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Board of Directors
Tenderloin Neighborhood Development Corporation and Affiliates
San Francisco, California

INDEPENDENT AUDITOR’S REPORT

Report on the Financial Statements

We have audited the accompanying combined financial statements of Tenderloin Neighborhood Development
Corporation, a California nonprofit pubic benefit corporation, and Affiliates, which comprise the combined statements
of financial position as of December 31, 2013 and 2012, and the related combined statements of activities, and cash
flows for the years then ended, and the related notes to the combined financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these combined financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of combined
financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these combined financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General
of the United States. Those standards require that we plan and perform the audits to obtain reasonable assurance about
whether the combined financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
combined financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of
the risks of material misstatement of the combined financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the
combined financial statements in order to design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness
of significant accounting estimates made by management, as well as evaluating the overall presentation of the combined
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.
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Opinion

In our opinion, the combined financial statements referred to above present fairly, in all material respects, the
combined financial position of Tenderloin Neighborhood Development Corporation and Affiliates as of December 31,
2013 and 2012, and the changes in its net assets and its cash flows for the years then ended, in accordance with
accounting principles generally accepted in the United States of America.

Other Matter

Our audits were conducted for the purpose of forming an opinion on the basic combined financial statements
taken as a whole. The accompanying supplementary information on pages 40 through 71, is presented for purposes of
additional analysis and is not a required part of the basic combined financial statements. Such information is the
responsibility of management and was derived from and relates directly to the underlying accounting and other records
used to prepare the basic combined financial statements. The information has been subjected to the auditing procedures
applied in the audit of the basic combined financial statements and certain additional procedures, including comparing
and reconciling such information directly to the underlying accounting and other records used to prepare the basic
combined financial statements or to the basic combined financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In our opinion,
the information is fairly stated in all material respects, in relation to the basic combined financial statements as a whole.

Report on Other Legal and Requlatory Requirements

In accordance with Government Auditing Standards, we have also issued a report dated June 23, 2014 on our
consideration of Tenderloin Neighborhood Development Corporation and Affiliates’ internal control over financial
reporting and on our tests of their compliance with certain provisions of laws, regulations, contracts and grant
agreements, and other matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering Tenderloin Neighborhood Development Corporation and Affiliates’
internal control over financial reporting and compliance.

June 23, 2014



TENDERLOIN NEIGHBORHOOD DEVELOPMENT CORPORATION

AND AFFILIATES

COMBINED STATEMENTS OF FINANCIAL POSITION

DECEMBER 31, 2013 AND 2012

ASSETS

Current assets:
Unrestricted cash and cash equivalents
Rent receivable — net of allowances for uncollectible accounts
of $195,887 and 224,009, for 2013 and 2012, respectively (Note 4)
Contributions receivable — current portion (Note 5)
Government contracts receivable (Note 6)
Other receivables (Note 7)
Related-party receivables — current portion (Note 8)
Prepaid expenses and deposits — current portion (Note 9)
Total current assets

Restricted cash and deposits (Note 3)

Contributions receivables — net of current portion (Note 5)
Related-party receivables — net of current portion (Note 8)
Prepaid expenses and deposits — net of current portion (Note 9)
Investments (Note 10)

Developments in progress (Note 13)

Investment in other companies (Note 11)

Property and equipment — net (Note 14)

Deferred costs — net (Note 15)

Total assets

2013 2012
$ 15,022,044 $ 19,172,563
429,209 279,351
103,872 165,458
348,675 371,203
962,836 863,813
34,040 34,600
1,563,269 1,506,469
18,463,945 22,393,457
39,925,612 27,161,503
25,000 25,000
34,031 68,061
4,773,521 4,714,409
10,079,887 9,259,692
16,909,468 13,754,659
106,695 -
396,765,499 412,559,085
2,609,670 2,856,468

$ 489,693,328

$ 492,792,334

The accompanying notes are an integral part of these financial statements.
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TENDERLOIN NEIGHBORHOOD DEVELOPMENT CORPORATION

AND AFFILIATES

COMBINED STATEMENTS OF FINANCIAL POSITION

DECEMBER 31, 2013 AND 2012

LIABILITIES AND NET ASSETS

Current liabilities:
Accounts payable and accrued expenses
Development costs payable
Deferred revenue — current portion (Note 21)
Interest payable — current portion (Note 16)
Notes payable — current portion (Note 16)
Ground leases payable — current portion (Note 20)
Other liabilities (Note 18)

Total current liabilities

Security deposits

Deferred revenue — net of current portion (Note 21)
Derivative financial instruments (Note 17)

Interest payable — net of current portion (Note 16)

Notes payable — net of current portion (Note 16)

Ground leases payable — net of current portion (Note 20)

Total liabilities

Net assets:
Unrestricted:
Controlling interests
Non-controlling interests
Total unrestricted
Temporarily restricted (Note 23)
Permanently restricted (Note 24)

Total net assets

Total liabilities and net assets

2013 2012
$ 2212499 $ 2220872
649,517 3,088,042
2,432,463 1,947,987
378,879 367,442
2,052,066 2,298,913
771,316 1,070,515
250,000 -
8,746,740 10,993,771
1,158,848 1,110,581
7,639,672 8,387,726
1,493,698 2,165,152
44,324,608 43,109,771
289,232,865 297,923,314
2,951,198 2,378,920
355,547,629 366,069,235
35,664,913 33,128,198
92,182,504 87,289,994
127,847,417 120,418,192
5,108,282 5,389,907
1,190,000 915,000

134,145,699

126,723,099

$ 489,693,328

$ 492,792,334

The accompanying notes are an integral part of these financial statements.






TENDERLOIN NEIGHBORHOOD DEVELOPMENT CORPORATION
AND AFFILIATES
COMBINED STATEMENTS OF ACTIVITIES
YEARS ENDED DECEMBER 31, 2013 AND 2012

Support and revenue:
Rental income — net
Commercial income (Note 26)
Program service fees
Contributions

NeighborWorks America grants (Notes 22 and 24)

Revenue from special events

Less: cost of special events

Interest and investment income

Net realized and unrealized gain on investments
Operating subsidy grants (Note 21)

Other income

Net assets released from restrictions (Note 23)

Total support and revenue

Expenses:
Program services
Management and general
Fundraising

Total expenses
Change in net assets before other gains (losses)

Other gains (losses):
Transfer of receivables
Insurance proceeds (Note 27)
Loss on retirement of fixed assets

Change in net assets before
capital contributions and distributions

Capital contributions and distributions
Capital contributions — controlling interest
Syndication costs — controlling interest
Capital contributions — non-controlling interest
Capital distributions — non-controlling interest

Change in net assets

Net assets, beginning of year

Net assets, end of year

Reconciliation of net assets:
Controlling interest:
Beginning of year
Capital contributions
Syndication costs
Change in net assets
End of year

Non-controlling interest:
Beginning of year
Capital contributions
Capital distributions
Change in net assets
End of year

Net assets, end of year

2012
Temporarily Permanently
Unrestricted Restricted Restricted Total
$ 25,002,156 $ - $ - $ 25,002,156
2,140,498 - - 2,140,498
1,420,956 - - 1,420,956
3,958,560 678,879 - 4,637,439
162,250 42,000 290,000 494,250
258,395 300,517 - 559,412
(203,160) (174,274) - (377,434)
275,602 - - 275,602
579,518 - - 579,518
977,130 - - 977,130
693,525 - - 693,525
831,440 (831,440) - -
36,097,370 15,682 290,000 36,403,052
41,148,231 - - 41,148,231
1,377,841 - - 1,377,841
578,415 - - 578,415
43,104,487 - 43,104,487
(7,007,117) 15,682 290,000 (6,701,435)
24,884 - - 24,884
7,285,302 - - 7,285,302
(60.979) - - (60,979)
242,090 15,682 290,000 547,772
99 - - 99
(174,455) - - (174,455)
3,566,074 - - 3,566,074
(145.862) - - (145.862)
3,487,946 15,682 290,000 3,793,628
116,930,246 5,374,225 625,000 122,929.471
$ 120,418,192 $ 5,389,907 $ 915,000 $ 126,723,099
$ 30,224,538
99
(174,455)
9,026,778
39,076,960
92,704,933
3,566,074
(145,862)
(8.479,006)
87,646,139
S 126723099

The accompanying notes are an integral part of these financial statements.
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TENDERLOIN NEIGHBORHOOD DEVELOPMENT CORPORATION

AND AFFILIATES

COMBINED STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2013 AND 2012

Cash flows from investing activities:
Net (increase) decrease in restricted cash and deposits
Purchase of investments
Net increase in development in progress
Net (increase) decrease in property and equipment
(Payment) adjustment for deferred costs
Increase in investment in other companies

Net cash used in investing activities

Cash flows from financing activities:
Capital contributions — non-controlling interest
Capital contributions — controlling interest
Capital distributions — non-controlling interest
Payment of syndication costs
Proceeds from notes payable
Payment of notes payable
Payment for development in progress

Net cash provided by financing activities
Increase (decrease) in unrestricted cash and cash equivalents
Unrestricted cash and cash equivalents, beginning of year

Unrestricted cash and cash equivalents, end of year

Supplementary information:
Cash paid for interest (net of capitalized interest)
Noncash investing and financing activities:
Assets acquired by assuming current liabilities

2013 2012
(12,764,109) 10,629,441
(202,011) (217,395)
(4,000,360) (3,892,484)
2,692,984 (19,276,932)
35,107 (243,443)
(106,695) -

(14,345,084)

(13,000,813)

12,900,848

(125,822)
3,984,284
(9,398,935)
(3,088,042)

3,566,074
99
(145,862)
(174,455)
22,620,631
(9,281,236)
(11,100,332)

4,272,333 5,484,919
(4,150,519) 8,512,519
19,172,563 10,660,044

$ 15,022,044 $ 19,172,563

$ 2,181,076 S 2,041,093

$ 649,517 $ 3,088,042

The accompanying notes are an integral part of these financial statements.
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TENDERLOIN NEIGHBORHOOD DEVELOPMENT CORPORATION
AND AFFILIATES
NOTES TO COMBINED FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2013 AND 2012

NOTE 1 - ORGANIZATION AND NATURE OF ACTIVITIES

Tenderloin Neighborhood Development Corporation (TNDC) was formed as a California nonprofit public
benefit corporation on June 16, 1981. Its mission is to provide affordable housing and services for low-income people in
the Tenderloin and throughout San Francisco and to promote equitable access to opportunity and resources.

TNDC’s programs include housing management services, tenant services, housing development and
community organizing. Tenant services include, among others, the Tenderloin After-School Program (TASP) and social
work services. In addition, TNDC owns real properties located in San Francisco, California which provide housing for
low and moderate income individuals and families. These real properties are included in these combined financial
statements as directly-owned properties.

TNDC is affiliated with and under common board control or majority board control with other not-for-profit
corporations which have been formed either as supporting entities to TNDC, or as instruments to further TNDC’s
organizational objectives. TNDC is also affiliated with limited liability companies (LLCs) holding a controlling general
partner interest in their respective limited partnerships providing affordable housing, serving individuals and families,
and community-serving commercial rentals. These entities, which are included in the combined financial statements of

TNDC in accordance with generally accepted accounting principles, are:

e TNDC Supporting Fund (TSF), a 509(a)(3) tax exempt corporation, established in December 2006 to engage in
activities that support the purposes of TNDC.

e  Not-for-profit corporations and single-member LLCs holding a controlling general partner interest in their
respective limited partnerships providing affordable housing:

Not-For-Profit Corporations Ownership
and LLC’s Limited Partnership(s) Interest
44 McAllister GP LLC 44 McAllister Associates, L.P. 0.01%
1036 Mission GP LLC 1036 Mission, L.P. 0.01%
Alexander GP LLC AR Preservation, L.P. 0.01%
Ambassador SRO, Inc. Ambassador SRO Associates, L.P. 0.01%
Antonia GP LLC AM Preservation, L.P. 0.10%
Eddy Street, Inc. Ritz Hotel, L.P. 99.00%
Eddy and Taylor Housing GP LLC Eddy and Taylor Associates, L.P. 0.01%
Ellis Street, Inc. Curran House Limited Partnership 0.01%
Ellis Street Associates 0.01%
Maria GP LLC MM Preservation, L.P. 0.10%
McAllister Street, Inc. McAllister Street Associates 1.00%
Turk Street, Inc. Dalt Hotel, L.P. 0.01%
West Hotel, L.P. 0.01%
Alabama Street Senior Housing Associates 0.01%
Alabama Street Housing Associates 0.01%
220 Golden Gate Associates, L.P. 0.01%

Folsom/Dore Associates 0.009%

Rosa Parks IT GP LLC Rosa Parks II, L.P. 99.00%
TNDC-GP, LLC Klimm Apartments, L.P. 0.01%

Turk & Eddy GP LLC Turk & Eddy Associates, L.P. 30.00%
Polk Senior Housing LLC Polk Senior Housing Associates, L.P. 0.01%
10M Housing GP LLC © 10M Associates, L.P. 0.01%
Howard Street Development Corporation 1166 Howard Street Associates 0.01%
Franciscan Towers GP LLC Franciscan Towers Associates, L.P. 1.00%



TENDERLOIN NEIGHBORHOOD DEVELOPMENT CORPORATION
AND AFFILIATES
NOTES TO COMBINED FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2013 AND 2012

e 220 Golden Gate Historic Corporation is a California C corporation, which owns 0.01% of general partner
interest of 220 Golden Gate Master Tenant, L.P.

e LLC’s directly owning projects or parcels:

5H GP LLC, a limited liability company, where Turk Street Inc. is the sole member.
— 220 Golden Gate Clinic LLC, where Turk Street, Inc. is the sole member.

— 1166 Howard Street Commercial, LLC, which owns the ground floor commercial parcel of the 8" and
Howard project, where TNDC is the sole member.

— Alabama Street Commercial, LLC, which owns commercial spaces at the Mosaica projects, where Turk
Street Inc. is the sole member.

e Non profit affiliate corporations directly owning Projects:

— Haight Street Senior Housing, Inc., a single-purpose not-for-profit corporation provides affordable
housing.

— O’Farrell Senior Housing, Inc., a single-purpose not-for-profit corporation provides affordable housing.

e 1400M Consulting LLC, where Turk Street, Inc. is the sole member.

Certain entities included in the combined financial statements also hold limited partner interests or land
ownership in limited partnerships providing affordable housing as follows:

e  Entities holding limited partner interests in limited partnerships providing affordable housing:

Ownership
Entity Limited Partnership(s) Interest

Taylor Family Housing, Inc. 1036 Mission Associates, L.P. 99.99%
Eddy and Taylor Associates, L.P. 99.99%

Rosa Parks II, L.P. 1.00%

10M Associates, L.P. ) 99.99%

Franciscan Towers Associates, L.P. 99.00%

220 Golden Gate Historic Corporation 220 Golden Gate Associates, L.P. 74.99%
220 Golden Gate Master Tenant, L.P. 220 Golden Gate Associates, L.P. 25.00%
TNDC Turk & Eddy Associates, L.P. 70.00%
TNDC McAllister Street Associates 99.00%

" TNDC owned a 99% general partner interest in Rosa Parks II, L.P. effective October 21, 2009. Rosa Parks IT GP
LLC, where Turk Street Inc., is the sole member, replaced TNDC on June 15, 2012 as the general partner.

@ Both entities were dissolved in 2013 after the Mid-Market land was sold to a third-party (see Note 18).
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TENDERLOIN NEIGHBORHOOD DEVELOPMENT CORPORATION
AND AFFILIATES
NOTES TO COMBINED FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2013 AND 2012

©  California Pacific Housing Fund, L.P. was the limited partner for McAllister Street Associates, where it owned a

99% limited partner interest. Effective June 1, 2012, California Pacific Housing Fund, L.P. withdrew its limited
partnership interest in the amount of $356,145 and transferred it to TNDC (see Note 12).

e Single purpose not-for-profit corporations holding ownership of land on which affordable housing projects
owned by limited partnerships were built:

Not-For-Profit Corporation Limited Partnership(s)
Taylor Family Housing, Inc. Curran House Limited Partnership
West Hotel SRO, Inc. West Hotel, L.P.
Howard Street Development Corporation Polk Senior Housing Associates, L.P.

Entity Excluded From Combined Financial Statements

The combined financial statements do not include the following entity where TNDC’s officers and/or board are
deemed not to have control. The entity is accounted for under the equity method of accounting (see Note 11):

Limited Liabilities Company Limited Partnership

Mercy Eden House LLC Eden House, L.P.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of Combination

Not-for-Profit Corporations

The combined financial statements include the accounts of TNDC and other not-for-profit entities that are
commonly controlled by TNDC’s Officers or Board of Directors, including those not-for-profit entities that are
majority controlled by TNDC. Other not-for-profit entities, over which TNDC does not exercise majority
control, are not included in the combined financial statements.

Limited Liabilities Companies

The combined financial statements include the accounts of single-member LLCs that are commonly controlled
by TNDC’s Officers or Board of Directors. Other co-member LLCs, over which TNDC does not exercise
majority control, are not included in the combined financial statements.

Limited Partnerships

Partnerships that are controlled by TNDC or its affiliated not-for-profit and LLC entities are included in the
combined financial statements. Partnerships over which TNDC or its affiliates do not exercise majority control
are included in the financial statements using the equity method of accounting.

The general partnership interests generally range from .009% to 99% with the remainder of the partnership’s
equity held by one or more limited partner(s) and shown as non-controlling interests in unrestricted net assets
except for the limited partnership interests of TNDC and its affiliates which are shown as controlling interests
in unrestricted net assets.
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TENDERLOIN NEIGHBORHOOD DEVELOPMENT CORPORATION
AND AFFILIATES
NOTES TO COMBINED FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2013 AND 2012

All material intercompany balances and transactions have been eliminated in the combined financial
statements.

Accounting Method

TNDC and affiliates use the accrual method of accounting, which recognizes income in the period earned and
expenses when incurred, regardless of the timing of payments.

Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates.

Basis of Presentation

The combined financial statements are presented in accordance with generally accepted accounting principles,
which require that financial statements are presented on the basis of unrestricted, temporarily restricted and permanently
restricted net assets predicated on the existence of donor-imposed restrictions.

The combined financial statements generally reflect the same classification of net assets as appears on the
individual financial statements of each affiliated entity, except for the unamortized portion of forgivable loans from
HUD under the Section 202 program, which is recorded as temporarily restricted net assets in the combined financial
statements (see Note 23).

Business Combination

TNDC and affiliates acquire interests in partnerships, limited liability companies or other entities that own real
estate. At the time of acquisition, TNDC and affiliates consider whether the acquisition represents an acquisition of a
business. The Corporation accounts for an acquisition as a business combination where an integrated set of activities is
acquired in addition to the property. When the acquisition of partnerships, limited liability companies or other entities
does not represent a business, it is accounted for as an acquisition of a group of assets and liabilities. The cost of the
acquisition is allocated to the assets and liabilities acquired based upon their relative fair values.

TNDC and affiliates may obtain control of an acquiree in which they held an equity interest immediately
before the acquisition date, which they consider to be a business combination achieved in stages. In a business
combination achieved in stages, TNDC and affiliates remeasure their previously held equity interest in the acquiree at
their acquisition-date fair value and recognize the resulting gain or loss, if any, in the combined statements of activities.

TNDC and affiliates account for each business combination by applying the acquisition method. TNDC and
affiliates measure the identifiable assets acquired and the liabilities assumed at their acquisition-date fair values. For
each business combination, TNDC and affiliates measure any non-controlling interest in the acquiree either at fair value
or at the non-controlling interest’s proportionate share of the acquiree’s identifiable net assets. When a business
combination involves an acquisition of affordable housing and related projects with long term restrictions on
affordability and use, TNDC and affiliates measure the identifiable assets acquired, liabilities assumed and
non-controlling interests, if any, at their acquisition-date carrying values because there is no readily available market
information with similar terms and restrictions.

12



TENDERLOIN NEIGHBORHOOD DEVELOPMENT CORPORATION
AND AFFILIATES
NOTES TO COMBINED FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2013 AND 2012

Revenue Recognition

Contributions

Contributions are recognized as revenue when they are unconditionally communicated. Grants represent
contributions if resource providers receive no value in exchange for the assets transferred. Contributions are
recorded at their fair value as unrestricted support, temporarily restricted support, or permanently restricted
support, depending on the absence or existence of donor imposed restrictions, as applicable. When a restriction
expires (that is when a stipulated time restriction ends or purpose restriction is accomplished), temporarily
restricted net assets are reclassified to unrestricted net assets and reported in the Combined Statements of
Activities as net assets released from restrictions. Contributions restricted for the purchase of long-lived assets
are reported as unrestricted support.

Contributed services are stated at their estimated fair value, if they are ordinarily purchased and are of a
specialized nature. Many individuals volunteer their time and donate their goods to assist TNDC and affiliates
in carrying out their programs. The value of contributed services and goods meeting the requirements for
recognition in the combined financial statements were $66,132 and $51,426 in 2013 and 2012, respectively.
These amounts are included as contributions in the accompanying Combined Statements of Activities.

Government Contracts

Government contracts are shown as unrestricted program service fees.

Rental Income

Revenue from resident fees, rents and services is recognized in the period rendered. Rental income is shown at
its maximum gross potential. Vacancy loss and concessions are shown as a reduction of rental income. Rental
units occupied by employees are included in rental income and as an expense of operations. Rental income is
received under short-term residential leases.

Developer Fees

TNDC earns fees for development of properties and generally recognizes fees as earned over the development
period.

Developer fee profits recognized from combined affiliates or consolidated subsidiaries are eliminated as
intercompany transactions. TNDC estimates that 70% of its developer fees cover related project costs. Project
costs include costs of development, such as consultants, allocated internal salaries and benefits, related
overhead, and other non-reimbursed fees that are ordinarily capitalized. Therefore, real property costs have
been reduced by 30% of the developer fees, amounting to $4,207,729 and $4,461,288 in 2013 and 2012,
respectively.

Management Revenue and Related Accounts

TNDC provides property management, bookkeeping and asset management services. TNDC also provides
marketing and other services. Income is earned in accordance with the terms of the agreements and recorded as revenue.
Such intercompany revenue has been eliminated in the combined financial statements.

13



TENDERLOIN NEIGHBORHOOD DEVELOPMENT CORPORATION
AND AFFILIATES
NOTES TO COMBINED FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2013 AND 2012

Cash and Cash Equivalents

Cash is defined as cash in demand deposit accounts as well as cash on hand. Not included as cash are funds
restricted as to their use, regardless of liquidity, such as tenant security deposits, replacement reserves, operating
reserves and other reserves. TNDC and certain affiliates maintain cash on deposit at banks in excess of the Federal
Deposit Insurance Corporation limit. The uninsured cash balances, including restricted accounts, were approximately
$33,687,000 as of December 31, 2013. TNDC and affiliates have not experienced any losses in such accounts.

Cash equivalents are highly liquid investments that are readily convertible to known amounts of cash.
Generally, money market accounts and investments with original maturities of three months or less qualify as cash

equivalents.

Allowances for Uncollectible Accounts

The allowances for uncollectible accounts are determined on specific identification basis, based upon
management’s assessment. Based on an assessment of the customer’s current credit worthiness, an estimate of the
balance that may not be collected is made. In addition, an amount of estimated credit losses on the aggregate remaining
accounts receivable is made based on past collection experience. Once all efforts to collect have been undertaken, the
unpaid balance is written off as a charge to the allowance for doubtful accounts or loan losses. Subsequent recoveries, if
any, are credited to the allowance.

TNDC and certain affiliated partnerships record an allowance for doubtful collections based on a review of
outstanding receivables, existing economic conditions or specific situations. The allowance for doubtful collections
were $195,887 and $224,009 as of December 31, 2013 and 2012, respectively.

Management elects to record bad debts using the direct write-off method related to rents for certain affiliated
partnerships. Accounting principles generally accepted in the United States of America require that the allowance
method be used to reflect bad debts. However, the effect of the use of the direct write-off method is not materially
different from the result that would have been obtained had the allowance method been followed.

Investments

Under generally accepted accounting principles, fair value is defined as the price that would be received to sell
an asset or paid to transfer a liability (i.e., the “exit price”) in an orderly transaction between market participants at the
measurement date.

Generally accepted accounting principles establish a fair value hierarchy for inputs used in measuring fair
value that maximizes the use of observable inputs and minimizes the use of unobservable inputs by requiring that the
most observable inputs be used when available. Observable inputs are those that market participants would use in
pricing the asset or liability based on market data obtained from sources independent of TNDC and affiliates.
Unobservable inputs, if any, reflects TNDC and affiliates’ assumptions about the inputs market participants would use
in pricing the asset or liability developed based on the best information available in the circumstances. The fair value
hierarchy is categorized into three levels based on the inputs as follows:

Level 1 — Valuations based on unadjusted quoted prices in active markets for identical assets or liabilities that
TNDC and affiliates have the ability to access at measurement date. Valuation adjustments and block discounts
are not applied to Level 1 securities. Since valuations are based on quoted prices that are readily and regularly
available in an active market, valuation of these securities does not entail a significant degree of judgment.

Level 2 — Valuations based on significant inputs that are observable, either directly or indirectly or quoted

prices in markets that are not active, that is, markets in which there are few transactions, the prices are not
current or price quotations vary substantially either over time or among market makers.
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Level 3 — Valuations based on inputs that are unobservable and significant to the overall fair value
measurement.

The availability of valuation techniques and observable inputs can vary from security to security and is
affected by a wide variety of factors, including the type of security, whether the security is new and not yet established
in the marketplace, and other characteristics particular to the transaction. To the extent that valuation is based on models
or inputs that are less observable or unobservable in the market, the determination of fair value requires more judgment.
Those estimated values do not necessarily represent the amounts that may be ultimately realized due to the occurrence
of future circumstances that cannot be reasonably determined. Because of the inherent uncertainty of valuation, those
estimated values may be materially higher or lower than the values that would have been used had a ready market for
the securities existed.

Marketable Securities

The fair value of marketable securities is generally based on quoted prices in active markets. Marketable
securities are generally categorized in Level 1 of the fair value hierarchy.

Real Estate Investment Trust

Real estate investment trust is generally not traded in the public market and is subject to certain time
restrictions on resale. This investment is carried at estimated fair value determined by the general partner of
each fund. The fair value estimate is usually based on net asset value provided by the fund, supported by the
respective independently audited financial statements. Real estate investment trust is generally categorized in
Level 3 of the fair value hierarchy.

Management does not attempt to value time-restricted investment at other than net asset value because
management intends to hold the investment until time restriction expires.

Fair Value of Financial Instruments

The carrying value of cash and cash equivalents approximates fair value due to the short-term maturity of these
instruments. It is not practicable for management to estimate the fair value of accounts and notes receivable, notes
payable, equity investments and financial guarantees because of the nature of such instruments and because there is no
readily available market information for financial instruments with similar terms.

Investments in Other Companies

Investments in other companies, over which TNDC’s officers and/or board are deemed to have 100% or
majority control, are eliminated in the combined financial statements.

Developments in Progress

TNDC and affiliates incur costs during the predevelopment phase of each affordable housing project
undertaken. Such costs include governmental fees, legal and consulting fees, and supplies needed to investigate the
feasibility and arrange for the financing of each project under construction, as well as relocation and construction costs.
TNDC and affiliates record these costs as assets (developments in progress) and the costs are usually recoverable from
the projects either from loan proceeds, limited partner contributions or net cash flows generated by project operations.

Any funds expended on a project that do not pass beyond the development stage are recorded as expenses

when further activity on the project ceases. TNDC and affiliates wrote off unrealizable development in progress in the
amount of $1,495,068 and $-0- at December 31, 2013 and 2012, respectively (see Note 18).
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Developments in progress include cost of construction or rehabilitation of housing projects or certain other
rehabilitation on existing housing properties that have not been completed. Developments in progress are not
depreciated until the completion of the development.

TNDC and affiliates capitalize interest during development as a component of development in progress. TNDC
and affiliates capitalized interest of $1,420,080 and $1,410,564 during 2013 and 2012, respectively.

Property and Equipment and Deferred Costs

Property and equipment are stated at cost of acquisition or construction, or fair value if donated. Depreciation
is computed using the straight-line method over the estimated useful lives of the assets. Maintenance, repair, and
renewals, which neither materially add to the value of the property nor appreciably prolong its life, are charged to
expense as incurred.

Deferred costs are incurred in order to obtain permanent financing, land lease and tax credits for the properties.
Deferred costs are stated at cost and amortized on a straight-line basis. Organization costs are expensed as incurred.

The useful lives of the assets are estimated as follows:

Buildings and improvements 5 to 40 years
Furniture, fixtures and equipment 3 to 15 years
Leasehold improvements 15 years
Tax credit costs 10 years
Permanent loan costs 5to 55 years
Land lease acquisition costs 40 to 60 years
Interest rate cap 5 years

In accordance with generally accepted accounting principles, TNDC and affiliates review their investment in
real estate for impairment whenever events or changes in circumstances indicate that the carrying value of such property
may not be recoverable. Recoverability is measured by a comparison of the carrying amount of the real estate to the
future net undiscounted cash flows expected to be generated by the rental property, including the low-income housing
tax credits and any estimated proceeds from the eventual disposition of the real estate. If the real estate is considered to
be impaired, the impairment to be recognized is measured at the amount by which the carrying amount of the real estate
exceeds the fair value of such property. There were no impairment losses recognized in 2013 and 2012.

Land

Purchased land is carried at cost. Donated land is carried at estimated fair market value at the date of donation.

Ground Leases

Leasehold interests of several combined entities are not subject to capitalization and thus are accounted for as
operating leases. Prepaid ground leases are an allocation of the total cost of the property which are amortized over the
respective lease terms.

Ground lease payments may include base, residual, and contingent portions. Ground lease payments on base
rents are unconditionally paid from operations. Ground lease payments on residual rents are subject to the existence of
excess cash in the future, which is a contingency that cannot be reasonably predicted. Ground lease expense on
contingent rent is recorded and paid at the time that the contingency is eliminated based on the existence of excess cash
(see Note 20).
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Income Taxes

TNDC and the other not-for-profit corporations are tax exempt pursuant to the Internal Revenue Code Section
501(c)(3) and related California code sections. The income or loss from the partnerships is reported by the partners on
their income tax returns.

No income tax provision has been included in the combined financial statements for the single member LLCs
which are generally considered disregarded entities. The income and loss of the LLCs is included in the tax returns for
their respective sole members. Only the annual California limited liability company minimum tax and the annual fee
appear as expense in the combined financial statements.

TNDC and affiliates believe that they have appropriate support for any tax positions taken, and as such, do not
have any uncertain tax positions that are material to the financial statements. TNDC and affiliates’ federal and state
income tax returns for the years 2009 through 2012 are subject to examination by regulatory agencies, generally for
three years and four years after they were filed for federal and state, respectively.

Guarantees

Generally accepted accounting principles require a liability to be recorded for the fair value of the stand ready
obligation associated with a guarantee issued after December 31, 2002. Guarantees issued between entities under
common control or on behalf of an entity under common control are excluded. Consequently, no liabilities have been

recorded as all guarantees are considered to be issued to entities under common control (see Note 27).

Allocation of Partnership Income/Loss and Tax Credits

The affiliated partnerships are generally expected to generate low-income housing credits, which will be
allocated in the same manner as the income or loss of each partnership. Because the limited partners’ losses are limited
to their investments, the limited partners’ equity will not be reduced below zero unless future capital contributions will
be made in an amount sufficient to absorb the losses. All remaining losses are allocated to the general partners. Any
subsequent income allocable to the limited partners is allocated to the general partners first until the general partners’
share of that income offsets the losses not previously recognized by the limited partners.

Functional Expenses Allocation

The costs of providing program services and supporting services are summarized on a functional basis in the
combined statements of activities. Accordingly, certain costs have been allocated among program services and
supporting services based on estimates of employees’ time incurred and on usage of resources.

Subsequent Events

Management has evaluated subsequent events through June 23, 2014, the date on which the financial
statements were available to be issued.
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NOTE 5 - CONTRIBUTIONS RECEIVABLE

Contributions receivable are summarized as follows:

TNDC
2013 2012

Unrestricted contributions $ 78872 $ 142,461
Temporarily restricted contributions:

Restricted by time - 500

Restricted for housing development 25,000 22,497

Restricted for earthquake/disaster 25,000 25,000

Total contributions receivable $ 128872  § 190,458
Amounts expected to be received in:

Less than one year $ 103,872  § 165,458

One year or more $ 25000 $ 25,000
NOTE 6 - GOVERNMENT CONTRACTS RECEIVABLE

Government contracts receivable consist of the following:
2013
TNDC Affiliates Total

City and County of San Francisco:

Community Development Block Grant $ 38,144 $ - 8 38,144

Department of Public Health 22,228 106,817 129,045

Department of Human Services 30,435 69,722 100,157

Department of Children, Youth and Their Families 47,823 - 47,823

Operating subsidy (see Note 21) - 33,506 33,506
Total government contracts receivable $ 138,630 $ 210,045 $ 348,675
Amounts expected to be received in:

Less than one year $ 138,630 $ 210,045 $ 348,675
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2012
TNDC Affiliates Total

City and County of San Francisco:

Community Development Block Grant $ 29,153 $ - 8 29,153

Department of Public Health - 123,006 123,006

Department of Human Services 12,328 23,889 36,217

Department of Children, Youth and Their Families 11,367 - 11,367

Operating subsidy (see Note 21) - 171,460 171,460
Total government contracts receivable $ 52,848 $ 318,355  $ 371,203
Amounts expected to be received in:

Less than one year $ 52,848 $ 318,355  $ 371,203

TNDC and affiliates evaluates their receivables based on government versus non-government credit quality
indicator. This indicator is reviewed and updated at least, annually. Management likewise determined that receivables
that are past twelve months from the end of the transaction month are deemed to be past due. There are no past due
government contracts receivable and management has determined that the full amount of government contracts
receivable as of December 31, 2013 will be received during 2014.

NOTE 7 - OTHER RECEIVABLES

Other receivables are summarized as follows:

2013
TNDC Affiliates Total
Property tax refund $ 645 $ 427,063 $ 427,708
Other 157,974 377,154 535,128
Total other receivables $ 158,619 $ 804,217  $ 962,836
Amounts expected to be received in:
Less than one year $ 158,619 § 804,217  § 962,836
2012
TNDC Affiliates Total
Property tax refund $ 2,250 $ 483,726 $ 485,976
Other 141,661 236,176 377,837
Total other receivables $ 143,911  $ 719,902 $ 863,813
Amounts expected to be received in:
Less than one year $ 143,911  $ 719,902 $ 863,813
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TNDC and certain affiliated entities advanced payments for property taxes pending receipt of the property tax
exemption of certain affordable housing projects. Once the property tax exemption for an affordable housing project is
received, the process of requesting for a refund starts. While the approval process and the actual receipt of refunds
involve a considerable amount of time, management believes that the full amount of property tax refunds are collectible.

TNDC and affiliates evaluate the above receivables based on government versus non-government credit quality
indicator. This indicator is reviewed and updated at least, annually. Management likewise determined that, except for
property tax refunds, receivables that are past twelve months from the end of the transaction year are deemed to be past
due. Property tax refunds are deemed to be past due after twelve months from the end of the transaction year that the
property tax exemption is received. Details for 2013 and 2012 follow:

2013
Non-
Government  Government Total Current Past Due Total
Property tax refund $ 427,708 $ - $ 427,708 | $ - $ 427,708 $§ 427,708
Other - 535,128 535,128 535,128 - 535,128
Total $ 427,708 $ 535,128 § 962,836 | $ 535,128 § 427,708 $ 962,836
2012
Non-
Government  Government Total Current Past Due Total
Property tax refund $ 485976 $ - $ 485976 | $ - $ 485976 $§ 485976
Other - 377,837 377,837 377,837 - 377,837
Total $ 485976 § 377837 $ 863,813 | § 377837 $§ 485976 $ 863,813
NOTE 8 - RELATED-PARTY TRANSACTIONS
Related-party receivables include the following:
TNDC
2013 2012
Receivable:
Operating and development advances $ - 8 550
Developer fees 68,071 102,111
Total $ 68,071 $ 102,661
Amounts expected to be received in:
Less than one year $ 34,040 $ 34,600
One year or more $ 34,031 $ 68,061
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) TNDC earns fees for developing affordable housing projects, and the fees are generally paid out of the properties’
loan proceeds, capital contributions from investors, other financing, and/or operating cash flows. In certain instances,
fees represent reimbursement of staff and overhead costs. TNDC earned total developer fees of $984,659 and
$516,009 in 2013 and 2012, respectively. Developer fees earned from commonly-controlled entities totaling
$984,659 and $516,009 were eliminated from the combined financial statements in 2013 and 2012, respectively.
There were no developer fees earned from affiliated entities that are not commonly-controlled in 2013 and 2012,
however, receivables from developer fees earned from prior years were $68,071 and $102,111 as of December 31,
2013 and 2012.

TNDC evaluates developer fee receivables’ credit quality based on the specific affordable housing project’s funding
source. This indicator is reviewed and updated at least, annually. Management has determined that as of
December 31, 2013, the full amount of developer fee receivables will be funded from the properties’ loan proceeds,
capital contributions from investors, other financing, and/or operating cash flows, and are fully collectible based on
the agreed timing of developer fee payments.

TNDC’s general fund earned management fees totaling $3,604,887 and $3,122,822 in 2013 and 2012, respectively.
Management fees earned from TNDC-owned properties totaling $412,018 and $316,721 were eliminated from
TNDC'’s financial statements for 2013 and 2012, respectively, as displayed in the attached supplementary schedules.
Management fees earned from commonly-controlled entities totaling $3,192,869 and $2,806,101 were eliminated
from the combined financial statements in 2013 and 2012, respectively.

NOTE 9 - PREPAID EXPENSES AND DEPOSITS

Prepaid expenses and deposits consist of the following:

2013
TNDC Affiliates Total

Funds held by bond trustees $ - $ 453,556 $ 453,556
Funds held by escrow (see Note 18) 250,000 - 250,000
Prepaid ground lease " - 4,640,899 4,640,899
Insurance 73,278 395,563 468,841
Impound deposits - 254,397 254,397
Other 31,418 237,679 269,097

Total $ 354,696 § 5,982,094 §$§ 6,336,790
Amounts for use in:

Less than one year $ 354,696 $ 1,208,573 $ 1,563,269

More than one year $ - $ 4773521 $§ 4,773,521
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2012
TNDC Affiliates Total

Funds held by bond trustees $ -3 367,381  § 367,381
Prepaid ground lease " - 4,707,019 4,707,019
Insurance 172,536 431,465 604,001
Impound deposits - 262,024 262,024
Other 32,033 248,420 280,453

Total $ 204,569 $ 6,016,309 $ 6,220,878
Amounts for use in:

Less than one year $ 204,569 $ 1,301,900 $ 1,506,469

More than one year $ - $ 4714409 $ 4,714,409

() Rosa Parks II, L.P. (Rosa Parks II) leases the land, on which the affordable housing property will be developed, from
the Housing Authority of the City and County of San Francisco. The term of the lease commenced on March 10,
2009 and continues until seventy-five years from closing, as defined in the agreement. The parties agreed that the
term shall extend up to ninety years if Rosa Parks II receives an allocation of 9% low income housing tax credits (or
an allocation of 4% low income housing credits without the section 202 funds), and such extension of the term is
required by the limited partner, or any other funding sources approved by landlord of the project. As required by the
lease agreement, prepaid ground lease amounting to $4,959,000 was paid at inception of the lease. The amortization
cost was $66,120 and $66,119 in 2013 and 2012, respectively, and is capitalized in Rosa Parks II’s development in
progress.

NOTE 10 - INVESTMENTS

Investments are held by TNDC’s affiliate, TSF, and summarized as follows:

2013 2012
Cost Fair Value Cost Fair Value
Marketable securities $ 8,965,005 $§ 9,705,445 $ 8,762,994 § 8,925,957
Real estate investment trust 513,478 374,442 513,478 333,735

$ 9478483 § 10,079,887 § 9,276,472 § 9,259,692

These investments recorded at fair value have been categorized based upon a fair value hierarchy of inputs in
accordance with generally accepted accounting principles. See Note 2 for a discussion of TNDC and affiliates’ policies.
The following table presents information about TSF’s fair value hierarchy inputs used in determining fair value of
investments as of December 31, 2013 and 2012:
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2013

Quoted Prices in
Active Markets Significant Other  Significant

for Identical Observable Unobservable Balance as of
Assets Inputs Inputs December 31,
(Level 1) (Level 2) (Level 3) 2013
Marketable securities $ 9,705,445 § -3 - $ 9,705,445
Real estate investment trust - - 374,442 374,442
Total $ 9,705,445 § -3 374,442 $§ 10,079,887
2012

Quoted Prices in
Active Markets Significant Other  Significant

for Identical Observable Unobservable Balance as of
Assets Inputs Inputs December 31,

(Level 1) (Level 2) (Level 3) 2012
Marketable securities $ 8925957 % - $ - $ 8,925957
Real estate investment trust (" - - 333,735 333,735
Total $ 8,925957 § - $ 333,735 $ 9,259,692

() Redemption requests are considered on a quarterly basis and are at the sole discretion of the fund manager. There
are no unfunded commitments as of December 31, 2013 and 2012.

The following table for the years ended December 31, 2013 and 2012 sets forth the detailed changes in fair
value for TSF’s Level 3 investments:

2013 2012
Beginning balance $ 333,735  $ 314,582
Unrealized gains 40,707 19,153
Ending balance $ 374,442  $ 333,735
Change in unrealized gains included in earnings relating to investments still held at
December 31,2013 and 2012 $ 40,707 $ 19,153
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Management treated the transfer as business combination achieved without transfer of consideration. Since the
business combination involved an acquisition of affordable housing with long term restrictions on affordability and use,
there was no readily available market information with similar terms and restrictions. Thus, all identifiable assets
acquired, liabilities assumed and non-controlling interests were measured at the acquisition-date carrying value and
resulted in the recognition of an inherent contribution amounting to $356,145 during 2012. The amount is shown as
excess of assets acquired over liabilities assumed in acquisition of a project in the accompanying combined statements
of activities.

The carrying value of the identifiable assets, liabilities and non-controlling interest of the business combination
at acquisition date in 2012 was as follows:

Cash and cash equivalents $ 77,005
Reserves 557,540
Receivables 4,604
Property and equipment — net 3,505,487
Other assets 18,398
4,163,034
Loans and payables (4,106,393)
Other liabilities (60,773)
Net assets (4,132)
TNDC’s existing interest (360,277)

Non — controlling interest -

Excess of assets acquired over liabilities assumed
in acquisition/donation of projects $ 356,145

From the date of acquisition in 2012, TNDC and affiliates’ share in net loss of McAllister Street Associates
amounted to $208,085 during 2012.

NOTE 13 - DEVELOPMENTS IN PROGRESS

Developments in progress consists of the following:

2013
TNDC Affiliates Total
Eddy and Taylor — commercial project $ 117,748  $ - 8 117,748
Eddy and Taylor — residential project - 3,581,535 3,581,535
1036 Mission project - 2,466,331 2,466,331
Rosa Parks II project - 4,774,899 4,774,899
5" and Howard project - 2,665,462 2,665,462
Yosemite Apartments 73,994 - 73,994
Franciscan Towers - 2,888,568 2,888,568
Howard Street 102,233 - 102,233
O’Farrell Towers - 238,698 238,698
Total developments in progress $ 293,975 $ 16,615,493 $§ 16,909,468
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2012
TNDC Affiliates Total
Eddy and Taylor — commercial project $ 117,748  $ - 8 117,748
Eddy and Taylor — residential project - 2,767,644 2,767,644
1036 Mission project - 2,100,264 2,100,264
Rosa Parks II project - 3,306,337 3,306,337
5™ and Howard project - 2,059,172 2,059,172
1400 Mission project (see Note 18) - 1,083,998 1,083,998
Mid-Market project (see Note 18) 392,825 - 392,825
Yosemite Apartments 73,994 - 73,994
Franciscan Towers 1,323,738 370,817 1,694,555
Howard Street 102,233 - 102,233
O’Farrell Towers - 55,889 55,889
Total developments in progress $ 2,010,538 $ 11,744,121 $ 13,754,659
NOTE 14 - PROPERTY AND EQUIPMENT
Property and equipment is summarized as follows:
2013
TNDC Affiliates Total
Land (see Note 18) $ 6,994,623 $§ 62,838,929 $ 69,833,552
Buildings and improvements 15,456,074 387,336,411 402,792,485
Furniture, fixtures and equipment 899,362 6,039,787 6,939,149
Leasehold improvements 440,535 - 440,535
23,790,594 456,215,127 480,005,721
Less: accumulated depreciation (8,941,450) (74,298,772) (83,240,222)
Total property and equipment $ 14,849,144 $381,916,355 $396,765,499
2012
TNDC Affiliates Total
Land $ 12,608,623 $ 62,838,929 § 75,447,552
Buildings and improvements 18,338,095 385,191,776 403,529,871
Furniture, fixtures and equipment 957,099 5,700,773 6,657,872
Leasehold improvements 440,535 - 440,535
32,344,352 453,731,478 486,075,830
Less: accumulated depreciation (10,070,170) (63,446,575) (73,516,745)
Total property and equipment $ 22,274,182  $390,284,903  $412,559,085

Depreciation expense of property and equipment totaled $11,352,829 and $9,824,187 for the years ended
December 31, 2013 and 2012, respectively.
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NOTE 15 - DEFERRED COSTS

Deferred costs are summarized as follows:

Affiliates
2013 2012

Permanent loan costs $ 2,050,574 $§ 2,050,574
Lease acquisition costs 990,340 990,340
Tax credit fees 1,652,431 1,687,538
Other 30,000 30,000

4,723,345 4,758,452
Less: accumulated amortization (2,113,675) (1,901,984)
Total $ 2,609,670 $ 2,856,468

Amortization expense of deferred costs totaled $211,691 and $226,966 for the years ended December 31, 2013
and 2012, respectively.
NOTE 16 - NOTES PAYABLE

Notes payable are generally secured by the respective properties and under simple interest rates unless
otherwise noted:

2013 2012

Interest Interest
Payable Principal Payable Principal

TNDC Loans: "

Amortizing loans, bearing compounded interest
ranging from 3.79% to 6.5% and simple
interest of 5%, generally with principal
and interest due monthly, to be repaid in
full in various dates through 2022. Interest
expense was $10,890 and $10,401 in 2013
and 2012, respectively. $ 75 S 187,840 | $ 186 $ 227,177

Deferred loans from City and County of San
Francisco, bearing interest ranging from
0% to 6%, generally payable out of excess
cash, to be repaid in full in various dates
through 2071. Interest expense was
$337,993 and $348,945 in 2013 and 2012,
respectively. 4,033,120%  13,666,137? 6,493,021 19,731,751
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2013 2012

Interest Interest
Payable Principal Payable Principal

Deferred loans from City and County of San
Francisco (formerly San Francisco
Redevelopment Agency), bearing interest
ranging from 5.67% to 6%, with principal
and interest payments deferred through
2049. Interest expense was $123,193 and
$123,588 in 2013 and 2012, respectively. 1,696,069 2,000,000 1,828,265 2,169,813

Deferred loan from California Department of
Housing and Community Development,
bearing interest at 3%, with interest
payment due annually to the extent of
excess cash generated from the project, to
be repaid in full through 2044. Interest
expense was $18,903 annually for 2013
and 2012. 339,467 630,100 328,342 630,100

Deferred loan from Silicon Valley Bank — AHP
bears no interest, with entire principal to
be repaid in full by 2027. - 676,000 - 676,000

Working capital loans from a bank, bearing 2%
interest, generally with interest due
quarterly, to be repaid in full in various dates
through 2016. Interest expense was $19,455
and $25,074 in 2013 and 2012, respectively. - 615,619 - 1,120,826

Subtotal - TNDC loans 6,068,731 17,775,696 8,649,814 24,555,667

Alffiliates Loans:

Permanent amortizing loans, bearing fixed
interest ranging from 5.95% to 7.6%,
generally with principal and interest due
monthly, to be repaid in full through 2036.
Interest expense was $703,682 and
$750,785 in 2013 and 2012, respectively. 48,194 9,756,150 50,766 10,452,944

Predevelopment / construction loans, bearing
interest from 3% to 7%, generally with
interest only payments due monthly or
deferred, to be repaid in full or partially
converted to permanent loans through
2070. Interest capitalized was $859,051
and $870,684 in 2013 and 2012,
respectively. Interest expense was $34,524
and $-0- in 2013 and 2012, respectively. 694,136 19,493,658 484,912 17,868,803
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2013

2012

Interest
Payable

Principal

Interest
Payable Principal

Bond loans, bearing variable interest rates,
generally with principal and interest paid
monthly, to be repaid in full through 2036.
Principal payments are generally
accumulated in a principal fund held by a
trustee. Interest expense on the variable
interest rates was $8,478 and $13,305 in
2013 and 2012, respectively. Net cash
payments made under interest rate swap
agreements for the bond loans was
$399,644 and $422,537 for 2013 and 2012,
respectively (see Note 17). 13,763

Local and county loans, bearing interest from
0% to 10%, generally payable out of
excess cash, to be repaid in full through
2065. Interest capitalized was $561,029
and $539,880 in 2013 and 2012,
respectively. Interest expense was
$3,128,773 and $3,122,578 in 2013 and
2012, respectively. 33,293,487

State loans, bearing interest from 0% to 7.4%,
with principal payments generally deferred
through 2066. Interest expense was
$963,173 and $936,919 in 2013 and 2012,
respectively. 4,231,385

Federal loans, bearing interest from 0% to 3%,
generally with principal and interest
deferred through 2065. Interest expense
was $31,850 in both 2013 and 2012. 353,791

7,375,000

146,686,468

28,731,540

61,466,419

13,770 7,774,498

30,237,864 149,053,343

3,718,146 29,050,553

321,941 61,466,419

Subtotal — Affiliates loans 38,634,756

273,509,235

34,827,399 275,666,560

Total loans 44,703,487

Less: current portion (378,879)

291,284,931

(2,052,066)

43,477,213 300,222,227

(367,442) (2,298,913)

Long-term portion $ 44,324,608

$289,232,865

$ 43,109,771  $297,923,314
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Principal payments toward notes payable for the next five years are subject to changes in net cash flow which
is a contingency that cannot be reasonably estimated. Minimum required payments are estimated as follows:

Year ended December 31, Principal Payments
TNDC Affiliates Total
2014 $ 236,240 § 1815826 | $ 2,052,066
2015 223,339 2,786,691 3,010,030
2016 224,264 1,396,587 1,620,851
2017 20,034 1,492,924 1,512,958
2018 21,059 1,561,017 1,582,076

1. The details of TNDC loans are disclosed in the accompanying Schedules of Notes Payable.

2. TNDC’s notes and interest payable to the City and County of San Francisco (City) for the Franciscan
Towers project were cancelled and/or partially reduced by the City and the remaining debt balance was
assumed by the Franciscan Towers Associates, L.P. Please see Note 18.

NOTE 17 - DERIVATIVE FINANCIAL INSTRUMENTS

Three of TNDC’s affiliated partnerships entered into interest rate swap agreements with Citibank, N.A to
potentially minimize the effect of changes in the variable interest rate of the affiliated partnerships’ bonds. The swap
agreements were effective December 2003 and April 2005, and the original notional amount of the swap agreements
were $10,545,631. Under the swap agreements, the affiliated partnerships pay interest at a fixed rate from 4.72% to
6.5% and receive interest from Citibank, N.A. at a variable interest rate which is the weekly interest rate determined by
the remarketing agent. During 2013 and 2012, the weekly variable rate was lower than the fixed rate, resulting in net
cash outflow of $399,644 and $422,537 for 2013 and 2012, respectively. The cash flow effects of the swap agreements
are adjusted in interest expense and are reclassified as realized losses on derivative financial instruments from other
comprehensive losses. Citigroup, Inc. has estimated the fair value of the swap agreements, discounting an estimate of
the amounts of interest to be paid and an estimate of the amounts of interest to be received, during the swap agreements
period, to be $1,493,698 and $2,165,152 net interest payments as of December 2013 and 2012, respectively, and is
included as a liability in the combined statements of financial position. The net change in fair value included in other
comprehensive income is $671,454 and $57,439 for 2013 and 2012, respectively and is included in controlling interests
in unrestricted net assets. The interest rate swap agreements terminate on August 1, 2020 and December 7, 2033.

The following table presents information about TNDC’s affiliated partnerships’ fair value hierarchy inputs
used in determining fair value of interest rate swap as of December 31, 2013:

Quoted Prices in
Active Markets Significant Other  Significant

for Identical Observable Unobservable  Balance as of
Assets Inputs Inputs December 31,
(Level 1) (Level 2) (Level 3) 2013
Derivative financial instrument (liability) $ - 8 - $ (1,493,698) § (1,493,698)
Total $ - 8 - 8§ (1,493,698) § (1,493,698)
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The following table for the year ended December 31, 2012 sets forth the detailed changes in fair value for
TNDC’s affiliated partnerships’ Level 3 derivative financial instrument:

Balance, January 1, 2013 $ (2,165,152)
Unrealized gain on derivative financial instrument 671,454
Balance, December 31, 2013 $ (1,493,698)

The derivative financial instrument held by TNDC’s affiliated partnerships is stated at fair value using a quoted
price provided by Citibank. The valuation is based on a theoretical calculation of the net present value of known and
assumed future payments under the swap. The calculation generally uses proprietary pricing models which discount
projected future cash flows or project future values to present value using a proprietary discount curve. The pricing
models generate results from data that is input to the model. The significant inputs to the pricing models include
(1) market data, such as spot and forward currency rates, forward swap and deposit rates and prices of underlying and
replicating instruments; (2) Citibank’s views on the value of certain illiquid instruments for which observable market
data is not available; and (3) the output of other pricing models, including models used to construct discount curves and
volatility surfaces, and other probability-based models.

Management reviews the reasonableness of Citibank’s valuation by calculating the net present value of
projected future cash flows using the US Daily Interest Rate Data for interest rate swaps as of the valuation date.

Significant assumptions follow:

Term of swap arrangement From 7 to 20 years
Average projected variable rate through 2033 From 2.35% to 3.53%
Discount rate From 1% to 3%

NOTE 18 — SALE OF FRANCISCAN TOWERS AND MID-MARKET PROJECTS

Sale of the Franciscan Towers project

The Franciscan Towers project was acquired in 1988 by TNDC. During 2011, a fire seriously damaged the
property. During 2012, TNDC settled their claim with the insurance company for a total amount of $9,073,840, of
which $7,264,849 and $1,808,991 was received during 2012 and 2011, respectively. In anticipation of a substantial
rehabilitation of the damaged property, on December 12, 2013 TNDC sold the land to the City and County of San
Francisco (City) and the related building and improvements to Franciscan Towers Associates, L.P. (Partnership).

TNDC sold the land to the City for an appraised value of $4,200,000 and recognized a gain on sale of
$2,836,000, as shown in the accompanying Combined Statements of Activities. In consideration for the City’s purchase
of the land, the City canceled and/or reduced principal balances on certain loans owed by TNDC to the City related to
the Franciscan Towers project for a total of $4,200,000. Further, the City also reduced the accrued interest from the
same City loans by $1,625,956, which is shown as debt forgiveness in the accompanying Combined Statements of
Activities. The remaining principal owed to the City of $1,978,626 and the remaining accrued interest of $1,421,374
were consolidated into a single note payable in the amount of $3,400,000 and was assumed by Franciscan Towers
Associates, L.P. as part of the purchase of the building and improvements from TNDC.
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NOTE 23 - TEMPORARILY RESTRICTED NET ASSETS

The temporarily restricted net assets are for the following purposes or periods:

December 31, Releases from  December 31,
2012 Contributions Restrictions 2013
HUD Section 202 capital advance $ 4397271 $ - $ (127,150) $ 4,270,121
Housing development activities 219,424 312,500 (394,424) 137,500
Tenant services 747,712 308,258 (380,309) 675,661
Time-restricted 500 - (500) -
Other 25,000 100,648 (100,648) 25,000
$ 5,389,907 § 721,406 $ (1,003,031) $ 5,108,282

December 31,

Releases from

December 31,

2011 Contributions Restrictions 2012
HUD Section 202 capital advance $ 4524421 % - $ (127,150) $ 4,397,271
Housing development activities 24,694 385,997 (191,267) 219,424
Tenant services 798,610 341,525 (392,423) 747,712
Time-restricted 1,500 - (1,000) 500
Other 25,000 119,600 (119,600) 25,000
$ 5374225 % 847,122 $ (831,440) $ 5,389,907

NOTE 24 - PERMANENTLY RESTRICTED NET ASSETS

TNDC received capital grants from NWA in 2013 and 2012 totaling $275,000 and $290,000, respectively, as
mentioned in Note 22. Together with proceeds of prior years’ capital grants, the NWA capital funds have been or will
be disbursed for development of the following affordable housing projects:

Aarti Hotel

Alabama Commercial LLC
Franciscan Towers
O’Farrell Towers
Undesignated

Total

37

December 31,

December 31,

2012 Contributions 2013
$ 450,000 $ - 3 450,000
150,000 - 150,000
200,000 - 200,000
75,000 - 75,000
40,000 275,000 315,000
$ 915,000 $ 275,000 $ 1,190,000







SUPPLEMENTARY INFORMATION
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TENDERLOIN NEIGHBORHOOD DEVELOPMENT CORPORATION
AND AFFILIATES
COMBINING SCHEDULES OF FINANCIAL POSITION
DECEMBER 31, 2013 AND 2012

ASSETS
Current assets:
Unrestricted cash and cash equivalents
Rent receivable — net
Contributions receivables — current portion
Government contracts receivable
Other receivable
Related-party receivables — current portion
Prepaid expenses and deposits — current portion
Total current assets

Restricted cash and deposits

Contributions receivables — net of current portion
Related-party receivables — net of current portion
Prepaid expenses and deposits — net of current portion
Investments

Notes receivable

Developments in progress

Investments in other companies

Property and equipment — net

Deferred costs — net

Total assets

" Includes TNDC and real properties directly owned by TNDC.

2013
Operating Other
TNDC @ Entities @ Entities @ TSF Subtotal Eliminations Total
6,783,750 $ 4,609,378 $ 13965 § 3,614.951 | $ 15,022,044 $ s 15,022,044
55,525 406,579 - - 462,104 (32,895) 429,209
103,872 - - - 103,872 - 103,872
138,630 210,045 - - 348,675 - 348,675
158,619 766,565 40,000 388 965,572 (2,736) 962,836
34,040 - - - 34,040 - 34,040
354,696 1,208,573 - - 1,563,269 - 1,563,269
7,629,132 7,201,140 53,965 3,615,339 18,499,576 (35,631) 18,463,945
5,023,661 34,901,951 - - 39,925,612 - 39,925,612
75,000 300 840,613 - 915,913 (890,913) 25,000
8,279,023 64,638 884,132 - 9,227,793 (9,193,762) 34,031
- 4,896,170 - - 4,896,170 (122,649) 4,773,521
- - - 10,079,887 10,079,887 . 10,079,887
1,991,049 374311 5,484,897 . 7,850,257 (7,850,257) .
293,975 16,833,079 - - 17,127,054 (217,586) 16,909,468
9,099,124 11,775,046 13,431,017 . 34,305,187  (34,198,492) 106,695
14,849,144 379,317,434 6,806,650 - 400,973,228 (4,207,729) 396,765,499
- 2,609,670 - - 2,609,670 - 2,609,670
47,240,108 $ 457,973,739 $ 27,501,274 $ 13,695,226 | $ 546,410,347 $ (56,717,019)] $ 489,693,328

@ Includes limited partnerships, nonprofit corporation providing or in process of developing affordable housing, and LLCs that own commercial spaces.
®) Includes affiliated nonprofit corporations and LLCs that control affordable housing partnerships, or own land on which the affordable housing projects

were built or in process of development.
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LIABILITIES AND NET ASSETS

Current liabilities:
Accounts payable and accrued expenses
Development costs payable
Deferred revenues — current portion
Related-party payable
Interest payable — current portion
Notes payable — current portion
Ground leases payable — current portion
Other liabilities
Total current liabilities

Security deposits

Deferred revenues — net of current portion
Derivative financial instruments

Interest payable — net of current portion

Notes payable — net of current portion
Contribution to affiliates

Ground leases payable — net of current portion

Total liabilities

Net assets:
Unrestricted:
Controlling interests
Non-controlling interests
Total unrestricted
Temporarily restricted
Permanently restricted

Total net assets

Total liabilities and net assets

TENDERLOIN NEIGHBORHOOD DEVELOPMENT CORPORATION
AND AFFILIATES
COMBINING SCHEDULES OF FINANCIAL POSITION
DECEMBER 31, 2013 AND 2012

2013
Operating Other

TNDC @ Entities @ Entities ©® TSF Subtotal Eliminations Total
$ 746,178 $ 1,402,326 $ - 3 -13 2,148,504 $ (32,895)| $ 2,115,609
- 652,253 - - 652,253 (2,736) 649,517
134,300 2,298,105 58 - 2,432,463 - 2,432,463
41,356 5,204,642 904,957 - 6,150,955 (6,054,065) 96,890
75 378,804 - - 378,879 - 378,879
236,240 1,815,826 - - 2,052,066 - 2,052,066
- 771,316 - - 771,316 - 771,316
250,000 - - - 250,000 - 250,000
1,408,149 12,523,272 905,015 - 14,836,436 (6,089,696) 8,746,740
147,900 1,010,948 - - 1,158,848 - 1,158,848
- 7,762,321 - - 7,762,321 (122,649) 7,639,672
- 1,493,698 - - 1,493,698 - 1,493,698
6,449,486 36,845,610 2,137,975 - 45,433,071 (1,108,463) 44,324,608
17,966,956 269,371,786 8,635,917 - 295,974,659 (6,741,794)] 289,232,865
179,756 50,000 840,913 - 1,070,669 (1,070,669) -
- 6,090,895 - - 6,090,895 (3,139,697) 2,951,198
26,152,247 335,148,530 12,519,820 - 373,820,597 (18,272,968) 355,547,629
19,059,700 26,372,584 14,981,454 13,695,226 74,108,964 (38,444,051) 35,664,913
- 92,182,504 - - 92,182,504 - 92,182,504
19,059,700 118,555,088 14,981,454 13,695,226 166,291,468 (38,444,051) 127,847,417
838,161 4,270,121 - - 5,108,282 - 5,108,282
1,190,000 - - - 1,190,000 - 1,190,000
21,087,861 122,825,209 14,981,454 13,695,226 172,589,750 (38,444,051) 134,145,699

$ 47,240,108 $ 457,973,739 $ 27,501,274 $ 13,695,226

$ 546,410,347

$ (56,717,019)

$ 489,693,328

@ Includes TNDC and real properties directly owned by TNDC.
@ Includes limited partnerships, nonprofit corporation providing or in process of developing affordable housing, and LLCs that own commercial spaces.
® Includes affiliated nonprofit corporations and LLCs that control affordable housing partnerships, or own land on which the affordable housing projects

were built or in process of development.
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2012
Operating Other
TNDC @ Entities ® Entities TSF Subtotal Eliminations Total
LIABILITIES AND NET ASSETS
Current liabilities:
Accounts payable and accrued expenses $ 704,466 $ 1,432,647 - -13% 2,137,113  $ (42,429)] $ 2,094,684
Development costs payable 135,028 3,033,634 - - 3,168,662 (80,620) 3,088,042
Deferred revenues — current portion 154,403 1,793,584 - - 1,947,987 - 1,947,987
Related-party payable 178,823 4,846,482 820,173 - 5,845,478 (5,719,290) 126,188
Interest payable — current portion - 367,442 - - 367,442 - 367,442
Notes payable — current portion 541,616 1,757,297 - - 2,298,913 - 2,298,913
Ground leases payable — current portion - 1,070,515 - - 1,070,515 - 1,070,515
Total current liabilities 1,714,336 14,301,601 820,173 - 16,836,110 (5,842,339) 10,993,771
Security deposits 153,071 957,510 - - 1,110,581 - 1,110,581
Deferred revenues — net of current portion - 8,527,818 59 - 8,527,877 (140,151) 8,387,726
Derivative financial instruments - 2,165,152 - - 2,165,152 - 2,165,152
Interest payable — net of current portion 8,996,784 33,133,714 1,708,357 - 43,838,855 (729,084) 43,109,771
Notes payable — net of current portion 24,441,550 270,853,922 7,623,417 - 302,918,889 (4,995,575) 297,923,314
Contribution to affiliates - 50,000 482,202 - 532,202 (532,202) -
Ground leases payable — net of current portion - 5,368,227 - - 5,368,227 (2,989,307) 2,378,920
Total liabilities 35,305,741 335,357,944 10,634,208 - 381,297,893 (15,228,658) 366,069,235
Net assets:
Unrestricted:
Controlling interests 23,270,356 14,869,415 6,746,486 9,867,848 54,754,105 (21,625,907) 33,128,198
Non-controlling interests - 87,289,994 - - 87,289,994 - 87,289,994
Total unrestricted 23,270,356 102,159,409 6,746,486 9,867,848 142,044,099 (21,625,907) 120,418,192
Temporarily restricted 967,942 4,397,271 24,694 - 5,389,907 - 5,389,907
Permanently restricted 915,000 - - - 915,000 - 915,000
Total net assets 25,153,298 106,556,680 6,771,180 9,867,848 148,349,006 (21,625,907) 126,723,099
Total liabilities and net assets $ 60,459,039 3 441,914,624 17,405,388 9,867,848 1 $ 529,646,899 $ (36,854,565)] $ 492,792,334

M Includes TNDC and real properties directly owned by TNDC.

@ Includes limited partnerships, nonprofit corporation providing or in process of developing affordable housing, and LLCs that own commercial spaces.

@ Includes affiliated nonprofit corporations and LLCs that control affordable housing partnerships, or own land on which the affordable housing projects
were built or in process of development.
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Support and revenue:
Developer fees
Rental income — net of vacancies
Commercial income
Program service fees
Management revenue
Ground leases
Contributions
NeighborWorks America grants
Revenue from special events
Less: cost of special events
Interest and investment income

Net realized and unrealized loss on investments

Income (loss) from investment in other companies

LOSP subsidy grants
Other income
Total support and revenue

Expenses:
Program services
Management and general
Fundraising

Total expenses

Change in net assets before other gains (losses)

Other gains (losses)
Debt forgiveness
Write-off of development in progress
Loss from retirement of fixed assets
Gain on sale of Franciscan Towers land
Loss on sale of Mid-Market land

Change in net assets before intercompany transfers,
capital contributions and distributions

TENDERLOIN NEIGHBORHOOD DEVELOPMENT CORPORATION
AND AFFILIATES

COMBINING SCHEDULES OF ACTIVITIES

YEARS ENDED DECEMBER 31, 2013 AND 2012

Intercompany transfers, capital contributions and distributions

Contributions from affiliates

Contributions to affiliates

Excess of debt transferred over asset sold
Excess of debt assumed over asset acquired
Capital contributions — controlling interest
Capital contributions — non-controlling interest

Capital distributions — non-controlling interest

Change in net assets

Net assets, beginning of year

Net assets, end of year

Includes

were built or in process of development.

2013
Operating Other
TNDC @ Entities ® Entities © TSE Subtotal Eliminations Total
$ 984,659 $ - % - % - 984,659 $ (984,659)| $ -
1,998,866 24,319,305 - - 26,318,171 (197,395) 26,120,776
420,820 1,808,113 - - 2,228,933 (55.,012) 2,173,921
856,415 943,099 - - 1,799,514 - 1,799,514
3.192.869 5,000 484,796 - 3,682,665 (3.677,665) 5,000
305,187 - 1 - 305,188 (305,188) -
1,668,239 1,556,115 - 720 3,225,074 - 3,225,074
470,625 o - - 470,625 - 470,625
501,154 o - - 501,154 - 501,154
(383.311) o - - (383.,311) - (383.,311)
91.841 34,359 39,748 211,299 377,247 (117,079) 260,168
76 - - 618,184 618,260 - 618,260
383,896 (589.468) (6,028.,435) - (6.,234,007) 6,234,007 -
- 1,747,471 - - 1,747,471 - 1,747,471
1,039,927 980,127 576,219 - 2.596.273 (1.235.772) 1.360.501
11,531,263 30,804,121 (4.927,671) 830,203 38.237.916 (338.763) 37.899.153
8,493,305 40,535,544 1,224,443 2,825 50,256,117 (6,225,690) 44,030,427
1,250,281 - - - 1,250,281 - 1,250,281
553,986 - - - 553,986 - 553,986
10.297.572 40,535,544 1.224.443 2,825 52,060,384 (6.225.690) 45,834,694
1,233,691 (9.731,423) (6,152,114) 827,378 (13.822,468) 5,886,927 (7,935,541)
1,625,956 - - - 1,625,956 - 1,625,956
(392.,825) (1,102,243) - - (1,495,068) - (1,495,068)
- (200,011) - - (200,011) - (200,011)
2,836,000 - - - 2,836,000 - 2,836,000
(183.,762) - - - (183.762) - (183.762)
5,119,060 (11,033,677) (6,152,114) 827,378 (11,239,353) 5,886,927 (5,352,426)
50,000 12,925 7,221,591 3,000,000 10,284,516 (10.,284,516) -
(10,194,991) (50,000) (39.525) - (10.,284.,516) 10,284,516 -
960,494 - - - 960,494 (960,494) -
- (960,494) - - (960,494) 960,494 -
- 15,524,749 7,180,322 - 22,705,071 (22,705,071) -
- 12,900,848 - - 12,900,848 - 12,900,848
- (125.822) - - (125.822) - (125.822)
(4,065,437) 16,268,529 8,210,274 3,827,378 24,240,744 (16,818,144) 7,422,600
25,153,298 106,556,680 6,771,180 9,867,848 148,349,006 (21.625.907) 126,723,099
$ 21,087,861 $ 122,825,209 $ 14,981,454 $ 13,695,226 172,589,750 _ $ (38,444.051)| $ 134,145,699

Includes TNDC and real properties directly owned by TNDC.
limited partnerships, nonprofit corporation providing or in process of developing affordable housing, and LLCs that own commercial spaces
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Support and revenue:
Developer fees
Rental income — net of vacancies
Commercial income
Program service fees
Management revenue
Ground leases
Contributions
NeighborWorks America grants
Revenue from special events
Less: cost of special events
Interest and investment income
Net realized and unrealized loss on investments
Income (loss) from investment in other companies
LOSP subsidy grants
Other income
Total support and revenue

Expenses:
Program services
Management and general
Fundraising

Total expenses

Change in net assets before other gains (losses)
Other gains (losses)
Transfer of receivables

Insurance proceeds
Loss on retirement of fixed assets

Change in net assets before intercompany transfers,
capital contributions and distributions

Intercompany transfers, capital contributions and distributions

Excess of assets acquired over debt assumed in
acquisition of a project
Transfer of partnership interest — controlling interest

Transfer of partnership interest — non-controlling interest

Capital contributions — controlling interest
Syndication costs — controlling interest
Capital contributions — non-controlling interest

Capital distributions — non-controlling interest

Change in net assets

Net assets, beginning of year
Net assets, end of year
&)

@)
3)

were built or in process of development.

Includes TNDC and real properties directly owned by TNDC.
Includes limited partnerships, nonprofit corporation providing or in process of developing affordable housing, and LLCs that own commercial spaces.
Includes affiliated nonprofit corporations and LLCs that control affordable housing partnerships, or own land on which the affordable housing projects

TENDERLOIN NEIGHBORHOOD DEVELOPMENT CORPORATION
AND AFFILIATES
COMBINING SCHEDULES OF ACTIVITIES
YEARS ENDED DECEMBER 31, 2013 AND 2012

2012
Operating Other
TNDC @ Entities @ Entities @ TSE Subtotal Eliminations Total

$ 516,009 - % - - 516,009 (516,009 $ -
1,972,134 23,072,451 - - 25,044,585 (42,429) 25,002,156
474,430 1,721,080 - - 2,195,510 (55,012) 2,140,498
554,654 866,302 - - 1,420,956 - 1,420,956
2,806,101 5,000 452,190 - 3,263,291 (3,258,291) 5,000
308,096 - 1 - 308,097 (308,097) -
1,476,598 3,160,588 - 253 4,637,439 - 4,637,439
494,250 - - - 494,250 - 494,250
559,412 - - - 559,412 - 559,412
(377,434) - - - (377,434) - (377,434)
87.517 24,635 37.674 223,368 373,194 (97.592) 275,602

80 - - 579.438 579,518 - 579,518

150,430 (176,617) 750,260 - 724,073 (724,073) -

- 977,130 - - 977,130 - 977,130

638.314 804,272 182.552 - 1.625.138 (936.613) 688.525
9,660,591 30,454,841 1,422,677 803,059 42.341.168 (5,938.116) 36,403,052
8,039,590 37,400,154 771,788 822 46,212,354 (5,064,123) 41,148,231
1,377,841 - - - 1,377.841 - 1,377,841
578,415 - - - 578,415 - 578,415
9,995,846 37,400,154 771,788 822 48,168,610 (5,064,123) 43,104,487
(335,255) (6,945,313) 650,889 802,237 (5,827,442) (873,993) (6,701,435)
24,884 - - - 24,884 - 24,884
7,273,821 11,481 - - 7,285,302 - 7,285,302
- (60.979) - - (60.979) - (60.979)

6,963,450 (6,994,811) 650,889 802,237 1,421,765 (873,993) 547,772
356,145 - - - 356,145 (356,145) -

- 356,145 - - 356,145 (356,145) -

- (356,145) - - (356,145) 356,145 -

- 3,415,071 - - 3,415,071 (3,414,972) 99
- (174,455) - - (174,455) - (174,455)

- 3,566,074 - - 3,566,074 - 3,566,074
- (145.862) - - (145.862) - (145.862)

7,319,595 (333,983) 650,889 802,237 8,438,738 (4,645,110) 3,793,628
17.833.703 106.890.663 6,120,291 9.065.611 139.910.268 (16.980.797) 122.929.471

$ 25,153,298 106,556,680  $ 6,771,180 9,867.848 148,349,006 (21,625,907)] $ 126,723,099
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TENDERLOIN NEIGHBORHOOD DEVELOPMENT CORPORATION
AND AFFILIATES
SCHEDULES OF NOTES PAYABLE

(TENDERLOIN NEIGHBORHOOD DEVELOPMENT CORPORATION ONLY)
YEARS ENDED DECEMBER 31, 2013 AND 2012

Notes payable are generally secured by the respective properties and under simple interest rates unless

otherwise noted:

Total Interest Payment Principal Balance
Lender Commitment  Maturity Date Rate Terms 2013 2012
Amortizing Loans
Enterprise BAM loan $ 202,375  April 2022 5.00% 0-@¢% 174056 $ 190,549
Citibank:
Pierce Street Apartments 185,620  October 2013 3.79%¥  $596/month - 5414
Yosemite Apartments 205,000 September 2014 6.50%Y  $1,582/month 13,784 31,214
Total amortizing
loans 187,840 227,177
Deferred Loans
City and County of San Francisco
Yosemite Apartments 479,501 December 2005 6% -0-@ 479,501 479,501
Yosemite Apartments 85,937  July 1999 6% 0-@ 85,937 85,937
Sierra Madre Apartments 3,169,849 November 2054 0% 7 0-D 3,054,090 3,110,891
Aarti Hotel 638,256 December 2069  0%® -0-® 638,256 638,256
Aarti Hotel 838,880  April 2066 3% -0-® 838,880 838,880
Klimm Apartments 500,000  March 2060 3% -0-? 500,000 500,000
Pierce Apartments 728,274  March 2056 3% -0-® 728,274 728,274
Franciscan Towers ' 2,982,448  January 2072 0% -0-® - 2,891,141
Franciscan Towers ' 1,174,000 December 2042 6% -0-® - 1,174,000
Franciscan Towers ' 1,060,333  October 2017 0% -0-® - 1,060,333
Franciscan Towers ” 883,339 February 1999 6% 0-? - 883,339
Haight Street Apartments 602,785 November 1998 6% 0-? 602,785 602,785
Haight Street Apartments 228,750  June 2018 0% -0-® 225,000 225,000
Howard Street Apartments 1,006,534 January 2054 0% -0-® 790,803 790,803
Cameo Apartments 2,107,106 September 2071 0% 0-M 2,009,425 2,009,425
Ellis Street Apartments 600,000 November 2055 2% -0-® 600,000 600,000
Plaza and Ramona Apartments 605,000 December 2069 0% -0-® 605,000 605,000
Ambassador Hotel 2,508,186  March 2049 3% 0-1 2,508,186 2,508,186
Ambassador Hotel 2,000,000 February 2049 5.67% -0-Y 2,000,000 2,000,000
Franciscan Towers ' 326,000 December 2042 6% -0-® - 169,813
15,666,137 21,901,564
California Department of Housing and Community Development:
Aarti Hotel 630,100 November 2044  3%© -0-® 630,100 630,100
630,100 630,100
Silicon Valley Bank:
Aarti Hotel 676,000 December 2027 0% -0-® 676,000 676,000
676,000 676,000
Total deferred loans 16,972,237 23,207,664
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TENDERLOIN NEIGHBORHOOD DEVELOPMENT CORPORATION
AND AFFILIATES
SCHEDULES OF NOTES PAYABLE
(TENDERLOIN NEIGHBORHOOD DEVELOPMENT CORPORATION ONLY)
YEARS ENDED DECEMBER 31, 2013 AND 2012

Total Interest Payment Principal Balance

Lender Commitment  Maturity Date Rate Terms 2013 2012
Other Notes Payable
Wells Fargo Bank Equity Equivalent Investments (EQ2):
Working Capital 300,000 October 2013 2%® $ 1,500/quarter - 300,000
1036 Mission Project

Working Capital 1,000,000  August 2016 2% $  205,207/yr” 615,619 820,826

Total other notes 615,619 1,120,826

Grand total $17,775,696 $24,555,667

" Principal and interest are deferred until maturity date.

@ The City had given its informal approval for the extension of these notes and is currently in the process of
extending the maturity dates. Pending the loan extensions, TNDC continues to accrue interest on these notes in
compliance with the City’s policy.

® Principal and interest are due monthly.

@ Compounded interest rate.

© Interest is only due upon violation of loan terms, accordingly, no interest expense is accrued.

©® Interest is due annually to the extent of surplus cash generated from the project.

™ Principal is due annually to the extent of surplus cash generated from the project.

®  Interest is due quarterly.

" The loan requires $205,207 principal payment annually. Interest is due quarterly.

19" The City acquired the land, on which Franciscan Towers was built in 2013. Under the purchase and sale agreement,
the City purchased the land for $4,200,000 by canceling principal balances on City loans. Also the City reduced the
accrued interest from the City loans in the amount of $1,625,956. Total remaining City debt in the amount of
$3,400,000 was assumed by Franciscan Towers Associates, L.P. (see Note 18).
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TENDERLOIN NEIGHBORHOOD DEVELOPMENT CORPORATION
AND AFFILIATES
SCHEDULES OF NOTES PAYABLE
(TENDERLOIN NEIGHBORHOOD DEVELOPMENT CORPORATION ONLY)
YEARS ENDED DECEMBER 31, 2013 AND 2012

Interest expense incurred on notes for which payments are expected to be deferred totaled $480,089 and
$491,436 in 2013 and 2012, respectively. Mortgage and other interest expense was $30,345 and $35,475 in 2013 and
2012, respectively. Management anticipates that city and state loans will be extended or refinanced as each loan
matures. Interest payable for all notes was $6,068,731 and $8,649,814 at December 31, 2013 and 2012, respectively.

Principal payments on notes payable for the next five years are subject to changes in net cash flow and are
estimated as follows:

2014 $ 236,240
2015 223,339
2016 224,264
2017 20,034
2018 21,059
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TENDERLOIN NEIGHBORHOOD DEVELOPMENT CORPORATION
AND AFFILIATES
SCHEDULE OF NET OPERATING CASH FLOWS — BUILDING AND GENERAL FUNDS
(TENDERLOIN NEIGHBORHOOD DEVELOPMENT CORPORATION ONLY)
YEAR ENDED DECEMBER 31, 2013

Sierra Howard Total
Yosemite Madre Pierce St. Franciscan Haight St. Street Cameo Building
Apartments Apartments Aarti Hotel Apartments Towers Apar Apar Apar Fund
Revenue
Contributions and special events income (net of event expenses) $ - $ - $ - $ - 8 - % - 3 - 3 - 8 -
Developer fees - - - - - - - - -
Property management, asset management and other fees - - - - - - - - -
Ground lease - - - - - - - - -
Subtotal - - - - - - - - -
Rental income
Housing units — gross potential rents 235,336 344,927 471,200 65,151 - 125.214 138,031 238,316 1,618,175
Tenant assistance payments 92,859 165,595 - 30.334 - 22,344 6,510 92,753 410,395
Commercial gross potential rents 15,351 - 8,650 - 26,914 660 78,948 - 130,523
Vacancy loss (commercial) (15.351) - - - - - - - (15,351)
Vacancy loss (residential) (8.,287) (11,248) - - - - (7,175) (2.,994) (29,704)
Subtotal 319,908 499,274 479,850 95,485 26,914 148.218 216,314 328,075 2,114,038
Program service fees - - - - 73,249 - - - 73,249
Other operating income 3,161 6,302 2,376 47 134,820 1.844 485 2,306 151.341
Total revenue 323,069 505,576 482,226 95,532 234,983 150,062 216,799 330,381 2,338,628
Operating Expenses
Management fees 30,420 54,988 45,600 8,970 24,852 14,031 18,516 41,703 239,080
Salaries and benefits 47,642 71,625 218,712 12,972 4,964 16,149 12,931 44,095 429,090
Administration and professional 28,072 43,296 26,024 13,175 12,261 27,202 16,498 33,404 199,932
Utilities 51,341 64,328 24,830 7,273 5,303 23,401 11,283 33,616 221,375
Taxes and licenses 10,729 11,900 22,357 2,447 6,453 3,795 10,090 9,026 76,797
Insurance 24,905 29,456 31,056 5,425 96,205 9,513 10,303 16,678 223,541
Repairs and maintenance 85,000 116,028 107,645 34,267 16,987 49,212 51,199 83,261 543,599
Program expenses 1.966 3.403 8,972 625 79.337 819 797 1.869 97,788
Total operating expenses 280,075 395,024 485,196 85,154 246,362 144,122 131,617 263,652 2,031,202
Operating income (loss) before other activities 42,994 110.552 (2.970) 10.378 (11.379) 5.940 85,182 66,729 307,426

Deposits into reserves
Replacement reserves (10,000) (57.316) (16,000) (4,000) - (5,000) (17,587)

(24,195) (134,098)

Operating reserves - - - - - - - (7.337) (7.337)
Debt service payments

Interest (non-deferred) (1.593) - - (79) - - - - (1,672)

Principal (17.660) - - (5.412) - - - - (23.,072)
Net operating cash flows (deficit) 13,741 53.236 (18,970) 887 1,379) 940 67,595 35,197 141,247
Reconciliation to financial statements
Accrued non-cash expenses

Depreciation (43.829) (94.884) (157,663) (20,739) (15,006) (30,603) (55.265) (86,342) (504.331)

Deferred interest (33,926) - (44,069) (21,848) (128,433) (36.,167) - - (264,443)
Non-operating income (expense)

Interest income from reserve accounts 9 246 116 32 254 24 47 53 781

Contribution to affiliates - - - - (179.,756) - - - (179.,756)

Contribution from affiliates - - - - - - - - -

Debt forgiveness - - - - 1,625,956 - - - 1.625.956

Gain on sale of Franciscan Towers land - - - - 2,836,000 - - - 2,836,000

Excess of debt transferred over assets sold - - - - 960,494 - - - 960,494

Incentive management fee - - - - - 62,543 - - 62,543

Other non-operating expenses - (14,904) (6.000) - 25) - (4,000) (6,000) (30,929)
Add (delete) cash-only activities to reconcile to the audited financial statement:

Deposits into reserves 10,000 57.316 16,000 4,000 - 5,000 17,587 31,532 141,435

Debt service payments (principal) 17,660 - - 5.412 - - - - 23,072
Change in net assets as shown in the combining schedules of activities $  (36.345) $ 1,010 $ (210,586) $ (32,256) $ 5,088,105 $ 1,737 8 25,964 $ (25.560) $ 4,812,069
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TENDERLOIN NEIGHBORHOOD DEVELOPMENT CORPORATION
AND AFFILIATES
SCHEDULE OF NET OPERATING CASH FLOWS —
BUILDING AND GENERAL FUNDS
(TENDERLOIN NEIGHBORHOOD DEVELOPMENT CORPORATION ONLY)
YEAR ENDED DECEMBER 31, 2013

TNDC Ambassador Building
Shared ~ Commercial KCC Fund
Social and Social Community  (Includes General Fund
Service Services Services subtotal Total Subtotal _ Eliminations Total
Revenue
Contributions and special events income (net of event expenses) $ 5,000 $ - 8 1,000 | $ 6,000 | $ 2,381,229 | $ 2,387,229 | $ (130,522)| $ 2,256,707
Developer fees - - - - 984,659 984,659 - 984,659
Property management, asset management and other fees - - - - 3,479,086 3,479,086 (348,760) 3,130,326
Ground lease - - - - 305,187 305,187 - 305,187
Subtotal 5,000 - 1,000 6,000 7,150,161 7,156,161 (479,282)] 6,676,879
Rental income
Housing units — gross potential rents - - - 1,618,175 - 1,618,175 - 1,618,175
Tenant assistance payments - - - 410,395 - 410,395 - 410,395
Commercial gross potential rents - 255,136 - 385,659 77,426 463,085 (26,914) 436,171
Vacancy loss (commercial) - - - (15,351) - (15,351) - (15,351)
Vacancy loss (residential) - - - (29,704) - (29,704) - (29,704)
Subtotal - 255,136 -] 2,369,174 77,426 2,446,600 (26,914)]  2.419,686
Program service fees 86,267 - 391,258 550,774 305,641 856,415 856,415
Other operating income 293 11,026 - 162,660 1,011,506 1,174,166 (74,944) 1,099,222
Total revenue 91,560 266,162 392,258 | 3,088,608 8,544,734 | 11,633,342 (581,140)] 11,052,202
Operating Expenses
Management fees - - - 239,080 - 239,080 (239,080) -
Salaries and benefits 225 383 3,600 433,298 4,900,224 5,333,522 (121,546)] 5,211,976
Administration and professional 102 28,352 1,209 229,595 1,320,759 1,550,354 (90,330)| 1,460,024
Utilities - - - 221,375 34,293 255,668 - 255,668
Taxes and licenses - 26,095 - 102,892 401,215 504,107 (8,136) 495,971
Insurance - 17,375 - 240,916 75,393 316,309 (840) 315,469
Repairs and maintenance - 4,281 5,593 553,473 79,691 633,164 - 633,164
Program expenses 93,172 144,273 386,644 721,877 172,251 894,128 (109,522) 784,606
Total operating expenses 93,499 220,759 397,046 | 2,742,506 6,983,826 9,726,332 (569,454)] 9,156,878
Operating income (loss) before other activities (1,939) 45,403 (4,788) 346,102 1,560,908 1,907,010 (11,686) 1,895,324
Deposits into reserves
Replacement reserves - (20,004) - (154,102) - (154,102) - (154,102)
Operating reserves - - - (7,337)] - (7,337)] - (7,337)
Debt service payments -
Interest (non-deferred) - - - (1,672)| (28,673) (30,345) - (30,345)
Principal - - - (23,072)| (16,263)| (39,335) - (39,335)
Net operating cash flows (deficit) (1,939) 25,399 (4,788) 159,919 1,515,972 1,675,891 (11,686) 1,664,205
Reconciliation to financial statements
Accrued non-cash items:
Depreciation - (298) - (504,629)| (71,717), (576,346)| - (576,346)
Deferred interest - - - (264,443)| (249,5006)| (513,949)| - (513,949)
Non-operating income (expense):
Interest income from reserve accounts 31 247 - 1,059 6,446 7,505 - 7,505
Contributions to affiliates - - - (179,756)] (10,015,235)] (10,194,991)| -] (10,194,991)
Contributions from affiliates - - - - 50,000 50,000 - 50,000
Debt forgiveness - - - 1,625,956 - 1,625,956 - 1,625,956
Gain on sale of Franciscan Towers land - - - 2,836,000 - 2,836,000 - 2,836,000
Excess of debt transferred over assets sold - - - 960,494 - 960,494 960,494
Incentive management fee - - - 62,543 - 62,543 62,543
Income from investment in other companies - - - - 383,896 383,896 - 383,896
Investment income - capital gain - - - - 76 76 - 76
Write-off of development in progress - - - - (392,825) (392,825) - (392,825)
Loss on sale of Mid-Market land - - - - (183,762) (183,762) - (183,762)
Other non-operating income - - - - 25,041 25,041 - 25,041
Other non-operating expenses - (811) - (31,740) - (31,740) 11,686 (20,054)
Add (delete) cash-only activities to reconcile to the audited financial statements:
Deposits into reserves - 20,004 - 161,439 - 161,439 - 161,439
Debt service payments (principal) - - - 23,072 16,263 39,335 - 39,335
Change in net assets as shown in the combining schedules of activities S (1,908) $ 44,541 $  (4,788)] $4,849,914 | $(8,915,351)| $ (4,065,437)| $ - | $(4,065,437)

52









TENDERLOIN NEIGHBORHOOD DEVELOPMENT CORPORATION

SCHEDULE OF NET OPERATING CASH FLOWS

Revenue

Property management, asset management and other fees
Subtotal

Rental income
Housing units — gross potential rents
Tenant assistance payments
Commercial gross potential rents
Vacancy loss (commercial)
Vacancy loss (residential)
Subtotal

Program service fees
Other operating income
Total revenue

Operating expenses
Management fees
Salaries and benefits
Administration and professional
Utilities
Taxes and license
Insurance
Maintenance repair
Program expense
Total operating expenses

Operating income (loss) before other activities
Deposits into reserves

Replacement
Deposits into reserves subsequent to year-end

rves

Debt service payments
Interest (non-deferred)
Principal
Bond administration and remarketing fees
Letter of credit fees and other fees
Debt service on CDBG loan
Debt service on HOPWA loan
Interest (HCD loan)

Others
GP asset management fee - operations
Ground lease (base rent)

Net operating cash flows (deficit)

Reconciliation to financial statements
Accrued non-cash expenses
Depreciation
Amortization
Deferred interest
Amortization of prepaid investor service fee
Interest on CalHFA loan paid from debt service
Accrued payables from surplus cash
Partnership management fees
Investor services fees
Incentive management fees
Ground lease
Asset management fees
Ground lease interest payable
Non-Operating Income (expense)
Interest income from reserve accounts
Interest income - notes receivable
Net effect of derivative financial instruments
Contributions to affiliates
Contributions from affiliates
Development grant
Loss from investment in other companies
Excess of debt assumed over assets acquired
‘Write-off of development in progress
Loss from retirement of fixed assets
Bond fee reserve excess deposit
Other non-operating income (expense)

AND AFFILIATES

(HOUSING PROPERTIES ONLY)

YEAR ENDED DECEMBER 31, 2013

Add (delete) cash-only activities to reconcile to the audited financial statements

Deposits into reserves

Debt service payments (principal)

Adjustment to prior year bond fee reserve
Adjustment to prior year LOSP income

Operating expenses funded by development sources
Lease up fees

Operating expe
Capital contributions - controlling interest

Capital contributions - non-controlling interest
Capital distributions - non-controlling interest

Change in net assets as shown in the combining schedules of activitie:

Alabama 1166 Howard 220 Golden

O'Farrell  Street Senior  Alabama St Haight Street St 220 Golden 220 Golden Gate Gate Subtotal

Folsom/Dore Senior Housing  Family Housing Senior Housing  Alabama  Commercial ~ Gate Clinic  Master Tenant,  Associates, Operating

Associates, L.P Housing (Mosaica) (Mosaica) Inc Commercial LLC LLC L.P. L.P. Properties
$ - s -8 -8 -8 - S - s -8 -8 - s S 5,00
- - - - - - - - - 5,00
529,469 390,487 129,600 911,761 153,730 - - - 751,680 197395 11,612,669
678,111 1,627,513 3,616 59,668 194,711 - - - - 13,252,271
- 18,667 - - - 195,464 334,666 140,400 8,892 1,090,612
- - - - - - - - - (49,812
(13,703)  (18,554)  (3,077) (17.361) (4.946) - - - (153,054) (548,197
1,193877 2018113 130,139 954,068 343,495 195464 334,666 140,400 607,518 197393 25,357,543
- - - - - - - - - 943,099
261,675 11,468 85393 280,286 2,644 17,199 5924 179412 1,121873 2,000 2,700,534
1455552 2029581 215,532 1,234,354 346,139 212,663 340,590 _ 319812 1729391 199,393 29.006.17
85364 78,780 33432 86,424 31,200 - - - 157,096 2,022,743
325,049 185,042 14,742 126,870 61,781 - - - 374,226 5498214
119,958 80,708 28,468 84,369 55,541 14,727 18204 18,165 335,385 71,599 2,267,643
134,966 112,757 23,588 203,981 50,047 8,961 - - 176,111 2,654,28
31,367 34,530 3,015 18,110 9,745 76973 30,385 6,137 48,203 3,613 855,51
74,675 99,932 7,116 73,930 25,204 4299 10,962 - 123,178 120,651 1,539,241,
266239 314299 38381 308,759 72,951 4,876 - 125,134 475,561 3204 5,404,337
29013 133,463 1,538 9,685 48,606 - - - 10,672 1,719,051
1,066,631 1,039,511 150,280 912,128 355,075 109836 59,551 149436 1700432 199,161 21,961,019
388,921 990,070 65252 322,226 (8.936) 102,827 281,039 170376 28,959 234 7045157
(53361)  (39,780)  (14,400)  (55,800)  (20,340) - - - - (815,354
(17,844) - - - - - - - - (27,980
(162,353)  (235,678)  (13,007)  (42,000) - (17412)  (83,287) - - (85524 (1,503,410
(140,301)  (309.424) - - - (2,786)  (78,721) - - (1,608,153
- - - - - - - - (16,469
(35,066) - - - - - - - - (9,935 (89,005
- - - - - - - - - (12,525
- - - - - - - - - @175
(21,764) - - - - - - - - (27,144
(3.,131) - - - - - - - - (3,131
- (15,000 - - - - - - - (55,000
(44,899) 390,188 37,845 224426 (29.276) 82,629 119,031 170376 28959 (95225 2,882,811
(445,712)  (260,901) (132,170)  (986,002)  (282,124)  (38914)  (45,051) (119,968) - (1,963,424) (10,869,204
(15,166) - @767 (6,776) - - - - - (9.869) (211,691
(155,459) - (92910)  (374211)  (185.865) - - (14,189) - (3,722,956
- (5,667
- (6,699
(3,523) - (10,0000 (12,000) - - - - (15,000) (287,564
984 - (4,500 (3,000) - - - - - (41,980
- - (13,041) - - - - - - (432,700
- (195,000) - - - - - - - (1,168,989
(3.441)  (5,000) - - - - - - - (24,355
- (78455) - - - - - - - (87,857
481 3,643 577 816 273 4 - - 1,352 134 19,279
- - - - - - - - - 14,18 14,189
250,541 - - - - - - - - 671,454
- (50,000) - - - - - - - (50,000
- - - - - - - 814727 - 1,556,119
- - - - - - - (589,464) (589,464
- - - - - - - - - (200,011
4,519 - - - - - - - - 4519
- - - - - - - - - (70,433
53,361 39,780 14,400 55,800 20,340 - - - - 815,354
140,301 309,424 - - - 2,786 78,721 - - 1,608,153
46,465 - - - - - - - - 46,469
(4,487) - (5,73 (13,897) - - - - - 4,115
- - - - - - - - - (250490 (250,490
- - - - - - - - - (56,280, (56,280
21,764 - 13,007 42,000 - - - - - 87,623
- - - - - - - - - 10,134
- - - - - - - - - (13,728
- - - - - 25,019 - - - 9,099,164 9,124,183
- - - - - - - - 12,900,848 12,900,84
- - - - - - - - (16,692) (125,822
$ (154,271) $ 153,679 $(195,290) $(1,072,934) $ (476,652) $ 71,524 § 152,701 § 850,946 $ 12,310,003 $6,738,199 S 11,501,03
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TENDERLOIN NEIGHBORHOOD DEVELOPMENT CORPORATION
AND AFFILIATES
SCHEDULE OF NET OPERATING CASH FLOWS
(HOUSING PROPERTIES ONLY)
YEAR ENDED DECEMBER 31, 2013

Subtotal Franciscan
Operating Towers Eddy & Taylor 1036 Mission 10M Associates
Properties SHGPLLC  RosaParkIl  Associates, LP  Asso.L.P.  Associates L.P. Total
Revenue
Property asset 1r and other fees $ 5,000, $ - 8 -8 - 8 - 8 - 3 18 5,000
Subtotal 5.00 - - - - - E 5,000
Rental income
Housing units — gross potential rents 11,612,669 - - - - 4 11,612,669
Tenant assistance payments 13,252,271 - - - - - q 13,252,271
Commercial gross potential rents 1,090,612 390,425 - - 252,000 129,000 4 1,862,037
Vacancy loss (commercial) (49,812 - - - - (1,250) B (51,062)
Vacancy loss (residential) (548,197 - - - - - E (548,197)
Subtotal 25,357,543 390,425 - - 252,000 127,750 B 26,127,718
Program service fees 943,099 - - - - - E 943,099
Other operating income 2,700,534 5.672 - 11,048 15,585 5.930 3.319 2.742,088
Total revenue 29,006,176 396,097 - 11,048 267,585 133,680 3.316 29,817,905
Operating expenses
Management fees 2,022,743 - - - - - E 2,022,743
Salaries and benefits 5,498,214 - - - - - E 5,498,214
Administration and professional 2,267,643 24375 154 15 24,304 11,535 1,35 2,329,376
Utilities 2,654,28 - - - - - E 2,654,280
Taxes and license 855,51 130,400 800 800 110,672 73,146 q 1,171,328
Insurance 1,539,241 10,299 - - - - E 1,549,540
Maintenance repair 5,404,337 - - - - - E 5,404,337
Program expense 1,719.051 - - - - - E 1,719,051
Total operating expenses 21,961,019 165,074 954 815 134,976 84,681 1.35 22,348,869
Operating income (loss) before other activities 7,045,157 231,023 (954) 10,233 132,609 48,999 1,969 7.469.036
Deposits into reserves
Replacement reserves (815,354 - - - - - g (815,354)
Deposits into reserves subsequent to year-end (27,980 - - - - - 1 (27.980)
Debt service payments
Interest (non-deferred) (1,503,410 - - - - - 4 (1,503,410)
Principal (1,608,153 - - - - - 1 (1.608.,153)
Bond administration and remarketing fees (16,469 - - - - - E (16,469)
Letter of credit fees and other fees (89,005 - - - - - E (89,005)
Debt service on CDBG loan (12,525 - - - - - B (12,525)
Debt service on HOPWA loan (4,175 - - - - - 4 (4,175)
Interest (HCD loan) (27,144 - - - - - 1 (27,144)
Others
GP asset management fee - operations (3,131 - - - - - E (3,131)
Ground lease (base rent) (55,000 - - - - - 1 (55,000)
Net operating cash flows (deficit) 2,882,811 231,023 (954) 10,233 132,609 48,999 1,966 3,306,690
to financial
Accrued non-cash expenses
Depreciation (10,869,294 (376) - - - - 4 (10,869,670)
Amortization (211,691 - - - - - E (211,691)
Deferred interest (3,722,956 - - (5,958) - - 4 (3,728,914)
Amortization of prepaid investor service fee (5,667 - - - - - 1 (5.667)
Interest on CalHFA loan paid from debt service (6,699 - - - - - 4 (6,699)
Accrued payables from surplus cash
Partnership management fees (287,564 - - - - - E (287,564)
Investor services fees (41,980 - - - - - 1 (41,980)
Incentive management fees (432,700 - - - - - 1 (432,700)
Ground lease (1,168,989 - - - - - 4 (1,168,989)
Asset management fees (24,355 - - - - - 1 (24,355)
Ground lease interest payable (87,857 - - - - - E (87,857)
Non-Operating Income (expense)
Interest income from reserve accounts 19,275 - - - - - E 19,275
Interest income - notes receivable 14,189 - - - - - E 14,189
Net effect of derivative financial instruments 671,454 - - - - - E 671,454
Contributions to affiliates g 12,125 - - - - E 12,125
Contributions from affiliates (50,000 - - - - - B (50,000)
Development grant 1,556,115 - - - - - E 1,556,115
Loss from investment in other companies (589,464 - - - - B (589.,464)
Excess of debt assumed over assets acquired i - - (960,494) - - 1 (960,494)
Write-off of development in progress i - - - - - (1,102,243 (1,102,243)
Loss from retirement of fixed assets (200,011 - - - - - 4 (200,011)
Bond fee reserve excess deposit 4,519 - - - - - E 4,519
Other non-operating income (expense) (70,433 - - - - - E (70,433)
Add (delete) cash-only activities to r ile to the i
Deposits into reserves 815,354 - - - - - B 815,354
Debt service payments (principal) 1,608,153 - - - - - 1 1,608,153
Adjustment to prior year bond fee reserve 46,465 - - - - - E 46,465
Adjustment to prior year LOSP income (24,115 - - - - - 4 (24,115)
Operating expenses funded by development sources (250,490 - - - - - 1 (250,490)
Lease up fees (56,280 - - - - - 4 (56,280)
Interest (HCD loan) 87,623 - - - - - g 87,623
Deposits into reserves subsequent to year-end 10,13 - - - - 4 10,136
Operating expenses funded by reserve (13,728 - - - - - E (13,728)
Capital contributions - controlling interest 9,124,183] - - 5,300,968 - - 1,099,59 15,524,749
Capital contributions - non-controlling interest 12,900,848 - - - - E 12,900,848
Capital distributions - non-controlling interest (125,822 - - - - 1 (125,822)
Change in net assets as shown in the combining schedules of activities $11,501,03 $ 242,772 $ (954) $ 4,344,749 $ 132,609 $ 48,999 $ (676) $ 16,268,529
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TENDERLOIN NEIGHBORHOOD DEVELOPMENT CORPORATION

AND AFFILIATES

SCHEDULE OF REAL ESTATE OPERATIONS (BEFORE ELIMINATION)
(TNDC BUILDING FUND AND HOUSING PROPERTIES)

YEAR ENDED DECEMBER 31, 2013

Revenue

Property management, asset management and other fees
Subtotal

Rental income
Housing units — gross potential rents
Tenant assistance payments
Commercial gross potential rents
Vacancy loss (commercial)
Vacancy loss (residential)
Subtotal

Program service fees
Other operating income
Total revenue

Operating expenses
Management fees
Salaries and benefits
Admin ration and professional
Utilitie:
Taxes and licenses
Insurance
Repairs and maintenance
Program expenses

Total operating expenses

Operating income before other activities

Deposits into reserves (from current year operations)
Replacement reserve
Operating reserve
Deposits into reserves subsequent to year-end

Debt service payments
Interest (non-deferred)
Principal
Bond administration and remarketing fees
Letter of credit fees and other fees
Debt service on CDBG loan
Debt service on HOPWA loan
Interest (HCD loan)

Others
GP asset management fee - operations
Ground lease (base rent)

Net operating cash flows (deficit)

Reconciliation to financial statements
Accrued non-cash expenses

Depreciation

Amortization

Deferred interest

Amortization of prepaid investor service fee

Interest on CalHFA loaned paid from debt service
Accrued payable from surplus cash

Partnership management fees

Investor services fees

Incentive management fees

Ground lease

Asset management fees

Ground lease interest payable
Non-operating income (expense)

Interest income from reserve accounts

Interest income - notes receivable

Net effect of derivative financial instruments

Contributions to affiliates

Contributions from affiliates

Development grant

Debt forgiveness

Gain on sale of Franciscan Towers land

Loss from investment in other companies

Excess of debt transferred over assets sold

Excess of debt assumed over assets acquired

Write-off of development in progress

Lo

Incentive management fee

Bond fee reserve excess deposit

Other non-operating income (expense)
Add (delete) cash-only activities to reconcile to the audited financial statements

Deposits into reserves

Debt service payments (principal)

Adjustment to prior year bond fee reserve

Adjustment to prior year LOSP income

Operating expenses funded by development sources

Lease up fees

Interest (HCD loan)

Deposits into reserves subsequent to year end

Operating expenses funded by reserve

Capital contributions - controlling interest

Capital contributions - non-controlling interest

Capital distributions - non-controlling interest

s from retirement of fixed assets

Change in net assets as shown in the combining schedules of activities
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Building Housing
Fund Properties ZTotal

$ - $ 5.000 $ 5.000

= 5,000 5,000

1,618,175

11,612,669

13.,230.844

410,395 13,252,271 13,662,666
130,523 1,862,037 1,992,560
(15.,351) (51,062) (66,413)
(29,704) (548.197) (577.901)

2.114.038 26.127.718 28.241.756

73,249 943,099 1,016,348
151,341 2,742,088 2,893,429

2.338.628 29.817,905 32,156,533
239,080 2,022,743 2.261.823
429,090 5,498,214 5,927,304
199,932 2,329,376 2,529,308
221,375 2,654,280 2,875,655

76,797 1,171,328 1,248,125
223,541 1,549,540 1,773,081
543,599 5,404,337 5.947.936

97.788 1,719,051 1.816.839

2.031.202 22,348,869 24,380,071

307.426 7.469.036 7.776.462
(134,098) (815.354) (949.452)
(7.337) - (7.337)

- (27.980) (27.980)

(1.672) (1,503.,410) (1,505,082)
(23.,072) (1.608,153) (1.631,225)
- (16,469) (16,469)

- (89.005) (89.005)

- (12.525) (12.525)

- (“4.175) (4.175)

- (27.144) (27.144)

- (3.131) (3.131)

- (55.000) (55.000)
141,247 3.306.690 3,447,937
(504.331) (10.869.670) (11,374,001)
- (211.691) (211.691)
(264.,443) (3.728.914) (3.993.,357)
- (5.667) (5.667)

- (6.699) (6.699)

- (287.564) (287.564)

- (41.,980) (41.980)

- (432.,700) (432.,700)

- (1.168,989) (1,168,989)

- (24,355) (24,355)

- (87.857) (87.857)

781 19.275 20,056

- 14,189 14,189

- 671,454 671,454
(179.,756) (50,000) (229.,756)
- 12,125 12,125

1,625,956
2,836,000

960.494

62,543

(30.929)

141,435
23,072

1,556,115

(589.,464)
(960,494)
(1,102,243)
(200.,011)
4,519
(70.433)

815,354
1,608,153
46,465
(24,115)
(250,490)
(56.280)
87.623
10,136
(13,728)
15,524,749
12,900,848
(125,822)

1,556,115
1,625,956
2,836,000
(589.,464)
960,494
(960.,494)
(1,102,243)
(200,011)
62,543
4,519
(101,362)

©56.789
1,631,225
46,465
(24,115)
(250.,490)
(56.280)
87.623
10,136
(13,728)
15,524,749
12,900,848
(125,822)

$ 4.812.,069

$16,268,529

$21,080.,598




TENDERLOIN NEIGHBORHOOD DEVELOPMENT CORPORATION
AND AFFILIATES
SCHEDULE OF FINANCIAL POSITION (BEFORE ELIMINATION)

(TENDERLOIN NEIGHBORHOOD DEVELOPMENT CORPORATION ONLY)

YEAR ENDED DECEMBER 31, 2013

Current assets:
Unrestricted cash and cash equivalents
Rent receivable — net
Contributions receivables — current portion
Government contracts receivable
Other receivable
Related-party receivables — current portion
Prepaid expenses and deposits
Total current assets

Restricted cash and deposits

Contributions receivables — net of current portion
Related-party receivables — net of current portion
Notes receivable

Development in progress

Investment in other companies

Property and equipment — net

Total assets

ASSETS

LIABILITIES AND NET ASSETS

Current liabilities:
Accounts payable and accrued expenses
Deferred revenues
Related-party payable
Interest payable — current portion
Notes payable — current portion
Other liabilities
Total current liabilities

Security deposits
Interest payable — net of current portion
Notes payable — net of current portion
Contribution to affiliates

Total liabilities

Net assets:
Unrestricted
Temporarily restricted
Permanently restricted

Total net assets

Total liabilities and net assets
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Building General

Fund Fund Total
$ 528,931 $ 6,254,819 $ 6,783,750
36,771 18,754 55,525
- 103,872 103,872
13,955 124,675 138,630
4,644 153,975 158,619
- 34,040 34,040
31,022 323,674 354,696
615,323 7,013,809 7,629,132
1,800,507 3,223,154 5,023,661
- 75,000 75,000
112,944 8,166,079 8,279,023
634,991 1,356,058 1,991,049
176,227 117,748 293,975
- 9,099,124 9,099,124
8,659,395 6,189,749 14,849,144
$11,999,387 $35,240,721 $47,240,108
$ 128,301 $ 617,877 $ 746,178
11,709 122,591 134,300
412 40,944 41,356
75 - 75
13,784 222,456 236,240
- 250,000 250,000
154,281 1,253,868 1,408,149
128,937 18,963 147,900
3,031,583 3,417,903 6,449,486
11,261,471 6,705,485 17,966,956
179,756 - 179,756
14,756,028 11,396,219 26,152,247
(2,756,641) 21,816,341 19,059,700
- 838,161 838,161
- 1,190,000 1,190,000
(2,756,641) 23,844,502 21,087,861
$11,999,387 $35,240,721 $47,240,108




TENDERLOIN NEIGHBORHOOD DEVELOPMENT CORPORATION

AND AFFILIATES

SCHEDULE OF ACTIVITIES (BEFORE ELIMINATION)
(TENDERLOIN NEIGHBORHOOD DEVELOPMENT CORPORATION ONLY)
YEAR ENDED DECEMBER 31, 2013

Temporarily Permanently
Unrestricted Restricted Restricted Total
Support and revenue:
Developer fees $ 984,659 $ - $ - $ 984,659
Rental income — net of vacancies 1,998,866 - - 1,998,866
Commercial income 420,820 - - 420,820
Program service fees 856,415 - - 856,415
Management revenue 3,192,869 - - 3,192,869
Ground leases 305,187 - - 305,187
Contributions 1,058,860 609,379 - 1,668,239
NeighborWorks America Grants 157,025 38,600 275,000 470,625
Revenue from special events 247,180 253,974 - 501,154
Less: cost of special events (202,764) (180,547) - (383,311)
Interest and investment income 91,841 - - 91,841
Net realized and unrealized gain on investments 76 - - 76
Income from investment in other companies 383,896 - - 383,896
Other income 1,039,927 - - 1,039,927
Net assets released from restrictions 1,003,031 (1,003,031) - -
Total support and revenue 11,537,888 (281,625) 275,000 11,531,263
Expenses:
Program services:
Housing services 4,478,984 - - 4,478,984
Tenant services 1,874,967 - - 1,874,967
Housing development 1,029,005 - - 1,029,005
Supporting services:
Management and general 1,250,281 - - 1,250,281
Fundraising 553,986 - - 553,986
Total expenses 9,187,223 - - 9,187,223
Change in net assets before other income (expenses) 2,350,665 (281,625) 275,000 2,344,040
Other income (expenses):
Debt forgiveness 1,625,956 - - 1,625,956
Contributions to affiliates (10,194,991) - - (10,194,991)
Contributions from affiliates 50,000 - - 50,000
Gain on sale of Franciscan Towers land 2,836,000 - - 2,836,000
Loss on sale of Mid-Market land (183,762) - - (183,762)
Loss from retirement of fixed assets (392,825) - - (392,825)
Excess of debt transferred over asset sold 960,494 - - 960,494
Interest — deferred loans (513,949) - - (513,949)
Depreciation (576,346) - - (576,346)
Other non-operating expenses (20,054) - - (20,054)
Change in net assets (4,058,812) (281,625) 275,000 (4,065,437)
Net assets, beginning of year 23,270,356 967,942 915,000 25,153,298
Net assets, end of year $ 19,211,544 $ 686,317 $ 1,190,000 $ 21,087,861
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SUPPLEMENTARY INFORMATION REQUIRED BY THE CALIFORNIA
DEPARTMENT OF HOUSING AND COMMUNITY DEVELOPMENT AND
THE CALIFORNIA HOUSING FINANCE AGENCY (HCD/CALHFA)
(AARTI HOTEL ONLY)
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5120
5121
5140
5170
5180
5190
5100T

5220
5240
5250
5270
5290
5200T

5152N

5410
5430
5440
5490
5400T

5910
5920
5990
5900T

5000T

TENDERLOIN NEIGHBORHOOD DEVELOPMENT CORPORATION
AND AFFILIATES
HCD CONTRACT NO. 90-CHRP-R-075
SUPPLEMENTARY INFORMATION REQUIRED BY HCD/CALHFA
SCHEDULE OF OPERATING REVENUES
(AARTI HOTEL ONLY)
YEAR ENDED DECEMBER 31, 2013

Rent revenue:
Rent revenue — gross potential
Tenant assistance payments
Rent revenue — stores and commercial
Rent revenue — garage and parking
Flexible subsidy revenue
Miscellaneous rent revenue

Total rent revenue

Vacancies:
Apartments
Stores and commercial
Rental concessions
Garage and parking space
Miscellaneous
Total vacancies

Net rental revenue (rent revenue less vacancies)

Financial revenue:
Financial revenue — project operations
Revenue from investments — residual receipts
Revenue from investments — replacement reserves
Revenue from investments — miscellaneous
Total financial revenue

Other revenue:
Laundry and vending revenue
Tenant charges
Miscellaneous revenue
Total other revenue

Total revenue
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471,200
8,650

479,850

479,850

71
45
116

2,376

2,376

482,342



TENDERLOIN NEIGHBORHOOD DEVELOPMENT CORPORATION
AND AFFILIATES
HCD CONTRACT NO. 90-CHRP-R-075
SUPPLEMENTARY INFORMATION REQUIRED BY HCD/CALHFA
SCHEDULE OF OPERATING EXPENSES
(AARTI HOTEL ONLY)
YEAR ENDED DECEMBER 31, 2013

Administrative expenses:

6203 Conventions and meetings

6204 Management consultants

6210 Advertising and marketing

6250 Other renting expenses

6310 Office salaries

6311 Office expenses

6312 Office or model apartment rent

6320 Management fee

6330 Manager or superintendent salaries
6331 Administrative rent-free unit

6340 Legal expense — project

6350 Audit expense

6351 Bookkeeping fees/accounting services
6370 Bad debts

6390 Miscellaneous administrative expenses (see details)
6263T Total administrative expenses

Utilities expenses:

6450 Electricity

6451 Water

6452 Gas

6453 Sewer

6400T Total utilities expenses

Operating and maintenance expenses:

6510 Payroll

6515 Supplies

6520 Contracts

6521 Operating and maintenance rent-free unit

6525 Garbage and trash removal

6530 Security payroll/contracts

6531 Security rent-free unit

6546 Heating/cooling repairs and maintenance

6548 Snow removal

6570 Vehicle and maintenance equipment operation and repairs
6580 Lease expense

6590 Miscellaneous operating and maintenance expenses (see details)
6500T Total operating and maintenance expenses
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11
154,042
1,084
33,600
23,188

212

4,800

40,889

257,826

9,750
6,738
8,342

24,830

56,111

9,405
23,189
13,932

4,189

223

6,597

113,646






TENDERLOIN NEIGHBORHOOD DEVELOPMENT CORPORATION
AND AFFILIATES
HCD CONTRACT NO. 90-CHRP-R-075
SUPPLEMENTARY INFORMATION REQUIRED BY HCD/CALHFA
(AARTI HOTEL ONLY)
YEAR ENDED DECEMBER 31, 2013

Cash on Hand and in Banks

Unrestricted accounts:
Checking accounts — operations $ 24,958

Total $ 24,958

Restricted accounts:

Replacement reserve $ 118,194
Operating reserve 113,930
Tenant security deposits 39,927
Total $ 272,051

Tenant security deposits are maintained in a separate account and interest earned on these deposits is credited
to a liability account to be refunded or applied for the benefit of tenants. Interest earned during 2013 was $8.

Accounts Receivable

Accounts receivable consists of other receivable of $2,985, which at December 31, 2013 is due in over 30
days.
Reserves

In accordance with the provisions of the lender’s regulatory agreements, restricted cash is held by the Project
to be used for replacements of property or other reserve requirements as follows:

Replacement Operating
Reserve Reserve

Balance, beginning of year $ 115,602 $ 113,893
Monthly deposits:

Eleven months at $1,224 13,464 -

One month at $2,536 2,536 -

Withdrawals (amount capitalized) (13,479) -

Interest earned 71 37

Balance, end of year $ 118,194  $ 113,930
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TENDERLOIN NEIGHBORHOOD DEVELOPMENT CORPORATION
AND AFFILIATES
HCD CONTRACT NO. 90-CHRP-R-075
SUPPLEMENTARY INFORMATION REQUIRED BY HCD/CALHFA
(AARTI HOTEL ONLY)
YEAR ENDED DECEMBER 31, 2013

Property, Equipment and Improvements

Following are the details of property, equipment and improvements:

Buildings and  Furniture and

Property, Equipment and Improvements, at Cost Land Improvements Equipment Total

Balance, December 31, 2012 $ 100,000 $ 4,081,061 § 268,409 § 4,449,470
Additions - 6,430 - 6,430

Balance, December 31, 2013 $ 100,000 $ 4,087,541 $ 268,409 $§ 4,455,950

Accounts Payable and Accrued Expenses

Accounts payable and accrued expenses are payable to vendors and employees and are being paid on a current
basis. Details follow:

Accounts payable — trade $ 11,841
Accrued expenses — vacation 8,883
Accrued expenses — salaries 7,268
$ 27,992
Gross Potential Rents
Housing assistance payments $ 471,200
$ 471,200

Total gross potential rents

Management Fee

A property management fee of $33,600 was incurred during 2013 for the property management services
provided by TNDC.
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TENDERLOIN NEIGHBORHOOD DEVELOPMENT CORPORATION
AND AFFILIATES
HCD CONTRACT NO. 90-CHRP-R-075
SUPPLEMENTARY INFORMATION REQUIRED BY HCD/CALHFA
(AARTI HOTEL ONLY)
YEAR ENDED DECEMBER 31, 2013

Miscellaneous Account Details

Miscellaneous administrative expenses (Account 6390):

Computers / software $ 3,061
Professional fees 5,695
Telephone and communication 3,866
Tech support and maintenance 1,122
Program supportive services 8,972
Asset management fee 12,000
Commercial management fee 1,207
Others 4,966

$ 40,889

Miscellaneous operating and maintenance expenses (Account 6590):

Replacement costs $ 6,000
Others 597

$ 6,597
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TENDERLOIN NEIGHBORHOOD DEVELOPMENT CORPORATION
AND AFFILIATES
HCD CONTRACT NO. 90-CHRP-R-075
CERTIFICATION OF OFFICERS
(AARTI HOTEL ONLY)
YEAR ENDED DECEMBER 31, 2013

We, as officers of TNDC, a California nonprofit public benefit corporation, hereby certify that we have
examined the accompanying financial statements and supplementary data of Aarti Hotel, a property of TNDC, as of and
for the year ended December 31, 2013 and to the best of our knowledge and belief, these financial statements and data
are complete and accurate.

Signature Title Date

Signature Title Date

Owner's Tax Identification Number: 94-2761808
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Board of Director
Tenderloin Neighborhood Development Corporation and Affiliates
San Francisco, California

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER
MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS

PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

We have audited, in accordance with the auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller
General of the United States, the combined financial statements of Tenderloin Neighborhood Development Corporation
and Affiliates, which comprise the combined statements of financial position as of December 31, 2013, and the related
combined statements of activities, and cash flows for the year then ended, and the related notes to the combined
financial statements, and have issued our report thereon dated June 23, 2014.

Internal Control Over Financial Reporting

In planning and performing our audit of the combined financial statements, we considered Tenderloin
Neighborhood Development Corporation and Affiliates’ internal control over financial reporting (internal control) to
determine the audit procedures that are appropriate in the circumstances for the purpose of expressing our opinion on
the combined financial statements, but not for the purpose of expressing an opinion on the effectiveness of Tenderloin
Neighborhood Development Corporation and Affiliates’ internal control. Accordingly, we do not express an opinion on
the effectiveness of Tenderloin Neighborhood Development Corporation and Affiliates’ internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, misstatements
on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal control, such that
there is a reasonable possibility that a material misstatement of the entity’s combined financial statements will not be
prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a combination of
deficiencies, in internal control that is less severe than a material weakness, yet important enough to merit attention by
those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section
and was not designed to identify all deficiencies in internal control that might be material weaknesses or significant
deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal control that we
consider to be material weaknesses. However, material weakness may exist that have not been identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Tenderloin Neighborhood Development Corporation
and Affiliates’ combined financial statements are free from material misstatement, we performed tests of its compliance
with certain provisions of laws, regulations, contracts and grant agreements, noncompliance with which could have a
direct and material effect on the determination of combined financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit and, accordingly, we do not express such
an opinion. The results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

Purpose of This Report

The purpose of this report is solely to describe the scope of testing of internal control and compliance and the
results of that testing, and not to provide an opinion on the effectiveness of Tenderloin Neighborhood Development
Corporation and Affiliates’ internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering Tenderloin Neighborhood Development Corporation
and Affiliates’ internal control and compliance. Accordingly, this communication is not suitable for any other purpose.

June 23, 2014
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