RESOLUTION NO. 2013 -
Adopted by the Sacramento City Council

on the date of

WASHINGTON PLAZA APARTMENTS REHABILITATION (“PROJECT"):
APPROVAL OF $3,120,000 PERMANENT AGENCY FINANCING AGREEMENT;
APPROVAL OF DISPOSITION AND DEVELOPMENT AGREEMENT AND
EXECUTION OF RELATED DOCUMENTS WITH WASHINGTON PLAZA HOUSING
ASSOCIATES, LP; RELATED BUDGET AMENDMENTS, AND ENVIRONMENTAL
FINDINGS

BACKGROUND

A. Washington Plaza Housing Associates, LP, (“Developer”) is a single-asset tax credit
investment partnership formed to finance and rehabilitate the Washington Plaza
Senior Apartments at 1318 E Street. The Developer's managing general partner is
Washington Plaza Housing Associates,LLC, whose members are Sacramento
Housing Authority Repositioning Program, Inc. (*SHARP”) and an affiliate of
BRIDGE Housing Corporation (‘"BRIDGE"). Developer applied for an allocation of
$3,120,000comprised of not more than $2,568,000 of City Home Investment
Partnership Program (“HOME") funds and $552,000 of City Community
Development Block Grant Multifamily Residential (*CDBG”") funds (“Loan
Commitment”} to provide permanent financing of the 76-unit Washington Plaza
Senior Apartments (“Washington Plaza” or “Project”).

B. The Project qualifies for HOME and CDBG funds under the Sacramento Housing
and Redevelopment Agency (“Agency”) guidelines.

C. On September 10, 2013, the Sacramento City Council approved the use of the
requested HOME and CDBG funds and authorized a related loan commitment from
the Sacramento Housing and Redevelopment Agency (“Agency”) to the Developer.

D. On September 10, 2013, the Housing Authority Board approved the commitment to
the Developer for financing in the form of seller financing (“Carryback Loan
Commitment”) from the Agency on behalf of the Housing Authority in an amount of
$5,458,000 as justified by fair market value appraisal.

E. On September 10, 2013, the Housing Authority authorized the Executive Director to
enter into a purchase-and-sale agreement for the improvements, a ground lease
agreement, and related documents to accomplish the Project.

F. The Agency considered environmental impacts of the Project in accordance with
California Environmental Quality Act (CEQA) and determined that the Project is
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exempt due to CEQA §15301, where rehabilitation to the existing facility involves no
expansion or change to the existing use.

. The Agency reviewed the Project under the National Environmental Policy Act
(NEPA) and made a Finding of No Significant Impact.

. On September 10, 2013, the City Council approved the CEQA and NEPA and other
Project findings in its Resolution Numbers.2013-0302 and 2013-0303.

Further environmental review is not required under CEQA or NEPA because there is
neither any new information of substantial importance nor any substantial changes
to the circumstances under which the project will be undertaken that would require
the preparation of supplemental environmental documentation the actions herein fall
within the scope of the project that was previously analyzed.

BASED ON THE FACTS SET FORTH IN THE BACKGROUND, THE CITY COUNCIL
RESOLVES AS FOLLOWS:

Section 1.  All of the evidence having been duly considered, the statements as stated

above are found to be true and correct.

Section 2. The Permanent Loan Agreement, attached as Exhibit A, for financing the

Project with up to $3,120,000 of Agency funds comprised of $2,568,000 of
City HOME funds and $552,000 of CDBG funds, is approved, and the
Sacramento Housing and Redevelopment Agency (Agency) is delegated
authority to execute and transmit the Loan Agreement and related
documents, including the Regulatory Agreement to the Developer.

Section3. The Agency is authorized to enter into the Disposition and Development

Agreement, attached as Exhibit B, between the Agency and, jointly the
Housing Authority of the City of Sacramento and the Developer
transferring the project to the Developer for rehabilitation and operation
pursuant to the terms and conditions therein.

Section4. The Agency is authorized to enter into and execute other documents, in a

form as approved by Agency Counsel, and perform other actions
necessary to fulfill the intent of the permanent loan agreement and
Disposition and Development Agreement that accompanies this
resolution, in compliance with the terms of each, and to ensure proper
repayment of the Agency funds including without limitation, subordination,
extensions, and restructuring of such a loan consistent with Agency
adopted policy and with this resolution.

Table of Contents:

Exhibit A— Permanent Loan Agreement
Exhibit B — Disposition and Development Agreement
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Exhibit A: Permanent Loan Agreement

PERMANENT LOAN AGREEMENT
WASHINGTON PLAZA APARTMENTS

ARTICLE I TERMS AND DEFINITIONS:

“EFFECTIVE DATE” | | Which is the date as of which this Loan Agreement shall be effective,

LENDER AND BORROWER HAVE ENTERED THIS LOAN AGREEMENT AS OF THE EFFECTIVE DATE. This Loan
Agreement includes Article II Loan Provisions and the attachments and Exhibits listed below, all of which are
incorporated in this Loan Agreement by this reference. The capitalized terms in this Loan Agreement shall have the
meanings assigned in Article 1 Terms and Definitions and as defined in Article I Loan Provisions. (Terms being
defined are indicated by quotation marks. If an item in this Article 1 table is marked “None, Not Applicable, N/A or
equivalent or is left blank, that defined term is not applicable to this Loan or the referenced item is not required or is
not included in this Loan, as the context may indicate.) The Lender is making the Loan pursuant to the terms and
conditions of this Loan Agreement.

NOW, THEREFORE, in consideration of their mutual promises, the parties agree as follows:

5L “Loan Infernation” The general loan provisions of the Loan
“LLENDER” The following public agency that is making the Loan, and whose legal status and address are:
Name Sacramento Housing and Redevelopment Agency
| Legal Status A joint powers authority
Principal Address 801 12th Street, City of Sacramento, Sacramenio County, California 95814
“BORROWER" The borrower of the Loan funds whose name, legal status and address are:
Name Washington Plaza Housing Associates, L.P.
Legal Status limited partnership
Principal Address 345 Spear Street, Suite 700, San Francisco, California 94105
“LOAN” The Loan made by this Loan Agreement.
“LOAN COMMITMENT” | Lender’s loan commitment, made by letter dated as of | September 10, 2013
“LOAN PROGRAM” Lender’s Loan Program, commonly known as HOME and CDBG
“LLOAN AMOUNT” Three Million One Hundred Twenty Thousand Dollars and no/100 ($3,120,000.00)
“INTEREST RATE” The interest rate is zero percent (0%)
“MATURITY DATE” First Day of the 660™ month.
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“PAYMENT START
DATE”

Annual installments are to begin on the first day of the first month of the first year after
repayment of the Seller Carryback loan and all accrued Ground Lease payments to date after
issuance of the annual audited financial statement. Based on the annual audited financial
statement, such payments will be made upon a “Residual Cash Flow” basis meaning Revenue
reduced by the following: (a) Operating Expenses; (b) deposits into operating and/or replacement
reserves maintained by the Borrower; (¢) debt service and fees on the Senior Loan and reserve
deposits required under the Senior Loan; (d) asset management fee up to Five Thousand Dollars
($5,000) beginning in 2014, the first year of operations after construction completion and closing
of this Loan, and thereafter increasing by three percent (3.0%) annually; and (¢) partnership
management fee up to Twenty Thousand Dollars ($20,000) beginning in 2014, thereafter
increasing by three percent (3.0%) annually.

The Net Income is defined as periodic “Revenue” less “Operating Expenses.” “Revenuc” means
all revenue from the leasing of the of the Project, including but not limited to all rents, fees, and
charges paid by tenants as well as rental subsidy payments regardless of the source of these
subsidies, forfeited tenant deposits, rent increases, proceeds from vending machines and laundry
room machines. Revenue shall not include tenants’ security deposits (unless forfeited), interest on
those deposits, loan proceeds, capital contributions or similar advances, or amounts released from
reserves or interest on reserves.

“Operating Expenses” shall mean actual costs, fees and expenses as evidenced by invoices
attributable to the operation, recordkeeping, maintenance, taxes and management of the Project,
including a property management fee of Forty Thousand Dollars ($40,000) in 2014 and increasing
three percent (3.0%) annually thereafter; taxes and assessments; payroll, benefits and payroll
taxes of for property employces; insurance; security; painting, cleaning, repairs, and alterations;
landscaping; sewer charges; utility charges; advertising, promotion and publicity; cable
television, satellite and other similar services; office, janitorial, cleaning and building supplies;
recreational amenities and supplies; purchase, repair, servicing and installation of appliances;
costs and expenses associated with the provision of social and/or community services to the
residents of the Project; equipment, fixtures and furnishing; fire alarm monitoring; fees and
expenses of accountants, attorneys, consultants and other professionals.

Payments from Residual Cash Flow shall only occur after the Housing Authority Seller Carryback
loan for the acquisition of the improvements has been repaid in full and all accrued Ground Lease
payments paid to date. All unpaid principal shall be due and payable at Maturity or upon sale of
the improvements or refinancing of the improvements that results in a change in the debt ratio.

“PAYMENT SCHEDULE”

Payable annually in an amount equal to Residual Cash Flow as described above payable on the
Payment Start Date and continuing annually thereafter on the first day of the calendar month
following issuance of the annual andited financial, through and including the six hundred sixtieth
(660™) month.

“BORROWER EQuITY”

Seven Million Six Hundred Which is the minimum amount of cash or cash equivalent
Thousand Dollars and No {excluding land equity or other non-cash investment in
Cents($7,600,000.00) the Project) that Borrower is investing in the Project.

“SPECIAL TERMS”

At completion of construction, Borrower shall submit to Lender a cost certification prepared by a
qualified, independent auditor acceptable to Lender, which cost certification shall indicate the
amounts actually spent for each item in the cost breakdown. If there is an aggregate savings in the
total of all such cost breakdown items from the cost breakdown items in the original Budget
approved by the Lender, the Lender shall withhold for itself as Loan repayment one-half of such
savings from the amount of retention then held by the Lender, and the Loan balance shall be
reduced by the amount so withheld. The Lender, in its sole discretion, shall determine any
reduction and/or repayment of the Loan based upon this cost certification and the original
approved Budget for the Project.
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Acquisition and rehabilitation of existing multifamily property
Which is the Protect to be at 1318 E Street, Sacramento, California. The Project has a total
develoned on th CJ Property of 76 residential units, 16 of which shall be affordable to
“PROJECT” with t(];l: I oan funds ltjiescﬂbe d individuals earning no more than 50% of the Area Median
as: ? Income (AMI) and at least 59 units shall be affordable to
) individuals earning no more than 60% AMI. One unit will be
the unregulated manager's unit.
3. “Collateral” The Collateral securing repavment of the Loan, which Collateral consists of the follow ing
“PROPERTY” The following described real property, which is security for the Loan:
Address 1318 E Street, Sacramento, California, 95814
Assessor’s Parcel 002-0124-006, 002-0124-007, 002-0124-008
Numbers
«[ epal Description” The Property is situated in the State of California, County of Sacramento, and is more particularly
g P described in Exhibit: Legal Description attached and ircorporated by reference.
Borrower’s Title Borrower has fee interest in the Property or, if the Additional Escrow Instructions so indicate,
Interest Borrower will acquire fee interest in the Property at Close of Escrow.
“ADDITIONAL The Additional Collateral securing repayment of the Lozn is any additional security required by
COLLATERAL" Lender under this Toan Agreement, including without limitation the following items, if any
w Borrower’s interest in the following personal &
Piii;?gﬁ,l,‘ property, tangible and intangible, and all other such t:as:s BenalEprecmEnis; or the
property listed as security in this Loan Agreement “roperty
Address Not Applicable
Assessor’s Parcel Number Not Applicable
“ADDITIONAL REAL
PROPERTY” “Legal Description” Not Applicable
Borrower’s Title Interest Not Applicable
C. “Escrow lNFORMATI()N’i::
“Title Company” and Placer Title Company ‘Which is the title company that will issue the Title Policy
“Escrow Agent” Jenny Vega and that will act as Escrow Agent for the Escrow
“Escrow” The escrow with Escrow Agent
“Closing Date” Which is the date for close of the Escrow, as it may be
extended
DiF. “List of Exhibils™ (THE FOLLOWING ARE ATTACHED AND INCORPORATED IN THIS LOAN
AGREEMENT);
EXHIBIT DEFINED TERM
Exhibit 1: L egal Description “Legal Description”
Exhibit 2: Scope of Development “Scope of Development”
Exhibit 3: Note Form “Note”
Exhibit 4: Trust Deed Form “Trust Deed”
Exhibit 5: Regulatory Agreement Regulatory Agreement
Exhibit 6: HUD Use Agreement “HUD Use Agreement”
Exhibit 7: Escrow Instructions “Escrow Instructions
Exhibit 8: Federal Requirements “Federal Requirements”
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E.  —Approval Documents” BORROWER SHALL SUBMIT THE FOLLOWING

DOCUMENTS FOR LENDER APPROVAL

Leases and rental agreements for the Property, the iease revenues of which were considered in underwriting the Loan

Borrower’s organizational documents, such as partnership agreements or corporate articles and by-laws

Budget for the cperation of the Property, including capital improvements and operating reserve account

Permanent finarcing documents for senior loans

Relecation Plan

. “Assigned Documents” BORROWER ASSIGNS THE FOLLOWING DOCUMENTS TO
LLENDER

H. “Special Provisions” THE FOLLOWING SPECIAL PROVISIONS SHALL BE IN ADDITION TO THE
PROVISIONS OF THIS LOAN AGREEMENT

Borrower may elect to close the Loan in advance of closing of the senior loan, provided that the senior loan meets all

requirements of this Loan Agreement. Agency will subordinate this Loan to the senior loan, provided that the senior loan does

not require modification of this Loan Agreement or Agency’s entering into any agreements containing new or modified Loan

terms.

For the life of the Loan, Borrower shall obtain and maintain a property management agreement with a duly accredited property
management compary for the management of the Property, and shall assure the compliance of the property management with
such agreement. Agency shall not disburse any funds under this Loan Agreement unless and until it has reviewed and
approved the agreement as adequate and the property management company as top quality and duly accredited. Agency shall
have the right to review and approve any proposed changes to scope of said agreement and to changes in the real estate
property managemert company, prior to Borrower’s making such changes. Any such changes made without Agency approval
shall be a default of the loan. It is agreed by and between the Parties that initially the Borrower and Housing Authority of the
City of Sacramento shall enter into a property management agreement.

Borrower shall maintain reserves for replacement and repairs required to be made to the Property, fixtures on $ 22,800
the Property or personal property used on the Property, or otherwise as approved by Lender, in az amount, at
all times, not less than.

When requested by Lender, Borrower shall provide certified financial statements and such other evidence as the Lender may
deem necessary to verify the Property net income, including without limitation copies of certified rent roles, bank statements,
billing statements and invoices.

Sacramento Housing and Redevelopment Agency is approved by the Lender as *“Property Menager” for the Property and
Project.

Borrower shall provide Lender with a detailed resident services plan including but not limited to (1) identification of all entities
responsible for providing resident services to Project tenants and each entity’s role in the provision of those services; (2) the
services will provided for a minimum of ?? hours per week, including adult activities and service coordination; (3) a
description of the programs to be offered; and, (4) a proforma resident services budget..
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ARTICLE II LOAN PROVISIONS

LENDER AND BORROWER HAVE ENTERED THIS LOAN AGREEMENT AS OF THE EFFECTIVE DATE. The capitalized
terms in this Loan Agreement shall have the meanings assigned in Article I General Terms and as defined in Section
1 of this Article II Loan Provisions. (Terms being defined are indicated by quotation marks.) The Lender is making
the Loan pursuant to the Loan Commitment and the terms and conditions of this Loan Agreement.

Now, THEREFORE, in consideration of their mutual promises, the parties agree as follows:

1. DEFINITIONS. Terms not defined in Article I and II of this Loan Agreement shall have the
definitions assigned in the Trust Deed. If a definition in Article I refers to an Exhibit that is a document form, the
attached document is a true and correct copy of the docurnent referenced. As used in this Loan Agreement, the
following terms shall have the following meanings:

1.1. “Business Day” means regularly scheduled business day of the Sacramento Housing and Redevelopment
Agency. Whenever any payment to be made under this Loan Agreement is due on a day other than a Business Day,
it may be made on the next succeeding Business Day, and the resulting extension of time will be included in the
computation of payment of interest.

1.2. “Close of Escrow” means the fulfillment of the Escrow terms and conclusion of the Escrow, including,
without limitation, the execution of unexecuted documents, the recordation of documents specified for recording, the
issuance of title insurance policies, the payment of fees and the delivery of funds and documents as directed in the
escrow instructions for the Escrow. The Close of Escrow shall occur on the Closing Date.

1.3. “Default Rate” is the maximum legal interest rate.
1.4. “Escrow™ is the escrow with Title Company for the closing of the Loan.

1.5. “Escrow Instructions” means the Escrow Instructions for the Escrow signed by each of the parties to this
Loan Agreement.

1.6. “Event of Default” ts breach of or default in a party’s obligations under this Loan Agreement, the Trust
Deed, the Note and any other instrument that is incorporated in this Loan Agreement or that otherwise secures the
repayment of the Loan.

1.7. “Financial Statements” means the financial statements of Borrower (and any other persons on whose
financial capacity the Lender has relied in making this Loan) as may be required by Lender from time to time,
including operating statements, balance sheets, and any other financial reports and information that Lender may
require.

1.8. “Fixtures” means all fixtures located on or within the Property or now or later instalied in or used in
connection with any of the Property, including, as applicable and without limitation, all partitions, screens, awnings,
motors, engines, boilers, furnaces, pipes, plumbing, elevators, cleaning and sprinkler systems, fire extinguishing
apparatus and equipment, water tanks, heating, ventilating, air conditioning and air cooling equipment, built-in
refrigerators, and gas and electric machinery, appurtenances, and equipment, whether or not permanently affixed to
the Project.

1.9. “Governmental Authority” means the United States of America, the State of California, the County of
Sacramento, the City of Sacramento or any other political subdivision, agency, department, commission, board,
bureau, or instrumentality of any of them.

1.10. *Governmental Requirement” means any law, ordinance, order, rule, regulation, plan, ruling,
determination or requirement of a Governmental Authority.
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1.11. “Loan” is the loan from Lender to Borrower made pursuant to this Loan Agreement.

1.12. “Loan Agreement” means this Permanent Loan Agreement including Article I and 11, all Exhibits attached
to this Loan Agreement (which are incorporated in this Loan Agreement by this reference) and the Loan Documents
which are not otherwise included in this definition,

1.13. “Loan Documents” means the Note, this Loan Agreement, the Security Documents, and all other
documents (including guaranties) evidencing, securing, or relating to the Loan.

1.14. “Loan Maturity Date” means the date on which the entire unpaid balance of the Loan, including principal
and interest, is due and payable.

1.15. “Loan Proceeds” means funds disbursed by Lender on account of the Loan and pursuant to this Loan
Agreement.

1.16. “Permanent Lender” is the lender for the Permanent Loan.

1.17. “Permanent Loan” means the permanent financing obtained by Borrower, which is to be made
concurrently with the Loan and which is secured by a senior lien against the Property.

1.18. “Personalty’”” means, whether or not listed as Additional Collateral, all of Borrower's interest in all
accounts, contract rights, and general intangibles (specifically including any insurance proceeds and condemnation
awards) arising out of the ownership or operation of the Property, and all furniture, furnishings, equipment,
machinery, materials and supplies, leasehold interests in personal property, and all other personal property (other
than Fixtures) of Borrower now or later located about the Property, together with all present and future attachments,
accessions, replacements, substittions, and additions, and the cash and noncash proceeds,

1.19. “Potential Default” means an event that would constitute an Event of Default but for any requirement of
notice to be given or period of grace or time to elapse.

1.20. “Security Documents™ means the Trust Deed, together with all other documents entered into between
Borrower and Lender or by Borrower in favor of, or for the benefit of, Lender that recite that they are to secure the
Loan,

1.21. “Title Policy” means the title insurance policies to be issued in connection with this Loan, as further
defined in the Escrow Instructions.

2. BORROWER'S REPRESENTATIONS AND WARRANTIES. As a material inducement to Lender to
enter into this Loan Agreement and to make the Loan to Borrower, Borrower unconditionally, and each signatory
who signs on its behalf, to the extent of their actual knowledge, represents and warrants to Lender, as of the Close of
Escrow, as follows:

2.1. BORROWER'S POWERS. Borrower has full power and authority to execute this Loan Agreement, the Note,
the Trust Deed, and all of the other Loan Documents, to undertake and consummate the contemplated transactions,
and to pay, perform, and observe all of the conditions, covenants, agreements, and obligations.

2.2. BINDING OBLIGATION. This Loan Agreement, the Note, the Trust Deed, and each of the other Loan
Documents constitute a legal and binding obligation of, and are valid and enforceable against, each party other than
Lender, in accordance with the terms of each.

2.3. LITIGATION. There are no actions, suits, or proceedings pending or, to the best knowledge of Borrower,
threatened against or affecting Borrower, the Property, or any part of it, or involving the validity or enforceability of
the Trust Deed, the priority of the lien, or the validity or enforceability of any of the other Loan Documents, at law
or in equity, or before or by any Governmental Authority. Borrower is not in default with respect to any order, writ,
injunction, decree, or demand of any court or other Governmental Authority.
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2.4. NO VIOLATION. The consummation of the transactions covered by this Loan Agreement and the payment
and performance of all of the obligations in the Loan Documents, will not result in any breach of, or constitute a
default under, any mortgage, deed of trust, lease, contract, loan or credit agreement, corporate charter, bylaws,
partnership agreement, trust agreement, or other instrument to which the Borrower or any of its general partners is a
party or by which it or they or the Property may be bound or affected.

2.5. NOo DEFAULT. There is no Event of Default or Potential Default on the part of Borrower.

2.6. TITLE TO PROPERTY. Borrower is the sole legal and beneficial owner of the Property, which is free of all
claims, liens, and encumbrances other than those shown in the Title Policy.

2.7. NO UNAPPROVED LOANE. Borrower has not received financing for either the acquisition of the Property,
the use and operation of the Property, or the permanent financing of the Property except as has been fully disclosed
to and approved by Lender in writing.

2.8. TITLE OF PERSONALTY. All Personalty is vested solely in Borrower, free of all claims, liens, and
encumbrances, and the security interest of Lender in the Personalty is a lien.

2.9. TAXES Pa1D. Borrower has filed all required Federal, State, County, and City tax returns and has paid all
taxes due and owing. Borrower knows of no basis for additional assessments with respect to any taxes, other than
the lien of taxes not yet due.

2.10. CONSTRUCTION QUALITY. There are no structural defects in the Property that are known to or reasonably
should be known to Borrower or its agents and employees, and to the best of Borrower's knowledge, no violation of
any Governmental Requirement exists.

2.11. Accuracy. All applications, financial statements, reports, documents, instruments, information, and
forms of evidence delivered to Lender concerning the Loan or required by this Loan Agreement or any of the other
Loan Documents are accurate, correct, and sufficiently complete to give Lender true and accurate knowledge of
their subject matter, and do not contain any untrue statement of a material fact or omit any material fact necessary to
make them not misleading.

3. LOAN. Lender agrees to lend to Borrower, and Borrower agrees to borrow from Lender, the Loan
Amount, to finance the purposes and uses and subject to the terms, conditions, representations, warranties, and
covenants, all as stated in this Loan Agreement.

3.1. PRINCIPAL AMOUNT. The principal amount of the Loan shall be the Loan Amount.

3.2. USE OF LOAN FUNDS, Loan funds shall be used only for permanent financing and for other purposes
specified in the Loan Agreement.

3.3. LOAN TERMS. The Loan is made pursuant to the Loan Program and is subject to the laws, rules and
regulations of the Loan Program. Lender agrees to disburse the Loan Proceeds in the manner and subject to the
limitations stated in this Loan Agreement. Interest, at the Interest Rate, shall accrue on each disbursement of Loan
Proceeds commencing on the date on which each such disbursement is made. Repayment of the loan shall be made,
in payments of principal and interest, in lawful tender of the United States, in accordance with the Payment
Schedule.

3.4. NOTE AND SECURITY DOCUMENTS. The Loan is evidenced by the Note executed by Borrower in favor of
Lender and delivered to Lender upon Close of Escrow. Repayment of the Note is secured by the Trust Deed
covering the Property. Borrower shall execute the Trust Deed in favor of the Title Company as Trustor in trust for
the benefit of Lender and deliver it to Escrow for recordation. The Loan is also secured by the Additional
Collateral, if any, as evidenced by the applicable Security Documents.
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3.5. REGULATORY AGREEMENT. The Regulatory Agreement imposing covenants, conditions and resirictions
running with the land is a material consideration for the making of the Loan. Borrower shall execute the Regulatory
Agreement prior to Close of Escrow and deliver it to Escrow for recordation.

4. PERFORMANCE CONDITIONS. The following are conditions
precedent to performance under this Loan Agreement:

4.1. CONDITION OF TiTLE. Lender shall cause Escrow Agent to issue to Borrower (with a copy to Lender) the
Preliminary Report, together with copies of all documents relating to title exceptions referred to in the Preliminary
Report. At Close of Escrow, Lender’s Trust Deed shall be a valid lien against the Property securing the Loan and
subject to no exceptions to title (of record or off record) other than the exceptions listed in the “Conditions of Title”
in the Escrow Instructions.

4.2, CONDITIONS TO LENDER'S PERFORMANCE. Lender's obligation to perform under this Loan Agreement is
subject to all of the following conditions: (a) Borrower has performed all of its obligations then to be performed
pursuant to this Loan Agreement; (b) Borrower has met the Additional Conditions to Close of Escrow and
applicable Special Provisions, if any (c) the closing conditions as defined in the Escrow Instructions have been
fulfilled as of Close of Escrow; (d) Borrower’s representations and warranties in this Loan Agreement are true and
correct as of the Close of Escrow, (e) the Agreement continues to be in full force and effect, no default on the part of
Borrower has occurred under the Loan Agreement, and no event has occurred that, with the giving of notice or the
passage of time, will constitute a default by Borrower under the Loan Agreement; and (¢) Lender has approved the
Approval Documents.

4.3. CONDITIONS TO BORROWER'S PERFORMANCE. Borrower's obligation to perform under this Loan
Agreement is subject to satisfaction of all of the following conditions: (a) Lender has performed all of its obligations
then to be performed pursuant to this Loan Agreement; (b) the closing conditions as defined in the Escrow
Instructions have been fulfilled as of Close of Escrow; (c) Lender has met the Additional Conditions to Close of
Escrow and applicable Special Provisions, if any. (d) Lender’s representations and warranties in this Loan
Agreement are correct as of the date of this Loan Agreement and as of the Close of Escrow; and () the Loan
Agreement continues to be in full force and effect, no default on the part of Lender has occurred under the Loan
Agreement, and no event has occurred that, with the giving of notice or the passage of time, will constitute a default
by Lender under the Loan Agreement.

4.4. Escrow. The parties shall open the Escrow promptly after the Effective Date. Escrow shall close as
provided in the Escrow Instructions on or before the Closing Date.

4.5. COMMISSIONS. Lender is not responsible, by this Loan Agreement or otherwise, to pay commissions in
relation to this transaction.

5. RELOCATION. Lender is required by law to provide relocation services and make relocation
payments to eligible tenants displaced as a result of the Lender’s involvement in the Property. Borrower shall
comply fully with all relocation laws that are the obligation of Lender or are otherwise applicable to the Property.
Borrower’s compliance with the relocation requirements as stated in this Section 5 is a material element of this
Loan. Borrower’s failure to comply with the relocation requirements as stated in this Section 5 is an Event of
Default, subject to Borrower’s opportunity to cure in accordance with applicable law.

5.1. RELOCATION COsTS. Unless otherwise stated in this Agreement, any amounts paid by Lender for
relocation costs and services shall be considered advances under the Loan.

5.2. COOPERATION AND ACCESS. Borrower shall cooperate fully with Lender in complying with such
relocation laws, including without limitation, providing Lender access to all tenants of the Property, to all books and
records related to the tenants of the Property and to all properties offered for temporary or permanent relocation.
Prior to taking any action with respect to relocation of tenants, Borrower shall meet with Lender to establish
reasonable protections for tenants and related reporting requirements for Borrower.
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5.3. BORROWER AS RELOCATION AGENT. With the approval of Lender, Borrower may act as Lender’s agent
in accomplishing such relocation. Lender and Borrower by memorandum in writing shall establish their respective
duties related to such relocation. If Lender and Borrower agree that Borrower will act as Lender’s agent for
purposes of this Loan, Borrower may enter into agreements for the provision of relocation services, or Borrower
may perform such services directly. Borrower shall, by provisions in its agreements or by direction to its staff,
assure that the entity performing the relocation services (a) shall comply with all applicable law, (b) shall fully
inform Lender of all relocation activities, (c) shall make all requests for direction or clarification to Lender, and (d)
shall respond to and follow the Lender’s instruction and direction.

6. ADDITIONAL SECURITY INSTRUMENTS. Upon request by Lender,
Borrower shall execute and deliver to Lender a security instrument in favor of Lender naming as secured property
all contracts related to the Property and all other property of any kind owned by Borrower and used primarily in
connection with the Property. Lender may require such instrument at any time, and from time to time may require
additions of new contracts and other property. Borrower irrevocably assigns to Lender, effective upon Lender’s
written demand, as security for the due performance of this Loan Agreement all of its right, title, and interest in the
Assigned Documents.

7. CONDITIONS PRECEDENT TO LOAN DISBURSEMENT. The obligation of Lender to make any
disbursements under this Loan Agreement shall be subject to the following conditions precedent (subject only to the
rights of the Permanent Lender):

7.1. No Event of Default or Potential Default of Borrower has occurred and is continuing.

7.2. If requested by Lender, Borrower has furnished to Lender an endorsement to the Title Policy showing no
intervening liens or encumbrances on the Property and insuring the full disbursement, together with a satisfactory
report under the California Uniform Commercial Code showing no liens or interests in Personalty other than those
of Lender.

7.3. The Property and all fixtures, and furnishings installed on or acquired for the Property are owned by
Borrower free of any liens, encumnbrance, or other interests of any kind other than Lender's lien or security interest.

7.4. The representations and warranties in the Loan Documents are correct as of the date of the requested
disbursement.

7.5. Borrower has paid Lender all commitment, loan, and other fees then due, and Borrower has submitted to,
and Lender has approved in writing, all documents, records, statements, certificates, reports, and other materials and
information then required to be submitted to Lender for approval under this Loan Agreement.

7.6. Borrower has delivered to Lender all funds, documents, instruments, policies, evidence of satisfaction of
conditions, and other materials then due or otherwise requested by Lender under the Loan Documents.

7.7. There is no legal action threatened or pending against Borrower or affecting the Property or any Additional
Collateral.

7.8. All conditions to Close of Escrow have been satisfied in accordance with the Loan Agreement

7.8.1. Borrower has obtained and Lender has approved a loan approval from a financial institution (or other
lender approved by Lender in its sole discretion} to make the Permanent Loan, which provides (a) that it is subject
only to those conditions which are usual and customary in the industry and which can be satisfied by the proposed
closing date of the Permanent Loan; (b) that it is in full force with no default by any party; and (c) that Lender will
have notice of, and a reasonable opportunity to cure, any Borrower defaults.

7.8.2. The Permanent Lender’s commitment to make the Permanent Loan is in full force, has not been
modified and no event has occurred that with notice or the passage of time or both could result in the termination of
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it. Nothing in the Permanent Loan commitment, or submissions and approvals made under it, conflicts with this
Loan agreement. Borrower has done all things necessary to keep unimpaired its rights under the Loan Commitment

7.8.3. Borrower has filed all tax returns required to be filed and paid all taxes due, which, if unfiled or
unpaid, might adversely affect Lender’s security under the Security Documents.

7.8.4. Rehabilitation has been completed and Borrower has received the building permit sign-off.

7.8.5. Lender has received evidence that Borrower has satisfied the 50% test in accordance with Section
42(h)}(4)(b) of the Internal Revenue Code.

7.8.6. Borrower has provided proof of all insurance required by this Loan Agreement.

8. MAKING DISBURSEMENT. Lender shall deposit the Loan Proceeds, net of all costs which are
payable directly by Lender to itself or a third-party pursuant to this Loan Agreement, in Escrow not later than
twenty-four (24) hours prior to Close of Escrow, subject to fulfillment of the conditions precedent as stated in
Section 7.

9. REDUCTION FOR OTHER LOANS, In the event that Borrower receives other financing in excess of
the amounts shown in the Budget, the amount of the Loan shall be reduced by such excess amount, and Borrower
shall immediately repay any Loan funds disbursed that are in excess of the resulting new Loan amount. If Borrower
fails to make such repayment within ten (10) business days of Agency’s demand, the Loan shall be considered to be
in default.

10. RESIDENTIAL OPERATIONS.

10.1. PROPERTY MANAGEMENT COMPANY. For the life of the Loan, Borrower shall obtain and maintain a
property management agreement with a top quality and duly accredited real estate property management company
for the management of the Property, and shall assure the compliance of the property management with such
agreement. Lender shall not disburse any funds under this Loan Agreement unless and until it has reviewed and
approved the agreement as adequate and the property management company as top quality and duly accredited.
Lender shall have the right to review and approve any proposed changes to scope of said agreement and to changes
in the real estate property management company, prior to Borrower’s making such changes. Any such changes made
without Lender approval shall be a default of the loan. The Lender has approved the Property Manager as a
qualified property management company for the Project.

10.2. REPLACEMENT RESERVES. Borrower shall fund reserves for replacement and repairs required to be made
to the Property, fixtures on the Property or personal property used on the Property, or otherwise as approved by
Lender, in an annual amount of not less than Three Hundred Dollars ($300) for each residential unit in the Project

10.3. VERIFICATION OF NET INCOME. When requested by Lender, Borrower shall provide certified financial
statements and such other evidence as the L.ender may deem necessary to verify the Project net income, including
without limitation copies of certified rent rolls, bank statements, billing statements and invoices.

11. DEFAULTS

11.1. EVENTS OF DEFAULT. Subject to the notice and cure provisions set forth in Section 16 of the Trust Deed
at the option of Lender, each of the following events will constitute a default (each an "Event of Default" subject to
applicable cure rights, if any™):

11.1.1. The occurrence of an Event of Default under the Trust Deed.
11.1.2. Subject to Borrower’s legal rights to contest a governmental requirement, Borrower’s failure to

comply with any governmental requirements, unless within ten (10) days after notice of such failure by Lender or
the respective governmental entity or after any action has been commenced to enforce such requirement, Borrower
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has cured such failure. Borrower's failure to comply with any Governmental Requirements; provided, however that
Borrower’s right to challenge the Governmental Requirements is not abridged.

11.1.3. Borrower's failure to keep in full force any permit, license, consent, or approval with respect to the
occupancy or use of the Property, unless within ten (10) days after notice by the issueing entity or Lender of such
failure, Borrower has promptly cured such failure..

11.1.4. The filing of any lien against the Property, if the claim of lien continues for thirty (30) days without
discharge, satisfaction, or the making of provision for payment (including bonding) to the satisfaction of Lender.

11.1.5. The attachment, levy, execution, or other judicial seizure of any portion of the Property, or any
substantial portion of the other assets of Borrower, that is not released, expunged, bonded, discharged, or dismissed
within thirty (30) days after the attachment, levy, execution, or seizure.

11.1.6. Notwithstanding anything to the contrary herein or in the Loan Documents, Lender agrees that in no
event shall it declare an event of default or seek any remedy with respect to the Loan or the Loan Documents so long
as any affiliate of Lender or any party related to Lender holds any equity interest, directly or indirectly, in Borrower.

12, REMEDIES

12.1. OPTION TO ACT. Cn the occurrence of any Event of Default, in addition to its other rights in this Loan
Agreement or in any of the other Loan Documents, at law, or in equity, Lender may, without prior demand, exercise
any one or more of the following rights and remedies:

12.1.1. Terminate its obligation to make disbursements,

12.1.2. Declare the Note and all other sums owing to Lender with respect to the other Loan Documents
immediately due.

12.1.3. Make any disbursements afier the happening of any one or more of the Events of Default, without
waiving its right to demand payment of the Note and all other sums owing to Lender with respect o the other Loan
Documents or any other rights or remedies and without liability to make any other or further disbursements,
regardless of Lender's previous exercise of any rights and remedies.

12.1.4. Proceed as authorized at law or in equity with respect to the Event of Default, and in connection
with that, remain entitled to exercise all other rights and remedies described in this Loan Agreement or the Trust
Deed.

12.1.5. Make any unauthorized payment from Loan Proceeds or other funds of Lender.

12.1.6. Recover its funds expended in exercising or enforcing any of its rights or remedies under any of the
Loan Documents, together with interest at the Default Rate from the date the funds were spent until repaid which
amounts will be deemed secured by the Trust Deed.

12.2. RIGHTS CUMULATIVE, NO WAIVER. All of Lender's rights and remedies provided in this Loan
Agreement or in any of the other Loan Documents are cumulative and may be exercised by Lender at any time.
Lender's exercise of any right or remedy will not constitute a cure of any Event of Default unless all sums then due
to Lender under the Loan Documents are repaid and Borrower has cured all other Events of Default. No waiver will
be implied from Lender's failure to take, or delay in taking, any action concerning any Event of Default or from any
previous waiver of any similar or unrelated Event of Default. Any waiver under any of the Loan Documents must
be in writing and will be limited to its specific terms.

12.3. DISCLAIMER. Whether Lender elects to employ any of the remedies available to it in connection with an
Event of Default, Lender will not be liable for the failure to protect the Property; the payment of any expense
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incurred in connection with the exercise of any remedy available to Lender; or the performance or nonperformance
of any obligation of Borrower.

13. FIRE, HAZARD AND EXTENDED COVERAGE INSURANCE. For the
duration of Loan Agreement, Borrower shall obtain and maintain fire and hazard insurance to the full insurable
value of the Property with endorsements of extended coverage, vandalism, and malicious mischief, and with such
other endorsements and in such amounts as the Agency may reasonably require to protect the Property. In the event
of damage to the Property and subject to the requirements of Lender, Borrower shail use the proceeds of such
insurance to reconstruct the Property and the public improvements.

13.1. INSURANCE PROVISIONS. Each policy of insurance required under this Loan Agreement shall be cbtained
from a provider licensed to do business in California and having a current Best's Insurance Guide rating of A-VII or
better, or such other equivalent rating, as may reasonably be approved by Agency's legal counsel. Each policy shall
bear an endorsement precluding cancellation or termination of the policy or reduction in coverage unless the Agency
has been given written notice of such intended action at least thirty (30) days prior to its effective date.

13.2. FAILURE TO MAINTAIN. If Borrower fails to obtain or maintain, or cause to be obtained and maintained,
any insurance required by this Loan Agreement, the Lender shall have the right, upon seven (7) days written notice
and opportunity to cure, to purchase the insurance on Borrower’s behalf, and Borrower shall promptly reimburse the
full cost of such insurance to the Lender. If Borrower fails to reimburse the Lender for insurance, the amount of
unpaid reimbursement shall bear interest, at the maximum rate permissible under the law, until paid.

14. MISCELLANEOQUS.

14.1. NONRECOURSE. Notwithstanding any provision of this Loan Agreement or any document evidencing or
securing this Loan, Borrower, and Borrower’s parters, members, agents, officers, and successors in interest shall
not be persenally liable for the payment of the Loan or any obligation of the Loan.

14.2. FEDERAL REQUIREMENTS. If any Loan Program is federally funded, Borrower shall comply with all
laws, rules, regulations and funding requirements that govern the use of such funds. Lender shall fully cooperate
with, and assist, Borrower in fulfillment of such obligations.

14.3. NATURE OF REPRESENTATIONS AND WARRANTIES. Borrower certifies to Lender that all representations
and warranties made in this Loan Agreement and all other Loan Documents are true and correct in all material
respects and do not contain any untrue statement of a material fact or omit any material fact necessary to make the
representations and warranties not misleading. All representations and warranties will remain true and correct in all
material respects and will survive so long as any of Borrower's obligations have not been satisfied or the Loan or
any part of it remains ouistanding, and for any applicable statute of limitations period. Each request by Borrower for
a disbursement will constitute an affirmation that all representations and warranties remain true and correct as of the
date of that request. Each representation and warranty made in this Loan Agreement, in any other Loan Documents,
and in any other document delivered to Lender by Borrower, will be deemed to have been relied on by Lender,
regardless of any investigation, inspection, or inquiry made by Lender or any related disbursement made by Lender.
The representations and warranties that are made to the best knowledge of Borrower have been made after diligent
inquiry calculated to ascertain the truth and accuracy of the subject matter of each representation and warranty.

14.4. FINANCIAL STATEMENTS. Borrower shall provide Financial Statements to Lender, as and when
reasonably requested to assure the good status of the Loan and the Property.

14.5. NO WAIVER. No failure or delay on the part of Lender in exercising any right or remedy under the Loan
Documents will operate as a waiver nor will Lender be estopped to exercise any right or remedy at any future time
because of any such failure or delay. No express waiver will affect any matter other than the matter expressly
waived and that waiver will be operative only for the time and to the extent stated. Waivers of any covenant, term,
or condition in this Loan Agreement will not be construed to waive any subsequent breach of the same covenant,
term, or condition.
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14.6. NO THIRD PARTIES BENEFITED. This Loan Agreement is made and entered into for the sole protection
and benefit of the parties and their permitted successors and assigns, and no other Person will have any right of
action or any rights to funds at any time on deposit in the Construction Account or the Impound Account, if
established.

14,7. NOTICES. Borrower irrevocably appoints Lender as its agent (the agency being coupled with an interest)
to file for record any notices of completion, cessation of labor, or any other notice that Lender deems necessary or
desirable to protect its interests under this Loan Agreement or under the Eoan Documents. All notices to be given
under this Loan Agreement shall be in writing and sent to the addresses stated above by one or more of the
following methods.

(a) Certified mail, return receipt requested, in which case notice shall be deemed delivered three (3)
business days after deposit, postage prepaid in the United States Mail;

(b) A nationally recognized overnight courier, by priority overnight service, in which case notice shall
be deemed delivered one (1) business day after deposit with that courier;

(c) Hand delivery with signed receipt for delivery from a person at the place of business of the
receiving party and authorized to accept delivery for the receiving party, in which case notice shall be deemed
delivered upon receipt, or

Telecopy, if a copy of the notice is also sent the same day by United States Certified Mail, in which case notice
shall be deemed delivered one (1) business day after transmittal by telecopier, provided that a transmission report is
automatically generated by the telecopier reflecting the accurate transmission of the notices to receiving party at the
“Fax Numbet” given in the Escrow Attachment or to such other address as Borrower or Lender may respectively
designate by written notice to the other.

14.8. ACTIONS. Lender will have the right to commence, appear in, or defend any action or proceeding
purporting to affect the rights, duties, or liabilities of the parties, or the disbursement of any funds under this Loan
Agreement. In connection with that, Lender may incur and pay costs and expenses, including, without limitation,
reasonable attorney fees. Borrower agrees to pay to Lender on demand all these expenses, and Lender is authorized
to disburse funds from the Construction Account for that purpose. This Section does not apply to actions or
proceedings between the parties.

14.9. ASSIGNMENT. The terms of this Loan Agreement will be binding on and inure to the benefit of successors
and assigns of the parties. However, Borrower shall not assign this Loan Agreement or any interest it may have in
the monies due or, except as otherwise provided, convey or encumber the Property or any Personalty or Fixtures
now or later on the Property without the prior written consent of Lender to a party other than a general partner or
managing member of Borrower or a singlc asset entity wholly owned and controlled by Borrower or a general
partner or managing member of Borrower.. However, if there is an assignment, conveyance, or encumbrance,
Lender may nevertheless at its option continue to make disbursements under this Loan Agreement to Borrower or to
those who succeed to Borrower's title, and all sums so disbursed will be deemed to be disbursements under this Loan
Agreement and not modifications, and will be secured by the Security Documents. Lender may at any time assign
the Loan Documents to any affiliate of Lender or to a national bank or other equivalent lender, and the assignee will
assume the obligations of Lender, and Lender will have no further obligation of any nature. In that case, the
provisions of this Loan Agreement will continue to apply to the Loan, and the assignee will be substituted in the
place and stead of Lender, with all rights, obligations, and remedies of Lender, including, without limitation, the
right to further assign the Loan Documents. In addition, Lender may at any time assign a participation in the Loan
to any other party, provided that Lender continues to be primarily obligated under this Loan Agreement.

14.10. PREPAYMENT. Borrower may prepay the Loan only on and subject to the terms and conditions in the

Note. Borrower shall have no rights to receive, and under no circumstances will Borrower receive repayment of any
fees previously paid to Lender.
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14.11. BORROWER, LENDER RELATIONSHIP. The relationship between Borrower and Lender is, and will at all
times remain, solely that of borrower and lender, and Lender neither undertakes nor assumes any responsibility for
or duty to Borrower.

14.12. CONTROLLING LAW; VENUE. The Loan Documents will be governed by and construed in accordance
with California law. The venue for any legal action or proceeding will be in the County of Sacramento, California

14.13. CONSENTS AND APPROVALS. All consents and approvals by Lender required or permitted by any
provision of this Loan Agreement will be in writing. Lender's consent to or approval of any act by Borrower
requiring further consent or approval will not be deemed to waive or render unnecessary the consent or approval to
or of any subsequent similar act.

14.14. SURVIVAL OF WARRANTIES AND COVENANTS. The warranties, representations, conditions, covenants,
and agreements in this Loan Agreement and in the other Loan Documents will survive the making of the Loan and
the execution and delivery of the Note and will continue in full force until the Indebtedness has been paid in full.
Nothing in this Section is intended to limit any other provision of the Loan Documents that by their stated terms
survive the repayment of the Indebtedness or the termination of any Loan Document.

14.15. RECORDING AND FILING. Borrower, at its expense, will cause the Security Documents and all
supplements to be recorded and filed and re-recorded and re-filed in any manner and in any places as Lender will
reasonably request, and will pay all recording, filing, re-recording, and re-filing taxes, fees, and other charges.

14.16. LoAN EXPENSES. In making the first disbursement, Lender may, at its option, deduct from the proceeds
of that disbursement a sum equal to the aggregate of the following, to the extent Lender has knowledge of it and
demand has been made on Lender at the time of the deposit: all expenses specifically incurred in connection with
the Loan or the preparation, execution, and delivery of the Loan Documents, including, but not limited to, recording
costs and expenses, transfer and other taxes (if any), surveys, appraisal fees, title and hazard insurance premiums,
recording, notary, and escrow charges, and all other similar, usual, or customary loan closing charges and expenses;
and any other budgeted expenses that have been approved by Lender in writing; and Lender will, for the benefit of
Bomrower, pay those amounts over to the respective parties on whose behalf the demands will have been received by
Lender. Borrower will pay directly any expenses in connection with the Loan not so paid by Lender, including,
without limitation, any of the expenses specified above, and will hold Lender free from any cost, liability, or
obligation of any nature in connection with it, including reasonable attorney fees incurred by Lender. Borrower
further agrees to pay on demand all out-of-pocket costs and expenses reasonably incurred by Lender including,
without limitation, the fees and disbursements of Lender's outside counsel, in connection with: (i) the administration
of the Loan, including, without limitation, all approvals or consents given or contemplated to be given under the
Loan Documents, all amendments to the Loan Documents entered into by Lender or requested by any Loan Party,
and all title insurance policies and endorsements required by Lender, and (ii) the enforcement of any rights or
remedies under the Loan Documents, whether any action or proceeding is commenced, or the protection of the
security, or interests of Lender under the Loan Documents. All costs and expenses, together with interest at Loan
rate, will form a part of the indebtedness and will be secured by the Security Documents.

14.17. No REPRESENTATIONS BY LENDER. By accepting or approving anything required to be observed,
performed, or fulfilled, or to be given to Lender pursuant to this Loan Agreement or pursuant to the Loan
Documents, including, but not limited to, any officer's certificate, balance sheet, statement of income and expense,
or other Financial Statement, survey, appraisal, or insurance policy, Lender will not be deemed to have warranted or
represented the sufficiency, legality, effectiveness, or legal effect of it or of any particular term, provision, or
condition of it, and any acceptance or approval will not be or constitute any warranty or representation by Lender.

14.18. AMENDMENT. The Loan Documents and the terms of each of them may not be modified, waived,

discharged, or terminated except by a written instrument signed by the party against whom enforcement of the
modification, waiver, discharge, or termination is asserted.
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14.19. TERMINATION. Except as otherwise provided in the Loan Documents, all rights and obligations under
this Loan Agreement will terminate except as to any accrued obligations effective on the payment of all
Indebtedness owing by Borrower to Lender.

14.20. COUNTERPARTS. The Loan Documents may be executed in any number of counterparts and by different
parties in separate counterparts, each of which when executed and delivered will be deemed an original and all of
which counterparts taken together will constitute one and the same instrument.

14.21. SEVERABILITY. If any term, provision, covenant, or condition or any application is held by a court of
competent jurisdiction to be invalid, void, or unenforceable, all terms, provisions, covenants, and conditions and all
applications not held invalid, void, or unenforceable will continue in full force and will in no way be affected,
impaired, or invalidated.

14.22. CAPTIONS, All Article and Section headings in the Loan Documents are inserted for convenience of
reference only and do not constitute a part of the Loan Documents for any other purpose.

14.23. INDEMNITY. Except for claims due to Lender’s sole negligence or willful misconduct, Borrower agrees
to defend, indemnify, and hold Lender harmless from all losses, damages, liabilities, claims, actions, judgments,
costs, and reasonable attorney fees that Lender may reasonably incur as a direct or indirect consequence of the
making of the Loan, Borrower's failure to perform any obligations as and when required by this Loan Agreement or
any of the other Loan Documents, the failure at any time of any of Borrower's representations or warranties to be
true and correct, or any act or omission by Borrower, any contractor, subcontractor, engineer, architect, or other
Person with respect to the Property, or any portion of it. Borrower will pay immediately on Lender's demand any
amounts owing under this indemnity, together with interest at the lesser of the Default Rate or the maximum rate
permitted by law from the date Lender makes a payment or incurs a loss. Borrower's duty to indemnify Lender will
survive the release and cancellation of the Note and the reconveyance or partial reconveyance of the Trust Deed.

14.24. FURTHER ASSURANCES. At Lender's request and at Borrower's expense, Borrower will execute,
acknowledge, and deliver all other instruments and perform all other acts necessary, desirable, or proper to carry out
the purposes of the Loan Documents or to perfect and preserve any liens created by the Loan Documents.

14.25. DISCLOSURE OF INFORMATION. If Lender elects to sell the Loan, Lender may forward to the buyer of
the Loan all documents and information related to the Loan in Lender's possession, including without limitation all
Financial Statements, whether furnished by Borrower or otherwise.

14.26. LENDER'S AGENTS. Lender may designate agents or independent contractors to exercise any of Lender's
rights under the Loan Documents. Any reference to Lender in any of the Loan Documents will include Lender's
employees, agents, and independent contractors.

14.27. INTEGRATION AND INTERPRETATION. The Loan Documents contain or expressly incorporate by
reference the entire agreement between Lender and Borrower with respect to the covered matters and supersede all
prior negotiations. Any reference to the Property in any of the Loan Documents will include all or any portion of
them. Any reference to the Loan Documents themselves in any of the Loan Documents will include all
amendments, renewals, or extensions approved by Lender.

14,28. NUMBER, IDENTITY AND GENDER. When the context and construction so require, all words used in the
singular will be deemed to have been used in the plural and vice versa. Person means any natural person,
corporation, firm, partnership, association, trust, government, governmental agency, or any other entity, whether
acting in an individual, fiduciary, or other capacity. When the context and construction so require, all words which
indicate a gender will be deemed to have been used to indicate the gender as indicated by the context.

Permanent Loan Agreement 208



THE PARTIES HAVE EXECUTED THIS LOAN AGREEMENT in Sacramento, California as of the date first written

above.

BORROWER : WASHINGTON PLAZA HOUSING
ASSOCIATES, L..P,

By: Washington Plaza Housing Associations LLC,
a California limited liability company, its general
partner

By: Winfield Hill, Inc.,

a California public nonprofit public benefit
corporation

Its managing member

By:
Name:
Its:

By: Sacramento Housing Authority Repositioning
Program, Inc.
a California nonprofit public benefit corporation

a member

By:

James Shields, President

Approved as to form:

Borrower Counsel

Permanent Loan Agreement
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AGENCY: SACRAMENTO HOUSING AND
REDEVELOPMENT AGENCY

By:

LaShelle Dozier, Executive Director

Approved as to form:

Agency Counsel
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Exhibit 1: Legal Description
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Exhibit 2: Scope of Development
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Exhibit 3: Note Form

PROMISSORY NOTE
FOR WASHINGTON PLAZA APARTMENTS
PERMANENT LOAN AGREEMENT

BORROWER HAS MADE THIS PROMISSORY NOTE (“NOTE™) AS OF THE EFFECTIVE DATE. The Lender is making
the Loan pursuant to the terms and conditions of the Loan Agreement and this Note. This Note includes all
attachments and Exhibits listed below, which are attached to and incorporated in this Note by this reference. The
capitalized terms in this Note shall have the meanings assigned in the following table of definitions and as defined in
the body of the Note. (Terms being defined are indicated by quotation marks. If an item in the table is marked
“None, Not Applicable, N/A or equivalent or is left blank, that defined term is not applicable to this Note or the
referenced item is not required or is not included in this Note as the context may indicate.) The Lender is making
the Loan to Borrower in consideration of Borrower making this Note and delivering it to Lender.

For purposes of this Note, the following terms shall have the following meanings:

Derined TERNE  DEFINITION:

“Effective Date”

“Lender” Sacramento Housing and Redevelopment Agency
“Borrower” Washington Plaza Housing Associates, L.P,
“Borrower Legal limited partnership

Status”

The Loan Agrcement between the Borrower and Lender as of the Effective Date for making of the

Loan Agreement™ | | . (“Loan™) evidenced by this Note.

“Principal Three Million One Hundred Twenty Thousand Dollars and no/100 ($3,120,000.00)

Amount”

“Interest Rate” The interest rate is zero percent 0%.

«A corual Date” Interest shall accrue starting on the following “Accrual Date™:; The Effective Date

At completion of construction, Borrower shall submit to Lender a cost certification prepared
by a qualified, independent auditor acceptable to Lender, which cost certification shall indicate
the amounts actually spent for each item in the cost breakdown. If there is an aggregate
w ) " savings in the total of all such cost breakdown items from the cost breakdown items in the
Special Terms original Budget approved by the Lender, the Lender shall withhold for itself as Loan
repayment one-half of such savings from the amount of retention then held by the Lender, and
the Loan balance shall be reduced by the amount so withheld. The Lender, in its sole
discretion, shall determine any reduction and/or repayment of the Loan based upon this cost

certification and the original approved Budget for the Project.

- - N N - [y
PAVMENT SCHEDULE. Repayment of this Note shall be made the following amounts:

“Maturity Date” The first day of the 660™ calendar month following the Effective Date.
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“Payment Start
Date”

Annual installments are to begin on the first day of the first month of the first year after
repayment of the Seller Carryback loan and all accrued Ground Lease payments to date after
issuance of the annual audited financial statement. Based on the annual audited financial
statement, such payments will be made upon a “Residual Cash Flow” basis meaning Revenue
reduced by the following: (a) Operating Expenses; (b) deposits into operating and/or
replacement reserves maintained by the Borrower; (¢} debt service and fees on the Senior Loan
and reserve deposits required under the Senior Loan, (d) asset management fee up to Five
Thousand Dollars ($5,000) beginning in 2014, the first year of operations after construction
completion and closing of this Loan, and thereafter increasing by three percent (3.0%)
annually; and (¢) partnership management fee up to Twenty Thousand Dollars ($20,000)
beginning in 2014, thereafier increasing by three percent (3.0%} annually.

The Net Income is defined as periodic “Revenue” less “Operating Expenses.” “Revenue”
means all revenue from the leasing of the of the Project, including.but not limited to all rents,
fees, and charges paid by tenants as well as rental subsidy payments rcgardless of the source of
these subsidies, forfeited tenant deposits, rent increases, proceeds from vending machines and
laundry room machines. Revenue shall not include tenants® security deposits (unless
forfeited), interest on those deposits, loan proceeds, capital contributions or similar advances,
or amounts released from reserves or interest on reserves.

“Operating Expenses” shall mean actual costs, fees and expenses as evidenced by invoices
attributable to the operation, recordkeeping, maintenance, taxes and management of the
Project, including a property management fee of Forty Thousand Dollars ($40,000) in 2014
and increasing three percent (3.0%) annually thereafter; taxes and assessments; payroll,
benefits and payroll taxes of for property employees; insurance; security; painting, cleaning,
repairs, and alterations; landscaping; sewer charges; utility charges; advertising, promotion
and publicity; cable television, satellite and other similar services; office, janitorial, cleaning
and building supplies; recreational amenities and supplies; purchase, repair, servicing and
installation of appliances; costs and expenses associated with the provision of social and/or
community services to the residents of the Project; equipment, fixtures and furnishing; fire
alarm monitoring; fees and expenses of accountants, attorneys, consultants and other
professionals.

Payments from Residual Cash Flow shall only occur after the Housing Authority Seller
Carryback loan for the acquisition of the improvements has been repaid in full and all accrued
Ground Lease payments paid to date. All unpaid principal shall be due and payable at Maturity
or upon sale of the improvements or refinancing of the improvements that results in a change
in the debt ratio.

“PAYMENT
SCHEDULE”

Payable annually in an amount equal to Residual Cash Flow as described above payable on the
Payment Start Date and continuing annually thereafter on the first day of the calendar month
following issuance of the annual audited financial, through and including the six hundred
sixtieth (660™) month.

“Payment
Amount(sy”

The Loan balance shall be payable monthly, in equal monthly installments commencing on the
Payment Start Date and continuing on the first day of each calendar month thereafter, through and
including the six hundred sixtieth {660th) month.

i

FOR VALUE RECEIVED, THE UNDERSIGNED, JOINTLY AND SEVERALLY, PROMISES TO PAY to Lender, or its successors
or assigns, the Principal Amount or such lesser amount as may be endorsed on this Note on behalf of Lender. The Loan
shall bear interest on the outstanding principal balance, computed from the Accrual Date at the Interest Rate.

1. This Note evidences the obligation of Borrower to Lender for repayment of funds loaned to Borrower under a loan
agreement between Borrower and Lender dated as of the Loan Date ("Loan Agreement"). The terms and covenants of
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the Loan Agreement are incorporated in this Note by reference. The Loan Agreement provides for and incorporates the
Regulatory Agreement (“Regulatory Agreement”), the making of which is further consideration for this Note.

2. Borrower shall make payments monthly in the amounts shown in the Payment Schedule, on the first day of each
month, beginning on the First Payment Date and continuing for the number of payments shown in the Payment
Schedule. On the Maturity Date, the unpaid balance of said principal sum, if any, together with all unpaid interest, fees
and charges due, if any, shall become due and payable. All payments on this Note shall be applied first to fees and
charges due under the Loan Agreement, if any, then interest and then to the principal due on this Note. Borrower shall
make the payments to the Lender at 801 12" Street, Sacramento, CA 95814, or to such other person or organization as
may be designated by Lender to Borrower and noticed as provided in the Loan Agreement.

3. If any installment under this Note is not received by Lender within fifteen {15} calendar days after the installment is
due, Borrower shall pay to Lender a late charge of five percent (5%) of such installment. Such late charge shall be
immediately due and payable without demand by Lender.

4. This Note is secured by a Deed of Trust with Assignment of Rents against the real property described in the Loan
Agreement (“Property™), recorded in the office of the County Recorder of Sacramento County ("Trust Deed"). The Trust
Deed securing this Note provides that Lender may at its option, declare all funds secured by the Trust Deed immediately
due and payable, if any interest in the real property is sold, transferred or conveyed to any person, whether voluntarily or
involuntarily. The Trust Deed further provides that if Borrower does not comply with the requirements of the Regulatory
Agreement and fails to come into compliance with the Regulatory Agreement within thirty (30) days after Lender’s
written notice to Borrower of such failure, , then, subject to any rights of Borrower’s limited partners explicitly set forth
in the Trust Deed, (or such longer period explicitly set forth in the trust Deed,), Lender may at its option, declare all
funds secured by the Trust Deed immediately due and payable.

5. Lender and Borrower shall comply with and fulfill the Special Terms.

6. Upon occurrence of any one or more of the following, Lender may, at its sole discretion, declare all unpaid principal
immediately due and payable, together with all unpaid interest at the stated rate from the date of the advancement of the
Loan's proceeds, subject to applicable cure periods, if any:

a. Borrower defaults in the payment of any principal or interest when due.

b. Lender discovers that Borrower, in any application to Lender in connection with the Loan, had failed to disclose
or misrepresented any fact that would have prevented Borrower from being eligible for the Loan.

c. Lender discovers that Borrower has made any misrepresentations or has intentionally withheld any fact in the
making of this Loan, the knowledge of which could have affected the decision of Lender to make the Loan.

d. Borrower defanlts or breaches any of the terms of Loan Agreement , the Trust Deed , the Regulatory Agreement
or this Note. Any limited partner of Borrower is entitled to the notice and cure provisions set forth in Section 16 of the
Trust Deed.

¢. Borrower fails to perform any covenant, term or condition in any instrument creating a lien upon the Property,
which is the security under the Trust Deed, or any part thercof, which lien shall have priority over the lien of the Trust
Deed securing this Note.

f. The sale, transfer of title, conveyance or further encumbrance of the Property, whether by sale, exchange, gift,
inheritance or other means, without prior written consent of Lender.

g. The occurrence of any of the following:

1) Borrower becoming insolvent or bankrupt or being unable or admitting, in writing, Borrower’s inability to
pay debts as they mature or making a general assignment of or entering into any restructure payment arrangement with
creditors.

2) Proceedings for the appointment of a receiver, trustee or liquidator of the assets of Borrower or a substantial
part of such assets, being autherized or instituted by or against the Borrower which are not stayed within 90 days.

3) Proceedings under any bankruptey, reorganization, readjustment of debt, insolvency, dissolution, liquidation

or other similar law of any jurisdiction being authorized or instituted against Borrower which are not stayed within 90
days.
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7. No waiver of any default or breach by Borrower under this Note shall be implied from any omission by Lender to take
action on account of such default, and no express waiver shall affect any default, other than the default specified in
the waiver. Such waiver shall be in writing and shall be operative only for the time and to the extent therein stated.

8. Borrower may prepay this Note in full or in part at any time, without any prepayment penalty being charged by
Lender.

During the existence of default or delinquency under the terms of this Note or the Trust Deed, the Lender is
expressly authorized to apply all payments made on this Note to the payment of all or part of the delinquency, as it
may elect.

9. This Loan is a nonrecourse loan, and notwithstanding any provision of this Note or any document evidencing or
securing this Loan, Borrower, and Borrower’s principals, members, partners, agents, officers, and successors in
interest shall not be personally liable for the payment of the Loan or any obligation of the Loan.

10. Borrower shall pay to Lender all costs of enforcement of all or any portion of this Note and the Trust Deed,
including attorney's fees, witness fees, investigator fees and court costs, incurred by Lender, whether or not litigation
is commenced.

IN WITNESS WHEREOF, Borrower has executed this Note as of the Loan Date.

Borrower:
WASHINGTON PLAZA HOUSING ASSOCIATES, L.P,,
a California limited partnership

By: Washington Plaza Housing Associations LLC,
a California limited liability company, its general partner

By: Winfield Hill, Inc.,
a California public nonprofit public benefit corporation
Its managing member

By:
Name:
Its:

By: Sacramento Housing Authority Repositioning Program, Inc.
a California nonprofit public benefit corporation

a member

By:

James Shields, President
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Exhibit 4: Trust Deed Form

NO FEE DOCUMENT:
Entitled to free recording

per Government Code $§§6103 and 27383.

When recorded, retumn to:

SACRAMENTQ HOUSING AND
REDEVELOPMENT AGENCY

501 12" Street

Sacramento, CA 95814

Attention: Portfolic Management

DEED OF TRUST AND ASSIGNMENT OF RENTS
Washington Plaza Apartments
Permanent Loan Agreement (HOME & CDBG)

For purposes of this Deed of Trust the following capitalized terms shall have the meanings ascribed in the space

adjacent to them:

“Effective Date”

“Trustor” and Washington Plaza Housing Associates, L.P., limited partnership
“Borrower”

“Borrower 345 Spear Street, Suite 700, San Francisco, CA 94105

Address”

“Trustee” Placer Title Company

“Beneficiary” and
“Lender”

Sacramento Housing and Redevelopment Agency, a public body, corporate and politic

“Lender Address” | 801 12th Street, Sacramento, California 95814
Which consists of the Improvements and a leasehold estate in real property located in the
County of Sacramento and the State of California as more particularly described in the Legal
“Property” Description. [need leasehold description]
Address 1318 E Sireet, Sacramento, California 95814
Assessor’s Parcel Number 002-0124-006, 002-0124-007, & 002-0124-008
“Legal The Legal Description of the Property which is more particularly described in the attached
s Exhibit 1 T.egal Description, which is incorporated in and an integral part of this Deed of
Description Trust
“Loan” \¥]¥ch is Lender’s loan to Borrower evidenced by the Note and which is secured by this Deed
of Trust.
“Ioan Whlch is the Permanent Loan Agreement between Lender and Borrower stating the term and
Agreement” conditions of the Loan.
Which is dated: |
Lender shall give copies of notices required to be delivered to Borrower to the following
“Additional parties at the following addresses; provided, however that Borrower acknowledges that such
Notices” notice is an accommodation and the failure of the Lender to properly deliver any such notice

shall not give rise to any claims or defenses of Borrower or any third party:
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Bank of America, N.A.

CA4-70202-29

2001 Clayton Road, 2nd Floor

Concord, CA 94520

Attention: Loan Administration Manager

with a copy to:

Paul Hastings LLP

515 South Flower Street, Twenty-Fifth Floor
Los Angeles, CA 90071

Atten: Ken Krug, Partner

Merritt Community Capital Corporation
1970 Broadway, Suite 250

Oakland, California 94612

Attention: Bernard T. Deasy

with a copy to:

Carle, Mackie, Power & Ross LLP
100 B Street, Suite 400
Santa Rosa, CA 95401
Attention: Richard W. Power, Esq.

Which is Borrower's note made in accordance with the Loan Agreement securing the following
principal sum or such lesser amount as shall equal the aggregate amount disbursed to Borrower
“Note” by Lender, with interest.

Which has a principal sum of Three Million One Hundred Twenty Thousand Dollars
and No Cents ($3,120,000.00)

THIS DEED OF TRUST is made as of the Effective Date between the Trustor also referenced as the Borrower, the
Trustee, and the Beneficiary also referenced as Lender.

Borrower, in consideration of the indebtedness described below and the trust created by this Deed of Trust,
irrevocably grants and conveys the Property to Trustee, in trust with power of sale.

Together with all the improvements now or subsequently erected on the property, and all easements, rights,
appurtenances, rents (subject, however, to the rights and authorities given to Lender to collect and apply such rents),
royalties, mineral, oil and gas rights and profits, water, water rights, and water stock, and all fixtures, including but
not limited to all gas and electric fixtures, engines and machinery, radiators, heaters, furnaces, heating equipment,
steam and hot water boilers, stoves, ranges, elevators and motors, bathtubs, sinks, water closets, basins, pipes,
faucets and other plumbing and heating equipment, cabinets, mantels, refrigerating plant and refrigerators, whether
mechanical or otherwise, cooking apparatus and appurtenances, furniture, shades, awnings, screens, venetian blinds
and other furnishings, now or hereafter attached to the property, all of which, including replacements and additions
thereto, shall be deemed to be and remain a part of the property covered by this Deed of Trust; and all of the
foregoing, together with said property (or the leasehold estate if this Deed of Trust is on a leasehold) are referred to
as the "Property";

To secure to Lender: (a) the repayment of the Loan; and (b} the performance of the covenants and agreements of
Borrower contained in this Deed of Trust, the Note, or the Loan Agreement.
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Borrower covenants that Borrower is lawfully seised of the estate conveyed by this Deed of Trust and has the right
to grant and convey the Property, and that Borrower will warrant and defend generally the title of the Property
against all claims and demands, subject to any declarations, easements or restrictions listed in a schedule of
exceptions to coverage in any title insurance policy insuring Lender's interest in the Property.

Borrower and Lender covenant and agree as follows:

1. Payment of Principal and Interest. Borrower shall promptly pay when due the principal and interest, if any, on
the indebtedness evidenced by the Note. All payments received by Lender under the Note shall be applied by
Lender first to interest payable on the Note and thereafter to the unpaid principal of the Note.

2. Charges: Liens. Borrower shall pay all taxes, assessments and other charges, fines and impositions attributable
to the Property and leasehold payments or ground rents, if any by Borrower making payment, when due, directly to
the appropriate payee. Borrower shall promptly furnish to Lender all notices of amounts due under this paragraph,
and in the event that Borrower makes payment directly, Borrower shall promptly furnish to Lender receipts
evidencing such payments. Borrower shall pay when due any encumbrance, charge and lien, with interest in
accordance with its terms, on the Property or any portion which is inferior or superior to this Deed of Trust.
Provided, however, Borrower shall have the right to contest such amount in good faith provided that Borrower
causes any such lien to be released from the Property by the posting of a bond or by other appropriate means,

3. Hazard Insurance. Borrower shall keep the improvements now existing or later erected on the Property insured
against loss of fire or hazards under a policy approved by Lender consistent with the insurance requirements of the
Loan Agreement. In addition, Borrower shall insure against loss of all furniture, equipment and other personal
property owned by Borrower related to Borrower's operation of the Property. Lender shall have the right to hold the
policies and policy renewals, and Borrower shall promptly furnish to Lender all renewal notices and all receipts of
paid premiums. In the event of loss, Borrower shall give prompt notice to the insurance carrier and Lender. Lender
may make proof of loss if not made promptly by Borrower,

Unless Lender and Borrower otherwise agree in writing, insurance proceeds shall be applied to restoration or repair
of the Property damaged, as and to the extent provided in the Loan Agreement.

Unless Lender and Borrower otherwise agree in writing, any such application of insurance proceeds to principal
shall not extend or postpone the due date of any Loan payment or change the amount of such payment. If the
Property is acquired by Lender pursuant to this Deed of Trust, all right, title and interest of Borrower in and to any
insurance policies and proceeds of such policies resulting from damage to the Property prior to the sale of
acquisition shall pass to Lender to the extent of the sums secured by this Deed of Trust immediately prior to such
sale or acquisition.

4. Liability Insurance. In addition to the casualty insurance required under the Loan Agreement during the course
of construction, Borrower shall keep comprehensive general liability insurance for the Property in a form and
coverage consistent with the provisions of the Loan Agreement and reasonably approved by Lender.

5. Preservation and Maintenance of Property. Borrower shall keep the Property in good repair and shall not
commit waste or permit impairment, demolition, or deterioration of the Property.

6. Protection of Lender's Security. Borrower shall appear and defend any action or proceeding purporting to affect
the security under this Deed of Trust or the rights of the Lender. If Borrower fails to perform the covenants and
agreements contained in this Deed of Trust, or if any action or proceeding is commenced which materially affects
Lender's interest in the Property, including, but not limited to, foreclosure, involuntary sale, eminent domain,
insolvency, code enforcement, or arrangements or proceedings involving a bankrupt or decedant, then Lender may,
upon notice to Borrower, make such appearances, disburse such sums and take such actions as are necessary to
protect Lender's interest, including, but not limited to, disbursement of judgments, costs or reasonable attorney's fees
and entry upon the Property to make repairs.
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Any amounts disbursed by Lender pursuant to this Section 6, with interest, shall become additional indebtedness of
Borrower secured by this Deed of Trust. Unless Borrower and Lender agree to other terms of payment, such
amounts shall be payable upon notice from Lender to Borrower requesting payment, and shall bear interest from the
date of disbursement at the highest rate permissible under applicable law. In any event, this Section shall be
construed as a right and an option of Lender and shall not be construed to require Lender to incur any expense or
take any action.

7. Inspection. Lender, by its designated representative, may make reasonable entries upon and inspections of the
Property, provided that Lender shall give Borrower and any occupant of the Property reasonable prior notice of any
such inspection.

8. Condemnation. The proceeds of any award or claim for damages, direct or consequential, in connection with
any condemnation or other taking of all or any part of the Property, or for conveyance in lieu of condemnation, shall
be applied as provided in the Loan Agreement.

If the Property is abandoned by Borrower, or if, after notice by Lender to Borrower that the condemnor offers to
make an award or settle a claim for damages, Borrower fails to respond to Lender within 30 days after the date such
notice is mailed, Lender is authorized to collect and apply the proceeds, at Lender's option, either to restoration or
repair of the Property or to the sums secured by this Deed of Trust.

Unless Lender and Borrower otherwise agree in writing, any such application of proceeds to principal shall not
extend or postpone the due date of any payment or change the amount of such payment.

9.  Borrower Not Released. Extension of the time for payment of the sums secured by this Deed of Trust granted
by Lender to Borrower or any successor in interest of Borrower shall not operate to release, in any manner, the
liability of the original Borrower and Borrower's successors in interest. Lender shall not be required to commence
proceedings against such successor or refuse to extend time payment by reason of any demand made by the original
Borrower or Borrower's successors in interest.

10. Forbearance by Lender Not a Waiver. Any forbearance by Lender in exercising any right or remedy under this
Deed of Trust, or otherwise afforded by applicable law, shall not be a waiver or preclude the exercise of any such
right or remedy. The procurement of insurance or the payment of taxes or other liens or charges by Lender shall not
be a waiver of Lender's right to accelerate the maturity of the indebtedness secured by this Deed of Trust.

11. Remedies Cumulative. All remedies provided in this Deed of Trust are distinct and cumulative to any other
right or remedy under this Deed of Trust, the Note, the Loan Agreement or afforded by law or equity, and may be
exercised concurrently, independently or successively.

12. Successors and Assigns Bound: Joint and Several Liability Captions. The covenants and agreements contained
in this Deed of Trust shall bind, and the rights under this Deed of Trust shall inure to, the respective successors and

assigns of Lender and Borrower, subject to the provisions of Section 15. All covenants and agreements of Borrower
shall be joint and several. The captions and headings of the paragraphs of this Deed of Trust are for convenience
only and are not to be used to interpret or to define its provisions.

13. Notice. Except for any notice required under applicable law to be given in another manner, any notice to be
given under this Deed of Trust shall be given as provided for in the Loan Agreement. Any notice provided for in
this Deed of Trust shall be deemed to have been given to Borrower or Lender when given in the manner designated.

14. Governing Law; Severability. This Deed of Trust shall be governed by the law of the State of California. If
any term or provision of this Deed of Trust shall, to any extent, be held invalid or unenforceable, the remainder of
this Deed of Trust shall remain in full force and effect and the invalid or unenforceable provision shall be valid and
enforceable as to any other person or circumstance.

15. Acceleration on Transfer or Refinancing of the Property; Assumption. Except as provided in the Loan
Agreement, if all or any part of the Property or an interest in the Property is sold or transferred or refinanced by
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Borrower without Lender's prior written consent, Lender may, at Lender's option, declare all the sums secured by
this Deed of Trust to be immediately due and payable. Lender shall have waived such option to accelerate if, prior
to the refinancing, sale or transfer, Lender and the person to whom the Property is to be sold or transferred reach
agreement in writing that the loan may be assumed. If Lender has waived the option to accelerate provided in this
Section and if Borrower's successor in interest has executed a written assumption agreement accepted in writing by
Lender, Lender shall release Borrower from all obligations under this Deed of Trust and the Note. Lender’s prior
approval is not required for (I) the sale or transfer of the Limited Partner’s interest to one or more of the other
partners that currently comprise the Borrower’s entity, (2) the admission of the Limited Partner or its affiliate to the
Borrower and the iransfer of its interest to an affiliate thereof so long as the general partner, or managing member,
of the transferor, or an affiliate thereof, is the general partner, or managing member of the transferee, or partner;
however, Borrower is obligated to notify Lender within 30 days from the date of such sale or transfer, (3) the
removal of the general partner of the Borrower by the Limited Partner for a defanlt under Borrower’s partnership
agreement, provided that any replacement general partner is approved by Lender, which approval shall not be
unreasonably withheld, conditioned or delayed.

If Lender exercises such option to accelerate, Lender shall mail Borrower notice of acceleration. Such notice shall
provide a period of not less than 30 days from the date the notice is mailed within which Borrower, or any of its
principals or anyone with a substantial legal interest in Borrower, may pay the sums declared due. If Borrower fails
to pay such sums prior to the expiration of such period, Lender may, without further notice or demand on Borrower,
invoke any remedies permitted by this Deed of Trust .

16. Acceleration on Breach; Remedies. Except as provided in Section 15, upon Borrower's breach of any covenant
or agreement of Borrower in this Deed of Trust, the Note, (including the covenants to pay when due any sums
secured by this Deed of Trust and restricting transfer of the Property) or Loan Agreement, Lender shall mail notice
to Borrower and the Limited Partner specifying: (1) the breach; (2) the action required to cure such breach; (3) a
date, no less than 30 days from the date the notice is mailed to Borrower, and the Limited Partner by which breach
must be cured; and (4) that failure to cure such breach on or before the date specified in the notice may result in
acceleration of the sums secured by this Deed of Trust and sale of the Property. If the breach is not cured on or
before the date specified in the notice, Lender at Lender's option may declare all of the sums sccured by this Deed of
Trust to be immediately due and payable without further demand and may invoke the power of sale and any other
remedies permitted by applicable law, provided, however, that if such cure cannot reasonably be effected within
such 30 day period, such failure shall not be a default so long as Borrower promptly (and in any event, within ten
(10) days after receipt of such notice) commences such cure and thereafter diligently (and in any event, within
ninety (90) days after receipt of such notice) prosecutes such cure to completion. The Limited Partner is entitled to
cure any defaults on behalf of the Borrower within the same specified time periods; said cure periods shall not
extend statutory periods and times for notice and commencement of foreclosure; provided, however, that if, in crder
to cure any such default the Limited Partner must first remove a general pariner of Borrower, then, provided that the
Limited Partner notifies Lender of such removal and removes such general pariner within a reasonable period, then
the Limited Partner shall have until the date 30 days after the effective date of such removal to effect such cure. In
any event, such cure process shall not exceed 120 days. Lender shall be entitled to collect from the Borrower, or
sale proceeds, if any, all reasonable costs and expenses incurred in pursuing the remedies provided in this Section,
including, but not limited to reasonable attorney's fees.

If Lender invokes the power of sale, Lender shall execute or cause Trustee to execute a written notice of the
occurrence of an event of default and of Lender's election to cause the Property to be sold and shall cause such
notice to be recorded in each county in which any portion of the Property is located. Lender or Trustee shall mail
copies of such notice in the manner prescribed by applicable law to Borrower and to the other persons prescribed by
applicable law. Trustee shall give public notice of sale to the persons and in the manner prescribed by applicable
law. After the lapse of such time as may be required by applicable law, Trustee, without demand on Borrower, shall
sell the Property at public auction to the highest bidder at the time and place and under the terms designated in the
notice of sale, in one or more parcels and in such order as Trustee may determine. Trustee may postpone sale of all
or any parcel of the Property by public announcement at the time and place of any previously scheduled sale.
Lender or Lender's designee may purchase the Property at any sale.
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Trustee shall deliver to the purchaser a Trustee's deed conveying the Property so sold without any covenant or
warranty, expressed or implied. The recitals in the Trustee's deed shall be prima facie evidence of the truth of the
statements it contains. Trustee shall apply the proceeds of the sale in the following order: (a) to all reasonable costs
and expenses of the sale, including, but not limited to, reasonable Trustee's and attorney's fees and costs of title
evidence; (b) to all sums secured by this Deed of Trust; and {(c) the excess, if any, to the person or persons legally
entitled thereto as determined by Lender. In the event of a dispute regarding the excess funds, either Lender or
Trustee may file an action in interpleader to determine who shall receive the funds and may then deposit the excess
funds with the court.

17. Assignment of Rents: Appointment of Receiver: Fender in Possession. As additional security, Borrower
assigns to Lender the rents of the Property, provided that Borrower shall, prior to an acceleration for breach as

provided above or abandonment of the Property, have the right to collect such rents as they become due.

Upon acceleration for breach or abandonment of the Property, Lender, in person, by agent or by judicially appointed
receiver shall be entitled to enter upon, take possession of and manage the Property and to collect the rents of the
Property inciuding those past due. All rents collected by Lender, its agent, or the receiver shall be applied first to
payment of the costs of management of the Property and collection of rents, including, but not limited to receiver's
fees, premiums on receiver's bonds and reasonable attorney's fees, and then to the sums secured by this Deed of
Trust. Lender, its agent and the receiver shall be liable to account only for those rents actually received.

18, Prior Lienholder. The provisions of this Deed of Trust shall operate subject to the claims of prior lienholders to
the extent of such claims.

19. Nonrecourse. Notwithstanding any provision of this Deed of Trust or any document evidencing or securing this
Loan, Borrower, and Borrower’s principals, agents, ofticers, and successors in interest shall not be personally liable
for the payment of the Loan or any obligation of the Loan and Lender’s sole recourse is to the collateral secured by
this Deed of Trust.

20. Reconveyance. Upon payment of ali sums secured by this Deed of Trust, Lender shall request Trustee to
reconvey the Property and shall surrender this Deed of Trust and all notes evidencing indebtedness secured by this
Deed of Trust to Trustee. Trustee shall reconvey the Property without warranty and without charge to the person or
persons legally entitled to such reconveyance. Such person or persons shall pay all costs of recordation, if any. The
recitals in the reconveyance of any matters or facts shall be conclusive proof of their truthfulness.

21. Substitute Trustee. Lender, at Lender's option, may from time to time remove Trustee and appoint a successor
trustee to any Trustee appointed under this Deed of Trust. Without conveyance of the Property, the successor
trustee shall succeed to all the title, power and duties conferred upon the Trustee by this Deed of Trust and
applicable law.

22, Request for Notice. Borrower and each party listed to receive Additional Notices request that copies of the
notice of default and notice of sale be sent to their respective addresses.

23. Statement of Obligation. Lender may collect a reasonable fee for furnishing the statement of obligation as
provided by Section 2943 of the Civil Code of California, as it may be amended from time to time.

24. Use of Property. Borrower shall not permit or suffer the use of any of the Property for any purpose other than
the use for which the same was intended at the time this Deed of Trust was executed.

25. Extended Use Agreement. In order to receive an allocation of federal low income housing tax credits,
Borrower will be required to record in the real property records of the County in which the property is located, an
“extended low-income housing commitment” (as defined in Section 42(h)(6)(B) of the Internal Revenue Code of
1986, as amended (“Code™)) (“Extended Use Agreement™). Lender acknowledges and agrees that, in the event of a
foreclosure of its interest under this Deed of Trust or delivery by the Borrower of a deed in lieu thereof
(collectively, a “Foreclosure™), Lender agrees to comply with all the following rule contained in Section
42(h)(6}E)(ii) of the Code shall apply: For a period of three (3) years from the date of Foreclosure, with respect to
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any unit that had been regulated by the Extended Use Agreement, (i) none of the eligible tenants occupying those
units at the time of Foreclosure may be evicted or their tenancy terminated (other than for good cause, including but
not limited to, the tenants’ ineligibility pursuant to regulations of Section 42 of the Code), (ii) nor may any rent be
increased except as otherwise permitted under Section 42 of the Code.

IN WITNESS WHEREOQF, Borrower has executed this Deed of Trust.

BORROWER (Trustor):
WASHINGTON PLAZA HOUSING ASSOCIATES, L.P.,
a California limited partnership

By: Washington Plaza Housing Associations LI.C,
a California limited liability company, its general partner

By: Winfield Hill, Inc.,
a California public nonprofit public benefit corporation
Its managing member

By:

Name:

Its:

BY: Sacramento Housing Authority Repositioning Program, Inc.
a California nonprofit public benefit corporation

a member

By:

James Shields, President

[NOTARIZED ACKNOWLEDGEMENTS]
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Exhibit 5: Regulatory Agreement

NO FEE DOCUMENT:

Entitled to free recording
per Government Code §6103 & §27383

When recorded, return to:
SACRAMENTO HOUSING AND REDEVELOPMENT AGENCY

801 127 Street

Sacramento, CA 95814
Atten: Portfolio Management

REGULATORY AGREEMENT FOR RESIDENTIAL RENTAL PROPERTY

CONTAINING COVENANTS AFFECTING REAL PROPERTY

PROJECT NAME: Washington Plaza Apartments
PROJECT ADDRESS: 1318 E Street, Sacramento, California, 95814
APNSs: 002-0124-006, 002-0124-007, 002-0124-008

FOR GOOD AND VALUABLE CONSIDERATION, THE RECEIPF OF WHICH IS ACKNOWLEDGED, AGENCY AND OWNER
HAVE ENTERED THIS REGULATORY AGREEMENT AS OF THE EFFECTIVE DATE.

1. GENERAL. This Regulatory Agreement, includes the Exhibits listed below which are attached to and incorporated
in this Regulatory Agreement by this reference.

2. DEFINITIONS. The capitalized terms in this Regulatory Agreement shall have the meanings assigned in the
following table and in the body of the Regulatory Agreement as the context indicates. (Terms being defined are
indicated by quotation marks.)

“Effective Date” Cllan:: Regulatory Agreement shall be effective as of the following |
- " Sacramento Housing and Redevelopment Agency
gency A joint powers agency

“Owner” ‘Washington Plaza Housing Associates, L.P.

“Agency Address” | Agency’s business address is 801 12th Street, Sacramento, California 95814

« ’ Owner’s business address is as follows: | 345 Spear Street, Suite 700, San Francisco, California

Owner Address 04105

“Jurisdiction” City of Sacramento
That certain real property which is subject to this Regulatory Agreement as further described in

“Property” the legal description, attached as Exhibit 1 — Legal Description of the Property and
incorporated in this Regulatory Agreement by this reference

“Funding The Funding Agreement between Titled: Permanent Loan Agreement

Agreement” Agency and Owner as follows: Dated:

«Agency Funding” The Agency Funding made by Agency to Owner under the Funding Agreement for development
of the Property

“Agency Funding The amount of the Agency Funding, as follows: $3,120,000.00

Amount®
The percentage of the Project cost, including without limitation, land, 14 %

“Proportionate predevelopment and development costs, that is attributable to the

Agency Agency Funding. For rehabilitation projects, the percentage that the

Assistance” Agency Funding bears to the total of the fair market value of the

Property before rehabilitation and the total costs of rehabilitation.
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“Fundin The legal restrictions on the use of the funds that Agency has used to make the Agency Funding,
unding " as applicable to and restricting the Property. The Funding Requirements are set out in Exhibit 2
Requirements . .
— Funding Requirements.
The only permitted use of the Property, which is as a residential property available 76
“Approved Use” for rent by the general public and containing not less than the following number of
units:

3. RESTRICTED PARCELS; APPROVAL OF LEASES. In order to assure that the proper number and types of units have
been rented in accordance with this Regulatory Agreement, Owner is prohibited from leasing any Unit within the
Project until either the parties have recorded against the Property a list of the Restricted Units or the Agency has
approved the individual lease or lease form for the Restricted Units. The following numbers of Units are restricted
for each respective funding source. The initial rents for the respective units shall be the following; provided,
however, that upon the request of Owner, Owner and Agency may agree to a schedule for the Restricted Units that
complics with the following affordability requirements as of the date when the Project is available for occupancy. In
any event the rents for the respective units may be adjusted not more often than annually. The rents shall include
allowance for utilities and costs reasonably related to the rental of the units, as may be required in determining the
rents for the applicable funding sources. Only units indicated under Agency Funding Source are assisted by the
Agency. Nevertheless, Owner shall assure the affordability of all of the following units at the named affordability
levels. Additionally, higher rents may be charged for units subject to U.S. Department of Housing and Urban
Development Housing Assistance Payment Vouchers, provided that the actual rents paid by the tenants do not
exceed the affordability levels for the respective units, HOME Units are fixed units if referenced by Apartment
Number or equivalent; otherwise such units are "floating units" in which the number of units of an affordability
level and bedroom tyvpe remains the same, but the actual designated unit may change from time to time.

nek MNumber Restricted  Imtial Gross

Ageney

Aflordability Linil

'Fun(lili:g Othier Funding Sonrce: T ; pre) ol Linit Rent per Linit
Sourceqg: gl RE Lnits:  Numbers:  per Month:
HOME/C | Mortgage Revenue Bonds, Very Low 1 Bedroom 16 [TBD] $678
DBG Low Income Housing Tax Income

Credits (50%)
HOME/C | Mortgage Revenue Bonds, Low Income | 1 Bedroom 59 [TBD] $814
DBG Low Income Housing Tax (60%)

Credits

4, MANAGEMENT AGREEMENT. Borrower shall obtain and maintain a property management agreement with a duly
accredited real estate property management company for the management of the Property. Owner shall not change
management company without the prior written approval of the Agency. If Agency has approved an initial property
manager for the Project, the company shall be listed immediately below. The term of such agreement shall be the
longer of the term of the Funding Agreement or the longest term of the Funding Restrictions

Approved Management Company
_The Housing Authority of the City of Sacramento

5. SPECIAL ProvISIONS, Owner shall also comply with the following special provisions,

1. Expiration of Atfordability Period. Owner agrees that the rent of “in-place” 55 years
tenants at the conclusion of the required affordability period will continue to be
governed by the applicable affordability restrictions, so long as those tenants
continue to live in the development.

2. Smoke-Free Environment. At least 50% of the buildings but no less than 50% of
the units must be smoke free. All indoor common areas must be smoke-free.

3. Resident Services. Owner shall provide approved resident services at Greenway
Village no less than 15 hours per week, inclusive of administrative programming
and compliance activities associated with the provision of resident services.
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4. Regulatory Agreement Violations. Owner shall pay the program compliance
fees and expenses to Agency set forth in Exhibit 3 - Compliance Violations and

Actions in reimbursement of the amounts and time expended by Agency to insure
Owner’s compliance with State statutes and federal regulations and Owner’s
obligations under the Regulatory Agreement as a result of the Owner not meeting
its obligations and reporting requirements. No compliance fee will be assessed for
one incident of each type of compliance violation per annual inspection provided
the violation is corrected within the specified corrective time period. The second
and subsequent violations will be assessed compliance fees as detailed in the
Compliance Violations and Actions tables.

5. “Excess” Utility Charges. Owner shall not pass utility charges paid by Owner,
including water, sewer, and garbage collection charges, through to tenants as an
add-on to their contracted rent.

6. Renters’ Insurance. Owner shall not make payment of rental insurance
premiums a condition of occupancy. If owners require renters’ insurance, the
policy premium must be deducted from the tenant’s rent. The owner shall not add
the insurance premiwm to the tenant’s rent in either the initial or subsequent years.

6. REPRESENTATIONS. Agency has provided Agency Funding to Owner to develop the Property, subject to the
terms of the Funding Agreement. This Regulatory Agreement is a substantial part of the consideration to Agency for
making the Agency Funding. [For purposes of this Article 11, “Property” shall mean Property or Restricted Unit as
the context may indicate.] The funds used by Agency under the Funding Agreement are funds from public funding
sources administered by Agency and their use is subject to certain requirements some of which are embodied in this
Regulatory Agreement. Further, Agency has made the Agency Funding in accordance with the laws, rules and
regulations to which Agency is subject. Therefore, Agency has made the Agency Funding conditioned upon
Owner’s agreement, for itself and its successors and assigns, to comply with all provisions of this Regulatory
Agreement, including without limitation, the Funding Agreement. Owner has had full opportunity to make itself
independently familiar with such limitations and restrictions, and Owner accepts them and agrees to comply fully
with them.

7. COVENANTS. Owner makes the following covenants. Unless Owner has received the prior written consent or
Agency approval otherwise, Owner shall fully comply with each and every covenant. Except as otherwise stated in
this Regulatory Agreement, the following covenants shall have a term that is the same as the longest term specified
in the Funding Requirements.

a. Owner shall use and permit others to use the Property only for the Approved Use.
b. Owner shall assure full compliance with the Funding Requirements.

¢. Owner shall not transfer or encumber any of the Property or permit the conveyance, transfer, or encumbrance
of the Property unless such assignee, transferee or encumbrancer has agreed, in writing and in a form suitable for
recordation, to be bound by the terms of this Regulatory Agreement,

d. Owner shall not cause and shall not permit expansion, reconstruction, or demolition of any part of
improvements on the Property, except as provided by the Funding Agreement.

¢. Owner shall maintain the Property and the building improvements, grounds and equipment of the Property in
good repair and condition and in compliance with all applicable housing quality standards and local code
requirements. Owner shall maintain the Property in good condition and shall keep the Property reasonably free from
graffiti and unrepaired vandalism and from accumulation of abandoned property, inoperable vehicles, unenclosed
storage, debris, and waste materials. In the event of a casnalty loss, Owner shall cause the restoration or replacement of
the Property, in a timely manner and provided that such restoration or replacement is then economically feasible.

f. Owner shall not cause and shall not permit discrimination based on race, color, national origin, religion,
sexual orientation or gender identity, gender, language proficiency, familial status, age (except that a minimum age
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qualification is acceptable to maintain this property’s status as “senior housing™) or disability in the sale, lease, or
rental or in the use or occupancy of the Property. Owner covenants by and for him/her/itself, his/her/its heirs,
executors, administrators, and assigns, and all persons claiming under or through them that there shall be no
discrimination against or segregation with reference to the selection, location, number, use or occupancy of tenants,
lessees, subtenants, sublessees, or vendees int the Property. This covenant against discrimination shall continue in

perpetuity.

g. Owner shall assure compliance with the obligations imposed by the federal Personal Responsibility and Work
Opportunity Act (Public Law 104-193, commonly known as the Welfare Reform Act) as amended by California
Welfare and Institutions Code Section 17851, which restrict the Agency funding of federal, state or local benefits to
persons who are 1ot citizens or qualificd aliens as defined in such act.

8. NATURE OF COVENANTS. The provisions contained in this Regulatory Agreement are covenants which subject
and burden the Property, as covenants running with the land. It is intended and agreed that the agreements and
covenants provided in the Agreement shall be covenants running with the land and equitable servitudes on the land
and that they shall, in any event, and without regard to technical classifications or designation, be binding, to the
fullest extent permitted by law and equity, for the benefit and in favor of, and enforceable by, the Agency, the
Agency’s successors and assigns, any other governmental entity acting within its authority and any successor in
interest to Agency's interest under this Regulatory Agreement against the Owner, its successors and assigns and
every successor in interest to all or any part of the Property.

9. TERM. The term of this Regulatory Agreement shall commence on the Effective Date and continue until the
terms of all of the covenants, including without limitation, the terms stated in the Funding Requirements, have
expired or otherwise been terminated. Notwithstanding the term in the Funding Requirements, the term of this
Regulatory Agreement shall be fifty-five (55) years from the Effective Date.

10. REVIVAL OF COVENANTS AFTER FORECLOSURE. The affordability restrictions shall be revived afier
foreclosure, or deed in lieu of foreclosure according to the original terms if, during the original term of this
Regulatory Agreement, if the Owner, who was owner of record before the termination event, or a party related to the
Owner obtains an ownership interest in the Property or Restricted Unit, as the case may be. For purposes of this
provision, a related party is anyone with whom the Owner has or had family or business ties or common ownership;
provided that such interest would not be considered a “remote interest” in the usual and customary use of the term.

11. MULTIPLE FUNDING REQUIREMENTS. If more than one form of Funding Requirements is attached, each
Restricted Unit shall be subject to the Funding Requirements for every Funding Source applied to the respective
Restricted Unit. If the terms of the Funding Requirements shall conflict as to any Restricted Unit, the Funding
Requirements shall be construed so as to meet all applicable requirements for the respective Restricted Unit,
including without limitation the use of the most restrictive requirements and the use of the “Recapture” formula that
results in the greatest repayment to the Agency.

12. RECORDKEEPING AND REPORTING. Upon request of Agency, Owner shall promptly provide any additional
information or documentation requested in writing by the Agency to verify Owner's compliance with the provisions
of this Regulatory Agreement. At the written request of the Agency, Owner shall, within a reasonable time
following receipt of such request, furnish reports and shall give specific answers to questions upon which
information is desired from time to time relative to the income, assets, liabilities, contracts, operations, and condition
of the property and the status of the Deeds of Trust.

13. AUDIT AND INSPECTION. The Property and all related equipment, buildings, plans, offices, books, contracts,
records, documents and other related papers shall at all times be maintained in reasonable condition for andit and
shall be subject to examination by the Agency or its agents. The books and accounts of the operations of the
Property and of the Property shall be kept in accordance with generally accepted accounting principles. Owner shall
provide Agency access to the Property and its tenants during reasonable hours for the purpose of reviewing Owner’s
compliance with this Regulatory Agreement.
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14. INDEMNITY FOR OWNER’S FAILURE TO MEET LEGAL REQUIREMENTS. Owner shall indemnify and hold
Agency, its officers, directors, and employees harmless from any and all liability arising from Owner’s failure to
comply with the covenants, conditions and restrictions contained in this Regulatory Agreement or to comply with all
other laws, rules, regulations and restrictions related to the use of Agency Funding. Without limitation, such
indemnity shall include repayment to the appropriate parties of rents or sales proceeds in excess of amounts
authorized to be charged and repayment to the Agency of the costs of funds resulting from the required repayment
by Agency to the funding source of funds improperly used.

15. CHANGES WITHOUT CONSENT OF TENANTS, LESSEES, OR OTHERS. Only Agency and its successors and
assigns, and Owner (subject to the reasonable approval of Owner's lender in accordance with its rights under its loan
terms) shall have the right to consent and agree 1o changes in, or to eliminate in whole or in part, any of the
covenants or restrictions contained in this Agreement without the consent of any easement holder, licensee, other
mortgagee, trustee, beneficiary under a deed of trust or any other person or entity having any interest less than a fee
in the Site.

16. DEFAULT. Upon a breach of any of the provisions of this Regulatory Agreement by Owner, the Agency may
give written notice of such breach to Owner by registered or certified mail. If such violation is not corrected to the
satisfaction of Agency within sixty (60) days after the date such notice is mailed or within such further time as the
Agency may reasonably determine is necessary to correct the breach, and without further notice to Owner, the
Agency may declare a default under the Agreement, effective on the date of such declaration of default, and upon
such default the Agency may: (a) take any action then available under the Funding Agreement for a default under
the Funding Agreement and (b) apply to any court for specific performance of this Regulatory Agreement, for an
injunction against any violation of the Agreement, for the appointment of a receiver to take over and operate the
Property in accordance with the terms of this Regulatory Agreement, for money damages or for such other relief as
may be appropriate, since the injury to the Agency arising from a default under any of the terms in this Regulatory
Agreement would be irreparable, and the amount of damage would be difficult to ascertain.

17. BINDING SUCCESSORS IN INTEREST. This Regulatory Agreement shall bind and the benefits shall inure to the
Owner, its successors in interest and assigns, and to the Agency and its successors for the term of this Regulatory
Agreement.

18. CONTRADICTORY AGREEMENTS. Owner warrants that it has not, and will not, execute any other agreement
with provisions contradictory of or in opposition to, the provisions of this Regulatory Agreement, and that, in any
event, the requirements of this Regulatory Agreement are paramount and controlling as to the rights and obligations
set forth and supersede any other requirements in conflict with this Regulatory Agreement.

19. ATTORNEYS' FEES. If the services of any attorney are required by any party to secure the performance of this
Regulatory Agreement or otherwise upon the breach of default of another party, or if any judicial remedy or
mediation is necessary to enforce or interpret any provision of this Regulatory Agreement or the rights and duties of
any person in relation to this Regulatory Agreement, the prevailing party shall be entitled to reasonable attorneys'
fees, costs and other expenses, in addition to any other relief to which such party may be entitled. Any award of
damages following judicial remedy or arbitration as a result of this Regulatory Agreement or any of its provisions
shall include an award of prejudgment interest from the date of the breach at the maximum amount of interest
allowed by law. The prevailing party shall mean the party receiving an award in arbitration or a judgment in its
favor, unless the award or judgment is less favorable than the best settlement offered in writing in a reasonable
manner by the other party, in which case the prevailing party is the other party.

20. SEVERABILITY. The invalidity of any clause, part or provision of this Regulatory Agreement shall not affect the
validity of the remaining portions.

21. ELECTION OF REMEDIES. To the extent applicable, in the event of any breach of the covenants, conditions and
restrictions contained in this Repulatory Agreement, the Agency shall reasonably endeavor to remedy such breach
by conference and conciliation. If, in the opinion of Agency, the Agency and Owner are unable mutually to agree
upon a suitable remedy or the circumstances so warrant, such breach may be enjoined or abated by appropriate
proceedings brought by the Agency.
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Agency may institute or prosecute in its own name, any suit Agency may consider advisable in order to compel
performance of any obligation of any owner to develop and maintain the subject property in conformity with this
Regulatory Agreement and to remedy any default of this Regulatory Agreement. Agency may also seek a decree
requiring removal of any improvements constructed on the Property which improvements are designed for uses not
permitted under this Regulatory Agreement and which improvements are unsuitable for uses permitted under this
Regulatory Agreement.

The remedies of the Agency under this Regulatory Agreement are cumulative, and the exercise of one or more of
such remedies, including, without limitation, remedies under the Funding Agreement shall not be deemed an
election of remedies and shall not preclude the exercise by the Agency of any one or more of its other remedies.

22. No WAIVER. No waiver by the Agency of any breach of or default under this Regulatory Agreement shall be
deemed to be a waiver of any other or subsequent breach or default.

23. NOTICES. Written notices and other written communications by and between the parties shall be addressed to
the Owner at the Owner Address and to the Agency at the Agency Address or such other address as each respective
party has designated by written notice to the other party.

THE PARTIES HAVE EXECUTED THIS REGULATORY AGREEMENT in Sacramento, California as of the Effective Date

OWNER : WASHINGTON PLAZA HOUSING AGENCY: THE SACRAMENTO HOUSING AND
ASSOCIATES, L.P., REDEVELOPMENT AGENCY, a joint powers agency
a California limited partnership

By: Washington Plaza Housing Associations LLC,
a California limited liability company, its general By:
partner LaShelle Dozier, Executive Director

By: Winfield Hill, Inc., Date:

a California public nonprofit public benefit

corporation Approved as to form:
Its managing member Agency Counsel

By:
Name:

Its:

BY: Sacramento Housing Authority Repositioning
Program, Inc.
a California nonprofit public benefit corporation

a member

By:

James Shields, President
Date:

Approved as to form:

Developer Counsel

[NOTARIZED ACKNOWLEDGEMENTS]
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EXHIBIT 1
Legal Description of the Property
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EXHIBIT 2
Funding Requirements

HOME FUNDING REQUIREMENTS
RENTAL PROJECT

These “HOME Funding Requirements” are attached to a Regulatory Agreement, and are incorporated in that
Regulatory Agreement. In turn, the Regulatory Agreement is incorporated in a funding agreement (“Funding
Agreement™) that is described in the Regulatory Agreement. [The capitalized terms used in these HOME Funding
Requirements shall have the meanings below in the body of these HOME Funding Requirements. Terms being
defined are indicated by quotation marks. Capitalized terms in these HOME Funding Requirements that are not
defined below are defined in the Regulatory Agreement. References to the CFR are to the Code of Federal
Regulations]

1. RECITALS. The Agency Funding includes proceeds of the federal HOME Investment Partnerships Act
(“HOME”} and its implementing regulations (commencing at 24 CFR 92) (“HCME Funds”). The Agency has
approved the Agency Funding on condition that the property described in the Funding Agreement (“Property™) is
rehabilitated or developed as residential rental property (“Project™) with certain units regulated in accordance with
laws, rules and regulations regarding the use of HOME funds for the benefit of low-income persons (“HOME
Restricted Units™) by recordation of these HOME Funding Restrictions as covenants running with the land. HOME
Restricted Units are made affordable by such regulation to persons and households that qualify as low-income or
very low-income as indicated in the table in Article I,

2. UsE oF HOME Funps. Owner shall assure that the HOME Funds are used only for qualified uses. HOME
Funds may only be used to provide incentives to develop and support affordable rental housing and homeownership
affordability through the acquisition (including assistance to homebuyers), new construction, reconstruction, or
rehabilitation of non-luxury housing with suitable amenities, including real property acquisition, site improvements,
conversion, demolition, and other expenses, including financing costs, relocation expenses of any displaced persons,
families, businesses, or organizations; to provide tenant-based rental assistance, including security deposits; to
provide payment of reasonable administrative and planning costs; and to provide for the payment of operating
expenses of community housing development organizations, all as further defined in 24 CFR 92.205-92.209. The
HOME Funds shall not be used for project reserve accounts except as expressly authorized or to provide operating
subsidies.

Owner represents that it is not primarily a religious organization; that Owner is not using HOME Funds to
rehabilitate or construct housing owned by primarily religious organizations or to assist primarily religious
organizations in acquiring housing; that the Project is being used by Owner exclusively for secular purposes; that the
Project units are available to all persons regardless of religion; and that there are no religious or membership criteria
for tenants of the Property.

3. PROPERTY STANDARDS. Upon completion, the Project will comply with the applicable property standards of 24
CFR 92.251. For the term of these Funding Requirements, Owner shall provide Agency access at all reasonable
times for inspection to assure compliance with such standards. Such provisions are generally as follows:

a. If the Project is new construction, it must meet all applicable local codes, rehabilitation standards, ordinances,
and zoning ordinances at the time of project completion. Newly constructed housing must meet the current edition
of the Model Energy Code published by the Council of American Building Officials.

b. All other HOME-assisted housing (such as acquisition) must meet all applicable State and local housing
quality standards and code requirements.

¢. The housing must meet the accessibility requirements at 24 CFR part 8, which implements Section 504 of the
Rehabilitation Act of 1973 (29 U.S.C. 794) and covered multifamily dwellings, as defined at 24 CFR 100.201, must
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also meet the design and construction requircments at 24 CFR 100.205, which implement the Fair Housing Act (42
U.S.C. 3601-3619).

d. Construction of all manufactured housing must meet the Manufactured Home Construction and Safety
Standards established in 24 CFR part 3280. These standards pre-empt State and local codes covering the same
aspects of performance for such housing. Also, installation of manufactured housing units must comply with
applicable State and local laws or codes, or in the absence of such laws or codes, the participating jurisdiction must
comply with the manufacturer’s written instructions for installation of manufactured housing units. Manufactured
housing that is rchabilitated using HOME funds must meet the requirements set out in section 3.a.

e. Owner must maintain the housing in compliance with all applicable State and local housing quality standards
and code requirements and if there are no such standards or code requirements, the housing must meet the housing
quality standards in 24 CFR 982.401,

4. LEAD-BASED PAINT. Owner shall comply with the Lead-Based Paint Poisoning Prevention Act (42 U.8.C. 4821-
4846), the Residential Lead-Based Paint Hazard Reduction Act of 1992 (42 U.S.C. 4851-4856), and implementing

regulations.

5. AFFORDABILITY REQUIREMENTS. Owner shall assure that the of HOME Restricted Units shall be rented at or
below the following rates:

a. Low-Income Units shall be rented for amounts that do not exceed thirty percent (30%) of sixty-five percent
(65%) of the Sacramento Metropolitan Statistical Area median income (“Median Income™), as determined annually
by the federal Department of Housing and Urban Development (“HUD?™), as adjusted for family size appropriate to
the size and number of bedrooms in the respective HOME Restricted Unit.

b. Very Low-Income Units shall be rented for amounts that do not exceed thirty percent of 50% of the Median
Income as adjusted for family size appropriate to the size and number of bedrooms in the respective HOME
Restricted Unit.

c. Notwithstanding any other provision, the maximum rent on any HOME-Restricted Unit shall not exceed the
“Fair Market Rent” as established by HUD under 24 CFR 888.111,

d. Unless Owner has obtained prior written Agency authorization, Owner shall maintain the allocation of
HOME-Restricted Units by the bedroom sizes stated in the Regulatory Agreement.

¢. Such maximum rent limits shall be recalculated periodically after HUD determination of the Fair Market
Rent or the Median Income; provided, however, that the rents are not required to be lower than the initial rent for the
HOME-Restricted Units. Owner shall give tenants not less than thirty (30) days notice of a change in rents.

f. The foregoing affordability requirements may, with the consent of the Agency, terminate on foreclosure or
deed in lieu of foreclosure; provided, however, that the affordability requirements will revive according to the
original terms if the Owner at the time of foreclosure, or any entity that includes such Owner or anyone with whom
such Owner has or had family or business ties, obtains an ownership interest in the Project or Property.

6. OCCUPANCY REQUIREMENTS. Owner shall assure that all HOME Restricted Rental Units shall be initially
occupied by households eaming less than sixty-five percent (65 %) of Median Income, as verified by the Agency.
Notwithstanding any other provision, if more than five units in the Project are HOME-Restricted Units, not less than
twenty percent of the HOME-Restricted Units shall be Very Low-Income Units and shall be occupied by families
whose annual income does not exceed 50% of the Median Income. If a tenant of a HOME-Restricted Unit no longer
qualifies as for the HOME-Restricted Unit as a result of an increase in family income, the HOME-Restricted Unit
continues to qualify under these Funding Requirements so long as actions satisfactory to HUD are being taken to
ensure that all vacancies are filled in accordance with these Funding Requirements until the noncompliance is
corrected. Such tenants shall pay as rent the lesser of the amount payable by the tenant under State or local law or
thirty percent (30%) of the family’s adjusted income, except that tenants of HOME-assisted units that have been
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allocated low-income housing tax credits by a housing credit agency pursuant to section 42 of the Internal Revenue
Code of 1986 (26 U.5.C. 42) must pay rent governed by such section. In addition, for projects where HOME units
are designated as floating pursuant to 24 CFR 92.252(j), tenants who no longer qualify as low-income are not
required to pay as rent an amount that exceeds the market rent for comparable, unassisted units in the neighborhood

7. INCOME VERIFICATION. Owner shall fully cooperate with Agency by requiring every prospective tenant of a
HOME Restricted Unit to provide to Owner, prior to initial occupancy of a Home-Restricted Unit and annually, ail
information required to verify income-eligibility of the prospective tenant to assure income eligibility in accordance
with 24 CFR 92.203. For the initial eligibility determination, Owner shall cause the tenant to provide the Agency
with the source documents evidencing annual income (by way of example, wage statement, interest statement,
unemployment compensation statement) for the family. Thereafter, Owner shall cause the tenant to provide the
Owner with such source documents; a written statement of the amount of the family's annual income and family
size, with a certification that the information is complete and accurate and assurance that the family will provide
source documents upon request; or a written statement from the administrator of a government program under which
the family receives benefits and which examines each year the annual income of the family, stating the tenant's
family size and the amount of the family's annual income or alternatively, stating the current dollar limit for very
low- or low-income families for the family size of the tenant and state that the tenant's annual income does not
exceed such limit.

8. TENANT PROTECTIONS; LEASE PROVISIONS. Owner shall comply with the following provisions for protection
of tenants in HOME-Restricted Units.

a. Owner shall enter into an initial lease with a tenant of a HOME-Restricted Unit for not less than one year,
unless by mutual agreement between the tenant and the Gwner and not required by Owner as a condition of entering
into the lease. Such lease shall not contain any of the following provisions, in addition to any other applicable
requirements of law:

1) Agreement by the tenant to be sued, to admit guilt, or to a judgment in favor of the Owner in a lawsuit
brought in connection with the lease;

2) Agreement by the tenant that the Owner may take, hold, or sell personal property of household members
without notice to the tenant and a court decision on the rights of the parties; excepting an agreement by the tenant
concerning disposition of personal property remaining in the housing unit after the tenant has moved out of the unit
that is in accordance with State law;

3) Agreement by the tenant not to hold the Owner or the Owner's agents legally responsible for any action
or failure to act, whether intentional or negligent;

4) Agreement of the tenant that the Owner may institute a lawsuit without notice to the tenant;

5) Agreement by the tenant that the Owner may evict the tenant or household members without instituting a
civil court proceeding in which the tenant has the opportunity to present a defense, or before a court decision on the
rights of the parties;

6) Agreement by the tenant to waive any right to a trial by jury;

7) Agreement by the tenant to waive the tenant's right to appeal, or to otherwise challenge in court, a court
decision in connection with the lease; and

8) Agreement by the tenant to pay attorney's fees or other legal costs, even if the tenant wins in a court
proceeding by the Owner against the tenant. The tenant, however, may be obligated to pay costs if the tenant loses.

b. An Owner may not terminate the tenancy or refuse to renew the lease of a tenant of rental housing assisted
with HOME funds except for serious or repeated violation of the terms and conditions of the lease; for violation of
applicable Federal, State, or local law; for completion of the tenancy period for transitional housing; or for other
good cause. To terminate or refuse to renew tenancy, the Owner must serve written notice upon the tenant
specifying the grounds for the action at least 30 days before the termination of tenancy.

¢. Owner must adopt written tenant selection policies and criteria that:
1) Are consistent with the purpose of providing housing for very low-income and low-income families;
2) Are reasonably related to program eligibility and the applicants' ability to perform the obligations of the
lease;
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3) Give reasonable consideration to the housing needs of families that would have a Federal preference
under section 6(c)(4)(A) of the United States Housing Act of 1936 (commencing at 42 U.S.C. 1437 et seq.}, as
further provided in 24 CFR 92.209(c)(2);

4) Provide for the selection of tenants from a written waiting list in the chronological order of their
application, insofar as is practicable; and

5) Give prompt written notification to any rejected applicant of the grounds for any rejection,

d. Owner shall not refuse to lease a HOME-Restricted unit to a certificate or voucher holder under 24 CFR 982
— Section 8 Tenant-Based Assistance: Unified Rule for Tenant-Based Assistance under the Section 8 Rental
Certificate Program and the Section 8 Rental Voucher Program or to the holder of a comparable document
evidencing participation in a HOME tenant-based rental assistance program because of the status of the tenant as a
holder of such certificate, voucher or comparable certification.

9. UNIT QUALITY & DETERMINATION OF COST ALLOCATION. OWNER shall assure that HOME Restricted Units
assisted with HOME Funds must be comparable in size and amenities to other units in the Project. If the assisted
and non-assisted units are comparable in terms of size, features and number of bedrooms, the actual cost of the
HOME Restricted units can be determined by pro-rating the total HOME eligible development costs of the Project
so that the proportion of the total development costs charged to the HOME program does not exceed the proportion
of the HOME Restricted units in the Project. If the assisted and non-assisted units are not comparable, the actual
costs may be determined based on a method of cost allocation.

10. COMPLIANCE WITH FUNDING AGREEMENT. Owner shall comply with any and all applicable provisions of the
Funding Agreement for so long as they continue to be in effect.

11. REPAYMENT ON DEFAULT OR EARLY TERMINATION. If the Agency determines the Project does not comply
with HOME requirements for affordability as specified in 24 CFR 92.252 or 92.254; or if the Project is terminated
before completion, either voluntarily or otherwise; or if Owner does not comply with these funding restrictions; or if
the Project is determined to be an ineligible activity under HOME, Owner must repay to Agency any HOME Funds
invested in the Project upon demand.

12. PROGRAM INCOME. If Project income is considered to be HOME program income, it shall nevertheless be paid
to or retained by Owner in accordance with the agreement between Agency and Owner.

13. ADMINISTRATIVE REQUIREMENTS. Owners that are governmental or non-profit organizations shall comply
with the provisions of 24 CFR 92.505 regarding uniform administrative requirements. Owner shall cooperate fully
with the Agency and provide all documents and records required by Agency in preparing for HOME related audits.
Owner shall comply with all applicable requirements under HOME, including without limitation, recordkeeping and

reporting.

14. GOVERNMENTAL ENTITIES, NON-PROFITS, CHDOS. Special HOME regulations apply to an Owner that is
governmental or non-profit entities or a community housing development organization. Such Owner is responsible
for knowledge of and shall fully comply with such regulations.

15. TERM. These covenants shall burden and regulate the HOME Restricted Units assisted with HOME Funds for
the following term as applicable, unless a longer term is specified in the body of the document to which this
attached:

a. For rehabilitation or acquisition of existing housing, five (§) years if the subsidy for each of HOME-
Restricted Unit is less than $15,000;

b. For ten (10) years if such subsidy is $15,000 or more but not more than $40,000;
c. For fifteen (15) years if such subsidy is more than $40,000 or if the project involves refinancing of an

existing loan; and

Permanent Loan Agreement 233



Exhibit A: Permanent Loan Agreement

d. For new construction or acquisition of newly constructed housing, twenty (20) years.

16. No TERMINATION ON RECAPTURE. Notwithstanding any other provisions of the Regulatory Agreement, the
provisions of this HOME Funding Restrictions shall continue for the duration of the applicable preceding term.
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Exhibit 3 - COMPLIANCE VIOLATIONS AND ACTIONS
(All payments due and payable within 30-days of assessment)

Tenant Eligibility and Affordability Violations

Compliance Fees and Actions* Corrective Time Period
Violation
Tenants over income | Initial $500 per unit, again every 90 days | 90 days from discovery date to avoid additional

at
initial move-in

until another income qualified tenant is
housed.

Correction: Evict tenant if tenant fraud.
Otherwise, next available unit must be
Affordable and rented to an Income-
Qualified tenant.

$500 charge every 90-days the problem is not
corrected.

Incorrect eligibility
documentation

Initial $50 per file for incorrect
calculations, verifications, or required
documents. Additional $50 per month if
not corrected.

Correction: Submit copies of corrections
to compliance staff as applicable.

30 days from discovery date to submit copies of
corrections to compliance staff to avoid additional
$50 per month if not corrected

Failure to complete
annual
recertifications

Initial $250 for each incomplete file.
Additional $50 per month if not
corrected.

Correction: Submit copies of
recertifications to compliance staff,

30 days from discovery date to submit corrections
to avoid additional $50 per month if not corrected.

Failure to maintain

Initial $500 per unit, again every 90-days

30 days from discovery date to submit copies of

tenant eligibility thereafier until new records in place. new records to avoid additional $100 per unit per
records Additional $100 per unit per month the month the project remains out of compliance.
project remains out of compliance.
Correction: Immediately establish new
files/records.
Incorrect Rents Reimbursement to tenant of the entire 30 days from discovery date to avoid additional

amount overcharged. $100 payment to
Agency for each over-charged unit,
Correction: Refund tenant with letter of
correction,

$100 per overcharged unit per month fee to
Agency.

Failure to submit
complete and
accurate monthly

Initial $100 per report. Additional $100
per day until complete and accurate report
submitted. Correction: Submit copies of

7 days from discovery date to submit complete and
accurate report to avoid additional $100 per day
charge.

Bond Report by due | corrections to compliance staff as

date applicable.

Failure to comply Initial $100 per report. Additional $100 30 days from discovery date to submit corrections
with approved per day until complete and accurate report | to avoid additional $100 per day charge.

Management Plan

submitted. Correction: Submit copies of
corrections to compliance staff as
applicable.

Failure to submit
complete and
accurate quarterly
Resident Services
report by due date

Initial $100 per report. Additional $100
per day until complete and accurate report
submitted. Correction: Submit copies of
corrections to compliance staff as
applicable.
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Failure to provide a
resident service
required by Resident
Services Plan

Initial $250 per service. Additiona! $100
per day until service is provided.
Correction: Implement required service or
new resident services plan submitted and
approved; approved plan implemented..

7 days from discovery date to implement required
service or provide new resident services plan to
avoid additional $100 per day charge; 30 days
from discovery date to implement new plan to
avoid additional $100 per day charge.

Noncompliant lease

$100 per noncompliant lease.
Correction: Prepare and execute
approved lease or addendum to address
the deficiency.

30 days from discovery date to avoid additional
$100 per noncompliant lease per month charge to
Agency.

Housing Quality Standards Vielations

plumbing facilities

day if not corrected.
Correction: Repair/replace as necessary

Compliance Fees and Actions* Corrective Time Period
Violation

Verifiable existence $200 per unit. Additional $75 per day 3-days from discovery date to submit action plan

of Toxic Mold charge each time efforts fall outside of to address. 10-days to relocate tenant if necessary.
corrective timeframes. 30-days to obtain certification that unit is mold
Correction; Prepare and submit action free. $75 per day additional charge each time
plan that addresses scope of work and efforts fall outside of these timeframes.
timetable to complete. Relocate tenant if
necessary. Obitain certified clearance that
mold has been abated and unit is safe to
occupy once again.

Broken pipes and $200 per unit. Additional $75 charge per | 7-days from discovery date to avoid additional $75

per day each day thereafter corrective action not
taken.

Smoke detectors not
working in the units

$200 per unit with non-functional smoke
detector. Additional $75 charge per day
if not corrected.

Correction: Replace batteries or non-

Within 24 hours of discovery date to avoid $75 per
day additional charge each day thereafier
corrective action not taken.

unit (Winter) or air
conditioning unit
(Summer)

$75 charge per day if not corrected. $75
re-ingpection fee if necessary to verify
problem corrected.

Correction: Repair/replace as necessary.

working unit within 24 hours.
Windows with large | $200 per unit. Additional $75 charge per | 7-days from date of discovery to avoid $75 per
cracks or missing day if not corrected. day additional charge each day thereafter
| glass Correction: Repair/replace as necessary. corrective action not taken.
Infestation of roaches | $200 per infested unit. Additional $75 7-days from date of discovery to avoid $75 per
or vermin charge per day if not corrected. day additional charge each day thereafter
Correction: Letter from pest control corrective action not taken.
company verifying removal of pests with
paid invoice to compliance staff.
Non-working heating | $500 per nonworking unit. Additional Within 24 hours of discovery date to avoid $75 per

day additional charge each day thereafter
corrective action not taken.

Excessive amount
of urine/ feces

$200 per unit. Additional $75 charge per
day if not corrected.

Correction: Clean unit as necessary and
address problem as the lease allows.
Submit correction letter with
documentation to compliance staff,

7-days from date of discovery to avoid $75 per
day additional charge each day thereafter
corrective action not taken.

Excessive amount of
trash/garbage in the
unit

$75 per unit. Additional $75 charge per
day if not corrected. -

Correction: Clean unit and send letter of
correction to compliance staff.

14-days from date of discovery to avoid an
additional $75 per day thereafier each day
corrective action not taken.
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Hazardous exterior

$500 for hazardous conditions.
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7-days from date of discovery to avoid $75 per

conditions Additional $75 charge per day if not day additional charge each day corrective action
corrected. $75 re-inspection fee. not taken.
Correction: Clean and/or repair as
necessary. Re-inspection to verify
problem addressed.
Large holes $100 per unit. Additional $75 charge per | 30-days from date of discovery to avoid $75 per
walls/ceiling day if not corrected. day additional charge each day corrective action
Correction: Submit correction letter with | not taken.
documentation to compliance staff.
Non-Operable $500 per non-working gate. Additional | 7-days from date of discovery to avoid $75 per
Security Gate $75 charge per day if not corrected. $75 | day additional charge each day corrective action

re-inspection fee if necessary to verify
problem corrected.
Correction: Repair/replace as necessary.

not taken.

No Security Cameras

$250 per discovery. Additional $75

30-days from the date of discovery to avoid $75

(if cameras required) | charge per day if not corrected. $75 re- per day additional charge each day thereafter
inspection charge to verify problem corrective action not taken.
corrected.
Correction: Replace cameras.

Non-working $100 per camera per discovery. 7-days from date of discovery to avoid $75 per

Security Cameras

Additional $75 charge per day if not
corrected. $75 re-inspection charge to
verify problem corrected. Correction:
Repair/replace as necessary.

day additional charge each day corrective action
not taken.

Non-working or non-
accessible
amenities/services

$100 per item per discovery. Additional
$75 charge per day if not corrected. $75
re-inspection charge to verify problem
corrected. Correction: Repair/replace as
necessary.

7-days from date of discovery to avoid $75 per
day additional charge each day corrective action
not taken.

* No compliance fee will be assessed for one incident of each type of compliance violation per annual inspection provided

the violation is corrected within the specified corrective time period. The second and subsequent violations will be

assessed compliance fees as detailed in the Tenant Eligibility and Affordability Violations and Housing Quality Standards

Violations tables.
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Exhibit 6: HUD Use Agreement
RECORDING REQUESTED BY
AND WHEN RECORDED MAIL TO:

Housing Authority of the City of Sacramento, California
801 12th Street
Sacramento, CA 95814

Attn: Executive Director

NO FEE REQUIRED
PER GOVERNMENT CODE SECTION 27383

(SPACE ABOVE THIS LINE FOR RECORDER’S USE)
USE AGREEMENT

This Use Agreement (this "Agreement”} dated as of November _, 2013, is by and between the HOUSING
AUTHORITY OF THE CITY OF SACRAMENTO, CALIFORNIA, a public body, corporate and politic organized
under the laws of the state of California ("PHA"), with a mailing address of 801 12th Street, Sacramento, CA 95814,
Attention: Executive Director and WASHINGTON PLAZA HOUSING ASSOCIATES, L.P., a California limited
partnership ("Lessee"), with an address of , Sacramento, CA , Attention: Executive
Director.

RECITALS

WHEREAS, PHA owned and operated 76 dwelling units in one (1) dwelling building formerly known as
Washington Plaza on 0.45 acres of underlying land, as more particularly described in the attached Exhibit A(the
"Disposition Property"), as low-rent public housing with financial assistance provided by HUD under the U.S.
Housing Act of 1937, as amended, 42 1J.5.C. 1437 et. seq. (the "Act™);

WHEREAS, PHA is the fee owner of the Disposition Property;

WHEREAS, PHA has requested HUD approval of the ground lease of the Disposition Property and the sale
of the improvements located thereon to Lessee, and HUD, as documented in that certain letter from HUD to PHA
dated October _, 2013 (the "Approval Letter™) attached hereto as Exhibit B and incorporated herein, agreed to
such ground lease and sale on the terms and conditions set forth in (i) the Approval Letter, (ii) that certain
Disposition Agreement dated as of November __, 2013, between HUD, PHA and the Sacramento Housing
Authority Repositioning Program, Inc., a California nonprofit public benefit corporation (the "Disposition
Agreement") and (iii) this Agreement, including, without limitation, the condition that seventy-five (75) dwelling
units on the Disposition Property ("Required Units") are operated exclusively as housing units for families whose
incomes do not exceed 80% of the area median income (the "Use Requirement") for a period of not less than thirty
(30) years from the date this Agreement is recorded in the official records of the county where the Disposition
Property is located (the "Restricted Period");

WHEREAS, PHA has entered into that certain ground lease of even date herewith with Lessee for the
Disposition Property, a memorandum of which will be recorded against the Disposition Property concurrently
herewith; and

WHEREAS, as a condition of the Approval Letter, the parties are obligated to enter into this Use
Agreement on the terms and conditions hereinafter provided.

Permanent Loan Agreement 238



Exhibit A: Permanent Loan Agreement

AGREEMENT

NOW THEREFORE, in consideration of the foregoing recitals, each of which is incorporated herein by
reference, and the promises and covenants herein set forth and other good and valuable consideration, the receipt
and sufficiency of which are hereby acknowledged, the parties hereby agree as follows:

1. Lessee, for itself and for its successors and assigns, hereby covenants and agrees
to develop, operate and maintain the Required Units in strict conformance with the Use
Requirement for the duration of the Restricted Period.

2 The following will not constitute a breach of the Use Requirement:

a. It shall not constitute a breach of the Use Requirement if one or more of
the Required Units are left vacant for a period (i) while one tenant is moving out and before
another has moved in, (ii) while waiting for a new qualifying tenant in the event there are none
immediately available to move in after the previous qualifying tenant vacates, or (iii) while the
unit is being renovated or repaired.

b. In the event one or more of the Required Units are damaged or destroyed
by fire or other casualty, cessation of the use of the unit or units in conformance with the Use
Requirement during the period of repairs or reconstruction shall not constitute a breach of the
Use Requirement; provided (i) Lessee uses commercially reasonable efforts to cause the units to
be repaired or restored to substantially the same condition as existed prior to the event causing
damage or destruction, (ii) the units are actually repaired or restored within eighteen (18) months
after the date of the casualty, or such longer period as may be approved by HUD in writing, such
approval not to be unreasonably withheld, conditioned, or delayed, and (iii) the units are
thereafter operated in accordance with the Use Requirement for the remainder of the Restricted
Period.

c. In the event one or more of the Required Units are taken for any public or
quasi-public use under governmental law, ordinance or regulation, or by right of eminent
domain, or by private purchase in lieu thereof (a "Taking"), or if any other portion of the
property in which one or more Required Units are located, which property is necessary for a
tenant’s occupancy of a Required Unit, has been subject to a Taking, cessation of the use of a
unit or units in conformance with the Use Requirement resulting from a Taking shall not
constitute a breach of the Use Requirement; provided (i) Lessee applies funds received as a result
of the Taking of the Restricted Unit(s) for the acquisition and development of other residential
units that will be operated in accordance with the Use Requirement, (ii) the new units are
acquired or developed within two years after the date of the Taking, or such longer period as may
be approved by HUD in writing, such approval not to be unreasonably withheld, conditioned or
delayed, and (iii) the new units are thereafter operated in accordance with the Use Requirement
for the remainder of the Restricted Period.

3. In the event the Use Requirement ceases to be satisfied prior to the expiration of
the Restricted Period:
a. PHA shall give written notice of the failure to Lessee (a "Notice of

Violation"), which Lessee shall have one hundred twenty (120) days to cure. PHA agrees to
give to (i) the beneficiary of any deed of trust encumbering the Disposition Property, and its
successors or assigns (a "Holder") and (ii) the one or more special limited partners and investor

Permanent Loan Agreement 239



Exhibit A: Permanent Loan Agreement

limited partners of Lessee, and their successors or assigns (the "Special and Investor Limited
Partners") (collectively, the "Project Financiers"), a written copy of any Notice of Violation
that PHA may give to Lessce under this Agreement. No notice or demand under this Agreement
shall be effective unless a copy of such notice is given to the Project Financiers. Any Notice of
Violation shall describe the violation of the Agreement with reasonable detail. Project Financiers
shall have the right, but not the obligation, to cure any breach or default within one hundred
twenty (120) days after receipt of such notice.

b. If a Notice of Violation is incapable of being cured within such one
hundred twenty (120) day period, each Project Financier shall have such additional time as may
be approved by HUD in writing, such approval not to be unreasonably withheld, conditioned or
delayed, to cure such violation. Any cure tendered by a Project Financier shall be accepted by
the PHA or HUD as if tendered by the Lessee.

c. Any notice, pursuant to this Agreement, given to the Project Financiers
hereunder shall be sent to the addresses set forth below or to such additional Special or Investor
Limited Partners who record a request to receive notice and provide a mailing address to which
the notice shall be sent under this Agreement:

Holder: Bank of America, N.A.
CA4-70202-29
2001 Clayton Road, 2nd Floor
Concord, CA 94520
Attention: Loan Administration Manager

TLP: Merritt Community Capital Fund XVI, L.P.
c/o Merritt Community Capital Corporation
1970 Broadway, Suite 250
Qakland, California 94612
Attention: Bernard T. Deasy

Special Limited Partner: May be designated in the future by notice to the PHA

d. If, after written Notice of a Violation has been provided as required by this
Agreement, the failure is not corrected to the satisfaction of PHA within the prescribed amount
of time, PHA may declare a default under this Agreement (an "Event of Default") without
further notice. In case of an Event of Default, to the extent permitted by applicable law, PHA
shall have the right to seek specific performance of the Use Requirement and/or to enjoin any
violation of the Use Requirement in a court of competent jurisdiction. The right to specific
performance and injunction shall be in addition to all other remedies available under statute, at
law and in equity.

4, "PHA" means the Housing Authority of the City of Sacramento, California, a
public body corporate and politic organized under the laws of the State of California and/or its
successors and assigns, No party other than PHA shall exercise the rights and privileges

Permanent Loan Agreement 240



Exhibit A: Permanent Loan Agreement

reserved herein to PHA unless such party shall receive and record in the official records of the
County where the Disposition Property is located a written assignment of all or a portion of such
rights, privileges and obligations.

5. Recordation of this Agreement shall constitute the agreement by Lessee, for its
successors and assigns, to be bound by and to comply with the restrictions set forth in this
Agreement. The benefits and burdens of this Agreement touch and concern and run with the
land and are binding upon and shall inure to the benefit of the respective successors and assigns
of the parties to this Agreement. Wherever the term "Lessee" is used herein such term shall be
construed to include Lessee’s successors and assigns in title to the Disposition Property.

6. Upon the expiration of the Restricted Period, the Use Requirement shall cease and
terminate and the Disposition Property shall be deemed released of the Use Requirement and this
Agreement without the requirement of any further writing between the parties. Notwithstanding
the foregoing, upon expiration of the Restricted Period, PHA agrees to execute and deliver to
Lessee such documents as Lessee shall reasonably request releasing and confirming the release
of the Use Requirement and this Agreement from title to the Disposition Property and clearing
title to the Disposition Property from any cloud created by the Use Requirement or this
Agreement.

7. All notices under this Agreement shall be in writing and shall be served by (a)
personal service or receipted courier service, (b) by registered or certified first class mail, return
receipt requested, or (¢) nationally-recognized overnight delivery service, addressed to PHA or
Lessee, as appropriate, at the addresses for such parties set forth in the initial paragraph of this
Agreement and with a courtesy copy provided to HUD at 600 Harrison Street, Third Floor, San
Francisco, CA, 94107. Any notice or other communication sent pursuant to clause (a) hereof
shall be deemed received upon such personal service, if sent pursuant to clause (b) shall be
deemed received five (5) days following deposit in the mail and/or if sent pursuant to clause (c)
shall be deemed received the next succeeding business day following deposit with such
nationally recognized overnight delivery service. Either party may change its address by notice
given in accordance with this Section 7.

8. The invalidity of any clause, part or provision of this Agreement shall not affect
the validity of the remaining portions thereof.

9. This Agreement may be executed in any number of original counterparts, all of
which evidence only one agreement, and only one of which need be produced for any purpose.

10.  The terms and provisions of this Agreement shall be construed and enforced in
accordance with the laws of the State of California.

11.  Lessee shall reimburse PHA for all reasonable attorneys’ fees and expenses
reasonably incurred by PHA in connection with the enforcement of PHA’s rights under this
Agreement, including, but not limited to, all such fees and expenses for trial, appellate
proceedings, out-of-court workouts, mediation, and settlements and for enforcement of rights
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under any state or federal statute, including, but not limited to, all such fees and costs relating to
bankruptcy and insolvency proceedings such as in connection with seeking relief from stay in a
bankruptcy proceeding or negotiating and documenting any amendment or modification of this

Agreement.

12.  Notwithstanding anything to the contrary set forth in Section 5 above, in no event
shall the Holder or any other purchaser at foreclosure have any liability for sums due and payable
under this Agreement prior to its acquisition of title to the Disposition Property.

13.  Notwithstanding anything to the contrary set forth in this Agreement, this

Agreement shall extend to and be binding upon Holder only in the event and after Holder
acquires ownership of the Disposition Property.

[This space intentionally left blank.]
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IN WITNESS WHEREOF, by their duly authorized signatures below, the Parties hereto enter into this Agreement as
of the date first above written.

PHA:

HOUSING AUTHORITY OF THE CITY OF SACRAMENTO, a public body corporate and politic

By:
La Shelle Dozier, Executive Director
STATE OF CALIFORNIA )
COUNTYOF )
On , 2013 before me, , Notary Public, personally
appeared , who proved to me on the basis of satisfactory

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

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

WITNESS my hand and official seal.

Signature (Seal)

LESSEE:
WASHINGTON PLAZA HOUSING ASSOCIATES, L.P.,
a California limited partnership

By: Winfield Hill, Inc., a California public nonprofit public benefit corporation its managing member
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By:
Name:
Its:

By: Sacramento Housing Authority Repositioning Program, Inc.
a California nonprofit public benefit corporation
a member

By:

James Shields, President

STATE OF CALIFORNIA }

COUNTY OF )

On , 2013, before me, , Notary Public, personally
appeared , who proved to me on the basis of satisfactory

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

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

WITNESS my hand and official seal.

Signature (Seal)

STATE OF CALIFORNIA )

COUNTY OF )

On , 2013, before me, , Notary Public, personally
appeared , who proved to me on the basis of satisfactory

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

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

WITNESS my hand and official seal.

Signature _(Seal)
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EXHIBIT A
LEGAL DESCRIPTION OF DISPOSITION PROPERTY

The land referred to in this Report is situated in the County of Sacramento, City of Sacramento, State of California,

and is described as follows:

APN:
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EXHIBIT B
APPROVAL LETTER
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Exhibit 7: Escrow Instructions

JOINT ESCROW INSTRUCTIONS
FOR AGENCY LOAN

“Effective Date” | |

Agency and Borrower execute these Escrow Instructions as of the Effective Date. This document, including
attachments and any amendments and additions, shall constitute the joint escrow instructions of Agency and Borrower
for the Agency loan secured by the Property.

ARTICLE L. GENERAL TERMS.

24, GENERAL. These Escrow Instructions, in addition to items listed below includes Article IT General Provisions,
which is attached to and incorporated in this Regulatory Agreement by this reference.

25. DEFINITIONS. The capitalized terms in these Escrow Instructions shall have the meanings assigned in Article I
General Terms and as defined in Article Il Instructions. (Terms being defined are indicated by quotation marks.)

“Title
Company” Address:
“Escrow” with Escrow Attention:
Title Company Number:
“Agency”
Address: | 801 - 12" Street, Sacramento, CA 95814
Attention:
“Borrower”
Address:
Attention;
“Closing Date”
“Property” Address: | | APN: |
Description of
the transaction
“Recorded Documents”- The | Documents; Marked for return to:
following documents are tobe | 1. 1.

recorded in the order listed
{top being first in priority).

Copies of the Recorded

documents are attached.

“Agency Items” Promissory Note for subject loan
Loan Agreement for the subject loan

“Borrower Jtems”

“Special Provisions™:
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“Agency Title Policy” in the Documents: Coverage amount:

form of an ALTA Agency’s

Policy insuring that the

following are valid liens Regulatory Agreement and Trust Deed In the amount of the lean secured
against the property: ¢___ >

The title policies shall be Items 1-17 of Title Company’s Preliminary Dated:

subject only to the following | Report for the Escrow -

“Conditions of Title”: Number:

THE PARTIES HAVE EXECUTED THESE ESCROW INSTRUCTIONS in Sacramento, California as of the date first written
above.

BORROWER: AGENCY:
By: By:
Name: Name:
Title: Title:
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ARTICLE I1. INSTRUCTIONS

15. CLOSING DATE. Escrow shall close on or before the Closing Date as it may be changed from time to time by
written agreement of Borrower and Agency.

16. CONDITIONS TO CLOSE OF ESCROW. “Close of Escrow” means the fulfillment of the Escrow terms and
conclusion of the Escrow, including, without limitation, the execution of unexecuted documents, the recordation of
documents specified for recording, the issuance of title insurance policies, the payment of fees and the delivery of
funds and documents as directed in the escrow instructions for the Escrow. The Close of Escrow shall occur on the
Closing Date The fotlowing are conditions to the Close of Escrow:

16.1.1. The conditions precedent to performance stated in the Recorded Documents are satisfied as of the
Closing Date.

16.1.2. Simultaneously with the Close of Escrow, Title Company shall issue the Agency Title Insurance to
Agency (at Borrower’s cost) in the amount stated. The Agency Title Insurance shall include all usual and customary
endorsements and any endorsements and other commitments as Agency may reasonably require. The Agency Title
Insurance shall show the Recorded Documents marked for return to Agency as valid liens against the Property in
favor of the Agency, subject only to the Conditions of Title, and securing, as applicable, Borrower’s performance of
it obligations and repayment of Agency Funding.

16.1.3. Prior to the Closing Date, the parties shall duly execute (in Escrow or prior to deposit in Escrow)
each such document and shall execute those to be recorded in a manner suitable for recording.

16.1.4. On or before the Closing Date, Agency shall also deposit with Title Company the Borrower Items
and any Loan Amount then to be disbursed under this Agreement, but not less than closing costs, fees and charges
required for Close of Escrow.

16.1.5. On or before the Close of Escrow, Borrower shall also deposit with Title Company the Agency
Items and Borrower’s share of closing costs and fees.

16.1.6. Title Company is satisfied that all required funds have been deposited in Title Company’s account
for the Escrow, have cleared the originating bank and are available for transfer by Title Company’s check or wire
transfer to the appropriate party.

16.2. TRUST DEED FORM, If no exhibit setting out the form of the Trust Deed form is attached, the Title
Company shall draw the Trust Deed on the Title Company’s Long Form Deed of Trust. Title Company shall assure
that the Trust Deed includes a standard clause giving Agency the option to accelerate the Loan upon the sale,
conveyance, transfer or further encumbrance of the Property, whether voluntary or involuntary. Title Company
shall also affix the following provision to the Trust Deed and incorporate it in the Trust Deed by reference:

“The Loan Agreement requires the filing of the “Covenants, Conditions and Restrictions Running
with the Land contemporaneously recorded against the Property. If Borrower does not comply with
the requirements of such covenants and fails to come into compliance with such covenants within
thirty (30) days after Agency’s written notice to Borrower of such failure, the principal balance of the
Loan shail, at Agency’s option, be immediately due and payable, together with all unpaid interest at
the stated rate from the date of the advancement of the Loan's proceeds.”

16.3. UrON CLOSE OF ESCROW. The Close of Escrow shall take place on the Closing Date. On the Closing
Date, Title Company shall complete the Close of Escrow as follows and in the following order (unless otherwise
stated, all recorded documents are recorded with the Sacramento County Recorder):

16.3.1. Assure fulfillment of the Special Provisions;

16.3.2. Assure all documents are complete and affix legal descriptions of the Property as necessary to
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complete them;
16.3.3. Obtain full execution of all unexecuted documents;
16.3.4. Date all undated documents as of the Closing Date;
16.3.5. Record the Recorded Documents in the priority listed;

16.3.6. Determine all closing costs and fees; including without limitation, all charges, fees, taxes and title
insurance premiums payable under this Agreement on Close of Escrow and any other fees and charges approved for
payment from Escrow by both parties and deduct such fees from the Loan proceeds deposited by Agency in Escrow;

16.3.7. Deliver the Agency Items to Agency and the Borrower Items to Borrower; and

16.3.8. Prepare and deliver to Borrower and Agency, respectively, one signed original of all documents
included for delivery to either party and not delivered for recording, one signed original of Title Company's closing
statement showing all receipts and disbursements of the Escrow, and one conformed copy of each of the recorded
documents.

16.4. INABILITY TO CLOSE. If Title Company is unable to simultaneously perform all of the preceding
instructions, Title Company shall notify Borrower and Agency, and upon each of their directions return to each party
all documents, items and funds deposited in Escrow by such party (less fees and expenses incurred by the respective
party) and bill the respective parties for any unpaid fees and expenses incurred in Escrow. If Escrow fails to close
on the Closing Date because Borrower has not complied with Borrower's obligations under this Loan Agreement,
then Borrower shall pay the costs incurred through Escrow to the date the Escrow is terminated, including the cost
of any preliminary title report and any cancellation fees or other costs of this Escrow. If Escrow fails to close on or
before the Closing Date because Agency has not complied with Agency's obligations under this Loan Agreement,
such costs shall be paid by Agency. If Escrow fails to close on or before the Closing Date for any other reason, such
costs shall be divided equally between the parties.

COMMISSIONS. Agency is not responsible, by this Loan Agreement or otherwise, to pay commissions in relation to

this transaction.
Frrrrrry
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ACCEPTANCE OF ESCROW INSTRUCTIONS

Your acceptance of this escrow shall create a contractual obligation by you with Agency and Borrower for
complete compliance with these instructions. Agency and Borrower reserve the right to jointly revoke this escrow at
any time upon their payment to you of your fees and reimbursement to you of your expenses in accordance with the
terms of these escrow instructions. Your obligations as Escrow Holder under these escrow instructions shall be
subject to the following provisions:

You are not responsible as to the sufficiency or correctness as to form, manner of execution, or validity of
any instrument deposited in this escrow nor as to the authority or rights of any person executing such instrument.
Except as otherwise provided in these escrow instructions, your dutics as Escrow Holder are limited to the proper
handling of monies and the proper safekeeping of instruments and other items received by you as Escrow Holder,
and for the performance of your obligations as specifically provided under these escrow instructions. You are
responsible for the sufficiency of any instruments or documents prepared by you for this escrow.

Borrower agrees to indemnify and hold you harmless from damages incurred as a result of your good faith
and diligent performance of your duties under these escrow instructions.

Upon your acceptance of these escrow instructions return the executed counterparts of these escrow
instructions to Agency and Borrower, respectively.

Escrow Holder acknowledges receipt of the foregoing escrow instructions and agrees to act as Escrow Holder and to

comply with the terms and conditions of said escrow instructions.

Dated:

TITLE COMPANY

By:
Name:

Title:

Its authorized agent and signatory
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Exhibit 8: Federal Requirements

Other Federal Requirements

HOME AGREEMENT
EXHIBIT LIST

Exhibit 1 - HOME Regulations: 24 U.S.C.F.R. 92 ef seq.

Exhibit 2 — OMB Circular A-110; Grants and Agreements with Institutions of Higher Education, Hospitals and
Other Nonprofit Organizations [applies only to Subrecipients who are not a state or local government or a public

Agency}

Exhibit 3 — OMB Circular A-122; Cost Principles for Nonprofit Organizations [applies only to Subrecipients who
are not a state or local government, a public Agency or an educational institution]

Exhibit 4 — OMB Circular A-133; Audits of States, Local Governments, and Non-Profit Organizations fapplies only
fo Recipients who gre a state or local government, a public Agency or an educational institution]

Exhibit 5 — Requirements for nonprofit sugrantees; 24 U.S.CF.R. 84
Exhibit 6 — New Restrictions on Lobbying; 24 U.S.C.F.R. 87
Exhibit 7 — Executive Order 11246

Exhibit 8 -- Executive Order 12432

Exhibit 9 — Executive Order 11625

Exhibit 10 — Executive Order 12138
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NO FEE DOCUMENT:
Entitled to free recording
per Government Code §6301 & 27383.

When recorded, return to:

SACRAMENTO HOUSING AND REDEVELOPMENT AGENCY
801 12th Street

Sacramento, CA 95814

DISPOSITION AND DEVELOPMENT AGREEMENT

WASHINGTON PLAZA APARTMENTS
1318 E STREET SACRAMENTO, CALIFORNIA

SACRAMENTO HOUSING AND REDEVELOPMENT AGENCY
THE HOUSING AUTHORITY OF THE CITY OF SACRAMENTO
AND
WASHINGTON PLAZA HOUSING ASSOCIATES, LP

December , 2013
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DISPOSITION AND DEVELOPMENT AGREEMENT

WASHINGTON PLAZA APARTMENTS
1318 E Street Sacramento, California

THE SACRAMENTO HOUSING AND REDEVELOPMENT AGENCY AND THE HOUSING AUTHORITY OF
THE CITY OF SACRAMENTO {COLLECTIVELY “AGENCY”), and WASHINGTON PLAZA HOUSING
ASSOCIATES, LP (“Developer™) enter into this Disposition and Development Agreement, also
called DDA, as of December 1, 2013. For purposes of this Agreement, the capitalized terms
shall have the meanings assigned in Section 16.

RECITALS

A. Agency is the owner of real property consisting of land and improvements located at
1318 E Street Sacramento, California in the City of Sacramento, State of California, more
particularly described in the Property Description.

B. The primary purpose of this DDA is to acquire, rehabilitate, and preserve affordable
residential units. In order to accomplish such purpose, the DDA provides that the Agency will
transfer the Agency's interests in the Washington Plaza Apartments (the “Improvements™) and a
leasehold in the land on which it is situated of approximately .45 acres (the “Land”) and
improvements (collectively, the “Project”) to Developer upon the express condition that
Developer will rehabilitate and operate the Project for the uses described in and assured by this
DDA.

C. Developer desires to acquire and rehabilitate the Project, by leasing the Land and
purchasing the Improvements thereon and Agency desires to lease the land and sell the
improvements for acquisition and rehabilitation, on the terms and conditions in this DDA.

AGREEMENT

NOW THEREFORE, the parties acknowledge that the foregoing Recitals are true and correct, and
based upon such Recitals and in consideration of the following mutual covenants, obligations
and agreements and for other good and valuable consideration, the receipt and adequacy of
which are acknowledged, the parties agree as follows:

1. PERFORMANCE. The parties shall perform their obligations at the times and in the manner
specified in this DDA. The time for performance is stated in this DDA and in the Schedule of
Performances; provided, however that such times shall be extended for periods of Unavoidable
Delay.
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2. PROJECT DESCRIPTION. Agency is entering into this DDA and conveying the Project to
Developer solely for the purposes of acquiring and rehabilitating the Project. The Project shall
be the following:

Acquisition and rehabilitation of Washington Plaza Apartments, a 76-unit apartment building
located on a land parcel approximately 0.45 acres in size. Rehabilitation includes, but is not
limited to, life-safety and code compliance improvements; lighting, camera and security system
upgrades; energy efficiency improvements, and minor alteration and expansion of
management/community space.

3. GROUND LEASE AND PURCHASE AND SALE OF IMPROVEMENTS.

3.1. THE IMPROVEMENTS. Agency agrees to sell and Developer agrees to purchase the
Improvements subject to the terms and conditions in this DDA. This DDA, if executed by
Developer only, constitutes Developer’s offer to purchase the Property on the terms and
conditions contained in this DDA and subject to the covenants, conditions and restrictions
contained in the HUD Agreement to be executed by the Agency and Developer and recorded on
the Property upon conveyance of the Property to Developer.

3.1.1. PURCHASE PRICE. The Purchase Price for the Improvements shall be Five Million
Four Hundred Fifty-eight Thousand Dollars ($5,458,000) and shall be payable as pursuant to the
seller carryback loan as described in Section 4, below.

3.1.2. Escrow. Developer and Agency have opened, or within ten (10) days after the
Effective Date, shall open, the Escrow account subject to the provisions of the Escrow
Instructions. Agency and Developer shall execute and deliver the Escrow Instructions to Title
Company within ten (10) days after the Effective Date.

3.2. GROUND LEASE. The Agency and Developer agree to enter into a ground lease for the
purpose of leasing the land for Three Hundred Ninety Two Thousand Dollars ($392,000) in
conjunction with the Project as defined in this DDA and the subject to the terms and conditions
in the Ground Lease (attached hercto and incorporated hercin as Exhibit 7: the Ground Leasc)

3.3. CONDITIONS TO AGENCY'S PERFORMANCE. Agency's obligation to perform under this
DDA is subject to all of the following conditions:

3.3.1. Developer has performed all of the obligations that it is required to perform
pursuant to this DDA, including without limitation, obtaining all required approvals of the Plans;
obtaining building permits sufficient to commence Project construction; providing all required
budgets, reports and evidence of funding and insurance; and providing required construction
contracts.

3.3.2. The closing conditions as defined in the Escrow Instructions are fulfilled as of
Close of Escrow.

3.3.3. Developer’s representations and warranties in this DDA are true and correct as of
the date of this DDA and as of the Close of Escrow.
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3.3.4. The DDA is in full force and effect, no default on the part of Developer having
occurred under the DDA, and no event having occurred, which, with the giving of notice or the
passage of time, will constitute default by Developer under the DDA.

3.4. CONDITIONS TO DEVELOPER'S PERFORMANCE. Developer's obligation to perform
under this DDA 1is subject to satisfaction of all of the following conditions:

3.4.1. Agency has performed all of the obligations that it is required to perform pursuant
to this DDA.

3.4.2. The closing conditions as defined in the Escrow Instructions are fulfilled as of
Close of Escrow.

3.4.3. Agency’s representations and warranties in this DDA are true and correct as of the
date of this DDA and as of the Close of Escrow.

3.4.4. The DDA is in full force and effect, no default on the part of Agency having
occurred under the DDA, and no event having occurred, which, with the giving of notice or the
passage of time, will constitute default by Agency under the DDA.

3.5. GENERAL COVENANTS AND REPRESENTATIONS AND WARRANTIES. The parties make
the following covenants, representations and warrantics regarding the Project.

3.5.1. AGENCY'S REPRESENTATIONS AND WARRANTIES. Agency represents and
warrants to Developer that as of the date of this DDA and as of the Close of Escrow, the date for
which is sct forth on the Schedule of Performances, to the knowledge of Agency’s legal
department, its Executive Director, and its staff with responsibility for development of the
Property:

a) Agency has received no notice, warning, notice of violation, administrative
complaint, judicial complaint, or other formal or informal notice alleging that conditions on the
Property are in violation of any applicable laws regarding Hazardous Substances, or informing
Agency that the Project is subject to investigation or inquiry regarding Hazardous Substances.

b) Developer has caused a Phase I environmental study to be performed for Project
and Developer by Treadwell & Rollo, dated May 24, 2013. To the extent, if any, that Developer
relies on the study, Developer does so at Developer’s own risk.

¢) To the best of Agency's knowledge, there is no pending or threatened litigation,
administrative proceeding, or other legal or governmental action with respect to the Project or
with respect to Agency that would affect the Project.

d) This DDA and all other documents delivered for the Close of Escrow have been

duly authorized, executed, and delivered by Agency; are binding obligations of Agency; and do
not violate the provisions of any agreements to which Agency is a party.
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3.5.2. AGENCY'S COVENANTS. Commencing with the full execution of this DDA by both
parties and until the Close of Escrow:

a) Agency shall promptly notify Developer of any facts that would cause any of the
representations contained in this DDA to be untrue as of the Close of Escrow.

b) Agency shall not permit any liens, encumbrances, or easements to be placed on the
Property, other than the approved exceptions named as acceptable in the Escrow Instructions or
as identified and approved in this DDA.

¢) Agency shall not, without Developer’s written consent, enter into any agreement
regarding the sale, rental, management, repair, improvement, or any other matter affecting the
Property that would be binding on Developer or the Project after the Close of Escrow without the
prior written consent of Developer, except as otherwise agreed in this DDA.

d) Agency shall not permit any act of waste or act that would tend to diminish the
value of the Project for any reason, other than ordinary wear and tear.

Agency shall convey the Project to Developer pursuant to the terms and conditions contained in
this DDA.

3.5.3. DEVELOPER’S REPRESENTATIONS AND WARRANTIES. Developer, for itself and its
principals, represents and warrants to Agency that as of the date of this DDA and as of the Close
of Escrow:

a) Developer has reviewed the condition of the Project, including without limitation,
the physical condition of the Project and issues regarding land use and development of the
Project, and if Developer closes Escrow for the acquisition of the Project, Developer shall be
deemed to be satisfied that the Project is suitable in all respects for its intended development and
uses.

b) Developer’s agreement to close the Escrow for the acquisttion of the Project serves
as Developer’s representation that Developer has obtained all additional information regarding
the Project that Developer considers necessary for its due diligence in acquiring the Project.

¢) To the best of Developer’s knowledge, there is no pending or threatened litigation,
administrative proceeding or other legal or governmental action with respect to Developer which
would affect its ability to fulfill its obligations under this DDA and acquire the Project or which
may constitute a lien against Developer’s equity or Developer’s interests in the Project, now or in
the future.

d) Any information that Developer has delivered to Agency, either directly or through

Developer’s agents, is, to the best of Developer’s knowledge, accurate, and Developer has
disclosed all material facts concerning the operation, development, or condition of the Project.
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€) Developer has the financial capacity, the equity and the financing necessary to
fulfill its obligations under this DDA and acquire the Project. Developer represents that any
equity and funding commitments represented by Developer to Agency as available to the Project
are unencumbered and that Developer has not represented to any other party that it will use such
funds for any purpose other than the Project (and covenants that it will not use them for any other
purpose) without prior written Agency consent.

) This DDA and all other documents delivered for the Close of Escrow have been
duly authorized, executed, and delivered by Developer; are binding obligations of Developer;
and do not violate the provisions of any agreements to which Developer is a party.

3.5.4. DEVELOPER’S COVENANTS. Commencing with the full execution of this DDA by
both parties and until the Close of Escrow:

a) Developer covenants by and for itself and assigns, and all persons claiming under
or through it, that it shall not discriminate on the basis of based on race, color, national origin,
religion, sexual orientation or gender identity, gender, language proficiency, familial status, age
(except that a minimum age qualification is acceptable to maintain this property’s status as
“senior housing™) or disability in the sale, lease, or rental or in the use or occupancy of the
Property. Owner covenants by and for him/her/itself, his/her/its heirs, executors, administrators,
and assigns, and all persons claiming under or through them that there shall be no discrimination
against or segregation with reference to the selection, location, number, use or occupancy of
tenants, lessees, subtenants, sublessees, or vendees in the Property.

b) Developer shall promptly notify Agency of any facts that would cause any of the
representations contained in this DDA to be untrue as of the Close of Escrow.

¢) Developer shall not cause any liens, encumbrances, or easements to be placed on
the Project prior to Close of Escrow, except as otherwise permitted by this DDA or approved in
writing by Agency.

d) Developer shall not cause any act of waste or act that would tend to diminish the
value of the Project for any reason, except that caused by ordinary wear and tear.

e} Developer shall complete the development of the Project at Developer’s cost and
without requesting or receiving additional Agency or City contributions to the Project other than
as provided in this DDA.

f) Developer shall comply with all provisions of the HUD Use Agreement, and cause
any subsequent purchaser of the property to so comply.

3.5.5. CLOSE OF EsCROW. The Escrow shall not close, and the Project shall not be
conveyed to Developer unless the preceding conditions have been satisfied together with all
other conditions stated in the Escrow Instructions for Close of Escrow. The Escrow shall close
on or about the date shown on the Schedule of Performances.
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3.6. DAMAGE, DESTRUCTION AND CONDEMNATION BEFORE CLOSE OF ESCROW. If; prior to the
Close of Escrow: (a) damage occurs to any portion of the Project by earthquake, mudslide, fire,
release of or exposure to any Hazardous Substances, or any other casualty (other than any
damage caused by Developer or its employees, agents, Contractor or subcontractors) resulting in
repairs or remediation costs that will exceed twenty percent (20%) of the Purchase Price; or (b)
any portion of the Project is taken by eminent domain or otherwise, or is the subject of a
threatened or pending taking action resulting in a twenty percent (20%) or more decrease in the
after-taking value of the Project, Agency shall notify Developer in writing of the damage,
destruction or condemnation. Developer may, within fifteen (15) days after such notice, elect to
terminate this DDA by written notice to Agency.

3.6.1. If this DDA is to continue in full force and effect after any such damage or
destruction, Agency shall do one of the following:

a) Agency shall pay or assign to Developer any amount due from or paid by any
insurance company or any other party as a result of the damage; and the amount of any
deductible under Agency's insurance policy; or

b) Agency shall pay to Developer through credit in Escrow against the cash portion of
the Purchase Price for the cost of repairing or correcting such damage not covered by insurance,
provided, however, that the amount of any payment of such credit against the Purchase Price
pursuant to this clause shall not exceed thirty percent (30%) of the Purchase Price. If this DDA
is to continue in full force and effect after such condemnation action, Agency shall pay any
amounts received on account of, and assign to Developer all of Agency’s rights regarding, any
awards for such taking.

3.6.2. COMMISSIONS. Agency is not responsible, by this DDA or otherwise, to pay
commissions on this transaction or any related transaction.

4. AGENCY FUNDING. The Agency shall provide funding for the Project as follows:

a seller carryback loan for the improvements and payment of capitalized rent pursuant to the
ground lease, and permanent financing in the form of a combined HOME and CDBG loan. All
terms and conditions specifically related to the seller carryback loan and the permanent loan are
in their respective loan agreements, including without limitation, the source and use of funds.
The rent shall be financed pursuant to the terms and conditions of the Ground Lease. As to this
Agency Funding, the order of repayment priority shall be the seller carryback loan for the
Improvements first; the ground lease rent, second; and, the permanent financing, third.

5. PREPARATION AND APPROVAL OF PLANS AND RELATED DOCUMENTS. The Agency shall
have the right, but not the obligation, to review Plans to assure their conformity with the
provisions of this DDA. Based upon such review the Agency shall have the right to approve or
reject the Plans for reasonabie cause.

5.1. EXTENT AND CHARACTER OF PLAN REVIEW. Agency's right of review includes,

without limitation, the right to review architectural and engineering plans and specifications, off-
site plans and specifications, and landscaping designs and specifications. Agency's approval of
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Plans is neither a representation of nor an assurance of their adequacy or correctness. Agency
has reserved approval rights solely (a) to assure that the Plans further the objectives of the
Project; (b) to assure that the Final Plans conform to the Plans; and (c) to assure that Agency’s
purposes are fulfilled and any Agency funds which may be obligated under this DDA are used as
intended by the Agency. This DDA is a financing document and not a land use or planning
document. Approval of the Project and Plans under this DDA is only an approval by Agency of
the Project design “concept”as presented in this DDA. Such approval by Agency is not and
shall not be considered an approval of land use entitlements, structural design of the Project, or
the aesthetic design of the Project. Developer shall comply with all applicable land use, planning
and design laws, rules and regulations of each governmental agency acting in proper exercise of
its respective jurisdiction, including without limitation, departments, staff, boards and
commissions of the City.

5.2. CONCURRENT REVIEW. Agency agrees that its review of the Final Plans shall occur
before or concurrently with City’s review of such plans, so as not to delay the commencement
and progress of Project development.

5.3. PLANS. Developer has provided Agency with Plans, and the Agency has approved the
Plans concurrently with this DDA. The Agency has been induced to undertake its obligations
under this DDA by Developer's promise to develop the Project in accordance with the Plans, the
Scope of Development and the provisions of this DDA.

5.4. PREPARATION OF FINAL PLANS AND RELATED DOCUMENTS. Developer has prepared
the Final Plans that shall include all construction plans, drawings, specifications and other
documents necessary to obtain all required building permits for the construction of the Project.
Developer has submitted the Final Plans to the Agency for Agency's review. The Final Plans
shall conform in all material respects to this DDA, including without limitation, Plans and the
Scope of Development. To the extent that the DDA has insufficient detail or is unclear, the DDA
shall be deemed to provide that the Project shall contain high-quality materials, and shall
conform to all applicable laws, regulations, zoning, design and usage guidelines. The Final Plans
included all changes or corrections approved as provided in this DDA. The Final Plans
incorporated all related mitigation measures required, if any there are, for compliance with
approvals under CEQA and or NEPA and any conditions of City approval of the project, unless
otherwise fulfilled. Developer agrees that it is complying with the requirements of the City of
Sacramento Design Review/Preservation Board to the extent of its jurisdiction.

5.5. DELIVERY. Developer has delivered the Final Plans or changes to the Final Plans for
Agency review.

5.6. GOVERNMENTAL CHANGES. If any revisions or corrections of the Final Plans shall be
required by any government official, agency, department or bureau in exercise of its proper
jurisdiction, the Developer shall inform the Agency. Developer shall incorporate the change and
it shall be deemed approved by Agency.

5.7. APPROVAL OF SUBSTANTIAL CHANGES TO FINAL PLANS. If the Developer desires to
make any substantial changes in the Final Plans, Developer shall submit such proposed changes,
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in writing, to the Agency for its approval. The Agency shall approve or disapprove the proposed
change as soon as practicable. The Final Plans shall be construed to include any changes
approved in the same manner as for approval of the original Final Plans under this section. The
Final Plans shall be construed to include any such changes. Nothing in this Section shall be
construed to relieve Developer of its obligations under all applicable laws regarding such
changes.

5.7.1. SUBSTANTIAL CHANGE. A substantial change in the Final Plans shall include,
without limitation, the following changes, excluding those items generally considered to be
tenant improvements:

a) Material changes in the layout, elevation design, functional utility or square
footage.

b) Material changes in use of exterior finishing materials substantially affecting
architectural appearance or functional use and operation.

¢) Any change that reduces the effectiveness of any mitigation measure required for
CEQA approval of the Project.

d) Material changes in site development items for the Property that are specified in
the Final Plans.

€} Material changes in quality of project or landscaping materials.
f) Any change in public amenities specified in the Final Plans.

g) Any changes requiring approval of, or any change required by, any city, county or
state board, body, commission or officer.

h) Any change that would preclude or materially reduce the ability to use the Project
as intended by this DDA.

5.7.2. MISREPRESENTATION. If the Agency’s approval of the Final Plans is reasonably
based upon a material misrepresentation to Agency by Developer or by anyone on Developer’s
behalf, the Agency may, within a reasonable time after discovery of the misrepresentation, take
any action permitted by law with regard to any such misrepresentation, notwithstanding
Agency’s prior approval, including without limitation, rescission of the approval or such other
equitable remedies as may then be appropriate to such rescission.

6. DEVELOPMENT PROVISIONS. As stated in detail in this Section 6, Developer shall
construct and manage the Project according to the requirements established in this DDA, which
includes, without limitation, the Scope of Development, the Schedule of Performances and the
Plans. Developer shall promptly begin, diligently prosecute and timely complete the construction
of the Project. In interpreting the provisions of this DDA, the provisions that specifically enforce
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the Redevelopment Plan and the applicable provisions of the California Redevelopment Law
(commencing at Health and Safety Code Section 33000) shall control.

6.1. NOTICE TO PROCEED. Developer shall not enter the Property or begin work on the
Project until the Agency has issued to Developer a written notice to proceed with the work.
Agency will issue a notice to proceed after, City's issuance of a building permit for substantially
more than the Project foundations, Developer's compliance with all governmental requirements
for start of construction, Developer 's provision of required policies of insurance, and
Developer's provision of proof of construction financing in an amount adequate to begin the
Project work.

6.2. CONSTRUCTION CONTRACTS. Developer shall submit to Agency the construction
contract or contracts for the Project. Agency's review of the construction contract shall be only
for determining its compliance with this DDA. If the cost of construction of the Project or any
part of the Project exceeds the costs projected by Developer, Developer shall, nevertheless, bear
the responsibility to complete, at Developer's cost, the construction of the Project in accordance
with this DDA. If the property is revested in the Agency pursuant to Section 12.1, Developer
shall assign all rights under the construction contracts to Agency.

6.3. GOVERNMENTAL REVIEW PROCESS. Notwithstanding any other provision of this DDA,
Developer is subject to all building, planning, design and other plan review requirements that are
otherwise applicable to the project, including without limitation those of the City of Sacramento.

Conditions to the project imposed by the City shall be considered obligations of the Developer
under this DDA. If a dispute with City staff arises regarding such City conditions, Developer
shall accept the decision of the City’s Planning Commission interpreting, imposing and
enforcing such City conditions, subject to any applicable appeals process of the Planning
Commission.

6.4. ART IN PUBLIC PLACES EXEMPTION. The Project improves and preserves the stock of
affordable housing in the community. Imposition of the Art in Public Places Program would
increase the cost of the Project substantially and reduce cither the number of affordable units
available in the Project or the affordability of those units. Therefore, the Aesthetic Improvement
Policy requirements are not applicable.

6.5. SUBSTANTIAL CHANGES. Developer covenants and agrees that Developer shall not
make or permit to be made any construction of the Project which incorporates a substantial
change in the Final Plans, as described in Section 5.7, without Agency approval of such changes
as provided in Section 5.7.

6.6. LOCAL, STATE AND FEDERAL LAWS. The Developer shall assure that the construction
of the Project is carried out in conformity with all applicable laws and regulations, including all
applicable federal and state labor standards. Before commencement of construction or
development of any buildings, structures or other work of improvement upon the Property,
Developer shall at its own expense secure any and all certifications and permits which may be
required by any governmental agency having jurisdiction over such construction, development or
work. Agency shall cooperate in securing certifications and permits which require consent of the
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owner of the property. Developer shall permit only persons or entities which are duly licensed in
the State of California, County of Sacramento and City of Sacramento, as applicable, to perform
work on or for the Project.

6.7. PREVAILING WAGES. Developer agrees to comply with the provisions of Section 1720 et
seq. of the California Labor Code in the award of public works contracts and subcontracts
involving the expenditure of funds provided in this DDA, and to insure that its contractor and
subcontractors meet the requirements of those enactments. Specifically, the Developer shall be
ultimately responsible for collecting certified payrolls and will include the requirements for labor
compliance in its contract with the General Contractor as to California prevailing wages.

The Funds provided in Section 4, above, are federal funds and require that Davis-Bacon
prevailing wages are also to be paid on this Project. Developer shall inform the Contractor and
shall require the Contractor to inform all subcontractors and materialmen furnishing goods or
services to the Project of Agency’s determination of the applicability of Davis —Bacon prevailing
wage requirements.

The Contractor and all Subcontractors shall pay higher of state prevailing wage or Davis Bacon
prevailing wages as determined for each trade. Developer and General Contractor have made
their own independent determinations of the applicability of prevailing wage laws and have
independently implemented such determinations. Developer indemnifies, holds harmless and
defends the Lender from all additional wages, benefits, fecs, penalties, fines, legal fees, court
costs, arbitration costs, and other costs arising from the improper application of these prevailing
wage laws to the Project by Developer or General Contractor or both of them

6.8. PUBLIC SAFETY PROTECTIONS. Developer shall assure that all necessary steps are taken
(including the erection of fences, barricades and warning devices) to protect private contractors
and their employees and the public from the risk of injury arising out of the condition of the
Property or Developer's activities in connection with the Project, including without limitation,
fire, or the failure, collapse or deterioration of any improvements or buildings.

6.9. NO DISCRIMINATION DURING CONSTRUCTION. Developer for itself, the general
contractor and their respective successors and assigns, agrees that the following provisions shall
apply to, and be contained in all contracts and sub-contracts for the construction of the Project.

6.9.1. EMPLOYMENT. Developer shall not discriminate against any employee or
applicant for employment because of sex, race, color, religion, ancestry, national origin,
disability, medical condition, marital status, sexual orientation or gender identity. The Developer
will take affirmative action to ensure that applicants are employed, and that employees are
treated during employment, without regard to their sex, race, color, religion, ancestry, national
origin, language proficiency, age, disability, medical condition, marital status, or sexual
orientation or gender identity. Such action shall include, but not limited to, the following:
employment, upgrading, demotion or transfer; recruitment or recruitment advertising; layoff or
termination; rates of pay or other forms of compensation; and selection for training, including
apprenticeship. Developer agrees to post in conspicuous places, available to employees and
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applicants for employment, notices to be provided by the Agency setting forth the provisions of
this nondiscrimination clause.

6.9.2. ADVERTISING. Developer or its Contractor will, in all solicitations or
advertisements for employees placed by or on behalf of the Developer, state that all qualified
applicants will receive consideration for employment without regard to race, color, religion,
creed, sex, marital status, national origin, ancestry, familial status, or disability.

6.9.3. MONITORING PROVISIONS. Developer, Contractor and subcontractors shall
comply with the requirements of the Agency for monitoring the anti-discrimination and all
applicable labor requirements.

6.10. PuBLIC IMPROVEMENTS. Developer shall, at Developer's expense, undertake and
complete any modification, construction, relocation or improvement of public facilities,
improvements and utilities for the development of the Property.

6.11. AGENCY ACCESS TO THE PROPERTY. Developer shall permit Agency representatives
access, without charge, to the entire Property at any time and for any purpose which Agency
reasonably considers necessary to carry out its obligations and protect its interests under the
DDA. Purposes for Agency entry may include, without limitation, inspection of all work being
performed in connection with the construction of the Project.

6.11.1. INSPECTION. Agency may, at any time and without notice to Developer, enter on
the Property and inspect the Project; and, during regular business hours, examine the books,
records, accounting data, plans, shop drawings, specifications, and other documents of Developer
pertaining to the Project and to make extracts or copies. Developer shall make all such
documents available to Agency promptly on demand. Developer agrees to cooperate fully (and
to cause the General Contractor to cooperate fully) with the Agency and its Lender's designated
agent and to permit all appropriate access to the Property and to all relevant books and records.
Developer shall bear the cost of reasonable inspections, except that Agency shall bear its costs of
inspection. If however, Lender’s inspection discovers issues of a nature that require further third-
party review or investigation, Developer shall bear the costs of such third party review.

6.12. PROJECT SIGN. If Developer places a sign on the Project during construction stating
the names of the Project participants, it shall also name “Sacramento Housing and
Redevelopment Agency” as a participant in the Project. The Agency name on the sign shall be
in letters not less than the size of letters used to name any of the other participants.

6.13. CERTIFICATE OF COMPLETION. After the Agency has determined that Developer has
completed the construction of the Project in accordance with the Final Plans and Developer's
obligations under this DDA, the Agency will furnish the Developer with the Certificate of
Completion certifying such completion. The Agency’s issuance of the Certificate of Completion
shall be a conclusive determination of satisfaction and termination of the agreements and
covenants in the DDA with respect to the obligations of the Developer to rehabilitate the Project
as of the Completion Date specified in the Schedule of Performances, subject to any
qualifications or limitations stated in such certification. Agency shall prepare and execute the
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Certificate of Completion in a form suitable for recording in the Official Records of Sacramento
County.

6.13.1. The Certificate of Completion shall not constitute evidence of compliance with
any governmental requirements regarding the Project other than those of Agency or satisfaction
of any obligation of the Developer to any holder of a mortgage, or any insurer of a mortgage,
securing money loaned to finance all or any part of the Project. The Certificate of Completion
shall not constitute evidence of compliance with or satisfaction of any provision of this DDA that
is not related to construction of the Project.

6.13.2. If the Agency fails to provide a Certificate of Completion within fifteen (15) days
after written request by Developer, the Agency shall, within an additional fifteen (15) days after
a second written request by the Developer, provide the Developer with a written statement,
indicating in adequate detail in what respects the Developer has failed to complete the Project in
accordance with the provisions of the DDA, or is otherwise in default, and what measure or acts
it will be necessary, in the opinion of the Agency, for the Developer to take or perform in order
to obtain such certification.

6.14. REPORTS. During the period of construction, the Developer shall submit to the Agency
a written report of the progress of the work as and when reasonably requested by the Agency, but
not more often than once each month.

6.15. NOTIFICATION OF GENERAL CONTRACTORS, ARCHITECTS AND ENGINEERS.
Developer shall assure notification of the Project contractors, architects and engineers for the
Project of the requirements of this DDA, Developer shall include, where applicable, the
provisions of this DDA in construction contracts, subcontracts, materials and supplies contracts
and services and consulting contracts for the Project, and Developer shall undertake the
enforcement of such provisions.

6.16. PROPERTY IS TRANSFERRED IN ITS As-IS CONDITION. The Project is being transferred
in it as-is condition. Developer, at Developer's expense, shall conduct any investigation beyond
those provided by Agency under this DDA and which Developer may consider necessary to
determine the condition of the Property for the development of the Project. As between the
Agency and Developer, Developer shall be solely responsible for the adequacy of such
investigations. Except as provided in this DDA, if the condition of the Project is not in all
respects entirely suitable for the use or uses to which the Project will be put, it is the sole
responsibility and obligation of the Developer to take such reasonable actions as may be
necessary to place the condition of the Project in a condition which is entirely suitable for its
development in accordance with the construction plans and drawings approved by Agency.
Agency shall not be responsible for removing any surface or subsurface obstructions, or
structures of any kind on or under the Project.

6.17. ZONING. Agency exercises no authority with regard to zoning of the Project.
Developer shall assure that zoning of the Project at the time of development shall be such as to
permit the development and construction, use, operation and maintenance of the Project in
accordance with the provisions of this DDA.
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6.18. HAZARDOUS SUBSTANCES. Developer has obtained such Hazardous Substances
assessments as Developer deems reasonably necessary to assure the development of the Project
in accordance with all applicable laws, rules and regulations; provided, however that such
assessments are prepared by a qualified environmental specialist in accordance with nationally
recognized standards to determine the existence of and to quantify the extent of Hazardous
Substances on the Property. As between the Agency and Developer, Developer shall be solely
responsible. Developer is relying on these assessments, as adequate Hazardous Substances
investigations If Hazardous Substances are known to be present, based on these assessments,
Developer shall remediate or encapsulate such Hazardous Substances to the extent required by
any federal, state or local agency having jurisdiction regarding Hazardous Substances standards
or remediation and as may be necessary to avoid incurring liability or further liability under any
federal, State and local law or regulation. If Hazardous Substances are discovered after
conveyance of the project to Developer and have not been released after conveyance to
Developer and the cost to remediate such Hazardous Substances is reasonably estimated to
exceed Fifty Thousand Dollars ($50,000), Developer may elect to terminate this DDA, upon
reconveyance of the Property to Agency and return of all monies and properties delivered by
Agency to Developer pursuant to or in furtherance of this DDA.

6.19. DEVELOPER ACCESS TO PROPERTY. Prior to the conveyance of the Project by Agency
to Developer, the Agency shall permit representatives of Developer to have access, without
charge, to the Project, at all reasonable times for the purpose of obtaining data and making
various tests necessary to carry out Developer's obligations under the DDA; provided, however,
that Developer shall not enter the Property except (a) after execution by Developer and Agency
of Agency’s standard "Permit for Entry" and (b) after Developer has obtained insurance coverage
then required by Agency. No work shall be performed on the Property until a “Notice of
Nonresponsibility” has been recorded and posted in accordance with applicable laws, assuring
that Agency interest in the Project shall not be subject to mechanic's liens related to such work.
Developer shall not commence any work on the Project without Agency's written approval of the
work to be done, and in any event, Developer shall not commence any work which might be
construed as commencement of the work of the Project for establishment of mechanic's lien
rights.

7. RELOCATION. Agency is required by law to provide relocation services and make
relocation payments to eligible tenants that are displaced as a result of the Project. Developer
shall comply fully with all relocation laws that are the obligation of Agency or are otherwise
applicable to the Project. Developer’s compliance with the relocation requirements as stated in
this Section 7 is a material element of this DDA. Developer’s failure to comply with the
relocation requirements as stated in this Section 6 is an Event of Default, subject to Developer’s
opportunity to cure in accordance with applicable law.

7.1. RELOCATION COSTS. Unless otherwise stated in this Agreement, any required payments
by Agency for relocation costs and services shall be considered advances under the Agency
funding.
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7.2. COOPERATION AND ACCESS. Developer shall cooperate fully with Agency in complying
with such relocation laws, including without limitation, providing Agency access to all tenants of
the Project, to all books and records related to the tenants of the Project and to all properties
offered for temporary or permanent relocation. Prior to taking any action with respect to
relocation of tenants, Developer shall meet with Agency to establish reasonable protections for
tenants and related reporting requirements for Developer.

7.3. DEVELOPER AS RELOCATION AGENT. Developer is acting as Agency’s agent in
accomplishing relocation. Developer may enter into agreements for the provision of relocation
services, or Developer may perform such services directly. Developer shall, by provisions in its
agreements or by direction to its staff, assure that the entity performing the relocation services:
(a) complies with all applicable laws; (b) fully informs Agency of all relocation activities; (c)
makes all requests for direction or clarification to Agency; and (d) responds to and follow the
Agency’s instruction and direction.

8. DEVELOPMENT FINANCING. Except as specifically provided in this DDA, Developer shall be
responsible for and shall pay all costs of developing the Project in accordance with this DDA,
As a condition precedent to Agency’s conveyance of the Project to Developer, Developer shall
provide the Agency with a complete and firm Project budget including all proposed sources and
uses of funds, all "hard" and "soft" costs and contingencies and reflecting, as possible, firm bids
or accepted contracts and with evidence of sufficient funds to meet all budget requirements. To
the extent that funds specified in this DDA for the Project are insufficient to fully fund the
Project, the Developer shall provide evidence, satisfactory to the Agency, of the additional
required construction and permanent financing. Agency is not obligated by this DDA or
otherwise to make any contribution beyond its obligations stated in this DDA.

8.1. EVIDENCE OF AVAILABLE FUNDS. Unless otherwise approved by the Agency,
Developer's evidence of available funds, as required in the preceding section, must include only
the following: (a) Developer equity (as provided in Section 8.3); (b) firm and binding loan
commitments (as provided in Section 8.2) from each Lender, in form and content acceptable to
Agency; and (¢} Agency contribution, if any, as specified in this DDA. Within ten (10) days after
Agency’s request, Developer shall provide all additional information requested by the Agency
for evaluation of the actual availability of funds included in such evidence, including without
limitation, requests for clarification, further evidence or audited financial reports.

8.2. COMMITMENT AND LOAN REQUIREMENTS. As a material obligation under this DDA,
Developer shall assure that the loan documents for the Project are consistent with the Lender's
commitment approved by the Agency and comply, in all respects, with this DDA. The Agency
may reject a loan commitment unless such commitment: (a) is subject only to Lender’s
reasonable conditions of title and Developer’s execution of standard loan documents (copies of
which have been previously provided to and approved by the Agency); (b) contains only usual,
customary, and commercially reasonable loan terms; (c) continues in effect until a time when
subject financing is reasonably expected to be required; and (d) for construction financing,
provides for a construction loan term not less than that specified in the Schedule of Performances
for completion of construction and any additional time necessary to fulfill all conditions
precedent to funding of permanent financing. The Agency may also reject any commitment if it
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is based upon sources and uses of Project funds that are different from those approved by
Agency for the Project. The Agency may also reject any commitment that requires changes to the
Project which conflict with this DDA, that require amendment of this DDA or that require the
Agency to enter into agreements with any Lender, guarantor, equity partner or any other third-
party.

8.3. EVIDENCE OF DEVELOPER EQUITY. Developer shall provide proof of an equity
commitment for the Project in the amount of approximately $9,200,000 in Tax Credit Equity.

8.4. Other Financing: Developer, as a requirement this DDA and Agency Funding (Section 4
above) , shall procure and deliver to Agency evidence satisfactory to Agency that Developer has
obtained the following described financing which may be secured by a lien upon the
Improvements (Developer’s Leaschold Interest) superior or subordinate to Agency's liens, and
which shall be otherwise on terms and conditions acceptable to Agency:

8.4.1. As a condition precedent to disbursement of the of the Agency loan, financing
from a private lender(s) in an amount(s) sufficient to complete construction of the Property
according to a scope of work as approved by Agency and made for a term not less than that
specified in the Schedule of Performance for completion of construction, and in any event not
less than the time necessary to fulfill all conditions precedent to funding of the permanent
financing.

8.4.2. Commitments for seller carryback loan financing in an amount equal to appraised
value of the improved real property and ground lease with capitalized rent amount equal to
appraised value of the land.

8.4.3. Commitments for permanent financing sufficient to “take out” all liens senior to
the Agency’s liens.

Such commitments for financing shall not require modification of Agency loan documents, or
ground lease or any term of the DDA,

Such commitments shall not be based upon sources and uses of Project funds that are different
from those approved by Agency for the Project or be subject to conditions which require
amendment of the Agency loan documents or other agreements.

9. INDEMNIFICATION FOR HAZARDOUS SUBSTANCES. Developer shall indemnify, protect and
defend Agency, its officers, directors, council members and supervisors, employees, advisory
committee members, and agents, and hold them harmless from any and all liability, costs, fees,
fines, penalties and claims (including without limitation court, mediation or arbitration costs,
attorneys’ fees, witnesses’ fees, and investigation fees) related to the existence of Hazardous
Substances on the Project that were not on the Property prior to Agency’s transfer of possession
of the Project to Developer or that were related to the removal or discharge of Hazardous
Substances by Developer, or its employees, agents or contractors, during Developer's
remediation of the Project pursuant to this Section.
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Agency shall indemnify, protect and defend Developer, its officers, directors, employees, and
agents, and hold them harmless from any and all liability, costs, fees, penalties and claims
(including without limitation court, mediation or arbitration costs, attorneys’ fees, witnesses’
fees, and investigation fees) related to Hazardous Substances discharged on the Project during
Agency’s ownership of the Project or related to the removal or discharge of Hazardous
Substances by Agency or its employees, agents or contractors.

10. INDEMNIFICATION. Developer shall indemnify, protect, defend and hold harmless Agency,
its officers, directors, commission members, employees, advisory committee members, and
agents from any and all liability from bodily injury, death and property damage caused by or
resulting from the acts or omissions of Developer, its officers, employees, agents or independent
contractors and for any and all costs incurred by Agency in defending against such liability
claims, including reasonable attorney's fees, except for injury, death or property damage caused
by the negligent act or willful misconduct of Agency.

Agency shall indemnify, protect, defend and hold Developer harmless from any and all liability
from bodily injury, death and property damage caused by or resulting from the acts or omissions
of Agency, its officers, commission members, employees, advisory committee members or
agents and for any and all costs incurred by Developer in defending against such liability claims,
including reasonable attorney's fees, except for injury, death or property damage caused by the
negligent act or willful misconduct of Developer. This indemnification provision shall survive
the termination of this Agreement.

11. LIABILITY INSURANCE. With regard to this DDA, the Developer shall obtain and maintain
for the life of the regulatory agreements in connection with the Agency Loan, and require the
Contractor and subcontractors for the Project to obtain and maintain for the term of the
development of the Project, such insurance as will protect them, respectively, from the following
claims which may result from the operations of the Developer, Contractor, subcontractor or
anyone directly or indirectly employed by any of them, or by anyone for whose acts any of them
may be liable: (a) claims under workers' compensation benefit acts; (b) claims for damages
because of bodily injury, occupational sickness or disease, or death of its employees; (c) claims
for damages because of bodily injury, sickness or disease, or death of any person other than its
employees; (d} claims for damages insured by usual personal injury liability coverage which are
sustained (1) by any person as a result of an offense directly or indirectly related to the
employment of such person by the Developer, or (2) by any other person, claims for damages,
other than to the construction itself, because of injury to or destruction of tangible property,
including resulting loss of use; (e) claims for damages because of bodily injury or death of any
person or property damage arising out of the ownership, maintenance or use of any motor
vehicle; and {f) claims for contractual liability arising from the Developer's obligations under this
DDA.

11.1 LIABILITY INSURANCE POLICY LIMITS. Developer shall obtain all insurance under this
Section 11 written with a deductible of not more than Twenty-five Thousand Dollars ($25,000)
or an amount approved by Agency, and for limits of liability which shall not be less than the
following:
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11.2 WORKER'S COMPENSATION. Developer shall obtain and maintain worker's
compensation coverage shall be written for the statutory limits as required by Article 1
(commencing with Section 3700) of Chapter 4 of Part 1 of Division 4 of the California Labor
Code (as it may, from time to time, be amended) and having an employer's liability of not less
than $1,000,000, or statutory limits, whichever are greater.

11.3 COMMERCIAL GENERAL LIABILITY. Developer shall obtain and maintain Commercial
General Liability insurance in Insurance Services Office (“ISO”) policy form CG 00 01
Commercial General Liability (Occurrence) or better. Such insurance shall have limits of
liability, which are not less than $1,000,000, per occurrence limit; $5,000,000 general aggregate
limit, and $5,000,000 products and completed operations aggregate limit, all per location of the
Project.

11.4 COMPREHENSIVE AUTOMOBILE LIABILITY. Developer shall obtain and maintain
comprehensive automobile liability coverage for any vehicle used for, or in connection with, the
Project (owned, nonowned, hired, leased) having a combined single limit of not less than
$1,000,000.

11.5 PROPERTY INSURANCE. For the duration of the Regulatory Agreement, Developer shall
obtain and maintain property insurance in ISO policy form CP 10 30 - Building and Personal
Property Coverage - Causes of Loss - Special Form, to the full insurable value of the Property
with no coinsurance penalty (and with endorsements of Builder’s Risk until completion of
construction of the Project), Boiler and Machine to the extent necessary to obtain full insurance
coverage, and with such other endorsements and in such amounts as the Agency may reasonably
require to protect the Project. In the event of damage to the Project and subject to the
requirements of Lender, Developer shall use the proceeds of such insurance to reconstruct the
Project and the public improvements.

11.6 INSURANCE PROVISIONS. Each policy of insurance required under this DDA shall be
obtained from a provider licensed to do business in California and having a current Best's
Insurance Guide rating of A+ VII , which rating has been substantially the same or increasing for
the last five (5) years, or such other equivalent rating, as may reasonably be approved by
Agency's legal counsel. Each policy shall contain the following provisions as applicable, unless
otherwise approved by Agency's legal counsel in writing in advance:

11.6.1 ADDITIONAL INSURED. Developer shall obtain a policy in ISO form CG 20 33 or
better, naming Agency as additional insured under the Commercial General Liability Policy.

11.6.2 SINGLE PROJECT INSURANCE. It is the intent of the parties that the Project have
available all the specified insurance coverages. Developer shall not provide insurance coverages
that are considered in aggregate with other Projects which Developer or its Contractor might
have concurrently under construction. The Agency may at its discretion permit an aggregate
policy if and only if Developer or the respective Contractor or subcontractor has fully disclosed
to Agency other projects which will or may be considered in aggregate with the Project, and
thereafter, Developer shall immediately inform Agency of the change in or addition to any such
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projects. Nevertheless, Agency may at any time require that the insurance coverage be provided
solely for the Project.

11.6.3 CERTIFIED PoLICY COPY. Developer shall provide Agency with a certified copy
of each required policy of insurance. Pending delivery of the certified policy, Developer shall
provide Agency with a Certificate of Insurance for each policy on the applicable ACORD form.
The ACORD form shall not substitute for the policy. ACORD 25-S “Certificate of Liability
Insurance shall be used for liability insurance deleting the sentence in the top right-hand block
immediately below the title (commencing “This certificate is issued as a matter of information . .
.) and in the bottom right-hand box above the authorized representative signature, deleting the
words “endeavor to” and “but failure to do so shall impose not obligation or liability of any kind
upon the insurer, its agents or representatives.”

11.6.4 CANCELLATION. Each policy shall bear an endorsement precluding cancellation
or termination of the policy or reduction in coverage unless the Agency has been given written
notice of such intended action at least thirty (30) days prior to its effective date.

a) Developer will provide the Agency with the cancellation clause and/or any amendatory
endorsements that modify or change the policy cancellation clause of the insurance policies in
force. Tt is the Developer’s responsibility to notify the Agency of any notice of cancellation, non-
renewal or non-payment of premium in accordance with your policy provisions. In the event
insurance is cancelled or not renewed, the Developer shall notify the Agency within forty eight
(48) hours of such cancellation or non-renewal.

Developer’s Initials

11.6.5 FAILURE TO MAINTAIN. If Developer fails to obtain or maintain, or cause to be
obtained and maintained, any insurance required by this DDA, the Agency shall have the right,
but not the obligation, to purchase the insurance on Developer’s behalf, and Developer shall
promptly reimburse the full cost of such insurance to the Agency. If Developer fails to
reimburse the Agency for insurance, the amount of unpaid reimbursement shall bear interest at
the maximum rate permissible under the law until paid. Failure to maintain the insurance required
by this Section 11 shall be a default under this DDA (see Section 12.3, below).

11.6.7. BLANKET COVERAGE. Developer’s obligation to carry insurance as required under
this Section 11 may be satisfied by coverage under a “blanket” policy or policies of insurance (as
the term is customarily used in the insurance industry); provided, however, that the Agency shall
nevertheless be named as an additional insured under such blanket policy or policies to the extent
required by this Section, the coverage afforded the Agency will not be reduced or diminished
thereby, and all of the other requirements of this Section 12 with respect to such insurance shall
otherwise be satisfied by such blanket policy.

12. DEFAULTS AND REMEDIES. Except as otherwise provided in the DDA, if either party

defaults in its obligations under this DDA, the defaulting party shall immediately commence and
diligently proceed to cure the default within thirty (30) days after written notice of default from
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the other party or, if reasonable, such longer time as is reasonably necessary to remedy such
default if such default cannot reasonably be cured within thirty (30) days for reasons beyond the
control of the defaulting party, provided that the defaulting party shall promptly begin and
diligently pursue such cure to completion. If the defaulting party does not promptly begin and
diligently cure the default within a reasonable time, the other party may institute proceedings to
cure the default, including without limitation, proceedings to compel specific performance by the
defaulting party. Subject to any extension of time permitted by this DDA, a failure or delay by a
party to perform any term or provision of this DDA constitutes a default of this DDA, As a
condition precedent to termination of the DDA under this Section, each party shall first tender
the return of all property or funds received from or on behalf of the other party, other than funds
properly retained as liquidated damages. After such return of property and funds and termination
of the DDA, neither Agency nor Developer shall have any further rights against or liability to the
other under the DDA except as expressly set forth in this DDA to the contrary.

12.1. REVESTING TITLE IN AGENCY. Notwithstanding any other provisions of this DDA and
in addition to any other rights and remedies of the Agency, for a period of ten years following
the Effective Date, after conveyance of any part of the Property to Developer and prior to
issuance of Certificate of Completion, if Developer defaults in its obligations related to the
Project development, abandons or unreasonably suspends Project construction work, permits any
unauthorized encumbrance or lien (including tax liens) and fails to discharge any such
unauthorized lien or encumbrance, or permits any transfer of all or any part of the Property, after
the appropriate cure period has passed and all other reasonable remedies are exhausted, then the
Agency shall have, the right to re-enter and take possession of the Project, or any part of the
Project conveyed to Developer, and to terminate and revest in the Agency the estate so
conveyed. It is the intent of this DDA that the conveyance of the Project to Developer shall be
made upon, and that the Grant Deed shall contain, a condition subsequent to the effect that in the
event of any default, failure, violation, or other action or inaction by the Developer specified in
this Section, failure on the part of Developer to remedy, end, or abrogate such default, failure,
violation, or other action or inaction, within the period and in the manner stated in the DDA, the
Agency at its option may declare a termination in favor of the Agency of the title, and of all the
rights and interest in the Property conveyed by the Grant Deed to Developer, and that such title
and all rights and interests of Developer, and any assigns or successors in interest to and in the
Property, shall revert to the Agency. Such condition subsequent and any such revesting of title
in the Agency shall always be subject to and limited by the lien or security interest authorized by
the DDA, and any rights or interests provided in the DDA for the protection of the Lenders; and
shall not apply to individual parts or parcels of the Property on which the Project have been
completed in accordance with the DDA and for which a Certificate of Completion issued as
provided in the DDA. Such condition subsequent shall conform to the provisions of Civil Code
Sections 885.010 through 885.070.

12.1.1. RESALE OF REACQUIRED PROPERTY. Upon the revesting of title of the Project
in the Agency, Agency shall use its best efforts to resell the Project, as soon and in such manner
as the Agency shall find feasible and consistent with the objectives of the Disposition Agreement
between the United States Department of Housing and Urban Development(HUD) and the
Housing Authority of the City of Sacramento, to a qualified and responsible party, as determined
by the Agency and approved by HUD, who will assume the obligation of completing the Project
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or such other improvements in their stead as shall be satisfactory to the Agency. Upon such
resale of the Project, the resale proceeds (after repayment of any liens and encumbrances which
have previously been approved by Agency in writing) shall be applied as follows:

12.1.2. AGENCY REIMBURSEMENT. Said proceeds shall be paid first to Agency to
reimburse Agency for all costs and expenses incurred by the Agency, including reasonable legal
costs, attorney's fees and salaries of personnel, in connection with the recapture, management,
and resale of the Property (but less any net income derived by Agency from the Project after
such revesting); all taxes, assessments, and water and sewer charges with respect to the Project
(or, in the event the Project is exempt from such taxation or assessment during Agency's
ownership, an amount equal to such taxes, assessment, or charges (as determined by local
assessing authorities) as would have been payable if the Project were not so exempt); any
payments necessary to discharge any encumbrances or liens existing on the Property at the time
of such revesting or to discharge or prevent any subsequent encumbrances or liens due to
obligations, defaults, or acts of the Developer; any expenditures made or obligations incurred
with respect to completion of the Project; and any amounts otherwise owing the Agency by the
Developer.

12.1.3. DEVELOPER REIMBURSEMENT. After payment to Agency of the sum specified
herein, said proceeds shall be paid to Developer to reimburse Developer in an amount not to
exceed: (1) the sum of the purchase price paid by Developer for the Property and the cash
actually expended by it in actual construction of any of the Project (including without limitation
fees and expenses paid to any governmental agency on account of the Project, mitigation or
development fees, earned developer fee payable to the Developer, the costs and expenses of all
third-party architects, engineers, or similar design professionals, hard and soft costs of
construction expended in construction of the Project, and Lender’s interest, loan fees and other
fees and charges on account of the Loan); less (2) any gains or income withdrawn or made by it
from the DDA or the Project and any amounts, including interest on loans, then due from
Developer to Agency.

12.1.4. BALANCE TO AGENCY. Any balance remaining after such reimbursements shall
be retained by the Agency as its property.

12.2. NONLIABILITY OF AGENCY OFFICIALS AND EMPLOYEES. No member, official or
employee of Agency shall be personally liable under this DDA to Developer, or any successor in
interest, in the event of any default or breach by Agency or for any amount which may become
due to Developer or its successors, or on any obligations under the terms of this DDA.

12.3. FEES AND COSTS ARISING FROM DISPUTE. If an action is commenced between the
parties, the Prevailing Party in that action shall be entitled to recover from the nonprevailing
party all reasonable attorney fees and costs, witness fees, arbitrator’s fees, and court and
arbitration costs. "Prevailing Party" shall include without limitation a party who dismisses an
action in exchange for sums allegedly due; the party who receives performance from the other
party for an alleged breach of contract or a desired remedy where the performance is
substantially equal to the relief sought in an action; the party who receives any award for relief
through arbitration; or the party determined to be the prevailing party by a court of law.
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13. ENCUMBRANCE OF PROJECT AND LENDER PROTECTIONS. Before issuance of a Certificate
of Completion, if Developer has obtained Agency’s prior written approval, which approval
Agency may withhold in exercise of its reasonable discretion and in consideration of the
commercially reasonable protection of its interests under this DDA, the Developer may obtain a
Loan and encumber the Project as security for the Loan, provided either that the proceeds of the
Loan are used solely for construction of the Project improvements upon usual and customary and
commercially reasonable terms or that the Loan is permanent project financing made upon usual
and customary and commercially reasonable terms. Each lender shall be a federal or state
chartered financial institution, a pension fund, an insurance company or such other lender which
Agency may approve in writing in advance. After issuance of a Certificate of Completion, the
Agency shall have no rights of approval regarding financing secured by the Project. Asa
condition to Agency’s approval of a Loan, Developer shall provide the Agency with a conformed
copy of all documents related to the Loan. Agency acknowledges that a Lender will rely upon
this DDA in making the Loan and that Agency’s obligations under this DDA are inducements to
Lender’s making of the Loan.

13.1. NoTICES. If the Agency gives any notice of default to Developer under this DDA, the
Agency shall contemporaneously give a copy of such notice to each Lender who has requested
such notice in the following form of request for notice at the address stated in such request for
notice. Any such default notice that is not so delivered to Lender shall not be effective or
binding with regard to Lender or otherwise affect Lender, but failure to deliver such default
notice to Lender shall not affect its validity with respect to Developer. Lender shall use the
following form for requesting notice: '

[Date]

The undersigned, whose address for notices is stated immediately below its signature, does
hereby certify that it is the Lender as such term is defined in that certain Disposition and
Development Agreement dated between the Sacramento Housing and Redevelopment
Agency and Washington Plaza Housing Associates, LP (“DDA™). Lender requests, in
accordance with the DDA, that if any default notice shall be given to Developer under the DDA,
a copy of such default notice shall be given to Lender.

[Lender Name and Address for Notice]

13.2. ASSIGNMENTS AND TRANSFERS OF THE LOAN. Agency shall not be bound to
recognize any assignment of Lender’s Loan or related encumbrance of the Project unless and
until Lender has given Agency written notice of the name and address of the assignee (and if
more than one person is an assignee, the designated name and address for notices) and such
assignee qualifies as a Lender under this DDA. Thereafter, such assignee shall be considered a
Lender with respect to the Loan and the related encumbrance on the Project.

13.3. LENDER NOT OBLIGATED TO CONSTRUCT. Notwithstanding any of the provisions of
the DDA, Lender shall not be obligated by the provisions of the DDA to construct or complete
the Project. Nothing in this Section or any other provision of the DDA shall be construed to
permit or authorize Lender to devote the Project to any uses, or to construct any improvements
on the Project, other than those uses or improvements provided or permitted in the DDA.
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13.4. LENDER'S AND LIMITED PARTNER’S OPTION TO CURE DEFAULTS. After any default
of Developer's obligations under the DDA, each Lender shall have the right, at its option, to cure
or remedy such default, within the time for cure allowed to Developer, and to add the cost of
such cure to the debt and the lien secured by the Project. The Agency shall accept such
performance as if it had been performed by Developer; provided, however, that such Lender
shall not be subrogated to the rights of the Agency by undertaking such performance. If the
breach or default relates to construction of the Project, however, Lender shall not undertake or
continue the construction of the Project (beyond the extent necessary to conserve or protect
Project or construction already made) unless Lender assumes, in writing satisfactory to the
Agency, Developer's obligations to complete the Project on the Project in the manner provided in
the DDA. Any Lender who properly completes the Project as provided in the DDA shall be
entitled, upon written request made to the Agency, to a Certificate of Completion from the
Agency in a manner provided in the DDA. Such certification shall mean that any remedies or
rights with respect to the Project that the Agency may have, because of Developer's failure to
cure any default with respect to the construction of the Project, or because of any other default of
the DDA by the Developer, shall not apply to the part of the Project to which such Certification
relates. Nothing in this Section shall be deemed to limit, modify or release any claim or remedy
that the Agency may have against the Developer for such default. The Developer’s limited
partner has the same cure rights afforded to the Developer in this Section 13.

13.5. DEFAULT BY DEVELOPER. In the event of a default by Developer, Agency shall not
terminate this DDA unless and until the Agency has given notice to Lender of such default, and
Lender has failed to cure such default.

13.5.1. If such default cannot practicably be cured by the Lender without taking
possession of the Property, then the Schedule of Performances (and. therefore, the Agency’s
right to terminate this DDA) shall be tolled if and so long as, all of the following are true: (a)
Lender has delivered to the Agency, prior to the date on which Agency is entitled to give notice
of termination of this DDA, a written instrument satisfactory to Agency in which Lender or its
designee unconditionally agrees that it will commence the cure of such default immediately upon
Lender or its designee taking possession of the Property and will thereafter diligently pursue
such cure to completion; provided, however, that neither the Lender nor its designee shall be
obligated to pay damages to the Agency on account of such default, except to the extent of any
monies due and unpaid from Developer; (b} Lender or its designee has rights to obtain
possession of the Project (including possession by receiver) through foreclosure, deed in lieu of
foreclosure or otherwise, and Lender or its designee promptly commences and diligently
proceeds to obtain possession of the Project; (c) if Lender is prevented by court action or by any
statutory stay from prosecuting foreclosure proceedings, that Lender is diligently seeking relief
from such action or stay; and (d) upon receiving possession of the Project, Lender or its designee
promptly commences and diligently proceeds to cure such default in accordance with this DDA.

13.5.2. From and after the cure of such Developer default, Lender or its designee is not
required to obtain possession or to continue in possession of the Project. Nothing in this Section
shall preclude the Agency from exercising any of its rights or remedies with respect to Developer
during any period of such forbearance.
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13.6. FORECLOSURE. Foreclosure of any encumbrance securing the loan of Lender, or any
sale under such encumbrance, whether by judicial proceedings or by virtue of any power
contained in such encumbrance, or any conveyance of the Project from the Developer to the
Lender or its designee through, or in lieu of, foreclosure or other appropriate proceedings in the
nature of foreclosure, shall not require the consent of the Agency. Upon such foreclosure, sale or
conveyance, the Agency shall recognize the resulting purchaser or other transferee as the
Developer under this DDA, provided that such purchaser or transferee expressly assumes each
and every obligation of the Developer under this DDA (except for the obligation to pay damages
except to the extent of any monies due and unpaid from Developer under this DDA) by
assumption agreement satisfactory to the Agency. If any Lender or its designee acquires
Developer’s right, title and interest under this DDA as a result of a judicial or nonjudicial
foreclosure under any power contained in such encumbrance, or any conveyance of the Property
from the Developer to the Lender or its designee through, or in lieu of, foreclosure or other
appropriate proceedings in the nature of foreclosure, such Lender or its designee shall have the
right to assign or transfer Developer’s right, title and interest under this DDA to an assignee;
provided, however, that the assignee or transferee shall thereafter be subject to all of the terms
and conditions of this DDA.

13.7. MODIFICATIONS. No modification or amendment to the DDA which materially and
adversely affects the Lender’s interest in the Project shall be valid and effective unless the
Lender’s written consent to such modification or amendment has first been obtained, which
consent shall not be unreasonably withheld.

13.8. FURTHER ASSURANCES TO LENDERS. Agency and Developer shall in good faith
consider making such reasonable modifications to this DDA and executing such further
instruments and agreements between them as a Lender may reasonably request, provided such
modifications, instruments and agreements do not materially, adversely affect any party's
expectations or benefit, rights or obligations under this DDA and provided such modifications,
instruments, and agreements serve a material economic purpose.

13.9. ESTOPPEL CERTIFICATE. Any party may, at any time, request in writing of any other
party to certify in writing that, to the knowledge of the certifying party, (i) this DDA is in full
force and effect and a binding obligation of the parties; (ii) this DDA has not been amended or
modified, or, if so amended, identifying the amendments; and (iii) the requesting party is not in
default in the performance of its obligations under this DDA, or, if in default, describing the
nature and extent of any such defaults. A party receiving such a request shall execute and return
such certificate to the requesting party, or give a detailed written response explaining why it will
not do so, within ten (10) days following its receipt. The Agency’s designee shall be authorized
to execute any such certificate requested by Developer from the Agency.

13.10. PROHIBITIONS AGAINST ASSIGNMENT AND TRANSFER. In reliance on the financial
capability and experience of Developer, substantial public financing and other public aids have
been made available by law and by the federal and local governments to make development of
the Property possible. Developer shall not, prior to issnance of a Certificate of Completion,
which in accordance with Section 6.13 may terminate this DDA subject to provisions expressly
stated to survive this DDA, assign Developer's interests or obligations under this DDA or
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undertake any act or transaction resulting in a significant change in the interests of the principals
of Developer or the degree of their control of Developer without the prior written consent of
Agency. The transfer or assignment, pursuant to this Section, requires the transferee or assignee
to execute and deliver to Agency a valid, binding, written assumption of all obligations of
Developer. Such a transfer as permitted in this Section shall not relieve Developer, or any other
party bound in any way by the DDA, from any of its obligations under the DDA. With respect to
this provision, the Developer and the parties signing the DDA on behalf of the Developer
represent that they have the authority of all of Developer’s principals to agree to and bind them
to this provision. Agency acknowledges that after the issuance of the Certificate of Completion
Winfield Hill, Inc., will withdraw from the general partner entity.

14, CONCURRENT AGREEMENTS. The following agreements are to be executed and delivered to
each party at Close of Escrow:

14.1. HUD USE AGREEMENT. The HUD (United States Department of Housing and Urban
Development Use Agreement is to be recorded against the land and the leasehold estate (HUD
Use Agreement, Exhibit 6).

14.2. OTHER REGULATORY AGREEMENTS. Bond financing, tax credit equity financing,
HOME and CDBG Loan, all require additional regulatory agreements and are permitted under
this DDA.

15. DOCUMENT INTERPRETATION. This DDA shall be interpreted in accordance with the
following rules.

15.1. ENTIRE DDA; SEVERABILITY. This DDA integrates all of the terms and conditions
related or incidental to its subject matter, and supersedes all negotiations or previous agreements
between the parties with respect to its subject matter. If any term or provision of this DDA shall,
to any extent, be held invalid or unenforceable, the remainder of this DDA shall not be affected;
provided that the intent of the DDA may then be reasonably fulfilled.

15.2. WAIVERS AND AMENDMENTS. All waivers of the provisions of this DDA must be in
writing and signed by Agency or Developer, as applicable, and all amendments to this DDA
must be in writing and signed by Agency and Developer. Any delay by Agency in asserting any
rights under this Section shall not operate as a waiver of such rights or to deprive Agency of or
limit such rights in any way. Any waiver in fact made by Agency with respect to any specific
default by Developer under this Section shall not be considered as a waiver of the rights of
Agency with respect to any other defaults by Developer under this Section or with respect to the
particular default except to the extent specifically waived in writing.

15.3. CAPTIONS, GENDER AND NUMBER. The section headings, captions and arrangement of
this DDA are for the convenience of the parties to this DDA. The section headings, captions and
arrangement of this instrument do not in any way affect, limit, amplify or modify the terms and
provisions of this DDA. The singular form shall include plural, and vice versa, and gender
references shall be construed to include all genders.
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15.4. DRAFTER. This DDA shall not be construed as if it had been prepared by one of the
parties, but rather as if both parties have prepared it. Unless otherwise indicated, all references to
sections are to this DDA. All exhibits referred to in this DDA are attached to it and incorporated
in it by this reference.

15.5. MERGER. All of the terms, provisions, representations, warranties, and covenants of
the parties under this DDA shall survive the Close of Escrow and shall not be merged in the
Grant Deed or other documents.

15.6. TIME FOR PERFORMANCE. In determining time for performance, it shall be construed
that Agency and Developer shall each do the actions required of them, promptly and when
specified in this DDA, and that each action specified in the Schedule of Performances shall be
performed by the responsible party on or before the date scheduled for its completion.

15.7. GOVERNING LAW. This DDA shall be governed and construed in accordance with
California law.

15.8. NO JOINT VENTURE, PARTNERSHIP, OR OTHER RELATIONSHIP. Nothing contained in
this DDA or in any other document executed in connection with this DDA shall be construed as
creating a joint venture or partnership between Agency and Developer. Each Party is acting as an
independent entity and not as an agent of the other in any respect. No relationship exists as
between Agency and Developer other than that of a governmental entity regulating the
development of private property, and the owner of such private property.

15.9. NO THIRD PARTIES BENEFITED. This DDA is made and entered into for the sole
protection and benefit of the parties and their permitted successors and assigns, and no other
Person will have any right of action or any rights to any property, benefits or funds at any time
on deposit in the Construction Account or the Impound Account, if established.

15.10. INSPECTION OF BOGKS AND RECORDS. Agency has the right, at all reasonable times,
to inspect the books and records of Developer regarding the Project as reasonably necessary to
carry out its purposes under this DDA.

15.11. OWNERSHIP OF DATA. If this DDA is terminated, for any reason, prior to the
completion of the Project, Developer shall deliver to Agency any and all data acquired for
development of the Property. Agency shall have full ownership and rights to use such data.

15.12. NoTICES. All notices to be given under this DDA shall be in writing and sent to the
following addresses by one or more of the following methods:

15.12.1. Addresses for notices are as follows:

a) Agency: Sacramento Housing and Redevelopment Agency, 801 12th Street,
Sacramento, California 95814, Attention: Celia Yniguez, Housing Finance Program Manager.
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b) Developer: Washington Plaza Housing Associates, LP, 345 Spear Street, Suite
700, San Francisco, California 941035, Attention: Kevin Leichner, Project Manager. And,
SHARP, 801 12t Street, Sacramento, California 95814, Attention: Bern Wikhammer, Senior
Management Analyst —Asset Manager.

15.12.2. Notices may be delivered by one of the following methods:

a) Certified mail, return receipt requested, in which case notice shall be deemed
delivered three (3) business days after deposit, postage prepaid in the United States Mail;

b) A nationally recognized overnight courier, by priority overnight service, in which
case notice shall be deemed delivered one (1) business day after deposit with that courier;

¢} Hand delivery with signed receipt for delivery from a person at the place of
business of the receiving party and authorized to accept delivery for the receiving party, in which
case notice shall be deemed delivered upon receipt, or

d) Telecopy or facsimile, if a copy of the notice is also sent the same day by United
States Certified Mail, in which case notice shall be deemed delivered one (1) business day after
transmittal by telecopier, provided that a transmission report is automatically generated by the
telecopier reflecting the accurate transmission of the notices to receiving party at the “Fax
Number” given in the Escrow Attachment or to such other address as Developer or Agency may
respectively designate by written notice to the other.

15.12.3. Additional Notices. Lender shall give copies of notices required to be delivered
to Borrower to the following parties at the following addresses; provided, however that Borrower
acknowledges that such notice is an accommodation and the failure of the Lender to properly
deliver any such notice shall not give rise to any claims or defenses of Borrower or any third
party:

Bank of America, N.A.

CA4-70202-29

2001 Clayton Road, 2nd Floor

Concord, CA 94520

Attention: Loan Administration Manager

with a copy to:
Paul Hastings LLP
515 South Flower Street, Twenty-Fifth Floor

Los Angeles, CA 90071
Atten: Ken Krug, Partner
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And:

MCCC, LLC

¢/o Merritt Community Capital Corporation
1970 Broadway, Suite 250

Qakland, California 94612

Attention: Bernard T. Deasy

with a copy to:

Carle, Mackie, Power & Ross LLP
100 B Street, Suite 400
Santa Rosa, CA 95401
Attention: Richard W. Power, Esq.

15.13. SuccEssORs. This DDA shall inure to the benefit of and shall be binding upon the
parties to this DDA and their respective successors, and assigns.

16. DEFINITIONS. The following definitions shall apply for the purposes of this DDA:

16.1. “Agency” is the Sacramento Housing and Redevelopment Agency. The Agency is a
public body, corporate and politic, exercising governmental functions and powers, and organized
and existing under the Community Redevelopment Law of the State of California. The principal
office of the Agency is located at 801 12th Street, Sacramento, California 95814. Agency as
used in this DDA includes the Sacramento Housing and Redevelopment Agency and any
assignee of or successor to its rights, powers and responsibilities.

16.2. “Agency Permanent Loan” is the permanent HOME and CDBG financing the terms
and conditions of which are specifically contained in the permanent loan documents.

16.3. “Art in Public Places Program™ is the commonly used name for the program
implementing Agency's Aesthetic Improvement Policy. Aesthetic Improvement Policy is
Agency's policy for the creation and display of artwork in public areas. The policy was adopted
by Agency Resolution Number 2865, October 16, 1979. The policy as implemented is known as
the Art in Public Places Program.

16.4. “Certificate of Completion” is the certificate issued by the Agency certifying
Developer's completion of the Project and termination of the revestment provisions.

16.5. “City” is the City of Sacramento in the State of California.

16.6. "Close of Escrow" is the time for the close of the Escrow as provided in the Escrow
Instructions.

16.7. “Contractor” is Remco Deacon, the contractor or contractors with whom Developer has
contracted for the rehabilitation of the Project.
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16.8. “Completion Date” is the date for completion of construction of the Project to the
satisfaction of the Agency, which date shall be not sooner than the issuance of a certificate of
occupancy for the entire Project. The Completion Date is stated in the Schedule of
Performances.

16.9. “DDA” is this Disposition and Development Agreement including the attachments to
this DDA consisting of the exhibits named in and attached to this DDA, the Preliminary Plans
the Final Plans and any other item expressly incorporated in this DDA, all of which are
incorporated in this DDA as if included in full as provisions in the body of this DDA. A default
of any of the items incorporated in the DDA by reference is a default of this DDA.

16.10. “Developer” is Washington Plaza Housing Associates, LP, a California limited
partnership. The principal office of the Developer is located at 345 Spear Street, Suite 700, San
Francisco, California 94105. The principals of Developer are BRIDGE Housing Corporation
{Ann Silverberg, Senior Vice-President) and the Sacramento Housing Authority Repositioning
Program Inc., James Shields (President).

16.11. “Escrow” is the escrow for the transfer of the Improvements and for all requirements
related to the transfer. The Title Company is the holder of the Escrow.

16.12. "Escrow Instructions" are the escrow instructions for the close of the Escrow for this
DDA.

16.13. “Final Plans” are the full and final plans, drawings and specifications for the Project
as described in, and approved by the Agency under this DDA. The Final Plans include all
construction plans, drawings, specifications and other documents required to obtain all required
building permits for the construction of the Project. The Final Plans may refer, as the context
may indicate, to partial Final Plans prepared and submitted in accordance with this DDA. The
Final Plans shall incorporate all applicable mitigation measures which may be required for
compliance with approvals under the California Environmental Quality Act (commencing at
Public Resources Code Section 21000) and the rules and regulations promulgated under such act.
The Final Plans shall specifically include changes or corrections of the Final Plans approved as
provided in this DDA. The Final Plans shall include all landscaping, on- and off-site work and
artwork related to the Project. Except as approved by the Agency, the Final Plans shall conform
in all material respects to all provisions of this DDA,

16.14. “Grant Deed” is the grant deed for the transfer of the Improvements to Developer
under this DDA. The Grant Deed contains covenants that run with the land, easements and a
reverter provision Exhibit 4: Grant Deed.

16.15. Ground Lease is the Ground Lease dated concurrently with this DDA by and between
the Housing Authority of the City of Sacramento and the Developer for the land upon which the
Improvements are situated Exhibit 6: Ground Lease.

16.16. “Hazardous Substances™ as used in this DDA shall include, without limitation to. all
substances, wastes and materials designated or defined as hazardous or toxic pursuant to any of
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the following statutes, as they may be amended or superseded, from time to time: the Clean
Water Act (33 U.S.C. '1321 et. seq.); the Comprehensive Environmental Response,
Compensation and Liability Act of 1980 {42 U.S.C. '9601 et seq.); the Resource Conservation
and Recovery Act (42 U.S.C. '6901 et seq.); the United States Department of Transportation
Hazardous Materials Table (49 CFR 172.101); the Environmental Protection Agency list of
hazardous materials (40 CFR Part 302) and California Health and Safety Code Sections 25115,
25117, 25122.7, 25140 (Hazardous Waste Control Law), 25316 (Carpenter-Presley-Tanner
Hazardous Substances Account Act), 25501 (Hazardous Materials Release Response Final Plans
and Inventory) and 25281 (Underground Storage of Hazardous Substances); all applicable local
regulations; and all rules and regulations promulgated pursuant to said laws.

16.17. “Lender” shall mean all holders of any lien or encumbrance as security for a loan on
all or any part of the Property which loan is made in accordance with this DDA or otherwise
approved by Agency in writing.

16.18. “Plans" are the Project designs and elevations, prepared by the Project architect
Ferrari Moe LLP and dated , a portion of which (consisting of various
elevations) is attached to the staff report for approval of this DDA. Agency has approved the
Plans concurrently with the approval of this DDA.

16.19. “Project” is the leaschold in the land and fee in the improvements to be acquired and
rehabilitated as described in this DDA for the uses stated in this DDA.

16.20. “Property Description” is the legal description of the various parcels of real property
affected by this DDA. The Property Description is attached as Exhibit 1: Property

Description.

16.21. “Purchase Price” is the purchase price for the Property as set out in Section 3.1.

16.22. “Seller Carry Back Loan™ is the loan from the Housing Authority of the City of
Sacramento to the Developer for the purchase of the Improvements subject to this DDA,

16.23. “Schedule of Performance” is the schedule that establishes the dates by which
obligations of the parties under this DDA must be performed and on which conditions must be
satisfied. The Schedule of Performance is attached as Exhibit 2: Schedule of Performance.

16.24. “Scope of Development” is the detailed description of the construction parameters for
the Project. The Scope of Development is attached as Exhibit 3: Scope of Development.

16.25. “Title Company” is Placer Title Company, if approved by lender and investor. Title
Company is the insurer of title under this DDA and the Escrow holder. The Title Company
address is 2394 Fair Oaks Blvd., Sacramento 95825.

16.26. “Unavoidable Delay” is a delay in the performance by a party of any obligation which
delay is unforeseeable and beyond the control of such party and without its fault or negligence.

Disposition and Development Agreement 282



Exhibit B: Disposition and Development Agreement

Unavoidable Delay shall include acts of God, acts of the public enemy, acts of the Federal
Government, acts of the other party, fires, floods, epidemics, quarantine restrictions, strikes,
freight embargoes, and unusually severe weather (as for example, floods, tornadoes, or
hurricanes) or delays of subcontractors due to such causes. In the event of the occurrence of any
such enforced delay, the time or times for performance of such obligations of the parties shall be
extended for the period of the enforced delay, as determined by the Agency, provided that the
party seeking the benefit of the provisions of this Section shall, within thirty (30) days after it has
or should have knowledge of any such enforced delay, have first notified the other party, in
writing, of the delay and its cause, and requested an extension for the period of the enforced
delay.

16.27. “HUD Use Agreement” is the United States Department of Housing and Urban
Development Use Agreement regulating, among other things, the use and affordability of the
Project. The HUD Use Agreement is attached hereto and incorporated herein as Exhibit 5: HUD

Use Agreement.

THE PARTIES HAVE EXECUTED THIS DDA in Sacramento, California, on the following dates,
effective as of the date first written above.

DEVELOPER : WASHINGTON PLAZA AGENCY: THE SACRAMENTO HOUSING AND
HOUSING ASSOCIATES, LP REDEVELOPMENT AGENCY, a joint powers
a California limited partnership agency AND THE HOUSING AUTHORITY OF

THE CITY OF SACRAMENTO, a public body

By: Washington Plaza Housing Associations LLC, corporate and politic

a California limited liability company, its general
partner

By:
By: Winfield Hill, Inc.,
a California public nonprofit public benefit LaShelle Dozier, Executive Director
corporation
Its managing member

By: Date:
Name:

Its: Approved as to form:

By: Sacramento Housing Authority Repositioning
Program, Inc.
a California nonprofit public benefit corporation Agency Counsel

a member

By:

James Shields, President

Date:

Approved as to form:
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Developer Counsel
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[NOTARIZED ACKNOWLEDGEMENTS]
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Exhibit 1: Legal Description
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Exhibit 2: Schedule of Performances
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Exhibit 3: Scope of Development
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Exhibit 4: Grant Deed Form

NO FEE DOCUMENT:

Entitled to free recording

per Government Code §§ 6103 and 27383.
Recording Requested by the
SACRAMENTO HOUSING AND
REDEVELOPMENT AGENCY

801 12" Street

Sacramento, Califomia 95814

Attention:

Mail Tax Statements to:

GRANT DEED

{WITH REVESTMENT PROVISIONS, COVENANTS, RESTRICTIONS AND RESERVATIONS)

For valuable consideration, receipt of which is hereby acknowledged,

THE HOUSING AUTHORITY OF THE CITY OF SACRAMENTO, a public body, corporate and politic, of the State of
California (the "Grantor"), acting to carry out rehabilitation and operation of residential units, the ("Project"), under
the Housing Authority Law of California, hereby grants to Washington Plaza Housing Associates, L.P. a California
limited partnership (the "Grantee"), the Improvements, only (the “Property™), as, described in Exhibit 1 which is
attached to, and incorporated in this Deed by this reference, and as situated upon certain real property, subject to the
covenants, restrictions and reservations set forth below which covenants, restrictions and reservations shall inure to
the benefit of, and bind, each and every successor, assign or successor in interest of the parties, including any heirs,
executors, administrators, transferees or any other person or entity claiming through the parties.

The Property is conveyed in accordance with, and subject to, (i} the Disposition and Development Agreement
(DDA) entered into by and between Grantor and Grantee on ___, 2013.

1. The Grantee covenants and agrees that the Property shall be devoted only to the uses specified in the applicable
provisions of the United States Department of Housing and Urban Development Use Agreement, this Deed and any
and all instruments recorded pursuant to the Disposition and Development Agreement, including such Agreement,
duly recorded by Grantor and affecting the Property. Grantee hereby covenants and agrees that the Grantee, such
successors and such assigns shall rehabilitate, use, and maintain the Property as follows: residential units available
for rent by the general public and containing not less than the following number of units: 76, of which one will be a
manager unit; affordable to tenants having an income of not more than 80% of the Average Median Income as
determined by the United States Department of Housing and Urban Development.

2. Grantee acknowledges and agrees that the Property shall be subject to the Use Agreement as recorded against
the Property.

2.1. As provided in the DDA, Grantee shall promptly commence and complete development of the Property in
accordance with plans and specifications approved by Grantor. Rehabilitation of improvements and redevelopment
of the Property (the "Improvements") required by the DDA shall commence and be prosecuted diligently to
completion at the time specified in, and subject to the terms of, the DDA.

2.2. Grantee shall maintain the Improvements and any other improvements on the Property in good condition
and order, shall keep the Property free from accumulation of debris and waste materials and shall permit no action or
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inaction on the Property such that the Property detracts from the surrounding neighborhood in any substantial
manner.

2.3. All obligations imposed upon Grantee herein shall bind any and all successors of Grantee; provided,
however, that upon sale or conveyance of the Project, the party selling or conveying shall be relieved of any such
obligation to the extent that such obligation arises after the date of sale or conveyance.

3. Grantee covenants and agrees that prior to recordation of any Certificate of Completion for the Property:

3.1. The Grantor shall have the additional right, at its option, to re-enter and take possession of the Property and
all improvements on the Property and to terminate and revest the Property in the Grantor if the Grantee or its
successors in interest shall, in accordance with and subject to the terms of the DDA:

3.1.1. TFail to commence or complete the construction of the Improvements when required by the DDA and
after sixty days written notice from the Grantor of Grantee's failure to timely commence or complete rehabilitation,
provided that the Grantee shall not have obtained an extension or postponement to which Grantee may be entitled or
that Grantee or Grantee's lender, or limited partner for the project have commenced and are diligently proceeding to
cure such default; or

3.1.2. Abandon or substantially suspend construction or rehabilitation of the Improvements for more than
sixty days after written notice from the Grantor to continue such construction, provided that Grantor shall not have
obtained an extension or postponement to which Grantee may be entitled or that Grantee or Grantee's lender, or
limited partner for the Project have commenced and are diligently proceeding to cure such default; or

3.1.3. Transfer, or suffer any involuntary transfer, of all or any part of, or interest in, the Property, in
violation of the DDA or this Grant Deed.

3.2. The right to re-enter, repossess, terminate and revest shall be subject to and be limited by and shall not
defeat, render invalid, or limit:

3.2.1. Any mortgage,, deed of trust or limited partner permitted by the DDA or this Deed and duly
approved by the Grantor; or

3.2.2. Any rights or interests provided for the protection ot the holders of such mortgages or deed of trust.

3.2.3. The limited partner of Grantee for the Project shall have the same rights to notice and cure herein as
the holders of such mortgages or deeds of trust.

3.3. The right to re-enter, repossess, terminate and revest with respect to the Property shall terminate when the
Certificate of Completion has been recorded by the Grantor.

3.4, In the event title to all or any part of the Property is revested in the Grantor as provided in this Section 0,
the Grantor shall, pursuant to its responsibilities under California Law, use its best efforts to resell the Property or
part as soon and in such manner as the Grantor shall find feasible and consistent with the objectives of such law to a
qualified and responsible party or parties (as determined by the Grantor) who will assume the obligation of making
or completing the Improvements or such other improvements in their stead as shall be satisfactory to the Grantor and
in accordance with the uses specified for such Property or part in the Redevelopment Plan. Upon such resale of the
Property the proceeds thereof shall be applied as follows:

3.4.1. First, the Grantor shall be reimbursed, on its own behalf or on behalf of the City of Sacramento,
California for all costs and expenses incurred by the Grantor, including but not limited to salaries of personnel
incurred in connection with the recapture, management and resale of the Property or part (but less any income
derived by the Grantor from the Property in connection with such management}; all taxes, assessments, and water
and sewer charges with respect to the Property or part (or, in the event the Property is exempt from taxation,
assessment or such charges during the period of Grantor's ownership thereof, an amount equal to such taxes,
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assessments or charges as determined by the assessing official as would have been payable if the Property were not
exempt); any payments made or necessary to be made to discharge any encumbrances or liens existing on the
Property or part at the time of revesting of title in the Grantor or to discharge or prevent such encumbrances or liens
from attaching or being made by any subsequent successors or transferees; any expenditures made or obligations
incurred with respect to the completion of the Improvements; and any amounts otherwise owed to the Grantor by the
Grantee and its successors or transferee except with respect to loans from Grantor to Grantee as evidenced by loan
documents; and

3.4.2. Second, to the extent possible, the Grantee shall be reimbursed in an amount not to exceed the sum of
(1) the Purchase Price paid to the Grantor by the Grantee for the Property (or allocable to the part thereof); (2) the
costs incurred for the development of the Property and for the improvements existing on the Property at the time of
the reentry and repossession, (3) less any gains or income withdrawn or made by the Grantee from the Property or
the Improvements; and

3.4.3. Third, any balance remaining after such reimbursements shall be retained by the Grantor.

3.4.4, To the extent that this right of reverter involves a forfeiture, it must be strictly interpreted against the
Grantor, the party for whose benefit it is created. This right of reverter shall, however, be interpreted in light of the
fact that the Grantor is by this deed conveying the Property to the Grantee for development and not for speculation
in undeveloped land and that such development is a material element of the consideration received by Grantor for
the Property.

4. The Grantee covenants and agrees that:

4.1, There shall be no discrimination against or segregation of any person on the basis of sex, race, color,
religion, ancestry, national origin, disability, medical condition, marital status, language proficiency or sexual
orientation or gender identity, in the sale, lease, or rental or in the use or occupancy of the Property. Grantee
covenants by and for itself, its successors and assigns, and all persons claiming under or through them that there
shall be no discrimination against or segregation with reference to the selection, location, number, use or eccupancy
of tenants, lessees, subtenants, sublessces, or vendees in the Property. Grantee covenants by and for himself, his
heirs, executors, administrators, and assigns, and all persons claiming under or through them that there shall be no
discrimination against or segregation with reference to the selection, location, use or occupancy of tenants, lessees,
subtenants, sublessees, or vendees in the Property. The foregoing covenants shall run with the land.

4.2. All advertising (including signs) for sale and/or rental of the whole or any part of the Property shall include
the legend "Equal Opportunity Houser" in type or lettering of easily legible size and design. The word "Project” or
"Development” may be substituted for the word "Housing" where circumstances require such substitution.

5. No violation or breach of the covenants, conditions, restrictions, provisions or limitations contained in this
Grant Deed shall defeat or render invalid or in any way impair the lien or charge of any mortgage or deed of trust
made in good faith and for value; provided, however, that any subsequent owner of the Property shall be bound by
such remaining covenants, conditions, restrictions, limitations and provisions, whether such owner's title was
acquired by foreclosure, deed in lieu of foreclosure, trustee's sale or otherwise.

6.  All covenants contained in this Deed shall be covenants running with the land and equitable servitudes thereon.
The covenants contained in Section 3 of this Deed shall terminate upon issuance of a Certificate of Completion for
the Property. Every covenant contained in this Deed not previously terminated shall terminate thirty (30) years from
the date of recordation in the official records of Sacramento County, except that the covenants against discrimination
contained in Section 4 of this Grant Deed shall remain in perpetuity.

7. All covenants without regard to technical classification or designation shall be binding for the benefit of the
Grantor, its successors and assigns, the City of Sacramento, California, any successor in inferest to the Property, the
owner of any other land (or of any interest in such land} in Project which is subject to the covenants against
discrimination contained in Section 4.1 shali be binding for the benefit of the Grantor, the City of Sacramento and
the United States of America and such covenants shall run in favor of the Grantor, the City of Sacramento and the
United States of America, for the entire period during which such covenants shall be in force and effect, without

Disposition and Development Agreement 291



Exhihit B: Disposition and Development Agreement

regard to whether the Grantor or the City of Sacramento, is or remains an owner of any land or interest therein to
which such covenants relate. The Grantor, in the event of any breach of any such covenant, and the City of
Sacramento (and the United States of America, in the event of any such breach of the covenants in Section 4), shall
have the right to exercise all the rights and remedies, and to maintain any actions at law or suits in equity or other
property proceedings to enforce the curing of such breach against Grantee, its successors to and assigns of the
Property or any part or interest in the Property, any subcontracting party or parties or other transferees under the
DDA, and any party in possession or occupancy of all or any part of the Property.

8. Both before and after issuance of a Certificate of Completion, the Grantor and Grantee and their successors and
assigns only shall have the right to mutually consent and agree to changes in, or to eliminate in whole or in part, any
of the covenants, easements, or other restrictions contained in this Deed or to subject the Property to additional
covenants, casements, or other restrictions, and Grantor and Grantee may do so without the consent of any tenant,
lessee, easement holder, licensee, or any other such person or entity having any interest less than a fee in the
Property other than lenders with loans secured by the Property.

9.  The covenants contained in this Deed shall not be construed as conditions which might result in forfeiture of
title, except for the covenants and conditions contained in Section 3 of this Grant Deed.

10. Prompily after the issuance of a Certificate of Occupancy from the City of Sacramento Building Department
and completion of the Improvements in accordance with the provisions of the construction plans approved pursnant
to the DDA and fulfillment of the related obligations of the Grantee under the DDA, the Grantor shall furnish the
Grantee with an appropriate instrument (the "Certificate of Completion") certifying such completion and stating that
the Certificate of Completion shall be a conclusive determination of satisfaction and termination of the agreements
and covenants in the DDA and in this Deed obligating the Grantee with respect to the construction of the
Improvements and the dates for beginning and completion thereof.

With respect to such individual parts or parcels of the Property which, if so provided in the DDA, the Grantee may
convey ot lease as the Improvements thereon are completed, the Grantor shall also, upen proper completion of the
Improvements relating to any such part or parcel and prior to such conveyance or lease, issue a Certificate of
Completion with regard to such part of parcel. Such certification shall mean and provide (1) that any party
purchasing or leasing such individual part or parcel with required authorization shall not (because of such purchase
or lease)} incur any obligation with respect to the construction of the Improvements relating to such part or parcet or
to any other part or parcel of the Property; and (2} that neither the Grantor nor any other party shall thereafier have
or be entitled to exercise with respect to any such individual part or parcel so sold (or, in the case of lease, with
respect to the Jeasehold interest) any rights or remedies or controls that it may otherwise have or be entitled to
exercise with respect to the Property as a result of a default in or breach of any provisions of the DDA or of this
Deed by the Grantee or any successor in interest or assignee, unless (i) such default or breach be by the purchaser or
lessee, or any successor in interest to or assignee of such individual part or parcel with any other of the covenants
contained and referred to in this Deed and the Regulatory Agreements and (ii) the right, remedy or control relates to
such default or breach.

The Certificate of Completion shall be in a form acceptable for recordation in the proper office for the recordation of
deeds and other instruments pertaining to the Property. If the Grantor shall refuse or fail to provide the Certificate of
Completion, the Grantor shall, within thirty (30) days after written request by the Grantee provide the Grantee with a
written statement, indicating in what respects the Grantee has failed to duly complete said Improvements and what
measures or acts will be necessary, in the opinion of the Grantor, for the Grantee to take or perform in order to
obtain such certification.

11. The Grantor certifies that Grantor has complied with all conditions precedent to the valid execution and delivery
of this Deed required on its part and that all things necessary to constitute this Deed and its valid, binding and legal
agreement on the terms and conditions and for the purposes set forth herein have been done and performed and have
happened, and that the execution and delivery of this Deed on its part have been and are in all respects authorized in
accordance with law. The Grantee similarly certifies with reference to its execution and delivery of this Deed.

IN WITNESS WHEREOF, the Grantor and the Grantee have caused this instrument to be executed on their behalf
by their respective and duly authorized officers, on the following dates, effective as of ,2013.
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GRANTOR:
HOUSING AUTHORITY OF THE CITY OF SACRAMENTC

LaShelle Dozier
Executive Director

Date:

APPROVED:

Agency Counsel

Grantee hereby accepts, concurs in and agrees to all the covenants, conditions, easements, reservations and
restrictions set forth in this Grant Deed.

(GRANTEE:
WASHINGTON PLAZA HOUSING ASSOCIATES, L.P.
a California limited partnership

By: Washington Plaza Housing Associations LLC,
a California limited liability company, its general partner

By: Winfield Hill, Inc.,
a California public nonprofit public benefit corporation
Its managing member

By:
Name:

Its:

BY: Sacramento Housing Authority Repositioning Program, Inc.
a California nonprofit public benefit corporation

a member

By:

James Shields, President
Date:

Date:

[NOTARIZED ACKNOWLEDGEMENTS]
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EXHIBIT "1"

That certain real property situated in the City of Sacramento, County of Sacramento, California, described as
follows:
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Exhibit 5: HUD Use Agreement

RECORDING REQUESTED BY
AND WHEN RECORDED MAIL TO:

Housing Authority of the City of Sacramento, California
801 12th Street
Sacramento, CA 95814

Atin: Executive Director

NO FEE REQUIRED
PER GOVERNMENT CODE SECTION 27383

(SPACE ABOVE THIS LINE FOR RECORDER’S USE)
USE AGREEMENT

This Use Agreement (this "Agreement™) dated as of November __, 2013, is by and between the HOUSING
AUTHORITY OF THE CITY OF SACRAMENTO, CALIFORNIA, a public body, corporate and politic organized
under the laws of the state of California ("PHA"), with a mailing address of 801 12th Street, Sacramento, CA 95814,
Attention: Executive Director and WASHINGTON PLAZA HOUSING ASSOCIATES, L.P., a California limited
partnership ("Lessee"), with an address of , Sacramento, CA , Attention: Executive
Director.

RECITALS

WHEREAS, PHA owned and operated 76 dwelling units in one (1) dwelling building formerly known as
Washington Plaza on 0.45 acres of underlying land, as more particularly described in the attached Exhibit A(the
"Disposition Property"}, as low-rent public housing with financial assistance provided by HUD under the U.S.
Housing Act of 1937, as amended, 42 U.S.C. 1437 et. seq. (the "Act™);

WHEREAS, PHA is the fee owner of the Disposition Property;

WHEREAS, PHA has requested HUD approval of the ground lease of the Disposition Property and the sale
of the improvements located thereon to Lessee, and HUD, as documented in that certain letter from HUD to PHA
dated October _ , 2013 (the "Approval Letter") attached hereto as Exhibit B and incorporated herein, agreed to
such ground lease and sale on the terms and conditions set forth in (i) the Approval Letter, (ii) that certain
Disposition Agreement dated as of November ____, 2013, between HUD, PHA and the Sacramento Housing
Authority Repositioning Program, Ine., a California nonprofit public benefit corporation (the "Disposition
Agreement") and (iii) this Agreement, including, without limitation, the condition that seventy-five (75) dwelling
units on the Disposition Property ("Required Units") are operated exclusively as housing units for families whose
incomes do not exceed 80% of the area median income (the "Use Requirement™) for a peried of not less than thirty
(30) years from the date this Agreement is recorded in the official records of the county where the Disposition
Property is located (the "Restricted Period");

WHEREAS, PHA has entered into that certain ground lease of even date herewith with Lessee for the
Disposition Property, a memorandum of which will be recorded against the Disposition Property concurrently
herewith; and

WHEREAS, as a condition of the Approval Letter, the parties are obligated to enter into this Use
Agreement on the terms and conditions hereinafter provided.

AGREEMENT
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NOW THEREFORE, in consideration of the foregoing recitals, each of which is incorporated herein by
reference, and the promises and covenants herein set forth and other good and valuable consideration, the receipt
and sufficiency of which are hereby acknowledged, the parties hereby agree as follows:

1. Lessee, for itself and for its successors and assigns, hereby covenants and agrees
to develop, operate and maintain the Required Units in strict conformance with the Use
Requirement for the duration of the Restricted Period.

2. The following will not constitute a breach of the Use Requirement:

a. It shall not constitute a breach of the Use Requirement if one or more of
the Required Units arc left vacant for a period (i) while one tenant is moving out and before
another has moved in, (ii) while waiting for a new qualifying tenant in the event there are none
immediately available to move in after the previous qualifying tenant vacates, or (iii) while the
unit is being renovated or repaired.

b. In the event one or more of the Required Units are damaged or destroyed
by fire or other casualty, cessation of the use of the unit or units in conformance with the Use
Requirement during the period of repairs or reconstruction shall not constitute a breach of the
Use Requirement; provided (i) Lessee uses commercially reasonable efforts to cause the units to
be repaired or restored to substantially the same condition as existed prior to the event causing
damage or destruction, (ii) the units are actually repaired or restored within eighteen (18) months
after the date of the casualty, or such longer period as may be approved by HUD in writing, such
approval not to be unreasonably withheld, conditioned, or delayed, and (iii) the units are
thereafter operated in accordance with the Use Requirement for the remainder of the Restricted
Period.

c. In the event one or more of the Required Units are taken for any public or
quasi-public use under governmental law, ordinance or regulation, or by right of eminent
domain, or by private purchase in lieu thereof (a "Taking"), or if any other portion of the
property in which one or more Required Units are located, which property is necessary for a
tenant’s occupancy of a Required Unit, has been subject to a Taking, cessation of the use of a
unit or units in conformance with the Use Requirement resulting from a Taking shall not
constitute a breach of the Use Requirement; provided (i) Lessee applies funds received as a result
of the Taking of the Restricted Unit(s) for the acquisition and development of other residential
units that will be operated in accordance with the Use Requirement, (ii) the new units are
acquired or developed within two years after the date of the Taking, or such longer period as may
be approved by HUD in writing, such approval not to be unreasonably withheld, conditioned or
delayed, and (iii) the new units are thereafter operated in accordance with the Use Requirement
for the remainder of the Restricted Period.

3 In the event the Use Requirement ceases to be satisfied prior to the expiration of
the Restricted Period:
a. PHA shall give written notice of the failure to Lessee (a "Notice of

Violation"), which Lessee shall have one hundred twenty (120) days to cure. PHA agrees to
give to (i) the beneficiary of any deed of trust encumbering the Disposition Property, and its
successors or assigns (a "Holder") and (ii) the one or more special limited partners and investor
limited partners of Lessee, and their successors or assigns (the "Special and Investor Limited
Partners") (collectively, the "Project Financiers™), a written copy of any Notice of Violation
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that PHA may give to Lessee under this Agreement. No notice or demand under this Agreement
shall be effective unless a copy of such notice is given to the Project Financiers. Any Notice of
Violation shall describe the violation of the Agreement with reasonable detail. Project Financiers
shall have the right, but not the obligation, to cure any breach or default within one hundred
twenty (120) days after receipt of such notice.

b. If a Notice of Violation is incapable of being cured within such one
hundred twenty (120) day period, each Project Financier shall have such additional time as may
be approved by HUD in writing, such approval not to be unreasonably withheld, conditioned or
delayed, to cure such violation. Any cure tendered by a Project Financier shall be accepted by
the PHA or HUD as if tendered by the Lessee.

c. Any notice, pursuant to this Agreement, given to the Project Financiers
hereunder shall be sent to the addresses set forth below or to such additional Special or Investor
Limited Partners who record a request to receive notice and provide a mailing address to which
the notice shall be sent under this Agreement:

Holder: Bank of America, N.A.
CA4-70202-29
2001 Clayton Road, 2nd Floor
Concord, CA 94520
Attention: Loan Administration Manager

ILP: Merritt Community Capital Fund XVI, L.P.
¢/o Merritt Community Capital Corporation
1970 Broadway, Suite 250
QOakland, California 94612
Attention: Bernard T. Deasy

Special Limited Partner: May be designated in the future by notice to the PHA

d. If, after written Notice of a Violation has been provided as required by this
Agreement, the failure is not corrected to the satisfaction of PHA within the prescribed amount
of time, PHA may declare a default under this Agreement (an "Event of Default") without
further notice. In case of an Event of Default, to the extent permitted by applicable law, PHA
shall have the right to seek specific performance of the Use Requirement and/or to enjoin any
violation of the Use Requirement in a court of competent jurisdiction. The right to specific
performance and injunction shall be in addition to all other remedies available under statute, at
law and in equity.

4, "PHA" means the Housing Authority of the City of Sacramento, California, a
public body corporate and politic organized under the laws of the State of California and/or its
successors and assigns. No party other than PHA shall exercise the rights and privileges
reserved herein to PHA unless such party shall receive and record in the official records of the
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County where the Disposition Property is located a written assignment of all or a portion of such
rights, privileges and obligations.

5. Recordation of this Agreement shall constitute the agreement by Lessee, for its
successors and assigns, to be bound by and to comply with the restrictions set forth in this
Agreement. The benefits and burdens of this Agreement touch and concern and run with the
land and are binding upon and shall inure to the benefit of the respective successors and assigns
of the parties to this Agreement. Wherever the term "Lessee"” is used herein such term shall be
construed to include Lessee’s successors and assigns in title to the Disposition Property.

6. Upon the expiration of the Restricted Period, the Use Requirement shall cease and
terminate and the Disposition Property shall be deemed released of the Use Requirement and this
Agreement without the requirement of any further writing between the parties. Notwithstanding
the foregoing, upon expiration of the Restricted Period, PHA agrees to execute and deliver to
Lessee such documents as Lessee shall reasonably request releasing and confirming the release
of the Use Requirement and this Agreement from title to the Disposition Property and clearing
title to the Disposition Property from any cloud created by the Use Requirement or this
Agreement.

7. All notices under this Agreement shall be in writing and shall be served by (a}
personal service or receipted courier service, (b) by registered or certified first class mail, return
receipt requested, or (c) nationally-recognized overnight delivery service, addressed to PHA or
Lessee, as appropriate, at the addresses for such parties set forth in the initial paragraph of this
Agreement and with a courtesy copy provided to HUD at 600 Harrison Street, Third Floor, San
Francisco, CA, 94107. Any notice or other communication sent pursuant to clause (a) hereof
shall be deemed received upon such personal service, if sent pursuant to clause (b) shall be
deemed received five (5) days following deposit in the mail and/or if sent pursuant to clause {c)
shall be deemed received the next succeeding business day following deposit with such
nationally recognized overnight delivery service. Either party may change its address by notice
given in accordance with this Section 7.

8. The invalidity of any clause, part or provision of this Agreement shall not affect
the validity of the remaining portions thereof.

9. This Agreement may be executed in any number of original counterparts, all of
which evidence only one agreement, and only one of which need be produced for any purpose.

10.  The terms and provisions of this Agreement shall be construed and enforced in
accordance with the laws of the State of California.

11.  Lessee shall reimburse PHA for all reasonable attorneys’ fees and expenses
reasonably incurred by PHA in connection with the enforcement of PHA’s rights under this
Agreement, including, but not limited to, all such fees and expenses for trial, appellate
proceedings, out-of-court workouts, mediation, and settlements and for enforcement of rights
under any state or federal statute, including, but not limited to, all such fees and costs relating to
bankruptcy and insolvency proceedings such as in connection with seeking relief from stay in a
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bankruptcy proceeding or negotiating and documenting any amendment or modification of this
Agreement.

12. Notwithstanding anything to the contrary set forth in Section 5 above, in no event
shall the Holder or any other purchaser at foreclosure have any liability for sums due and payable
under this Agreement prior to its acquisition of title to the Disposition Property.

13.  Notwithstanding anything to the contrary set forth in this Agreement, this

Agreement shall extend to and be binding upon Holder only in the event and after Holder
acquires ownership of the Disposition Property.

[This space intentionally left blank. ]
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IN WITNESS WHEREOF, by their duly anthorized signatures below, the Parties hereto enter into this Agreement as
of the date first above written.

PHA:

HOUSING AUTHORITY OF THE CITY OF SACRAMENTO, a public body corporate and politic

By:
La Shelle Dozier, Executive Director
STATE OF CALIFORNIA )
COUNTY OF D
On , 2013 before me, , Notary Public, personally
appeared , Who proved to me on the basis of satisfactory

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

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

WITNESS my hand and official seal.

Signature ~ {Seal)

LESSEE:

WASHINGTON PLAZA HOUSING ASSOCIATES, L.P.,

a California limited partnership

By: Winfield Hill, Inc., a California public nonprofit public benefit corporation its managing member

BY:
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Name:
Its:

By: Sacramento Housing Authority Repositioning Program, Inc.
a California nonprofit public benefit corporation
a member

By:

James Shields, President

STATE OF CALIFORNIA )

COUNTYOF )

On , 2013, before me, , Notary Public, personally
appeared , who proved to me on the basis of satisfactory

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

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

WITNESS my hand and official seal.

Signature _(Seal)

STATE OF CALIFORNIA )

COUNTY OF )

On , 2013, before me, , Notary Public, personally
appeared , who proved to me on the basis of satisfactory

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

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

WITNESS my hand and official seal.

Signature (Seal)
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EXHIBIT A
LEGAL DESCRIPTION OF DISPOSITION PROPERTY

The land referred to in this Report is situated in the County of Sacramento, City of Sacramento, State of California,

and is described as follows:

APN:
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EXHIBIT B
APPROVAL LETTER
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Exhibit 6: Ground Lease

LEASE

By and Between

THE HOUSING AUTHORITY OF THE CITY OF SACRAMENTO,

and

WASHINGTON PLAZA HOUSING ASSOCIATES, L.P

[DATE]
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LEASE
{(HACS to Washington Plaza Housing Associates, LP)

THIS Lease (the "Lease") is entered into as of , 2013, (the "Effective Date") by and
between THE HOUSING AUTHORITY OF THE CITY OF SACRAMENTO, a public body, corporate and politic
(the " Authority") and WASHINGTON PLAZA HOUSING ASSOCIATES, 1.P., a California limited partnership
("Lessee™).

RECITALS

A. The Authority is the owner of that certain real property in Sacramento, California, and more
particularly described in the attached Exhibit A (the "Leased Premises”) and the improvements thereon.

B. The Authority formerly operated the Leased Premises and Improvements as public housing as that
term is defined in the United States Housing Act of 1937, 42. U.S.C.A. 1437 et seq.

C. The Authority applied to the United States Department of Housing and Urban Development
("HHUD"), pursuant to Section 18 of the United States Housing Act of 1937 (42 U.S.C.A. 1437p) and its
implementing regulations at 24 Code of Federal Regulation 970 et seq, for approval to dispose of the Leased
Premises and other public housing developments.

D. HUD granted the Authority approval to dispose of the Leased Premises on the condition that it
continues to be maintained as affordable housing and otherwise adheres to the requirements contained in the
disposition approval from HUD, the provisions of which are set forth in the October 24, 2013 letter from Ainars
Rodins, P.E., Director of the HUD Special Applications Center to LaShelle Dozier, the Authority's Executive
Director, attached as Exhibit B, and the October 24, 2013 Memorandum from Ainars Rodins to

, Director of HUD's Office of Public Housing, 9AHP, attached as Exhibit C {collectively, the
"HUD Disposition Approval").

E. This Lease conforms to the requirements of the HUD Disposition Approval.

F. Lessee is to rehabilitate approximately 75 units of affordable senior housing, one manager unit,
together with approximately 18,133 square footage of of common area including community/management space on
the Leased Premises.

G. The Authority desires to lease the Leased Premises to Lessee for a period of Ninety Nine (99)
years pursuant to the terms of this Lease, so long as Lessee complies with the terms of this Lease.

H. Capitalized terms which are referred to and utilized throughout this Lease are defined in Article 1
of this Lease.
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NOW, THEREFORE, for and in consideration of the foregoing premises, the covenants, representations,
warranties and agreements set forth herein, and other good and valuable consideration, the receipt and sufficiency of
which are hereby acknowledged, the Parties hereto agree as follows:

DEFINITIONS AND EXHIBITS

For purposes of this Lease, the following defined terms shall have the meanings given them in this Article

a Definitions.
The following terms shall have the following meanings in this Lease:

1"AMI" or Area Median Income as defined in this Section 1.1 means the median
gross yearly income adjusted for actual household size in Sacramento County, California, as
published from time to time by HUD.

i “Approved Financing” means all mortgage loans made by Authority to
Lessee and such other financing as Authority may approve. Approved Financing as of the date
hereof includes the following:

(1} A construction loan (the “Construction Loan™) from Bank Of
America, N.A. (“Bank™) in the approximate amount of Thirteen Million Seven Hundred Six
Thousand Dollars ($12,722,000) funded with tax-exempt bonds issued by Authority (the
"Bonds"), a portion of which shall be converted into a permanent loan from the Bank in the
approximate amount of (% )

(2) A permanent loan from Sacramento Housing and Redevelopment
Agency (SHRA) in the approximate amount of Three Million Million One Hundred Twenty
Thousand Dollars ($3,120,000) (the “Agency Loan™);

(3) An Affordable Housing Program loan, if obtained, in the amount
of Seven Hundred Fifty Thousand Dollars ($750,000);

4) A seller carryback loan from the Authority to the Lessee for the
purchase of the Improvements, in the amount of Five Million Four Hundred and Fifty Eight
Thousand Dollars ($5,458,000) (the “Seller Carryback Loan™).

(5) Low Income Housing Tax Credit/Investor equity funds in the
approximate amount of Nine Million Two Hundred Seventeen Thousand One Hundred and Forty
Dollars ($9,217,140), approximately One Million Two Hundred Thousand Dollars ($1,200,000)
of which will be provided during construction (the “Tax Credit Equity™).

i1l "Authority" means the Housing Authority of the City of Sacramento, and
its successors and assigns.

v “Bond Regulatory Agreement” means the regulatory agreement executed
by Authority and Lessee as required in connection with the issuance of the Bonds.

v "Casualty" has the meaning defined in Article 12 of this Lease.
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vi "CFR" means the Code of Federal Regulations.
vii "City" means the City of Sacramento, California.
viii “DDA” means that certain Disposition and Development Agreement

relating to the Development, by and between Authority and Lessee, dated as of December 1, 2013,
as it may have been amended by the parties.

ix "Effective Date" means the date first written above.

X "Existing Tenant" means any Tenant Household that occupies one of the
Units on the Effective Date.

xi "Fair Market Rent" means the rent, including utilities that would be

required to be paid in the City for decent, safe and sanitary housing, by unit size, as determined by
HUD and published in the Federal Register.

xii "HAP Contract" means a Housing Assistance Payment Contract provided
by the Authority in order to subsidize the Tenant Households' monthly rent.

xiii "Hazardous Materials" means any oil or any fraction thereof or petroleum
products or "hazardous substance” as defined in Section 101(14) of CERCLA (42 U.S.C. Section
9601(14) or Section 25281(d) or 25316 of the California Health and Safety Code at such time; any
"hazardous waste," "infectious waste" or "hazardous material” as defined in Section 25117,
25117.5 or 2550(j) of the California Health and Safety Code at such time; any other waste,
substance or material designated or regulated in any way as "toxic" or "hazardous" in the RCRA
(42 U.S.C. Section 6901 et seq.),CERCLA Federal Water Pollution Control Act (33 U.S.C.
Section 1521 et seq.), Safe Drinking Water (42 U.S.C. Section 3000(f) et seq.),Toxic Substances
Control Act (15 U.S.C. Section 2601 et seq.), Clean Air Act (42 U.S.C. Section 7401 et seq.)
California Health and Safety Code (Section 25100 et seq.), or California Water Code (Section
1300 et seq.) at such time; and any additional wastes, substances or materials which at such time
are classified, considered or regulated as hazardous or toxic under any other present or future
environmental or other similar laws relating to the Leased Premises, but excluding any substances
or materials used in the construction, development, maintenance or operation of the Leased
Premises, so long as the same are used in accordance with all applicable laws.

xiv "Hazardous Materials Law" means all federal, state, and local laws,
ordinances, regulations, orders and directives pertaining to Hazardous Materials in, on or under
the Leased Premises or any portion thereof.

XV "HUD" means the United States Department of Housing and Urban
Development.

Xvi "HUD Disposition Approval" means the approval referenced in Recital D
and collectively attached as Exhibit B and Exhibit C.
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Xvil “HUD Use Agreement” means the Use Agreement dated concurrently
herewith , between Authority and Lessec governing the Premises and recorded against the Leased
Premises and the Authority’s Estate, which is and shall be senior and in first position to this Lease
and all financing relating to the acquisition and rehabilitation of the Improvements and the lease
of the Premises

xviii  "Improvements" means the buildings, structures, and other improvements,
including the building fixtures therein, now or hereafter located on the Site leased pursuant to this
Lease.

Xix "Lease" means this ground lease between Authority and Lessee and shall
include any and all amendments made to this Lease.

XX "eased Premises" means that certain real property, not including the
Improvements thereon, located in the City, as more particularly described in Exhibit A attached
hereto and together with all and singular rights, easements, licenses, privileges and appurtenances
thereunto attaching or in any way belonging thereto.

xxi "Lease Term" means the Ninety Nine (99) year period during which this
Lease will be in effect as described in Section 2.2, unless earlier terminated as provided herein.

XXii "Lease Year" means a calendar year. The first Lease Year shall commence
on the date of this Lease and end on the following December 31, 2013. The last Lease Year shall
begin on January 1 of that year and end on the last day of this Lease.

xxili ~ "Leasehold Estate" means the estate held by Lessee pursuant to and
created by this Lease.

xxiv  "Leaschold Mortgage" means any mortgage, deed of trust, security
agreement or collateral assignment encumbering the Leasehold Estate created hereunder as a
leasehold mortgage lien.

XXV "Leasehold Mortgagee" means the holder, mortgagee, grantee or secured
party under any Leasehold Mortgage.

xxvi  "Lessee" means Washington Plaza Housing Associates, L.P., a California
limited partnership.

xxvii  “Memorandum of Lease” means the memorandum of the Lease to be
recorded against the Leased Premises in the official records of Sacramento County in the form
attached here to as Exhibit .

xxviii "Net Condemnation Award" means the net amounts owed or paid to the
Parties or to which either of the Parties may be or become entitled by reason of any Taking or
pursuant to any agreement with any condemning authority which has been made in settlement of
any proceeding relating to a Taking, less any costs and expenses incurred by the Parties in
collecting such award or payment.
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xxix  “Operating Expenses” shall mean actual costs, fees and expenses as
evidenced by invoices attributable to the operation, recordkeeping, maintenance, taxes and
management of the Project, including a property management fee initially ; $40,000 in calendar
year 2014 and escalating at three percent (3%) annually thereafter; taxes and assessments; payroll,
payroll taxes and benefits for property employees; insurance; security; painting, cleaning, repairs,
and alterations; landscaping; sewer charges; utility charges; advertising, promotion and publicity;
cable television, satellite and other similar services; office, janitorial, cleaning and building
supplies; recreational amenities and supplies; purchase, repair, servicing and installation of
appliances; costs and expenses associated with the provision of social and/or community services
to the residents of the Project; equipment, fixtures and furnishing; fire alarm monitoring; fees and
expenses of accountants, attorneys, consultants and other professionals. All Operating Expenses
must be included in the budget approved by the Authority.

XXX "Operating Revenues" means all cash income derived and actually
received from all the Units in the Improvements, and shall include, without limitation: 1) rent; 2)
payments pursuant to a HAP Contract; 3) receipts from laundry, parking or any other services for
which a fee is charged; and 4) insurance proceeds.

xxxi  "Party” means Authority or Lessce, as applicable. The Authority and
Lessee shall be referred to collectively as the "Parties."

xxxii  “Regulatory Agreements “ refers to the HUD Use Agreement, the SHRA
HOME Regulatory Agreement, any any other recorded restrictions related to the other Approved
Financing, inciuding the Bond Regulatory Agreement and the Tax Credit Restrict Covenant,
setting forth certain terms and conditions under which the Leased Premises will be operated.

xxxiii  “Rent” means the the rent from Lessee to the Authority as described in
Section 2.3, below.

xxxiv  “Senior Loan” means the permanent loan to Lessee from Bank of
America, N.A.

xxxv  "SHARP" means Sacramento Housing Authority Repositioning Program,
Inc., a California nonprofit public benefit corporation.

xxxvi "Taking" means during the Term hereof of all or any part of the Leased
Premises and/or the Improvements, or any interest therein or right accruing thereto, as a result of
the exercise of the right of condemnation or eminent domain or a change in grade materially
affecting the Leased Premises or any part thereof. A conveyance in lieu of or in anticipation of the
exercise of any such right of condemnation or eminent domain shall be considered a Taking. Any
such Taking shall be deemed to have occurred upon the earlier to occur of (a) the date on which
the property, right or interest so taken must be surrendered to the condemning authority, or (b) the
date title vested in a condemning authority or other party pursuant to any Taking.

xxxvii "Tenant Household" means any household authorized by Lessee to occupy
a Unit.
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xxxviii "Tenant Rent" means the Tenant Household's share of rent charged for a
Unit.
xxxix "Total Tenant Payment" has the meaning set forth in 24 CFR Part 5.628.

x1 "Units" means the residential units in the Improvements, excluding one
manager’s unit, which shall be occupied by the Tenant Households.

b Exhibits, The Exhibits referred to in this Lease and attached hereto are:
Exhibit A Leased Premises
Exhibit B October 24, 2013, letter from Ainars Rodins, P.E., Director of the HUD Special

Applications Center to La Shelle Dozier, the Authority's Executive Director

Exhibit C October 24, 2013 Memorandum from Ainars Rodins to , Director of
HUD's Office of Public Housing, 9AHP

Exhibit D Hazardous Materials Disclosure

LEASE OF THE LAND; RENTAL PROVISIONS
¢ Lease of the Land,

The Authority, for and in consideration of the covenants and agreements to be kept and performed by
Lessee, leases the Leased Premises to Lessee, and in consideration thereof, Lessee does take, hire and lease the
Leased Premises from the Authority pursuant to the terms of this Lease, Lessee or its designee shall operate the
Leased Premises in compliance with all applicable laws.

d Term.

The term of this Lease (the "Lease Term" or the "Term") shall commence on the Effective Date, and shall
continue from such date until the expiration of Ninety-Nine (99) years, unless earlier terminated in accordance with
this Lease.

e Rent.

Lessee shall pay the Authority rent in the amount of Three Hundred Ninety-two Thousand Dollars
($392,000). This one time rent shall be financed by Authority through this Ground Lease and repayment shall be
payable on an annual basis. The Authority will charge interest at the applicable federal rate to be fixed as of the date
of closing and compounded annually. Rent repayments are to begin in the first month of the first calendar year after
the Seller Carryback Loan for the acquisition of the improvements has been repaid in full. Such payments are based
upon and equal to “Residual Cash Flow,” meaning Revenue reduced by the following: (a) Operating Expenses; (b)
required deposits into replacement reserves maintained by the Borrower; (c) debt service and fees on the Senior
Loan and reserve deposits required under the Senior Loan; (d) asset management fee up to Five Thousand Dollars
($5,000) initially in the first year of operations after construction completion and closing of this Loan, and thereafter
increasing by no more than three percent (3%) annnally; (e) parinership management fee up to Twenty Thousand
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Dollars ($20,000) initially, thereafter increasing by no more than three percent (3%) annually; and (f) deferred
developer fee. Determination of the amount of Residual Cash Flow for the current year will be based on the annual
audited financial statement from the prior year. Payments will be first applied to accrued interest and then to the
$392,000.00 until repaid in full.

All unpaid ground rent shall be due and payable at Lease Term Maturity. All unpaid ground rent may also
be due upon sale of the Improvements or refinancing of the Improvements, unless prior written approval is obtained
from the Authority. .

THE IMPROVEMENTS

f Construction.

Lessee shall cause the commencement of rehabilitation of the Improvements within
thirty (30) days following recordation of the Memorandum of Lease. Lessee shall cause the
Improvements to be rchabilitated in substantial compliance with the construction plans and
specifications for the Improvements that have been previously approved by Authority pursuant to
the DDA. Any and all Improvements rehabilitated by or on behalf of Lessee shall be constructed
in a good and workman-like manner, in compliance with all applicable Legal Requirements,
including, without limitation, wage rates under the Davis Bacon Act (40 U.S.C.A. 276a 1
through 40 U.S.C.A. 276a 5), the requirements of the Approved Financing, and MBE & WBE
Requirements. Lessee shall take no action to effectuate any material amendments, modifications
or alterations to the plans and spectfications unless Authority has approved such in accordance
with the DDA.

g No Liens.

Lessee shall not have any right, anthority or power to bind Authority, Authority's fee interest in the Leased
Premises or any other interest of Authority in the Leased Premises, for any claim for labor or material or for any
other charge or expense, lien or security interest incurred in connection with the development, construction or
operation of the Improvements or any change, alteration or addition thereto. Lessee shall not have any right to
encumber Lessee’s Estate without the written consent of Authority, other than as set forth in the Preliminary Title
Report and other than with Leasehold Mortgages for Approved Financing, the Regulatory Agreements, utility
easements and other customary easements necessary and incidental to the development, construction and operation
of the Improvements, which easements are subject 1o the approval of Authority, which shall not be unreasonably
withheld.

The Lessee shall promptly pay and discharge all claims for work or labor done, supplies furnished or services
rendered at the request of the Lessee and shall keep the Leased Premises free and clear of all mechanics’ and
materialmen’s liens in connection therewith. If any claim of lien is filed against the Leased Premises or a stop
notice is served on the Authority or other third party in connection with the development, construction or operation
of the Improvements or any change, alteration or addition thereto, then Lessee shall, within thirty (30) days after
such filing or service, either pay and fully discharge the lien or stop notice, effect the release of such lien or stop
notice by delivering to the Authority a surety bond in sufficient form and amount, or provide the Authority with
other assurance satisfactory to the Authority that the claim of lien or stop notice will be paid or discharged, provided
that the Authority provides written notice of such claim of lien or stop notice to the Lessee promptly upon receipt by
the Authority.
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If Lessee fails to discharge any lien, encumbrance, charge, or claim in the manner required in this Section, then in
addition to any other right or remedy, the Authority may (but shall be under no obligation to) discharge such lien,
encumbrance, charge, or claim at Lessee's expense and, Lessee shall pay to the Authority as Additional Rent any
such amounts expended by the Authority within thirty (30) days after written notice is received from the Authority
of the amount expended. Alternately, the Authority may require Lessee to immediately deposit with the Authority
the amount necessary to satisfy such lien or claim and any costs, pending resolution thereof. The Authority may use
such deposit to satisfy any claim or lien that is adversely determined against Lessee.

Lessee shall file a valid notice of cessation or notice of completion upon cessation of construction on the
Improvements for a continuous period of thirty (30) days or more, except in the event such cessation of construction
is caused by adverse weather conditions, and shall take all other reasonable steps to forestall the assertion of claims
of lien against the Leased Premises. The Authority shall have the right to post or keep posted on the Leased
Premises, or in the immediate vicinity thereof any notices of non-responsibility for any construction, alteration or
repair of the Leased Premises by Lessee. Lessee authorizes the Authority, but without any obligation, to record any
notices of completion or cessation of labor, or any other notice that the Authority deems necessary or desirable to
protect its interest in the Leased Premises.

3.3 Permits, Licenses and Easements. Lessee shall be responsible for obtaining any and all
permits, licenses, easements and other authorizations required by any governmental authority with respect to any
construction or other work to be performed on the Leased Premises and to grant or cause to be granted all permits,
licenses, easements and other governmental authorizations that are necessary or helpful for electric, telephone, gas,
cable television, water, sewer, drainage, access and such other public or private utilities or facilities as may be
reasonably necessary or desirable in connection with the construction or operation of the Improvements. Lessee
shall be entitled, without separate payment to Authority for tap or connection fees, to tap into the existing lines,
facilities and systems of applicable electric, gas, cable, water, sewer, sewer treatment and other utilities serving the
Leased Premises, provided Lessee remains responsible for payment of such fees therefor as are required by the City.
Authority agrees to use Authority's reasonable efforts to assist Lessee to obtain waiver. reduction or deferral, as
applicable, of all fees and other charges otherwise payable in connection with obtaining any permits, licenses,
easements and other authorizations required by any Governmental Authority with respect to any construction or
other work to be performed on the Eeased Premises in connection with the Improvements.

h Title to Improvements.

i During the Term. Authority hereby grants to Lessee, without warranty
express or implied, any right, title, or interest that Authority has or may have in the Improvements
now or hereafter located on the Leased Premises which improvements are and shall remain real
property. Notwithstanding any provision in this Lease to the contrary, the Improvements and all
alterations, additions, equipment and fixtures built, made or installed by Lessee in, on, under or to
the Leased Premises or Improvements shall be the sole property of Lessee or its successors and/or
assigns and Lessee shall hold title to all such Improvements until the expiration of the Term or
other termination of this Lease; provided, however, that Lessee shall have no right to destroy,
demolish or remove the Improvements except as necessary to effect the rehabilitationof the
Project during the construction loan period and except as specifically provided for in this Lease or
as approved in writing by Authority. It is the intent of the parties hereto that this Lease shall
create a constructive notice of severance of the Improvements from the Leased Premises without
the necessity of a deed from Authority.
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ii After the Term. Upon the expiration of the Term or other termination of
the Lease, the Improvements and all alterations, additions, equipment and fixtures shall be deemed
to be and shall automatically become the property of Authority, without cost or charge to
Authority. Authority agrees that Lessee, at any time prior to the sixtieth (60th) day after the
expiration or other termination of this Lease, may remove from the Leased Premises any and all
equipment which Lessee has furnished for maintenance purposes or for the use of the management
agent, provided that Lessee shall repair any physical damage to the Leased Premises caused by the
removal of such equipment and property. Lessee agrees to execute, at the request of Authority at
the end of the Term, a quitclaim deed of the Improvements to Authority to be recorded at
Authority’s option and expense and any other documents that may be reasonably required by
Authority or Authority's title company to provide Authority title to the Leased Premises and the
Improvements free and clear of all monetary liens and monetary encumbrances not caused or
agreed to by Authority.

i Benefits of Improvements During Term. Authority acknowledges and agrees that
any and all depreciation, amortization, profits, losses, income and tax credits for federal or state tax purposes
relating to the Improvements located on the Leased Premises and any and all additions thereto, substitutions
therefor, fixtures therein and other property relating thereto shall be deducted or credited exclusively to Lessee
during the Term and for the tax years during which the Term begins and ends.

j Restrictions Applicable to Units. The Lessee shall, at all times throughout the
Term, comply with all applicable requirements of the Regulatory Agreements that are then encumbering Leasehold
Estate. To the extent applicable, in no event will any action be taken which violates Section 42(h)(6){E)ii) of the
U.8S. Internal Revenue Code of 1986, as amended, regarding prohibitions against evicting, terminating tenancy or
increasing rent of tenants for a period of three (3} years after acquisition of a building by foreclosure or deed-in-lieu
of foreclosure.

k Equal Opportunity. During the rehabilitation of the Improvements, Lessee shall not
discriminate against any person or group of persons on the grounds of race, color, creed, religion, sex, sexual
orientation or gender identity, marital status, disability, national origin, ancestry, language proficiency or age in the
hiring, firing, promoting or demoting of any person engaged in the construction work. Lessee shall comply with and
adhere to the covenants contained in the MBE & WBE Requirements, as set forth in Exhibit F.

AFFORDABILITY AND OCCUPANCY

1 Occupancy and Rent Requirements.

1 At a minimum, the Units shall be affordable to and occupied by households
having an income not greater than eighty percent (80%) of AMI at admission. Tenant Rent and the
Units shall continue to be affordable to and occupied by households having incomes no greater
than eighty percent (80%) of AMI at admission for the Term of this Lease.

m Section 8-HCV.

It is anticipated that Lessee will enter into a HAP Contract for the Leased Premises with the Authority
pursuant to which it will receive Project Based Vouchers, authorized by the United States Housing Act of 1937 (42
U.S.C.A. 1437(0)(13)), and implemented in accordance with the Authority Administrative Plan. Lessee agrees to
accept Project Based Vouchers or any equivalent rental subsidy if the Project Based Voucher program ceases to
exist, and apply for an extension of the term of the HAP Contract, so long as the occupancy and rent requirements of
Section 4.1 are in effect.
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Pursuant to the HAP Contract, the Authority will pay Lessee the difference between the Tenant Rent and
the rent to owner amount determined pursuant to 24 CFR Part 983.301, or any successor regulation.

Notwithstanding anything to the contrary herein, so long as there is a HAP Contract for the Leased
Premises, the amount of Tenant Rent payable by a Tenant Household eligible to receive Section 8 assistance shall be
determined pursuant to the Authority’s Section 8 Administrative Plan, the HAP Contract as a project based voucher
unit and applicable HUD regulations.

Nothing in this Lease shall limit the maximum amount payable to Lessee pursuant to any HAP Contract.

INCOME CERTIFICATION AND REPORTING

n Tenant Selection Plan.

Lessee, to the extent required under or in connection with the HAP Contract shall only lease Units to
households from the Authority's waiting lists or from a waiting list approved in writing by the Authority. Lessee
agrees to comply with all federal rules that apply to the Authority's Project-Based Section 8 program, including
those regarding income targeting. Authority agrees and acknowledges that the Units shall also be leased in
accordance with and subject to Section 42 of the Internal Revenue Code and a regulatory agreement to be entered
into with the California Tax Credit Allocation Committee for the term of that regulatory agreement.

0 Income Certification.

Lessee shall insure that Tenant Households are income certified consistent with the requirements provided
to it by the Authority.

p Annual Report to the Authority.

Lessee shall submit to the Authority not later than the fifteenth (15th) day afier the close of each fiscal year
of the Lessee, or such other date as may be requested by the Authority, a statistical report, including income,
occupancy, rent, and work order data for all Units, or as otherwise requested by the Authority.

q Additional Information.

Lessee shall provide any additional information reasonably requested by the Authority or HUD. The
Authority and HUD shall have the right, upon reasonable notice during regular business hours, to examine and make
copies of all books, records or other documents of Lessee which pertain to any of the Leased Premises.

T Tenant Records.

i Lessee shall keep and maintain in accordance with generally accepted accounting
principles consistently applied, complete, accurate and current records pertaining to the Leased
Premises, and shall permit any duly authorized representative of the Authority or HUD to inspect
records, including records pertaining to income and household size of Tenant Households, and
rent charged Tenant Households. All Tenant lists, applications and waiting lists relating to the
Leased Premises shall at all times be kept separate and identifiable from any other business of
Lessee and shall be maintained as required by the Authority, in a reasonable condition for proper
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audit and subject to examination during business hours by representatives of the Authority or
HUD. The Authority shall retain copies of all materials obtained or produced with respect to
occupancy of the Units for a period of at least five (5) years after creation.

i The Authority shall notify Lessee of any records it deems insufficient.
Lessee shall have fifteen (15) calendar days after the receipt of such a notice to correct any
deficiency in the records specified by the Authority in such notice, or if a period longer than
fifteen (15) days is reasonably necessary to correct the deficiency, then Lessee shall begin to
correct the deficiency within fifteen (15) days and correct the deficiency as soon as reasonably
possible.

] On-Site Inspection.

The Authority shall have the right to perform an on-site inspection of the Leased Premises at least one (1)
time per year to verify compliance with the requirements of this Lease. Lessee agrees to cooperate in such
inspection, If the Authority desires to inspect the interior of the residential units, the Authority shall give Lessee
sufficient notice to allow Lessee to provide state law required notice to Tenant Households.

PROPERTY MANAGEMENT AND MAINTENANCE; RESERVES

t Management Responsibilities.

Lessee is responsible for all management functions with respect to the Leased Premises, including without
limitation the selection of tenants, certification and recertification of household size and income, evictions,
collection of rents and deposits, maintenance, landscaping, routine and extraordinary repairs, replacement of capital
items, and sccurity. Lessee shall contract with the Authority to manage the Leased Premises, or, upon approval of
the Authority in its sole discretion, retain a professional property management company approved by the Authority
in its reasonable discretion to perform: the property management duties hereunder. The Authority shall have no
responsibility over management of the Leased Premises unless pursuant to a separate contract for management
between the Parties. The rental subsidy programs for the Leased Premises shall be administered in accordance with
the Authority's Section 8 Administrative Plan,

u Management Agent; Periodic Reports.

If the Authority directs or agrees upon request of Lessee, to allow for the management of the Leased
Premises, by other than the Authority, then management shall be by an experienced management agent acceptable to
the Authority, with demonstrated ability to operate residential facilities like the Leased Premises in a manner that
will provide decent, safe, and sanitary housing (as approved, the "Management Agent"). Lessee shall submit for the
Authority's approval the identity of any proposed Management Agent. Lessee shall also submit such additional
information about the background, experience and financial condition of any proposed Management Agent as is
reasonably necessary for the Authority to determine whether the proposed Management Agent meets the standard
for a qualified Management Agent set forth above. If the proposed Management Agent meets the standard for a
qualified Management Agent set forth above, the Authority shall approve the proposed Management Agent by
notifying Lessee in writing.
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v Performance Review.

The Authority reserves the right to conduct an annual {or more frequently, if deemed necessary by the
Authority) review of the management practices and financial status of the Lessee and the Leased Premises. The
purpose of each periodic review will be to enable the Authority to determine if the Leased Premises are being
operated and managed in accordance with the requirements and standards of this Lease. Lessee shall cooperate with
the Authority in such reviews.

w Replacement of Management Agent.

If, as a result of a periodic review, the Authority determines in its reasonable judgment that the Leased
Premises are not being operated and managed in accordance with any of the material requirements and standards of
this Lease, the Authority shall deliver notice to Lessee of its intention to cause replacement of the Management
Agent, if other than the Authority, including the reasons therefor. Within fifteen (15) days of receipt by Lessee of
such written notice, the Authority's staff and Lessee shall meet in good faith to consider methods for improving the
financial and operating status of the Leased Premises, including, without limitation, replacement of the Management
Agent.

If, after such meeting, the Authority's staff recommends in writing the replacement of the Management
Agent, Lessee shall promptly dismiss the Management Agent consistent with the approved property management
contract, and shall appoint as the Management Agent a person or entity meeting the standards for a Management
Agent set forth in Section 6.2 above and approved by the Authority’s pursuant to Section 6.2 above.

Any contract for the operation or management of the Leased Premises entered into by Lessce shall provide
that the contract can be terminated as set forth above. Failure to remove the Management Agent in accordance with
the provisions of this Section shall constitute an Event of Default under this Lease.

X Approval of Management Policies.

The Authority shall provide written management policies, including policies related to the selection of
Tenant Households, with respect 1o the Leased Premises to Lessee. Any changes to such policies shall be as
provided by the Authority or, if any changes are requested by Lessee, they must be approved in writing by the
Authority, in its sole discretion.

y Property Maintenance.

Lessce shall maintain the interior and exterior of all Improvements, including landscaping, in good
condition and repair (and, as to landscaping, in a healthy condition) and in accordance with all applicable laws,
rules, ordinances, orders and regulations of all federal, state, county, municipal, and other governmental agencies
and bodies having or claiming jurisdiction over the Property and all their respective departments, bureaus, and
officials.

The Authority places prime importance on quality maintenance to ensure that the Leased Premises are not
allowed to deteriorate due to below-average maintenance. Normal wear and tear of the Leased Premises will be
acceptable to the Authority so long as Lessee makes all repairs and replacements necessary to keep the
Improvements in good condition and repair.
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Lessee shall be responsible for the cost of the following utilities: water and sewer, common area electricity
and waste removal supplied to the Leased Premises. Subject to Section 8.2(d), Lessee shall pay or cause same to be
paid currently and as due.

z Authority's Approval.

Any repairs, alterations or replacements to the Leased Premises, after the recording of the Lessee’s Notice
of Completion for the rehabilitation anticipated to cost in excess of Twenty-Five Thousand Dollars ($25,000) must
be approved in advance by the Authority.

aa Replacement Reserve.

Lessee shall establish and maintain a Replacement Reserve ("Replacement Reserve") until the termination
of this Lease. The Replacement Reserve shall be funded by deposits in the amount of at least Three Hundred Dollars
($300) per unit per year or such greater amount as required by Senior Lender or investor limited partner, due on the
first day of each month. The Authority may adjust, at any time, the amount of the monthly payments to be made
into the Replacement Reserve as necessary to, in its sole discretion, keep pace with increases in the costs of
replacing structural elements and equipment of the Leased Premises. The Replacement Reserve shall be used upon
the Authority's written approval to replace major structural elements or equipment of the Leased Premises or for any
other purpose consistent with maintaining the financial and physical integrity of the Improvements.

bb Operating Reserve.

Lessee shall establish and maintain an Operating Reserve funded by an initial deposit in the amount of One
Hundred Fifty Dollars ($150) per unit or such greater amount required by Senior Lender or investor limited partner ,
due at the time the Senior Lender loan converts to permanent financing. The Operating Reserve shall be used upon
Authority approval to cover operating deficits.

BUDGET APPROVAL

cc Budget Development.

Annually, in consultation with the Authority's property management staff, the general partner of the Lessee
shall develop a budget for the operation of the Leased Premises. A copy of the approved annual budget will be
provided to the Authority no later than January 31% of the budget year.

ASSURANCES OF LESSEE; TAXES AND ASSESSMENTS

dd Assurances of Lessee.

Lessee shall use the Leased Premises for the operation of the Improvements on the Leased Premises in
accordance with the restrictions and assurances set forth in this Lease. Further, Lessee agrees and warrants:

i That income from the Leased Premises will only be used to maintain, operate and
improve the Leased Premises, including funding the reserves required by Article 6.
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7] That Lessee will use commercially reasonable efforts to prevent any
member of any Tenant Household from committing or maintaining any nuisance or unlawful
conduct on or about the Leased Premises and that Lessee will not use or allow the Leased
Premises to be used for any disorderly or unlawful purpose;

tii That Lessee will use commercially reasonable efforts to prevent any
member of any Tenant Household from violating any of the covenants and conditions of this
Lease with respect to the Leased Premises;

v Subject to all applicable laws and the rights of Tenant Houscholds, that
Lessce will take commercially reasonable action, if necessary, to abate any violation of this Lease
by any member of any Tenant Household upon notice from the Authority; and

\ Lessee shall operate the Leased Premises as provided in the HUD
Disposition Approval.

ee Taxes and Assessments.

i Payment of Taxes and Assessments. Except as provided in Section 8.2(¢), Lessee
covenants and agrees during the entire Lease Term, at its own cost and expense, to pay the public
officers charged with their collection, as the same become due and payable and before any fine,
penalty, interest, or other charge may be added to them for non-payment, all real estate taxes,
general and special, ordinary and extraordinary, unforeseen as well as foreseen, of any kind and
nature, made, assessed, levied or imposed upon, or due and payable in connection with, or which
become a lien upon, the Leased Premises, the Improvements, or any part of the Leased Premises
or Improvements, or upon this Lease, as well as assessments for sidewalks, streets, sewers, water,
or any other public improvements and any other improvements or benefits which shall, during the
Lease Term, be made, assessed, levied, or imposed upon or become due and payable in
connection with, or a lien upon the Leased Premises, the Improvements, or any part of the Leased
Premises or Improvements, or upon this Lease. Lessee shall be responsible for obtaining a low-
income housing property tax exemption, as available, or necessary.

il Payment of Fees. Except as provided in Section 8.2(e), Lessee covenants
and agrees during the entire Lease Term, at its own cost and expense, to pay, as the same become
due and payable and before any fine, penalty, interest, or other charge may be added to them for
non-payment, license and permit fees, charges for public utilities of any kind, and any and all
governmental charges relating to the use or occupancy of the Improvements.

iii Copies of Notices to Lessee. The Authority agrees promptly to send to
Lessee copies of any and all notices received by it in respect to any taxes, assessments, charges, or
fees for which Lessee is liable pursuant to this Section 8.2.

iv Lessee's Right to Contest. If Lessee disputes any amount or validity of
any liens, taxes, assessments, charges, penalties or claims, including liens or claims of material
suppliers, mechanics or laborers, upon the Leased Premises or the Improvements, regardless of
whether such amounts are payable by the Authority or Lessee, Lessee may contest and defend
against the same at its cost, and in good faith diligently conduct any necessary proceedings in
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connection therewith to prevent and avoid the same; provided, however, that such contest shall be
prosecuted to a final conclusion as speedily as possible. The Authority agrees to render to Lessee
all reasonable assistance, at no expense to the Authority, in contesting the validity or amount of
any such taxes, assessments or charges, including joining in the signing of any protests or
pleadings which Lessee may deem advisable to file. During any such contest, Lessee shall (by the
payment of such disputed taxes, assessments, or charges, if necessary) prevent any advertisement
of tax sale, any foreclosure of, or any divesting thereby of title, reversion or other interest in or to
the Leased Premises.

v The Authority's Obligations. The provisions of this Lease shall not be
deemed to require Lessee to pay any municipal, county, state, or federal income or gross receipts
or excess profits taxes assessed against the Authority, or any municipal, county, state, or federal
capital levy, estate, succession, inheritance, gift, or transfer taxes of the Authority, or franchise
taxes imposed upon any owner in fee of the Leased Premises. Any rebate made on account of any
taxes or charges paid by the Authority and not reimbursed by Lessee shall belong and be paid to
the Authority; otherwise such rebate shall belong to Lessee.

ff Assignment of Lessee's Leasehold Interest.

Lessec may not assign its interest in this Lease without the written consent of the Authority, which consent
shall be at the Authority's sole discretion except as set forth in Article 18, below.

HAZARDOUS MATERIALS.

gg Certain Covenants and Agreements.
Lessee hereby covenants and agrees that:

1 Lessee shall not knowingly permit the Leased Premises or any portion thereof to
be a site for the use, generation, treatment, manufacture, storage, disposal or transportation of
Hazardous Materials in violation of any applicable law or otherwise knowingly permit the
presence of Hazardous Materials in, on or under the Leased Premises in violation of any
applicable law;

i Lessee shall keep and maintain the Leased Premises and each portion
thereof in compliance with, and shali not cause or permit the Leased Premises or any portion
thereof to be in violation of, any Hazardous Materials Laws;

iii Upon receiving actual knowledge of the same Lessee shall immediately
advise the Authority in writing of:

¢} any and all enforcement, cleanup, removal or other governmental
or regulatory actions instituted, completed or threatened against Lessce or the Leased Premises
pursuant to any applicable Hazardous Materials Laws;

(2) any and all claims made or threatened by any third party against
Lessee or the Leased Premises relating to damage, contribution, cost recovery, compensation,
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loss or injury resulting from any Hazardous Materials (the matters set forth in the foregoing
clause (i) and this clause (ii) are hereinafter referred to as "Hazardous Materials Claims");

(3) the presence of any Hazardous Materials in, on or under the Leased
Premises in such quantities which require reporting to a government agency; or

4) Lessee's discovery of any occurrence or condition on any real
property adjoining or in the vicinity of the Leased Premises classified as "borderzone property”
under the provisions of California Health and Safety Code, Sections 25220 et seq., or any
regulation adopted in accordance therewith, which would materially restrict the ownership,
occupancy, transferability or use of the Leased Premises or to be otherwise subject to any
material restrictions on the ownership, occupancy, transferability or use of the Leased Premises
under any Hazardous Materials Laws.

If the Authority reasonably determines that Lessee is not adequately responding to a Hazardous Material
Claim or any condition in Sections 9.1(c)(iii) or {iv), the Authority shall have the right to join and participate in, as a
party if it so elects, any legal proceedings or acticns initiated in connection with any such Hazardous Materials
Claims and to have its reasonable attorney's fees in connection therewith paid by Lessce.

iv Without the Authority's prior written consent, which shall not be
unreasonably withheld or delayed, Lessee shall not take any remedial action in response to the
presence of any Hazardous Materials on, under, or about the Leased Premises (other than in
emergency situations or as required by governmental agencies having jurisdiction), nor enter into
any settlement agreement, consent decree, or other compromise in respect to any Hazardous
Materials Claims.

\4 Authority acknowledges that Leased Premises contains existing
Hazardous Materials in the form of asbestos and lead based paint that was present in building
materials used in construction of the Improvements prior to Lessee’s ownership and Authority has
agreed that, in compliance with all regulatory and statutory requirements, Lessee will be
remediating and removing an agreed upon portion of said Hazardous Materials in accordance with
the Final Plans and will also be encapsulating and leaving in place within the Leased Premises the
remaining portion of said Hazardous Materials in accordance with the Final Plans.

hh Indemnity.

Without limiting the generality of the indemnification set forth in Section 11.4 below, Lessee hereby agrees
to indemnify, protect, hold harmless and defend (by counsel reasonably satisfactory to the Authority) the Authority,
its board members, commissioners, officers, agents, successors, assigns and employees (the "Indemnitees") from
and against any and all claims, losses, damages, liabilities, fines, penalties, charges, administrative and judicial
proceedings and orders, judgments, remedial action requirements, enforcement actions of any kind, and all costs and
expenses incurred in connection therewith (including, but not limited to, attorney's fees and expenses), arising
directly or indirectly, in whole or in part, out of:

i The failure of Lessee or any other person or entity (other than an indemnitee) on
or after the Effective Date (or prior to the Effective Date if due to the negligence or willful
misconduct of Lessee or any other person under the control of Lessee to the extent resulting in
material harm to an Indemnitee), to comply with any Hazardous Materials Law relating in any
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way whatsoever to the handling, treatment, presence, removal, storage, decontamination, cleanup,
transportation or disposal of Hazardous Materials into, on, under or from the Leased Premises;

il Any release or discharge of any Hazardous Materials into, on, under or
from the Leased Premises, arising on or after the Effective Date, or the presence in, on, or under
the Leased Premises of any Hazardous Materials that occurs on the Leased Premises after the
Effective Date (or prior to the Effective Date if due to the negligence or willful misconduct of
Lessce or any person under the control of Lessee to the extent resulting in material harm to an
Indemnitee); or

il Any activity or omission of activity carried on or undertaken on or off the
Leased Premises, on or after the Effective Date (or prior to the Effective Date if due to the
negligence or willful misconduct of Lessee or any employees, agents, contractors or
subcontractors of Lessee to the extent resulting in material harm to an Indemnitee), and whether
by Lessee or any employees, agents, contractors or subcontractors of Lessee or any successor in
title that is related to Lessee occupying or present on the Leased Premises, in connection with the
handling, treatment, removal, storage, decontamination, cleanup, transport or disposal of any
Hazardous Materials located or present on or under the Leased Premises. Lessee's indemnity
obligations as they pertain to activities occurring off the Leased Premises shall only extend to
activities performed by or arising from activities performed by Lessee or any employees, agents,
contractors or subcontractors of Lessee.

The foregoing indemnity shall further apply to any residual contamination on or under the Leased
Premises, or affecting any natural resources, and to any contamination of any property or natural resources arising in
connection with the generation, use, handling, treatment, storage, transport or disposal of any such Hazardous
Materials, and irrespective of whether any of such activities were or will be undertaken in accordance with
Hazardous Materials L.aws. The provisions of this subsection shall survive expiration of the Term or other
termination of this Lease, and shall remain in full force and effect. This indemnity obligation shall not extend to any
claim arising from the Authority's or any indemnitee’s negligence or wiliful misconduct.

ii No Limitation.

Lessee hereby acknowledges and agrees that Lessee's duties, obligations and liabilities under this Lease,
including, without limitation, under Section 9.2 above, are in no way limited or otherwise affected by any
information the Authority may have concerning the Leased Premises and/or the presence on the Leased Premises of
any Hazardous Materials, whether the Authority obtained such information from Lessee or from its own
investigations, except to the extent the Authority's knowledge prior to the Effective Date and failure to act on such
knowledge constituted negligence or willful misconduct on the part of the Authority,

Ji As-Is Conveyance.

This Lease is made "AS IS," with no warranties or representations by the Authority concerning the
condition of the Leased Premises, including the presence or absence of any Hazardous Materials, except as set forth
in Section 9.5, below. Lessee hereby agrees and acknowledges that except in the event of any fraud,
misrepresentation, or withholding of information by the Authority: (i) neither the Authority, nor anyone acting for or
on behalf of the Authority, has made any representation, statement, warranty or promise to Lessee concerning the
development potential or condition of the Leased Premises except as set forth in Section 9.5 below; and (ii) in
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entering into this Lease, Lessee has not relied on any representation, statement or warranty of the Authority, or
anyone acting for or on behalf of the Authority, other than as may expressly be contained in writing in this Lease;
and (iii) THAT LESSEE IS LEASING THE LEASED PREMISES, IN AN "AS IS" PHYSICAL CONDITION
AND IN AN "AS IS" STATE OF REPAIR.

kk Authority Representations. Except as set forth in Exhibit D:

1 The Authority has not received any information that Hazardous Materials exist on
the Leased Premises in violation of Hazardous Materials Laws, nor has the Authority received any
information indicating that there are any Hazardous Materials Claims with respect to the Leased
Premises.

il General Release. Subject to Section 9.3 and 9.4, above, Lessee and its
owners, employees, agents, assigns and successors agree that upon the Effective Date, Lessee
shall be deemed conclusively to have released and discharged the Authority and its agents,
employees, trustees, assigns and successors, from any and all damages, losses, demands, claims,
debts, liabilities, obligations, causes of action and rights, whether known or unknown, by Lessee
regarding the Leased Premises, including, but not limited to, the environmental condition of the
Leased Premises.

iii Waiver of Civil Code § 1542. Lessee agrees that, with respect to the
General Release contained in Section 9.5(b) above, the General Release extends to all matters
regarding the Leased Premises, whether or not claimed or suspected, to and including the date of
execution hereof, and constitutes a waiver of each and all the provisions of the California Civil
Code § 1542, which reads as follows:

"A GENERAL RELEASE DOES NOT EXTEND TO
CLAIMS WHICH THE CREDITOR DOES NOT
KNOW OR SUSPECT TO EXIST IN HIS FAVOR
AT THE TIME OF EXECUTING THE RELEASE,
WHICH IF KNOWN BY HIM MUST HAVE
MATERIALLY AFFECTED HIS SETTLEMENT
WITH THE DEBTOR."

Lessee herein acknowledges that the effect and import of the provisions of Civil Code § 1542 have been
explained to it by its own counsel. Lessee understands and acknowledges the significance and the consequence of
such specific waiver of unknown claims and hereby assumes full responsibility for any injuries, damages, losses or
liabilities that it may hereinafter incur from the waiver of these unknown claims.
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LIENS

11 Liens and Encumbrances Against Lessee's Interest in the Leasehold Estate.

Lessee shall have a right to encumber the I easehold Estate or the Improvements with approved leasehold
deeds of trust, mortgages, and regulatory agreements or with any other liens or encumbrances with the written
approval of the Authority.

INSURANCE

mm  Required Insurance Coverage.

i Fire and Extended Coverage Endorsement. Lessee shall during the Lease Term
keep the Leased Premises insured against loss or damage by a standard all risk policy in amounts
such that the proceeds of such insurance shall not be less than the replacement value of the Leased
Premises, or, should insurance in such amount not be reasonably and commercially available, or
the cost of such insurance shall not be commercially reasonable given Lessee's net income, such
lesser amount as may be reasonably acceptable to the Authority. The amount of such insurance
shall be adjusted by reappraisal of the Improvements by the insurer or its designee at least once
every five (5) years during the Lease Term, if requested by the Authority. If an all risk policy
insuring the full replacement value of the Leased Premises is not reasonably and commercially
available, Lessee shall use best efforts to obtain and maintain an extended coverage endorsement
that ensures the full replacement value of the Leased Premises as soon as such coverage becomes
commercially and reasonably available, subject to the approval of the Authority.

i Liability and Property Damage Insurance. During the Lease Term, Lessee
shall keep in full force and effect a policy or policies of comprehensive general liability and
property damage insurance against liability for bodily injury to or death of any person or property
damage arising out of an occurrence on or about the Leased Premises. The limits of such
insurance shall be not less than Three Million Dollars ($3,000,000) combined single limit for
bodily injury and property damage. The limits of the insurance shall be adjusted once every five
(5) years if and as reasonably required by the Authority.

ii Workers' Compensation Insurance. Lessee shall carry or cause to be
carried workers' compensation insurance covering all persons employed in connection with the
Leased Premises and with respect to whom death, bodily injury, or sickness insurance claims
could be asserted against the Authority or Lessee.

iv Builders' Risk Insurance. During the course of any alteration, construction
or reconstruction, the cost of which exceeds Two Hundred Fifty Thousand Dollars ($250,000),
Lessee shall require any contractor to provide builders' risk insurance for not less than Five
Million Dollars ($5,000,000) combined single limit for bodily injury or property damage insuring
the interests of the Authority, Lessee and any contractors and subcontractors.
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nn Insurance Policies and Premiums.

i All liability policies required by this Lease shall name the Authority as an
additional insured. Duplicate copies of such policies or certificates of such insurance shall be
promptly furnished to the Authority.

il To the extent obtainable, any policy of insurance shall provide that any
change or cancellation of said policy must be made in writing and sent to Lessee and the
Authority at their respective principal offices at least thirty (30) days before the effective date of
change or cancellation.

(1)  Itis the Lessee’s responsibility to notify the Agency of any notice
of cancellation, non-renewal or non-payment of premium in accordance with your policy
provisions. In the event insurance is cancelled or not renewed, the Lessce shall notify the
Agency within forty eight (48) hours of such cancellation or non-renewal.

Lessee’s Initials

(2) Lessee is in material breach of this Lease for so long as Lessee
fails to maintain all of the required insurance. Authority has the right, but not the obligation, to
pay any delinquent insurance premiums and any other charges to reinstate or maintain the
required insurance policies and coverage. Upon Authority’s demand, Lessee must immediately
reimburse Authority for any and all costs incurred by Authority in so obtaining or maintaining
insurance.

00 Proceeds of Insurance.

All insurance proceeds received under the policies set forth in this Article 11 shall be paid to Lessee,
provided that Lessee shall apply such proceeds, to the extent possible, for reconstruction or repair in a manner
consistent with the provisions of Section 13.1.

) Limitation of Liability.

i Lessee shall indemnify and hold harmless the Authority, its officers,
commissioners, employees, agents, contractors, servants, and directors from all claims, actions,
demands, costs, expenses and reasonable attorneys' fees arising out of, attributable to or otherwise
occasioned, in whole or in part, by any act or omission of Lessee, its agents, contractors, servants,
employees, or invitees, arising from or relating to operation of the Leased Premises.

ii The Authority shall indemnify and hold harmless Lessee, its officers,
employees, agents, contractors, servants, directors, members or partners from all claims, actions,
demands, costs, expenses and reasonableattorneys' fees arising out of, attributable to or otherwise
occasioned, in whole or in part, by any act or omission of the Authority, its agents, contractors,
servants, employees, or invitees, arising from or relating to operation of the Leased Premises.
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CONDEMNATION

qq Termination of Lease.

The Authority and Lessee agree that, in the event of a Taking such that Lessee reasonably determines that
the Leased Premises cannot continue to be operated, at reasonable cost, for its then-current use, then, subject to the
rights of Leasehold Mortgagees, this Leasc shall, at Lessee's sole option, terminate as of the Taking Date.

g Continuation of Lease and Presumption of Restoration.

The Authority and Lessee agree that, in the event of Taking that does not result in the termination of this
Lease pursuant to Section 12.1 above, this Lease shall continue in effect as to the remainder of the Leased Premises,
and the Net Condemnation Award will be disbursed in accordance with Section 12.4 below to Lessee and/or any
Leasehold Mortgagee, if the terms of the applicable Leasehold Mortgage so require, and shall be used so as to make
the same as complete, unified and efficient operating unit as nearly as reasonably possible to the condition existing
prior to the Taking, subject to any applicable requirements of the Leasehold Mortgagee.

ss Temporary Taking,

If there shall be a temporary Taking with respect to all or any part of the Leased Premises or of Lessee's
interest in this Lease, then the Term shall not be reduced and Lessee shall continue to pay in full all Rents, taxes and
other charges required herein, without reduction or abatement thereof at the times herein specified; provided,
however, that Lessce shall not be required to perform such obligations that Lessee is prevented from performing by
reason of such temporary Taking.

tt Apportionment of Award.

If there is a Taking, whether whole or partial, the Authority and Lessee shall be entitled to receive and
retain such separate awards and portions of lump sum awards as may be allocated to their respective interests in any
condemnation proceedings, or as may be otherwise agreed, taking into consideration the fact that the Authority's
interest in the Leased Premises is limited to the land (exclusive of the Improvements, as encumbered by this Lease),
and a reversionary interest in the Leased Premises upon the expiration of the Term. If the Leased Premises shall be
restored as in contemplated in Section 12.2 above, Lessee shall be entitled to recover the costs and expenses
incurred in such restoration out of any Net Condemnation Award. Thereafter, if the condemning anthority does not
make separate awards, the Parties agree that any Net Condemnation Award will be aliocated on a proportionate
basis. If the Parties are unable to agree as to the exact amount of such allocation, and the Parties are unable to agree
as to amounts that are to be allocated to the respective interest of each Party, then each Party shall select an
independent M.A.I real estate appraiser (an "Appraiser"). Each Appraiser shall separately determine the amount of
the balance of the Net Condemnation Award that is to be allocated to the interests of each Party. If the percentage of
the balance of the Net Condemnation Award each Appraiser allocates to the Authority (a) are within ten percent
(10%) of each other, the two allocations shall be averaged, and such average shall be the final allocation of the Net
Condemnation Award, or (b} are not within ten percent (10%) of each other, the two Appraisers shall then select a
third Appraiser, who shall independently allocate the Net Condemnation Award between the Authority and Lessee,
and the middle of such three allocations shall be the final allocation of the Net Condemnation Award.

uu Joinder.
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If a Leasehold Mortgage exists, the Leasehold Mortgagees, to the extent permitted by law, shall be made a
party to any Taking proceeding.

DAMAGE OR DESTRUCTION

Vv Damage or Destruction to Leased Premises.

Lessee shall give prompt written notice to the Authority after the occurrence of any fire, earthquake, act of
God or other casualty to or in connection with the Leased Premises, the Improvements or any portion thereof
(hereinafter sometimes referred to as "Casualty"). Subject to Section 13.2 below, if during the Term the
Improvements shall be damaged or destroyed by Casualty, Lessee shall repair or restore the Improvements, so long
as Lessee determines, after consultation and approval by the Authority, that it is feasible to do so and in such event
Lessee provides or causes to be provided sufficient additional funds which, when added to such insurance proceeds,
will fully effect such repair or restoration. Upon the occurrence of any such Casualty, Lessee, promptly and with all
due diligence, shall apply for and collect all applicable insurance proceeds recoverable with respect to such
Casualty, for the benefit of the Leaschold Mortgagees, if any. In the event that Lessee shall determine, subject to the
rights of any Leasehold Mortgagees, by notice to the Authority given within thirty (30) days after receipt by Lessee
of any such insurance proceeds, that it is not economically practical to restore the Leased Premises to substantially
the same condition in which they existed prior to the occurrence of such Casualty, then Lessee may terminate this
Lease as of a date that is not fewer than thirty (30} days after the date of such notice. If Lessee terminates this Lease
pursuant to this Section 13.1, Lessee immediately shall surrender possession to the Authority of that part of the
Leased Premises determined not economically feasible to restore and assign to the Authority (or, if same has already
been received by Lessee, pay to the Authority) all of its right, title and interest in and to the proceeds from Lessee's
insurance upon the Leased Premises, subject to the prior rights of any Leasehold Mortgagee therein, as referenced in
Section 13.3 below.

ww  Damage or Destruction Near End of Term.

If, during the last year of the Term, the Improvements shall be damaged by Casualty, then Lessee shall
have the option, to be exercised within one hundred twenty (120) days after such Casualty:

i to repair or restore the Improvements as hereinabove provided in this
Article 13; or

ii subject to the rights of Leasehold Mortgagees, to terminate this Lease
by notice to the Authority, which termination shall be deemed to be effective as of the date of
Casualty. If Lessee terminates this Lease pursuant to this Section 13.2, Lessee shall surrender
possession of the Leased Premises to the Authority immediately and assign to the Authority (or, if
same has already been received by Lessee, pay to the Authority) all of its right, title and interest in
and to the proceeds from Lessee's insurance upon the Leased Premises, subject to the prior rights
of any Leasehold Mortgagee therein, as referenced in Section 13.3 below.

XX Distribution of Insurance Proceeds.

In the event that this Lease is terminated pursuant to Sections 13.1 or 13.2 hereof, the insurance proceeds
received as the result of such Casualty shall be distributed as follows: (a) first, if a Leasehold Mortgage is in place to
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the Leasehold Mortgagee to the extent of any indebtedness then owed to such Leasehold Mortgagee; (b) second, the
balance, if any, of such insurance proceeds shall be paid to Lessee or, as applicable pursuant to Sections 13.1 and
13.2 above, assigned or paid over to the Authority.

PARTICULAR COVENANTS
vy Non-Discrimination.

1 Lessee or its designee shall not, in the selection or approval of Tenant Households
or provision of services or in any other matter, discriminate against any person or group of
persons on the grounds of race, color, creed, religion, sex, sexual orientation or gender identity,
marital status, disability, national origin, ancestry, language proficiency, source of income, or that
the prospective tenant is receiving rental assistance pursuant to the HUD Housing Choice Voucher
Program or any other rental assistance program. In addition, Lessee covenants by and for Lessee
and Lessee's successors, assigns and all persons claiming under or through Lessee that this Lease
is made subject to the condition that there shall be no discrimination against or segregation of any
person or group of persons on account of race, color, religion, creed, sex, sexual orientation or
gender identity, marital status, disability, national origin, ancestry, language proficiency, source of
income or that the Tenant Household is receiving rental assistance pursuant to the HUD Housing
Choice Voucher Program or any other rental assistance program in the leasing, subleasing,
transferring, use, occupancy, tenure, or enjoyment of the Units, nor shall Lessee or any person
claiming under or through it establish or permit any such practice or practices of discrimination or
segregation with reference to the selection, location, number, use or occupancy of Tenant
Households, lessees, sublessees, subtenants or vendees on the Leased Premises.

ii The Authority shall be entitled to invoke any remedies available at law or
in equity to redress any breach of these subsections or to compel compliance therewith by Lessee.
The Authority shall be entitled to invoke any remedies available at law or in equity to redress any
breach of this Article 13 or to compel compliance therewith by Lessee.

ASSURANCES OF THE AUTHORITY

77 The Authority to Give Peaceful Possession.

The Authority covenants that it owns in fee simple, and that it has good and marketable title to the Leased
Premises and that the Leased Premises are free of all liens, encumbrances, easements, covenants, conditions, and
restrictions except for those exceptions specifically approved in writing by Lessee. The Authority covenants and
warrants that Lessee and its tenants shall have, hold and enjoy, during the Lease Term, peaceful, quiet, and
undisputed possession of the Leased Premises without hindrance from anyone so long as Lessee is not in default
under this Lease.

aaa  Release of the Authority.

The Authority may sell, assign, transfer, or convey all or any part of the Authority's interest in the Leased
Premises, reversionary interest in the Improvements or this Lease without obtaining Iessee's consent, provided that

Disposition and Development Agreement 327



Exhibit B; Disposition and Development Agreement

the purchaser, assignee, or transferee expressly assumes all of the obligations of the Authority under this Lease by a
wriiten instrument in a form reasonably satisfactory to the Authority. In the event the Authority intends to sell all or
any part of the Leased Premises, the Authority shall notify Lessee and all Tenant Households of such intention not
later than sixty (60) days before the approval of such sale is scheduled for approval by the Authority Commission.
In the event of a sale, assignment, transfer, or conveyance by the Authority of the Leased Premises or its rights
under this Lease, the same shall operate to release the Authority from any liability arising on or afier the effective
date of such transfer upon any of the covenants or conditions of this Lease, expressed or implied, in favor of Lesses,
and in such event Lessee shall look solely to the successor in interest of the Authority in and to the Site or this
Lease. Provided, however, Lessee may terminate this Lease if, after notice of the Authority's intent to sell, assign,
transfer or convey any part of the Leased Premises, within thirty (30) days of receipt of such notice, it declares its
intention to terminate in writing to the Authority. This Lease shall not be affected by any such sale, and Lessee
agrees to attorn to any such purchaser or assignee.

ADDITIONAL HUD PROVISIONS

Notwithstanding any provisions in this Lease to the contrary, the following provisions shall prevail:

(a) The Leased Premises shall only be used for the specific purposes outlined in the HUD Use
Agreement and the HUD Disposition Approval; namely, that the Units shall continue to be affordable to and
occupied by households having incomes no greater than eighty percent (80%) of AMI for thirty (30) years from the
Effective Date;

(b) The Leased Premises shall be leased solely to Lessee and no subsequent assignment, sublease,
transfer or encumbrance of the Property shall be permitted without the prior written approval of HUD , with the
exception of the transfer of Winfield Hill, Inc.’s membership and management of the General Partner to SHARP or
a nonprofit affiliate of SHARP at the conclusion of the rchabilitation as evidenced by the final equity contribution of
the investor limited partner, and subject to the notice and cure provisions provided in this Lease regarding the rights
and obligations of the lenders and investors as described in Section 18, below.

(c) The Lessee shall use and operate the Leased Premises in accordance with the HUD Disposition
Approval during the Lease Term, including the duration of any extensions;

(d) The terms of this Lease shall not be materially modified, amended, supplemented or revised, nor
subordinated to any lien, charge or encumbrance upon the Property without the prior written approval of the
Secretary of HUD;

(e) If Lessee fails to correct a violation under the HUD Use Agreement or HUD Disposition
Approval, in the time periods set forth in Section 17.1(a), such failure shall be an Event of Default under this Lease.

) If the Lessee fails to use and operate the Leased Premises in accordance with the HUD Use
Agreement or HUD Disposition Approval at any time during the Lease Term, following the notice and cure period
provided for in the default provisions of Section 17.1, this Lease shall terminate and, subject to the rights of
Leasehold Mortgagees as set forth in Article 18, below, all of Lessee's interest in the Leased Premises shall revert to
the Authority; and
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() If Lessee’s interest in the Leased Premises and the Improvements is transferred during the term of
the HUD Use Permit, any transferee shall expressly assume the HUD Use Agreement.

DEFAULTS AND REMEDIES
bbb  Events of Default; Remedy of Default by Lessee.
i Any one or more of the following events shall constitute an "Event of Default":

(N Failure to pay rent when due, or any other payment required
hereunder, and continuance of such failure for a period of thirty (30) days after receipt by Lessee
of written notice specifying the non-payment; or

(2) Failure of Lessee to observe and perform any covenant, condition,
or agreement hereunder on its part to be performed, including, but not limited to failure to use
and operate the Leased Premises as provided in the HUD Disposition Approval, and (i)
continuance of such failure for a period of ninety (90) days after receipt by Lessee of written
notice specifying the nature of such default, or (ii) if by reason of the nature of such default the
same cannot be remedied within said ninety (90) days, Lessee fails to proceed with reasonable
diligence after receipt of said notice to cure the same; or

3) A general assignment by Lessee for the benefit of creditors; or

4 The filing of a voluntary petition by Lessee, or the filing of an
involuntary petition by any of Lessee's creditors seeking the rehabilitation, liquidation, or
reorganization of Lessee under any law relating to bankruptcy, insolvency, or other relief of
debtors, provided that in the case of an involuntary petition Lessee shall have one hundred
twenty (120) days to cause such petition to be withdrawn or dismissed; or

(5) The appointment of a receiver or other custodian to take possession
of substantially all of Lessee's assets or of this leasehold which appointment is not withdrawn or
dismissed within one hundred twenty (120) days; or

(6) Lessee declares it is unwilling to pay its debts as they become due;
or any court enters a decree or order directing the winding up or liquidation of Lessee or of
substantially all of its assets; or Lessee takes any action toward the dissolution or winding up of
its affairs or the cessation or suspension of its use of the Leased Premises; or

(7) Attachment, execution, or other judicial seizure of substantially all
of Lessee's assets or this leaschold, which is not dismissed, bonded, or stayed within ninety (90)
days.

i Whenever any default shall have occurred and be continuing and upon
expiration of any applicable cure periods provided herein, the Authority may take whatever action
at law or in equity as may appear reasonably necessary to enforce performance or observance of
any obligations, agreements, or covenants of Lessee under this Lease, including without
limitation, termination of this Lease. In the event of such default, the Authority’s remedies shall
be cumulative, and no remedy expressly provided for in this Section shall be deemed to exclude
any other remedy allowed by law.
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ccc  Remedy of Material Breach by the Authority.

If the Authority defaults under the Lease, Lessee shall give the Authority written notice requiring that the
default be remedied by the Authority. If the default is not cured within the time set forth by Lessee (which shall be a
reasonable time for curing the default and shall in any event be at least thirty (30) days), Lessee may take any action
as may be necessary to protect its interests. Such action, in the event that the Authority shall fail to perform any of
its obligations under this Lease and such failure shall continue after the expiration of the cure period specified in this
Section, shall include the right of Lessee to cure such default and receive any reimbursement of expenditure with
interest thereon from the Authority within thirty (30) days after sending to the Authority a statement therefor.

PERMITTED MORTGAGES AND INVESTOR RIGHTS

ddd Right to Encumber,

Lessee shall have the right during the Term to encumber, through a Leasehold Mortgage pursuant to the
Approved Financing and the Regulatory Agreements, all of Lessee’s right, title and interest in the Leased Premises,
subject to the provisions of this Lease; provided, however, that any Leasehold Mortgage shall be in all respects be
subordinate and inferior to Authority’s right, title and interest in the Leased Premises and such Leasehold Morigagee
shall be subject to all of the rights and obligations of Authority herein contained in this Lease, except as otherwise
provided in this Lease. For purposes of this Lease, Authority and Lessee acknowledge and agree that the bond
trustee for the benefit of Bank of America, N.A., along with their respective successors and assigns (“Senior
Leasehold Mortgagee™), is a permitted Leasehold Mortgagee and all references to a “Leasehold Mortgagee” shall
specifically include Senior Leaschold Mortgagee. All references to a Leasehold Mortgage shall include that certain
Construction Leasehold Deed of Trust with Assignment of Rents, Security Agreement and Fixture Filing, dated as
of even date herewith, made by Lessee for the benefit of Senior Leasehold Mortgagee. For so long as any Leasehold
Mortgage is outstanding, Authority shall not agree to any mutual termination or accept any surrender of this Lease
without the prior written consent of the holders of Leaschold Mortgages then in effect. Notwithstanding anything to
the contrary contained herein, a Leasehold Mortgagee shall be deemed to be a third party beneficiary of this Lease.

ece Notice to Leasehold Mortgagee.

During any period in which a Leasehold Mortgage is in place, Authority shall give any such Leasehold
Mortgagee of which Authority has received notice from Lessee a dupiicate copy of all notices of default or other
notices that Authority may give to or serve in writing upon Lessee pursuant to the terms of this Lease, The address
of the Leaschold Mortgagee originally designated in the Leasehold Mortgage may be changed upon written notice
delivered to Authority in the manner specified in Section 20.2 below. Authority’s failure to give any such notice to
any such Leasehold Mortgagee shall not render such notice ineffective, nor shall any such failure constitute an Event
of Default hereunder; provided, however, that Authority shall not exercise any remedies under Section 17 of this
Lease unless such notice has been provided and Leaschold Mortgagee has been provided the opportunity to cure the
default as provided in Section 18.3 below.

fff Right of Leasechold Mortgagee to Cure.

Notwithstanding any default by Lessee under this Lease, Authority shall have no right to terminate this
Lease unless Authority shall have given each Leasehold Mortgagee written notice of such default and such
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Leasehold Mortgagees shall have failed to remedy such default or acquire Lessee's leasehold estate created by this
Lease or commence foreclosure or other appropriate proceedings as set forth in, and within the time specified by,
this Section.

Any Leasehold Mortgagee which has an outstanding Ieasehold Mortgage shall have the right, but not the
obligation, at any time to pay any or all of the rental due pursuant to the terms of this Lease, and do any other act or
thing required of Lessee by the terms of this Lease, to prevent termination of this Lease. Each Leaschold Mortgagee
shall have one hundred twenty (120) days after receipt of notice from Authority describing such default to cure the
default. All payments so made and all things so done shall be as effective to prevent a termination of this Lease as
the same would have been if made and performed by Lessee instead of by Leasehold Mortgagees.

In addition to the cure period provided in this Section 18.3 above, if the default is such that possession of
the Property may be reasonably necessary to remedy the default, any Leaschold Mortgagee shall have a reascnable
time after the expiration of such one hundred twenty (120) period within which to remedy such default, provided
that (i) such Leasehold Mortgagee shall have fully cured any default in the payment of any monetary obligations of
Lessee under this Lease, other than Prior Indemnity Obligations, within such one hundred twenty (120) day period
and shall continue to pay currently such monetary obligations when the same are due and (ii) such Leasehold
Mortgagee shall have acquired Lessee's leasehold estate hereunder or commenced foreclosure or other appropriate
proceedings prior to or within such period, and shall be diligently prosecuting the same,

Any default under this Lease which by its nature cannot be remedied by any Leasehold Mortgagee and all
Prior Indemnity Obligations shall be deemed to be remedied if (i) within one hundred twenty (120) days after
receiving written notice from Authority describing the default, or prior thereto, any Leasehold Mortgagee shall have
acquired Lessee’s leasehold estate or commenced foreclosure or other appropriate proceedings, (ii) Leasehold
Mortgagee shall diligently prosecute any such proceedings to completion, (iii) Leasehold Mortgagee shall have fully
cured any default in the payment of any monetary obligations of Lessee hereunder (other than the Prior Indemnity
Obligations) which does not require possession of the Leased Premises, and (iv) after gaining possession of the
Leased Premises, the Leaschold Mortgagee shall cure within a reasonable time all non-monetary defaults of T.essee
hereunder capable of cure by Leasehold Mortgagee.

As used herein, “Prior Indemnity Obligations” means all monetary obligations arising from the acts or
inactions of Lessee prior to the date that the holder of a Leasehold Mortgage obtains possession of the Project by
foreclosure, deed in lien of foreclosure, or a new lease pursuant to Section 18.7, below.

If any Leasehold Mortgagee is prohibited, stayed or enjoined by any bankruptcy, insolvency or other
judicial proceedings involving Lessee from commencing or prosecuting foreclosure or other appropriate
proceedings, the times specified for commencing or prosecuting such foreclosure or other proceedings shall be
extended for the period of such prohibition; provided that any Leasehold Mortgagee shall have fully cured any
default in the payment of any monetary obligations of Lessee under this Lease and shall continue to pay cutrently
such monetary obligations when the same fall due; provided, further, that such Leaschold Mortgagee shall not
interfere with Authority’s efforts to seek compliance by the Lessee with any non-monetary obligation under this
Lease.

ggg Limitation on Liability of Leasehold Mortgagee.

No Leasehold Mortgagee shall be or become liable to Authority as an assignee of this Lease or otherwise
unless it expressly assumes by written instrument executed by Authority and Leaschold Mortgagee such liability (in
which event the Leasehold Mortgagee's liability shall be limited to the period of time during which it is the owner of
the leasehold estate created hereby) and no assumption shall be inferred from or result from foreclosure or other
appropriate proceedings in the nature thereof or as the result of any other action or remedy provided for by such
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Leasehold Mortgage or other instrument or from a conveyance from Lessee pursuant to which the purchaser at
foreclosure or grantee shall acquire the rights and interest of Lessee under the terms of this Lease.

hhh Estoppel Certificates.

Authority and Lessee agree that at any time and from time to time upon not less than twenty (20) days’
prior written notice by the other Party, or upon request from any Leaschold Mortgagee or Investor or a permitted
assignee or other interested party, Authority or Lessee will execute, acknowledge and deliver to the other Party or to
such Leasehold Mortgagee or Investor a statement in writing certifying (a) that this Lease is unmodified and in full
force and effect; (b) the date through which the Rents have been paid; and (¢) that, to the knowledge of the certifier
(if such be the case), there is no default, set off, defense or other claim against Authority or Lessee, as applicable,
other than those, if any, so specified under the provisions of this Lease. It is intended that any such statement may
be relied upon by any persons proposing to acquire the interest of Authority, Lessee or any Leasehold Mortgagee or
Investor, as the case may be, in this Lease or by any prospective Leasehold Mortgagee or Investor or permitted
assignee of any Leasehold Mortgage or Investor.

ii Registration of Leasehold Mortgages.

Upon written request by Authority, Lessee shall provide written notice to Authority of the name and
address of each Leasehold Mortgagee under this Lease.

Jii New Lease.

In the event of the termination of this Lease prior to the natural expiration of the Term of this Lease due to
a default of Lessee or operation of law (except by eminent domain} or upon a foreclosure of Lessee’s estate by a
Leasehold Mortgagee or acceptance of a deed in lieu of foreclosure, Authority, upon written request from any
Leasehold Mortgagee, shall enter into a new lease with such holder or its designee in accordance with and upon the
same terms and conditions as set forth herein. In this regard, in the event of the filing of a petition in bankruptcy by
the Lessce, and the Lessee rejects this Lease under the then applicable provisions of the Bankruptcy Code, Authority
shall, upon the request of a Leasehold Mortgagee, affirm this Lease, and Authority will enter into a new lease on the
same terms and conditions set forth herein with such holder or its designee immediately upon Lessee’s rejection of
this Lease. In the event of the filing of a petition in bankruptcy by the Authority, and the Authority rejects this
Lease and the Lessee does not affirm it, a Leasehold Mortgagee will have the authority to affirm this Lease on
behalf of the Lessee and to keep the Lease in full force and effect. If more than one Leasehold Mortgagee requests
such New Lease, the most senior Leasehold Mortgagee shall be provided the New Lease.

kkk Rights of Investor.

The Investor (and any limited partner of Lessce) shall have the same rights hereunder,
including notice and cure rights, as any Leasehold Mortgagee for so long as it is a limited
partner of Lessee. The address for any notices to same, as of the date hereof, is provided in
Section 20.2, hereof.
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MISCELLANEOUS
m Instrument is Entire Agreement; Amendment.

This Lease and the attached Exhibits constitute the entire agreement between the Parties with respect to the
matters set forth herein. This Lease shall completely and fully supersede all other prior understandings or
agreements, both written and oral, between the Authority and Lessee relating to the lease of the Leased Premises by
the Authority to Lessee. This Lease may not be amended except by a written agreement between the Authority and
Lessee.

mmm Notices.

All notices hereunder shall be in writing signed by Authorized Officer(s) and shall be sufficient if sent by
United States first class, certified mail, postage prepaid, or express delivery service with a receipt showing the date
of delivery, addressed:

if to the Authority H0using‘hAuthorityg1 of the City of Sacramento
801-12 Sireet, 6 Floor
Sacramento, CA 95814
Attention; Executive Director

if to Lessee prior to the final investor limited partner equity payment

: Washington Plaza Housing Associates, L.P.
345 Spear Street, Suite 700
San Francisco, CA 94105

And SHARP
801 12th Street 4th Floor
Sacramento, CA 95814
If to Lessee after the final investor limited partner equity payment

Washington Plaza Housing Associates, L.P.

801 12 Street, 4® Floor
Sacramento, CA 95814
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with a copy to: Merritt Community Capital Corporation
1970 Broadway, Suite 250
Qakland, California 94612
Attention: Bemard T, Deasy

with a copy to:

Carle, Mackie, Power & Ross LLP
100 B Street, Suite 400
Santa Rosa, CA 95401
Attention: Richard W. Power, Esq.

If to Bank: Bank of America, N.A.
CA4-70202-29
2001 Clayton Road, 2nd Floor
Concord, CA 94520
Attention: Loan Administration Manager

With copy to:
Paul Hastings LLP
515 South Flower Street, Twenty-Fifth Floor
Los Angeles, CA 90071
Atten: Ken Krug, Partner

or any other address as either Party may have furnished to the other in writing pursuant to the requirements of this
Section 20.2 as a place for service of notice. Any notice so given shall be deemed to have been given upon the
delivery date or the date that proper delivery is refused by the addressee, or the item is returned undeliverable, as
shown on the delivery receipt.

A. Non-Waiver of Breach.

Neither the failure of the Authority or Lessee to insist upon strict performance of any of the covenants and
agrecments of this Lease nor the failure by the Authority or Lessee to exercise any rights or remedies granted to
such Parties under the terms of this Lease shall be deemed a waiver or relinquishment (a) of any covenant herein
contained or of any of the rights or remedies of Lessee or the Authority hereunder, (b) of the right in the future of
the Authority or Lessee to insist upon and to enforce by any appropriate legal remedy a strict compliance with all of
the covenants and conditions thereof, or (c) the right of the Authority to recover possession of the Leased Premises.

nnn  Effective Date; Counterparts.

This Lease shall become effective upon the commencement of the Lease Term set forth in Article 2. This
Lease may be executed in counterparts, each of which shall be an original and all of which shall constitute the same
instrument.

ooo Lease Binding on Successors.

This Lease and all of its provisions and attached Exhibits shall inure to the benefit of, and shall be binding
upon, the Authority, Lessee, and their respective permitted successors and permitted assigns. The Authority and
Lessee intend, declare and covenant, on behalf of themselves and all successors and assigns during the Lease Term,
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that the provisions of this Lease shall be and are covenants running with the land, encumbering the Leased Premises
for the Lease Term and binding upon the Authority's successors in title and all successors and assigns of the Leased
Premises, and shall bind the Lessee (and the benefits shall inure to the Lessee, the Authority, and any past, present
or prospective Tenant Household) and its respective successors and assigns during the Lease Term. The Authority
and Lessee hereby agree that any and all requirements of the laws of the State of California to be satisfied in order
for the terms of this Lease to constitute covenants running with the land shall be deemed to be satisfied in full, and
that any requirements or privileges of estate are intended to be satisfied, or in the alternate, that an equitable
servitude has been created to insure that these restrictions run with the Leased Premises land.

prp  Relationship of Parties.

Nothing contained in this Lease shall be deemed or construed by the Parties or by any third Party to create
the relationship of principal or agent or of partnership, joint venture or association or of buyer and seller between the
Authority and Lessee, it being expressly understood and agreed that neither the computation of any payments and
other charges under the terms of this Lease nor any other provisions contained in this Lease, nor any act or acts of
the Parties, shall be deemed to create any relationship between the Authority and Lessee other than the relationship
of the Authority and tenant.

qqq No Merger.

There shall be no merger of this I.ease or any interest in this Lease nor of the Leasehold Estate created
hereby, with the fee estate in the Site, by reason of the fact that this Lease or such interest therein, or such leasehold
estate may be directly or indirectly held by or for the account of any person who shall hold the fee estate in the Site,
or any interest in such fee estate, nor shall there be such a merger by reason of the fact that all or any part of the
leasehold estate created hereby may be conveyed or morigaged in a leasehold mortgage to a leasehold mortgagee
who shall hold the fec estate in the Site or any interest of the Authority under this Lease.

Itr Gender and Number.

Words of any gender used in this Lease shall be held to include any other gender, and any words in the
singular number shall be held to include the plural (and vice versa), when the sense requires.

588 Titles.

The titles and article or paragraph headings are inserted only for convenience, and are in no way te be
construed as a part of this Lease or as a limitation on the scope of the particular provisions to which they refer.

ttt Severability.

If any provision of this Lease or the application of any provision to any person or circumstances shalt be
invalid or unenforceable to any extent, the remainder of this Lease, or the application of such provision to persons or
circumstances other than those as to which it is invalid or unenforceable, shall not be affected, and each provision of
this Lease shall be valid and be enforced to the fullest extent permitted by law.

uuu  Applicable Law.

This Lease shall be governed by and construed in accordance with the laws of the State of California,
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vvy¥ Non-recourse to Lessee.

Neither Lessee nor any of its partners, officers, principals, members, trustees, affiliates, directors,
emplovess, contractors, agents, representatives, subtenants, licensees, or invitees (each, including Lessee, a "Lessee
Indermuified Party” and collectively, the "Lessee Indemnified Parties") shall in any event or at any time be
personzlly liable for the payment or performance of any obligation required or permitted of Lessee under this Lease.
In the event of any actual or alleged failure, breach or default by Lessee under this Lease or any such documents, the
sole recourse of the Authority shall be against Lessee's right, title and interest in and to the Leased Premises and the
Improvements. No attachment, execution, writ, or other process shall be sought or obtained, and no judicial
proceecing shall be initiated by or on behalf of the Authority, against any Lessce Indemnified Party personally as a
result of any such failure, reach, or default. In no event shall Lessee or any other Lessee Indemnified Party have any
liability for any loss of profits, business interruptions and/or consequential damages of the Authority.

SIGNATURES ON FOLLOWING PAGE
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IN WITNESS WHEREQF, the Parties have executed this Lease effective as of the day and year first above
written.

AUTHORITY:
HOUSING AUTHORITY OF THE CITY OF SACRAMENTO a public body corporate and politic

By:

La Shelle Dozier, Executive Director

LESSEE:
WASHINGTON PLAZA HOUSING ASSOCIATES, L.P.,
a California limited partnership

By: Washington Plaza Housing Associations LLC,
a California limited liability company, its general partner

By: Winfield Hill, Inc.,
a California public nonprofit public benefit corporation
Its managing member

By:

By: Sacramento Housing Authority Repositioning Program, Inc.
a California nonprofit public benefit corporation

A member

By:

James Shields, President
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Exhibit A

Leased Premises
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RESOLUTION NO. SHRC-

ADOPTED BY THE SACRAMENTO HOUSING AND REDEVELOPMENT COMMISSION UNDER THE
AUTHORITY DELEGATED TO THE COMMISSION PURSUANT TO CALIFORNIA HEALTH AND SAFETY
CODE, SECTION 33202 BY RESOLUTION NO. RA 81-083 ADOPTED BY THE REDEVELOPMENT AGENCY
OF THE CITY OF SACRAMENTOQ ON OCTOBER 20, 1981, AND BY RESOLUTION NO. RA-83 ADOPTED BY
THE REDEVELOPMENT AGENCY OF THE COUNTY OF SACRAMENTO ON OCTOBER 27, 1981, AND
PURSUANT TO CALIFORNIA HEALTH AND SAFETY CODE SECTION 34292 BY RESOLUTION NO. HA
$1-098 ADOPTED BY THE HOUSING AUTHORITY OF THE CITY OF SACRAMENTO ON OCTOBER 20,
1981, AND BY RESOLUTION NO. HA-1497 ADOPTED BY THE HOUSING AUTHORITY OF THE COUNTY
OF SACRAMENTO ON OCTOBER 27, 1981.

ON DATE OF

WASHINGTON PLAZA APARTMENTS REHABILITATION (“PROJECT™):
APPROVAL OF DISPOSITION AND DEVELOPMENT AGREEMENT; EXECUTION
OF RELATED LOAN DOCUMENTS AND OTHER DOCUMENTS WITH
WASHINGTON PLAZA HOUSING ASSOCIATES, LP, RELATED BUDGET
AMENDMENTS AND ENVIRONMENTAL FINDINGS.

WHEREAS, the Housing Authority of the City of Sacramento (“Housing Authority”) adopted
Resolution No. 2009-003 on March 10, 2009 which authorized application to the United States
Department of Housing and Urban Development (“HUD”) for disposition of Washington Plaza
Apartments (“Washington Plaza™) at 1318 E Street, Sacramento, and said application was
approved by HUD on October 8, 2009,

WHEREAS, the HUD-approved transfer of ownership of Washington Plaza to an
instrumentality of the Housing Authority was accomplished with a current ground lease to the
Sacramento Housing Authority Repositioning Program, Inc., (“SHARP”);

WHEREAS, the HUD-approved disposition was intended for ultimate further transfer to an
entity that can benefit from the use of low-income housing tax credits to accomplish the
necessary renovations to Washington Plaza;

WHEREAS, SHARP and BRIDGE Housing Corporation (“BRIDGE”) have created
Washington Plaza Housing Associates, LLC, as the managing general partner of Washington
Plaza Housing Associates, LP, the tax credit investment partnership (together as "Developer") to
apply for to the California Tax Allocation Committee for tax credits;

WHEREAS, On October 24, 2013 HUD approved the sale of Washington Plaza improvements
to the Developer at fair market value, and a long term year ground lease for the underlying land
with Developer at fair market value.



WHEREAS, the Developer plans a comprehensive rehabilitation project of Washington Plaza
Apartments (“Project”) that would be funded with tax credit equity, mortgage revenue bond
proceeds, permanent financing and a seller carryback note, with total fund sources equaling
exceeding $23 million;

WHEREAS, Project implementation requires temporary relocation of existing tenants during the
rehabilitation period and the Project Relocation Plan was approved by the Sacramento Housing
and Redevelopment Commission on August 21, 2013.

WHEREAS, on September 10, 2013, the City Council of the City of Sacramento approved an
Agency loan commitment for permanent financing not to exceed $3.12 million, comprised of
City Home Investment Partnership Program (“HOME™) funds not to exceed $2.568 million, as
well as City Community Development Block Grant Multifamily Residential (“CDBG”) funds of
$552,000;

WHEREAS, on September 10, 2013, the Housing Authority Board approved a loan
commitment for seller carryback financing of the Project improvements from the Sacramento
Housing and Redevelopment Agency (“Agency”™) on behalf of the Housing Authority in an
amount of $5,458,000 as justified by fair market appraisal;

WHEREAS, the Disposition and Development Agreement, and related regulatory agreements
require the rehabilitation and operation of the property in compliance a standard HUD Use
Agreement.

WHEREAS, the actions contemplated by this resolution were found to exempt from the
California Environmental Quality Act (CEQA) pursuant CEQA Guidelines Section 15301 where
rehabilitation to the existing facility involves no expansion or change to the existing use, and
review under the National Environmental Policy Act (NEPA) resulted in a Finding of No
Significant Impact (SHRC Resolution 13-13 adopted August 21, 2013).

WHEREAS, further environmental review is not required under CEQA or NEPA because there
is neither any new information of substantial importance or any substantial changes to the
circumstances under which the project will be undertaken that would require the preparation of
supplemental environmental documentation the actions herein fall within the scope of the project
that was previously analyzed.

NOW, THEREFORE, BE IT RESOLVED BY THE SACRAMENTO HOUSING AND
REDEVELOPMENT COMMISSION:

Section 1. All of the evidence having been duly considered, the recitals, including the
environmental recitals, are found to be true and correct.



Section 2. The Executive Director, or her designee, is authorized to execute the Disposition
and Development Agreement (DDA) between the Developer and, jointly, the Housing Authority
of the City of Sacramento and the Sacramento Housing and Redevelopment Agency, subject to
approval of the same by the Housing Authority Board and that Board’s approval of the transfer,
funding and other related agreements necessary to implement the DDA (Exhibit A).

Section 3. The Executive Director is authorized to amend the Agency budget to receive and
allocate payments to the Housing Authority of the City of Sacramento for use in a manner
consistent with the United States Department of Housing and Urban Development Disposition
Approval dated October, 2013.
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ATTEST:

CLERK



