below. The Project is part of Phase 1Al and 1A2 of a

" proposed larger master development that will demolish 775 existing. pubhc housing units and
construct up to approximately 1,770 new units of replacement public housing, affordable

housing, and market rate housing; commonly known as the' Sunnydale HOPE SF developmcnt
(the “Master Development™.

F.-  City provided a loan of FOUR MILLION ($4,000,000) (“Original Loan™) to
Borrower pursuant to that certain Loan Agreement dated October 17, 2017 (“Original
Agreement™), for the purpose of fihancing Borrower’s costs related to predevelopment activities
of the Project. As evidence-of the Original Loan, Borrower executed that certain Secured

Promissory Note dated October 17, 2017 (“Original Note™).

G. The City has reviewed Borrower's application for Funds and, in reliance on the
accuracy of the statements in that application, has agreed to increase the loan of Funds to
Borrower (the "Loan") by FOURTEEN MILLION, SIX HUNDRED FORTY SEVEN
THOUSAND FOURTEEN ($14,647,014 for a total funding amount up to BIGHTEEN .

- MILLION SIX HUNDRED FORTY SEVEN THOUSAND FOURTEEN and No/100 Dollars
($18,647,014) (the "Funding Amount") under this Agreement to fund certain costs related to the

" construction, including permanent financing of the Project. The Funding Amount is comprised of .
(i) 2015 General Obligation Bond for Affordable Housing in the amount of FOUR MILLION .
FIVE HUNDRED SIXTY ONE THOUSAND FORTY EIGHT and No/100 Dollars
(34,561,048), (i) HOME Funds in the amount of FIVE MILLION TWO HUNDRED
THOUSAND and No/100 Dollars ($5,200,000), CPMC Funds in the amount of THREE
MILLION FIVE HUNDRED SEVENTY EIGHT THOUSAND NINE HUNDRED FORTY

'SEVEN and No/100 Dollars ($3,578,947), and HOPE SF Certificates of Participation Funds in
the amount up to FIVE MILLION THREEHUNDRED SEVEN THOUSAND NINETEEN and

.No/100 Dollars ($5,307,019). Borrower has secured the following additional financing for the
Project (as défined below): 4

1. acommitment from HUD for rental assistance payments for-107 units of Project.
Based Section 8 (“PBV”) from the Housing Authority of the Cxty and County of
San Francisco (SFHA) (the “PBV AHAP Contract™);

2. acommitment from HUD for rental assistance payments for 18 units under a
Rental Assistance Demonstration Commitment to Enter Into Housing Assistance -
Payment ("RAD CHAP") and budget authority in the amounts of THREE
MILLION SIX HUNDRED TWENTY FOUR THOUSAND FOUR HUNDRED
EIGHTY and No/100 Dollars ($3,624,480.00), respectively;
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A3. “federal and/or state low income housing tax credits reserved or allocated to the
© Project by the California Tax Credit Allocation Committee ("TCAC"), putsuant to
its Preliminary Reservation of Low-Income Housing Tax Credits dated July 17,
2019; and

4, an equfty éontribution from Borrower in the amount of FIVE HUNDRED
THOUSAND and No/100 Dollars ($500,000.00). -

5. a conétruction and permanent loan from Wells Fargo Bank to Borrower in the -
amount of ONE HUNDRED SIX MILLION SIX HUNDRED EIGHTY
THOUSAND and No/100 Dollars ($106,680 000.00). :

H. City has agreed to make a loan of Funds to BorroWer in the amount noted above.
The Funding Amount includes sufficient funds to bridge an anticipated Affordable Housing
Program (“AHP”) grant in the amount of Five Hundred Forty Thousand and No/100 Dollars
(31,660 000) (the “ATIP Bridge Loan”).

L Sunnydale Infrastructure, LLC (the “Infrastructure Developer”) will assign a
portion of its obligation to repay the Phase 1Al and 1A2 Infrastructure Gap Funds (“Assigned
Funds”) to Borrower through an Infrastructure Reimbursement and Assignment Agréement (the
“Assignment Agreement”), attached hereto as Exhibit Q, in substantially final form. The Assigned
Funds will be evidenced by a new note (the “Assigned Promlssory Note”) which substantlally final
form is attaohed heteto as Exlnbxt R. ) ,

AGREEMENT

NOW, THEREFORE, in consideration of the mutual promises and covenants set forth in
this Agreement, the parties agree as follows:
ARTICLE 1 DEFINITIONS.

1.1 Defined Terms. Asused in'this Agreement, the following words and phrases
- have the following meanings: .

"Accounts" means all depository accounts, including reserve and trust accounts, required
or authorized under this Agreement or otherwise by the C1ty n ertmg All Accounts must be
maintained in accordance wrch Section 2.3.

"Agreement" means this Amended and Restated Loan Agreement.

"Agreement Date” means the date first written above.

“AHP” means funding means the Affordable Housing Pro gram, which prov1des funds
from a Federal Reserve Bank.

"Annual Monitoring Report" has the meaning set forth in Section 10.3.
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' “Annual Operating Budget” means an annual operating budget for the Project attached -
hereto as Exhibit B-2, which may not be adjusted without the City's prior written approval.

“‘Approvcd Plans™ has the meaning set for in Section 5.2.
“Approved Specifications” has the meaning set forth in Section 5.2.

“Area Median Income” (or “AMI”) means median income as published annually by
MOHCD, derived from the Income Limits determined by the United States Department 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 “Unadjustéd Median Income”.

“At Risk Developer Fee” means a portion of the total Developer Fee that is at-risk for
payment due to cost overruns that exceed the dvailable contingency funds in the final project
‘budget approved by MOHCD at construction loan closing, .

"Authorizing Resolutions" means: (a) in the case of a corporation, a certified copy of resolutions
adopted by its board of directors; (b) in the case of a partnership (whether general or limited), a
certificate signed by all of its general partners; and (c) in the case of a limited liability company,
a certified copy of resolutions adopted by its board of directors or members, satisfactory to the
City and evidencing Borrower's authority to execute, deliver and perform the obligations under
the City Documents to which Borrower is a party or by which it is bound.

"Borrower" means Sunnydale Block 6 Housing Partnership, L.P., a California limited
partnership whose managing general partner is Sunnydale Block 6 LLC, a Delaware limited -
liability company (the “Managing General Partner”), and whose administrative general partner is

‘Related/Sunnydale Block 6 Development Co. LLC, a California limited liability company (the
“Administrative General Partner” and collectively with the Managing General Partner, "General
Partner"), and its authorized successors and assigns.

“Certificate of Preference” means the form establishing a pmonty right for tenant
selection, as further described in the Operational Rulés.

“Certxﬁcate of Prefercncc Holdcr” means a person or household that has becn 1ssued a
Certificate of Preference.

"CFR" means the Code of Federal Regulations.

"Charter Documents" means: (a) in the case of a corporation, its articles of incorporation
and bylaws; (b) in the case of apartnershlp, its partnership agreement and any certificate or
statement of partnership; and (c) in the case of a limited liability company, its operating
agreement and any LLC certificate or statement. The Charter Documents must be delivered to
the City in their original form and as amended from time to time and be accompanied by a
certificate of good standing for Borrower issued by the California Secretary of State and, if
Borrower is organized under the laws of a state other than California, a certificate of good
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standing issued by the Secretary of State of the state of orgamzatxon 1ssued no more than ninety -
. (90) days before the Agreement Date.

"City" means the Clty and County of San Francisco, a municipal corporation, represented
by the Mayor, acting by and through MOHCD. Whenever this Agreement provides for a
. submission to the City or an approval or action by the City, this Agreement refers to submission
to or approval or action by MOHCD unless otherwise indicated.

"City Documents" means this Agreement, the Note, the Deed of Trust, the Declaration of
Restrictions, and any other documents executed or, delivered.in connection with this Agreement.

“City Project" has the meaning set forth in Exhibit E, Section 13(c).

"CNA" means a 20-year capital needs assessment or analysis of replacement reserve
reqmremen’cs as further defined by MDHCD’S CNA policy, as it may be amended from time to
time. . :

"Completion Date" has the meaning set forth in Section 5.6.

"Compliance Term" has the meaning set forth in Section'3.2'.

“Construction Contract” has the meaning set forth in Section 5:2.

“Contracting Manual” means the Contracting Manual (2006 Amendment) for Federally
Funded Construction Projects Financed by the Mayor’s Office of Housing, issued by MOHCD
on November 18, 2002, as arnended on May 22, 2007, as the same may be further amended from
time to time. ’ .

“Control of the Site” means execution of the Ground Lease with the Ground Lessor.

“Conversion Date” means the date on which constriction financing for the Project is
converted into permanent financing, if applicable.

"Declaration of Restrictions" means a recorded declaration of restrictions that requires
Borrower and the Project to comply with the use restrictions in this Agreement for the
Compliance Term, even if the Loan is repaid or otherwise satisfied, this Agreement terminates or
the Deed of Trust is reoonveyed

"Deed of Trust“ means the deed of trust executed by Borrower granting a lien on the ‘
Borrower’s leasehold interest in the Site and the Project to secure Borrower's performance under
this Agreement and the Note, in form and substance acceptable to the City. -

“Department of Building Inspection” has the nﬁcani:ng set forth in Section 5 2.

“Developer” means Mercy Housing California and The Related Compames of California,
LLC, a California limited liability company
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"Developer Fees" has the meaning set forth in Section 15.1.

"Development Expenses” means all costs incurred by Borrower and approved by the City
in connection with the development of the Project, including: (a) hard and soft development
costs; (b) deposits into required capitalized reserve accounts; (c) costs of converting Project
financing, including bonds, into permanent ﬂnancmg, (d) the expense of a cost aud1t and
(e) allowed Developer Fees.

"Development Proceeds" means the sum of: (a) funds contributed or to be contributed to
Borrower by Borrower's limited partner as capital contributions, equity or for any other purpose

under Borrower's limited paitnership agreement; and (b) the proceeds of all othér financin g for
the Project. A

"Disbursement” means the disbursement of all or a portion of the Funding Amount by the
City as described in Article 4.

“Displaced Tenant Preference Certificate Holder” means a person or household that has

been issued a certificate under the Displaced Tenant Preference Pro gram, as further described in
the Operatlonal Rules.

"Distributions" has the meaning set forth in Section 13.1.

“Barly Retention Release Confractors™ means contractors who will receive retention
payments upon satisfaction of requirements set forth in Section 4.7.

"Environmental Activity" means any actual, proposed or threatened spill, leak, pumping, -
discharge, leaching, storage, existence, release, generation, abatement, removal, disposal,
" handling or transportation of any Hazardous Substance from, under, into or on the Site.

"Environmental Laws" means all present and future federal, state, local and
administrative laws, ordinances, statutes, rules and regulations, orders, judgments, decrees,
agreements, authorizations, consents, licenses, permits and other governmental restrictions and

" requitements relating to health and safety, industrial hygiene or the environment or to any
Hazardous Substance or Environmental Activity, including the Comprehensive Environmental
Response, Compensation, and Liability Act of 1980 (commonly known as the “Superfund" law)
(42 U.S.C. §§ 9601 et seq.), the Resource Conservation and Recovery Act of 1976, as amended’
by the Solid Waste and Disposal Act of 1984 (42 U.S.C. §§ 6901 ef seq.); the National
Environmental Policy Act of 1969 (“NEPA”) (24 CFR §§ 92 and 24 CFR §§ 58); the California
Hazardous Substance Account Act (also known as the Carpenter-Presley-Tanner Hazardous-
Substance Account Law and commonly known as the "California Superfund" law) (Cal. Health
& Safety Code §§ 25300 et seq.); and the Safe Drinking Water and Toxic Enforcement Act of
1986 (commonly known as "Proposition 65") (Cal. Health & Safety Code §§ 25249.2 et seq.);
and Sections 25117 and 25140 of the California Health & Safety Code.

"Bscrow Agent' has the meaning set forth in Section 4.2.
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"Byent of Default" has the meaning set forth in Sectién 19.1.

"HExcess Proceeds” means Development Proceeds remammg after payment of
Development Expenses, For the purposes of determining Bxcess-Proceeds, no allowed PI‘OJCCt
Expenses may be included in Development Expenses.

“Bxisting Tcnants” means any Tenant lawfully residing at Sunnydale as of the date of
April 1, 2016, who is required to move from a dwelling unit scheduled for revitalization, -

“Expenditire Request" means a written request by Borrower for a Disbursement from the
Funding Amount, which must certify that the Project costs covered by the Expenditure Request
have been paid or 1ncurred by Borrower,

"Funding Amount” has the meaning set forth in Recital G.
"Funds" ha§ the meaning set forth in Recital D.

. "GAAP" means generally accepted accounting principles in effect on the date of this
Agreement and at.the time of any required performance.

"General Partner" means Sunnydale Block 6 LLC, a Delaware limited hablhty company
and Related/Sunnydale Block 6 Development Co., LLC, a Cahforma limited liability company.

"Governmental Agency" means: . (a) any government or municipality or political
subdivision of ahy government or municipality; (b) any assessment, improvement, community
facility-or other special taxing district; (c) any governmental or quasi-governmeéntal agency,
authority, board, bureau, commission, corporation, department, instrumentality or public body;”
or (d) any court, administrative tribunal, arbitrator, public utility or regulatory body.

"Ground Lease" has the meaning set forth in Recxtal E.
"Ground Lessor" has the meaning specified'in Recital E.

“"Tazardous Substance" means any material that, beoause of its quantity, concentration or
. physical or chemical characteristics, is deemed by any Governmental Agency to pose a present
or potential hazard to human health or safety or to the environment. Hazardous Subsfance
includes any material or substance listed, defined or otherwise identified as a "hazardous
substance," "hazardous waste," "hazardous material," "pollutant,” "contaminant," "pesticide" or
is listed as a chemical known to cause cancer or reproductive toxicity or is otherwise identified
as "hazardous" or "toxic" under any Environmental Law, as well as any asbestos, radioactive

- materials, polychlorinated biphenyls and any materials containing any of them, and petroleum,
including crude oil or any fraction, and natural gas or natural gas liquids, Materials of a type and
quantity normally used in the construction, operation or maintenance of developments similar to
the Project will not be deemed "Hazardous Substances" for the purposes of this Agreement if
used in conipliance with applicable Environmertal Laws.
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“HOPE SF Monthly Report” has the meaning set forth in Section 10.2.

_"HUD" means the United States Department of Housing and Urban Development acting
by and through the Secretary of Housing and Urban Development and any authorized agents.”

"HUD Requirements" means the RAD Requirements and the PBV Requirements; each as
for the term applicable to the Project or to Units within the Project.

“HUD Use Agreement” means the Use Agreement to be executed by Borrower and

recorded against the Borrower’s leasehold interest in the Land in connecuon with the RAD
program

"Improvements" has the meaning set forth in Recital B,

"in balance" means that the sum of undisbursed Funds and any other sources of funds that
Borrower has closed or for. which Borrower has firm commitments will be sufficient to complete

acqu1s1t1on/construct10n/rehablhtatlon of the Project, as determined by the City in its sole
discretion.

"Income Restrictions" means the maximum household income limits for Qualified
Households, as set forth in Exhibit A.

“Indemnification Payment" has the meaning set forth in Section 23.3,

"Indernnify" means, whenever any provision of this Agreement requires a person or
entity (the "Indemnitor") to Indemnify any other entity or person (the "Indemnitee"), that the
Indemnitor will be obligated to defend, indemnify and protect and hald harmless the Indemnitee,
its officers, employees, agent, constituent partners, and members of its boards and commissions
harmless from and against any and all Losses arising directly or indirectly, in whole or in part,
out of the act, omission, event, occutrence or condition with respect to which the Indemnitor is
required to indemnify an Indemnitee, whether the act, omission, event, occurrence or condition is
‘caused by the Indemnitor or its agents, employees or contractors, or by any third party or any
natural cause, foreseen or unforeseen; provtded that no Indemnitor will be obligated to
indemnify any Indemnitee against any Loss arising or resulting from the gross negligence-or
intentional wrongful acts or omissions of the Indemnitee or its agents, employees or contractors.
If a Loss is attributable partially to the grossly negligent or intentionally wrongful acts or
omissions of the Indemnitee (or its agents, employees or contractors), the Indemnitor must

Indemnify the Indemnitee for that part of the Loss not attributable to its own grossly negligent or
intentionally wrongful acts or omissions or those of its agents, employees or contractors.

"Indemnitee" has the specific meaning set forth in Section 23.1 and the general meamng
set forth in the definition of "Indemmfy "

"Tndemnitor has the meaning set forth in the definition of "Indemnify."
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"Land" means the real property awned by Ground Lessor on which the Site is located.

"Laws" means all statutes, laws, ordinances, regulations, orders, writs, judgments,
injunctions, decrees or awards of the United States or any state, county, municipality or
Governmental Agency.

“License Agreement” means the revocable license agreement between Borrowet and
SFHA. permitting Borrower to access the Property prior to the date on which Borrower obtains
Control of the Site on the terms and conditions more particularly set forth therein.

“Limited Partner” means Wells Fargo Affordeble Housing Cormamunity Development
Corporation, and its permitted successors and assigns.

_ "Loan" has the meaning.set forth in Recital G.
© "Loss" or "Losses" includes any loss, liability, démage, cost, expense or charge and

reasonable attorneys' fees and costs, including those incurred in a proceeding in coutt or by
mediation or arbitration, on appeal or in the enforcement of the City's rights or in defense of any
action in a bankruptcy proceedmg

“Matketing and Tenant Selection Plan” has the meaning set forth in Section 6.1.

"Maturity Date" has the meaning set forth in Section 3.1.

"Median Income" means median income as published annually By MOHCD, derived
from the Income Limits determined by HUD for the for the San Francisco area, adjusted solely

for household size, but not high housing cost area, also rcfcncd to as “Unadjusted Median
Incomc .

"MOHCD" means the Mayor’s Office of Housing and Community Devélopment or its
sucCcessor. )

“MOHCD AMI” means the annual percentage increase to the AMI that is limited to the
lesser of (1) the percentage necessary to adjust the AMI to match the then-current year’s AMI or
(2) four percent (4%). .

“Neighborhood Preférence Certificate Holder” means a “Rosuienﬁal Certificate of
Preference Holder” as defined in the Preferences Ordmancc

"Note" means the amended and restated promissory note executed by Borrower i favor
of the City in the original principal amoupt of the Funding Amount.

"Operating Reserve Account" has the meaning set forth in Section 12.2.

“Operational Rules” means MOHCD’s Operational Rules for San Frantisco Housing
Lotteries and Rental Lease Up Activities dated August 1, 2015, as amended from time to time.
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"Op1n10n means an opinion of Borrower s California legal counsel; satisfactory to the -
City and its legal counsel, that Borrower is a duly formed, validly existing California limited
partnership in good standing under the laws of the State of California, has the power and
authority to enter into the City Documents and will be bound by their terms when executed and
delivered, and that addresses any other matters the City reasonably requests.

"out of balance" means that the sum of undisbursed Funds and any other sources of funds
that Borrower has closed or for which Borrower has firm commitments will not be sufficient to

complete acquisition/construction/rehabilitation of the Project, as determmed by the City in its
sole discretion,

“Outside Acquisition Date” has the meaning set forth in Section 3.1

. ”Partnership Agreement” means the Amended and Restated Agreement of Limited
Partnership of the Borrower dated as of . _, as amended from time to time.

"PBV HAP Contract" means that contract entered ihto between the Borrower and SFHA,
the contract administrator, that sets forth the rights and duties of Borrower and SFHA with
respect to the Project and the payments under the contract. For the purpose of this Agreement’
~ the term means the following agreements: Project-based Voucher Program, HAP Contract for
New Construction or Rehabilitation- Part I (HUD Form 52531A) to be entered-into between the
- Lessor and the Lessee; Project-based Voucher Program, HAP Contract for New Construction or
Rehabilitation - Part IT (HUD Form 5253 1B), and any other HUD-required riders to the HAP-
Contract, to be entered into between the SFHA and Borrower.:

"PBV Program" means the Section 8 Project Based Voucher Program established
pursuant to Section: 8(0)(13) of the Act.

"PBV Requirements" means all applicable requxrements of the PBV Program as set forth
- inthe PBV AHAP Contract, as defined in Remtal G, and PBV HAP Contract

"Payment Date" means the first June 30 after the end of the calendar year of the
Completion Date and each succeeding June 30th until the Maturity Date.

"Permitted Exceptions" means liens in favor ofthe City, real property taxes and
assessments that are not delinquent, and any other liens and encumbrances the City expressly
. approves in writing in its escrow instructions.

“Preferences Ordinance” means Chapter 47 of the San Francisco Administrative Code, as
amended from time to time. '

* "Project" means the development described in Recital E, If indicated by the context, ‘
"Project” means the Site and the improvements developed on the Site.
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"Project Expenses" means the following costs, which may be paid from Project Tncome in
the following order of priority to the extent of available Project Income: (a) all charges incurred
in the operation of the Project for utilities, real estate taxes and assessments and premiums for
insurance required under this Agreement ot by other lenders providing secured financing for the

‘Project; (b) salaries, wages and any other compensation due and payable to the employees or
agents of Borrower employed in connection with the Project, including all related withholding
taxes, insurance premiums, Social Security payments and other payroll taxes or payments;

(c) required payments of intérest and principal, if any, on any junjor or senjor financing secured
by the Site and used to finance the Project that has been approved by the City, together with any
other amounts due and payable under the loan documents evidencing such junior and senior
financing; (d) all other expenses actually incurred to cover operating costs of the Project,

* including maintenance and repairs and the fee of any managing agent as indicated in the Annual
‘Operating Budget; (e) required deposits to the Replacement Reserve Account, Operating Reserve
Account and any other reserve account required under this Agreement; (f) annual “Base Rent”
payments under the Ground Lease; (g) the approved annual asset management fees and fees for
providing Supportive Services, each as indicated in the Annual Operating Budget and approved
by the City; (h) any extraordinary expenses approved in advance by the City (other than

expenses paid from any reserve account); and (g) credit adjusters. Project Fees are not Project
Expenses.

- "Project Fees" means deferred Developer Fee, annual partnership management fees and
limited partner fees in amounts approved by the City in the Annual Operating Budget.

"Project Income" means all income and receipts in any form recetved by Borrower from
the operation of the Project, including rents, fees, deposits (other than tenant security deposits),
any accrued interest disbursed from any reserve account required under this Agreement for a
" purpose other than that for which the reserve account was established, reimbursements and other
charges paid to Borfower in connection with the Project. Tenant security deposits, capital

contributions, loan proceeds, and interest accruing on any portxon of the Funding Amount is not
Project Income.

"Project Operating Account” has the meaning set forth in Section 11.1.

"Publication” means any report, article, educational material, handbook, brochure,
pamphlet, press release, public service announcement, webpage, audio or visval material or other
communication for pubhc dissemination, which relates to all or any portion of the Project or is
paid for in whole or in part using the Funding Amount,

"Qualified Household" means a Tenant household earning no more than the maximum
permissible annua) income level allowed under this Agreement as set forth in Exhibit A. The
term "Qualified Household" includes each category of Tenant designated in Exhibit A.

"RAD" or "RAD Program" means the Réntal Assistance Demonstration Program
authorized by the Consolidated and Further Continuing Appropriations Act of 2012 (Public Law

112-55), approved November 18, 2011, and the Consolidated Appropriations Act of 2014
(Public Law 113-76, approved January 17, 2014), and as further described in Notice PIH-2012-

11
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32 (HA), REV-1 issued July 2, 2013, with tecimicai corrections issued on February 6, 2014, and
as further revised in Notice PIH-2012-32 (HA), REV-2, issued on June 15, 2015, as further
revised by FR-6195-N-01, pubhshed Iuly 3, 2018.

"RAD-Assisted Units" means the eighteen (18) Units assmted by the RAD HAP Contract.

"RAD Conversion Commitment" means the Rental Assistance Demonstration

Conversion Commitment between HUD, SFHA and Borrowar dated as of
as amended.

"RAD Documents" means, collectively, the RAD Conversion Commitment, the HUD
Use Agreement, the RAD HAP Contract, and any other documents applicable to the Project
under the RAD program.

"RAD HAP Contract” means that contract entered into between the Borrower and SFHA,

the contract administrator, that set forth the rights and duties of Borrower and SFHA with respect

 to the project and the payments under the contract, For the purpose of this Ameement the term
means the following agreements: Project-based Voucher Program, HAP Contract for New
Construction or Rehabilitation- Part I (HUD Form 52530A) to be entered into between the
Lessor and the Lessee; Project-based Voucher Program, HAP Contract for New Construction or
Rehabilitation - Part II (HUD Form 52530A.) to be entered into between SFHA and Boxrower;
Rental Assistance Demonstration (RAD); Rider to the Section 8 Project-based Voucher (PBV)
Housing Assistance Payment (HAP) Contract for New Construction or Rehabilitated Housing
(Public Housing Conversions: First Component (HUD Form - 52621).

"RAD Requirements" means all requirements of the RAD Pfograrh applicable to

Borrower as set forth in the RAD Documents and any other rules or regulahons promulgated by
HUD for the RAD Program. :

"Rent" means the aggregate annual sum charged to Tenants for rent and utilities in
- compliance with Article 7, with utility charges to Qualified Tenants limited to an. allowancc
determined by the SFHA. - :

"Replacement Cost" means all hard construction costs of the Project, not including the
cost of site work and foundations but including construction contingency, for the purpose of
establishing the amount of the Replacement Reserve Account. This defined term is not intended
to affect any other calculation of replacement cost for any other purpose.

"Replacement Reserve Account™ has the meaning set forth in Section 12.1.

"Residual Recelpts means Project Income remaining after. payment of Project Expenses

~and Project Fees. The amount of Residual Receipts must be based on figures contained in
audited financial statements.

12
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"Retention" has the meaning set forth in Section 4.7.

“Right to Return” means pursuant to the City of San Francisco’s Right to Revitalized
Housing Ordinance, those Existing Tenants who remain in Good Standing, méaning those who
are in lease compliance (including payment of rent), not having been evmtcd, or in the process of
eviction, have the Right to Return to a revitalized housing umt

“SBE Manual” means that certain Small Business Enterprlse Program manual dated Tuly
1,20135, as the same may, be amended from time to time.

, ""Section 8" means rental assistance provided under Section 8(c)(2)(A) of the United -
States Housing Act of 1937 (42 U. S C.§ 1437t) or any s SUGCESSOr Or snnllar rent subsidy
prograws. _ _
"Senior Lien" has the meaning set forth in Section 24.1.
"SFHA" means the San Francisco Housing Authority.
" "Site" means the real prbperty described in Recital B of this Agreement,
"Site" means the Land and the Traprovements. A
“Sunnydale” means both the Sunnydale and Vclasco publlc housing site, owned by
SFHA that consisted of 775 units before revitalization began, and that is currenﬂy slated for

demolition in phases.

"Supportive Services" means services provided in accordance: wﬂh services plan as
. approved by HOPE SF Director, see also Section 3.8. :

“Table" means: (a) the Table of Sources and Uses, (b) the Annual Operating Budget and
(c) the 20-Year Cash Flow Proformia.

" "Table of Sources and Uses" means a table of sources and uses of funds attached hereto
as.Exhibit B-1, including a line item budget for the use of the Fundmg Amount which table may
not be adjusted w1thout the City’s prior written approval..

"TCAC" means the California Tax Credit Allocation ‘Committee.

"Tenant" means any resxdentml household in the Project, whether or not a Quahﬁcd
+ Household.

“Tenant Screening Criteria Policy” has the meaning set forth in Section 6.3., -

. "Title Policy" means an ALTA extendéd coverage lender's policy of title i insur ance in
form and substance satisfactory to the City, issued by an insurer selected by Borrower and
satisfactory to the Clty, together with any endorsements and pOllCIGS of coinsurance and/or

13
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reinsurance required by the City, in'a policy amount equal to the Funding Amount, insuring the
Deed of Trust and indicating the Declaration of Restrictions as valid liens on the Site, each
subject only to the Permitted Exceptions.

“20-Year Cash Flow Proforma” means the 20-year cash ﬂow proforma for the Project
* attached as Exhibit B-3.

”Umt" means a res1dential rental unit within the Project.
“Waiting List” has the meaning set forth in Section 6.5.

“Work Product” has the meaning set forth in Section 24.21.

12 Interpretation. The following rules of constructxon will apply to this Agreement
and the other City Documents.

(a) The masculine, feminine or neutral gender and the singular and plural

forms include the others whenever the context requires. The word "include(s)" means

“include(s) without limitation" and "include(s) but not limited to," and the word "including"
means "including without limitation" and "including but not limited to" as the case may be. No
listing of specific instances, items or examples in any way limits the scope or generality of any
language in this Agreement. References to days, months and years mean calendar days, months
and years unless otherwise specified. References 1o a party mean the named party and its
successors and assigns.

(b)  Headings are for convenience only and do not define or limit any terms.

. References to a specific City Document or other document or exhibit mean the document,

- together with all exhibits and schedules, as supplemented, modified, amended or extended from
time to time in accordance with this' Agreement. References to Articles, Sections and Exhibits
‘refer to this Agreement unless otheérwise stated. |

(c)  Accounting terms and financial covenants will be determined, and
financial information must be prepared, in compliance with GAAP as in effect on the date of -
perfomlance References to any Law, specifically or generally, will mean the Law as amended
supplemented or superseded from time to time.

(d)  The terms and conditions of this Agreement and the other City Documents
are the result of arms'-length negotiations between and among sophisticated parties who were
represented by counsel, and the rule of construction to the effect that any ambiguities are to be
resolved against the drafting party will not apply to the construction and interpretation of the

" City Documents. The language of this Agreement must be construed as a whole according to 1ts
fair meamng

‘ 13 Websites for Statutory References. The statutory and regulafory materials listed
below may be accessed through the following identified websites.
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(  CFRprovisions: WWW.accéssAgpo/nara/cfr :
(b)  OMB circulars: www.whitehouse.gov/OMB/circulars

(c) S.F. Administrative Code:
www.sfgov.org/site/government_index.asp#codes

1.4 Contracting Manual. Borrower shall use the Contracting Mannal as a guide to
Borrower’s responsibilities under Laws and regulations regarding soliciting, awarding and
administeting contracts associated with projects assisted by federal funds. In the event of a

_conflict between the terms of the Contracting Manual and thls Agreement, the terms of the
Agreement shall prevail, A . '

ARTICLE2 FUNDING.

2.1 = Funding Amount. The City agrees to lend to Borrower a maximum principal
amount equal to up to the Funding Amount in order to finance construction related activities for -
the Project. The Funding Amount will be disbursed according to the terms and subject to the
conditions set forth in this Agreement. Borrower and Lender hereby acknoWwledge that, at the
time of the execution of the Loan Documents, it was intended by the parties that, subject to the
. consent of the Mayor’s Office, the principal amount of the Loan might be adjusted to the extent

necessary o meet the Borrower’s pre~construction and construction financing needs, Pursuant to
that understanding, the parties agree that the principal amount of the Loan may be increased to
the Funding Amount, such increased prmc1pal amount to be reflected in the Note and Deed of
Trust.

2.2 . Use of Funds. Borrower acknowledges that the City's agreement to make the
Loan is based in part on Borrower's agreement to use the Funds solely for the purpose set forth
in Section 2.1 and agrees to use the Funds solely for that purpose in accordance with the
approved Table of Sources and Uses.

. 2.3 Accounts; Interest. Bach Account to be maintained by Borrower under this -
Agreement must be held in a bank or savings and loan institution acceptable to the City.as a
segregated account that is insured by the Federal Deposit Insurance Corporation or other
comparable federal insurance program. With the exception.of tenant security deposit trust
accounts, any interest earned on funds in any Account must be used for the benefit of the Project.

2.4 Records. Borrower must maintain and provide to the City upon request records -
that accurately and fully show the date, amount, purpose and payee of all expenditures from each
Account authorized under this Agreement or by the City in writing and keep all estimates,
invoices, receipts and other documents related to expenditures from each Account, In addition, -
Borrower must provide to the City promptly following Borrower's receipt, complete copies of all
monthly bank statements, together with a reconciliation, for each Account until all funds
(including accrued interest) in each Account have been disbursed for eligible uses.

15

2352



2.5 Loan Closing Conditions. The followmg conditxons apply to the Borrower as
conditions to Loan closmg

» The Borrower will obtain an appraisal by August 30, 2019V in order o assess the
restricted value; ’

« Borrower will provide for MOHCD to review the Request for Proposals (RFP) for the
equity investor before the RFP is issued to investors;

o Borrower will provide for MOHCD to review all responses to lender and investor
RFP prior to selections;

» Borrower’s loan amount will be reduced if investor does niot require six months '
operatirg reserves;

e Borrower will work with HUD to update the RAD contract awaid before construction
closing;

»  MOHCD must approve below-the-line cash flow split.

2.6  Loan Conditions prior to Completion Date .

s Borrower will provide fo MOHCD, and HOPE SF Director must review and approve, -
final services plan and budget, operations security plan and budget, and
marketing/lease up plan and budget; and,

= Borrower will provide plan for lease-up of 2 small family childcare units.

s Borrower must apply to AHP in 2020 if AHP not awarded in the 2019 round, unless
MOHCD deems the Project ineligible, based on competitive scoring analysis;

@ Bor_rower will research and, to the extent practical and feasible, make good faith
efforts to and apply for other finding that could lower MOHCD’s gap;

o Inthe event that SFHA payment standards increase, the Borrower will make an
attempt to underwrite additional debt to off-set MOHCD’s gap award;

= Borrower with work with SEHA and MOHCD to investigate the-potential use of
public housing DDTF funds to augment the RAD rents by $500-$600 per unit per
month. If this is permissible, the Project could potentially generate additional debt and
Borrower will make good faith efforts to secure such additional debt such that the
MOHCD gap could 1 be reduced;

o Borrower will work with SFHA and MOHCD to determine appropriate rent increase
assumptions in cash flow over time, given SFHA’s funding needs; and,

ARTICLE3 TERMS. Borrower's repayment obligations with respect to the Funding Amount -
will be evidenced and governed by the Note, which will govern in the event of any confhctmg
provision in this Agreement.

3.1  Maturity Date. Borrower must repay all amounts owing under the City
Documents on the date that is the later of (a) the Fifty Seventh (57 ) anniversary of the date the
Deed of Trust is recorded in the Recorder’s Office’of San Francisco County or (b) the Fifty Fifth
(55" anniversary of the Conversion Date, but in no event later than December 31, 2077 (the
"Maturity Date'") provided however that if Borrower fails to acquire Control of the Site on or
before December 1, 2019 {the "Outside Acquisition Date"), the Maturity Date shall be the
Outside Acqulsmon Date. The City may agree to extend the Outside Acquisition Date in its sole
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and absolute discretion, Notwithstanding the foregoing, if Borrower's failure to acquire Control
of the Site by the Outside Acquisition Date is not caused by Borrower's acts or omissions,
whether direct or indirect, and if Borrower has acted in good faith and no event has occurred and
is continuing that constitutes an Event of Default or, with the passage of time would become an
Event of Default under any of the City Documents, then in such an event, Borrower shall deliver
to City all of the Work Product, the Note shall be deemed satisfied in full and Borrower shall be

deemed to be released from all obli gatlon or liability with respect to this Agreement and the
Loan .

For the AHIP Bridge Loan, repayment shall be due on the date that Borrower closes a Ioan
for AHP funds and the AHP funds are disbursed to Bortower; provided, however, that if the
Project never receives AHP funding or receives AHP funding sufficient for only partial
repayment of the AHP Bridge Loan, the unpaid principal balance of the AHP Bridge Loan and
unpaid costs and fees incurred shall be due and payable at the Maturity Date.

3.2 Reimbursement and Assignment of Loan Funds. Borrower has agreed to repay the
" Assigned Funds (as defined in Recital I). The Assigned Promissory Note executed by Borrower
will be administratively attached to this Agreement after it is executed.

33  Compliance Term: Declaration of Restrictions. If Borrower acquires Control of
the Site, Borrower must comply with all provisions of the City Documents relating to the use of
the Site and the Project as set forth in the Declaration of Restrictions to be recorded in the
official records of San Francisco County, for the period commencing on the date a certificate of
occupancy for the Project is issued and ending on the Maturity Date (the "Compliance Term"),
even if the Loan is repaid or otherwise satisfied or the Deed of Trust is reconveyed before that
date.

34  Interest. The outstanding principal balance of the Loan will bear simple interest
at a rate of three percent (3%) per annum, as provided in the Note. The outstanding principal
balance of the Assigned Funds will bear interest at a rate of zero percent (0%), as provided in the
Assigned Promissory Note.

3.5  Default Interest Rate. Upon the occurrence of an Event of Default under any City
Document, the principal balance of the Loan will bear interest at the default interest rate set forth
in the Note, with such default interest rate commencing as of the date an Event of Default occurs
" and continuing until such Event of Default is fully cured. In addition, the default interest rate -
will apply to any amounts to be reimbursed to the City under any City Document if not paid
when due or as otherw1se prov1ded in any City Document.

3.6 Repaznent of Principal and Interest. Except as set forth in Section 3.7 below, the
outstanding principal balance of the Loan, together with all accrued and unpaid interest, if any,
" will be due and payable on the Maturity Date according to the terms set forth in full in the Note,

_ 37  ChangesIn Fundinp; Strearns, The City's agreement to malke the Loan on the
terms set forth in this Agreement and the Note is based in part on Borrower's projected sources -
and uses of all funds for the Project, as set forth in the Table of Sources and Uses. Borrower
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covenants to give written notice to the City within thirty (30) days of any significant changes in
budgeted funding or income set fotth in'documents previousty provided to the City. Examples of
significant changes include loss or adjustments (other than regular apnual adjustments) in
funding under Shelter + Care, Section § or similar programs. The City reserves the right (with
the consent of the Borrower) to modify the terms of this Agreement based upon any new
information so prov1ded in its reasonable discretion.

3.8 Notification and Repayment of Excess Proceeds. Borrower must notify the City
in writing within thirty (30) days after the later of the date on which Borrower receives its Form
8609 from the California Tax Credit Allocation Committee or the date on which Borrower -
receives Excess Proceeds from its limited partner or other financing sources. City shall have
sixty (60) days after receipt of such notification to provide Borrower with a demand for payment,
and upon receipt of the City’s demand, Borrower shall repay all Excess Proceeds to the City.

The City shall use such Excess Proceeds to reduce the balance of the Loan

3.9-  Failure to Provide Bq_d_geted Supportive Services. If Borrower fails to provide
Supportive Services in the amount shown in the approved 20-Year Cash Flow Proforma, which
may be revised by Borrower and approved by HOPE SF Director and MOHCD, Borrower shall

_ provide notice to the City within 10 business days of the date the Supportive Services were
terminated, which notice shall include, at a minimum, a proposed plan to restore the Supportive
Services within a reasonable period of time. If at the time such notice is provided, Borrower is
unable to propose a feasible plan for restoring the Supportive Service, Borrower shall include in
the notice a detailed explanation as to the cause of the termination of Supportive Services and the
reasons why it would not be feasible to restore the Supportive Services within a reasonable
period of time.

3.10 . Recordation ofthe Deed of Trust and Declaration of Restrictions.” Borrower shall
cause each of the ft following requirements to-be fully satisfied on or before the date it acquires
Control of the Site:

(a)  Borrower shall have delivered the Deed of Trust and the Declaratlon of
Restrlctlons to City, duly executed and acknowledged by Borrower;,

-(b)  Borrower shall have recorded the Deed of Trust and the Declaration of
Restucuons in the Official Records, subject only to the Permitted Exceptions; and

(¢) A title company shall have committed to issue the Title Pohcy to City, and
Borrower shall have delivered all documents reasonably required by such title company to issue
the Title Policy. Borrower shall pay all ammounts charged by the title company for the issuance of
the Title Pohcy, provided that such amounts may be included in a subsequent Expenditure
Request :

3.11 Additional City Approvals.. Borrower understands and agrees that City is -
entering into this Agreement in its proprietary capacity and not as a regulatory agency with
certain police powers, Borrower understands and agrees that neither entry by City into this
Agreement nor any approvals given by City under this Agreement shall be deemed to imply that
Borrower will obtain any required approvals from City departments, boards or commissions
* which have jurisdiction over the Property. By entering into this Agreement, City is in no way
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modifying or limiting the obligations of Borrower to develop the Property in accordance with all
local laws. Borrower understands that any development of the Property shall require approvals,
authorizations and permits from governmental agencies with jurisdiction over the Property,
which may include, without limitation, the San Francisco City Planning Commission and the San
Francisco Board of Supervisors. Notwithstanding anything to the contrary in this Agreement, no
party is in any way limiting it$ discretion or the discretion of any department, boatd or
commission with jurisdiction over the Project, including but not limited to a party hereto, from
exercising any discretion available to such department, board or commission with respect
thereto, including but not limited to the discretion to (i) make such modifications deemed
necessary to mitigate significant environmental impacts, (ii) select other feasible alternatives to
avoid such impacts, including the "No Project" altetnative; (iii) balance the benefits against
unavoidable significant impacts prior to taking final action if such significant impacts cannot
otherwise be avoided, or (1v) determine not to proceed with the proposed Project:

ARTICLE 4 CLOSING: DISBURSEMENTS.

4.1 - QGenerally. Subject to the terms of this Agreement, the City will make
Disbursements in an aggregate sum not to exceed the Funding Amount to or for the account of
Borrower in accordance with this Agreement and the approved line item budget contained in the
Table of Sources and Uses. :

42  Closing. Unless otherwise agreed by the City and Borrower in writing, Borrower
will establish an escrow account with the title company issuing the Title Policy, or any other
escrow 'agent Borrower chooses, subject to the City's approval (the "Escrow Agent"). The parties
will execute and deliver to the Escrow Agent written instructions consistent with the terms of
this Agrecment In the event the escrow does not close on or before the expiration date'of
escrow instructions signed by the City, or any other mutually agreed date, the City may declare
this Agreement to be null and void. " '

43 Conditions Precedent to Closing. The City will authorlze the close of'the Loan
upon satisfaction of the conditions in this Section.

(@  Borrower must have delivered to the City fully executed (and for
documents to be recorded, acknowledged) originals of the following documents, in form and
substance satisfactory to the City: (i) the Note; (if) this Agreement, (iii) the Deed of Trust;

" (iv) the Declaration of Restrictions; (v) the Opinion; (vi) the Authorizing Resolutions; and
(ix) any other City Documents reasonably requested by the City.

(b)  Borrower must have delivered to the City: (i) Borrower's Charter
Documents; and (ii) & comprehensive maintenance and operating plan for the Project duly
approved by Borrower's governing body that includes, but is not limited to, plans for
emergencies and emergency maintenance, vacant unit tarnover, preventive maintenance and
inspection schedule, and marketing and resident selection.
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(c)  Borrower must have delivered to the City satisfactory evidence that
Borrower has obtained commitments for any additional financing that may be required. for the
Project, in amounts and from lenders or investors satisfactory to the City in its sole discretion. -

(dy  Borrower must have delivered to the City insurance endorsements and, if

requested by the City, copies of policies for all insurance requlred under Exhibit L of this
Agreement. .

(¢)  Borrower must have delivered fo the C1ty a preliminary report on title for
the Slte dated no earlier than thirty (30) days before the Agreement Date

® The Declaration of Restrictions and Deed of Trust must have been i
recorded as valid liens in the official records of San Francisco County, subject only to the
Permitted Exceptions. '

(g)  The Escrow Agent must have committed to provide to the City the Title
Policy in form and substance satisfactory to the City.

4.4  Disbursement of Funds. The City's obligation to approve any expenditure of

Funds after Loan closing is subjcct to Borrower’s satisfaction of the following conditions
-precedent.

- (a)  Borrower must have delivered to the City an Expenditure Request in form
* ‘and substance satisfactory to the City, together with: (i) copies of invoices, contracts or other
documents covering all amounts requested; (ii) a line item breakdown of costs to be covered by
the Expenditure Request; and (iii) copies of checks issued to pay expenses covered in the
previous Expenditure Request. The City may grant or withhold its approval of any line item
contained in the Expenditure Request that, if fanded, would cause it to exceed the budgeted line
item as previously approved by the City. Additionally, the City must approve all requested
reallocations of Funds for line items previously approved by the City.

(b)  No Event of Default, or event that with notice or the passage of time or
. both could constitute an Bvent of Default, may have occurred that remalns uncured as of the date
of the Expenditure Request.

() With respect- to any Expenditure Request that covers travel exbenses,
Borrower’s travel expenses must be reasonable and must comply with the following:

. ® Lodging, meals and incidental gxpenses shall not exceed the then-
current per diem rates set forth by the United States General Services
Administration for the County of San Francisco foundat:
littps://www.gsa.gov/portal/category/104711.

(i)  Air transportation expenses must use fares for coach-class
accommodations, provided that purchases for air travel must occur no less than
one week before the travel day.
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(iif)  If ground transportation is required, the City urges the use of
public transit or courtesy shuttles if provided by a lodging, If courtesy | .
transportation is not provided by a lodging, ground transportation expenses for
travel to or from regional airports must not exceed Fifty Dollars ($50.00) each
way, Other ground transportation expenses must not exceed then-current San
Francisco taxi rates found at: https://www.sfinta.com/getting-around/taxi/taxi-
rates. Ground transportation shall not include any expenses for luxury
fransportation services, such as a limousine, or any expenses related to travel to or
from Project site meetings by Borrower’s employees.

(iv)  Miscellaneous travel expenses must not exceed Fifty Dollars
($50.00) without prior written approval of the City.

(v)  Any BExpenditure Request for travel expenses must include
supporting documentation, inclnding, without limitation, original itemized
receipts showing rates and cost, air travel itinerary, proof of payment, and any
written justification requested by the City. -

For the purpose of this Section, the terms “lodging,” “meals” and “incidental
expenses” shall have the same meanings defined in 41 CFR Part 300-3; the term
“coach-class™ shall have the same meaning defined in 41 CFR Part 301-10.121(a);
~ and the term “miscellaneons” means copying services, printing services,
‘communication services, or other servites reasonably related to travel for the
Project and approved by the City.

. (d)  Withrespectto any Expenditure Request that covers rehabilitation or construction-
costs, Borrower must have certified to the City that the Project complies with the labor standards
set forth in Exhibit E, Section 1, if applicable.

(e) The Loan must be in balance.

4.5  Loan In Balance. From and after the closing date of Borrower’s financing for
construction or rehabilitation of the Project, The City may require Borrower to pay certain costs
incurred in connection with the Project from sources of funds other than the Loan at any time the
City determines that the Loan is out of balance. When the City is satisfied that the Loan is again
in balance, the City will recommence makmg Disbursements for Expenditure Requests meeting
the conditions set forth above.

4.6 - Limitations on Approved Expenditures. The City may refuse to approve any
expenditure: (a) during any-period in which an event that, with notice or the passage of time or
both, would constitute an Event of Default remains uncured, or during the pendency of an
uncured Event of Default; or (b) for disapproved, unauthorized or improperly documented
. expenses. The City is not obligated to approve expenditure of the full Funding Amount unless .
approved Expenditure Requests support disbursement of the full Funding Amount, and in no
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“event may the aggregate amount of all Funds disbursed to Borrower under this Agreement
exceed the Fundm g Amount.

4.7 R¢tention.

(8  Inaddition to the other conditions o Disbursements, Borrower
acknowledges that the amount of hard costs or tenant improvements costs included in any
Expenditure Request associated with rehabilitation or construction, when added to previously
approved costs, may not exceed ninety percent (90%) of the approved budgeted costs on a line
item basis. After fifty percent (50%) of the rehabilitation or construction of the Project is
complete as determined by the City, and upon Borrower’s written request, the City may but shall
not be obligated to permit Borrower to incredse such amount to ninety five percent (95%) of the
approved budgeted costs on a line item basis, provided that the following prerequisites have been
met: (a) all work required to be performed by the Early Retention Release Contractors has been
completed in conformance with the terms of the applicable contract documents, the plans and
specifications approved by the City and all applicable Laws; (b) the applicable Early Retention
Release Contractors have filed unconditional lien waivers safisfactory to the City; (c) no liens or
stop notices have been filed against the Project and no claims are pending; (d) the City

determines that the contingency is in balance and adequate to complete the Project; and (e) the
Project is on schedule.

(b)  Theremaining percentage of hard costs or tenant improvenent costs
associated with rehabilitation ot construction may be held by the City and/or other Project
lenders (the “Retention”) and may be released only upon satisfaction of all requirements listed in
the Construction Manager’s Checklist for Release of Retention included in the Contracting -
Manual and, other than release of Retention to Early Retention Release Contractors, each of the
* following conditions, unless otherwise approved in writing by the City: (2) completion of
rehabilitation or construction of the Project in accordance with the plans and specifications
approved by the City, as evidenced by a certificate of occupancy or equivalent certification
provided by the City's Department of Building Inspection, and an architect's or engineer's
certificate of completion; (b) timely recordation of a notice of completion; and (c) either
expiration of the lien period and the absence of any unreleased mechanics' liens or stop notices or |
recordation of the lien releases of all contractors, subcontractors and supphers who provided
labor or materials for the Project.

(¢)  Release of any Retention to Early Retention Release Contractors will be
subject to the satisfaction of all requirements listed in the Construction Manager’s Checklist for
Release of Retention included in the Contracting Manual and each of the following conditions,
unless otherwise approved in writing by the City: (a) the work to be performed by the applicable
Early Retention Release Contractor has been completed in conformance with the terms of the
applicable contract documents, the plans and specifications approved by the City and all
applicable Laws; (b) the applicable Early Retention Release Contractor has filed unconditional
lien waivers satisfactory to the City; and (c) no liens or stop notices have been filed against the
Project in connection with the work performed by the applicable Early Retention Release
Contractor and no claims are pending.
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ARTICLES DEMOLITION, REHABILITATION OR CONSTRUCTION.

5.1  Selection Requirements. In the selection of all contractors and professional
consultants for the Project, Borrower must comply with the City’s procurement requirements and
procedures as described in the Contracting Manual and with the requirements of the Small
Business Enterprise Program (“SBE Program™) as set forth in the SBE Manual according to the
procedures established by the City's Contract Menitoring Division.

5.2 Plans and Specifications. Before starting any demolition, rehabilitation or
construction on the Site, Borrower must have delivered to the City, and the City must have
reviewed and approved, plans and specifications and the construction contract for the Project
entered into between Borrower and Botrower’s general contractor and approved by the City (the

“Construction Contract™). The plans approved by the City must also be approved by the City
and County of San Francisco’s Department of Building Inspection (the “Department of Building
Inspection”) (collectively, the “Approved Plans™) prior to the start of any demolition,
rehabilitation or construction on the Site. The. Approved Plans must be explicitly identified i .
the Coustruction Contract. The specifications approved by the City, including the funder
requirements and the technical specifications (the “Approved Specifications™) must also be
explicitly identified in the Construction Contract. The Construction Contract may include funder
requirements not otherwise addressed in the Approved Specxﬁcatmns The Contracting Manual
provides fuither guidance to Borrower regarding the City’s policies for the review and approval |
of plans, specifications and construction contracts. After completion of the Project, Borrower
must retain the Approved Plans as well as "as-built" plans for the Project, the Approved
Specifications and the Construction Contract, all of which Borrower must make available to the
City upon request, notwithstanding the foregoing, the parties may agree on a modification of this
process, as outlined above. :

5.3-  Change Orders. Bortower may not approve or permit any change orders to the
plans and specifications approved by the City without the City's prior written consent. Borrower
acknowledges that the City's approval of any change order will not constitute an agreement to
amend the Table of Sources and Uses or to provide additional Funds for the Project, unless the
City agrees in its sole discretion to amend the Table of Sources and Uses or provide additional
Funds for that purpose. :

54 Insurance, Bonds and Security. Before starting any demolition, rehabilitation or
construction on the Site, Borrower must deliver to the City insurance endorsements and bonds as
described in Exhibit L. At all times, Borrower must.take prudent measures to ensure the
security of the Site.

5.5  Notice to Proceed. No demolition, rehabilitation or construction may commence
.until Borrower has issued a written notice to proceed with the City's approval.

- 5.6 Commenceinent and Completion of Project. Unless otherwise extended in writing
by the City, Borrower must (a) commence construction of the Proj ect by a daté no later than”
December 1, 2019, (b) complete construction of the Project by a date no later than December 31,
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2022 and (o) achieve initial occupancy of one hundred percent (100%) of the Units by-a date no
+ later Apnl 2023.-

5.7 Rehabilitation/Construction Standards. All rehabilitation or construction must be .
performed in a first-class manner, substantially in accordance with final plans and specifications
approved by the City and in accordance with all applicable codes

ARTICLE 6 MARKE‘TING

6.1  Marketing and Tenant Selection Plan. No | dLCI' than six (6) months before the
Completion Date, Borrower must deliver to the City for the City's review and approval an
affirmative plan for initial and ongoing marketing of the Units and a written Tenant selection
procedure for initial and ongoing renting of the Units based on HOPE SF’s then-current form of
marketing and tenant selection plan (the “Marketing and Tenant Selection Plan”), all in
compliance with the restrictions set forth in Exhibit A and in form and substance acceptable to
the-City. Borrower must obtain the City's approval of reasonable alterations to the Marketing
- and Tenant Selection Plan: Borrower must market and rent the Units in the manner set forth in
the HOPE SF Marketing and Tenant Selection Plan, as approved by the City.

6.2 Affirmative Marketing and Tenant Selection Plan Requirements. Borrower's
Marketing and Tenant Selection Plan must address how Borrower intends to market vacant Units
and any opportunity for placement on the Waiting List, as defined in 6.5. The Marketing and
- Tenant Selection Plan shall include as many of the following elements as are appropriate to the
Project, as determined by the City:

(a). A reasonable accommodations policy that indicates how Borrower intends
to market Units to disabled individuals, including an indication of the types of accessible Units in -

the Project, the procedure for applying, and a policy giving disabled individuals a pnonty in the
oecupancy of accessible Units.

(b) A plan that satisfies the requirement to give preference in occupying-units,
first to Certificate of Preference Holders in accordance with the Operational Rules and the
Preferences Ordmance :

(¢) A planthat satisfies the requirement to give preference in occupying units
second to Displaced Tenant Preference Certificate Holders and third to Neighborhood Preference
Certificate Holders and fourth to those that live or work in San Francisco in accordance with the
Operational Rules and the Preferences Ordinance; provided, however, that depending on the .
xequuements of non-City funding approved by the City for the PI‘OJBCt the preferences sct forth
in this paragraph may not apply. ,

(dy  Advertising in Iocal nelghbmhood newspapers, community-oriented radio
stations, on the interet and in other media that are likely to reach low-i -income households. All
advertising must display the Equal Housing Opportunity logo.
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(e)  Noticesto neighborhood—based, nonproﬁt'housing corporations and other
low-income housing advocacy organizations that maintain waiting lists or make referrals for
below-market-rate housing. :

(H Notices to SFHA. '
(1) Noticesto MOEHCD.

()  Tothe extent pract1cable Borrower must give preference to potential
tenants who have been dlsplaced from other units in the City by rehabilitation or construction
work financed in whole ot part by the City. To implement this requirement, Borrower agrees to
. give preferential consideration to applications of d1splaced persons provided to Borrower by the
City.

® To the extent pracncable without holding Units off the market, the
' community outreach efforts listed above must take place before advertlsmg vacant Units or open
spots on the Wa:ttmg List to the general public.

L (1) " An aclcnowlcdgement that, with respect to vacant Units, the marketing
“élements fisted above shall only be implemented 1f there are no qualified apphoants Interested or
available from the Waiting List.

)

(k) - Any applicable SFHA or HUD requirements,

6.3 Marketing and Tenant Selection Plan & Tenant Screening Criteria Requirements:

. @ Borrower s Marketmg and Tenant Selection Plan shall comply with the .
reqmrements of the Tenant Selection Plan Policy as set forth in the attached ExhibitI. The
Marketing and Tenant Selection Plan must be kept on file at the Project at all times.

- (b)  Borrower’s tenant screening criteria must comply with the Tenant -
Screening Criteria Policy set forth in the attached Exhibit 1.

6.4  Marketing Records. Borrower must keep records of: (a) activities implementing
the Marketing and Tenant Selecnon Plan (b) advertisements; and (c) other community outreach
efforts. :

6.5  Waiting List. Borrower's Marketing and Tenant Selection Plan must contain, at 2
minimum, policies and criteria that provide for the selection of tenants from a written wa