CONFIDENTIAL AND PRIVILEGED 

[Name of Project] Redevelopment Term Sheet

The undersigned parties enter into this term sheet (this “Term Sheet”) as of _____________, 2024.  This Term Sheet is intended by the Parties as a “plain language” account of their plan to jointly undertake the Project described below, and is nonbinding except as expressly set forth below.  The Parties will use best efforts to negotiate and enter into a binding agreement consistent with this Term Sheet (the “Definitive Agreement”).  

	Parties
	[Name of Developer Partner] (“Developer”)

	
	[Name of Public Agency] (“Agency”)

	Project
	[Describe project.  The following is an example.] The current redevelopment concept involves the new construction of a single building with two components: a residential component with not less than 100 units of rental housing affordable to low- and moderate-income households (the “Rental Housing Project”) and a commercial component with street-level retail space (the “Retail Project” and together with the Rental Housing Project, the “Project”).  It is anticipated that the Rental Housing Project and Retail Project will be separate condominium units with separate ownership and financing.  The final redevelopment program will be mutually agreed to by the parties.  

	Land and Site Control
	The Project will be constructed on a site containing approximately [____] acres located at [____________] (the “Land”).  [Describe site control, e.g. “Developer has entered into that certain Purchase and Sale Agreement dated [___] to acquire the Land from [____] (the “Purchase Agreement”)].  [Developer will assign all of its rights and obligations under the Purchase Agreement to the Rental Owner (as defined below), and will enter into site-control agreements with the Rental Owner for the purposes of funding applications.]
OR

[Developer owns the Land.  Developer will sell the land to Rental Owner for its fair market value (the “Purchase Price”), but in no event for less than the sum of (i) all outstanding debt secured by the Land, (ii) any unreturned equity contributions made by Developer in connection with the acquisition of the Land, and (iii) any unreimbursed advances made by Developer to fund carry costs of the Land (the “Minimum Purchase Price”).  In the event the Purchase Price exceeds the Minimum Purchase Price, Developer may elect to allow the Rental Owner to satisfy a portion of the Purchase Price, up to the amount by which the Purchase Price exceeds the Minimum Purchase Price, in the form of a seller note with a term no less than 30 years and with interest accruing at the long term Applicable Federal Rate in effect as of the month of the Closing (the “Seller Note”).  Interest and principal on any Seller Note will be payable solely from distributable cash of the Rental in the amount and priority to be determined by the Parties, but prior to payment of any deferred development fees or asset management fees to the Parties.

	Project Ownership
	[Describe anticipated ownership structure.  The following is an example.]  Developer and Agency will form a limited liability company (the “Rental Managing Member”), which will serve as the managing member of a limited liability company that will develop, own and operate the Rental Housing Project (the “Rental Owner”).  Agency will be manager of and have a [___]% ownership interest in the Rental Managing Member.  Developer will have a [___]% ownership interest in the Rental Managing Member and will consent rights over certain major decisions as set forth below.  The Parties anticipate that third-party investors will become members of the Rental Owner, and the terms on which those investors will participate in the Project will be subject to the mutual consent of the Parties. 
Developer will form an entity to own and operate the Retail Project (the “Retail Owner”).  It is anticipated that the Rental Owner will construct the entire Project and transfer the Retail Project to the Retail Owner as a cold dark shell following completion for a price equal to a to-be-determined share of total development costs for the Project.  Developer will be the sole owner of the Retail Owner.

	[If applicable]

Charitable Purposes
	[___] is exempt from taxation pursuant to Section 501(c)(3) of the Internal Revenue Code of 1986, as amended (the “Code”).  Rental Owner will conduct its affairs consistent with such exempt status, and will operate the Project in a manner that furthers charitable purposes by providing decent, safe, sanitary and affordable housing for low-income households and individuals.  In the event of a direct conflict between such charitable purpose and any duty to maximize profits for the partners, the charitable purposes will prevail.  

	Development Responsibilities
	The anticipated development responsibilities are shown on Exhibit A (the “Task List”). The Parties will negotiate in good faith to (i) make adjustments to the Task List as staffing disparities, geographical proximity, and other factors may require from time to time, and (ii) allocate responsibility for any ancillary or unanticipated tasks that arise during the course of the Project in an equitable manner that is consistent with the intended allocation of responsibilities set forth on the Task List.  Duties and responsibilities in the Task List may change or be supplemented by mutual agreement of the Parties as plans for the development of the Project progress.  Any updated, revised, or supplemented Task List that has been approved by the Parties will supersede all prior versions of the Task list and will be deemed incorporated into this Term Sheet as a replacement Exhibit A.

	Decision Making
	The decision-making rights of the parties are set forth on Exhibit B.  

Any party providing Rental Housing Project guaranties, directly or through an affiliate, will have the authority to make decisions and act on behalf of the Rental Managing member to avoid liability under its guaranty obligations.

	Predevelopment Financing
	A predevelopment budget is attached as Exhibit C.  Any changes to the predevelopment budget shall require the consent of both Parties.

[Agency will provide a predevelopment loan of up to $________, bearing interest at ___%, with interest only payments until maturity, and with full payment of principal and accrued interest at the earlier of closing on construction financing for the Project or ____ months.]

OR

[Developer will be responsible for paying all predevelopment expenses incurred with its approval.  Developer may obtain loans, equity, grants for such purpose. Predevelopment advances will be repaid in full at the time of the closing on construction financing for the Project.  All predevelopment work product will be assigned to the Rental Owner at such finance closing.] 

	Development Financing
	[Agency] will be responsible for securing construction and permanent financing for the Rental Housing Project.  [Agency may provide debt financing for the Project on terms that are mutually acceptable to the Parties.]  Construction financing for the Rental Housing Project will be sufficient to deliver the retail space as a cold-dark shell.

[Developer] will be responsible for securing financing to acquire the retail space at cost and perform any necessary build-out.

	Development Fees
	In consideration of their services, Developer and Agency will each be paid a development fee for the Project from the funding sources in an amount set forth in the development budget and approved by the funding sources.  The development fees will be paid [___]% to Developer and [___]% to Agency.  Payments will be made at milestones established during negotiations with the Project lenders and investors.  

	Development Team Members
	The Parties acknowledge and agree that the following development team members have been selected and are hereby approved by the Parties:

General Contractor:

Architect:


Civil Engineer:


Transactional Counsel 
Land Use Counsel:

Any changes to the development team members will require the joint approval of the Parties.

	Construction Management
	If the [Agency] elects to provide construction management services in connection with the Project, then the Rental Owner will enter into a construction management agreement with [Agency] or its affiliate (the “Construction Manager”), pursuant to which the Construction Manager will perform construction management services and receive a fee not to exceed [___]% of the cost of the construction contract.

	Rental Cash Flow Distributions
	Any cash flow derived from the Rental Housing Project and distributed to the Rental Managing Member under the Rental Owner’s Operating Agreement shall be used first to repay guaranty advances, then to repay advances for approved predevelopment expenses, then to pay any fees that are payable from cash flow, and then shall be distributed [___]% to Developer and [___]% to Agency.  

	Rental Sale and Refinance Distributions
	The net proceeds of any capital event, including a sale or refinancing of the Rental Development (after payment of priority distributions including repayment of guaranty or other member advances) shall be distributed [___]% to Developer and [___]% to Agency.  

	Retail Distributions
	[Developer] will receive [100%] of all cash flow and capital proceeds distributions from the Retail Project. 

	Tax Allocations
	Income, losses, depreciation, and other tax items will be allocated 99% to the Developer to the greatest extent possible.

	Rental Property Management, Asset Management, and Resident Services
	Agency and Developer will jointly select the property management agent for the Rental Housing Project.  The Parties consent to [_______________] as initial agent.  

[Agency will perform asset management services on behalf of Rental Owner and Rental Housing Manager and will receive a fee equal to $______ per year, escalating at ___% per year, for such services.]

[Agency will provide resident services to the tenants and will receive a customary fee for such services.]

	Retail Leasing and Operations
	[Developer] will be exclusively responsible for the leasing and operation of the Retail Project.

	Services Outside Scope of Agreement
	Any fees paid to any of the parties or their affiliates, for services outside the scope contemplated in this term sheet will be in addition to the development fee, construction management fee, asset management fee, property management fee, and resident services fees and will be agreed to, in writing by the Parties, prior to the performance of such services.  

	Guarantees
	[Agency] will provide all required guaranties for completion of the Project and any ongoing tax credit compliance guaranties for the Rental Housing Project.  [Developer] will provide any guaranties required for the Retail Project following completion.  [Agency] will be entitled to priority repayment for any advances made under its guaranties, prior to any distributions or payments being made to Developer.  

OR

[Agency and Developer will jointly provide all required guaranties for completion of the Project and any ongoing operating deficit guaranties for the Rental Housing Project.  Liability under such guaranties will be allocated [__]% to Developer and [__]% to Agency.  If lenders and/or the Investor require the Guarantees to be joint and several, the intended division of guarantees will be reflected in a separate indemnity and contribution agreement among the Parties.  [Developer] will provide any guaranties required for the Retail Project following completion.  Each Party will be entitled to priority repayment for any advances made under its guaranties, prior to any distributions or payments being made to the other Party.]

	Buy/Sell Agreement
	Upon the maturity of the permanent financing for the Project, the deadlock on a major decision, or upon the occurrence of other triggering events to be determined, either Party may give notice to the other Party that it will sell all of its interests to the other Party or acquire all of the interests of the other Party for fair market value.  Fair market value will be established by a three-appraisal methodology.

	Termination
	The Parties will have the right to terminate the Definitive Agreement if they are unable to agree on a redevelopment program for the Project or if they determine that the Project is infeasible.  If the Definitive Agreement is terminated for those reasons, [Developer] will have the right to purchase all predevelopment work product from [Agency] at cost.

	Exclusivity
	Developer will not solicit, negotiate, accept, encourage, consider, or otherwise pursue any offer or inquiry from any person or entity, or engage in discussions or other communications or furnish any information regarding, the Land or the Project. 

	Confidentiality
	Agency and Developer will not disclose details of the Project to any outside entity, other than details made publicly available to the community via outreach efforts, and other than disclosures to architects, engineers, consultants, lenders, investors, and governmental agencies in order to perform their responsibilities under this Term Sheet.

	Binding
	This Term Sheet is nonbinding other than the Exclusivity and Confidentiality provisions, which shall be enforceable by specific performance.


[Signatures begin on the following page]
[Signature Page to [Name of Project] Term Sheet]

DEVELOPER
By:
______________________________

Name:
______________________________
Title:
______________________________

AGENCY
By:
______________________________

Name:
______________________________

Title:
______________________________
EXHIBIT A
Development Responsibilities
	Task
	Agency
	Developer

	Schematic and Design Development Plans
	
	

	Zoning Entitlements
	
	

	Government Relations
	
	

	Community Relations
	
	

	Rental Funding Applications
	
	

	Retail Funding Applications
	
	

	Rental Development Budget
	
	

	Rental Operating Budget
	
	

	Retail Development Budget
	
	

	Retail Operating Budget
	
	

	Rental Construction Documents*
	
	

	Rental Permitting*
	
	

	Rental Pre-Construction*
	
	

	Rental Construction Administration* 
	
	

	Rental Project Close Out*
	
	

	Retail Construction Documents, Permitting, and Construction Administration for Build-Out
	
	

	Retail Project Close Out
	
	

	Rental Marketing, Lease Up and Property Management
	
	

	Retail Marketing, Lease Up and Property Management
	
	

	Rental Asset Management
	
	


*For construction-related purposes, the Rental Housing Project includes the construction of the entire building and the cold, dark shell of the retail space.
EXHIBIT B

DECISION MAKING
The following require the consent of both parties:

1. Redevelopment Program for the Project and any material modifications to such program.  

2. Any sale of the Project

3. Prepaying in whole or in part, or refinancing, recasting, increasing, modifying or extending any indebtedness of the Project
4. The admission of new partners or members to the Rental Owner or Rental Managing Member

5. Dissolving, terminating, liquidating, merging, or consolidating the Rental Owner or Rental Managing Member.

6. A declaration of bankruptcy, assignment for the benefit of general creditors or similar act by the Rental Owner or Rental Managing Member.
The following require the consent of both parties, but if the parties are unable to reach agreement following good faith discussions, then Agency will have final decision-making authority:

1. Selection of Development Team, including architect, civil engineer, landscape architect, green consultant, general contractor, land use attorney, and transactional attorney;

2. Approval of Zoning Entitlement Submission
3. Schematic and Design Development Drawings

4. Construction Documents

5. Specifications, including materials and finishes;
6. Development budget;
7. Development-related contracts in excess of $50,000;

8. Final terms of the pre-development, construction and permanent debt and equity financing for the Project or any component thereof;

9. Selection of Property Management Agent

10. Rental Marketing/Branding Plan;
11. Rental Tenant Selection Plan;

12. Operating budget.
EXHIBIT C
Predevelopment Budget
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