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AMENDED IN COMMITTEE
6/24/2020
FILE NO. 200615 RESOLUTION NO.

[Lease Agreement and Sublease Agreement - 833 Bryant, L.P. - 833 Bryant Street -
Permanent Supportive Housing - Annual Rent Not to Exceed $2,014,800]

Resolution approving a building Lease Agreement and Sublease Agreement each by
and between the City and 833 Bryant, L.P., a California limited partnership as the
developer and housing provider (“Housing Provider”) to provide permanent supportive
housing units for chronically homeless households in San Francisco (as referred
through the City’s Coordinated Entry System) through the lease and concurrent
sublease of a building consisting of 145 units, one manager’s unit, approximately 650
square feet of commercial space, and ancillary program space located at 833 Bryant
Street, for an initial 30-year term, with an extension of up to 10 years in the event of the
occurrence of certain rent abatement events, subject to and will commence after
Housing Provider’s satisfaction in the event of the occurrence of certain conditions
described below, securing a temporary certificate of occupancy from the San
Francisco Department of Building Inspection, anticipated in August 2021, at a not to
exceed rent of $2,014,800 annually; authorizing the execution of a Continuing
Disclosure Certificate with respect to any bonds issued by the Housing Provider;
finding the proposed transaction is in conformance with the General Plan, and the
eight priority policies of Planning Code, Section 101.1; and adopting California

Environmental Quality Act findings.

WHEREAS, The mission of the Department of Homelessness and Supportive Housing
("HSH") is to prevent homelessness and to make homelessness rare, brief and one time in
San Francisco through the provision of coordinated, compassionate, and high-quality

services; and

Mayor Breed
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WHEREAS, HSH published in 2019 a Five-Year Strategic Framework Update and
Implementation Plan that set forth the goal of reducing chronic homelessness by 50% by
December 2022; and

WHEREAS, The creation of permanent supportive housing units is essential to
achieving the goal of reducing chronic homelessness by providing permanent exits from
homelessness; and

WHEREAS, Mercy Housing California formed the Housing Provider for the purpose of
developing a building consisting of 145 permanent supportive housing units, one manager’s
unit, approximately 650 square feet of commercial space, and ancillary program space
(“Project”) located at 833 Bryant Street, in the City (“Property”); and

WHEREAS, The Housing Provider has entered into a long term ground lease of the
Property with San Francisco Homes for the Homeless No. 1 LLC (“Land Owner”) for a term of
up to 99 years; and

WHEREAS, The Housing Provider sought and received private acquisition,
predevelopment and construction financing for the development of the Project, with the goal of
delivering 145 permanent supportive housing units quickly and cost-effectively to help meet
the City’s goals; and

WHEREAS, HSH and the Director of Property have negotiated a Lease Agreement of
the Project substantially in the form on file with the Clerk of the Board of Supervisors in File
No. 200615 (“Lease Agreement”), pursuant to which City will lease the building from the
Housing Provider to provide permanent supportive housing at an annual rent of not more than
$2,014,800 (“Annual Rent”), which is $1,150 per unit per month and $30.50 per square foot
per year, for an initial term of up to 30 years (subject to extension of up to 10 additional years
for certain rent abatement events) commencing when the Project is ready for occupancy

(anticipated in August 2021); and

Mayor Breed
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WHEREAS, The Project provides newly constructed units (rather than older,
rehabilitated units), high-quality ancillary program space, and an option and first right of
refusal for the City to acquire a fee interest in the land upon any proposed land transfer or at
the maturity of the lease term, whichever may come first, thus ensuring permanent
affordability for the Project; and

WHEREAS, In consideration of those factors, the Director of Property has determined
that the Annual Rent payable by City is at or below fair market rent; and

WHEREAS, In order to provide for the day-to-day operation of the Project by the
Housing Provider, HSH and the Director of Property have negotiated and approved a
Sublease Agreement of the Project substantially in the form on file with the Clerk of the Board
of Supervisors in File No. 200615 (“Sublease Agreement”), pursuant to which the City will
lease the Project back to the Housing Provider for a term of up to 30 years commencing
concurrently with the Lease Agreement at a total rent of $1 allowing the Housing Provider to
operate and manage the Property as permanent supportive housing, plus an agreement by
the Housing Provider to accept tenant referrals through the City’s Coordinated Entry System,;
and

WHEREAS, While the proposed nominal rent of the Sublease Agreement will be less
than Market Rent as defined in Administrative Code, Section 23.2, the nominal rent will serve
a public purpose by providing permanent supportive housing to formerly homeless
households and further the City’s goals; and

WHEREAS, The Housing Provider is expected to issue or cause the issuance of bonds
through the California Housing Finance Agency to provide a loan to the Housing Provider to
fund construction costs for the Project, and in connection therewith the City will be required to
provide information for a preliminary official statement (the “Preliminary Official Statement”)

and official statement (the “Official Statement”) for distribution to potential investors, and to

Mayor Breed
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certify on behalf of the City that the Preliminary Official Statement is deemed final as of its
date, within the meaning of Rule 15c¢2-12 (the “Rule”) promulgated under the Securities
Exchange Act of 1934, as amended; and

WHEREAS, The Housing Provider is expected to issue or cause the issuance of bonds
through the California Housing Finance Agency to provide a loan to the Housing Provider to
fund construction costs for the Project, and in connection therewith the City will be required to
enter into a continuing disclosure certificate to provide certain annual operating and financial
information about the City to the Housing Provider until the bonds mature; and

WHEREAS, The Board of Supervisors and Mayor demonstrated their support for the
Project by recognizing the funding needs in the City’s Fiscal Year (FY) 2019-21 budget, with
the expectation of providing annual payments for the Lease Agreement, operating and
services subsidies commencing in 2021; and

WHEREAS, The Director of Property and HSH Director will provide a letter to the
Housing Provider to document the City’s commitment to enter into the Lease and Sublease
consistent with this resolution and subject to the satisfaction by Housing Provider of certain
conditions precedent as follows: 1) Housing Provider’'s securing a Temporary Certification of
Occupancy (“TCO”) from the San Francisco Department of Building Inspection for 145
residential apartments, one manager’s unit, and ancillary program space; 2) the Director of
HSH’s determination that placement of tenants is ready to commence through referrals by
HSH through the City’s Coordinated Entry System; and 3) the Director of HSH’s determination
that the annual rent has been adjusted to reflect the Project’s financing, but not to exceed
$2,014,800 per year; and

WHEREAS, HSH will quantify the annual operating and services subsidies needed and
request funding authorization through the annual budget process, as is customary for

permanent supportive housing developments; and

Mayor Breed
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WHEREAS, The City and Land Owner have agreed to enter into a conveyance agreement,
prior to or concurrent with execution of the Lease Agreement execution, providing the City
with the right to acquire the Property for a nominal amount upon termination of the Lease and
Sublease (a “Conveyance Agreement”); and

WHEREAS, The Planning Department, though a General Plan Referral letter dated
April 1, 2020 (“Planning Letter”), which is on file with the Clerk of the Board of Supervisors in
File No. 200615, has verified that the Project, Lease Agreement, and Sublease Agreement
would be consistent with the General Plan, and the eight priority policies under Planning
Code, Section 101.1, and is not subject to California Government Code under the California
Environmental Quality Act (“CEQA”), for the reasons set forth in the Planning Letter, and the
Board affirms this determination; now, therefore, be it

RESOLVED, That the Board of Supervisors hereby finds that the Lease Agreement
and Sublease Agreement of the Project is consistent with the General Plan, and eight priority
policies of Planning Code, Section 101.1, adopts CEQA findings, and hereby incorporates
such findings by reference as though fully set forth in this Resolution; and, be it

FURTHER RESOLVED, The Sublease Agreement will serve a public purpose by
providing permanent supportive housing to formerly homeless households and further the
City’s goals; and, be it

FURTHER RESOLVED, That in accordance with the recommendation of the Director
of HSH and the Director of Property, the Board of Supervisors approves the Lease Agreement
and Sublease Agreement, each in substantially the form presented to the Board, and
authorizes the Director of HSH and the Director of Property to execute and deliver the Lease
Agreement and Sublease Agreement, each in substantially the form presented to the Board,

and any such other documents that are necessary or advisable to complete the transaction

Mayor Breed
BOARD OF SUPERVISORS Page 5



© 00 N o o b~ w N Pk

N RN NN NN R R R R R R R R R R
g B W N P O © © N O OO M W N B O

contemplated by the Lease Agreement and Sublease Agreement, and to effectuate the
purpose and intent of this Resolution; and, be it

FURTHER RESOLVED, That the Board of Supervisors authorizes the Director of
Property and Director of HSH to enter into any amendments or modifications to the Lease
Agreement and Sublease Agreement (including, without limitation, exhibits or other ancillary
documents) that the Director of Property and Director of HSH determine, in consultation with
the City Attorney, are in the best interest of the City, do not materially increase the obligations
or liabilities of the City, do not materially decrease the benefits to the City, or are necessary or
advisable to effectuate the purposes of this resolution, and are in compliance with all
applicable laws; and, be it

FURTHER RESOLVED, That the Lease Agreement shall be subject to certification as
to funds by the Controller, pursuant to Charter, Section 3.105; and be it

FURTHER RESOLVED, That the Board of Supervisors hereby authorizes the
Controller, in consultation with the City Attorney, to provide information for inclusion in the
Preliminary Official Statement and Official Statement, to deem final the Preliminary Official
Statement as of its date in accordance with the Rule, and to enter into a Continuing
Disclosure Certificate in connection with the issuance of bonds issued by the California
Housing Finance Agency to make a loan to the Housing Provider to provide funds to construct
the Project; and, be it

FURTHER RESOLVED, That the Board of Supervisors hereby authorizes the Director
of HSH, the Controller, the City Attorney, and all other designated officers of the City to take
all other actions that may be necessary in connection with the bond financing; and be it

FURTHER RESOLVED, That the Director of Property shall provide a copy of the
executed Lease Agreement, Sublease Agreement, and Conveyance Agreement within thirty

(30) days of its execution to the Clerk of the Board for the Board's file.

Mayor Breed
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RECOMMENDED:

/sl

Homelessness and Supportive Housing
Director

/sl

Real Estate Division
Director of Property

Mayor Breed
BOARD OF SUPERVISORS
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BUDGET AND FINANCE COMMITTEE MEETING JUNE 24, 2020

Item 13 Department:
Files 20-0615 Homelessness & Supportive Housing

Legislative Objectives

e The proposed resolution (1) approves (i) a Building Lease between the City and 833 Bryant
L.P., an affiliate of Mercy Housing and (ii) a Sublease between 833 Bryant L.P. and the City,
and (iii) the Preliminary Official Statement and Continuing Disclosure Certificate related to
Tax-Exempt Bonds to be issued by the California Housing Finance Agency; and (2) finds
conformance with the General Plan and confirm CEQA exemption. The lease and sublease
are for a new permanent supportive housing project at 833 Bryant Street for 145 formerly
homeless adults.

Key Points

e 833 Bryant Street is owned by the Homeless Fund No. 1 LLC - which is a subsidiary of the
Homes for the Homeless Fund, a partnership of Tipping Point and the Housing Accelerator
Fund. The Housing Accelerator fund selected 833 Bryant L.P., an affiliate of Mercy Housing,
to develop the housing project and Episcopal Community Services to provide services.
Under the proposed building lease between the City and 833 Bryant, L.P., the City will make
annual lease payments of approximately $2.0 per year over 30 years, which will be a source
of payments to repay tax-exempt financing obtained for the project. The sublease provides
for Mercy to provide permanent supportive housing at the site.

Fiscal Impact

e Total estimated project development costs are $55.8 million, which includes tax-exempt
financing of $34.2 million. The City’s lease payments are capped at approximately $2.0
million per year or $60.4 million over 30 years. The source of funding for these payments
will be the City’s General Fund.

Policy Consideration

e This project differs from many other City-financed affordable housing projects in that the
land is privately owned. The City could potentially own the land after 30 years under a
planned conveyance agreement, but this agreement has not yet been finalized.

e The proposed lease between the City and 833 Bryant, L.P. is consistent with City policy and
prior Board appropriations to the Department of Homelessness and Supportive Housing for
the project. However, because the approval of the proposed lease commits the City to
annual General Fund appropriations of up to $2 million for the next 30 years, the Budget
and Legislative Analyst considers approval of the proposed resolution to be a policy matter.

Recommendations

1. Amend the proposed resolution to request a report back from the Department of
Homelessness and Supportive Housing on finalization of the conveyance agreement to
assure the Board that the City has the option to purchase the land at 833 Bryant Street after
30 years and include that report in the legislative file for this item.

2. Approval of the proposed resolution, as amended, is a policy matter for the Board of
Supervisors.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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MANDATE STATEMENT

City Charter Section 9.118(c) states that any lease, modification, amendment or termination of a
lease that had an initial term of ten years or more, including options to extend is subject to Board
of Supervisors approval.

Administrative Code Section 23.27 states that the Board of Supervisors shall approve all leases
on behalf of the City as tenant by resolution for which the term is longer than a year and costs
over $15,000 per month.

City Administrative Code Section 23.30 states that leases in which the City is a landlord can be
for less than market rent if the lease is for a proper public purpose with Board of Supervisors’
approval.

BACKGROUND

Permanent Supportive Housing Overview

Permanent supportive housing refers to housing that includes operating subsidies and on-site
social services for tenants exiting homelessness who require more intensive services to maintain
their housing. The City contracts with homeless services providers and operators of permanent
supportive housing, which include case management, support groups, community events, and
property management. In addition, the Department of Homelessness and Supportive Housing
(“Homelessness & Supportive Housing”) enters into contractual agreements with nonprofit
organizations for the operating costs of permanent supportive housing projects (such as front
desk staff and janitorial service). The Department is responsible for overseeing all of the City’s
supportive housing portfolio.

New Permanent Supportive Housing Project at 833 Bryant

The proposed resolution is related to a new permanent supportive housing development at 833
Bryant Street. The project will consist of 145 individual residential units, 1 manager unit, 1,030
square feet for the provision of services to tenants and tenant meetings, and 650 square feet of
commercial space for a neighborhood-serving business at the ground floor. The residential units
would be made available to formerly homeless adults with rent at no more than 30 percent of
tenant income and provide ongoing support services and medical support. Potential tenants
would be referred by Department of Homelessness and Supportive Housing’s Coordinating Entry
process, which prioritizes individuals for housing based on vulnerability, length of homelessness
and barriers to housing.

According to the proposed Preliminary Official Statement, described below, the project is under
construction, which is expected to be complete in the Summer of 2021. Full occupancy is
expected at the end of 2021.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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Project Selection

In April 2019, the Board of Supervisors approved an ordinance that amended Chapter 21 of the
Administrative Code to allow the Department of Homelessness & Supportive Housing to enter
into and amend contracts for homeless services without undergoing a competitive procurement
process (File 19-0047). Under that new provision in the Administrative Code, Homelessness &
Supportive Housing selected the 833 Bryant Street project for City funding without undergoing a
competitive procurement. The Citywide Affordable Housing Loan Committee, which, according
to Chapter 120 of the Administrative Code, was established by the Mayor “to make
recommendations related to affordable housing development, as well as insuring that
underwriting standards are uniform, review of funding applications are streamlined, and funding
allocations are coordinated”, did not review this project.! The project’s financial viability was
evaluated by Homelessness & Supportive Housing staff and the Office of Public Finance in
consultation with staff from the Mayor’s Office of Housing and Community Development.

According the Ms. Gigi Whitley, Deputy Director for Administration and Finance at the
Department of Homelessness and Supportive Housing, the Housing Accelerator Fund, a non-
profit organization providing financing to affordable housing developers, initiated the project at
833 Bryant Street. Using a competitive process that included a Request for Proposals, the Housing
Accelerator Fund selected Mercy Housing as the project sponsor and Episcopal Community
Services as the supportive services provider. The Department of Homelessness & Supportive
Housing expects the final agreement with Episcopal Community Services to exceed $10 million
and have a term greater than 10 years and plans to return for Board of Supervisors’ approval in
early 2021 after the bonds are issued.

Homes for the Homeless Fund No. 1 LLC? owns the site at 833 Bryant and will enter into a 99-
year ground lease with 833 Bryant, L.P., the project sponsor and an affiliate of Mercy Housing.?
According to the Department of Homelessness and Supportive Housing, the ground lease
between 833 Bryant, L.P. and Homes for the Homeless Fund No. 1 LLC anticipates that the City
will enter into a lease agreement with 833 Bryant, L.P. 833 Bryant, L.P. will use the City’s lease
payments to pay debt service on the tax-exempt bonds (discussed below). The City will then
sublease the property back to 833 Bryant, L.P. to develop and operate the housing project. The
City will also provide operating and services subsidies for the project.

California Tax Credit Allocation Committee

The Internal Revenue Service allocates a specific amount of federal low-income housing tax
credits to each state, which in California are allocated to affordable housing developers by the
State Treasurer’s California Tax Credit Allocation Committee. Project sponsors may apply to that
Committee for 4 percent tax credits, which are allocated to projects that meet certain threshold

1 The members of the Citywide Affordable Housing Loan Committee are Mayors Office of Housing and Community
Development, the Office of Community Investment and Infrastructure, and the Department of Homelessness and
Supportive Housing.

2 Homes for the Homeless Fund is a partnership between the Housing Accelerator Fund and Tipping Point
Community; Homes for the Homeless Fund No. 1 LLC is a subsidiary of the Housing Accelerator Fund.

3 The land acquisition cost $8,273,523 was paid for by Homes for the Homeless Fund.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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criteria related to project attributes, and for 9 percent tax credits, which are competitively
awarded. To reduce the project’s need for debt and other capital, affordable housing developers
typically sell their awarded tax credits to for-profit investors. According to the Office of Public
Finance, in April 2020 the project has obtained an allocation of 4 percent tax credits from the
California Tax Credit Allocation Committee.

DETAILS OF PROPOSED LEGISLATION

Lease and Sublease

The proposed resolution would approve (1) a Building Lease agreement between the City and
833 Bryant L.P., an affiliate of Mercy Housing* and (2) a Sublease between 833 Bryant L.P. and
the City, for a supportive housing project. The Building Lease and Sublease terms are summarized
below in Exhibit 1.

Exhibit 1: Building Lease and Sublease Terms

Building Lease Sublease
Lessor 833 Bryant, L.P. City
Lessee City 833 Bryant, L.P.
Certificate of Occupancy Certificate of Occupancy
Effective (expected Aug 2021) (expected Aug 2021)
Term 30 vyears 30 years
1.15x bond debt service,
Payment not to exceed $2,014,800 annually $1.00 one-time payment
Site Use 145 units supportive housing* 145 units supportive housing*

Source: Proposed Building Lease and Sublease

Note: If the City does not make operating and services subsidy payments, the site may be operated as affordable
rental housing for low and moderate income tenants, in accordance with the tax credit and tax-exempt bond
regulations that will apply to the project for 55 years.

As shown above, the City’s payments on the lease will be 1.15 times the debt service of the
proposed Tax-Exempt Bonds, which is a requirement of the California Tax Credit Allocation
Committee, as further described below. The proposed resolution caps annual lease payments at
no more than $2,014,800 annually, or $1,158 per unit per month.

The purpose of the building lease is for the City to secure an interest in the project while the
project sponsor makes payments on the tax-exempt bonds, described below, that will be used

*n order to obtain tax credits, affordable housing developers form partnerships with financial entities consisting of
limited partners and general partners. The limited partner, typically an investor, owns 99.99 percent of the
partnership and therefore received that share of the project’s available tax credits. The general partner, a developer,
owns 0.01 percent of the partnership. According to Preliminary Official Statement, 833 Bryant LP is affiliated with
833 Bryant, LLC, which is the general partner in the limited partnership, 833 Bryant, LP. 833 Bryant, LLC has a 0.01
percent ownership interest and Citibank, the limited investor partner, has a 99.99 percent ownership interest in the
limited partnership, 833 Bryant LP.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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for permanent financing. The purpose of the sublease is to require Mercy to provide permanent
supportive housing at that site.

According to the Department of Homelessness & Supportive Housing, the landowner, Homes for
the Homeless Fund No. 1, LLC, will enter into a conveyance option agreement with the City for a
term of 99 years (the length of the ground lease), which will give the City the option to purchase
the land for $1 starting at the end of the 30-year Building Lease and Sublease terms. If the option
to purchase is exercised, the agreement will require Board of Supervisors’ approval.

Tax Exempt Bonds

The proposed resolution would also approve the Preliminary Official Statement and Continuing
Disclosure Certificate in connection with the issuance of tax-exempt bonds to permanently
finance this project issued by the California Housing Finance Agency. When preparing the final
Official Statement and related disclosures, the Controller and City Attorney may modify the
Preliminary Official Statement as necessary to reflect changes in the City’s financial condition and
other facts. These documents provide investors with information regarding the nature of the
bonds and project at 833 Bryant Street and are the legally binding documents disclosing the
financial risks of purchasing the bonds.

According to the Preliminary Official Statement, the bond transaction will consist of several
components. The California Housing Finance Agency, a State Agency, will issue tax-exempt bonds.
According to Office of Public Finance, the amount of the bonds is expected to be $34,163,873
and is expected to be issued July 2020 following Board of Supervisors’ approval of the proposed
resolution. The California Housing Finance Agency will enter into a Trust Indenture agreement
with U.S. Bank National Association, as bond trustee, which will disburse the bond proceeds to
833 Bryant L.P., the bond borrower. The bond holders will be repaid by the project sponsor’s
assignment of the City’s lease payments under the proposed Building Lease.

The California Housing Finance Agency plans to issue the bonds in a negotiated, rather than a
competitive sale, in order to obtain the most favorable financing terms. According to the Office
of Public Finance, the Housing Accelerator Fund selected Citibank, N. A.,> as the underwriter for
the bond issuance following a competitive process, which included a Request for Proposals.

Other Provisions of the Proposed Resolution

Finally, the proposed resolution would find the transactions are in conformance with the City’s
General Plan and the eight priority policies of Planning Code Section 101.1° and adopt the

5 Citibank, N.A., is an investment and holding company and the 99.99% limited partner investor in in 833 Bryant, L.P.
6 The eight policy priorities are: (1) That existing neighborhood-serving retail uses be preserved and enhanced and
future opportunities for resident employment in and ownership of such businesses enhanced; (2) That existing
housing and neighborhood character be conserved and protected in order to preserve the cultural and economic
diversity of our neighborhoods; (3) That the City's supply of affordable housing be preserved and enhanced; (4) That
commuter traffic not impede Muni transit service or overburden our streets or neighborhood parking; (5) That a
diverse economic base be maintained by protecting our industrial and service sectors from displacement due to
commercial office development, and that future opportunities for resident employment and ownership in these
sectors be enhanced; (6) That the City achieve the greatest possible preparedness to protect against injury and loss

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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Planning Department’s determination that the project is not subject to review under the
California Environmental Quality Act.

FISCAL IMPACT

As noted above, the total annual lease payment is capped at $2,014,800, which over the 30-year
life of the bond equals $60,444,000. The source of funding for these payments will be the City’s
General Fund. According to Ms. Whitley, the Board of Supervisors previously appropriated
$400,000 in the Department’s FY 2020-21 budget for this project, however the lease payments
will not be due until one year after the project is occupied, which is expected in FY 2021-22.

Exhibit 2 below shows the sources and uses of funding for the project.

Exhibit 2: 833 Bryant Permanent Sources and Uses

Sources Bond Tax Credit

B Proceeds Equity Total
$34,163,873 $21,661,100 | $55,824,973

Use

Acquisition Related Costs* 0 1,235,429 1,235,429

Construction Hard Costs 31,325,140 7,562,077 | 38,887,217

Financing Costs, Fees, and

Interest 2,838,733 2,543,102 5,381,835

Developer Fee 0 1,700,000 1,700,000

Other Soft Costs 0 7,437,601 7,437,601

Capital Reserve 0 1,182,891 1,182,891

Total $34,163,873  $21,661,100 | $55,824,973

Source: Department of Homelessness & Supportive Housing

Note: Acquisition costs do not include $8.3 million in land acquisition costs paid for by Homes for the Homeless, a
non-profit.

As shown above, the total cost of the project is $55.8 million.
Exhibit 3 below shows the cost per unit.

Exhibit 3: Cost per unit

Total Cost (Ex. 2) $55,824,973
Residential Units 145
Cost per Unit $385,000

Source: BLA Analysis

of life in an earthquake; (7) That landmarks and historic buildings be preserved; and, (8) That our parks and open
space and their access to sunlight and vistas be protected from development.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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As shown above, the total cost per unit is $385,000. According to the Department, the unit cost
is lower than comparable affordable housing projects in part because the construction is modular
design and the City’s streamlined entitlement process for affordable housing projects.

POLICY CONSIDERATION

The Mayor’s Office of Housing and Community Development (MOHCD) provides gap financing to
most City affordable housing projects. MOHCD’s general practice is for the City to own the land
and enter into a ground lease with the affordable housing sponsor, and to provide gap loans to
the sponsor for predevelopment, construction and permanent financing, which are repayable if
the affordable housing project generates sufficient net income to make the payments. MOHCD
gap loans are one source of funds for affordable housing projects, which also receive developer-
secured financing such as tax credit equity, loans, State grants, and other sources.

Financing for the 833 Bryant Street project, which is a project of the Department of Homelessness
and Supportive Housing, differs from other City-financed affordable housing projects in that the
land is privately owned, and the City is paying a lease payment that will allow the project to cover
total debt service on the tax-exempt loan from the General Fund, equal to approximately $2.0
million annually in General Fund payments or $60.4 million over 30 years. This lease payment
has no opportunity for the City to receive repayment.

The City’s practice to ground lease City land for up to 99 years ensures the affordability of the
housing project over the up to 99-year ground lease term. The ground lease between 833 Bryant,
L.P. and the Homes for the Homeless No. 1 LLC obligates 833 Bryant, L.P., the affordable housing
sponsor, to develop and operate the affordable housing for 99 years, and the Building Lease
between the City and 833 Bryant, L.P. requires affordability for at least 30 years. The City could
potentially own the land after 30 years under a planned conveyance agreement, noted above,
but this agreement has not yet been finalized. According to Ms. Whitely, the conveyance
agreement will be finalized prior to the execution of the lease between the City and 833 Bryant,
L.P. The Board of Supervisors should request a report back from the Department of Homelessness
and Supportive Housing on finalization of the conveyance agreement to assure the Board that
the City has the option to purchase the land at 833 Bryant Street after 30 years.

The proposed lease between the City and 833 Bryant, L.P. commits the City to lease payments up
to $2.0 million per year over 30 years to repay tax-exempt bond financing obtained by 833 Bryant,
L.P. to construct the project. The Budget and Legislative Analyst estimates that the present value
of the 30-year lease payments to 833 Bryant, L.P. is comparable to the one-time upfront financing
provided by the City to two similar affordable housing projects.” While the City financing may be
comparable, site ownership/control is less than other affordable housing projects financed by
the City, in which the City owns the land and has the opportunity to participate in project receipts
in the event that the project generates surplus cash.

7 The two projects are 1068 Mission Street, and Mission Bay South Block 9.
SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE COMMITTEE MEETING JUNE 24, 2020

The proposed lease between the City and 833 Bryant, L.P. is consistent with City policy and prior
Board appropriations to the Department of Homelessness and Supportive Housing for the
project. However, because the approval of the proposed lease commits the City to annual
General Fund appropriations of up to $2 million for the next 30 years, the Budget and Legislative
Analyst considers approval of the proposed resolution to be a policy matter.

RECOMMENDATIONS

1. Amend the proposed resolution to request a report back from the Department of
Homelessness and Supportive Housing on finalization of the conveyance agreement to
assure the Board that the City has the option to purchase the land at 833 Bryant Street
after 30 years and include that report in the legislative file for this item.

2. Approval of the proposed resolution, as amended, is a policy matter for the Board of
Supervisors.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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OHS DRAFT
05/04/20

Recording Requested by and
When Recorded Mail to:

City and County of San Francisco

Department of Homelessness and Supportive Housing
440 Turk Street

San Francisco, California 94102

Attn: Director

No fee for recording pursuant to
Government Code Section 27383 and 27388.1

Exempt from California Document
Transfer tax pursuant to Revenue
and Taxation Code 11921

LEASE AGREEMENT
(833 Bryant)

THIS LEASE AGREEMENT (this “Lease”) is executed and entered into as of

, 2021 (the “Effective Date”), by and between 833 Bryant, L.P., a
California limited partnership (the “Partnership”), as lessor, and the City and County of San
Francisco, a municipal corporation acting by and through the Department of Homelessness and
Supportive Housing (the “City™), as lessee.

RECITALS

A. San Francisco Homes for the Homeless No. 1 LLC, a California limited liability
company (the “Landowner”), is a wholly-owned subsidiary of The San Francisco Housing
Accelerator Fund, a California nonprofit public benefit corporation, and fee owner of that certain
real property located at 833 Bryant Street, San Francisco, California, and is more particularly
described in Exhibit A (the “Property”). [Property description to be limited to residential

property]

B. The Landowner has entered into a long-term ground lease of the Property to the
Partnership (the “Ground Lease”). The Ground Lease obligates the Partnership to develop,
own, and operate one-hundred forty-five (145) affordable residential units, plus one (1)
additional manager’s unit and related improvements, which the Partnership and the City intend to
be made available as permanent supportive housing for chronically homeless individuals (the
“Project”), and to develop ground floor commercial space.

C. Pursuant to an Indenture of Trust, dated as of [July] 1, 2020 (the “Indenture”),
between the California Housing Finance Agency (the “Bond Issuer’”) and [U.S. Bank National
Association], as trustee (the “Bond Trustee™), the Bond Issuer, on , 2020, issued its
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California Housing Finance Agency Revenue Bonds (San Francisco Supportive Housing — 833
Bryant) 2020 Issue N (the “Bonds”), for the purposes of making a loan of the proceeds thereof
to the Partnership pursuant to a Loan Agreement, dated as of [July] 1, 2020 (the “Loan
Agreement”), between the Bond Issuer and the Partnership, for the purpose of financing the
construction of the Project.

D. In order to achieve the policy goals of the City to reduce chronic homelessness,
the City agreed pursuant to that certain [Commitment Letter] (the “Commitment’) to provide
certain financial assistance to the Partnership for the development and operation of the Project.

E. The City is authorized pursuant to the laws of the State of California (the “State”)
and the Charter of the City and County of San Francisco (the “Charter”) to lease real property
when necessary and proper for public purposes.

F. In order to operate the Project on a day-to-day basis, the City will concurrently
with the execution and delivery of this Lease sublease the Property back to the Partnership
pursuant to a Sublease Agreement between the City, as sublessor, and the Partnership, as
sublessee, dated as of the Effective Date (the “Sublease”). Under the Ground Lease, the
Landowner has approved the transfers contemplated by this Lease and the Sublease. Pursuant to
the Sublease, the Partnership has control of the day-to-day operations of the Project. Upon
termination of this Lease and resulting termination of the Sublease, the Partnership as tenant
under the Ground Lease will continue to have control of the day-to-day operations of the Project.

G. The City has determined that the conditions to the execution and delivery of this
Lease and the Sublease set forth in the Commitment have been satisfied.

H. It is the intent of the Partnership and the City that the City’s only financial
obligation under this Lease is to pay rent as provided herein, and the City will not incur any other
financial obligation, cost, or liability related to the Project or the Property under this Lease or the
Sublease

l. The Partnership and the City have entered into a separate contract and the City
and have entered into a contract pursuant to which the City has agreed to
provide an annual operating subsidy to the Partnership to support the increased operating costs
(the “Operating Subsidy Agreement”) and the City and have entered into
a contract (the “Tenant Services Subsidy Agreement”) and tenant services costs associated
with providing long-term supportive housing services to chronically homeless individuals.

J. All acts, conditions and things required by law to exist, to have happened and to
have been performed precedent to and in connection with the execution and entering into of this
Lease do exist, have happened and have been performed in regular and due time, form and
manner as required by law, and the parties hereto are now duly authorized to execute and enter
into this Lease.

NOW THEREFORE, in consideration of the foregoing, of the mutual promises of
the Partnership and the City (each a “Party”, and, collectively, the “Parties”), and for other
good and valuable consideration the receipt and sufficiency of which are hereby acknowledged,
the Parties mutually agree as follows:
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ARTICLE 1.
LEASE OF THE PROPERTY; RENT; TERM

Section 1.1  Lease of the Property. As of the Effective Date, the Partnership hereby
leases to the City, and the City hereby leases from the Partnership, the Property. The Partnership
is conveying, and the City is accepting, the Property in its current “as is” condition subject to the
representation or warranty regarding the Property’s condition contained in this Section. This
Lease is subject, and subordinate, to the Ground Lease. Partnership represents and warrants to
City, and covenants with City, as of the Effective Date as follows: (a) a temporary certificate of
occupancy has been duly and validly issued by the San Francisco Department of Building
Inspection with respect to one-hundred forty-five (145) residential units, plus one (1) additional
manager’s unit comprising the Project; and (b) no Abatement Event (as defined in Section 1.5)
has occurred and is continuing. Partnership shall at all times during the Term (defined below)
maintain, at its cost, the Property in compliance with applicable present or future federal, state,
local and administrative laws, rules, regulations, orders and requirements (collectively, “Laws”),
including, without limitation, Disabilities Laws, Seismic Safety Laws, and Life Safety Laws.

Section 1.2  Rent.

1.2.1 Rent Payments. In consideration for the lease of the Property, pursuant to
this Lease, the City shall pay the Partnership the Rent Payments, in the amounts and the dates set
forth under the caption “Rent Payments” in Exhibit B (the “Rent Payments™), as such amounts
may be adjusted from time to time in accordance with the terms hereof.

Rent Payments shall be paid by the City to the Partnership in lawful money of the United
States of America and, except as provided in Section 1.5 hereof, any amount necessary to pay
any Rent Payments and or portion thereof that is not so deposited shall remain due and payable
until received by the Trustee. Notwithstanding any dispute between the City and the Partnership
hereunder, the City shall make all Rent Payments when due and shall not withhold any Rent
Payments pending the final resolution of such dispute or for any reason whatsoever. The City’s
obligation to make Rent Payments in the amount and on the terms and conditions specified
hereunder shall be absolute and unconditional without any right of set-off or counterclaim, and
without abatement, subject only to the provisions of Section 1.5 hereof.

As provided in Section 4.3, the City shall make Rent Payments by paying such amounts
to the Bond Trustee.

1.2.2 Adjustment of Rent Payments. It is the intention of the Parties that the
principal and the interest components of the Rent Payments correspond to 1.15 times the
amounts of principal and interest payable on the Bonds. In the event any Bonds are redeemed
prior to their maturity dates or scheduled dates of redemption, the Parties agree to revise Exhibit
B hereto to make corresponding reductions to the principal and interest components of the Rent
Payment Schedule.

1.2.3 Net Lease. It is the purpose and intent of the Partnership and the City that
Rental Payments hereunder shall be absolutely net to the Partnership so that this Lease is a “net-
net-net lease” and shall yield to the Partnership the Rent Payments, free of any charges,
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assessments, or impositions of any kind charged, assessed or imposed on or against the Property,
and without counterclaim, deduction, defense, deferment or set-off by the City, except as herein
specifically otherwise provided.

Section 1.3 Fair Value. The Parties agree and acknowledge that the Rent Payments,
for each year, is not, and will not be, in excess of the total fair rental value of the Property for
such year. In making such determination, the Parties have considered the uses and purposes
served by the Property and the benefits to the general public by reason of the Partnership’s use of
the Property for the Project, and the requirements imposed on the Partnership by the Ground
Lease and other documents that limit the Property’s use solely to the Project.

Section 1.4  Budget. The City covenants to take such action as may be necessary to
include each Rent Payment in its annual budget and to make the necessary appropriations for
each annual Rent Payment, subject to Section 1.5 hereof; provided, however, the City’s
obligation to make the Rent Payment do not constitute an obligation of the City to levy or pledge
any form of taxation, or for which the City has levied or pledged any form of taxation. The
requirement to include the Rent Payments in the annual budget and to make the necessary
appropriations therefor are deemed to be, and shall be construed as, ministerial duties imposed
by law. The terms of this Lease shall be governed by and subject to the budgetary and fiscal
provisions of the Charter.

Section 1.5 Abatement. During any period during which an Abatement Event has
occurred and is continuing, Rent Payments due hereunder shall be abated proportionately to the
impact of such Abatement Event on the City’s beneficial use of the Property, and the City waives
the benefits of California Civil Code Sections 1932(2) and 1933(4) and of Title 11 of the United
States Code, Section 365(h) and any and all other rights to terminate this Lease by virtue of any
such interference and this Lease shall continue in full force and effect.

For purposes of this Section 1.5, “Abatement Event” means the occurrence and
continuation of any of the following:

@ If the City is making the full operating subsidy payments as provided in
the Operating Subsidy Agreement and the full tenant services subsidy payments as provided in
the Tenant Services Subsidy Agreement, the Partnership shall fail, for a period of six months
during which time the City shall have been using its best efforts to compel such compliance
(exercising its remedies under the Sublease), to substantially comply with its obligation to
provide or cause to be provided long-term supportive housing services to chronically homeless
individuals as provided in the Operating Subsidy Agreement and the Tenant Services Subsidy
Agreement.

(b) If the City is not making the full operating subsidy payments as provided
in the Operating Subsidy Agreement or the full tenant services subsidy payments as provided in
the Tenant Services Subsidy Agreement, the Partnership shall fail to make the Property available
for occupancy by low and moderate income persons at an affordability level determined by the
parties under the Operating Subsidy Agreement, but at a minimum with residential rents and/or
other available subsidy to cover operating expenses and achieve a 1.15 debt service coverage
ratio.
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(©) By reason of condemnation or material damage to or destruction of the
Property, neither the Partnership nor the City has beneficial use and occupancy of the Property.

Section 1.6  Term. The term of this Lease shall commence as of the Effective Date and
shall remain in full force and effect from such date until [April 1, 2050] [Note: Date of final
maturity for Bonds] (the “Term”), unless such Term is extended or sooner terminated as set
forth in Section 1.7.

Section 1.7  Extension; Early Termination. If, on [April 1, 2050] [Note: Date of final
maturity for Bonds], the Rent Payments shall not have been paid, or provision therefor made, for
any reason, including, without limitation, because the rental payable hereunder shall have been
abated at any time and for any reason, then the Term shall be extended until ten (10) days after
all the principal components and the interest components of the Rent Payments shall have been
paid, or provision therefor made and no Bonds remain outstanding; provided, the Term shall in
no event be extended beyond [April 1, 2060] [Note: Ten years after date of final maturity for
Bonds]. If at any time prior to [April 1, 2050] [Note: Date of final maturity for Bonds] Rent
Payments shall have been paid in full, or provision of moneys therefor made in and no Bonds
remain outstanding, the Term shall end and this Lease shall automatically terminate without
further action of the Parties.

ARTICLE 2.
QUIET ENJOYMENT; USE

Section 2.1 Quiet Enjoyment. The Parties intend that as of the Effective Date the
Property will be leased back to the Partnership pursuant to the Sublease for the term thereof.
Subject to any rights that the Partnership may have under the Sublease (in the absence of an
event of default under the Sublease) to possession and enjoyment of the Property, the Partnership
hereby covenants and agrees that it will not take any action to prevent the City from having quiet
and peaceable possession and enjoyment of the Property during the Term, and will, at the request
of the City and at the Partnership’s cost, to the extent that it may lawfully do so, join in any legal
action in which the City asserts its right to such possession and enjoyment. Nothing in this
Section limits the obligation of the City to enter into the Sublease or the Partnership’s right to
use and occupy the Property under the Sublease. At no cost to the City, Partnership shall furnish
all utilities and services to the Property.

Section 2.2 Use. Throughout the Term, the Property shall only be used solely for the
construction and operation of the Project, provided, however, as more particularly set forth in the
Sublease, as between the City and the Partnership, so long as the Sublease remains in effect the
Partnership is solely responsible for all obligations of developing, owning, and operating the
Project.

Section 2.3 Partnership’s Maintenance and Repairs. At no cost to the City,
Partnership shall repair and maintain the Property at its cost and in safe and sanitary condition
(normal wear and tear excepted), including, without limitation, the roof, foundation, bearing and
exterior walls and subflooring, and the heating, ventilating, air conditioning, plumbing,
electrical, fire protection, life safety, security and other mechanical, electrical and
communications systems of the Property and any common areas. Without limiting the
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foregoing, Partnership shall maintain the Property in a clean, safe and attractive manner, shall
provide exterior graffiti removal with reasonable frequency, and shall not permit to be done in or
about the Property anything that is illegal, is dangerous to persons or property or constitutes a
nuisance.

Section 2.4  Changes to the Property. The Partnership shall, at its sole cost, have the
right during the Term to make improvements to the Property or to attach any fixtures, structures
or signs to the Property if such improvements, fixtures, structures or signs are necessary or
beneficial for the use of the Property; provided, such actions by the Partnership shall not
materially adversely affect the operation of the Property for the purpose intended or reduce the
fair rental value of the Property in any material respect.

Section 2.5  Damage and Destruction.

@ If the Property is damaged by fire, earthquake or other casualty,
Partnership shall repair the same without delay. The City shall have no obligation to make any
repairs to the Property and shall have no financial obligation with respect to any repairs to the
Property. This Lease shall remain in full force and effect, except that City shall be entitled to an
abatement of Rent Payments as provided in Section 1.5.

(b) If, in Partnership’s reasonable judgment made in good faith, the
Partnership determines that (i) repairs cannot be made within two hundred ten (210) days after
the date of damage or (ii) available insurance proceeds (excluding any deductible for which
Partnership shall be responsible) will not be sufficient to make necessary repairs, Partnership
may elect to terminate this Lease by written notice to the City within thirty (30) days of such
determination. If the Partnership does not elect to terminate this Lease as provided in this
paragraph (b), this Lease shall remain in full force and effect, except that City shall be entitled to
an abatement of Rent Payments as provided in Section 1.5.

(© The parties intend that the provisions of this Section 2.5 govern fully their
rights and obligations in the event of damage or destruction, and Partnership and the City each
hereby waives and releases any right to terminate this Lease in whole or in part under
Section 1932, subdivision 2, Section 1933, subdivision 4, and Sections 1941 and 1942 of the
Civil Code of California or under any similar law, statute or ordinance now or hereafter in effect,
to the extent such rights are inconsistent with the provisions hereof.

Section 2.6  Eminent Domain.

2.6.1 Definitions.

@) “Award” means all compensation, sums or anything of value paid,
awarded or received for a Taking, whether pursuant to judgment, agreement, settlement or
otherwise.

(b) “Date of Taking” means the earlier of (i) the date upon which title to the
portion of the Property taken passes to and vests in the condemnor or (ii) the date on which the
City is dispossessed.
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(©) “Taking” means a taking or damaging, including severance damage, by
eminent domain, inverse condemnation or for any public or quasi-public use under law. A
Taking may occur pursuant to the recording of a final order of condemnation, or by voluntary
sale or conveyance in lieu of condemnation or in settlement of a condemnation action

2.6.2 General. If there is any Taking of all or any part of the Property or any
interest in this Lease, the rights and obligations of the parties hereunder shall be determined
pursuant to this Section 2.6. The City and the Partnership intend that the provisions hereof
govern fully in the event of a Taking and accordingly, the parties each hereby waive any right to
terminate this Lease in whole or in part under Sections 1265.110, 1265.120, 1265.130 and
1265.140 of the California Code of Civil Procedure or under any similar law now or hereafter in
effect.

2.6.3 Total Taking; Automatic Termination. If there is a total Taking of the
Property, then this Lease shall terminate as of the Date of Taking.

2.6.4 Partial Taking; Election to Terminate. If there is a Taking of any portion
(but less than all) of the Property, (i) the partial Taking, in the City’s reasonable judgment,
renders the remaining portion of the Property untenantable or unsuitable for continued use by the
City for its intended purposes or otherwise materially adversely affects the normal operations of
the Property and (ii) the condition rendering the Property untenantable or unsuitable either is not
curable or is curable but Partnership is unwilling or unable to cure such condition, the City may,
by giving written notice to the Partnership before or within thirty (30) days after the Date of
Taking, elect to terminate this Lease and thereafter this Lease shall terminate upon the later of
the thirtieth (30th) day after such written notice is given or the Date of Taking.

2.6.5 Termination of Lease; Rent and Award. Upon termination of this Lease in
its entirety pursuant to Section 2.6.3, or pursuant to an election under Section 2.6.4, then: (a) the
City’s obligation to pay Rent Payments shall continue up until the date of termination and
thereafter shall cease, and (b) Partnership shall be entitled to the entire Award in connection
therewith, except that the City shall receive any Award made specifically for the City’s expenses.

2.6.6 Partial Taking; Continuation of Lease. If there is a partial Taking of the
Premises under circumstances where this Lease is not terminated in its entirety under
Section 2.6.4 above, then this Lease shall terminate as to the portion of the Property so taken, but
shall remain in full force and effect as to the portion not taken, and the rights and obligations of
the parties shall be as follows: (a) Rent Payments shall be abated as provided in Section 1.5, and
(b) Partnership shall be entitled to the entire Award in connection therewith, provided that City
shall receive any Award made specifically for the City’s expenses.

2.6.7 Temporary Taking. Notwithstanding anything to contrary in this
Section 2.6, if a Taking occurs with respect to the Property for a limited period of time not in
excess of sixty (60) consecutive days, this Lease shall remain unaffected thereby, and the City
shall continue to pay Rent and to perform all of the terms, conditions and covenants of this
Lease. In the event of such temporary Taking, the City shall be entitled to receive that portion of
any Award representing compensation for the use or occupancy of the Premises during the Term
up to the total Rent owing by the City for the period of the Taking.
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Section 2.7  Partnership’s Indemnity and Insurance.

2.7.1 Partnership’s Indemnity. Partnership shall Indemnify the City and its
agents against any and all Claims arising out of or as a result of (a) any failure of the Property or
any portion thereof to comply with applicable Laws as provided in Section 1.1 or any
misrepresentation by the Partnership under Section 1.1, (b) any default by Partnership in the
performance of any of its obligations under this Lease or any breach of any representations or
warranties made by Partnership under this Lease, or (¢) any negligent acts or omissions of
Partnership or its agents in, on or about the Property; provided, however, Partnership shall not be
obligated to Indemnify the City or its Agents to the extent any Claim arises out of the active
gross negligence or willful misconduct of the City or its Agents. In any action or proceeding
brought against the City or its Agents by reason of any Claim Indemnified by Partnership
hereunder, Partnership may, at its sole option, elect to defend such Claim by attorneys selected
by Partnership. Partnership shall have the right to control the defense and to determine the
settlement or compromise of any action or proceeding, provided that the City shall have the
right, but not the obligation, to participate in the defense of any such Claim at its sole cost.
Partnership’s obligations under this Section 2.7.1 shall survive the termination of this Lease.

2.7.2 Definitions

@ “Claims” means any liabilities, losses, costs, claims, judgments,
settlements, damages, liens, fines, penalties, and expenses, including direct and vicarious liability
of every kind.

(b) “Indemnity” means to indemnify, defend and hold harmless.

2.7.3 Insurance. Partnership acknowledges and agrees that City shall not be
required to carry any insurance with respect to this Lease.

Section 2.8  Hazardous Materials.

2.8.1 Definitions. As used in this Lease, the following terms shall have the
meanings hereinafter set forth:

@) “Environmental Laws” shall mean any federal, state, local or
administrative law, rule, regulation, order or requirement relating to industrial hygiene,
environmental conditions or Hazardous Material, whether now in effect or hereafter adopted.

(b) “Hazardous Material” shall mean any material that, because of its
quantity, concentration or physical or chemical characteristics, is deemed by any federal, state or
local governmental authority to pose a present or potential hazard to human health or safety or to
the environment. Hazardous Material includes, without limitation, any material or substance
defined as a “hazardous substance,” or “pollutant” or “contaminant” pursuant to the
Comprehensive Environmental Response, Compensation and Liability Act of 1980, as amended
(42 U.S.C. Section 9601 et seq.), or pursuant to Section 25316 of the California Health & Safety
Code; any “hazardous waste” listed pursuant to Section 25140 of the California Health & Safety
Code; any asbestos and asbestos containing materials whether or not such materials are part of
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the structure of the Building or are naturally occurring substances on or about the Property; and
petroleum, including crude oil or any fraction thereof, natural gas or natural gas liquids.

(©) “Release” when used with respect to Hazardous Material shall include any
actual or imminent spilling, leaking, pumping, pouring, emitting, emptying, discharging,
injecting, escaping, leaching, dumping, or disposing into, inside, in, on, under or about the
Property.

2.8.2 Partnership’s Representations and Covenants. Partnership represents and
warrants to the City that, to the best of Partnership’s knowledge, and except as previously
disclosed in writing to the City, as of the Effective Date the following statements are true and
correct: (a) the Property is not in violation of any Environmental Laws; (b) the Property is not
now, nor has it been, used for the manufacture, use, storage, discharge, deposit, transportation or
disposal of any Hazardous Material, except for the use of such substances in such limited
quantities as are customarily used in offices, which limited use has been and is in compliance
with Environmental Laws; (c) the Property does not consist of any landfill or contain any
underground storage tanks; (d) the Property does not consist of any asbestos-containing materials
or building materials that contain any other Hazardous Material, nor contain any lead-based
paints; (e) there has been and is no Release of any Hazardous Material in, on, under or about the
Property; and (f) the Property is not subject to any claim by any governmental regulatory agency
or third party related to the Release of any Hazardous Material, and there is no inquiry by any
governmental agency (including, without limitation, the California Department of Toxic
Substances Control or the Regional Water Quality Control Board) with respect to the presence of
Hazardous Material in, on, under or about the Property, or the migration of Hazardous Material
from or to other real property. The Partnership shall maintain the Property throughout the Term
in compliance with all Environmental Laws that could affect the health, safety and welfare of the
Property’s residents or City’s use of the Property for their intended purposes.

2.8.3 Partnership’s Environmental Indemnity. Without limiting Partnership’s
Indemnity in Section 2.7.1, above, Partnership shall Indemnify the City and its agents against
any and all Claims arising during or after the Term of this Lease (a) as a result of any breach of
any of Partnership’s representations, warranties or covenants in the preceding Section 2.8.2, or
(b) in connection with any presence or Release of Hazardous Material in, on, under or about the
Property.

ARTICLE 3.
SPECIAL COVENANTS AND PROVISIONS

Section 3.1  Waste. The City agrees that at all times that it is in possession of the
Property (subject to the Sublease), it will not commit, suffer or permit any waste on the Property,
and that it will not willfully or knowingly use or permit the use of the Property for any illegal
purpose or act.

Section 3.2 Further Assurances and Corrective Instruments. The Parties agree that
each Party will, from time to time, execute, acknowledge and deliver, or cause to be executed,
acknowledged and delivered, such additional documents, and such further instruments, as may
reasonably necessary for correcting any inadequate or incorrect description of the Property
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hereby leased or intended so to be or for carrying out the expressed intention of this Lease and
the Sublease, including, but not limited to, any document reasonably requested by a Party to
evidence the termination of this Lease in accordance with Section 1.7, above.

Section 3.3 Waiver of Personal Liability. All liabilities under this Lease on the part of
a Party shall be solely liabilities of the Party, itself, and each Party hereby releases each and
every director, officer and employee of the other Party of and from any personal or individual
liability under this Lease. No director, officer or employee of a Party shall at any time or under
any circumstances be individually or personally liable under this Lease to the other Party, or to
any other party whomsoever for anything done or omitted to be done by the Party.

Section 3.4  Representations of the Partnership. The Partnership represents and
warrants to the City as follows:

@ the Partnership has the full power and authority to enter into, to execute
and to deliver this Lease, and to perform all of its duties and obligations hereunder, and has duly
authorized the execution of this Lease;

(b) except for the Ground Lease, the Property is not subject to any dedication,
easement, right of way, reservation in patent, covenant, condition, restriction, lien or
encumbrance which would prohibit or materially interfere with the use of the Property for
purposes as contemplated by the Partnership;

(©) all taxes, assessments or impositions of any kind with respect to the
Property, except current taxes (if any), have been paid in full;

(d) the Ground Lease is in full force and effect and the Landowner has not
declared any default;

(e) the physical structure, fixtures and permanent improvements of the
Property are, in compliance with the requirements of the Americans With Disabilities Act of
1990 and Title 24 of the California Code of Regulations and all other applicable federal, state,
local and administrative laws, rules, regulations, orders and requirements intended to provide
equal accessibility for persons with disabilities (collectively, “Disabilities Laws”);

()] the Property is in compliance with all applicable federal, state, local and
administrative laws, rules, regulations, orders and requirements relating to seismic safety
(collectively, “Seismic Safety Laws”);

(9) the Property is in full compliance with all applicable federal, state, local
and administrative laws, rules, regulations, orders and requirements relating to fire and life safety
(including, without limitation, the San Francisco High-Rise Sprinkler Ordinance) (collectively,
“Life Safety Laws”);

(h) the Property is in compliance with all other applicable federal, state, local
and administrative laws, rules, regulations, orders and requirements; and

10
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() there are no material physical or mechanical defects in the Property that
would materially adversely affect City’s intended use of the Property.

Section 3.5  Representations of the City. The City represents and warrants to the
Partnership that the City has the full power and authority to enter into, to execute and to deliver
this Lease, and to perform all of its duties and obligations hereunder, and has duly authorized the
execution and delivery of this Lease.

Section 3.6 Tax Matters. In order to maintain the exclusion from gross income for
federal income tax purposes of the interest on the Bonds, the City covenants that it will, within
the power of the City in its capacity as lessee under this Lease or as lessor under the Sublease,
not knowingly take or cause to be taken any action or actions, or fail to take, upon the written
request of the Bond Trustee, any action or actions, if the taking of such action or actions or the
failure to take such action or actions, as the case may be, would cause interest or the Bonds to be
included in gross income for federal income tax purposes.

Section 3.7  Continuing Disclosure. The City hereby covenants and agrees that it will
comply with the provisions of the Continuing Disclosure Certificate. Failure of the City to
comply with the Continuing Disclosure Certificate shall not be considered an event of default
hereunder; however, the Bond Trustee, any Participating Underwriter (as defined in the
Continuing Disclosure Certificate) or any holder or Beneficial Owner (as defined in the
Continuing Disclosure Certificate) may take such actions as may be necessary and appropriate to
cause the City to comply with the provisions of the Continuing Disclosure Certificate.

Section 3.8 [Reserved].

Section 3.9  City Contracting Provisions. The Partnership covenants and agrees to
comply with the provisions set forth in Exhibit D to this Lease, which is incorporated in and
made a part of this Lease by this reference.

Section 3.10 Compliance with Lease. The City and the Partnership hereby agree
faithfully to observe and perform their respective covenants, conditions and requirements herein.
The City shall not suffer or permit any default to occur hereunder, nor do or permit to be done in,
upon or about the Property or any part thereof, anything that might in any way impair the
obligation of the City to make Rent Payments hereunder. The City shall not do or permit
anything to be done, or omit or refrain from doing anything, in any case where any such act done
or permitted to be done, or any such omission of or refraining from action, would or might be a
ground for cancellation or termination of this Lease.

ARTICLE 4.
ASSIGNMENT, SUBLEASING, MORTGAGING AND SELLING

Section4.1  Assignment and Subleasing. This Lease may not be sold or assigned and
the Property subleased, as a whole or in part, by the City without the prior written consent of the
Partnership. Concurrently with the execution of this Agreement, the City and the Partnership
have entered into the Sublease. Notwithstanding the foregoing, any single unit in the Project
may be leased to an income-eligible occupant in compliance with the Ground Lease.
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Section 4.2 Restrictions on the Partnership. The Partnership agrees that it will not
mortgage, sell, encumber, assign, transfer or convey the Property or any portion thereof during
the Term without the prior written consent of the City, which shall not be unreasonably withheld,
delayed or conditioned; except for any Permitted Encumbrances (as such term is defined in the
Bond Regulatory Agreement).

Section4.3  Assignment of Rent Payments. The Partnership has assigned all of its
right, title and interest in Rent Payments necessary to pay debt service then due and payable
under the Bonds and related fees to the Bond Issuer to secure its obligations under the Loan
Agreement and the Bond Issuer has assigned all of its right, title and interest in such payments to
the Bond Trustee to secure the Bonds, and the City hereby acknowledges such assignments.
Accordingly, so long as any Bonds are outstanding (in an amount equal to cover any debt service
payments then due and payable under the Bonds), the City shall make such payments by
remitting such amounts directly to the Bond Trustee upon receiving written instructions from the
Partnership or Bond Trustee.

ARTICLE 5.
DEFAULT

Section 5.1 City Events of Default. Each of the following shall constitute a “Default”
by the City:

@) Payment Default; Breach of Covenants. (i) Failure by the City to make
any Rent Payment when due and payable hereunder or (ii) failure by the City to duly perform,
comply with, or observe any other of the conditions, terms, or covenants of this Lease and such
failure having continued uncured for thirty (30) days after receipt of written notice thereof from
the Partnership to the City, or, if the breach cannot be cured within thirty (30) days, the City shall
not be in breach so long as the City is diligently undertaking to cure such breach and such breach
is cured within ninety (90) days.

(b) Partnership’s Remedies. On the occurrence of any Default by the City, the
Partnership shall be entitled to any remedy available under applicable law, including:
(i) terminating the Lease; or (ii) recovering money damages. In addition, to the extent
applicable, the Partnership shall specifically be entitled to the remedies set forth in California
Civil Code Sections 1951.2 and 1951.4, each of which are hereby incorporated into this Lease by
this reference. Notwithstanding any other provision of this Lease, in no event shall the
Partnership have the right to accelerate the payment of any Rent Payment hereunder.

Each and every remedy of the Partnership or any assignee of the rights of the
Partnership hereunder is cumulative and the exercise of one remedy shall not impair the right of
the Partnership or its assignee to any or all other remedies. If any statute or rule validly shall
limit the remedies given to the Partnership or any assignee of the rights of the Partnership, the
Partnership or its assignee nevertheless shall be entitled to whatever remedies are allowable
under any statute or rule of law.

Section 5.2 Partnership Event of Default. Each of the following shall constitute a
“Default” by the Partnership.

12
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@) Breach of Covenants. Failure by the Partnership to duly perform, comply
with, or observe any other of the conditions, terms, or covenants of this Lease and such failure
having continued uncured for sixty (60) days after receipt of written notice thereof from the City
to the Partnership, or, if the breach cannot be cured within sixty (60) days, the Partnership shall
not be in breach so long as the Partnership is diligently undertaking to cure such breach to the
reasonable satisfaction of the City.

(b) City’s Remedies. On the occurrence of any Default by the Partnership
that extends beyond the applicable notice and cure periods set forth herein, the City shall be
entitled to any remedy available under applicable law, including: (i) specific performance; or (ii)
recovery of money damages. In addition, to the extent applicable, the City shall specifically be
entitled to the remedies set forth in California Civil Code Sections 1951.2 and 1951.4, each of
which are hereby incorporated into this Lease by this reference. Notwithstanding any other
provisions of this Lease, in no event shall the City have the right to terminate this Lease.

Each and every remedy of the City is cumulative and the exercise of one remedy shall not
impair the right of the City to any or all other remedies. If any statute or rule validly shall limit
the remedies given to the City, the City nevertheless shall be entitled to whatever remedies are
allowable under any statute or rule of law.

Section 5.3  Waiver. The waiver by the Partnership of any breach by the City, and the
waiver by the City of any breach by the Partnership, of any term, covenant or condition hereof
shall not operate as a waiver of any subsequent breach of the same or any other term, covenant or
condition hereof.

ARTICLE 6.
MISCELLANEOUS

Section 6.1  Notices, Demands and Communications. Formal notices, demands, and
communications between the Parties shall be sufficiently given if, and shall not be deemed given
unless, dispatched by registered or certified mail, postage prepaid, return receipt requested, by
reputable overnight delivery service, or delivered personally, to the principal office of the Parties
as follows:

Partnership: 833 Bryant, L.P.
c/o 833 Bryant LLC
1256 Market Street
San Francisco, CA 94102
Attn: Doug Shoemaker
E-mail: dshoemaker@mercyhousing.org

with copies to:  Citibank N.A.
388 Greenwich Street, 6™ Floor
New York, New York 10013
Attention: Mark Sherman
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mailto:dshoemaker@mercyhousing.org

Nixon Peabody LLP

779 9" Street, NW, Suite 500
Washington, DC 20001-4501
Attention: Matthew W. Mullen

City: City and County of San Francisco
Department of Homelessness and Supportive Housing
440 Turk Street
San Francisco, California 94102
Attn: Director

with copy to: San Francisco Homes for the Homeless No. 1 LLC
c/o The San Francisco Housing Accelerator Fund
25 Taylor Street
San Francisco, CA 94102
Attn: Rebecca Foster
E-mail: rebecca@sfhaf.org

Such written notices, demands and communications may be sent in the same manner to such
other addresses as the affected Party may from time to time designate by mail as provided in this
Section.

Section 6.2  Binding Effect. Subject to the limitations set forth above, this Lease shall
inure to the benefit of and shall be binding upon the Partnership, the City and their respective
successors and assigns.

Section 6.3  Time of the Essence. In all matters under this Agreement, the Parties
agree that time is of the essence, but subject to all express extension, and notice and cure rights
in this Lease.

Section 6.4  Interpretation. Where the context requires herein, the singular shall be
construed as the plural, and neuter pronouns shall be construed as masculine and feminine
pronouns, and vice versa. References in this Lease to days shall be to calendar days. If the last
day of any period to give or reply to a notice, meet a deadline or undertake any other action
occurs on a day that is not a day of the week on which the City and County of San Francisco is
open to the public for carrying on substantially all business functions (a “Business Day”), then
the last day for giving or replying to such notice, meeting such deadline or undertaking any such
other action shall be the next succeeding Business Day. In no event shall a Saturday or Sunday
be considered a Business Day. The use in this Lease of the words “including”, “such as” or
words of similar import when used with reference to any general term, statement or matter shall
not be construed to limit such statement, term or matter to the specific statements, terms or
matters, unless language of limitation, such as “and limited to” or words of similar import are
used with reference thereto.

Section 6.5  Validity and Severability. If for any reason this Lease or any part thereof
shall be held by a court of competent jurisdiction to be void, voidable, or unenforceable by the
Partnership or the City, all of the remaining terms hereof shall nonetheless continue in full force

14

4125-1772-2401.9



and effect. If for any reason it is held by such a court that any of the agreements, conditions,
covenants or terms required to be observed or performed by the City hereunder, including the
covenant to pay rentals hereunder, is unenforceable for the full term hereof, then and in such
event this Lease is and shall be deemed to be a lease from year to year under which the rentals
are to be paid by the City annually in consideration of the right of the City to use and occupancy
of the Property, and all the other agreements, conditions, covenants and terms are contrary to or
inconsistent with such holding, shall remain in full force and effect.

Section 6.6  Amendments, Changes and Modifications. This Lease may be amended,
changed, modified, altered or terminated only in writing by the Parties.

Section 6.7  Applicable Law; Venue. This Lease shall be governed by and construed
in accordance with the laws of the State of California. In the event any legal action is
commenced to interpret or to enforce the terms of this Lease or to collect damages as a result of
any breach thereof, the venue for such action shall be the Superior Court of the City and County
of San Francisco.

Section 6.8  Captions. The captions or headings in this Lease are for convenience only
and in no way define, limit or describe the scope or intent of any provisions or sections of this
Lease.

Section 6.9  Landowner and Limited Partner as Third-Party Beneficiaries. The
Landowner is an express third-party beneficiary of this Lease, with a direct right of enforcement
against the Parties.

Notwithstanding anything to the contrary set forth elsewhere in this Lease, the Limited
Partner shall be deemed a third-party beneficiary of the provisions of this Lease that reference
the Limited Partner, and the Limited Partner shall have rights to enforce such terms (as
applicable). The foregoing rights of the Limited Partner to be a third-party beneficiary under this
Lease shall be the only rights (express or implied) of the Limited Partner, to be a third-party
beneficiary under this Lease and all such rights shall cease if the Limited Partner is no longer a
partner in the Partnership.

Other than the Landowner and the Limited Partner, no other party is, or may be
considered, a third-party beneficiary of this Lease.

Section 6.10 Incorporation of Recitals and Exhibits. All recitals set forth above, and all
exhibits attached to this Agreement, are incorporated herein by this reference.

Section 6.11 No Merger. If both the Partnership’s and the City’s estate under this or
any other lease relating to the Property or any portion thereof shall at any time for any reason
become vested in one owner, this Lease and the estate created hereby shall not be destroyed or
terminated by the doctrine of merger unless the City so elects as evidenced by recording a
written declaration so stating, and, unless and until the City so elects, the City shall continue to
have and enjoy all of its rights and privileges as to the separate estates. The City hereby
covenants not to permit or consent to any such merger as long as any Bonds are outstanding.
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Section 6.12 Complete Understanding of the Parties. This Agreement, in conjunction
with the Sublease, constitutes the entire understanding and agreement of the Parties with respect
to the matters set forth in this Lease, and this Lease supersedes all prior negotiations, discussions,
undertakings, or agreements between the Parties. This Lease shall not be construed as if it had
been prepared by one of the Parties, but rather as if all of the Parties had prepared it. The Parties
to this Lease have read and reviewed this Lease and agree that any rule of construction to the
effect that ambiguities are to be resolved against the drafting party shall not apply to the
interpretation of this Agreement (including but not limited to Civil Code Section 1654 as may be
amended from time to time).

Section 6.13 Parties Not Co-Venturers. Nothing in this Agreement is intended to or
does establish the Parties as partners, co-venturers, or principal and agent with one another.

Section 6.14 Counterparts; Multiple Originals. This Lease may be simultaneously
executed in counterparts and multiple originals, each of which shall be an original and all of
which shall constitute but one and the same instrument.

Section 6.15 Parties and their Agents; Approvals. The words “City” and “Partnership”
include the plural as well as the singular. If there is more than one entity that comprises
Partnership, Partnership’s obligations and liabilities under this Lease are joint and several. The
term “Limited Partner” shall mean or any successor limited partner of the
Paertnership. The term “Agents” when used with respect to either party includes the agents,
employees, officers, contractors, and representatives of the party. All approvals, consents, or
other determinations permitted or required by the City will be made by or through the City’s
Director of Property unless otherwise provided in this Lease, subject to applicable legal
requirements.

Remainder of Page Left Intentionally Blank
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IN WITNESS WHEREOF, the Partnership and the City have executed this Lease as of
the Effective Date.

PARTNERSHIP:

833 BRYANT, L.P., a California limited
partnership

By: 833 Bryant LLC, a California limited
liability company, its general partner

By: Mercy Housing Calwest, a California
nonprofit public benefit corporation, its
sole member/manager

By:
Name:
Its:

Signatures Continue on the Following Page

S-1
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CITY:

CITY AND COUNTY OF SAN FRANCISCO

By:

Andrico Q. Penick, Director of Property

By:

JeffKesitsky-Abigail Stewart-Kahn,
Acting Director of the Department of

Homelessness and Supportive Housing

APPROVED AS TO FORM:

DENNIS J. HERRERA, City Attorney

By:

Deputy City Attorney
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A notary public or other officer completing this certificate verifies only the
identity of the individual who signed the document to which this certificate is
attached, and not the truthfulness, accuracy, or validity of that document.

ACKNOWLEDGMENT
STATE OF CALIFORNIA )
COUNTY OF ;
On , before me, , Notary Public,
personally appeared , who proved to me on the

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

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

WITNESS my hand and official seal.

Name:
Notary Public
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EXHIBIT A

LEGAL DESCRIPTION
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EXHIBIT B
SCHEDULE OF RENT PAYMENTS

[Payments on March 15 and September 15 equal to 1.15x debt service payments due on April 1
and October 1, respectively.]

B-1
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EXHIBIT C

[RESERVED]
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EXHIBITD

CITY AND COUNTY OF SAN FRANCISCO
MANDATORY CONTRACTING PROVISIONS
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OH&S DRAFT: 05/21/2020

Recording Requested by and
When Recorded Mail to:

City and County of San Francisco

Department of Homelessness and Supportive Housing
440 Turk Street

San Francisco, California 94102

Attn: Director

No fee for recording pursuant to
Government Code Section 27383 and 27388.1

Exempt from California Document
Transfer tax pursuant to Revenue
and Taxation Code 11921

SUBLEASE AGREEMENT
(833 Bryant)

THIS SUBLEASE AGREEMENT (this “Sublease”) is executed and entered into as of

, 2021 (the “Effective Date”), by and between the City and County of San
Francisco, a municipal corporation operating by and through the Department of Homelessness
and Supportive Housing (the “City”), as sublessor, and 833 Bryant, L.P., a California limited
partnership (the “Partnership”), as sublessee.

RECITALS

A. San Francisco Homes for the Homeless No. 1 LLC, a California limited liability
company (the “Landowner”), is a wholly-owned subsidiary of The San Francisco Housing
Accelerator Fund, a California nonprofit public benefit corporation, and fee owner of that certain
real property located at 833 Bryant Street, San Francisco, California, and is more particularly
describe in Exhibit A (the “Property”). [Property description to be limited to residential

property]

B. The Landowner has entered into a long-term ground lease of the Property to the
Partnership (the “Ground Lease”). The Ground Lease obligates the Partnership to develop,
own, and operate one-hundred forty-five (145) affordable residential units, plus one (1)
additional manager’s unit and related improvements, which the Partnership and the City intend to
be made available as permanent supportive housing for chronically homeless individuals (the
“Project”), and to develop ground floor commercial space. The Project will utilize low income
housing tax credits from the California Tax Credit Allocation Committee (“TCAC”), and other
funding sources obtained by the Partnership. At all times during the Term of this Agreement,
including without limitation for tax purposes, a legal leasehold estate in the Project as provided
in the Ground Lease shall be owned by the Partnership and the Partnership alone shall be entitled
to all of the tax attributes of ownership of the Project, including, without limitation, the right to
claim depreciation or cost recovery deductions, amortization and the right to claim the low-
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income housing tax credit described in Section 42 of the Internal Revenue Code of 1986, as
amended.

C. Pursuant to an Indenture of Trust, dated as of [July] 1, 2020 (the “Indenture”),
between the California Housing Finance Agency (the “Bond Issuer”) and U.S. Bank National
Association, as trustee (the “Bond Trustee”), the Bond Issuer, on , 2020, issued its
California Housing Finance Agency Revenue Bonds (San Francisco Supportive Housing — 833
Bryant Apartments) 2020 Issue N — Social Bonds (the “Bonds”), for the purposes of making a
loan of the proceeds thereof to the Partnership pursuant to a Loan Agreement, dated as of [July]
1, 2020 (the “Loan Agreement”), between the Bond Issuer and the Partnership, for the purpose
of financing the construction of the Project.

D. In order to achieve the policy goals of the City to reduce chronic homelessness,
the City agreed pursuant to that certain [Commitment Letter] (the “Commitment”) to provide
certain financial assistance to the Partnership for the development and operation of the Project.

E. The City is authorized pursuant to the laws of the State of California (the “State”)
and the Charter of the City and County of San Francisco (the “Charter”) to lease and to sublease
real property when necessary and proper for public purposes.

F. The City has concurrently with the execution and delivery of this Sublease leased
the Property from the Partnership pursuant to a Lease Agreement between the Partnership, as
lessor, and the City, as lessee, dated as of the Effective Date (the “Lease”). Under the Ground
Lease, the Landowner has approved the transfers contemplated by the Lease and this Sublease.
Pursuant to this Sublease, the Partnership has control of the day-to-day operations of the Project.
Upon termination of the Lease and resulting termination of this Sublease, the Partnership as
tenant under the Ground Lease will continue to have control of the day-to-day operations of the
Project.

G. The City has determined that the conditions to the execution and delivery of the
Lease and this Sublease set forth in the Commitment have been satisfied.

H. It is the intent of the Partnership and the City that the City's only financial
obligation is to pay rent as provided in the Lease, and the City will not incur any other financial
obligation, cost, or liability related to the Project or the Property under the Lease or this
Sublease.

I The Partnership and the City have entered into a separate contract (the
“Operating Subsidy Agreement”) and the City and have entered into a contract
(the “Tenant Services Subsidy Agreement”) pursuant to which the City has agreed to provide
an annual operating subsidy to the Partnership to support the increased operating costs and tenant
services costs associated with providing long-term supportive housing services to chronically
homeless individuals.

J. All acts, conditions and things required by law to exist, to have happened and to
have been performed precedent to and in connection with the execution and entering into of this
Sublease do exist, have happened and have been performed in regular and due time, form and
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manner as required by law, and the parties hereto are now duly authorized to execute and enter
into this Sublease.

NOW THEREFORE, in consideration of the foregoing, of the mutual promises of
the Partnership and the City (each a “Party”, and, collectively, the “Parties”), and for other
good and valuable consideration the receipt and sufficiency of which are hereby acknowledged,
the Parties mutually agree as follows:

ARTICLE 1.
SUBLEASE OF THE PROPERTY; RENT; TERM

Section 1.1  Sublease of the Property; As-Is Condition. As of the Effective Date, the
City hereby subleases to the Partnership, and the Partnership hereby subleases from the City, the
Property. This Sublease is subject, and subordinate, to the Lease and the Ground Lease.
Partnership acknowledges and agrees that the Property is being leased and accepted in its “as is”
condition, without representation or warranty of any kind, and subject to all applicable Legal
Requirements (as defined in Section 2.7 below) governing their use, occupancy, and possession.
The Partnership acknowledges and agrees that neither City nor any of its Agents have made, and
City disclaims, any representations or warranties, express or implied, concerning the rentable
area of the premises, the physical or environmental condition of the Property, the present or
future suitability of the Property for Partnership’s use, or any other matter whatsoever relating to
the Property, including any implied warranties of merchantability or fitness for a particular
purpose.

Section 1.2  Rent. As of the Effective Date, the Partnership has paid to the City, as and
for rent of the Property for the entire term hereunder, the sum of One Dollar ($1.00), the receipt
of which is hereby acknowledged by the City. This Sublease is intended to be a triple net lease.
The Partnership agrees that the rent provided for herein shall be an absolute net return to the City
free and clear of any expenses, charges or set-offs whatsoever.

As additional consideration to the City under this Sublease:

(@) If the City is making the full operating subsidy payments as provided in
the Operating Subsidy Agreement and the full tenant services subsidy payments as
provided in the Tenant Services Subsidy Agreement, the Partnership shall provide or
cause to be provided long-term supportive housing services to chronically homeless
individuals as provided in the Operating Subsidy Agreement and the Tenant Services
Subsidy Agreement; or

(b) If the City is not making the full operating subsidy payments as provided
in the Operating Subsidy Agreement or the full tenant services subsidy payments as
provided in the Tenant Services Subsidy Agreement, the Partnership shall make the
Property available for occupancy by low and moderate income persons at an affordability
level determined by the parties under the Operating Subsidy Agreement, but at a
minimum with residential rents and/or other available subsidy to cover operating
expenses and achieve a 1.15 debt service coverage ratio.
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Section 1.3  Term. The term of this Sublease shall commence as of the Effective Date
and shall remain in full force and effect from such date until [April 1, 2050] (the “Term”),
unless such Term is sooner terminated as set forth in Section 1.4.

Section 1.4  Early Termination. If either the Ground Lease or the Lease Agreement is
terminated at any time prior to [April 1, 2050] [Note: Date of final maturity for Bonds], this
Sublease shall automatically terminate without further action of the Parties.

ARTICLE 2.
QUIET ENJOYMENT; USE

Section 2.1  Quiet Enjoyment. Subject to the Lease, the Partnership shall have the
quiet use and enjoyment of the Property throughout the Term. Subject to any rights that the City
may have under the Lease (in the absence of an event of default under the Lease by the City) to
possession and enjoyment of the Property, the City hereby covenants and agrees that it will not
take any action to prevent the Partnership from having quiet and peaceable possession and
enjoyment of the Property during the Term, and will, at the request of the Partnership and at the
City’s cost, to the extent that it may lawfully do so, join in any legal action in which the
Partnership asserts its right to such possession and enjoyment.

Section 2.2 Use. Throughout the Term, the Property shall only be used solely for the
construction and operation of the Project. Throughout the Term, the Partnership shall have sole
responsibility and right to develop, own and operate the Project including, but not limited to:

@) using the Project only to provide proper housing facilities and, if the City
is making the full operating subsidy payments under the Operating Subsidy Agreement and the
full tenant services subsidy payments under the Tenant Services Subsidy Agreement, ancillary
uses to chronically homeless individuals, and to maintain the character of the Project as required
by this Sublease, the Lease, TCAC regulations, the Bond Regulatory Agreement (as defined in
the Lease) and the Project financing documents for so long as such agreements remain in effect;
and

(b) managing all daily functions of the Project, including without limitation,
the selection of residents, certification and recertification of the tenants’ household income,
evictions, collection of rents and deposits, maintenance, landscaping, routine and extraordinary
repairs, replacement of capital items, and security. The City shall have no responsibility or
control over management of the Project. The Partnership shall retain Mercy Housing
Management Group, Inc., or another professional property management company reasonably
acceptable to the City to perform its management duties.

Section 2.3 Repairs and Maintenance. At no expense to the City, Partnership will
maintain (and replace, if necessary) the Property (including the floors, interior plumbing,
electrical wiring, fixtures, and equipment) in good repair and working order and in a clean,
secure, safe, and sanitary condition. Partnership will promptly make all repairs and
replacements: (a) at no cost to the City, (b) by licensed contractors or qualified mechanics
approved by the City, (c) so that the repairs and replacements will be at least equal in quality,
value, and utility to the original work or installation, and (d) in accordance with all applicable
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Legal Requirements. Partnership hereby waives all rights to make repairs at the City’s expense
under Sections 1941 and 1942 of the California Civil Code or under any similar Legal
Requirements.

Section 2.4 Utilities. At no cost to the City, Partnership will be solely responsible for
furnishing any utilities or services that Partnership may need for its use of the Property. If any
Legal Requirements impose mandatory or voluntary controls on the City or any part of the
Property relating to the use or conservation of energy, water, gas, light, or electricity or the
reduction of automobile or other emissions, or the provision of any other utility or service
provided with respect to this Sublease, or if the City is required to make alterations to any part of
the Property to comply with mandatory controls or guidelines, then that compliance and making
of any related alterations will not entitle Partnership to any damages, relieve Partnership of the
obligation to pay the full rent or to perform each of its other covenants under this Sublease, or
constitute or be construed as a constructive or other eviction of Partnership. At any time, the
City may install a water meter in the Property or to otherwise measure the amount of water
consumed on the Property, and Partnership will pay for the cost of the meter or other means of
measurement and its installation and maintenance.

Section 2.5  Changes to the Property. The Partnership shall, at its sole cost, have the
right during the Term to make improvements to the Property or to attach any fixtures, structures
or signs to the Property if such improvements, fixtures, structures or signs are necessary or
beneficial for the use of the Property; provided, such actions by the Partnership shall not
materially adversely affect the operation of the Property for the purpose intended or reduce the
fair rental value of the Property in any material respect.

Section 2.6 Damage and Destruction.

@ If the Property is damaged by fire, earthquake or other casualty,
Partnership shall repair the same without delay. The City shall have no obligation to make any
repairs to the Property and shall have no financial obligation with respect to any repairs to the
Property.

(b) If, in Partnership's reasonable judgment made in good faith, the
Partnership determines that (i) repairs cannot be made within two hundred ten (210) days after
the date of damage or (ii) available insurance proceeds (excluding any deductible for which
Partnership shall be responsible) will not be sufficient to make necessary repairs, Partnership
may elect to terminate this Sublease by written notice to the City within thirty (30) days of such
determination. If the Partnership does not elect to terminate this Sublease as provided in this
paragraph (b), this Sublease shall remain in full force and effect.

(©) The parties intend that the provisions of this Section 2.6 govern fully their
rights and obligations in the event of damage or destruction, and Partnership and City each
hereby waives and releases any right to terminate this Sublease in whole or in part under Section
1932, subdivision 2, Section 1933, subdivision 4, and Sections 1941 and 1942 of the Civil Code
of California or under any similar law, statute or ordinance now or hereafter in effect, to the
extent such rights are inconsistent with the provisions hereof.
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Section 2.7  Compliance with Legal Requirements and Risk Management
Requirements.

2.7.1 Compliance with Legal Requirements. At no cost to the City, Partnership
will promptly comply with all present or future federal, state, local, and administrative laws,
ordinance, resolution, regulation, requirement, proclamation, order, or decree of any municipal,
county, state, or federal government or other governmental or regulatory authority, board of fire
underwriters, or any directive or occupancy certificate issued under any law by any public officer
or officers acting in their regulatory capacity (now or later in effect, collectively “Legal
Requirements”) relating to the Property or the use or occupancy of the Property, including the
City’s “Government Requirements” set forth in Exhibit B, and with any and all recorded
covenants, conditions, and restrictions affecting all or any portion of the Property, whether in
effect at the time of the execution of this Sublease or adopted or recorded at any time later and
whether or not they were considered by the parties in negotiating this Sublease. It is
Partnership’s obligation, at no cost to the City, to cause the Property and Partnership’s uses
thereof to be conducted in compliance with the Americans with Disabilities Act, 42 U.S.C.
Section 12101 et seq. and any other applicable disability access Legal Requirements. Any
alteration or improvement to the Property made by or on behalf of Partnership under the
provisions of this Section 2.7.1 will comply with the provisions of Section 2.3 above.
Partnership’s obligation to comply with all Legal Requirements is a material part of the
bargained-for consideration under this Sublease. Partnership’s obligation under this Section
2.7.1 includes its responsibility to make substantial or structural repairs and alterations to the
Property, regardless of, among other factors, the relationship of the cost of curative action to the
Rent under this Sublease, the length of the then remaining Term, the relative benefit of the
repairs to Partnership or the City, the degree to which the curative action may interfere with
Partnership’s use or enjoyment of the Property, the likelihood that the parties contemplated the
particular Legal Requirements involved, and whether the Legal Requirements involved are
related to Partnership’s particular use of the Property.

2.7.2 Requlatory Approvals.

@) Responsible Party. Partnership’s use of the Premises and construction of
any alterations or improvements may require authorizations, approvals, or permits from
governmental regulatory agencies with jurisdiction over the Property. Partnership is solely
responsible for obtaining all regulatory approvals. Partnership will bear all costs associated with
applying for and obtaining any regulatory approval and is solely responsible for satisfying any
and all conditions imposed by regulatory agencies as part of a regulatory approval; provided,
however, any condition that could affect use or occupancy of the Property or the City’s interest
in the Property will first be approved by the City. Partnership will immediately pay and
discharge any fines or penalties levied as a result of Partnership’s failure to comply with the
terms and conditions of any regulatory approval, and the City will have no liability, monetary or
otherwise, for any fines or penalties. Partnership will Indemnify the City and the other
Indemnified Parties (defined below) against all Claims (defined below) arising in connection
with Partnership’s failure to obtain or failure by Partnership, its agents, or its invitees to comply
with the terms and conditions of any regulatory approval.
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(b) The City Acting in its Proprietary Interest. The City is entering into this
Sublease in its proprietary interest in the Property and not as a regulatory agency with police
powers. Nothing in this Sublease will limit in any way Partnership’s obligation to obtain any
required approvals from City officials, departments, boards, agencies, commissions, or other
body having jurisdiction over the Property. By entering into this Sublease, the City is not
modifying or limiting Partnership’s obligation to cause the Property to be used and occupied in
accordance with all applicable Legal Requirements.

2.7.3 Compliance with the City’s Risk Management Requirements. Partnership
will not do anything, or permit anything to be done, in or about the Property that would be
prohibited by or increase rates under a standard form fire insurance policy or subject the City to
potential liability. At no cost to the City, Partnership will faithfully observe any and all
requirements of the City’s Risk Manager with respect to Partnership’s use and occupancy of the
Property.

ARTICLE 3.
SPECIAL COVENANTS AND PROVISIONS

Section 3.1  Waste. The Partnership agrees that at all times that it is in possession of
the Property, it will not commit, suffer or permit any waste on the Property, and that it will not
willfully or knowingly use or permit the use of the Property for any illegal purpose or act.

Section 3.2 Further Assurances and Corrective Instruments. The Parties agree that
each Party will, from time to time, execute, acknowledge and deliver, or cause to be executed,
acknowledged and delivered, such additional documents, and such further instruments, as may
be reasonably necessary for correcting any inadequate or incorrect description of the Property
hereby leased or intended so to be or for carrying out the expressed intention of this Sublease and
the Lease, including, but not limited to, any document reasonably requested by a Party to
evidence the termination of this Sublease in accordance with Section 1.4 above.

Section 3.3 Waiver of Personal Liability. All liabilities under this Sublease on the part
of a Party shall be solely liabilities of the Party, itself, and each Party hereby releases each and
every director, officer and employee of the other Party of and from any personal or individual
liability under this Sublease. No director, officer or employee of a Party shall at any time or
under any circumstances be individually or personally liable under this Sublease to the other
Party, or to any other party whomsoever for anything done or omitted to be done by the Party.

Section 3.4  Representations of the Partnership. The Partnership represents and
warrants to the City as follows:

@ the Partnership has the full power and authority to enter into, to execute
and to deliver this Sublease, and to perform all of its duties and obligations hereunder, and has
duly authorized the execution of this Sublease;

(b) except for the Ground Lease, the Property is not subject to any dedication,
easement, right of way, reservation in patent, covenant, condition, restriction, lien or
encumbrance which would prohibit or materially interfere with the use of the Property for
purposes as contemplated by the Partnership;
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(©) all taxes, assessments or impositions of any kind with respect to the
Property, except current taxes (if any), have been paid in full; and

(d) the Ground Lease is in full force and effect and the Landowner has not
declared any default.

Section 3.5  Representations of the City. The City represents and warrants to the
Partnership that the City has the full power and authority to enter into, to execute and to deliver
this Sublease, and to perform all of its duties and obligations hereunder, and has duly authorized
the execution and delivery of this Sublease.

Section 3.6  Waiver of Claims; Indemnification.

3.6.1 Limitation on the City’s Liability; Waiver of Claims. The City will not be
responsible for, or liable to, Partnership, and Partnership hereby assumes the risk of, and waives
and releases the City and its Agents from all Claims for any injury, loss, or damage to any person
or property in or about the Property by or from any cause whatsoever including: (a) any act or
omission of persons occupying any part of the Property; (b) theft; (c) explosion, fire, steam, oil,
electricity, water, gas, rain, pollution, or contamination; (d) stopped, leaking, or defective
building systems; (e) Property defects; and (f) any other acts, omissions, or causes. Nothing in
this Section 3.6 will relieve the City from liability caused solely and directly by the active gross
negligence or willful misconduct of the City or its Agents, but the City will not be liable under
any circumstances for any consequential, incidental, or punitive damages.

3.6.2 Partnership’s Indemnity. Partnership, on behalf of itself and its successors
and assigns, will indemnify, defend, and hold harmless (“Indemnify”) the City, including all of
its boards, commissions, departments, agencies, and other subdivisions, and all of its and their
Agents, and their respective heirs, legal representatives, successors, and assigns (individually and
collectively, the “Indemnified Parties”), and each of them, from and against all liabilities,
losses, costs, claims, judgments, settlements, damages, liens, fines, penalties, and expenses,
including direct and vicarious liability of every kind (collectively, “Claims”), incurred in
connection with or arising in whole or in part from: (a) any accident, injury to or death of a
person (including Partnership’s employees), or loss of or damage to property, howsoever or by
whomsoever caused, occurring in or about the Property; (b) any default by Partnership in the
observation or performance of any of the terms, covenants, or conditions of this Sublease to be
observed or performed on Partnership’s part; (c) the use or occupancy or manner of use or
occupancy of the Property by Partnership, its Agents, its Invitees, or any person or entity
claiming through or under any of them; (d) the condition of the Property; (e) any construction or
other work undertaken by Partnership on the Property whether before or during the Term; or
(F) any acts, omissions, or negligence of Partnership, its Agents, or its Invitees, in, on, or about
the Property, all regardless of the active or passive negligence of, and regardless of whether
liability without fault is imposed or sought to be imposed on, the Indemnified Parties, except to
the extent that the Indemnity is void or otherwise unenforceable under applicable Legal
Requirements and further except only those Claims as are caused exclusively by the willful
misconduct or active gross negligence of the Indemnified Parties. The foregoing Indemnity
includes reasonable fees of attorneys, consultants, and experts and related costs and the City’s
costs of investigating any Claim. Partnership expressly acknowledges that Partnership has an
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immediate and independent obligation to defend the City from any Claim that actually or
potentially falls within this indemnity provision even if the allegation is or may be groundless,
fraudulent, or false, which obligation arises at the time the Claim is tendered to Partnership by
the City and continues at all times thereafter. Partnership’s obligations under this Section 3.6
will survive the expiration or termination of this Sublease.

Section 3.7  Insurance.

3.7.1 Partnership’s Insurance.

@) At no cost to the City, Partnership will procure and keep in effect at all
times during the Term insurance as follows:

Q) Commercial general liability insurance with limits not less than
One Million Dollars ($1,000,000) combined single limit per occurrence and Two Million Dollars
($2,000,000) annual aggregate limit for bodily injury and property damage, including coverage
for contractual liability; personal injury; fire damage legal liability; advertisers’ liability; owners’
and contractors’ protective liability; products and completed operations; broad form property
damage; and explosion, collapse and underground (XCU).

(i) Umbrella Liability coverage in amount of not less than Ten Million
Dollars ($10,000,000).

(i) Commercial Automobile Liability insurance, with limits not less
than One Million Dollars ($1,000,000) each occurrence, combined single limit for bodily injury
and property damage, including owned, hired and non-owned auto coverage, as applicable.

(iv)  Worker’s Compensation Insurance with Employer’s Liability
limits not less than One Million Dollars ($1,000,000) each accident, if applicable.

(v) Business automobile liability insurance with limits not less than
One Million Dollars ($1,000,000) each occurrence combined single limit for bodily injury and
property damage, including owned and non-owned and hired vehicles, as applicable, if
Partnership uses automobiles in connection with its use of the Property.

(vi)  (vi)  Business interruption insurance (“Business Interruption
Insurance”) covering an abatement of the City’s obligation to make the Rent Payments as a result
of a loss, total or partial, covered by the Casualty Insurance impairing the Borrower’s ability to
operate its business at the Property in an amount equal to the annual Rent Payments for a period
of at least one (1) year (for two (2) years if available on the open market from reputable
insurance companies at a reasonable cost, as determined by the Borrower). [Business
Interruption Insurance shall also cover business interruptions due to failures or interruptions in
telecommunications services, strikes, employee lockouts, riots, or other civil commotion.]
Business Interruption Insurance shall name the Bond Trustee as a beneficiary.

(vii)  Rental interruption insurance, throughout the term of this Sublease
commencing at substantial completion of the Project, to cover the City’s loss, total or partial, of
Rent Payments resulting from the loss, total or partial, of the use of any part of the Property as a
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result of any of hazards in an amount equal to the amount sufficient at all times to pay an amount
not less than the product of two times the maximum amount of Rent Payments scheduled to be
paid during any rental period set forth in Exhibit B to the Lease.

(vii)  Licensed professionals (i.e., architects, engineers, certified public
accountants, etc.) will provide professional liability insurance with limits not less than
$1,000,000 each claim with respect to negligent acts, errors, or omissions in connection with
professional services to be provided under this Sublease or to the Property.

(ix)  (A) Property insurance, excluding earthquake and flood, in the
amount no less than one hundred percent (100%) of the replacement value of all completed
improvements and property in the care, custody and control of the Partnership or its contractor.
For rehabilitation/construction projects that are unoccupied by residential or commercial tenants,
tenants must obtain property insurance by the date that the project receives a certificate of
substantial completion; and (B) boiler and machinery insurance, comprehensive form, covering
damage to, loss or destruction of machinery and equipment located on the Development that is
used by the Partnership for heating, ventilating, air-conditioning, power generation and similar
purposes, in an amount not less than one hundred percent (100%) of the actual replacement value
of such machinery and equipment with a deductible not to exceed Twenty Five Thousand Dollars
($25,000) each loss.

(ix)  Other insurance as is generally required by commercial owners of
buildings similar in size, character, age, and location as the Property, as may change from time to
time, and insurance that is required pursuant to Exhibit D of the Ground Lease.

(b) If any of the required insurance is provided under a claims-made form,
Partnership will maintain the coverage continuously throughout the Term and, without lapse, for
a period of three (3) years beyond the expiration or termination of this Sublease, to the effect
that, if occurrences during the Term give rise to claims made after expiration or termination of
this Sublease, those claims will be covered by the claims-made policies. Partnership’s
obligations under this Section will survive the expiration or termination of this Sublease.

(©) If any of the required insurance is provided under a form of coverage that
includes a general annual aggregate limit or provides that claims investigation or legal defense
costs be included in the general annual aggregate limit, the general aggregate limit will be double
the occurrence or claims limits specified above.

(d) All liability insurance policies will be endorsed to provide the following:

Q) Name as additional insured the City and County of San Francisco,
its officers, agents, and employees.

(i) That the policies are primary insurance to any other insurance
available to the additional insureds, with respect to any claims arising out of this Sublease, and
that insurance applies separately to each insured against whom claim is made or suit is brought.

(e) Each insurance policy required under Section 3.7.1(a) above will be issued
by an insurance company licensed in the State of California and with a general policyholders’
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rating of “A-" or better and a financial size ranking of “Class VIII” or higher in the most recent
edition of Best’s Insurance Guide.

()] All insurance policies required to be maintained by Partnership will be
endorsed to provide thirty (30) days’ prior written notice of cancellation for any reason, intended
non-renewal, or reduction in coverage to both Partnership and the City. If Partnership’s insurer
refuses to offer this endorsement, Partnership will promptly provide the thirty (30) day’s prior
written notice of cancellation, intended non-renewal, or reduction in coverage to the City.

Notice to the City will be mailed to the addresses for the City set forth in Section 6.1.

(9) On or before the Effective Date, Partnership will deliver to the City
certificates of insurance and additional insured policy endorsements from insurers in a form
satisfactory to the City, evidencing the coverage required under this Sublease, together with
complete copies of the policies and at any other time promptly after the City’s request. During
the Term, Partnership will provide the City with certificates or policies at least thirty (30) days
before the expiration dates of expiring policies. If Partnership fails to procure the required
insurance, or to deliver the policies or certificates, then at its option and without waiving any
rights or remedies that the City may have for Partnership’s default, the City may procure the
insurance for Partnership’s account, and Partnership will pay the cost to the City within five
(5) days after delivery to Partnership of invoices therefor.

(h) On the City’s request, Partnership and the City will periodically review the
limits and types of insurance carried under this Section. If the general commercial practice in
San Francisco is to carry liability insurance in an amount or coverage materially greater than the
amount or coverage then being carried by Partnership for risks comparable to those associated
with the Property, then, at the City’s request, Partnership will increase the amounts or coverage
carried by Partnership to conform to the general commercial practice.

Q) Partnership’s compliance with the provisions of this Section 3.7.1 will in
no way relieve or decrease Partnership’s liability under Section 3.6.2, or any of Partnership’s
other obligations under this Sublease.

3.7.2 Partnership’s Personal Property. At no cost to the City, Partnership is
responsible for separately insuring Partnership’s personal property.

3.7.3 No Insurance Obligation by the City. Partnership acknowledges and
agrees that the City has no obligation under this Sublease to carry any third party insurance
coverage for the Property or otherwise.

3.7.4 Waiver of Subrogation. Notwithstanding anything to the contrary in this
Sublease, the City and Partnership (each a “Waiving Party”) each waives any right of recovery
against the other party for any loss or damage relating to the Property or any operations or
contents, whether or not the loss is caused by the fault or negligence of the other party, to the
extent the loss or damage is covered by third-party insurance that is required to be purchased by
the Waiving Party under this Sublease or is actually covered by insurance held by the Waiving
Party or its Agents. Each Waiving Party will obtain a waiver of subrogation rights endorsements
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from applicable insurance carriers issuing policies relating to the Property; provided, the failure
to obtain the endorsement will not affect the above waiver.

Section 3.8  Hazardous Materials.

3.8.1 Definitions. As used in this Sublease:

@) “Environmental Laws” means all present or future Legal Requirements
relating to Hazardous Material (including its use, handling, transportation, production, disposal,
discharge, or storage), or to health and safety, industrial hygiene, or the environment, including
soil, air, and groundwater conditions.

(b) “Hazardous Material” means any material that, because of its quantity,
concentration, or physical or chemical characteristics, is at any time, now or later, deemed by
any federal, state, or local governmental authority to pose a present or potential hazard to human
health, welfare, or safety or to the environment. Hazardous Material includes any material or
substance defined as a “hazardous substance,” “pollutant,” or “contaminant” under the
Comprehensive Environmental Response, Compensation and Liability Act of 1980, as amended,
(42 U.S.C. Section 9601 et seq.) or under Section 25316 of the California Health & Safety Code;
any “hazardous waste” listed under Section 25140 of the California Health & Safety Code; and
petroleum, including crude oil or any fraction thereof, natural gas, or natural gas liquids.

(©) “Investigate” and “Investigation” means undertaking any activities to
determine the nature and extent of Hazardous Material that may be located in, on, under, or
about the Property or that has been, are being or threaten to be Released into the environment;
“Remediate” and “Remediation” means to clean up, remove, contain, treat, stabilize, monitor, or
otherwise control the Hazardous Material.

(d) “Release” when used with respect to Hazardous Material includes any
actual or imminent spilling, leaking, pumping, pouring, emitting, emptying, discharging,
injecting, escaping, leaching, dumping, or disposing into or inside the Premises, or in, on, under,
or about any other part of the Property or into the environment.

3.8.2 No Hazardous Materials. Neither Partnership nor any of its Agents or
Invitees will cause or permit any Hazardous Material to be brought on, kept, used, stored,
generated or disposed of in, on, or about the Property, or transported to or from the Property.
Partnership will give the City immediate written notice of: (a) any action, proceeding, or inquiry
by any governmental authority (including the California State Department of Health Services,
the State or any Regional Water Quality Control Board, the Bay Area Air Quality Management
District, or any local governmental entity) against Partnership with respect to the presence or
Release or suspected presence or Release of Hazardous Material on the Property or the migration
thereof from or to other property; (b) all demands or claims made or threatened by any third
party against Partnership or the Property relating to any loss or injury resulting from any
Hazardous Materials; (c) any Release of Hazardous Material on or about the Property that has
occurred and may require any Investigation or Remediation; and (d) all matters of which
Partnership is required to give notice under Section 25359.7 of the California Health and Safety
Code.
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3.8.3 Partnership’s Environmental Indemnity. If Partnership breaches any of its
obligations contained in this Section, or, if any act or omission of Partnership, its Agents, or its
Invitees results in any Release of Hazardous Material in, on, under, or about the Premises or any
other part of the Property in violation of any applicable Environmental Laws, then, without
limiting Partnership’s Indemnity contained in Section 3.6.2, on behalf of itself and its successors
and assigns, Partnership will Indemnify the Indemnified Parties, and each of them, from and
against all Claims (including damages for decrease in value of the Property, the loss or restriction
of the use of rentable or usable space or of any amenity of the Property, and sums paid in
settlement of claims, attorneys’ fees, consultants’ fees, and experts’ fees and costs) arising during
or after the Term and relating to the Release except only those Claims resulting exclusively from
the willful misconduct or active gross negligence of the Indemnified Parties. The foregoing
Indemnity includes costs incurred in connection with activities undertaken to Investigate and
Remediate Hazardous Material and to restore the Property to its prior condition, fines and
penalties assessed for the violation of any applicable Environmental Laws, and any natural
resource damages. Without limiting the foregoing, if Partnership or any of its Agents or Invitees
causes or permits the Release of any Hazardous Materials in, on, under, or about the Premises or
any other part of the Property, Partnership will immediately and at no expense to the City take all
appropriate actions to return the Property affected by the Release to the condition existing before
the Release and otherwise Investigate and Remediate the Release in accordance with all
Environmental Laws. Partnership expressly acknowledges that Partnership has an immediate
and independent obligation to defend the City from any claim which actually or potentially falls
within this indemnity provision even if the allegation is or may be groundless, fraudulent, or
false, and this obligation arises at the time the claim is tendered to Partnership by the City and
continues at all times thereafter. Partnership will afford the City a full opportunity to participate
in any discussions with governmental regulatory agencies regarding any settlement agreement,
cleanup or abatement agreement, consent decree, or other compromise or proceeding involving
Hazardous Material.

3.8.4 Survival of Obligation. Partnership’s obligations under this Section 3.8
will survive the expiration or earlier termination of this Sublease.

Section 3.9  [Reserved].

Section 3.10 Right of Entry and Inspection. The City shall have the right to enter the
Property during reasonable business hours (and in emergencies at all times) for any purpose
connected with the City’s rights or obligations hereunder and for all other lawful purposes.

Section 3.11 Liens. The Partnership shall keep the Property free of all liens and
encumbrances except Permitted Encumbrances (as such term is defined in the Bond Regulatory
Agreement). In the event the Partnership shall at any time during the term hereof cause any
improvements to the Property to be constructed or materials to be supplied in or upon or attached
to the Property, the Partnership shall pay or cause to be paid when due all sums of money that
may become due or purporting to be due for any labor, services, materials, supplies or equipment
furnished or alleged to have been furnished to or for the Partnership in, upon, about or relating to
the Property or the Partnership’s interest therein, except for the Property or the Partnership’s
interest therein, the Partnership shall cause each such lien to be fully discharged and released at
the time the performance of any obligation secured by any such lien matures or becomes due,
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except that if the Partnership desires to contest any such lien it may do so. If any such lien shall
be reduced to final judgment and such judgment or any process as may be issued for the
enforcement thereof is not promptly stayed, or if so stayed and such stay thereafter expires, the
Partnership shall forthwith pay or cause to be paid and discharged such judgment.

ARTICLE 4.
ASSIGNMENT, SUBLEASING, MORTGAGING AND SELLING

Section4.1  Assignment and Subleasing. This Sublease may not be sold or assigned
and the Property further subleased, as a whole or in part, by the Partnership without the prior
written consent of the City. Notwithstanding the foregoing, any single unit in the Project may be
leased to an income-eligible occupant in compliance with the Ground Lease and the Lease
Agreement.

Section 4.2 Restrictions on the City. The City agrees that it will not mortgage, sell,
encumber, assign, transfer or convey its interest in the Property or any portion thereof during the
Term without the prior written consent of the Partnership, which shall not be unreasonably
withheld, delayed, or conditioned.

ARTICLE 5.
DEFAULT

Section 5.1  Event of Default. Each of the following shall constitute a “Default” by a

Party:

@) Breach of Covenants. Failure by a Party to duly perform, comply with, or
observe any of the conditions, terms, or covenants of this Agreement, the Lease Agreement, the
Operating Subsidy Agreement or the Tenant Services Subsidy Agreement and such failure
having continued uncured for sixty (60) days after receipt of written notice thereof from the non-
defaulting Party to the defaulting Party, or if the breach cannot be cured within sixty (60) days,
the defaulting Party shall not be in breach so long as the defaulting Party is diligently
undertaking to cure such breach to the reasonable satisfaction of the non-defaulting Party.

(b) City’s Remedies. On the occurrence of any Default by the Partnership
that extends beyond the applicable notice and cure periods set forth herein, the Limited Partner
shall propose a replacement general partner of the Partnership (subject to the reasonable approval
of the City). In the event that the Limited Partner fails to propose an acceptable replacement
general partner of the Partnership, the City shall be entitled to: (A) select a replacement general
partner to the partnership (subject to the reasonable approval of the Limited Partner); or (B) any
remedy available under applicable law (other than termination of the Sublease), including:

(i) specific performance; or (ii) recovering money damages. In addition, to the extent applicable,
the City shall specifically be entitled to the remedies set forth in California Civil Code

Sections 1951.2 and 1951.4, each of which are hereby incorporated into this Sublease by this
reference. Notwithstanding any other provision in this Sublease, in no event shall the City have
the right to terminate this Sublease.
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Section 5.2  Waiver. The waiver by the Partnership of any breach by the City, and the
waiver by the City of any breach by the Partnership, of any term, covenant or condition hereof
shall not operate as a waiver of any subsequent breach of the same or any other term, covenant or
condition hereof.

ARTICLE 6.
MISCELLANEOUS

Section 6.1  Notices, Demands and Communications. Formal notices, demands, and
communications between the Parties shall be sufficiently given if, and shall not be deemed given
unless, dispatched by registered or certified mail, postage prepaid, return receipt requested, by
reputable overnight delivery service, or delivered personally, to the principal office of the Parties
as follows:

Partnership: 833 Bryant, L.P.
c/o 833 Bryant LLC
1256 Market Street
San Francisco, CA 94102
Attn: Doug Shoemaker
E-mail: dshoemaker@mercyhousing.org

With copies to:  Citibank N.A.
388 Greenwich Street, 6" Floor
New York, NY 10013
Attention: Mark Sherman

Nixon Peabody LLP

779 9" Street, NW, Suite 500
Washington, DC 20001-4501
Attention: Matthew W. Mullen

City: City and County of San Francisco
Department of Homelessness and Supportive Housing
440 Turk Street
San Francisco, California 94102
Attn: Director

with copy to: San Francisco Homes for the Homeless No. 1 LLC
c/o The San Francisco Housing Accelerator Fund
25 Taylor Street
San Francisco, CA 94102
Attn: Rebecca Foster
E-mail: rebecca@sfhaf.org

Such written notices, demands and communications may be sent in the same manner to such
other addresses as the affected Party may from time to time designate by mail as provided in this
Section.
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Section 6.2  Binding Effect. Subject to the limitations set forth above, this Sublease
shall inure to the benefit of and shall be binding upon the Partnership, the City and their
respective successors and assigns.

Section 6.3  Time of the Essence. In all matters under this Agreement, the Parties
agree that time is of the essence, but subject to all express extension, and notice and cure rights
in this Agreement.

Section 6.4  Interpretation. Where the context requires herein, the singular shall be
construed as the plural, and neuter pronouns shall be construed as masculine and feminine
pronouns, and vice versa. References in this Agreement to days shall be to calendar days. If the
last day of any period to give or reply to a notice, meet a deadline or undertake any other action
occurs on a day that is not a day of the week on which the City and County of San Francisco is
open to the public for carrying on substantially all business functions (a “Business Day”), then
the last day for giving or replying to such notice, meeting such deadline or undertaking any such
other action shall be the next succeeding Business Day. In no event shall a Saturday or Sunday
be considered a Business Day. The use in this Agreement of the words “including”, “such as” or
words of similar import when used with reference to any general term, statement or matter shall
not be construed to limit such statement, term or matter to the specific statements, terms or
matters, unless language of limitation, such as “and limited to” or words of similar import are
used with reference thereto.

Section 6.5  Severability. In the event that any provision of this Sublease shall be held
invalid or unenforceable by any court of competent jurisdiction, such holding shall not invalidate
or render unenforceable any other provision hereof.

Section 6.6  Amendments, Changes and Modifications. This Sublease may be
amended, changed, modified, altered or terminated only in writing by the Parties. Whenever this
Sublease requires or permits City’s consent or approval, the Director of Property or his or her
designee will be authorized to provide the consent or approval, except as otherwise provided by
applicable Legal Requirements, including the Charter. Any amendments or modifications to this
Sublease, including amendments to or modifications to the exhibits to this Sublease, are subject
to the mutual written agreement of City and Partnership, and City’s agreement may be made
upon the sole approval of the Director of Property, or his or her designee; provided, however,

(a) changing the legal description of the Property, (b) increasing the Term, (c) increasing the
Rent, (d) changing the general use of the Premises from the use authorized under this Sublease,
and (e) any other amendment or modification that materially increases City’s liabilities or
financial obligations under this Sublease may also require the approval of City’s Board of
Supervisors.

Section 6.7  Applicable Law; Venue. This Sublease shall be governed by and
construed in accordance with the laws of the State of California. In the event any legal action is
commenced to interpret or to enforce the terms of this Agreement or to collect damages as a
result of any breach thereof, the venue for such action shall be the Superior Court of the City and
County of San Francisco.

16

4165-4490-9857.10



Section 6.8  Captions. The captions or headings in this Sublease are for convenience
only and in no way define, limit or describe the scope or intent of any provisions or sections of
this Sublease.

Section 6.9  Landowner and Limited Partner as Third-Party Beneficiaries. The
Landowner is an express third-party beneficiary of this Sublease, with a direct right of
enforcement against the Parties.

Notwithstanding anything to the contrary set forth elsewhere in this Sublease, the Limited
Partner shall be deemed a third-party beneficiary of the provisions of this Sublease that reference
the Limited Partner, and the Limited Partner shall have rights to enforce such terms (as
applicable). The foregoing rights of the Limited Partner to be a third-party beneficiary under this
Sublease shall be the only rights (express or implied) of the Limited Partner, to be a third-party
beneficiary under this Sublease and all such rights shall cease if the Limited Partner is no longer
a partner in the Partnership.

Other than the Landowner and the Limited Partner, no other party is, or may be
considered, a third-party beneficiary of this Sublease.

Section 6.10 Incorporation of Recitals and Exhibits. All recitals set forth above, and all
exhibits attached to this Sublease, are incorporated herein by this reference.

Section 6.11 No Merger. If both the Partnership’s and the City’s estate under this or
any other lease relating to the Property or any portion thereof shall at any time for any reason
become vested in one owner, this Sublease and the estate created hereby shall not be destroyed
or terminated by the doctrine of merger unless the City so elects as evidenced by recording a
written declaration so stating, and, unless and until the City so elects, the City shall continue to
have and enjoy all of its rights and privileges as to the separate estates. The City hereby
covenants not to permit or consent to any such merger as long as any Bonds are outstanding.

Section 6.12 Complete Understanding of the Parties. This Sublease, in conjunction
with the Lease, constitutes the entire understanding and agreement of the Parties with respect to
the matters set forth in this Sublease, and this Sublease supersedes all prior negotiations,
discussions, undertakings, or agreements between the Parties. This Sublease shall not be
construed as if it had been prepared by one of the Parties, but rather as if all of the Parties had
prepared it. The Parties to this Sublease have read and reviewed this Sublease and agree that any
rule of construction to the effect that ambiguities are to be resolved against the drafting party
shall not apply to the interpretation of this Sublease (including but not limited to Civil Code
Section 1654 as may be amended from time to time).

Section 6.13 Parties Not Co-Venturers. Nothing in this Agreement is intended to or
does establish the Parties as partners, co-venturers, or principal and agent with one another.

Section 6.14 Counterparts; Multiple Originals. This Sublease may be simultaneously
executed in counterparts and multiple originals, each of which shall be an original and all of
which shall constitute but one and the same instrument.

17
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Section 6.15 Parties and their Agents; Approvals. The words “City” and “Partnership
include the plural as well as the singular. If there is more than one entity that comprises
Partnership, Partnership’s obligations and liabilities under this Sublease are joint and several.
The term “Limited Partner” shall mean Citibank, N.A. or any successor limited partner of the
Partnership. The term “Agents” when used with respect to either party includes the agents,
employees, officers, contractors, and representatives of the party, and the term “Invitees” when
used with respect to Partnership includes the clients, customers, invitees, guests, licensees,
assignees, or subtenants of Partnership. All approvals, consents, or other determinations
permitted or required by City will be made by or through City’s Director of Property unless
otherwise provided in this Sublease, subject to applicable Legal Requirements.

Remainder of Page Left Intentionally Blank
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IN WITNESS WHEREOF, the City and the Partnership have executed this Sublease as of
the Effective Date.

CITY:

CITY AND COUNTY OF SAN
FRANCISCO

By:

Andrico Q. Penick
Director of Property

By:

Abigail Stewart-Kahn, Acting Director
of the Department of Homelessness and
Supportive Housing

APPROVED AS TO FORM:

DENNIS J. HERRERA, City Attorney

By:

Keith Nagayama, Deputy City Attorney

Signatures Continue on the Following Page
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PARTNERSHIP:

833 BRYANT, L.P., a California limited
partnership

By: 833 Bryant LLC, a California limited
liability company, its general partner

By: Mercy Housing Calwest, a
California nonprofit public benefit
corporation, its sole
member/manager

By:

Name:

Its:
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A notary public or other officer completing this certificate verifies only the
identity of the individual who signed the document to which this certificate is
attached, and not the truthfulness, accuracy, or validity of that document.

ACKNOWLEDGMENT
STATE OF CALIFORNIA )
COUNTY OF g
On , before me, , Notary Public,
personally appeared , who proved to me on the

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

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

WITNESS my hand and official seal.

Name:
Notary Public
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EXHIBIT A

LEGAL DESCRIPTION OF THE LAND
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EXHIBIT B

LAWS APPLICABLE TO THE PROPERTY AND THE PROJECT

B-1
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NRF DRAFT
6/5/20

BOND PURCHASE AGREEMENT

$
California Housing Finance Agency
Revenue Bonds
(San Francisco Supportive Housing — 833 Bryant Apartments)
2020 Issue N — Social Bonds

July 2020

California Housing Finance Agency
Financing Division, MS 940

500 Capitol Mall, Suite 1400
Sacramento, California 95814

Office of the Treasurer of the State of California
Public Finance Division

915 Capitol Mall, Room 261

Sacramento, CA 95814

833 Bryant, L.P.

c/o Mercy Housing California
1256 Market Street

San Francisco, California 94102
Attention: Sharon Christen

Ladies and Gentlemen:

Citigroup Global Markets Inc., as underwriter (the “Underwriter”) offers to enter into this
agreement (this “Bond Purchase Agreement”) with the California Housing Finance Agency (the
“Issuer”), the Honorable Fiona Ma, Treasurer of the State of California (the “Treasurer”), solely
in her capacity as agent for sale for the California Housing Finance Agency and 833 Bryant, L.P.,
a California limited partnership (the “Borrower”), which, upon acceptance of this offer and receipt
by the Issuer, the Treasurer, the Borrower and the Underwriter of the Letter of Representations of
the City and County of San Francisco, California (the “City”) in the form attached hereto as Exhibit
H (the “Letter”) and hereby incorporated herein by reference, will be binding upon the Issuer, the
Treasurer, the Borrower and the Underwriter. This offer is made subject to the Issuer’s, the
Treasurer’s and the Borrower’s acceptance on or before 5:00 p.m., Pacific time, as of the date set
forth above. If this offer is not timely accepted, it will thereafter be subject to withdrawal by the
Underwriter upon written notice delivered to the Issuer and the Borrower at any time prior to the
acceptance hereof by the Issuer and the Borrower.

Capitalized terms not otherwise defined herein shall have the meanings set forth in the
Indenture (as hereinafter defined) or, if not defined in the Indenture, in the Official Statement (as
hereinafter defined).
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For purposes of this Bond Purchase Agreement (a) the term “Issuer Documents” means the
Indenture, the Loan Agreement, the Regulatory Agreement, the Assignment of Security
Agreement (Bond Deed of Trust), the Tax Certificate and this Bond Purchase Agreement, (b) the
term “Borrower Documents” means the Bond Promissory Note, the Loan Agreement, the Lease
Agreement, the Sublease Agreement, the Ground Lease, the Regulatory Agreement, the Borrower
Continuing Disclosure Agreement, the Tax Certificate, this Bond Purchase Agreement, the First
Leasehold Deed of Trust, Assignment of Rents, Security Agreement and Fixture Filing
(“Leasehold Deed of Trust”) made by the Borrower in favor of the Issuer and assigned to the
Trustee, and any other document executed by the Borrower relating to the Bonds (defined below),
(c) the term “Trustee Documents” means the Indenture, and the Regulatory Agreement, and (d)
the term “Financing Documents” means, collectively (but without duplication), the Issuer
Documents, the Borrower Documents, and the Trustee Documents.

Section 1. Purchase and Sale of the Bonds.

Upon the terms and conditions and upon the basis of the representations and warranties
herein set forth and in the Letter, the Underwriter hereby agrees to purchase from the Treasurer,
on behalf of the Issuer, and the Treasurer, on behalf of the Issuer, hereby agrees to sell to the
Underwriter, all but not less than all of the Issuer’s $ Revenue Bonds (San Francisco
Supportive Housing — 833 Bryant Apartments) 2020 Issue N — Social Bonds (the “Bonds”) at a
purchase price equal to 100% of the principal amount thereof [plus accrued interest in the amount
of $ ]. The Issuer will deliver the Bonds to the order of the Underwriter (with CUSIP
numbers printed thereon) against payment of the purchase price therefor in immediately available
funds at 8:30 a.m., Pacific time, on the “Closing Date” as defined herein. The Bonds will mature
on the date and will bear interest at the rate set forth on Schedule I attached hereto.

The Borrower agrees to pay to the Underwriter on the Closing Date, as compensation for
services of the Underwriter hereunder, a fee equal to $ , plus $ for certain fees
and expenses (the “Underwriter’s Fee”).

Inasmuch as this purchase and sale represents a negotiated transaction, the Issuer and the
Borrower acknowledge and agree that: (i) the transaction contemplated by this Bond Purchase
Agreement is an arm’s length, commercial transaction among the Issuer, the Borrower, and the
Underwriter in which the Underwriter is acting solely as a principal and is not acting as a municipal
advisor, financial advisor, agent or fiduciary to the Issuer or the Borrower; (ii) the Underwriter has
not assumed any advisory or fiduciary responsibility to the Issuer or the Borrower with respect to
the transaction contemplated hereby and the discussions, undertakings and procedures leading
thereto (irrespective of whether the Underwriter has provided other services or is currently
providing other services to the Issuer or the Borrower on other matters); (iii) the Underwriter is
acting solely in its capacity as an underwriter for its own account; (iv) the only obligations the
Underwriter has to the Issuer or the Borrower with respect to the transaction contemplated hereby
are expressly set forth in this Bond Purchase Agreement; and (v) the Issuer and the Borrower have
each consulted their own legal, accounting, tax, financial and other advisors, as applicable, to the
extent they have deemed appropriate. The parties acknowledge that the structure, terms and timing
of the transaction have been determined by the Underwriter and the Borrower and presented to the
Issuer for approval.
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The Bonds shall be issued under the provisions of the Zenovich-Moscone-Chacon Housing
and Home Finance Act (constituting Parts 1 through 4 of Division 31 of the Health and Safety
Code of the State), as amended (the “Act”) and in accordance with the resolution approved by the
Board of Directors of the Issuer, on March 17, 2020 (the “Bond Resolution”). The Bonds shall be
issued pursuant to the terms of the Indenture of Trust (the “Indenture”) dated as of July 1, 2020,
between the Issuer and U.S. Bank National Association, as trustee (the “Trustee”). The Bonds are
being issued by the Issuer to: (i) make a loan to the Borrower to finance and/or refinance a portion
of the acquisition, construction and equipping of a 145 unit multifamily residential rental
supportive affordable housing project located in the City and known as 833 Bryant Apartments
(the “Project”), (ii) fund capitalized interest on the Bonds through the Lease Delivery Deadline,
and (iii) pay costs of issuing the Bonds.

From the Closing Date to the Lease Delivery Deadline the Bonds will initially be secured
by capitalized interest and an irrevocable standby letter of credit (the “Letter of Credit”), by
Citibank, N.A. in connection with the Bonds. The Bonds are further secured during the
construction period for the Project and thereafter while the Bonds are outstanding by a Leasehold
Deed of Trust made by the Borrower in favor of the Issuer and assigned to the Trustee.

Principal and interest will initially be paid from funds (including accrued interest, if any)
on deposit in the Capitalized Interest Account under the Indenture until thirty (30) days following
the Lease Delivery Deadline (i.e. September 1, 2022), unless such deadline is extended in
accordance with the Indenture, at which time payments in an amount equal to the principal of and
interest on the Bonds will be paid primarily from loan payments under the Loan Agreement, dated
July 1, 2020 (the “Loan Agreement”), by and between the Issuer and the Borrower, on each Bond
Payment Date.

In fulfillment of its obligations under the Loan Agreement, the Borrower will assign to the
Trustee all its right title and interest in and to the Lease Agreement between the City and the
Borrower (the “Lease Agreement”) to be executed and delivered by the City and the Borrower on
or before the Lease Delivery Deadline. The City will be required under the Lease Agreement to
make Rent Payments each year from any source of legally available funds, in an amount sufficient
to pay the annual principal of and interest on the Bonds on each Bond Payment Date.

It shall be a condition (a) to the obligations of the Issuer to sell and deliver the Bonds to
the Underwriter, and (b) to the obligations of the Underwriter with respect to the Bonds, to
purchase and accept delivery of and to pay for the Bonds, that the entire aggregate principal amount
of the Bonds to be sold and delivered by the Treasurer, on behalf of the Issuer in accordance with
this Section 1 shall be sold and delivered simultaneously by the Treasurer, on behalf of the Issuer
and be purchased, accepted and paid for simultaneously by the Underwriter.

THE BONDS ARE LIMITED OBLIGATIONS OF THE ISSUER, PAYABLE SOLELY
FROM THE TRUST ESTATE UNDER THE INDENTURE. NONE OF THE ISSUER, THE
STATE, OR ANY POLITICAL SUBDIVISION THEREOF (EXCEPT THE ISSUER, TO THE
LIMITED EXTENT SET FORTH IN THE INDENTURE) NOR ANY PUBLIC AGENCY
SHALL IN ANY EVENT BE LIABLE FOR THE PAYMENT OF THE PRINCIPAL OF,
PREMIUM (IF ANY) OR INTEREST ON THE BONDS OR FOR THE PERFORMANCE OF
ANY PLEDGE, OBLIGATION OR AGREEMENT OF ANY KIND WHATSOEVER EXCEPT
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AS SET FORTH IN THE INDENTURE, AND NONE OF THE BONDS OR ANY OF THE
ISSUER’S AGREEMENTS OR OBLIGATIONS SHALL BE CONSTRUED TO CONSTITUTE
AN INDEBTEDNESS OF OR A PLEDGE OF THE FAITH AND CREDIT OF OR A LOAN OF
THE CREDIT OF OR A MORAL OBLIGATION OF ANY OF THE FOREGOING WITHIN
THE MEANING OF ANY CONSTITUTIONAL OR STATUTORY PROVISION
WHATSOEVER. THE ISSUER HAS NO TAXING POWER.

On or before the Closing Date, the Issuer and the Borrower shall have delivered to the
Underwriter the Official Statement, completed with the information permitted to be omitted from
the Preliminary Official Statement, dated _, 2020 (the “Preliminary Official Statement”)
by Rule 15¢2-12 (the “Rule”) under the Securities Exchange Act of 1934, as amended, and such
other amendments and supplements as shall have been approved by the Issuer, the Underwriter,
the City and the Borrower.

The Issuer and the Borrower hereby represent and warrant that the Preliminary Official
Statement was deemed final by the Issuer and the Borrower as of its date and the Preliminary
Official Statement was deemed final by the City as of its date, except for the omission of such
information which is dependent upon the final pricing of the Bonds for completion, all as permitted
to be excluded by the Rule. Each of the Issuer, the Borrower and the City have executed and
delivered to the Underwriter their certificate in the respective form attached hereto as Exhibit F to
evidence the foregoing.

The Underwriter acknowledges that the Issuer and the Borrower have not authorized or
consented to (i) the sale of Bonds to any purchaser in connection with the initial public offering of
the Bonds unless a copy of the Official Statement relating to the Bonds (the “Official Statement”)
is delivered to such purchaser not later than the settlement of such transaction, (ii) making any
representations or providing any information to prospective purchasers of the Bonds in connection
with the initial public offering and sale of the Bonds other than the information set forth in the
Official Statement and any amendment thereto approved in writing by the Issuer and the Borrower,
or (iii) any actions in connection with the public offering and sale of the Bonds in violation of
applicable requirements of federal and state securities laws and any applicable requirements of the
Municipal Securities Rulemaking Board and the Financial Industry Regulatory Authority.

Section 2. Representations and Warranties and Agreements.

The Issuer represents, warrants to, and covenants and agrees with, the Underwriter and the
Borrower that:

@ The Issuer has not participated in the preparation of the Preliminary Official
Statement or the Official Statement and makes no representations with respect thereto except as
expressly set forth in the following sentence, and assumes no responsibility with respect to the
sufficiency, accuracy, or completeness of any of the information contained in the Preliminary
Official Statement or the Official Statement or any other document used in connection with the
offer and sale of the Bonds. The Underwriter acknowledges that the Issuer has made no
independent investigation and has furnished no information contained in the Preliminary Official
Statement or the Official Statement, except the information contained under the captions
“INTRODUCTION - The Issuer” and “NO LITIGATION - The Issuer” (together, the “Issuer
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Information”). The Issuer Information in the Preliminary Official Statement, as of its date, and in
the Official Statement, as of its date, does not contain any untrue statement of a material fact and
does not omit to state a material fact necessary in order to make the statements made therein, in
light of the circumstances under which they were made, not misleading.

(b) To the best knowledge of the Issuer, the Issuer has received no notice of action,
suit, proceeding, inquiry or investigation, at law or in equity, before or by any court, governmental
agency, public board or body, pending or to the best of the Issuer’s knowledge threatened against
the Issuer in any way:

Q) Affecting the organization of the Issuer, or the legal or corporate existence
of the Issuer, or the title of the members of the Issuer to their respective offices, or any
powers of the Issuer under the Constitution or the laws of the State of California (the
“State”) pursuant to which the Issuer was created;

(i) Seeking to prohibit, restrain or enjoin the issuance, sale or delivery of the
Bonds or the collection of revenues from the Borrower derived from payments under the
Loan Agreement, or the pledge thereof;

(iii)  Contesting or affecting the validity or enforceability of the Bonds or the
Issuer Documents;

(iv)  Contesting the power of the Issuer to enter into, execute and deliver the
Issuer Documents or to consummate the transactions contemplated by such documents and
the Preliminary Official Statement and the Official Statement;

(v) Contesting in any way the completeness or accuracy of the Preliminary
Official Statement and the Official Statement or any amendment or supplement thereto
(nor to the actual knowledge of the Issuer, is there any basis therefor); or

(vi)  Wherein an unfavorable decision, ruling or finding would materially
adversely affect the validity or enforceability of the Issuer Documents, the financial
position or condition of the Issuer or the exclusion from gross income for federal income
tax purposes of the interest on the Bonds.

(c) The Issuer is a public instrumentality and political subdivision of the State,
established by and acting pursuant to the Act, and has, and at the Closing Date will have, full legal
right, power and authority under the Constitution and the laws of the State: (i) to enter into the
Issuer Documents; (ii) to adopt the Bond Resolution; (iii) to issue the Bonds pursuant to the
Indenture and as provided herein; (iv) to pledge and assign the revenue, other money, securities,
funds, accounts, guarantees, insurance, and other items pledged under the terms of the Indenture,
as provision of and security for the payment of the principal of and interest on the Bonds, and to
similarly pledge all money, securities and earnings held in the funds and accounts held under the
Indenture, all in the manner described in the Indenture and the Loan Agreement; and (v) to carry
out, give effect to and consummate all the other transactions contemplated by the Issuer
Documents, the Preliminary Official Statement and the Official Statement.
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(d) The Issuer has duly and validly adopted the Bond Resolution, has duly authorized
and approved the execution and delivery of the Bonds, the Issuer Documents, the Preliminary
Official Statement and the Official Statement, and has duly authorized and approved the
performance by the Issuer of its obligations contained in, and the taking of any and all action as
may be necessary to carry out, give effect to and consummate the transactions contemplated by,
each of those documents, and at the Closing Date, the Bonds and the Issuer Documents will
constitute the valid, legal and binding obligations of the Issuer (assuming due authorization,
execution and delivery by the other parties thereto, where necessary) in accordance with their
respective terms and the Bond Resolution and will be in full force and effect.

(e) The Issuer’s execution and delivery of the Bonds and the Issuer Documents, the
Issuer’s consummation of the transactions contemplated by such documents, and the Issuer’s
fulfillment of or compliance with the terms, conditions or provisions thereof will not conflict with,
violate or result in the breach of any of the terms, conditions or provisions of any constitutional
provision or statute of the State or of any agreement, instrument, statute, governmental rule or
regulation, law and order, judgment or decree to which the Issuer is now a party or by which it is
bound, and will not constitute a default under any of the foregoing which has not been waived or
consented to in writing by the appropriate party or parties, and will not result in the creation or
imposition of any lien, charge, security interest or encumbrance of any nature upon any property
or assets of the Issuer prohibited under the terms of any such agreement, instrument, statute,
governmental rule or regulation, court order, judgment or decree.

()] The issuance of the Bonds and the use of Bond proceeds in the manner described
in the Preliminary Official Statement and the Official Statement, and the Issuer Documents do not
constitute a loan of money in a manner prohibited by the Constitution of the State.

(9) Upon delivery of the Bonds, the Issuer will have good right, full power and lawful
authority to pledge and assign the Trust Estate described in the Indenture to the Trustee as provided
in the Indenture.

(h) On the Closing Date, each of the representations and warranties of the Issuer
contained herein and in the Issuer Documents shall be true, correct and complete.

Q) To the best knowledge of the Issuer, except as may be required under Blue Sky or
other securities laws of any state and for filings to be made with the Internal Revenue Service on
Form 8038, all approvals, consents, authorization, elections and orders of or filings or registrations
with any governmental authority, board, agency or issuer having jurisdiction which would
constitute a condition precedent to, or the absence of which would materially adversely affect, the
performance by the Issuer of its obligations hereunder or under the Bonds or any of the Issuer
Documents have been obtained and are in full force and effect.

() The Issuer will furnish such information, execute such instruments and take such
other action in cooperation with the Underwriter as the Underwriter may reasonably request to
qualify the Bonds for offer and sale under the “blue sky” or other securities laws and regulations
of such states and other jurisdictions of the United States as the Underwriter may designate,
provided that in connection therewith the Issuer shall not be required to file a general consent to
service of process in any jurisdiction.
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(k) Any certificate signed by an Authorized Official or other authorized officer of the
Issuer shall be deemed a representation and warranty by the Issuer to the Underwriter as to the
statements made therein.

() The Issuer will apply the proceeds of the Bonds in accordance with the Indenture.

The execution and delivery of this Bond Purchase Agreement by the Issuer shall constitute
a representation to the Underwriter that the representations and warranties contained in this Section
are true as of the date hereof.

Section 3. Representations, Warranties and Agreements of the Borrower.

The Borrower, as to itself and the Project, represents, warrants and agrees with the
Underwriter and the Issuer as follows:

@ The Borrower is duly organized and existing as a limited partnership under the laws
of the State, has full legal right, power and authority to own its properties and to conduct its
business as described in the Official Statement and to enter into and to carry out and consummate
the transactions contemplated by the Borrower Documents and the Official Statement, and is duly
qualified to do such business and is in good standing wherever such qualification and/or standing
are required, including the State.

(b) By all necessary action, the Borrower has duly authorized and approved the
execution and delivery of the Borrower Documents, and the performance by the Borrower of the
obligations in connection with the issuance of the Bonds on its part contained in the Borrower
Documents and the consummation by it of all other transactions contemplated by the Indenture,
the Official Statement and the Borrower Documents in connection with the issuance of the Bonds.

(c) On the Closing Date, the Borrower Documents will constitute the valid, legal and
binding obligations of the Borrower (assuming due authorization, execution and delivery by the
respective other parties thereto, where necessary), enforceable in accordance with their respective
terms, except as enforcement may be limited by bankruptcy, insolvency, reorganization,
moratorium and other similar laws of general applicability affecting the enforcement of creditors’
rights and to general principles of equity, regardless of whether such enforceability is considered
in equity or in law.

(d) Between the date of this Bond Purchase Agreement and the date which is 25 days
after the Closing Date, the Borrower shall promptly notify the Underwriter of the institution of any
action, suit, proceeding, inquiry or investigation, of which it becomes aware, seeking to prohibit,
restrain or otherwise restrict the issuance of the Bonds, the execution, delivery and performance
by the Borrower of the Borrower Documents or the use of the Official Statement in connection
with the offering, sale or distribution of the Bonds.

(e As of the date hereof and on the Closing Date (and with respect to the Preliminary
Official Statement, as of its date), the information contained in the Preliminary Official Statement
and the Official Statement does not contain any untrue statement of a material fact and does not
omit to state a material fact necessary in order to make the statements made therein, in light of the
circumstances under which they were made, not misleading.
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()] If between the date of this Bond Purchase Agreement and the date which is 25 days
after the Closing Date an event occurs, that is known to the Borrower that would cause the
Preliminary Official Statement, the Official Statement and any amendments or supplements
thereto to contain an untrue statement of a material fact or omit to state a material fact necessary
in order to make the statements therein, in light of the circumstances under which they were made,
not misleading, the Borrower shall promptly notify the Underwriter, and, if in the opinion of the
Underwriter such event requires an amendment of or supplement to the Official Statement, the
Borrower, at the expense of the Borrower, will assist with the amendment or supplement of the
Official Statement in a form and manner approved by the Issuer, the Borrower, the City and the
Underwriter; provided, however, if such event shall occur on or prior to the Closing Date, the
Underwriter, in its sole discretion, shall have the right to terminate its obligations hereunder by
written notice to the Issuer, the Treasurer, the City and the Borrower, and the Underwriter shall
have no obligation to purchase and pay for the Bonds.

(9) After due and diligent inquiry, as of the date hereof, the Borrower is not in any
material respect in violation of, breach of or default under any applicable constitutional provision
or law of the State or of the United States, or any order, rule or regulation of any court or
governmental agency or body having jurisdiction over the Borrower or any of its activities,
properties or assets, or any indenture, mortgage, deed of trust, resolution, note, agreement
(including, without limitation, the Borrower Documents) or instrument to which the Borrower is a
party or by which the Borrower or any of its property or assets is bound, which violation or breach
of or default would have a material adverse effect upon the transactions contemplated by this Bond
Purchase Agreement, and no event has occurred and is continuing which with the passage of time
or the giving of notice, or both, would constitute such a default or event of default under any such
instruments; and the execution and delivery of the Borrower Documents, and compliance with the
provisions on the Borrower’s part contained therein, do not and will not conflict with or constitute
on the part of the Borrower a violation or breach of or default under any constitutional provision
or law of the State or of the United States, or any order, rule or regulation of any court or
governmental agency or body having jurisdiction over the Borrower or any of its activities,
properties or assets, or any indenture, mortgage, deed of trust, resolution, note, agreement
(including, without limitation, the Borrower Documents) or instrument to which the Borrower is a
party or by which the Borrower or any of its property or assets is bound which breach or default
would have a material adverse effect upon the transactions contemplated by this Bond Purchase
Agreement, nor will any such execution, delivery or compliance result in the creation or imposition
of any lien, charge or other security interest or encumbrance of any nature whatsoever upon any
of the property or assets of the Borrower or under the terms of any such law, regulation or
instrument, except as provided by the Bonds or the Borrower Documents provided, however, that
the Borrower makes no representation or warranty with respect to compliance with applicable state
securities or Blue Sky laws or the registration of the Bonds under the Securities Act of 1933, as
amended, or the qualification of the Indenture under the Trust Indenture Act of 1939, as amended.

(h) All consents, approvals, authorizations, and orders of or filings or registrations with
any governmental authority, board, agency or commission of the State or of the United States
having jurisdiction required in connection with, or the absence of which would materially
adversely affect, the execution and delivery by the Borrower of the Borrower Documents or the
performance by the Borrower of its obligations thereunder have been or will be obtained prior to
the Closing Date and are or will be in full force and effect prior to the Closing Date; provided,
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however, that the Borrower makes no representation or warranty with respect to compliance with
applicable state securities or Blue Sky laws or the registration of the Bonds under the Securities
Act of 1933, as amended, or the qualification of the Indenture under the Trust Indenture Act of
1939, as amended.

Q) As of the date hereof, there is no action, suit, proceeding, inquiry or investigation,
at law or in equity, before or by any judicial or administrative court or governmental agency or
body, state, federal or other, pending or, to the best knowledge of the Borrower, threatened against
the Borrower, affecting the existence of the Borrower, involving the Project or seeking to restrain
or enjoin the issuance, sale, execution or delivery of the Bonds or the financing of the Project, or
in any way contesting or affecting as to the Borrower, the Bonds, any Borrower Document or the
execution and delivery or adoption by the Borrower of any Borrower Document, or any
proceedings of the Borrower taken with respect to the sale, execution or delivery thereof, or the
application of any moneys or security provided for the payment of the Bonds, or in any way
contesting or challenging the completeness or accuracy of the Preliminary Official Statement or
the Official Statement or any supplement or amendment thereto, or the powers of the Borrower or
its authority with respect to the Borrower Documents or the consummation of the transactions
contemplated hereby or thereby, or challenging the exclusion of interest on the Bonds from gross
income for federal income tax purposes; nor, to the best knowledge of the Borrower, is there any
basis for any such action, suit, proceeding, inquiry or investigation, wherein an unfavorable
decision, ruling or finding would materially adversely affect the Borrower’s financial condition or
operations or the validity of the authorization, execution, delivery or performance by the Borrower
of any Borrower Document.

() The Borrower will furnish such information, execute such instruments and take
such other action in cooperation with the Underwriter as the Underwriter may reasonably request
in order (i) to qualify the Bonds for offer and sale under the Blue Sky or other securities laws and
regulations of such states and other jurisdictions of the United States as the Underwriter may
designate and (ii) to determine the eligibility of the Bonds for investment under the laws of such
states and other jurisdictions, and will use its best efforts to continue such qualifications in effect
solely pursuant to direction by the Underwriter so long as required for the distribution of the Bonds;
provided, however, that the Borrower shall not be required to register as a dealer or broker of
securities or execute a general or special consent to service of process or qualify to do business in
any jurisdiction where it is not now so subject.

(k) Any certificate signed by the Borrower and delivered to the Underwriter, or to the
Issuer pursuant to the Indenture or the Borrower Documents shall be deemed a representation and
warranty by the Borrower to the Underwriter, and to the Issuer as to the statements made therein
as of the date thereof.

() The Borrower will not take or omit to take any action, which action or omission in
the opinion of Bond Counsel will adversely affect the exclusion from gross income of interest on
the Bonds for purposes of federal income taxation.

(m)  The Borrower shall honor all other covenants contained in the Borrower
Documents, which agreements are incorporated herein and made a part of this Bond Purchase
Agreement; provided, however, that nothing herein shall be deemed to alter the non-recourse
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nature of any covenants which are, under the terms of the Borrower Documents, without recourse
to the Borrower.

(n) The Borrower has not failed to comply with its obligations under any undertakings
with respect to continuing disclosure requirements designed to comply with the Rule in connection
with any issue of municipal securities issued on its behalf.

The execution and delivery of this Bond Purchase Agreement by the Borrower shall
constitute a representation to the Underwriter and the Issuer that the representations and warranties
contained in this Section are true as of the date hereof.

Section 4. Indemnification.

@) To the fullest extent permitted by law, the Borrower agrees to pay, defend, protect,
indemnify, save and hold harmless:

M the Issuer, the Treasurer and the City and each past, present and future
member, officer, director, official, employee and agent of the Issuer, the Treasurer and the
City and each person, if any, who controls any of the foregoing within the meaning of
Section 15 of the Securities Act of 1933, as amended, or Section 20 of the Securities
Exchange Act of 1934, as amended (collectively, the “Issuer Indemnified Parties”), against
any and all liabilities, losses, damages, costs, expenses (including reasonable attorneys’
fees), causes of action (whether in contract, tort or otherwise), suits, claims, demands and
judgments of any kind, character and nature (collectively referred to herein as the
“Liabilities”) caused by (1) the breach (or alleged breach) by the Borrower of any of its
representations or warranties in this Bond Purchase Agreement or (2) any untrue or
misleading statement or alleged untrue or alleged misleading statement of a material fact
contained in the Preliminary Official Statement or the Official Statement, except, with
respect to the Issuer, for information set forth under the headings “INTRODUCTION -
The Issuer” and “NO LITIGATION - The Issuer,” or caused by any omission or alleged
omission from the Preliminary Official Statement or the Official Statement (except, with
respect to the Issuer, the above-referenced sections of the Preliminary Official Statement
or the Official Statement) of any material fact necessary to be stated therein in order to
make the statements made therein, in light of the circumstances under which they were
made, not misleading, unless caused by the willful misconduct of the party seeking
indemnification; and

(i) the Underwriter and each past, present and future member, officer, director,
official, employee and agent of the Underwriter and each person, if any, who controls any
of the foregoing within the meaning of Section 15 of the Securities Act of 1933, as
amended, or Section 20 of the Securities Exchange Act of 1934, as amended (collectively,
the “Underwriter Indemnified Parties”), against any and all Liabilities caused by (1) the
Borrower’s obligations relating to the Bonds, the Project, the Loan Agreement, the
Indenture, this Bond Purchase Agreement or any document related to the Bonds, the Project
or any transaction agreement, written or oral, pertaining to the foregoing; or (2) any untrue
or misleading statement or alleged untrue or alleged misleading statement of a material fact
contained in the Preliminary Official Statement or the Official Statement of any material

99902292.5 -10 -



fact necessary to be stated therein in order to make the statements made therein, in light of
the circumstances under which they were made, not misleading, unless caused by the gross
negligence or willful misconduct of the party seeking indemnification.

(b) This paragraph shall not apply to the Issuer Indemnified Parties. The Underwriter
Indemnified Parties shall notify the Borrower of the existence of any Liability to which this
indemnification obligation would apply and shall give to the Borrower an opportunity to defend
the same at the Borrower’s expense and with counsel satisfactory to the Underwriter Indemnified
Party, provided that the Underwriter Indemnified Party shall at all times also have the right to fully
participate in the defense. If there may be legal defenses available to the Underwriter Indemnified
Party that are in conflict with those available to the Borrower or if the Borrower shall, after this
notice and within a period of time necessary to preserve any and all defenses to any claim asserted,
fail to assume the defense or to employ counsel for that purpose satisfactory to the Underwriter
Indemnified Party, the Underwriter Indemnified Party shall have the right, but not the obligation,
to undertake the defense of, and to compromise or settle the claim or other matter on behalf of, for
the account of, and at the risk of, the Borrower, provided that any compromise or settlement shall
be entered into only with the consent of the Borrower.

This paragraph shall apply to the Issuer Indemnified Parties. In case any claim shall be
made or action brought against an Issuer Indemnified Party for which indemnity may be sought
against the Borrower, as provided above, the Issuer Indemnified Party shall promptly notify the
Borrower in writing setting forth the particulars of such claim or action and the Borrower shall
assume the defense thereof, including the retaining of counsel acceptable to the Issuer Indemnified
Party and the payment of all expenses. The Issuer Indemnified Party shall have the right to retain
separate counsel in any such action and to participate in the defense thereof but shall bear the fees
and expenses of such counsel unless (i) the Borrower shall have specifically authorized the
retaining of such counsel or (ii) the parties to such suit include the Issuer Indemnified Party, and
the Borrower and the Issuer Indemnified Party have been advised by such counsel that one or more
legal defenses may be available to it or them which may not be available to the Borrower, in which
case the Borrower shall not be entitled to assume the defense of such suit notwithstanding its
obligation to bear the fees and expenses of such counsel.

(c) Except with respect to the Issuer Indemnified Parties, in order to provide for just
and equitable contribution in circumstances in which the indemnity provided for in paragraph (b)
of this Section is for any reason held to be unavailable (other than a holding to the effect that the
specific circumstances are not the subject of the indemnity), the Borrower and the Underwriter
Indemnified Party shall contribute proportionately to the aggregate Liabilities to which the
Borrower and the Underwriter Indemnified Party may be subject, so that the Underwriter
Indemnified Party is responsible for that portion represented by the percentage that the fees paid
by the Borrower to the Underwriter Indemnified Party in connection with the issuance and
administration of the Bonds bear to the aggregate offering price of the Bonds, with the Borrower
responsible for the balance; provided, however, that in no case shall the Underwriter Indemnified
Party be responsible for any amount in excess of the fees paid by the Borrower to the Underwriter
Indemnified Party in connection with the issuance and administration of the Bonds.

(d) The Issuer Indemnified Parties and the Underwriter Indemnified Parties, other than
the Issuer, the Treasurer and the Underwriter, shall be considered to be third party beneficiaries of
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this Bond Purchase Agreement for purposes of this Section. The provisions of this Section will be
in addition to all liability that the Borrower may otherwise have and shall survive any termination
of this Bond Purchase Agreement, the offering and sale of the Bonds and the payment or provisions
for payment of the Bonds.

(e) The indemnification hereunder shall be in addition to, and shall not limit, any
indemnity granted by the Borrower or a guarantor pursuant to the Loan Agreement, the Regulatory
Agreement or any other document.

Section 5. Disclosure Matters.

The Issuer and the Borrower acknowledge that the Underwriter is required to comply with
the requirements of the Rule in connection with the offer and sale of the Bonds and each agrees to
cooperate (at the cost and expense of the Borrower) with the Underwriter so as to enable the
Underwriter to comply with the Rule. To this end:

@) The Borrower has delivered to the Underwriter the Official Statement that the
Borrower deemed final as of its date, except for the omission of no more than the following
information: the offering price(s), interest rate(s), selling compensation, aggregate principal
amount, principal amount per maturity, delivery dates, ratings, and other terms of the Bonds
depending on such matters (collectively, the “Permitted Omissions™).

(b) If, during the period from the date hereof to and including the date as of which the
Official Statement is available to any person from a nationally recognized municipal securities
information repository, but in no case less than 25 days following the Closing Date, any event
occurs as a result of which the Official Statement for the Bonds as then amended or supplemented
might include an untrue statement of material fact, or omit to state any material fact necessary to
make the statements therein, in light of the circumstances under which they were made, not
misleading, the Issuer, if such event relates to the information included in the Official Statement
under the captions “INTRODUCTION - The Issuer” and “NO LITIGATION — The Issuer”
(insofar as such information under such caption pertains to the Issuer), or the Borrower, shall
promptly notify the Underwriter thereof and shall (in either case, at the expense of the Borrower),
upon the request of the Underwriter, prepare and deliver to the Underwriter as many copies of an
amendment or supplement which will correct such statement or omission as the Underwriter may
reasonably request.

(© On or before the date which is five business days after the date hereof (or such
earlier date as is necessary to accompany any confirmation that requests payment for a Bond), the
Issuer agrees to deliver or cause to be delivered to the Underwriter, at the expense of the Borrower,
as many copies of the Official Statement as the Underwriter may reasonably request.

Section 6. Closing.

At 8:30 a.m., Pacific time, on July __, 2020, or at such time on such earlier or later date as
shall be agreed upon in writing by the Issuer, the Treasurer, the Borrower, and the Underwriter
(the “Closing Date”), the Issuer will deliver or cause to be delivered, the Bonds in definitive form,
duly executed and authenticated by the Trustee. Delivery of the Bonds shall be made at the offices
of the Trustee (or such other place upon which the Underwriters and the Issuer mutually agree)
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which shall hold the Bonds as custodian for The Depository Trust Company, 55 Water Street, New
York, New York 10041 (“DTC”) under its “FAST” system. Subject to the terms and conditions
hereof, the Issuer and the Borrower shall deliver at the offices of Orrick, Herrington & Sutcliffe
LLP, San Francisco, California (“Bond Counsel”), the other documents and instruments to be
delivered pursuant to this Bond Purchase Agreement (the “Closing Documents™), and the
Underwriter shall accept delivery of the Bonds and Closing Documents and pay the purchase price
for the Bonds as set forth in Section 1 above by wire transfer, to the Trustee, in immediately
available federal funds. Immediately following such payment and acceptance, the Underwriter
shall receive its fee with respect to the Bonds in the amount set forth in Section 1 above by wire
transfer from the Trustee in immediately available federal funds to the order of the Underwriter,
in such manner as shall be agreed upon by the Borrower and the Underwriter. This delivery and
payment is herein called the “Closing” and the date on which the Closing occurs is herein called
the “Closing Date.” The Bonds shall be prepared and delivered as fully registered Bonds without
coupons in the denominations set forth in the Official Statement or multiples thereof. One fully
registered Bond in the total aggregate principal amount of the Bonds, bearing a proper, duly
assigned CUSIP number, will be issued initially in the name of Cede & Co., as nominee of DTC.

Section 7. Closing Conditions.

The Underwriter has entered into this Bond Purchase Agreement in reliance upon
representations, warranties and agreements of the Issuer and the Borrower contained herein and of
the City contained in the Letter, and in reliance upon the representations, warranties and
agreements to be contained in the documents and instruments to be delivered at the Closing and
upon the performance by the Issuer, the Borrower, and the City of their obligations hereunder and
under the Letter, respectively, both as of the date hereof and as of the Closing Date. Accordingly,
the Underwriter’s obligations under this Bond Purchase Agreement to purchase, to accept delivery
of and to pay for the Bonds shall be subject to the performance by the Issuer and the Borrower of
their obligations to be performed by them hereunder at or prior to the Closing, and to the accuracy
in all material respects of the representations and warranties of the Issuer and of the Borrower
contained herein as of the date hereof and as of the Closing as if made on the Closing Date, and
shall also be subject to the following additional conditions:

@ The representation and warranties of the Issuer and Borrower herein and of the City
in the Letter shall be true, complete and correct on the date hereof and on and as of the Closing
Date, as if made on the Closing Date.

(b) At the time of the Closing, the Bond Resolution shall have been duly approved and
adopted by the Issuer and shall be in full force and effect and each of the Financing Documents
(except the Lease Agreement and the Sublease Agreement) shall have been duly authorized,
executed and delivered, and shall not have been amended, modified or supplemented, except as
may have been agreed to in writing by the Underwriter and there shall have been taken in
connection therewith and in connection with the issuance of the Bonds all such actions as, in the
opinion of Bond Counsel and counsel for the Underwriter, shall be necessary and appropriate in
connection with the transactions contemplated hereby.
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(©) The Underwriter shall have the right to terminate this Bond Purchase Agreement
by notification to the Issuer and the Borrower if, after the execution hereof and prior to the Closing
any of the following events shall occur in the sole and reasonable judgment of the Underwriter:

() an event shall occur which makes untrue or incorrect in any material respect,
as of the time of such event, any statement or information contained in the Official
Statement or which is not reflected in the Official Statement but should be reflected therein
in order to make the statements contained therein in the light of the circumstances under
which they were made not misleading in any material respect and, in either such event, (a)
the Issuer refuses to permit the Official Statement to be supplemented to supply such
statement or information in a manner satisfactory to the Underwriter or (b) the effect of the
Official Statement as so supplemented is, in the judgment of the Underwriter, to materially
adversely affect the market price or marketability of the Bonds or the ability of the
Underwriter to enforce contracts for the sale, at the contemplated offering prices (or yields),
of the Bonds;

(i) legislation shall be introduced in, enacted by, reported out of committee, or
recommended for passage by California, either House of the Congress, or recommended
to the Congress or otherwise endorsed for passage (by press release, other form of notice
or otherwise) by the President of the United States, the Treasury Department of the United
States, the Internal Revenue Service or the Chairman or ranking minority member of the
Committee on Finance of the United States Senate or the Committee on Ways and Means
of the United States House of Representatives, or legislation is proposed for consideration
by either such committee by any member thereof or presented as an option for
consideration by either such committee by the staff or such committee or by the staff of the
Joint Committee on Taxation of the Congress of the United States, or a bill to amend the
Code (which, if enacted, would be effective as of a date prior to the Closing) shall be filed
in either House, or a decision by a court of competent jurisdiction shall be rendered, or a
regulation or filing shall be issued or proposed by or on behalf of the Department of the
Treasury or the Internal Revenue Service of the United States, or other agency of the federal
government, or a release or official statement shall be issued by the President, the
Department of the Treasury or the Internal Revenue Service of the United States, in any
such case with respect to or affecting (directly or indirectly) the federal or state taxation of
interest received on obligations of the general character of the Bonds which, in the
judgment of the Underwriter, materially adversely affects the market price or marketability
of the Bonds or the ability of the Underwriter to enforce contracts for the sale, at the
contemplated offering prices (or yields), of the Bonds;;

(iii)  a stop order, ruling, regulation, proposed regulation or statement by or on
behalf of the Securities and Exchange Commission or any other governmental agency
having jurisdiction of the subject matter shall be issued or made to the effect that the
issuance, offering, sale or distribution of obligations of the general character of the Bonds
(including any related underlying obligations) is in violation or would be in violation of
any provisions of the Securities Act of 1933, as amended, the Securities Exchange Act of
1934, as amended or the Trust Indenture Act of 1939, as amended;
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(iv)  legislation introduced in or enacted (or resolution passed) by the Congress
or an order, decree, or injunction issued by any court of competent jurisdiction, or an order,
ruling, regulation (final, temporary, or proposed), press release or other form of notice
issued or made by or on behalf of the Securities and Exchange Commission, or any other
governmental agency having jurisdiction of the subject matter, to the effect that obligations
of the general character of the Bonds, including any or all underlying arrangements, are
not exempt from registration under or other requirements of the Securities Act of 1933, as
amended (the “Securities Act”), or that the Indenture is not exempt from qualification
under or other requirements of the Trust Indenture Act of 1939, as amended, or that the
issuance, offering, or sale of obligations of the general character of the Bonds, including
any or all underlying arrangements, as contemplated hereby or by the Official Statement
or otherwise, is or would be in violation of the federal securities law as amended and then
in effect;

(v) there shall have occurred (1) any outbreak or escalation of hostilities,
declaration by the United States of a national or international emergency or war, or new
outbreak or escalation of a public health emergency; or (2) any other calamity or crisis in
the financial markets of the United States or elsewhere or escalation thereof; or (3) a
downgrade of the sovereign debt rating of the United States by any major credit rating
agency or payment default on United States Treasury obligations; or (4) a default with
respect to the debt obligations of, or the institution of proceedings under any federal
bankruptcy laws by or against any state of the United States or any city, county or other
political subdivision located in the United States having a population of over 1,000,000,
which, in the judgment of the Underwriter, materially adversely affects the market price or
marketability of the Bonds or the ability of the Underwriter to enforce contracts for the
sale, at the contemplated offering prices (or yields), of the Bonds;

(vi)  there shall have occurred a general suspension of trading, minimum or
maximum prices for trading shall have been fixed and be in force or maximum ranges or
prices for securities shall have been required on the New York Stock Exchange or other
national stock exchange whether by virtue of a determination by that Exchange or by order
of the Securities and Exchange Commission or any other governmental agency having
jurisdiction or any national securities exchange shall have: (i) imposed additional material
restrictions not in force as of the date hereof with respect to trading in securities generally,
or to the Bonds or similar obligations; or (ii) materially increased restrictions now in force
with respect to the extension of credit by or the charge to the net capital requirements of
underwriters or broker-dealers which, in the judgment of the Underwriter, materially
adversely affects the market price or marketability of the Bonds or the ability of the
Underwriter to enforce contracts for the sale, at the contemplated offering prices (or yields),
of the Bonds;

(vii)  ageneral banking moratorium shall have been declared by federal or New
York or California state authorities or a major financial crisis or a material disruption in
commercial banking or securities settlement or clearances services shall have occurred
which, in the judgment of the Underwriter, materially adversely affects the market price or
the marketability for the Bonds or the ability of the Underwriter to enforce contracts for
the sale, at the contemplated offering prices (or yields), of the Bonds;
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(viii) a downgrading or suspension by Moody’s Investors Service, Inc.
(“Moody’s”) of its rating on the Bonds.

(ix)  legislation shall be enacted, or any action shall be taken by the Securities
and Exchange Commission, which, in the reasonable opinion of counsel for the
Underwriter, has or may have the effect of requiring the contemplated distribution of the
Bonds to be registered under the Securities Act of 1933, as amended, or the Indenture to
be qualified as an indenture under the Trust Indenture Act of 1939, as amended;

(x) there shall have occurred, in the reasonable judgment of Underwriter, a
material adverse change in the capital markets which makes the sale or financing
contemplated hereby impossible on the terms, manner and basis contemplated by the Bond
Resolution and mutually agreed to by the Issuer, Underwriter and the Borrower; or

(xi)  there shall have occurred any materially adverse change in the affairs or
financial condition of the Issuer or the Borrower which makes sale of the Bonds impossible
on the terms contemplated by the Bond Resolution and mutually agreed to by the Issuer,
Underwriter and the Borrower.

(d) At or prior to the Closing, the Underwriter shall receive the following documents:
() the Official Statement;

(i) an approving opinion of Bond Counsel addressed to the Issuer and the
Underwriter (or in the case of the Underwriter a reliance letter thereto), dated the Closing
Date substantially in the form attached as Appendix F to the Official Statement;

(iii)  opinions and/or letters, dated the Closing Date and addressed to the
Underwriter and to such other parties as may be appropriate, of

(A)  Orrick, Herrington & Sutcliffe LLP, substantially in the form
attached hereto as Exhibit A;

(B)  Gubb and Barshay LLP, Borrower’s Counsel, substantially in the
form attached hereto as Exhibit B;

(C)  Hawkins Delafield & Wood LLP and Stradling Yocca Carlson and
Rauth, A Professional Corporation, as Co-Disclosure Counsel to the City, in the
form attached hereto as Exhibit C;

(D)  Robinson & Cole LLP, as counsel to Citibank, N.A., related to the
standby letter of credit, in the form attached hereto as Exhibit D; and

(E) Norton Rose Fulbright US LLP, as counsel to the Underwriter, in
form and substance acceptable to the Underwriter.
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(iv)  acertificate, dated the Closing Date and signed on behalf of the Issuer, to
the effect that:

(A)  that to the best knowledge of the Issuer’s signatory, no litigation or
other proceedings are pending or threatened in any court or other tribunal of
competent jurisdiction, state or federal: (a) to restrain or enjoin the execution or
delivery of any of the Bonds or the collection of any of the amounts constituting
the Trust Estate; (b) in any way contesting or affecting the authority for the
execution and delivery of the Bonds or the validity of the Bonds or the Issuer
Documents, or (c) in any way contesting the existence or powers of the Issuer or
the title to office of the officers thereof;

(B) to the best knowledge and belief of the persons signing the
certificate, the sections of the Official Statement under the headings
“INTRODUCTION - The Issuer” and “NO LITIGATION - The Issuer” do not
contain any untrue statement of a material fact or omit to state any material fact
necessary in order to make the statements contained therein, in the light of the
circumstances under which they were made, not misleading; and

(C) that the representations and warranties of the Issuer contained in the
Issuer Documents were, as of the respective dates thereof, and are, on and as of the
date hereof, true and correct in all material respects with the same effect as if made
on the date hereof;

(v) an executed copy of the Tax Certificate or Tax Certificates delivered by the
Issuer and the Borrower, in substance acceptable to Bond Counsel;

(vi) a certificate of the Borrower, dated the Closing Date, to the effect that
(A) each of the representations and warranties set forth in each of the Borrower Documents
(including this Bond Purchase Agreement) is true and correct in all material respects on
the Closing Date with the same effect as if made on the Closing Date, (B) no event has
occurred since the date of the Official Statement to cause the information in the Official
Statement to contain an untrue statement of a material fact, or omit to state any material
fact necessary to make the statements therein, in light of the circumstances under which
they were made, not misleading, and (C) the Borrower has complied with all agreements
and satisfied all the conditions on its part to be performed or satisfied under the Borrower
Documents (except the Lease Agreement and Sublease Agreement) at or prior to the
Closing Date;

(vii) acertificate of the City, dated the Closing Date, to the effect that (A) each
of the representations and warranties set forth in each of the Letter, the Commitment Letter,
the City Continuing Disclosure Certificate, the Lease Agreement and the Sublease
Agreement (collectively, the “City Documents”) is true and correct in all material respects
on the Closing Date with the same effect as if made on the Closing Date, (B) no event has
occurred since the date of the Official Statement to cause the information in Appendix A
to the Official Statement to contain an untrue statement of a material fact, or omit to state
any material fact necessary to make the statements therein, in light of the circumstances
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under which they were made, not misleading, and (C) the City has complied with all
agreements and satisfied all the conditions on its part to be performed or satisfied under
the City Documents (except the Lease Agreement and Sublease Agreement) at or prior to
the Closing Date;

(viii) counterpart originals or certified copies of each of the Financing
Documents; provided, that the Lease Agreement and the Sublease Agreement shall be
substantially in the forms attached to the Bond Resolution to be executed and delivered on
or before the Lease Delivery Deadline;

(ix)  certificate, together with fully executed copies of the Bond Resolution, of
the Secretary of the Board of Directors of the Issuer to the effect that (i) such copies are
true and correct copies of the Bond Resolution; and (ii) that the Bond Resolution was duly
adopted and has not been modified, amended, rescinded or revoked and is in full force and
effect on the Closing Date;

(x) certificate, together with fully executed copies of the City’s commitment
resolution, adopted on | 2020 (the “Commitment Resolution”), by the Board of
Supervisors of the City, of the Secretary to the Board of Supervisors of the City to the
effect that (i) such copies are true and correct copies of the Commitment Resolution; and
(if) that the Commitment Resolution was duly adopted and has not been modified,
amended, rescinded or revoked and is in full force and effect on the Closing Date;

(xi)  written evidence satisfactory to the Underwriter that Moody’s has issued a
rating of “__” for the Bonds, and such rating shall be in effect on the Closing Date;

(xii)  the 15c2-12 Certificates, duly executed by the Issuer, the Borrower and the
City substantially in the forms set forth in Exhibit F hereto;

(xiit) a title insurance policy relating to the Project in form and substance
acceptable to the Underwriter, together with agreed upon endorsements;

(xiv) evidence of required filings with the California Debt and Investment
Advisory Commission;

(xv) a certificate of Trustee, to the effect that: (i) it is a national banking
association duly organized and existing under the laws of the United States; (ii) it has full
corporate trust powers and authority to serve as Trustee under the Indenture; and (iii) it
acknowledges and accepts its obligations under the Indenture and it has duly authorized,
executed and delivered the Indenture and the Regulatory Agreement and that such
acceptance and execution and delivery is in full compliance with, and does not conflict
with, any applicable law or governmental regulation currently in effect, and does not
conflict with or violate any contract to which it is a party or any administrative or judicial
decision by which it is bound;

(xvi) an opinion of counsel to the Trustee, addressed to the Issuer, the Treasurer,
the Borrower and the Underwriter, in form and substance acceptable to the Underwriter;
and
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(xvii) such additional legal opinions, certificates (including any certificates
necessary or desirable in order to establish the exclusion of the interest on the Bonds from
gross income for federal income tax purposes), instruments and other documents as the
Underwriter may reasonably request to evidence the truth and accuracy, as of the Closing
Date, of the Issuer’s, the Borrower’s and the City’s representations herein and in the Letter,
as applicable, and in the Official Statement and the due performance or satisfaction by the
Issuer, the Borrower and the City at or prior to such date of all agreements then to be
performed, and all conditions then to be satisfied by the Issuer, the Borrower and the City,
respectively.

If the obligations of the Underwriter shall be terminated for any reason permitted by this
Bond Purchase Agreement, none of the Underwriter, the Borrower nor the Issuer shall be under
any further obligation hereunder.

Section 8. Expenses.

@) The Underwriter shall be under no obligation to pay, and the Borrower hereby
agrees to pay, any expenses incident to the performance of the Issuer’s obligations hereunder,
including, but not limited to, the costs of printing and mailing the Preliminary Official Statement
and the Official Statement; the fees and expenses of Issuer’s counsel, including Bond Counsel,
and Borrower’s counsel; the fees and expenses of the Trustee and its counsel; the fees and expenses
of the Treasurer and its counsel; and the fees and disbursements of any other experts or consultants
retained by the Issuer, the Treasurer or the Borrower; the fees of rating agencies in connection with
the rating of the Bonds; the Underwriter’s Fee and the fees and expenses of counsel to the
Underwriter; and the fees and expenses of Issuer’s and Borrower’s employees which are directly
related to the offering of the Bonds, including, but not limited to, meals, transportation, and lodging
of those employees; and all other expenses in connection with the public offering and sale of the
Bonds. Notwithstanding the foregoing, the Issuer and the Treasurer shall have no obligation to pay
any fees, expenses or costs associated with or resulting from the issuance and delivery of the
Bonds, other than from the proceeds of the Bonds. The Borrower shall also pay any expenses
(included in the expense component of the Underwriter’s discount) incurred by the Underwriter
which are incidental to implementing this Bond Purchase Agreement and the issuance of the
Bonds, including, but not limited to, meals, transportation and lodging, if any, the fees of Digital
Assurance Certification, L.L.C. for a continuing disclosure undertaking compliance review and
any other miscellaneous closing costs.

(b) The Borrower acknowledges that it has had an opportunity, in consultation with
such advisors as it may deem appropriate, if any, to evaluate and consider the fees and expenses
being incurred in connection with the issuance of the Bonds. The Issuer and the Borrower
acknowledge that the Underwriter’s Fee will pay or reimburse the Underwriter for various
expenses incurred by the Underwriter which are incidental to implementing this Bond Purchase
Agreement and the issuance and purchase of the Bonds. The Underwriter is required to pay fees
to the California Debt and Investment Advisory Commission in connection with the Bond offering.
Notwithstanding that such fees are solely the legal obligation of the Underwriter, the Borrower
agrees to reimburse the Underwriter for such fees.
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Section 9. Notices.

Any notice or other communication to be given to the Issuer, the Treasurer or the Borrower
may be given by mailing the same to each of them at the respective addresses set forth on the cover
hereof, and any notice or other communication to be given to the Underwriter may be given by
mailing the same to Citigroup Global Markets Inc., 1 Sansome Street, 27" Floor, San Francisco,
California 94104; Attention: Debra Saunders, Director.

Section 10.  Parties in Interest.

This Bond Purchase Agreement is made solely for the benefit of the Issuer, the Borrower
and the Underwriter (including any successor or assignees of the Issuer or Underwriter), and,
except as provided in Section 4 hereof, no other party or person shall acquire or have any right
hereunder or by virtue hereof.

Section 11. Amendments.

This Bond Purchase Agreement may not be amended without the written consent of the
Issuer, the Borrower and the Underwriter.

Section 12.  Survival of Representations and Warranties.

The representations and warranties of the Issuer and the Borrower shall not be deemed to
have been discharged, satisfied or otherwise rendered void by reason of the Closing and regardless
of any investigations made by or on behalf of the Underwriter (or statements as to the results of
such investigations) concerning such representations and statements of the Issuer and the Borrower
and regardless of delivery of and payment for the Bonds.

Section 13.  Execution in Counterparts.

This Bond Purchase Agreement may be executed by the parties hereto in separate
counterparts, each of which when so executed and delivered shall be an original, but all such
counterparts shall together constitute but one and the same instrument.

Section 14.  No Prior Agreements.

This Bond Purchase Agreement supersedes and replaces all prior negotiations, agreements
and understandings between the parties hereto in relation to the sale of Bonds for the Issuer and
the Borrower.

Section 15.  Effective Date.

This Bond Purchase Agreement shall become effective and binding upon the respective
parties hereto upon the execution of the acceptance hereof by the Issuer, the Treasurer and the
Borrower and shall be valid and enforceable as of the time of such acceptance.
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Section 16.  Governing Law.

This Bond Purchase Agreement shall be governed by the internal laws of the State without
giving effect to the conflict of law principles of the State and any action arising out of this Bond
Purchase Agreement shall be filed and maintained in courts in the State, unless the Issuer and the
Treasurer waive this requirement in writing.

Section 17.  No Personal Liability of Issuer and the Treasurer.

None of the Issuer, the Treasurer, members of the Issuer and the Treasurer, or any officer,
agent or employee of the Issuer and the Treasurer, shall be charged personally by the Underwriter
with any liability, or be held liable to the Underwriter under any term or provision of this Bond
Purchase Agreement, or because of execution or attempted execution, or because of any breach or
attempted or alleged breach of this Bond Purchase Agreement.

Section 18.  Establishment of Issue Price.

Notwithstanding any provision of this Bond Purchase Agreement to the contrary, the
following provisions related to the establishment of the issue price of the Bonds apply:

@ Definitions. For purposes of this Section, the following definitions apply:

() “Public” means any person (including an individual, trust, estate,
partnership, association, company, or corporation) other than a Tax Law Underwriter or a
Related Party to a Tax Law Underwriter.

(i)  “Related Party” means any two or more persons who are subject, directly
or indirectly, to (A) more than 50% common ownership of the voting power or the total
value of their stock, if both entities are corporations (including direct ownership by one
corporation of another), (B) more than 50% common ownership of their capital interests or
profits interests, if both entities are partnerships (including direct ownership by one
partnership of another), or (C) more than 50% common ownership of the value of the
outstanding stock of the corporation or the capital interest or profits interest of the
partnership, as applicable, if one entity is a corporation and the other entity is a partnership
(including direct ownership of the applicable stock or interests by one entity of the other).

(i) “Sale Date” means the date of execution of this Bond Purchase Agreement
by all parties.

(iv)  “Tax Law Underwriter” means, with respect to each Issue of the Bonds,
(A) any person that agrees pursuant to a written contract with the Issuer to participate in
the initial sale of such Issue of the Bonds to the Public and (B) any person that agrees
pursuant to a written contract directly or indirectly with a person described in clause (A) to
participate in the initial sale of such Issue of the Bonds to the Public (including a member
of a selling group or a party to a retail distribution agreement participating in the initial sale
of the Bonds to the Public).
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(b) Issue Price Certificate. The Underwriter agrees to assist the Issuer in establishing
the issue price of the Bonds and to execute and deliver to the Issuer at Closing an “issue price” or
similar certificate relating to each Issue of the Bonds, together with the supporting pricing wires
or equivalent communications, substantially in the form attached hereto as Exhibit E, with such
modifications as may be appropriate or necessary, in the reasonable judgment of the Underwriter,
the Issuer and Bond Counsel, to accurately reflect, as applicable, the sales price or prices or the
initial offering price or prices to the Public of the Bonds (the “Issue Price Certificate”).

(c) Public Offering. The Underwriter confirms that, on the Sale Date, the Underwriter
offered each Issue of the Bonds to the Public at the offering price or prices (each, an “Initial
Offering Price”), or at the corresponding yield or yields, set forth in Schedule I attached hereto.

(d) 10% Test. Except as set forth in the Issue Price Certificate, the Issuer will determine
the issue price of the Bonds based on the first price at which 10% of the Bonds is sold to the Public
(the “10% Test”) (if different interest rates apply within a maturity, each separate CUSIP number
within that maturity will be subject to the 10% Test). The Issue Price Certificate will confirm if
the issue price will be the applicable Initial Offering Price because the 10% Test was satisfied as
of the Sale Date.

(e) Hold-The-Offering-Price Rule. The Issue Price Certificate will confirm if the 10%
Test was not satisfied as of the Sale Date and, if such is the case, the Issuer and the Underwriter
agree that the restrictions in the next sentence will apply, which will allow the Issuer to treat the
Initial Offering Price to the Public of each of the Bonds as the issue price of the Bonds (the “Hold-
the-Offering-Price Rule”). If the 10% Test was not satisfied as of the Sale Date, the Underwriter
will neither offer nor sell unsold Bonds to any person at a price that is higher than the applicable
Initial Offering Price of the Bonds during the period starting on the Sale Date and ending on the
earlier of the following:

() the close of the fifth business day after the Sale Date; or

(i) the date on which the Tax Law Underwriters have sold at least 10% of the
Bonds to the Public at a price that is no higher than the Initial Offering Price of the Bonds.

The Underwriter will promptly advise the Issuer (with a copy to the Treasurer) when the
Tax Law Underwriters have sold 10% the Bonds to the Public at a price that is no higher than the
applicable Initial Offering Price of the Bonds, if that occurs prior to the close of the fifth business
day after the Sale Date. On or after the sixth business day after the Sale Date, if requested by the
Issuer or Bond Counsel, the Underwriter also will promptly confirm that the Tax Law Underwriters
have complied with the Hold-the- Offering-Price Rule. If at any time the Underwriter becomes
aware of any noncompliance by a Tax Law Underwriter with respect to the Hold-the-Offering-
Price Rule, the Underwriter will promptly report such noncompliance to the Issuer.

()] Matters Relating to Certain Agreements. The Underwriter confirms that any selling
group agreement and each retail distribution agreement to which the Underwriter is a party relating
to the initial sale of an Issue of the Bonds to the Public, together with related pricing wires, contains
or will contain language obligating the Underwriter, each dealer who is a member of any selling
group, and each broker-dealer that is a party to any such retail distribution agreement, as
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applicable, to (i) report the prices at which it sells to the Public the unsold Bonds of each maturity
allotted to it until it is notified by the Underwriter that either the 10% Test has been satisfied as to
the Bonds of that maturity or all Bonds of that maturity have been sold to the Public and (ii) comply
with the Hold-the-Offering-Price Rule, if applicable, in each case if and for so long as directed by
the Underwriter and as set forth in the relating pricing wires.

The Issuer acknowledges that, in making the representation that the Underwriter will
comply with the Hold-the-Offering-Price Rule with respect to any Bonds, the Underwriter is
relying on (A) in the event a selling group has been created in connection with the sale of the Issue
of the Bonds to the Public, the agreement of each dealer who is a member of the selling group to
comply with the Hold-the-Offering-Price Rule, as set forth in a selling group agreement and the
related pricing wires, and (B) in the event that an Underwriter is a party to a retail distribution
agreement that was employed in connection with the sale of an issue of the Bonds, the agreement
of each broker-dealer that is a party to such agreement to comply with the Hold-the-Offering-Price
Rule, as set forth in the retail distribution agreement and the related pricing wires. The Issuer
further acknowledges that each Tax Law Underwriter will be solely liable for its failure to comply
with its agreement regarding the Hold-the-Offering-Price Rule and that no Tax Law Underwriter
will be liable for the failure of any other Tax Law Underwriter to comply with its corresponding
agreement regarding the Hold-the-Offering-Price Rule as applicable to an Issue of the Bonds.

(9) Sale to Related Party not a Sale to the Public. The Underwriter acknowledges that
sales of any Bonds to any person that is a Related Party to a Tax Law Underwriter do not constitute
sales to the Public for purposes of this Section.

Section 19.  Underwriter’s Report to the Treasurer.

Not later than ten (10) days after the Closing, the Underwriter shall submit to the Treasurer
the report(s) required by Section 1899.532 of Article 4 of Subchapter 4 of Chapter 4 of Division 2
of Title 2 of the California Code of Regulations, in substantially the form attached hereto as Exhibit
G.

Section 20.  Limitation of Liability.

The Issuer and the Treasurer shall not be directly, indirectly, contingently or otherwise
liable for any costs, expenses, losses, damages, claims or actions of any conceivable kind under
any conceivable theory under this Bond Purchase Agreement or any document or instrument
referred to herein or by reason of or in connection with this Bond Purchase Agreement or other
document or instrument except to the extent it receives amounts from the Borrower available for
such purpose.

(Remainder of Page Intentionally Left Blank)
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If the foregoing is in accordance with your understanding of this Bond Purchase Agreement
please sign and return to us by email your acceptance hereof, whereupon it will become a binding
agreement among the Issuer, the Borrower and the Underwriter in accordance with its terms.

Very truly yours,

CITIGROUP GLOBAL MARKETS INC.,
as Underwriter

By:

Director
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[Treasurer’s Signature Page to Bond Purchase Agreement for California Housing Finance
Agency Revenue Bonds (San Francisco Supportive Housing — 833 Bryant Apartments)
2020 Issue N — Social Bonds]

TREASURER OF THE STATE OF
CALIFORNIA

By:

Deputy Treasurer
For California State Treasurer Fiona Ma
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[CalHFA’s Signature Page to Bond Purchase Agreement for California Housing Finance
Agency Revenue Bonds (San Francisco Supportive Housing — 833 Bryant Apartments)
2020 Issue N — Social Bonds]

CALIFORNIA HOUSING FINANCE AGENCY

By:

Name:

Title:  Director of Financing
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[Borrower’s Signature Page to Bond Purchase Agreement for California Housing Finance
Agency Revenue Bonds (San Francisco Supportive Housing — 833 Bryant Apartments)
2020 Issue N — Social Bonds]

833 BRYANT, L.P., a California limited
partnership

By: 833 Bryant LLC, a California limited
liability company, its general partner

By: Mercy Housing Calwest, a California
nonprofit public benefit corporation,
its sole member/manager

By:
Name:
Its:
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SCHEDULE I

$
CALIFORNIA HOUSING FINANCE AGENCY
REVENUE BONDS
(SAN FRANCISCO SUPPORTIVE HOUSING - 833 BRYANT APARTMENTS)
2020 ISSUE N — SOCIAL BONDS

MATURITY SCHEDULE

Maturity Principal Interest
(April 1) Amount Rate Yield Price
$ % Term Bonds due April 1, 20__ Yield: %; Price:

$ % Term Bonds due April 1, 20__ Yield: %,; Price:
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EXHIBIT A

[Closing Date]

Citigroup Global Markets Inc.,
as Underwriter
San Francisco, California

California Housing Finance Agency
Revenue Bonds (San Francisco Supportive Housing — 833 Bryant Apartments)
2020 Issue N — Social Bonds
(Supplemental Opinion)

Ladies and Gentlemen:

This letter is addressed to you, as Underwriter, pursuant to Section 7(d)(iii)(A) of the Bond
Purchase Agreement, dated July __, 2020 (the “Purchase Contract”), among you, the California
Housing Finance Agency (the “Issuer”), the Treasurer of the State of California (the “Treasurer”),
in her capacity as agent for sale for the Issuer, and 833 Bryant, L.P. a California limited partnership
(the “Borrower”), providing for the purchase of $ aggregate principal amount of
California Housing Finance Agency Revenue Bonds (San Francisco Supportive Housing — 833
Bryant Apartments) 2020 Issue N — Social Bonds (the “Bonds™). The Bonds are being issued
pursuant to an Indenture of Trust, dated as of July 1, 2020 (the “Indenture”), by and between the
Issuer and U.S. Bank National Association, as trustee (the “Trustee”), for the stated purpose of
making a loan of the proceeds thereof to the Borrower. Capitalized terms not otherwise defined
herein shall have the meanings ascribed thereto in the Indenture or, if not defined in the Indenture,
in the Purchase Contract.

We have delivered our final legal opinion (the “Bond Opinion”) as bond counsel to the Issuer
concerning the validity of the Bonds and certain other matters, dated the date hereof and addressed
to the Issuer. You may rely on such opinion as though the same were addressed to you.

In connection with our role as bond counsel to the Issuer, we have reviewed the Purchase Contract,
the Indenture, the Loan Agreement, the Regulatory Agreement, the Tax Certificate, opinions of
counsel to the Issuer, the Trustee, the Borrower and others, certificates of the Issuer, the Trustee,
the Borrower and others, and such other documents, opinions and matters to the extent we deemed
necessary to provide the opinions set forth herein.

The opinions expressed herein are based on an analysis of existing laws, regulations, rulings and
court decisions and cover certain matters not directly addressed by such authorities. Such opinions
may be affected by actions taken or omitted or events occurring after the original delivery of the
Bonds on the date hereof. We have not undertaken to determine, or to inform any person, whether
any such actions are taken or omitted or events do occur or any other matters come to our attention
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after the original delivery of the Bonds on the date hereof. We have assumed the genuineness of
all documents and signatures presented to us (whether as originals or as copies) and the due and
legal execution and delivery thereof by, and validity against, any parties other than the Issuer. We
have assumed, without undertaking to verify, the accuracy of the factual matters represented,
warranted or certified in the documents, and of the legal conclusions contained in the opinions,
referred to in the third paragraph hereof. We have further assumed compliance with all covenants
and agreements contained in such documents. In addition, we call attention to the fact that the
rights and obligations under the Bonds, the Indenture, the Loan Agreement, the Regulatory
Agreement, the Tax Certificate and the Purchase Contract and their enforceability may be subject
to bankruptcy, insolvency, reorganization, receivership, arrangement, fraudulent conveyance,
moratorium and other laws relating to or affecting creditors’ rights, to the application of equitable
principles, to the exercise of judicial discretion in appropriate cases and to the limitations on legal
remedies against the State of California. We express no opinion with respect to any
indemnification, contribution, liquidated damages, penalty (including any remedy deemed to
constitute or having the effect of a penalty), right of set-off, arbitration, judicial reference, choice
of law, choice of forum, choice of venue, non-exclusivity of remedies, waiver or severability
provisions contained in the foregoing documents, nor do we express any opinions with respect to
the state or quality of title to or interest in any real or personal property described in or as subject
to the lien of the Indenture or the Loan Agreement or the accuracy or sufficiency of the description
contained therein of, or the remedies available to enforce liens on, any such property. Finally, we
undertake no responsibility for the accuracy, completeness or fairness of the Official Statement,
dated July __, 2020 (the “Official Statement”), or other offering material relating to the Bonds and
express no view or opinion relating thereto.

Based on and subject to the foregoing, and in reliance thereon, as of the date hereof, we are of the
following opinions:

1. The Bonds are not subject to the registration requirements of the Securities Act of
1933, as amended, and the Indenture is exempt from qualification pursuant to the Trust Indenture
Act of 1939, as amended. No opinion is expressed with respect to the Letter of Credit.

2. The Purchase Contract has been duly executed and delivered by, and is a valid and
binding agreement of, the Issuer.

3. The statements contained in the Official Statement under the captions “THE
BONDS” (excluding information relating to the book-entry system, DTC or Cede & Co.),
“SECURITY AND SOURCES OF PAYMENT FOR THE BONDS,” “TAX MATTERS,” and
APPENDIX D - “Summary of Certain Provisions of the Principal Legal Documents” and
APPENDIX F - “Form of Bond Counsel Opinion,” excluding any material that may be treated as
included under such captions by cross reference or reference to other documents or sources, insofar
as such statements expressly summarize certain provisions of the Indenture, the Loan Agreement,
and the form of Lease, or set out the form and content of our Bond Opinion, are accurate in all
material respects.

This letter is furnished by us as bond counsel to the Issuer. No attorney-client relationship has
existed or exists between our firm and you in connection with the Bonds or by virtue of this letter.
We disclaim any obligation to update this letter. This letter is delivered to you as Underwriter of
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the Bonds, is solely for your benefit as such Underwriter in connection with the original issuance
of the Bonds on the date hereof, and is not to be used, circulated, quoted or otherwise referred to
or relied upon for any other purpose or by any other person. This letter is not intended to, and may
not, be relied upon by owners of Bonds or by any other party to whom it is not specifically
addressed.

Very truly yours,

ORRICK, HERRINGTON & SUTCLIFFE LLP
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EXHIBIT B

[opinion of Gubb and Barshay LLP, Borrower’s Counsel]
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EXHIBIT C

[opinions of Hawkins Delafield & Wood LLP and Stradling Yocca Carlson and Rauth, A
Professional Corporation, as Co-Disclosure Counsel to the City]

[Date of Delivery]

City and County of San Francisco
San Francisco, California

$
CALIFORNIA HOUSING FINANCE AGENCY
REVENUE BONDS
(SAN FRANCISCO SUPPORTIVE HOUSING - 833 BRYANT APARTMENTYS)
2020 ISSUE N — SOCIAL BONDS

Ladies and Gentlemen:

We have served as Co-Disclosure Counsel to the City and County of San Francisco (the
“City”) in connection with the execution, sale and delivery of the above-referenced bonds (the
“Bonds”). Capitalized terms not otherwise defined herein shall have the meanings given such
terms in the Official Statement related to the Bonds, dated , 2020 (the “Official
Statement”).

We have examined originals or copies certified or otherwise identified to our satisfaction
of (i) the Commitment Resolution, adopted by the Board of Supervisors on [June ], 2020; (ii)
the Preliminary Official Statement related to the Bonds, dated , 2020 (the “Preliminary
Official Statement™); (iii) the Official Statement; (v) the approving and supplemental opinions of
Orrick, Herrington & Sutcliffe LLP (“Bond Counsel”), dated the date hereof; (iv) the letters,
certificates and opinions delivered to you in connection with the issuance of the Bonds; and
(v) such other documents, certificates, instructions and records as we have considered necessary
or appropriate for the purpose of this letter. We have assumed, but not independently verified, that
the signatures on all documents, letters, opinions and certificates which we have examined are
genuine, that all documents submitted to us are authentic and were duly and properly executed by
the parties thereto and that all representations made in the documents that we have reviewed are
true and accurate.

Although in our capacity as Co-Disclosure Counsel we have assisted in the preparation of
the Preliminary Official Statement and the Official Statement only with respect to information
relating to the City therein and in Appendix A, the Preliminary Official Statement and the Official
Statement are the Issuer’s and the Borrower’s documents and as such the Issuer and the Borrower
are responsible for their content as specified in Bond Purchase Agreement for the Bonds. In addition,
although we have reviewed the documents described above and participated in the conferences
described below, the limitations inherent in the independent verification of factual matters are such
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that we are able to express only certain limited negative assurances regarding statements in the
Preliminary Official Statement and the Official Statement, including Appendix A thereto. In our
capacity as Co-Disclosure Counsel, we have participated in conferences prior to the date of the
Preliminary Official Statement and the Official Statement with, among others, representatives of the
City, the Issuer, the Borrower, the Underwriter and Bond Counsel, during which conferences the
contents of the Preliminary Official Statement and the Official Statement and related matters were
discussed. On the basis of the information made available to us in the course of the foregoing, our
review of the documents referenced above and our reliance on the certificates and the opinions of
counsel described above and our understanding of the applicable law, we advise you as a matter of
fact and not opinion that no facts came to our attention which cause us to believe that the Preliminary
Official Statement, as of its date, or the Official Statement, as of its date and as of the date of this
letter with respect to INTRODUCTION - The City, RISK FACTORS - COVID-19, RISK
FACTORS - City Long-Term Financial Challenges, RISK FACTORS - Certain Seismic Risks,
RISK FACTORS - Climate Change, Risk of Sea Level Rise and Flooding Damage, RISK
FACTORS - Other Events, RISK FACTORS - Cybersecurity, RISK FACTORS - Bankruptcy, NO
LITIGATION - The City, and Appendix A thereto (with respect to the financial and statistical data,
numbers, forecasts and projections, information concerning DTC and the book-entry system and
international blue sky matters, and Appendices B, C, D, F, G and H attached thereto, we express no
view) contained or contains any untrue statement of a material fact or omitted or omits to state a
material fact necessary in order to make the statements therein, in the light of the circumstances
under which they were made, not misleading.

We are not expressing any opinion with respect to the authorization, execution, delivery or
validity of the Bonds.

This letter is furnished by us as Co-Disclosure Counsel to the City. This letter is rendered
in connection with the transaction described herein, and may not be relied upon for any other
purpose. This letter shall not extend to, and may not be used, circulated, quoted, referred to, or
relied upon by, any other person, firm, corporation or other entity without our prior written consent,
provided that a copy of this letter may be placed in the transcript for the Bonds. Our engagement
with respect to this matter terminates upon the delivery of this letter to you at the time of the closing
relating to the Bonds, and we have no obligation to update this letter.

Respectfully submitted,
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EXHIBIT D

[opinion of Robinson & Cole LLP, as counsel to Citibank, N.A.]
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EXHIBIT E

FORM OF ISSUE PRICE CERTIFICATE

$[Par Amount]
California Housing Finance Agency
Revenue Bonds (San Francisco Supportive Housing — 833 Bryant Apartments)
2020 Issue N - Social Bonds

The undersigned, on behalf of Citigroup Global Markets Inc. (“Citi”’), hereby certifies, as set forth
below with respect to the sale and issuance of the above-captioned obligations (the “Bonds”).

1. Sale of the General Rule Maturities. As of the date of this Certificate, for each Maturity
of the General Rule Maturities, the first price at which at least 10% of such Maturity was sold to the Public
is the respective price listed in Schedule A.

2. Initial Offering Price of the Hold-the-Offering-Price-Maturities.

(@) The Underwriter offered the Hold-the-Offering-Price Maturities to the Public for purchase
at the respective initial offering prices listed in Schedule A (the “Initial Offering Prices”) on or before the
Sale Date. A copy of the pricing wire or equivalent communication for the Bonds is attached to this
Certificate as Schedule B.

(b) As set forth in the Bond Purchase Agreement for the Bonds, the Underwriter has agreed in
writing that, (i) for each Maturity of the Hold-the-Offering-Price Maturities, it would neither offer nor sell
any of the unsold Bonds of such Maturity to any person at a price that is higher than the Initial Offering
Price for such Maturity during the Holding Period for such Maturity (the “hold-the-offering-price rule”),
and (ii) unsold Bonds of the Hold-the-Offering-Price Maturities shall be retained by the Underwriter.
Pursuant to such agreement, the Underwriter has not offered or sold any unsold Bonds of any Maturity of
the Hold-the-Offering-Price Maturities at a price that is higher than the respective Initial Offering Price for
that Maturity of the Bonds during the Holding Period.

3. Defined Terms.

@ General Rule Maturities means those Maturities of the Bonds listed in Schedule A hereto
as the “General Rule Maturities.”

(b) Hold-the-Offering-Price Maturities means those Maturities of the Bonds listed in Schedule
A hereto as the “Hold-the-Offering-Price Maturities.”

(©) Holding Period means, with respect to a Hold-the-Offering-Price Maturity, the period
starting on the Sale Date and ending on the earlier of (i) the close of the fifth business day after the Sale
Date, or (ii) the date on which the Underwriter has sold at least 10% of such Hold-the-Offering-Price
Maturity to the Public at prices that are no higher than the Initial Offering Price for such Hold-the-Offering-
Price Maturity.



(d) Issuer means California Housing Finance Agency.

(e) Maturity means Bonds with the same credit and payment terms. Bonds with different
maturity dates, or Bonds with the same maturity date but different stated interest rates, are treated as
separate maturities.

() Public means any person (including an individual, trust, estate, partnership, association,
company, or corporation) other than an Underwriter or a Related Party (as such terms are defined below)
to an Underwriter.

(o) A purchaser of any of the Bonds is a Related Party to any Underwriter if the Underwriter
and the purchaser are subject, directly or indirectly, to (i) at least 50% common ownership of the voting
power or the total value of their stock, if both entities are corporations (including direct ownership by one
corporation of another), (i) more than 50% common ownership of their capital interests or profits interests,
if both entities are partnerships (including direct ownership by one partnership of another), or (iii) more
than 50% common ownership of the value of the outstanding stock of the corporation or the capital interests
or profit interests of the partnership, as applicable, if one entity is a corporation and the other entity is a
partnership (including direct ownership of the applicable stock or interests by one entity of the other).

(h) Sale Date means the first day on which there is a binding contract in writing for the sale of
a Maturity of the Bonds. The Sale Date of the Bonds is [Sale Date].

(h) Underwriter means (i) any person that agrees pursuant to a written contract with the Issuer
to participate in the initial sale of the Bonds to the Public, and (ii) any person that agrees pursuant to a
written contract directly or indirectly with a person described in clause (i) of this paragraph to participate
in the initial sale of the Bonds to the Public (including a member of a selling group or a party to a retail
distribution agreement participating in the initial sale of the Bonds to the Public).

The representations set forth in this certificate are limited to factual matters only. Nothing in this
certificate represents Citi’s interpretation of any laws, including specifically Sections 103 and 148 of the
Internal Revenue Code of 1986, as amended, and the Treasury Regulations thereunder. The undersigned
understands that the foregoing information will be relied upon by the Issuer with respect to certain of the
representations set forth in the Tax Certificate and with respect to compliance with the federal income tax
rules affecting the Bonds, and by Orrick, Herrington & Sutcliffe LLP, Bond Counsel to the Issuer, in
connection with rendering its opinion that the interest on the Bonds is excluded from gross income for
federal income tax purposes, the preparation of the Internal Revenue Service Form 8038, and other federal
income tax advice that it may give to the Issuer from time to time relating to the Bonds.

Dated: [Closing Date]
Citigroup Global Markets Inc., as Underwriter

By:
Name:




Schedule A

Sale Prices

General Rule Maturities

____Maturities Listed Below

[Insert pricing table for General Rule Maturities]

Hold-the-Offering-Price Rule Maturities

___Maturities Listed Below

[Insert pricing table for Hold-the-Offering-Price Rule Maturities]



Schedule B

Pricing Wire or Equivalent Communication

[Attached.]



EXHIBIT F

$ .
California Housing Finance Agency
Revenue Bonds
(San Francisco Supportive Housing — 833 Bryant Apartments)
2020 Issue N — Social Bonds

RULE 15c2-12 CERTIFICATE

I, , hereby certify that 1 am the Director of Financing of the
California Housing Finance Agency (the “Issuer”), and as such | am authorized to execute this
Rule 15¢2-12 Certificate on behalf of the Issuer.

I hereby further certify that there has been distributed to prospective purchasers of
the above-captioned bonds (the “Bonds™) a Preliminary Official Statement, dated , 2020,
relating to the Bonds (together with the appendices thereto, any documents incorporated therein
by reference, any supplements, or amendments thereto and as disseminated, the “Preliminary
Official Statement”), which the Issuer deems to be final with respect to the information under the
captions “INTRODUCTION - The Issuer” and “NO LITIGATION - The Issuer” as of its date for
purposes of Rule 15¢2-12 promulgated under the Securities Exchange Act of 1934, as amended
(the “Rule”), except for information permitted to be omitted therefrom by the Rule. The Issuer
hereby approves of the use and distribution of the Preliminary Official Statement.

IN WITNESS WHEREOF, | hereto set my hand this __day of 2020.

CALIFORNIA HOUSING FINANCE AGENCY

By:
Name:
Title:  Director of Financing

* Preliminary, subject to change.
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$ x
California Housing Finance Agency
Revenue Bonds
(San Francisco Supportive Housing — 833 Bryant Apartments)
2020 Issue N — Social Bonds

RULE 15c2-12 CERTIFICATE

I, , hereby certify that | am the of 833 Bryant, L.P.,
a California limited partnership (the “Borrower”), and as such | am authorized to execute this Rule
15¢2-12 Certificate on behalf of the Borrower.

I hereby further certify that there has been distributed to prospective purchasers of
the above-captioned bonds (the “Bonds”) a Preliminary Official Statement, dated , 2020,
relating to the Bonds (together with the appendices thereto, any documents incorporated therein
by reference, any supplements, or amendments thereto and as disseminated, the “Preliminary
Official Statement”), which the Borrower deems to be final as of its date for purposes of Rule
15¢2-12 promulgated under the Securities Exchange Act of 1934, as amended (the “Rule”), except
for information permitted to be omitted therefrom by the Rule. The Borrower hereby approves of
the use and distribution of the Preliminary Official Statement.

IN WITNESS WHEREOF, | hereto set my hand this __day of 2020.

833 BRYANT, L.P., a California limited
partnership

By: 833 Bryant LLC, a California limited
liability company, its general partner

By: Mercy Housing Calwest, a California
nonprofit public benefit corporation,
its sole member/manager

By:
Name:
Its:

* Preliminary, subject to change.
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$ x
California Housing Finance Agency
Revenue Bonds
(San Francisco Supportive Housing — 833 Bryant Apartments)
2020 Issue N — Social Bonds

RULE 15c2-12 CERTIFICATE

I, Anna Van Degna, hereby certify that | am the Director, Office of Public Finance
of the City and County of San Francisco (the “City”), and as such | am authorized to execute this
Rule 15c2-12 Certificate on behalf of the City.

I hereby further certify that there has been distributed to prospective purchasers of
the above-captioned bonds (the “Bonds”) a Preliminary Official Statement, dated , 2020,
relating to the Bonds (together with the appendices thereto, any documents incorporated therein
by reference, any supplements, or amendments thereto and as disseminated, the “Preliminary
Official Statement”), which the City deems to be final with respect to the information set forth
under the captions “INTRODUCTION - The City,” “RISK FACTORS - COVID-19,” “RISK
FACTORS - City Long-Term Financial Challenges,” “RISK FACTORS - Certain Seismic
Risks,” “RISK FACTORS - Climate Change, Risk of Sea Level Rise and Flooding Damage,”
“RISK FACTORS - Other Events,” “RISK FACTORS - Cybersecurity,” “RISK FACTORS -
Bankruptcy,” “NO LITIGATION — The City” and in Appendix A as of the date of the Preliminary
Official Statement for purposes of Rule 15¢2-12 promulgated under the Securities Exchange Act
of 1934, as amended (the “Rule”), except for information permitted to be omitted therefrom by the
Rule. The City hereby approves of the use and distribution of the Preliminary Official Statement.

IN WITNESS WHEREOF, | hereto set my hand this __day of 2020.

CITY AND COUNTY OF SAN FRANCISCO

By:
Director, Office of Public Finance

* Preliminary, subject to change.
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EXHIBIT G

[report(s) required by Section 1899.532 of Article 4 of Subchapter 4 of Chapter 4 of Division 2
of Title 2 of the California Code of Regulations]
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EXHIBITH
[Letter of Representations of City]

Letter of Representations of the City and County of San Francisco
1 Dr. Carlton B. Goodlett Place
San Francisco, California 94102

July ;2020

California Housing Finance Agency, as issuer
Sacramento, California

Honorable Fiona Ma
State Treasurer
Sacramento, California

Citigroup Global Markets Inc., as underwriter
San Francisco, California

833 Bryant, L.P., as borrower
San Francisco, California

Re:  California Housing Finance Agency Revenue Bonds
(San Francisco Supportive Housing — 833 Bryant Apartments)
2020 Issue N — Social Bonds

Ladies and Gentlemen:

This Letter of Representations (the “Letter”) is provided to the Citigroup Global Markets
Inc., as underwriter (the “Underwriter”), the California Housing Finance Agency (the “Issuer”),
the Honorable Fiona Ma, Treasurer of the State of California (the “Treasurer”), and 833 Bryant,
L.P. (the “Borrower”), pursuant to the Bond Purchase Agreement, dated , 2020 (the
“Purchase Agreement”), providing for the purchase of $ aggregate principal amount
of California Housing Finance Agency Revenue Bonds (San Francisco Supportive Housing — 833
Bryant Apartments) 2020 Issue N — Social Bonds (the “Bonds”). Capitalized terms used in this
Letter and not otherwise defined herein shall have the respective meanings set forth in the Purchase
Agreement or the Indenture of Trust, dated as of July 1, 2020 (the “Indenture”), by and between
the Issuer and U.S. Bank National Association, as trustee (the “Trustee”).

The Bonds are being issued by the Issuer to: (i) make a loan to the Borrower to finance
and/or refinance a portion of the acquisition, construction and equipping of a 145 unit multifamily
residential rental supportive affordable housing project located in the City and known as 833
Bryant Apartments (the “Project”), (ii) fund capitalized interest on the Bonds through the Lease
Delivery Deadline, and (iii) pay costs of issuing the Bonds.
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Section 1. The City represents and warrants to the Issuer, the Treasurer, the Borrower
and the Underwriter that:

@) as of the date of this Letter, the City has full right, power and authority to
execute and deliver this Letter, the Commitment Letter, the City Continuing Disclosure
Certificate, the Lease Agreement and the Sublease Agreement (collectively, the “City
Documents™):

(b) as of the date of this Letter, all authorizations, approvals, licenses, consents
and orders of any governmental authority or agency having jurisdiction of the matter that
would constitute a condition precedent to, or the absence of which would materially and
adversely affect, the performance by the City of its obligations under this Letter, the
Commitment Letter, the City Continuing Disclosure Certificate or the Tax Certificate have
been obtained;

(©) at the Closing Date, this Letter, the Commitment Letter, the Tax Certificate
and the City Continuing Disclosure Certificate will constitute the legal, valid and binding
obligations of the City in accordance with their respective terms;

(d) as of its date and the date hereof, the Preliminary Official Statement
(excluding the information relating to DTC and its book-entry system, the Letter of Credit
Provider and the Letter of Credit) with respect to information under the captions
“INTRODUCTION - The City,” “RISK FACTORS - COVID-19,” “RISK FACTORS -
City Long-Term Financial Challenges,” “RISK FACTORS - Certain Seismic Risks,”
“RISK FACTORS - Climate Change, Risk of Sea Level Rise and Flooding Damage,”
“RISK FACTORS - Other Events,” “RISK FACTORS - Cybersecurity,” “RISK
FACTORS - Bankruptcy,” “NO LITIGATION - The City,” and in Appendix A
(collectively, the “City Information”) does not and will not contain any untrue statement
of a material fact or omit to state a material fact required to be stated therein or necessary
to make the statements therein, in the light of the circumstances under which they were
made, not misleading;

(e) up to and including the time of the Closing, the Official Statement
(excluding the information relating to DTC and its book-entry system, the Letter of Credit
Provider and the Letter of Credit) with respect to the City Information does not and will
not contain any untrue statement of a material fact or omit to state a material fact required
to be stated therein or necessary to make the statements therein, in the light of the
circumstances under which they were made, not misleading;

()] up to and including the time of the Closing, if the Official Statement is
supplemented or amended pursuant to the Purchase Agreement, at the time of each
supplement or amendment thereto and (unless subsequently supplemented or amended
pursuant to the Purchase Agreement) the Official Statement (except as aforesaid) as so
supplemented or amended will not with respect to the City Information contain any untrue
statement of a material fact or omit to state a material fact required to be stated therein or
necessary to make the statements therein, in the light of the circumstances under which
they were made, not misleading;
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(9) the City will comply with the terms of the Tax Certificate;

(h) any representation made in a certificate signed by an authorized officer of
the City and delivered to the Issuer, the Treasurer, the Borrower or the Underwriter in
connection with the issuance of the Bonds shall be deemed to be a representation of the
City to the Issuer, the Treasurer, the Borrower and the Underwriter; and

M the City has taken all necessary actions required to approve the City
Continuing Disclosure Certificate and Appendix A to the Official Statement. The City
hereby authorizes the use of the Preliminary Official Statement and the Official Statement
and the information contained therein by the Underwriter in connection with the public
offering and the sale of the Bonds. The City consents to the use by the Underwriter prior
to the date hereof of the Preliminary Official Statement in connection with the public
offering of the Bonds.

Section 2. The execution and delivery of this Letter by the City shall constitute the
City’s approval of and consent to the Issuer’s entering into, acceptance and execution of the
Purchase Agreement and performance thereunder. The City agrees to deliver or cause to be
delivered the documents, certificates and opinions contemplated to be delivered by the City or its
officers to the Underwriter at or prior to Closing pursuant to the Purchase Agreement. The City
further agrees to cooperate in the preparation of any amendment or supplement to the Preliminary
Official Statement and the Official Statement in accordance with the Purchase Agreement and to
provide any information regarding the City and its financial affairs requested by the Issuer or the
Underwriter for inclusion in any such amendment or supplement.

Section 3. This Letter is made solely for the benefit of the Issuer, the Treasurer, the
Borrower and the Underwriter.

Section 4. Any notice or other communication to be given to the City under this Letter
may be given by delivering the same in writing to the City, at the address set forth above, Room
336, Attention: Mayor’s Office of Public Finance, and any notice or other communication to be
given to the Issuer or the Underwriter under this Letter may be given by delivering the same in
writing for the Issuer to California Housing Finance Agency, 500 Capitol Mall, Suite 900,
Sacramento, California 95814, Attention: , Legal Counsel; to the Underwriter to
Citigroup Global Markets Inc., 1 Sansome Street, 27" Floor, San Francisco, Attention: Debra
Saunders, Director.

Section 5. All of the representations, warranties and agreements of the City contained
in this Letter shall remain operative and in full force and effect, regardless of: (i) any investigations
made by or on behalf of any of the Underwriter; (ii) delivery of and payment for the Bonds,
pursuant to the Purchase Agreement; and (iii) any termination of this Letter or the Purchase
Agreement.

Section 6. If any provision of this Letter shall be held invalid or unenforceable by any
court of competent jurisdiction, such holding shall not invalidate or render unenforceable any other
provision of this Letter.
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Section 7. This Letter may be executed electronically and in any number of
counterparts, all of which taken together shall constitute one agreement, and any of the parties
hereto may execute the Letter by signing any such counterpart.

Section 8. This Letter shall be governed by and interpreted under the laws of the State
of California.

Very truly yours,

CITY AND COUNTY OF SAN FRANCISCO

By:

Title:

Agreed to and Accepted by:

CALIFORNIA HOUSING FINANCE AGENCY

By
Title:

CITIGROUP GLOBAL MARKETS INC,,
as underwriter

By

Director



APPENDIX A

RECENT DEVELOPMENTS

The following information regarding certain recent developments in the finances and operations of the
City supplements and amends the information set forth in Appendix A as of the date of this Official
Statement. Certain of the information provided below regarding the recent and ongoing COVID-19
Emergency (as defined below) is expected to have material adverse impacts on the projections and
budget information provided in APPENDIX A — “CITY AND COUNTY OF SAN FRANCISCO ORGANIZATION
AND FINANCES,” which information in certain cases was prepared and released by the City prior to the
COVID-19 Emergency. Investors are advised to carefully consider the information presented below,
together with other information presented in this Official Statement, in order to make an informed
investment decision. Certain of the information provided below, and elsewhere in this Official Statement,
involves forward-looking statements, which are based on current expectations and are not intended as
representations of fact or guarantees of results. Any such forward-looking statements inherently are
subject to a variety of risks and uncertainties that could cause actual results or performance to differ
materially from those that have been forecast, estimated or projected. See “CERTAIN RISK FACTORS —
Public Health Emergencies.”

General

On February 11, 2020 the World Health Organization (“WHQ”) announced the official name for the
outbreak of a new disease (“COVID-19”) caused by a strain of novel coronavirus, an upper respiratory tract
illness which has since spread across the globe. The spread of COVID-19 is having significant adverse
health and financial impacts throughout the world, including the City. The WHO has declared the COVID-
19 outbreak to be a pandemic, and states of emergency have been declared by the Mayor of the City, the
Governor of the State and the President of the United States.

To date there have been over 2,000 confirmed cases of COVID-19 in the City, and health officials expect
the number of confirmed cases to grow. The outbreak has resulted in the imposition of restrictions on
mass gatherings and widespread temporary closings of businesses, universities and schools (including the
San Francisco Unified School District) throughout the United States. In addition, stock markets in the
United States and globally have been volatile, with significant declines in market value.

Several counties in the Bay Area (including the City) announced shelter-in-place (“Shelter-in-Place”)
emergency orders, which direct individuals to stay home, except for certain limited travel for the conduct
of essential services. Most retail establishments (e.g., restaurants, bars and nightclubs, entertainment
venues, gyms, etc.) were closed in response to the Shelter-in-Place order. The Governor of the State has
announced a similar Shelter-in-Place emergency order (N-33-20) effective for the entire state. The
Governor’s order states that it will remain in place “until further notice.” On April 27, 2020 Mayor London
Breed announced that the Shelter-in-Place order would be extended through the end of May 2020. On
May 14, 2020, Mayor Breed amended the Shelter-in-Place order and issued guidelines to allow retail
businesses and associated manufacturers, warehouses and logistical businesses to operate storefront
pickup operations.

The City has announced emergency relief measures for local businesses that will defer collection of certain
tax revenues and increase City expenditures, with potential offsets from federal and State emergency
funds. Existing and potential impacts to the City associated with the COVID-19 outbreak include, but are



not limited to, increasing costs and challenges to the City’s public health system, reductions in tourism
and disruption of the regional and local economy, including triggering an economic recession of unknown
duration, widespread business closures and significantly higher levels of unemployment, with
corresponding decreases in City revenues.

The adverse effects of the COVID-19 outbreak will likely also have an adverse impact on the City’s
retirement system. See “May Update Report” below. While the City’s retirement system is structured for
long term performance, it is likely that the current market value of the City’s retirement fund has been
materially adversely affected given the recent volatility and deterioration in global stock market values.
These declines in market value could result in future increases in required pension fund contributions.

Modifications to Budget Calendar

On March 31, 2020, Mayor Breed announced in a press release that due to the current COVID-19
pandemic, the City’s budget timeline will be delayed for two months. This delay will allow the City to focus
on responding to the public health crisis and provide enough time for City budget staff to develop a plan
to bring current year expenditures into alignment with projected lower revenues and prepare for the
upcoming budget cycle. The additional time is intended to ensure the City’s response to the significant
current year shortfall and upcoming budget deficits are thoughtful and responsible.

Mayor Breed also announced that she will reissue Budget Instructions to departments in May, and
Departments will be instructed to submit new department proposals to aid the Mayor in developing her
balanced budget in June and July. By June 1, 2020, the Mayor plans to introduce a balanced interim
budget to the Board of Supervisors. The Mayor plans to introduce a two-year balanced budget to the
Board of Supervisors by August 1, 2020 for fiscal years 2020-21 and 2021-22. Following the Budget and
Finance Committee Phase and the full Board phase, the budget is planned to go to Mayor Breed for her
approval and signature by October 1, 2020. Also, see “May Update Report” below.

March Joint Report Update

On March 31, 2020, the Mayor, Board of Supervisors Budget Analyst, and Controller released an update
(the “March Joint Report Update”) to the City’s Five-Year Financial Plan (the “Plan” or the “January Joint
Report”). The January Joint Report forecasts City expenditures and revenues for the next five fiscal years.
See APPENDIX A—“CITY AND COUNTY OF SAN FRANCISCO ORGANIZATION AND FINANCES — CITY BUDGET
— Five-Year Financial Plan.” The March Joint Report Update updated the previous projections in the
January Joint Report with new information since January, notably the impacts on the City’s local tax
revenues resulting from the COVID-19 public health emergency (the “COVID-19 Emergency”). Generally,
the March Joint Report Update has been updated and superseded by the May Update described below.

May Update Report

On May 13, 2020, the City released the May Update. The May Update report summarizes current
projections of the City’s General Fund revenue and expenditures for the five-year period from fiscal year
2019-20 through fiscal year 2023-24, and was prepared jointly by the Mayor’s Budget Office, the Board of
Supervisors Budget & Legislative Analyst, and the Controller’s Office. A copy of the May Update may be
found on the City’s investor information website located at https://sfcontroller.org/continuing-
secondary-market-disclosure. Neither the copy of the May Update on the City’s investor relations website
nor any other content on the City’s investor relations website is incorporated by reference herein.
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The report’s assessment of the severity and duration of economic and financial losses have worsened and
changed in some aspects since the March Joint Report Update. In the City’s upcoming budget cycle, the
Mayor and Board of Supervisors will be required to close projected shortfalls totaling $1.7 billion during
the remaining months of the current fiscal year and the upcoming two-year budget period (through fiscal
year 2021-22).

In addition to the projected shortfalls through fiscal year 2021-22, the May Update report projects annual
shortfalls of $1.0 billion in fiscal year 2022-23 and $1.1 billion in fiscal year 2023-24, the last two fiscal
years of the five-year forecast period:

Cumulative Changes in General Fund Supported
Revenues and Expenditures
(S in millions)

Fiscal Year
2019-20  2020-21 2021-22 2022-23 2023-24
Current fiscal year (246.2)
Future fiscal years (753.9) (735.4) (1,016.4) (1,088.5)
Projected shortfalls (246.2) (753.9) (735.4) (1,016.4) (1,088.5)
FY 2019-20 through FY 2021-22 total (1,735.5)

While the March Joint Report Update presented the impacts of both an extended and limited recession,
the May Update report no longer includes a more rapid recovery underpinning a limited impact scenario.
Further, numerous factors, known and unknown, could cause actual results to differ materially from the
projections, including but not limited to a delayed economic and revenue recovery scenario, emergency
expenditures being required for a longer duration and/or loss of expected federal or State aid.

Economic and Revenue Recovery Delayed. As mentioned above, the May Update projections assume a
slower economic recovery begins later in 2020 and continues into subsequent fiscal years. To the extent
that the recovery occurs later or more gradually than assumed in the May Update, tax revenue losses will
exceed those projected in the May Update report. Deeper losses would occur if continued community
exposure to COVID-19 requires a slower resumption of economic activity, or subsequent outbreaks
require re-imposition of public health measures that had been lifted.

Property, business, hotel, and sales tax revenue account for $3.6 billion of the City's General Fund
revenues. More significant economic losses that drive either a deeper loss or slower recovery of these
revenue sources than assumed in the May Update would worsen the projections significantly.

Emergency Expenditures Required for Longer Duration. The City’s response to the public health emergency
has been expansive, and the City projects emergency response expenditures to total approximately $375
million during the current fiscal year alone. These costs include extensive procurement of protective
equipment for medical staff and first responders, operation and augmentation of the City’s public health
system, new congregate and non-congregate housing alternatives for vulnerable residents, and economic
and social support programs for those effected by both the public health and economic emergencies.

Given uncertainty regarding the duration of the public health emergency and nascent financial planning
regarding the need to sustain response programs in upcoming fiscal years, these projections assume no
additional General Fund cost for these programs beyond June 30, 2020. However, sustained emergency and
public health responses will be required.
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Reliance on Federal and State Support. The May Update notes that the City is reliant on federal and State
revenues to support a variety of public health, social, and other government services. These funds account
for approximately 20% of total General Fund revenues. The reliance on federal funds is heightened in the
current emergency, as Federal Emergency Management Agency (“FEMA”) and other federal grant
programs are needed to offset the costs of the City’s emergency response. The May Update projects that
federal sources, including a significant allocation provided under the federal CARES Act for state and local
governments, will offset the majority of emergency costs during the current fiscal year. However, absent
additional allocations from the federal government, CARES Act funds will be largely exhausted in the
current fiscal year. Similarly, the duration of reimbursements from FEMA are unknown and tied to the
duration of the federal emergency. As these federal programs expire, it will significantly decrease non-
City revenues available to offset future local emergency response costs.

Additionally, the City receives funding through the State for a number of human welfare, public health,
and other programs. The public health emergency has significantly weakened the State’s financial
condition. On May 14, 2020, the Governor released a proposed State budget to bridge a projected $54
billion shortfall for the current and upcoming fiscal year. See “Impact of the State of California Budget on
Local Finances.” To the extent that the State’s budget challenge results in reductions in funding for local
governments, it may increase General Fund shortfalls accordingly. Projections in the May Update report
assume no loss of federal or State aid.

Other Key Assumptions. The May Update report includes projections of all General Fund expenditures
and revenues for fiscal years 2019-20 through 2023-24 and assumes current service levels and adopted
policies. The City is required to adopt and maintain balanced budgets.

The Mayor’s Office has indicated they intend to submit a plan to offset projected revenue losses in the
current fiscal year (fiscal year 2019-20) in the coming weeks. The Board Budget and Appropriations
Committee has scheduled a hearing in May to review this plan. In its projections of fund balance available
to support future fiscal years, the May Update assumes that a plan to bridge the $246 million projected
fiscal year 2019-20 shortfall will be enacted in the current year.

Nine-Month Report for Fiscal Year 2019-20. The May Update includes the Controller’s nine-month
update on fiscal year 2019-20 revenue and expenditures as required by Charter Section 3.105, with
information and projections as of April 15, 2020 (“Nine Month Report”). The Nine Month Report shows
a fiscal year 2019-20 mid-year shortfall of $246.2 million, as shown in the table below.

[Remainder of Page Intentionally Left Blank]
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FY 2019-20 Project General Fund Variances to Budget
(S in millions)

FY 2018-19 Ending Fund Balance 504.7
Appropriation in the FY 2019-20 Budget (210.6)
A. FY 2019-20 Starting Fund Balance 294.0
Citywide Revenue Surplus / (Shortfall) (436.0)
Baseline Contributions 103.8
Departmental Operations 123.7
Approved Supplemental Appropriations 2.2
Projected Use of General Reserve (2.2)
B. Current Year Revenues and Expenditures (208.5)
Deposit to Budget Stabilization Reserve (66.8)
Deposit to Budget Stabilization One-Time Reserve 66.8
Deposit to Budget Savings Incentive Fund -
C. Withdrawals from / (Deposits) to Reserves -
D. FY 2019-20 Projected Ending Balance 85.5
E. Previously Projected Available for Budget Years 331.7
F. FY 2019-20 Mid-Year Shortfall (246.2)

Citywide revenues are anticipated to be $436.0 million below budget, a decline of $542.8 million from the
budget status update on revenues and expenditures through the first six months of the year issued by the
Controller’s Office in February 2020 (the “Six Month Report”). Formula-driven voter-mandated baseline
spending requirements are projected to be $103.8 million below budget as a result of projected revenue
declines.

The Controller’s Office projects a net departmental operating surplus of $123.7 million. At the time of the
Six-Month report, several departments anticipated requesting overtime supplemental appropriations in
annual operating funds, as required by Administrative Code Section 3.17. This requirement is currently
superseded by the Mayor’s Emergency Declaration.

Given a significant projected revenue shortfall and as permitted by the authorizing legislation, the
Controller has suspended deposits to the Citywide Budget Savings Incentive Fund, and no deposits to
other reserves are projected. The funded level of the City’s economic stabilization reserves remains at the
target of 10% of General Fund revenue, absent appropriation of these reserves by policymakers. Due to
revenue losses in the 