	
	
	



MEMORANDUM OF UNDERSTANDING
BETWEEN
[JUNIOR PARTNER]
AND
[SENIOR PARTNER]

This Memorandum of Understanding (the "MOU") is entered into this [DAY] day of [MONTH], [YEAR], (“Effective Date”) between [JUNIOR PARTNER], a California nonprofit public benefit corporation (“JP”), and [SENIOR PARTNER], a California nonprofit public benefit corporation (“SP”), collectively referred to as the “Parties” and individually as a “Party.”
Whereas, [JUNIOR PARTNER] is a California public benefit corporation whose purposes are to: [DESCRIPTION OF ACTIVITIES] in [GEOGRAPHIC AREA] for the purpose of [ORGANIZATION’S MISSION]. 
Whereas, [SENIOR PARTNER] is a California public benefit corporation whose purposes are to: [DESCRIPTION OF ACTIVITIES] in [GEOGRAPHIC AREA] for the purpose of [ORGANIZATION’S MISSION]. 
Whereas, the Parties wish to work together to implement [DESCRIPTION OF GOVERNMENT PROGRAM / SOURCE OF FUNDS]; 
Now, therefore, in consideration of the foregoing, the Parties hereto agree to work together to implement each of their respective commitments under this MOU as follows:
1. Description of Development Project
For purposes of this MOU, a “Project" is a property that has been identified to [SATISFY CONDITIONS OF GOVERNMENT PROGRAM / SOURCE OF FUNDS]. Initially, the following property has been identified as a Project:
· [PROPERTY ADDRESS], will be owned by [JUNIOR PARTNER’S LLC], a California limited liability company (“LLC”)
The Parties may identify other and/or additional Projects, which will be documented by amendment to this MOU. 
The Parties intend that, for each and any Project, [JUNIOR PARTNER] will form or has already formed a single member LLC to purchase and take title to the property (the “LLC”). Following Project acquisition close, the Parties intend that [JUNIOR PARTNER] will amend the LLC’s structure to include [SENIOR PARTNER] as an additional member, and [SENIOR PARTNER’S] membership will continue for the duration of rehabilitation work. [SENIOR PARTNER] will manage the rehabilitation and will be paid a developer fee from the project budget. As such, [SENIOR PARTNER] will enter into a development or construction management agreement with the LLC on or about the Project close date. The Parties intend for [SENIOR PARTNER] to exit as a member of the LLC once Project rehabilitation is complete and construction financing has been repaid in its entirety or is converted to a permanent loan to be assigned to a party other than [SENIOR PARTNER]. Upon exit, [SENIOR PARTNER] will retain no economic interest in the Project and expect no economic return. 
The Parties will enter into a property management agreement for the Project prior to the close date. Following completion of rehabilitation, [SENIOR PARTNER] may continue to provide property management services to the Project, subject to the terms of [JUNIOR PARTNER’S] grant agreement with the [GOVERNMENT PROGRAM / SOURCE OF FUNDING](the “Grant”) and to additional negotiation that may be required with the Cooperative, subsequently defined.
For each and any Project, [JUNIOR PARTNER] will work with tenants to explore formation of a tenant-controlled housing cooperative (the “Cooperative”) intended to take ownership of the rehabilitated improvements. Once rehabilitation is complete, all obligations related to construction financing have been fully met, and permanent financing is in place, the Parties do not intend for [SENIOR PARTNER] to have any continued involvement with the Project, except that [SENIOR PARTNER] may continue as property manager pursuant to Sections 2(n) and (o) below. 
The Parties will be obligated to complete acquisition and rehabilitation of that property, and their respective obligations will be set forth in a binding development or construction management agreement which includes a detailed scope of work for the rehabilitation. Completion of the rehabilitation work will be subject to the Parties securing construction and permanent financing sufficient to cover the scope of work, which financing the Parties will work to secure through good faith best efforts.
2. Roles and Responsibilities
Initially, roles and responsibilities for each Project shall be allocated between the Parties as follows: 
a. Site Selection/ Identify Site. [JUNIOR PARTNER] will pursue leads for properties already organized by the tenants and provide acquisition criteria/preferences for [SENIOR PARTNER’S] broker. [SENIOR PARTNER] (via their broker) will help identify properties in [GEOGRAPHIC AREA]. 
b. Due Diligence. For the initial acquisition and rehabilitation, [SENIOR PARTNER] will lead, working closely with [JUNIOR PARTNER] and informing [JUNIOR PARTNER] of all findings. [JUNIOR PARTNER] will approve any actions to be taken by [SENIOR PARTNER]. This due diligence (inspections, reports, etc.) will be funded by a [$ AMOUNT] recoverable grant from [GOVERNMENT PROGRAM / SOURCE OF FUNDING]. Any additional due diligence will proceed similarly, with the source of funds to be determined as necessary. 
c. Resident Outreach. [JUNIOR PARTNER] will be responsible for building relationships with existing tenants and assessing the likelihood of successful transition to tenant ownership. [JUNIOR PARTNER] will then steward the property and help the tenants through the ownership transition process. [SENIOR PARTNER] will have no role or responsibility. 
d. Financing – Equity. It is anticipated that [JUNIOR PARTNER] will be the recipient of the Grant, which will be used to finance the acquisition of a Project. Grant funds may or may not be used to finance a Project's rehabilitation.
e. Financing – Debt. In the case that the escrow is cancelled after a certain amount of nonrefundable earnest money deposit (EMD) is released to the seller, [SENIOR PARTNER] will be responsible for reimbursing the [GOVERNMENT PROGRAM / SOURCE OF FUNDING] recoverable grant for the first [$ AMOUNT] and last [$ AMOUNT] of the EMD. [JUNIOR PARTNER] will be responsible for the third financial release of [$ AMOUNT] of EMD released to the seller, should the full EMD amount of [$ AMOUNT] be released.
[SENIOR PARTNER] will lead in securing construction loan financing for Project rehabilitation and will assume all obligations as documented in the relevant Project construction loan agreement(s), Project deed(s) of trust or assignment(s) of deed of trust, Project promissory note(s) and completion and/or payment guarantee(s). The Parties will determine for each Project whether one Party or both will sign as guarantor(s). Any additional obligations to be assumed by [SENIOR PARTNER] with respect to each Project rehabilitation will be negotiated and documented between the Parties in good faith. 
The construction loan will be converted to permanent financing upon completion of Project rehabilitation. [JUNIOR PARTNER] will lead in seeking permanent financing, in conjunction with the Working Group, as defined in Section 3 below. [SENIOR PARTNER] will support [JUNIOR PARTNER] in identifying permanent financing options. Either the LLC or the Cooperative will assume the permanent financing obligations.
Approximately six (6) months prior to the conversion date, as indicated in the construction loan documents, the Parties will jointly review the status of permanent loan financing. If permanent financing is not yet secured, the Parties will jointly determine what additional action(s), if any, [SENIOR PARTNER] should take to assist [JUNIOR PARTNER] in securing it. 
Approximately three (3) months prior to the conversion date, the Parties will jointly review the status of Cooperative formation. [JUNIOR PARTNER] will work with such Cooperative, if formed, to determine whether the LLC or Cooperative can and will assume permanent financing for the Project. If a commitment for permanent financing has not been secured by this time, the Parties will jointly review the status of permanent loan financing, again determining what additional action(s) should be taken by the Parties. They will also negotiate alternate exit strategies for [SENIOR PARTNER] and/or strategies to gain additional time for securing the permanent loan. Such strategies could include, but does not have to include, and are not limited to: [JUNIOR PARTNER] assuming the permanent loan in place of the LLC or Cooperative, [JUNIOR PARTNER] agreeing to assume the construction loan, transfer of LLC membership interests, and/or negotiating a rehabilitation standstill period that will toll the construction schedule agreed to under the construction loan documents. 
If one (1) month prior to the conversion date, either Party determines, in its reasonable discretion, that permanent financing may not be in place in time to avoid default on the construction loan, the Parties will meet and confer within three (3) days of such determination. They will jointly review the status of the construction loan and the potential of default and negotiate in good faith on which previously identified strategy should be implemented. 
The Parties agree to take all commercially reasonable action to avoid default and foreclosure. Should default occur, [JUNIOR PARTNER] and [SENIOR PARTNER] will in good faith jointly determine whether such default can be remedied, whether foreclosure is unavoidable and whether any potential workouts are possible. Any cost or expense resulting from default due to untimely loan conversion will be apportioned equally between the Parties. If foreclosure occurs, the Parties will undergo the process jointly, and financial loss or credit will be apportioned between the Parties as indicated in the LLC Operating Agreement. Whether one Party or both Parties serve as guarantors for the construction loan, any cost or expense incurred under the construction loan guaranty will be apportioned equally between the Parties.
f. Attorney/Legal. Each Party is responsible for securing its own legal counsel. [JUNIOR PARTNER] will pursue legal counsel to prepare a joint operating agreement, property management agreement, and/or development/construction management agreement. [SENIOR PARTNER] has counsel that may review any legal documents and the closing of any loans. Any and all legal costs will be absorbed into Project finances. 
g. Acquisition Closing/Close of Escrow. [SENIOR PARTNER] will lead, working closely with [JUNIOR PARTNER] and informing [JUNIOR PARTNER] of findings. [JUNIOR PARTNER] will review and sign Purchase Offers.
h. Predevelopment. [SENIOR PARTNER] will lead the predevelopment process. [JUNIOR PARTNER] will support, including by answering any CLT-specific questions. The Parties intend to cover any costs by utilizing the [GOVERNMENT PROGRAM / SOURCE OF FUNDING]. 
i. Rehabilitation Scope of Work. [SENIOR PARTNER] will lead this process and propose a scope of work to [JUNIOR PARTNER]. [JUNIOR PARTNER] will review and approve the proposed scope of work. The Parties intend to further describe this process in a development agreement. 
j. Selecting General Contractor. [SENIOR PARTNER] will be responsible for finding a general contractor, working closely with [JUNIOR PARTNER]. [JUNIOR PARTNER] will approve [SENIOR PARTNER’S] selection.
k. Rehabilitation Oversight. [SENIOR PARTNER] will be responsible for oversight, consulting [JUNIOR PARTNER] to define scope of rehabilitation within a to-be-determined amount, funded by a separate lending source. The developer fee and CLT fee, together with any other costs not directly related to acquisition and rehabilitation, will collectively be less than 10% of the Grant amount. 
l. Resident Training. [JUNIOR PARTNER] will prepare and lead tenants in cooperative development and transitioning property management responsibility to the tenants. [SENIOR PARTNER] will have no role or responsibility beyond those agreed in the property management agreement. 
m. Tenant Services/Support. [JUNIOR PARTNER] will be the main point of contact for tenants and be responsible for stewarding the property and providing ongoing tenant engagement, services, and support. [SENIOR PARTNER] may participate in tenant meetings to provide development updates. [SENIOR PARTNER’S] property management team may potentially also be a point of contact for tenants. 
n. Property Management – Rental Model. For the duration of the rehabilitation period in which the Project is operating as rental housing, [SENIOR PARTNER] will be responsible for property management.  [SENIOR PARTNER] may continue to serve as property manager, subject to additional negotiation that may be required if a Cooperative is formed to take title to the improvements.
o. Property Management – Cooperative Model. Once a Cooperative is formed, the Cooperative may choose to contract with [SENIOR PARTNER’S] property management team for property management services, if a separate agreement is reached. All property management decisions are subject to [GOVERNMENT PROGRAM / SOURCE OF FUNDING] approval, as required by [JUNIOR PARTNER’S] grant agreement with the [GOVERNMENT PROGRAM / SOURCE OF FUNDING].
p. Asset Management. [JUNIOR PARTNER] will be responsible for asset management, including but not limited to insuring the Project. [SENIOR PARTNER] may provide guidance but will have no formal responsibility. 
q. Property Taxes. [SENIOR PARTNER] will be responsible for filing the initial welfare tax exemption claim upon entering into the LLC and will make subsequent filings while it remains in the LLC. After [SENIOR PARTNER’S] exit from the LLC, [SENIOR PARTNER] will have no further obligation to file property tax exemptions for the relevant Project.
r. Compliance – Reporting. During the predevelopment and construction/rehabilitation phases, [SENIOR PARTNER] will be responsible for leading any compliance obligations under the [GOVERNMENT PROGRAM / SOURCE OF FUNDING]. After rehabilitation is complete, [JUNIOR PARTNER] will assume this responsibility. 
3. Confidentiality
The Parties acknowledge that, in carrying out the Project, a Party may have access to confidential, proprietary and/or sensitive information and/or materials relating to the other Party and its business (collectively, “Confidential Information”). The Parties also acknowledge that each participates in a working group with other nonprofit organizations and partners to develop and implement the [GOVERNMENT PROGRAM / SOURCE OF FUNDING] (the “Working Group”). Each Party agrees to hold all Confidential Information in confidence, and will not disclose any Confidential Information to any person or entity other than (a) professional advisors to the Parties (e.g., attorneys, consultants and board members); (b) any of the members, principals, trustees and/or employees of the Parties; (c) any additional parties entering into this MOU, in each case with the other Party’s prior approval; or (d) pursuant to a subpoena or order issued by a court, arbitrator or governmental body, agency or official. It shall not be a breach of this section for a Party to disclose Confidential Information to the Working Group or its members, if the disclosing party reasonably believes that the specific Confidential Information disclosed was relevant to furthering the mutual goals of the Working Group. For the avoidance of doubt, no information and/or materials of a Party will be deemed to be “Confidential Information” if such information has become publicly available other than by an act of, or failure to act by, the other Party.
4. Amendments
This MOU, or any part hereof, may be amended only by a written instrument executed by each Party.
5. Severability
If any provision of this MOU as applied to either Party or to any circumstance shall be adjudged by a court of competent jurisdiction to be void or unenforceable, the same shall in no way affect any other provision of this MOU or the validity or enforceability of this MOU.
6. Governing Law
This MOU is made in the State of California, and the Parties agree that all questions concerning the meaning, intention, enforcement or validity of this MOU and all questions relating to the performance hereunder respecting any Party hereto shall be judged and resolved in accordance with the laws of the State of California.	
7. Future Agreements
The terms and conditions of any existing or future written agreement between any of the Parties with respect to the Program and Projects, including but not limited to any loan documents or purchase/sale agreement between the Parties, will supplement the terms and conditions contained in this MOU. Such terms and conditions will only supersede this MOU to the extent those terms and conditions contradict this MOU.
8. Notice
Any notices under this MOU shall be in writing via email using the information below:  
To [JUNIOR PARTNER]: 	                         	[DIRECTOR/REPRESENTATIVE NAME]
[DIRECTOR/REPRESENTATIVE POSITION]
Email: [DIRECTOR/REPRESENTATIVE EMAIL]


To [SENIOR PARTNER]: 			[DIRECTOR NAME]
Director of Development
Email: [DIRECTOR EMAIL]

In witness whereof, the Parties have caused to be executed on their respective behalf this MOU the day and year first herein written. 

[JUNIOR PARTNER],		                                       [SENIOR PARTNER],
a California nonprofit public benefit corporation		a California nonprofit public benefit corporation


By: ___________________________________		By: ___________________________________
[bookmark: OpenAt][DIRECTOR/REPRESENTATIVE NAME]		[DIRECTOR NAME]			
[DIRECTOR/REPRESENTATIVE POSITION]		Director of Development		
Date:	 						Date: 						
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