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AFFORDABLE HOUSING AND LOAN AGREEMENT

This AFFORDABLE HOUSING AND LOAN AGREEMENT (“Agreement”) is made
and entered into on Py, |5, 2020, by and between the CITY OF LAKE FOREST, a
California municipal corporation (“City””)} and NATIONAL COMMUNITY RENAISSANCE OF
CALIFORNIA, a California nonprofit public benefit corporation (“Borrower™).

RECITALS

A. Borrower has acquired that certain real property consisting of approximately 3.76
acres of land area located in the City of Lake Forest, County of Orange, State of California, of
which 1.97 acres is proposed to be developed as more particularly described in the legal
description attached hereto as Attachment No. 1 (“Site”).

B. Borrower desires to develop the Site with a 71-unit affordable residential rental
complex and related interior and exterior improvements on the proposed 1.97 acre site
(“Project”). Borrower shall develop the units and related improvements pursuant to the terms
and conditions of this Agreement. The Project will be operated as a long-term affordable
housing project, with thirty-four (34) units to be rented at an Affordable Rent for a period of
fifty-five (55) years as more particularly described in the Regulatory Agreement attached hereto
as Attachment 6. If there are on-site and/or off-site improvements, they will be called out in the
Project development and building plans and permits to be approved by City.

C. City desires to assist Borrower in the development of the Project by providing
financial assistance to Borrower in the form of a loan in the amount not to exceed Three Million
Seven Hundred Thousand Dollars ($3,700,000.00) for certain acquisition and development
expenses associated with the Project.

D. The Project is in the best interest of the City and the health, safety and welfare of
the residents of the City, and in accordance with the public purposes and provisions of applicable
federal, state and local laws and requirements.

COVENANTS

Based upon the foregoing Recitals and for good and valuable consideration, the receipt
and sufficiency of which is hereby acknowledged, City and Borrower hereby agree as follows:

1. DEFINITIONS.

The following terms as used in this Agreement shall have the meanings given below
unless expressly provided to the contrary:

1.1 “Affordable Rent” shall mean a cost not in excess of that which may be charged the
applicable household in conformity with the Prescribed Rent Levels and Tenant Mix pursuant to
those limitations established by TCAC. The current Affordable Rent is as follows, but is subject
to change pursuant to state law, as issued by the California Department of Housing and
Community Development, or TCAC. The following table is meant to be illustrative of
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Affordable Rent, however, Borrower is required to ensure applicable affordability restrictions
follow the more restrictive limits based on funding sources.

INCOME LIMIT 2 PERSON | 4 PERSON ONE ‘I WO |THREE
CATEGORY BASED | HOUSEHOLD A HOUSEHOLD BEDROOM BEDROOM BEDROOM
ON 2020 HCD
INCOMELIMITS | | | | .
Extremely Low | $30,750 $38,430 $720 $864 $999

Housing >30%

AMI)

| i [ — - -

Very Low Income | $41,000 $51,240 ‘ $961 $1,153 $1,332

(>40% AMI) L | R AR o
Very Low Income $51,250 | $64,050 $1,201 $1,441 | 1,665
CS0%AMD | 1 ]

Low Income $61,500 $76,860 $1,441 [ $1,729 $1,998

(>60% AMI)

1.2 “Agreement” shall mean this Affordable Housing and Loan Agreement between
City and Borrower, including all exhibits and other documents attached hereto.

1.3 “Borrower” shall mean National Community Renaissance of California, a
California nonprofit public benefit corporation. The term “Borrower” includes any legally
permissible assignee or successor to the rights, powers, and responsibilities of Borrower
hereunder, in accordance with Section 7.3 of this Agreement.

1.4 *“City” shall mean the City of Lake Forest, a municipal corporation, organized under
the laws of the State of California and having its offices at 100 Civic Center Drive, Lake Forest,
CA 92630.

1.5 “City Loan” shall mean the loan in the amount not to exceed the sum of Three
Million Seven Hundred Thousand Dollars ($3,700,000) to be provided by City to Borrower for
Borrower’s payment of the Eligible Loan Expenses, as more fully explained in Section 2 of this
Agreement.

1.6 “City Note” shall mean the Promissory Note Securcd by Deed of Trust with
Assignment of Rents, in the form attached hereto as Attachment No. 4 which sets forth the terms
for Borrower’s repayment of the City Loan to City.

1.7 “Deed of Trust” shall mean the Deed of Trust With Assignment of Rents in the
form attached hereto as Attachment No. 5 which secures Borrower’s payment obligations under
the City Note.

1.8 “Deferred Developer Fee” shall mean the portion of the Developer Fee that is to be
paid to Borrower after the completion of the Project out of income generated from the Project.
Borrower shall notify City of the amount of the Deferred Developer Fee in connection with
Borrower’s submittal of its evidence of financial capability pursuant to Section 2.8 of this
Agreement.
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1.9 “Developer Fee” shall mean the gross fee to be paid to Borrower for the
development of the Project in the amount of Four Million Three Hundred Thousand Dollars
($4,300,000). It is anticipated Borrow will receive $2,500,000 in cash, and Borrower will make
a $1,800,000 capital contribution to the Project as a funding source.

1.10 “Effective Date” shall mean the date this Agreement is approved by City , which
date shall be inserted in the preamble to this Agreement.

1.11 “Eligible Loan Expenses” shall mean the expenses set forth under the headings
“Direct Construction Cost,” and “Soft Costs” in the Project Budget for which the City Loan may
be used.

1.12 “Extremely Low-Income Households” shall mean households carning not greater
than thirty (30%) of the Orange County Median Income pursuant to Health and Safety Code
Section 50106.

1.13 “Funding Conditions” shall mean the conditions set forth in Section 2.4 of this
Agreement that must be satisfied prior to City providing the City Loan to Borrower.

1.14 “Funding Conditions Satisfaction Date” shall mean the date on which all of the
Funding Conditions are actually satisfied.

1.15 “General Partner Capital Contribution” shall mean the capital contribution made by
the General Partner in the form of equity payment or a loan that is paid to the Project prior to
permanent loan conversion in the amount of One Million Eight Hundred Thousand Dollars
($1,800,000).

1.16 “Area Median Income or AMI for Orange County” means the most recent
applicable county family income published by California Tax Credit allocation Committee
(TCAC)..

1.17 “Permanent Supportive Housing” shall mean permanent housing with no limit on
the length of stay that is occupied by the target population (Extremely Low-Income Households)
and that is linked to onsite or offsite services that assist the supportive housing residents in
retaining the housing, improving his or her health status, and maximizing his or her ability to live
and, when possible, work in the community, pursuant to Health and Safety Code Section 50490.

1.18 “Permitted Encumbrances” shall have the meaning ascribed in Section 2.9.1 of this
Agreement.

1.19 “Prevailing Wage Action” shall mean any of the following: (a) any determination
by the California Department of Industrial Relations that prevailing wage rates should have been
paid, but were not; (b) any determination by the California Department of Industrial Relations
that higher prevailing wage rates than those paid should have been paid; (c) any administrative or
legal action or proceeding arising from any failure to comply with the Federal Davis-Bacon Act
(codified as 40 U.S.C. §§ 3141 ef seq.) or California Labor Code Sections 1720 through 1781, as
amended from time to time, regarding prevailing wages, including maintaining certified payroll
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records; or (d) any administrative or legal action or proceeding to recover wage amounts at law
or in equity.

1.20 “Prescribed Rent Levels and Tenant Mix” shall mean, based upon all Project
funding sources, the following: (a) eighteen (18) one-bedroom units, twelve (12) of which shall
be occupied as Permanent Supportive Housing, three (3) which shall be occupied by 40% Very
Low Income Households, and three (3) of which shall be occupied by 50% Very Low Income
Households; (b) thirty-five (35) two-bedroom units, twenty-seven (27) of which shall be
occupied by 30% Extremely Low Income Households, four (4) of which shall be occupied by
40% Very Low Income Households, three (3) of which shall be occupied by 50% Very Low
Income Houscholds, and one (1) of which shall be the exempt manager’s unit; and (c) eighteen
(18) three-bedroom units, four (4) of which shall be occupied by 30% Extremely Low Income
Households, eight (8) of which shall be occupied by 40% Very Low Income Households, and six
(6) of which shall be occupied by 50% Very Low Income Households.

1.21 “Project” shall mean the demolition of the existing improvements on the Site, the
grading of the Site and the development on the Site of a 71-unit apartment project with
landscaping, driveways, and related improvements, and all other on-site and off-site
improvements required for development, with all improvements to be consistent with the
development and building plans and permits to be approved by City. In the event of any
inconsistency between the description of the Project in this Agreement and the approved plans
and permits, the approved plans and permits shall govern.

1.22 “Project Budget” shall mean the costs estimates for Borrower’s development of the
Project set forth in Aftachment No. 3 to this Agreement. The Project Budget may not be
materially changed without the prior written approval of City (a material change is a change that
causes the total Project costs to increase or decrease from what is shown in the Project Budget or
that causes any line item in the Project Budget to increase or decrease by more than 10%). Any
changes to the Project Budget, whether or not requiring the approval of City, shall be submitted
to City. If the Project Budget is revised as permitted herein, all references herein to the “Project
Budget” shall be deemed to refer to the revised Project Budget.

1.23 “Regulatory Agreement” shall mean the Regulatory Agreement and Declaration of
Covenants and Restrictions between City and Borrower regulating the operation and of the Site,
in the form attached hereto as Attachment No. 6.

1.24 “Schedule of Performance” shall mean that certain Schedule of Performance
attached hereto as Attachment No. 2 setting out the dates and/or time periods by which certain
obligations set forth in this Agreement must be performed.

1.25 “Site” shall mean that certain real property located in the City of Lake Forest, more
particularly described in the legal description attached hereto as Attachment No. 1.

1.26 “Tax Credit Allocation Date” shall mean the date that Borrower secures approval
by TCAC of an allocation of tax credits pursuant to the terms set forth in Section 2.9.2(a) of this
Agreement.

1.27 “TCAC” shall mean the California Tax Credit Allocation Committee.

-4
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1.28 “30% Very Low Income Households™ shall mean households earning not greater
than thirty percent (30%) of the Area Median Income for Orange County.

1.29 “40% Very Low Income Households” shall mean households earning not greater
than forty percent (40%) of the Area Median Income for Orange County.

1.30 “50% Very Low Income Households” shall mean households earning not greater
than fifty percent (50%) of the Area Median Income for Orange County.

1.31 “60% Low Income Households” shall mean households earning not greater than
sixty percent {60%) of the Area Median Income for Orange County.

2. FINANCING.

2.1 Amount and Source of City Loan. In order to assist in the development of
affordable rental housing within the territorial limits of the City, City shall, subject to the terms
and conditions set forth herein, and provided Borrower is not in default of this Agreement,
provide Borrower financial assistance in the form of a loan not to exceed the sum of Three
Million Seven Hundred Thousand Dollars ($3,700,000) (“City Loan™). The City Loan is
anticipated to be paid from in-lieu fees received by City under City’s Developer fund affordable
housing program.

2.2 Cost Reductions or Increases. The parties acknowledge and agree that the City
Loan is intended to partially finance the financing “gap” of the Project (the amount needed to
pay the excess of the “Total Development Costs,” as defined herein, over the financing and other
funding sources available to Borrower for construction of the Project) but in no event to provide
funding (when combined with all other sources of financing and other funding sources available
to Borrower for construction of the Project) in excess of the Total Development Costs. The term
“Total Development Costs” shall mean the total cost set forth in the Project Budget for the items
in the Project Budget under the headings Direct Construction Cost, Soft Costs and Financing
(“Development Items™). The Total Development Costs as of the Effective Date is the sum of
$42,399,173. The parties acknowledge, however, that there may be revisions to the Project
Budget after the Effective Date. Accordingly, for purposes of calculating the Total Development
Costs, the cost figures for the Development Items shall be those in the Project Budget that is
approved in connection with Borrower’s submittal of ils evidence of financial capability to
develop the Project pursuant to Section 2.8 of this Agreement. The term “Actual Development
Costs” shall mean the actual and reasonable expenses incurred by Borrower for the Development
Items. If at the time of permanent financing for the project closes the Actual Development Costs
exceed the sum of all financing and other funding sources available to Borrower for construction
of the Project (the difference being a “Project Deficit™), Borrower shall be solely responsible for
causing payment (through third party financing or other funds) of the Project Deficit. If at the
time of permanent financing for the project closes the Actual Development Costs are less than
the sum of the financing and other funding sources available to Borrower for construction of the
Project (the difference being a “Project Surplus™), then the Project Surplus shall be applied first
to pay the Deferred Developer Fee, excluding the $1,800,000 in capital contribution to the
Project described in Section 1.9, and then to reduce or repay the City Loan, unless otherwise
required by other project funding sources.
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2.3 Permissible Use of Citv Loan: Elieible Loan Expenses. Pursuant to all of the terms
and conditions of this Agreement, Borrower shall be permitied to use the City Loan proceeds
only for the Eligible Loan Expenses that are actually and reasonably incurred by Borrower and
approved by City, and for no other purpose.

24 City Loan Funding Conditions. Notwithstanding any other provision of this
Agreement to the contrary, City shall have no obligation to disburse any of the City Loan
proceeds to Borrower unless all of the following conditions (collectively the “Funding
Conditions™) are satisfied:

(a) Execution and Delivery of Documents. Borrower shall have executed and
delivered to City the documents referred to in Section 2.7 of this Agreement.

(b) City Title Policy. Fidelity National Title Company with offices at 4210
Riverwalk Parkway, Suite 100 Riverside, California 92505 or such other title company approved
by City ("Title Company") is irrevocably committed to issue to City an ALTA lender’s policy of
title insurance (“City Title Pollcy”), with liability in the amount of the City Loan, showing fee
title to the Site vested in Borrower, insuring in favor of City the Deed of Trust, subject only to ]
the standard printed exceptions and exclusions contained in the form of the Title Policy
commonly used by Title Company; (ii) non—dehnquent property taxes and assessments; and (iii)
such other matters as may be approved by City in its sole and absolute discretion. Borrower
shall pay the premium for the City Title Policy.

(c) Permits and Approvals. Borrower shall have timely obtained all
land use approvals and entitlements for the Project and shall have timely obtained approval of its
final grading plans and building plans for the Project and grading permits and building permits
shall be ready to be issued.

(d)  Subordination Agreement. City shall have approved the form of any
subordination agreements.

(e) Insurance.  Borrower shall have provided to City evidence of the
insurance required under Section 3.9 of this Agreement.

€3] Financial Capability.  Borrower shall have received binding loan
commitments for loans as required to fund the Project with commercially reasonable terms,
including, without limitation, a binding reservation of federal low-income 4% housing tax credits
pursuant to Section 42 of the Internal Revenue Code of 1986, as amended and a private activity
bond. In addition, City shall have approved Borrower’s evidence of financial capability to
develop the Project in accordance with Section 2.8 of this Agreement.

(g)  No Default. Borrower shall not be in default of any of its obligations set
forth in this Agreement, and there shall be no event which, with the passage of time or the giving
of notice, would constitute a default.

In the event that all of the Funding Conditions are not satisfied on or before the date that
is the earlier of (i) the date that is 120 days after the Tax Credit Allocation Date, or (ii) January 1,
2022, or such earlier time period as provided for herein, or such later deadline as may be

-6-
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mutually approved in writing by City and Borrower in the sole and absolute discretion of each of
them, either party not in default may terminate this Agreement by delivering written notice to the
other party. No termination under this Agreement shall release either party then in default from
liability for such default.

2.5 Disbursements of Citv Loan. Provided Borrower is not in default of this
Agreement, from and after the Funding Conditions Satisfaction Date, City shall disburse the City
Loan to Borrower no more frequently than once every thirty (30) days to reimburse Borrower for
the Eligible Loan Expenses as such expenses are incurred by Borrower and approved by City.
Borrower shall submit to City itemized statements, with such supporting information as City may
reasonably require, documenting all of Borrower's costs eligible to be considered in calculating
the Eligible Loan Expenses, including invoices, contracts, or similar documentation. In the event
Borrower desires to obtain an advance disbursement for development activities scheduled to be
undertaken or development activities not yet completed (e.g., as a down payment, advance
payment, or progress payment), Borrower shall present to City a contract or other evidence that
the consultant or other party performing the work is entitled to an advance payment and
Borrower has incurred the obligation to make such payment. City shall have the authority on
behalf of City to calculate and approve the amount of Borrower's Eligible Loan Expenses.
Payment of the amount determined by City to be owing to Borrower shall be made by City
within thirty (30) days after Borrower's submission of its completed payment request. Any
disapproval of a payment request shall be provided to Borrower in writing (including the specific
reasons for such disapproval) within thirty (30) days after City has received information
necessary to make the determination that the payment request cannot be approved.

City’s obligation to make disbursements of the City Loan proceeds to Borrower shall be
contingent and conditional upon Borrower's continuing satisfaction and the timely performance
of all of its obligations under this Agreement. Upon the occurrence of any event which, with the
lapse of time or the giving of notice or both, would constitute a default under this Agreement or
the Lease, City may at any time thereafter and while such event remains uncured, refuse to issue
further disbursements of City Loan proceeds under this Agreement until all such defaults are
cured to the satisfaction of City.

In the event the Eligible Loan Expenses for which any disbursement of City Loan funds
are advanced are not incurred by Borrower within thirty (30) days after City’s disbursement, or
such longer time as City approves in its sole discretion, City shall have the right to require that
Borrower return the City Loan proceeds to City. In addition, if it is determined, as a result of an
audit or otherwise, that any of the disbursements of City Loan proceeds were improper or made
for expenditures not eligible for payment, Borrower shall immediately repay to City the amounts
of such disbursements.

Notwithstanding the foregoing, City shall have the right to contract with a third party,
including without limitation an escrow company or another construction lender for the Project to
disburse the City Loan proceeds to Borrower.

2.6 Repayment of City Loan: Deed of Trust. Borrower’s obligation to repay the City
Loan shall be as set forth in the City Note. The City Note generally provides for Borrower to
pay to City a percentage of the cash flow generated from the Site. Borrower’s obligation to

-
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repay the City Loan will be secured by the Deed of Trust. The Deed of Trust contains an
acceleration clause which generally provides that, to the extent permitted by law, in the event
Borrower shall (a) directly or indirectly, voluntarily or involuntarily, sell, assign, transfer,
dispose of, alienate, encumber, lease, or agree to sell, assign, transfer, dispose of, alienate,
encumber, or lease all or any portion of any interest in the Site, excluding the lease of the units
on the Site in accordance with the Regulatory Agreement, the lien of the Permitted
Encumbrances, transfers in connection with the syndication of tax credits awarded to the Project,
and any other assignment, transfer, or encumbrance approved in writing by City; or (b) refinance
any lien or encumbrance which has priority over the Deed of Trust for a loan amount in excess of
the then outstanding sum secured by such lien or encumbrance together with the reasonable cost
of such refinancing or further encumber the Site; or (c) default on any of its obligations set forth
in this Agreement, the City Note, the Deed of Trust or the Regulatory Agreement or on any
obligations under any documents relating to any other financing that is secured by the Site, and
fail to cure the default within the applicable cure period, then, or at any time thereafter, City, at
its option, may declare the entire indebtedness evidenced by the City Note secured by the Deed
of Trust immediately due and payable and collectible then or thereafter as City may elect,
regardless of the date of maturity.

2.7 Execution and Deliverv of Documents. No later than five (5) days after the date the’
Funding Conditions in subparagraphs (b)-(g) in Section 2.3 are satisfied, Borrower shall deliver
to City the following documents: (a) the City Note, executed by Borrower; (b) the Deed of
Trust, executed and acknowledged by Borrower; and (c) the Regulatory Agreement, executed
and acknowledged by Borrower. Within ten (10) days after the Funding Conditions Satisfaction
Date and prior to City’s disbursement of any City Loan proceeds to Borrower, City shall execute
the Regulatory Agreement and shall cause the Regulatory Agreement and the Deed of Trust to be
recorded in the Official Records of Orange County, California.

2.8 Borrower's Evidence of Financial Capability. Within the time set forth in the
Schedule of Performance, Borrower shall submit to City's Community Development Director
evidence reasonably satisfactory to the Community Development Director that Borrower has the
financial capability necessary for the development of the Project pursuant to this Agreement.
Such evidence of financial capability shall include all of the following:

(a) Any changes to the Project Budget.

(b) A copy of the commitment or commitments obtained by Borrower
for all of the sources of funds to finance construction of the Project. All copies of commitments
submitted by Borrower to City shall be certified by Borrower to be true and correct copies
thereof. Each commitment for financing shall be in such form and content acceptable to City's
Community Development Director as reasonably evidences a firm and enforceable commitment,
with only those conditions which are standard or typical for the lender involved for similar
projects.

() If the total costs set forth in the Project Budget exceed the amount
of financing commitments received pursuant to subparagraph (b) above, a financial statement
and/or other documentation (“pro forma statement”) reasonably satisfactory to the Community
Development Director sufficient to demonstrate that Borrower has adequate funds available and
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committed to cover such difference. The Parties acknowledge one means of ensuring adequate
funds and one method Developer may utilize to demonstrate adequate funds for Project includes
the additional deferral of the Developer’s Fee beyond what was identified in the pro forma
statement.

(d) A copy of the guaranteed maximum price construction contract
between Borrower and its general contractor for all of the improvements required to be
constructed by Borrower hereunder, certified by Borrower to be a true and correct copy thereof.

(e) A corporate surety bond or bonds or other security instrument
(such as a letter of credit), approved as to form, content and company by City’s City Manager or
designee and the City Attorney, with Borrower’s contractor or contractors as principal(s), in a
penal sum not less than 100% of the amount of the cost of constructing the Project guaranteeing
completion of construction and payment of wages for services engaged and bills contracted for
materials, supplies and equipment used in the performance of the work, and protecting Borrower
and City from any liability, losses or damages arising therefrom. If the lenders providing
construction financing to the Borrower do not require and will waive the provision of payment
and performance bonds, then in lieu of providing payment and performance bonds to the City,
Borrower may provide a completion guaranty from National Community Renaissance of
California, in such form as reasonably required by the City’s Community Development Director
and the City Attorney, guarantying the lien-free completion of the Project in accordance with this
Agreement. Should the City request the same, the Borrower shall provide financial statements of
National Community Renaissance of California to the City as evidence of its financial capacity
to provide such completion guaranty to protect the City.

63) The amount of the Deferred Developer Fee.

The City Manager, or his or her designee, in consultation with the Director of
Finance/City Treasurer, shall complete its review of and approve or disapprove Borrower's
evidence of financial capability within 20 days after a complete submittal. Notwithstanding the
foregoing, City acknowledges that due 1o circumstances outside of Borrower’s control the period
between Borrower’s submittal of its evidence of financial capability and the closing of the
financing for the Project may be less than twenty (20) days and, in such event, City shall
cooperate with Borrower in reviewing the evidence of financial capability submitted by
Borrower as expeditiously as possible. If the Community Development Director shall
disapprove such evidence of financing, he or she shall do so by written notice to Borrower
stating the reasons for such disapproval. In such event, Borrower shall promptly resubmit its
evidence of financial capability not less than twenty (20) days after receipt of the Community
Development Director’s disapproval, the Community Development Director shall reconsider
such resubmittal within the same number of days allowed for the initial submittal, and the
deadlines in the Schedule of Performance shall be extended accordingly.

2.9 Additional Financine.

29.1  Permitted Encumbrances. Mortgages, deeds of trust, conveyances, and
leases-back or any other form of conveyance required for any reasonable method of financing
shall be permitted on the terms set forth herein, but only for the purpose of securing loans of
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funds to be used for the construction, development and operation of the Project, underwritten by
a reputable financial institution(s) or governmental entity(ies) that has a prior, known history of
financing affordable housing projects similar to the Project (“Permitted Encumbrances™).
Borrower shall not enter into any such conveyance for financing purposes without the prior
written consent of City, which consent shall be given if such conveyance is for the purposes
permitted herein and is made by a financial or lending institution, governmental agency or other
acceptable person or entity capable of performing or causing to be performed Borrower’s
obligations under this Agreement,

29.2  Funding Sources. From and after the date of this Agreement, Borrower
shall exercise commercially reasonable efforts to obtain financing for the development of the
Project. Borrower intends to utilize financing from a variety of sources for the Project. The
anticipated sources for construction and permanent financing are described below:

(a) Tax Credit Equity.

(b)  Construction Loan.

(c) Permanent Loan.

(d) Orange County HOME Funds

(e) Borrower Equity Contribution

43 Multifamily Housing Program

(8  No Place Like Home

(h) Special Needs Housing Program

)] Federal Home Loan Bank Affordable Housing Program

City acknowledges that the sources of funding set forth in this Section 2.9.2 are
anticipated sources and that the actual sources may change due to circumstances outside the
control of Borrower. Borrower shall coordinate with City any changes to the proposed sources
of funding for the Project and shall otherwise keep City informed of Borrower’s efforts to obtain
financing and its progress with respect thereto. If a permitted lender or tax credit investor
should, as a condition of providing funding for the Project, request any modification of this
Agreement in order to protect its interests in the Project or this Agreement, City shall consider
such request in good faith consistent with the purpose and intent of this Agreement and the rights
and obligations of the parties under this Agreement. The City Manager shall have the authority
to approve revisions to the terms of this Agreement requested by such lender or investor.

293  Subordination. The City Manager shall have the authority to execute and
deliver subordination agreements as he or she determines are commercially reasonable and
consistent with the purpose and effect of this Agreement. City agrees it will subordinate the
Deed of Trust to the financing referred to in Sections 2.9.2 (b), (¢), & (f). Nothing herein shall
obligate City to subordinate its Deed of Trust to any other financing. In connection therewith,
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the Regulatory Agreement implements the affordability requircments imposed under the
entitlements and must be senior to all financing unless otherwise agreed to by City Manager or
designee.

294  Notice of Default to Construction Lender: Right to Cure. Whenever City
shall deliver any notice or demand to Borrower with respect to any default by Borrower under
this Agreement, City shall at the same time deliver a copy of such notice or demand to any
lender that has provided City written request for such notice or demand. The other lenders for
the Project shall (insofar as the rights of City are concerned) have the right, within ninety (90)
days after receipt of the notice, to cure or remedy any such default.

2.9.5  Right of the City to Cure Mortnage or Deed of Trust Default. In the
event of a mortgage or deed of trust default or breach by the Borrower, Borrower shall promptly
deliver to City a copy of any notice of default or breach received from any other lender and City
may cure the default without acceleration of the subject loan following prior notice thereof to the
Borrower. In such event, Borrower shall be liable for, and City shall be entitled to
reimbursement from Borrower within ten (10) days of written demand, of all costs and expenses
associated with and attributable to the curing of the mortgage or deed of trust default, including
any default consisting of a breach of this Agreement by the Borrower, which are incurred by
City. Any sums which become due to City from Borrower under the provisions of this Section
2.9.5 shall constitute a lien on the Site, effective upon recordation by City or City’s authorized
agent of a notice of lien (“Notice of Lien™) concerning nonpayment of any sum due hereunder.
The Notice of Lien shall state (i) the amount due, which amount shall include interest at the rate
of 10% from the date due to the date paid, and shall also include the cost of preparing and
recording the Notice of Lien, (ii) the expenses of collection in connection with any nonpayment,
including without limitation reasonable attorneys’ fees, (iii) a description of the Site, (iv) the
name and address of City, (v) the name of Borrower, and (vi) in order for the lien to be enforced
by nonjudicial foreclosure, the name and address of the trustee authorized by City to enforce the
lien by sale. The lien established pursuant to this section may be enforced by sale of the Site by
City, City’s attorneys, any title insurance company authorized to do business in California, or
other persons authorized to conduct the sale as a trustee, after failure of Borrower to pay any sum
due pursuant to this Agreement within 30 days after recordation of the Notice of Lien. The sale
shall be conducted in accordance with the provisions of the California Civil Code applicable to
the exercise of powers of sale in mortgages and deeds of trust, or in any other manner permitted
by law. City, through its agents, shall have the power to bid on the Site at the foreclosure sale,
and to acquire and hold, lease, mortgage and convey the same. Suit to recover a money
Judgment for any amounts due under this Agreement shall be maintainable without foreclosing
or waiving any lien securing the same, but this provision or any institution of suit to recover a
money judgment shall not constitute an affirmation of the adequacy of money damages. Any
recovery resulting from a suit at law or in equity initiated pursuant to this Section shall include
reasonable attorneys’ fees as fixed by the court.

29.6  Federal Home Loan Bank Affordable Housing Program. With respect to
the funding sources listed in Section 2.9.2 above, Borrower shall timely file an application for
and diligently pursue an Affordable Housing Project loan (“AHP loan”) from the Federal Home
Loan Bank of San Francisco in the amount of approximately $700,000.00, or as otherwise
approved by the City. The City, without obligation to incur any out-of-pocket cost or expense,
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agrees to cooperale as may be necessary with Borrower’s application for an AHP loan. The City
and the Borrower agree that the proceeds of any such AHP loan awarded to the Project shall only
be applied in the following order: (i) first, to the payment of any Project Deficit arising from
Project costs other than any Deferred Developer Fee; (ii) next, to the payment of Deferred
Developer Fee which shall not include in the $1,800,000 in capital contribution to the Project
described in Section 1.9; and (iii) the balance, if any, to the City and to Orange County allocated
between them in proportion to the original principal amount of the loans provided by each.

3. DEVELOPMENT OF THE PROJECT.

3.1 Scope of Development. The Project shall consist of the demolition of the existing
improvements on the Site, the grading of the Site, and the development on the Site of an income-
qualified rental project with parking, landscaping, lighting, signage, and other amenities, and all
other on-site and off-site improvements required for development of the Site, with all such
improvements to be first class in architectural design and quality consistent with the
development and building plans and permits to be approved by City (provided, however, that
nothing herein shall represent, warrant, or guarantee that City shall approve any of such plans
and permits). The Project shall provide for a maximum of twelve (12) the total units to be set
aside for permanent supportive housing.

3.2 Development Standards. Borrower agrees to design a project that meets all

applicable development standards in the Lake Forest Municipal Code (“LFMC™), in addition to
Borrower-requested incentives, described below:

3.2.1  Density
(a) Maximum density 37 units per developable acre.
3.22  Height
(@) Three stories with an allowable fourth-story component.

(b) Developer is requesting an incentive from a 35 feet height limit to
a height of 53 feet (Lake Forest Municipal Code (“LFMC”)
Section 9.56.070(B)).

323  Off-Street Parking

(a) Parking at a minimum ratio of 1.5 spaces per unit, which shall
meet all requirements in LFMC Chapter 9:168 which the City
deems are applicable to this project.

(b) Developer is requesting the City waive the requirement for parking
stalls to be within 200 feet of their corresponding residential unit
(LFMC Section 9.168.040(E)(1)).
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3.2.4  Building Setbacks.

(a) Developer is requesting an incentive with a reduction in the
minimum required front setback from 20 feet to 13 feet, 9
inches(LFMC Section 9.56.070 (E)).

(b) Developer is requesting an incentive with a reduction in the
minimum required rear setback from 25 feet to 12 feet, 1 inch.

32.5 Lights

(@) All lights shall be designed and located so that direct light rays
shall be confined to the premises.

3.2.6  Landscaping
(a) Subject to LFMC Section 9.144.060.

3.2.7  All other applicable provisions for multi-family housing projects in the
LFMC shall apply, including without limitation Chapters 9.144 and
9.146.

3.2.8  The Borrower shall fund the cost of a trip generation memorandum. The
Project shall generate a comparable number (i.e., no more than 15
percent) of the daily and aggregate trips as the existing commercial use.

3.3 No Commitment to Development. The Parties agree that nothing in this Agreement
is intended to commit the Borrower to complete a particular project or to commit the City to
grant any approval. The City's approval of this Agreement does not constitute approva) by the
City of any development of the Project or of other activity on the Site that would have a direct or
reasonably foreseeable indirect environmental impact pursuant to CEQA. (See 14 C.C.R. §§
15060(c); 15378(b).) Moreover, Borrower’s future use or development of the Site is expressly
conditioned on CEQA compliance. City shall conduct environmental review in accordance with
CEQA prior to taking any discretionary action with regard to any proposed development of the
Site. Nothing in this Agreement shall be construed to limit the City’s discretion to consider and
adopt any mitigation measure or project altemative, including the alternative of rejecting any
proposed development of the Site, as provided in Public Resources Code section 21002.
Following completion of the City's environmental review of any proposed development of the
Site, the City shall file a notice of such approval as provided in Public Resources Code section
21152.

3.4 Future Proposals Subject to Review. Borrower and City shall work together to
conduct environmental review in accordance with CEQA before City takes action on any plan or
entitlement. The Parties agree and acknowledge that any proposed development of the Site might
change as a result of various environmental factors. The scope and location of proposed
development and the design of the anticipated improvements might well change to account for
needs of Borrower, including changes required by the CEQA process.

13-
55136.00192\33186145.4



3.5 Community Outreach. As part of the entitlement process, the Borrower shall
conduct at least two (2) community workshops at the El Toro Library located at 24672 El Toro
Road, Lake Forest, California 92630 prior to a noticed public hearing before either the Lake
Forest Planning Commission or the Lake Forest City Council. In the event the El Toro Library is
not available; the Borrower shall confer with the City to identify a suitable replacement site. The
community workshops shall be designed to encourage community feedback on all aspects of the
. project including site design, parking, traffic, landscaping, programming, tenancy, and
management. The Borrower shall prepare and provide drafi documents and presentations to City
staff in advance of the meeting for review and comment.

3.6 Final Plans. Within the time set forth in the Schedule of Performance, Borrower
shall submit to City for review and approval a complete set of final plans and specifications for
the Project (“final plans”). The final plans and drawings shall contain all information required to
obtain all necessary grading and building permits required for the Project. City shall exercise
reasonable diligence to complete its review of the final plans within forty-five (45) days after a
complete submittal. Any disapproval shall be in writing and shall state the reasons therefor.
Upon receipt of a disapproval, Borrower shall, within twenty (20) days, revise or correct the final
plans as necessary to conform to City requirements. The same procedures and requirements
shall apply to subsequent submittals and reviews until the final plans are finally approved by

City.

3.7 Schedule of Performance. Subject to the force majeure provisions of Section 7.9,
Borrower shall commence, prosecute, and complete construction of the Project within the time
set forth in the Schedule of Performance. Construction shall be continuously and diligently
pursued to completion and shall not be abandoned for more than five (5) conseccutive days,
except when due to causes beyond the control and without the fault of Borrower, as set forth in
Section 7.9 of this Agreement. During the course of construction, Borrower shall, if requested
by City, provide to City monthly written reports on the progress of construction. Pursuant to the
Schedule of Performance, Developer shall apply for a Certificate of Completion.

3.8 Compliance with Permits and Laws. Borrower shall carry out the design,
construction and operation of the Project in conformity with this Section 3 and all applicable
federal, state, and local laws, including the City zoning and development standards, building,
plumbing, mechanical and electrical codes, and all other provisions of the Lake Forest Municipal
Code, all applicable disabled and handicapped access requirements, and all environmental
mitigation measures imposed as conditions of approval of the Project. In addition, Borrower
shall carry out the construction of the Project and the development of the Site in conformity with
all applicable federal and state labor laws (including, without limitation, the requirement under
California law to pay prevailing wages and hire apprentices). With respect to Borrower’s
redevelopment of the Site and construction of the Project, Borrower acknowledges and agrees
that it shall be required to, and shall be required to cause all of its contractors and their
contractors to, pay prevailing wages in compliance with California Labor Code Section 1770 et
seq., and shall be responsible for the keeping of all records required pursuant to Labor Code
Section 1770 et seq., including but not limited to Labor Code Section 1776, and complying with
the maximum hours requirements of Labor Code Sections 1810 through 1815, and complying
with all regulations and statutory requirements pertaining thereto. Borrower acknowledges and
agrees that it shall be independently responsible for reviewing the applicable laws and

-14-
55136.00192\33186145.4



regulations with respect to the payment of prevailing wages and complying therewith. Upon any
request by City, Borrower shall provide a true and correct copy of such payroll records as are
required under applicable state law. In addition to any other Borrower indemnifications of City
set forth in this Agreement, Borrower shall indemnify, defend, and hold City and its officers,
officials, members, employees, agents, representatives, and volunteers harmless from and against
any liability, loss, damage, cost or expenses (including but not limited to reasonable attorneys’
fees, expert witness fees, court costs, and costs incurred related to any inquiries or proceedings)
arising from or related to (a) the noncompliance by Borrower of any applicable local, state and/or
federal law, including, without limitation, any applicable federal and/or state labor laws
(including, without limitation, if applicable, the requirement to pay state prevailing wages and
hire apprentices); (b) the implementation of Section 1781 of the Labor Code, as the same may be
amended from time to time, or any other similar law; and/or (c) failure by Borrower to provide
any required disclosure or identification as required by Labor Code Section 1781, as the same
may be amended from time to time, or any other similar law. It is agreed by the parties that, in
connection with the development and construction (as defined by applicable law) of the Project,
including, without limitation, any and all public works (as defined by applicable law), Borrower
shall bear all risks of payment or non-payment of prevailing wages under California law and/or
the implementation of Labor Code Section 1781, as the same may be amended from time to time,
and/or any other similar law. “Increased costs,” as used in this Section 3.4, shall have the
meaning ascribed to it in Labor Code Section 1781, as the same may. be amended from time to
time. The foregoing indemnity shall survive termination of this Agreement and shall continue
after completion of the construction and development of the Project by Borrower. Borrower
shall be solely responsible for determining and effectuating compliance with such laws.
Borrower hereby expressly acknowledges and agrees that City has not previously affirmatively
represented to Borrower or its contractor(s) for the construction or development of the Project, in
writing or otherwise, in a call for bids or otherwise, that the work to be covered by this
Agreement is not a “public work,” as defined in Section 1720 of the Labor Code.

3.9 Insurance. Borrower shall procure and maintain, at its sole cost and expense, in a
form and content satisfactory to City, during the entire term of this Agreement, duplicate
originals or appropriate endorsements of commercial general liability insurance policies in the
amount of at least Two Million Dollars ($2,000,000) combined single limits, naming City and its
officers, employees, and agents as additional insureds or co-insureds. Borrower shall also
furnish or cause to be furnished to City evidence of builder’s risk coverage written on a
completed value basis in an amount equal to the full replacement cost of the improvements with
coverage available on the so-called non-reporting “all risk” form of policy, including coverage
against collapse, fire, and water damage, with such insurance to be in such amounts and form
and written by such companies as shall be approved by City. Such policy shall name City as a
loss payee. The foregoing insurance policies:

(a) shall be primary insurance and not contributory with any other
insurance which City may have;

(b) shall contain no special limitations on the scope of protection
afforded to City and its officers, employees, agents, and
representatives;

-15-
55136.00192\33186145.4



(c) shall be “date of occurrence” and not “claims made” insurance;

(d) shall apply separately to each insured against whom claim is made
or suit is brought, except with respect to the limits of the insurer’s
liability;

(e) shall provide that the policy will not be cancelled by the insurer or
Borrower unless there is a minimum of thirty (30) days prior
written notice to City;

(f) shall be written by a good and solvent insurer admitted in
California and registered with the California State Department of
Insurance; and

(g) shall be endorsed to state that any failure to comply with the
reporting provisions of the policies shall not affect coverage
provided to City.

Borrower shall also furnish or cause to be furnished to City evidence reasonably
satisfactory to City that Borrower’s Contractor carries workers’ compensation insurance as
required by law.

Borrower agrees that the provisions of this Section 3.9 shall not be construed as limiting
in any way the extent to which Borrower may be held responsible for the payment of damages to
any persons or property resulting from Borrower’s activities or the activities of any person or
persons for which Borrower is otherwise responsible. No later than five (5) days after the
Effective Date, Borrower shall provide evidence of the above-required insurance (such as
Certificates of Insurance of appropriate insurance binders) and obtain approval thereof from
City, which approval shall not be unreasonably withheld or delayed and may be waived in City’s
sole and absolute discretion. Evidence of builder’s risk coverage may be provided after
Borrower receives all necessary construction financing.

3.10 Right of Access. City and its officers, officials, employees, agents and
representatives shall have the right of access to the Site, upon reasonable prior written notice,
without charges or fees, for the purposes of this Agreement, including but not limited to, the
inspection of the work being performed in constructing the Project, so long as City
representatives comply with all safety rules and do not interfere with, delay or interrupt
Borrower’s construction activities. It is understood that City does not by this right of access
assume any responsibility or liability for a negligent inspection or failure to inspect.

3.11 Borrower Responsible for Cost of Development. Except to the extent City has
specifically agreed to provide the City Loan pursuant to Section 2, Borrower shall be responsible
for all costs of developing the Project, including but not limited to predevelopment costs incurred
for items such as planning, design, engineering, and environmental remediation; all development
and building fees; the cost incurred to demolish and clear any and all existing improvements,
furnishings, fixtures, and equipment from the Site requiring removal; relocation expenses
payable to occupants of the Site as required; costs for insurance and bonds (as required); costs
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for financing; all on-site construction costs; costs for any necessary public improvements; and
legal fees.

3.12 Indemnity. Borrower shall defend, indemnify, assume all responsibility for, and
hold City and their officers, officials, members, employees, agents, representatives, and
volunteers, harmless from all claims, demands, damages, defense costs or liability of any kind or
nature relating to (a)any damages to property or death or injuries to persons (including
reasonable attorneys’ fees and costs and expert witness fees), which may be caused by any acts
or omissions of Borrower under this Agreement, whether such activities or performance of this
Agreement be by Borrower or by anyone directly or indirectly employed or contracted with by
Borrower and whether such damage shall accrue or be discovered before or after termination of
this Agreement, except to the extent such matters are caused by the active negligence or willful
misconduct of City or its officers, officials, members, employees, agents, representatives, or
volunteers acting in an official capacity, or (b) any litigation, administrative or adjudicative
challenge by third parties to the validity, applicability, interpretation or implementation of this
Agreement, or the certification or approval of the environmental document(s) with respect to the
Project and this Agreement, (c) any default of this Agreement by Borrower, or (d) any activities
or conditions in, on or under the Site.

3.13 Prevailing Wage.

3.13.1 RESPONSIBILITY. BORROWER SHALL ASSUME ANY AND
ALL RESPONSIBILITY AND BE SOLELY RESPONSIBLE FOR DETERMINING
WHETHER OR NOT LABORERS EMPLOYED RELATIVE TO THE PROJECT WORK
MUST BE PAID THE PREVAILING PER DIEM WAGE RATE FOR THEIR LABOR
CLASSIFICATION AND THE APPLICABLE PREVAILING PER DIEM WAGE RATE
PURSUANT TO EITHER THE DAVIS BACON ACT (40 U.S.C. §§ 3141 ET SEQ.) OR
LABOR CODE SECTIONS 1720 ET SEQ., AS APPLICABLE.

3.13.2 WAIVERS AND RELEASES. BORROWER, ON BEHALF OF
ITSELF, ITS SUCCESSORS, AND ASSIGNS, WAIVES AND RELEASES CITY FROM ANY
RIGHT OF ACTION THAT MAY BE AVAILABLE TO DEVELOPER PURSUANT TO
LABOR CODE SECTION 1781 OR THE DAVIS BACON ACT. RELATIVE TO THE
WAIVER AND RELEASE CONTAINED IN THIS SECTION 3.10.2, BORROWER
ACKNOWLEDGES THE PROTECTIONS OF CIVIL CODE SECTION 1542, WHICH
READS AS FOLLOWS:

A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS THAT THE
CREDITOR OR RELEASING PARTY DOES NOT KNOW OR SUSPECT TO
EXIST IN HIS OR HER FAVOR AT THE TIME OF EXECUTING THE
RELEASE, WHICH IF KNOWN BY HIM OR HER MUST HAVE
MATERIALLY AFFECTED HIS OR HER SETTLEMENT WITH THE
DEBTOR OR RELEASED PARTY.
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3.13.3 INITIALS. BY INITIALING BELOW, BORROWER KNOWINGLY
AND VOLUNTARILY WAIVES THE PROVISIONS OF SECTION 1542 SOLELY IN
CONNECTION WITH THE WAIVERS AND REJ.EASES OF SECTION 3.10:

Initials of Authorized
BORROWER Representative

3.13.4 INDEMNITY. BORROWER SHALL INDEMNIFY CITY |,
PURSUANT TO SECTION 3.12, AGAINST ANY PREVAILING WAGE ACTIONS
ARISING FROM THIS AGREEMENT, THE DEMOLITION WORK OR THE
CONSTRUCTION ASSOCIATED WITH THE PROJECT.

3.14 Relocation Indemnification. Botrower shall have the sole and exclusive
responsibility for providing relocation assistance and paying all relocation costs required to
comply with all applicable federal and state laws, rules, and regulations, including but not
limited to the California Relocation Assistance Law, Government Code Section 7260, et seq.,
and the implementing regulations thereto codified in California Code of Regulations, Title 25,
Chapter 6, Section 6000, et seg. (collectively, the “Relocation Laws™). Any relocation shall be
performed in accordance with a relocation plan approved by City. Borrower shall indemnify,
defend, and hold City harmless from and against any alleged or actual claims, liabilities,
damages, remedies, causes of action, demands, r losses, and other liabilities made against them
related to (1) the acquisition or the use of the Site by Borrower; (2) Compliance with the
Relocation Laws; (3) displacement or benefits owned to tenants on the Site including without
limitation claims for relocation assistance and inverse condemnation; and (4) any other
compensation of whatever kind or nature arising from current or prior occupancy or use of the
Site, and/or any move, displacement, relocation therefrom.

4. USE OF SITE; AFFORDABILITY COVENANTS.

Borrower and its successors and assigns shall use, operate, and maintain the Site as an
affordable rental housing project in accordance with the provisions of this Agreement and the
Regulatory Agreement. The Regulatory Agreement provides that a maximum of forty-nine
percent (49%) of units in the housing complex on the Site shall be rented to income-qualified
tenants at Affordable Rents, as that term is defined herein and in the Regulatory Agreement, for a
period of fifty-five (55) years.

The current Affordable Rent is as follows, but is subject to change pursuant to state law,
as issued by the California Department of Housing and Community Development, or TCAC.
The following table is meant to be illustrative of Affordable Rent, however, Borrower is required
to’ensure applicable affordability restrictions follow the more restrictive linits based on funding
sources.
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INCOME LIMIT [2PERSON | 4 PERSON [ONE TWO THREE
CATEGORY BASED HOUSEHOLD HOUSEHOLD | BEDROOM BEDROOM | BEDROOM

ON 2020 HCD

INCOME LIMITS | | . [
Extremely Low | $30,750 $38,430 $720 $864 $999
Housing (>30% ‘
AMI) |

!l | | - ] . = | -
Very Low Income  $41,000 $51,240 $961 $1,153 | $1,332
(>40% AMI) . ‘ _.

| Very Low Income $51,250 $64,050 $1,201 | $1,441 $1,665

es%AM) | __ |
Low Income | $61,500 | $76,860 | $1,441 $1,729 $1,998
(>60% AMI)

|
5. OPERATING STANDARDS

5.1 Selection of Tenants. The City desires that the Project serve as many local residents
and those working in the City as possible. To that end, the Borrower shall employ its best efforts
to provide information to the City community regarding the availability of the units and provide
guidance and instructions to interested local partics. Borrower shall be responsible for the
selection of tenants for the units in compliance with this Agreement and consistent with the
Prescribed Rent Levels and Tenant Mix. To the greatest extent legally allowable, preference will
be afforded residents to the City and persons who are verifiably living or employed within City
limits. Borrower shall conduct due diligence and background evaluation of all prospective
tenants, including, without limitation, a criminal background check and third-party verification
of income, to evaluate references, credit worthiness, and related qualifications.

5.2 Occupancy Limits. To the greatest extent allowed by law, the maximum occupancy
of the units shall not exceed more than such number of persons as is equal to two persons per
bedroom, plus one. Thus, for the one (1) bedroom units, the maximum occupancy shall not
exceed three (3) persons. For the two (2) bedroom units, the maximum occupancy shall not
exceed five (5) persons. For the three (3) bedroom units, the maximum occupancy shall not
exceed seven (7) persons.

5.3 Income of Tenants. Each Person or family qualifying to occupy one of the
restricted units shall done so at the appropriate Affordable Rent, based on the more restrictive
limits of Borrower’s funding source, which meets the eligibility requirements established for the
corresponding unit, and Borrower shall obtain a certification from each tenant renting or leasing
each unit which substantiates such fact.

5.4 Property Manager. Borrower shall manage or cause the Project, and all
appurtenances thereto that are a part of the Project, to be managed in a prudent and business-like
manner, consistent with good property management standards for other comparable first quality,
well-managed affordable rental housing projects in the County. Borrower may contract with a
property management company or property manager, to operate and maintain the Project;
provided, however, the selection and hiring of the Property Manager (and each successor or
assignee), including any Affiliate, is and shall be subject to prior written approval of the City
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Manager (or designee) in his or her discretion. The Property Manager shall manage the Project
in accordance with the definitions of Affordable Rent herein, the tenant selection requirements
contained in Section 5.1, and the definitions relating to income contained in Section 5.3.
Borrower shall conduct due diligence and background evaluation of any potential third-party
property manager or property management company to evaluate experience, references, credit
worthiness, and related qualifications as a property manager. Any proposed property manager
shall have significant and relevant prior experience with affordable housing projects and
properties comparable to the Project and the references and credit record of such property
manager/company shall be investigated (or caused to be investigated) by Borrower prior to
submitting the name and qualifications of such proposed property manager to the City Manager
for review and approval. A complete and true copy of the results of such background evaluation
shall be provided to the City Manager. Approval of a Property Manager by the City Manager
shall not be unreasonably delayed but shall be in his/her sole reasonable discretion, and the City
Manager shall use good faith efforts to respond as promptly as practicable in order to facilitate
effective and ongoing property management of the Project on either a temporary or permanent
basis. The replacement of a Property Manager by Borrower and/or the selection by Borrower of
any new or different Property Manager during the Affordability Period shall also be subject to
the foregoing requirements, cxcept in the case of temporary management by a lender or limited
partner of Borrower, which shall be immediately submitted to City for approval and will not last
longer than 30 days.

5.5 Property Management Plan. Within the time set forth in the Schedule of
Performance, Borrower shall prepare and submit to the City Manager for review and approval, a
management plan for the Project which must include a detailed plan and strategy for long term
marketing, operation, maintenance, repair and security of the Project, inclusive of social services
for the residents of the units, on-site parking policies, and the method of selection of tenants,
rules and regulations for tenants, and other rental policies for the Project (“Property Management
Plan™). The City Manager shall review and shall act reasonably to approve or disapprove the
Property Management Plan within a reasonable time. The approval of the Property Management
Plan is a necessary condition precedent to approval by City of Project building plans.
Subsequent to approval of the Property Management Plan by the City Manager the ongoing
management and operation of the Project shall be in compliance with the approved Property
Management Plan. During the Affordability Period, Borrower and its Property Manager may
from time to time submit to the City Manager proposed amendments to the Property
Management Plan, the implementation of which shall also be subject to the prior written
approval of the City Manager.

5.6 Code Enforcement. Borrower acknowledges and agrees that the City, and their
employees and authorized agents, shall have the right to conduct code compliance and/or code
enforcement inspections of the Project and the units, both exterior and interior, at reasonable
times and upon reasonable notice (not less than forty-eight (48) hours’ prior notice, except in an
emergency) to Borrower and/or an individual tenant. If such notice is provided by City
representative(s) to Borrower, then Borrower (or its Property Manager) shall immediately and
directly advise any affected tenant of such upcoming inspection and cause access to the area(s)
and/or unit(s) at the Project to be made available and open for inspection. Borrower shall
include express advisement of such inspection rights within the lease/rental agreements for each
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unit in the Project in order for each and every tenant and tenant household to be aware of this
mspection right.

6. DEFAULTS AND REMEDIES.

6.1 Defaults-General. Failure or delay by either party to perform any term or provision
of this Agreement constitutes a default under this Agreement; provided, however, such party
shall not be deemed to be in default if (a) it cures, corrects, or remedies such default within thirty
(30) days after receipt of a notice from the other party specifying such failure or delay, or (b) for
defaults that cannot reasonably be cured, corrected, or remedied within such time period, if such
party commences to cure, correct, or remedy such failure or delay within such time period after
receipt of a notice from the other party specifying such failure or delay, and diligently prosecutes
such cure, correction or remedy to completion, within an additional sixty (60) days following the
conclusion of such thirty (30) day period (for a total of ninety (90) days). The injured party shall
give written notice of default to the party in default, specifying the default complained of by the
injured party. Except as required to protect against further damages, the injured party may not
institute legal proceedings against the party in default until the time for cure, correction, or
remedy of a default has expired. Except as otherwise expressly provided in this Agreement, any
failure or delay by a party in giving a notice of default or in asserting any of its rights and
remedies as to any default shall not constitute a waiver of any default, nor shall it change the
time of default, nor shall it deprive such party of its right to institute and maintain any actions or
proceedings which it may deem necessary to protect, assert, or enforce any such rights or
remedies.

6.2 Institution of Legal Actions. In addition to any other rights or remedies, either
Party may institute legal action to cure, correct, or remedy any default, to recover damages for
any default, or to obtain any other remedy consistent with the purposes of this Agreement. Such
legal actions must be instituted and maintained in the Superior Court of the County of Orange,
State of California, or in any other appropriate court in that county.

6.3 Applicable Law. The internal laws of the State of California without regard to

conflict of law principles shall govern the interpretation and enforcement of this Agreement.

6.4 Additional Citv Remedies. In addition to any other rights or remedies available at
law or in equity, upon a default of Borrower , City may do any of the following: (a) refuse to
advance all or any part of the City Loan; (b) wholly or partially suspend or terminate the award
of the City Loan; (c) wholly or partially suspend or terminate this Agreement; and (d) require
Borrower to repay any City Loan funds which City determines were not expended in compliance
with the requirements of this Agreement. Upon the occurrence of an event which, with the
passage of time or the giving of notice, would constitute a default of Borrower, City may
temporarily withhold disbursement of City Loan proceeds pending correction of the default by
Borrower.

6.5 Richts and Remedies are Cumulative. Except as otherwise expressly stated in this
Agreement, the rights and remedies of the parties are cumulative, and the exercise by either party
of one or more of its rights or remedies shall not preclude the exercise by it, at the same or
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different times, of any other rights or remedies for the same default or any other default by the
other party.

7. GENERAL PROVISIONS.

7.1 Attornevs’ Fees. If either party commences an action against the other party arising
out of or in connection with this Agreement, the prevailing party shall be entitled to recover
reasonable attorney’s fees and costs of suit from the losing party.

7.2 Notices. All notices to be delivered under this Agreement to the other party shall be
addressed to the respective parties as set forth below or to such other address and to such other
persons as the parties may hereafter designate by written notice to the other parties hereto:

To City: Copy to:

City of Lake Forest Best Best & Krieger LLP

100 Civic Center Drive 18101 Von Karman Avenue

Lake Forest, CA 92630 Irvine, CA 92612

Attention: Debra Rose, City Manager Attention: Matthew Richardson, Esq.
Facsimile: (949) 260-0972 Facsimile: (949) 260-0972

Email: drose@lakeforestca.gov Email: matthew.richardson@bbklaw.com
To Borrower: Copy to:

National Community Renaissance of California Edward A. Hopson Esq.

9065 Haven Avenue, Suite 100 655A North Mountain Avenue

Rancho Cucamonga, CA 91730 Upland, CA 91786

Attention: Michael Ruane, Executive Vice-President  Facsimile: (909) 920?7’ 727

Facsimile: (909) 483-2448 Email: ehopson@uia.net

Email: mruane@nationalcore.org

Notices personally delivered; delivered through the United States mail, by registered or
certified mail, postage prepaid; by means of prepaid overnight delivery service; or by email are
acceptable forms of notice. Notices shall be deemed given upon receipt in the case of personal
delivery, two days after deposit in the mail, or the next business day in the case of email or
overnight delivery. Such written notices, demands, and communications shall be sent in the same
manner to such other addresses as any Party may from time to time designate in writing,

7.3 Assignment and Transfer by Borrower. The qualifications and identity of Borrower
are of particular concern to City. It is because of those qualifications and identity that City has
provided financial assistance to Borrower and entered into this Agreement with Borrower.
Accordingly, Borrower shall not, whether voluntarily, involuntarily, or by operation of law,
undergo any significant change in ownership or assign all or any part of this Agreement or any
rights hereunder or in the Property or in the Project except as approved by the City. In
considering whether it will grant approval to any assignment by Borrower of its interest in the
Site and this Agreement, City shall consider factors such as the financial strength and capability
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of the proposed transferee to perform Borrower’s obligations hereunder and the proposed
assignee's experience and expertise in the planning, financing, development and operation of
similar projects. City acknowledges that Borrower intends to transfer fee title to the Site prior to
commencing development of the Project to either NCRC Lake Forest LLC, a limited liability
company, or NCRC Lake Forest LP, a California limited partnership. NCRC Lake Forest LLC
and NCRC Lake Forest, LP are both affiliates of Borrower. City agrees that NCRC Lake Forest
LLC and NCRC Lake Forest LP are preapproved transferees under this Agreement. Prior to the
transfer of the Site to either NCRC Lake Forest LLC and NCRC Lake Forest LP, Borrower shall
enter into an assignment and assumption agreement in a form approved by City. If the transfer
occurs prior to the date the Note, Deed of Trust and Regulatory Agreement are to be executed,
the forms of such documents shall be modified prior to execution to name either NCRC Lake
Forest LLC and NCRC Lake Forest LP as the party and signator.

7.4 Binding on Heirs. This Agreement shall be binding upon the parties hereto and
their respective heirs, representatives, transferees, successors, and assigns.

7.5 Entire Agreement, Waivers. and Amendments. This Agreement incorporates all of
the terms and conditions mentioned herein, or incidental hereto, and supersedes all negotiations
and previous agreements between the parties with respect to all or part of the subject matter
hereof. All waivers of the provisions of this Agreement must be in writing and signed by the
appropriate authorities of the party to be charged. Any amendment or modification to this
Agreement must be in writing and executed by City and Borrower,

7.6 Interpretation: Governing Law. This Agreement shall be construed according to its
fair meaning and as if prepared by both parties hereto. This Agreement shall be construed in
accordance with the internal laws of the State of California.

7.7 Authority. The person(s) executing this Agreement on behalf of the parties hereto
warrant that (i) such party is duly organized and existing, (ii) they are duly authorized to execute
and deliver this Agreement on behalf of said party, (iii) by so executing this Agreement, such
party is formally bound to the provisions of this Agreement, and (iv) the entering into this
Agreement does not violate any provision of any other agreement to which said party is bound.

7.8 Nonliability of City Officials and Employees. No member, official, employee, or
contractor of City shall be personally liable to Borrower in the event of any default or breach by
City or for any amount which may become due to Borrower or on any obligations under the
terms of this Agreement.

7.9 Enforced Delayv: Extension of Times of Performance. In addition to specific
provisions of this Agreement, and except as expressly set forth in this Section 6.9, performance
by either party hereunder shall not be deemed to be in default and such party shall be entitled to
an extension of time to perform its obligations hereunder where delays in performance are due to
causes beyond the control and without the fault of such party, including as applicable: war;
insurrection; strikes; lockouts; riots; floods; earthquakes; fires; casualties; acts of the public
enemy; epidemics; quarantine restrictions; freight embargoes; lack of transportation; unusually
severe weather; inability to secure necessary labor, materials or tools; delays of any contractor,
subcontractor ot supplies; acts of the other party; acts or the failure to act of City or any other
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public or governmental agency or entity (except that any act or failure to act of or by City shall
not excuse performance by City). Notwithstanding the foregoing, Borrower’s inability to secure
satisfactory financing, interest rates, and market and economic conditions shall not entitle
Borrower to an extension of time to perform. An extension of time for any cause permitted
under this Section 7.9 shall be limited to the period of the enforced delay, which period shall
commence to run from the time of the commencement of the cause, if notice by the party
claiming such extension is sent to the other party within thirty (30) days of knowledge of the
commencement of the cause. If no written notice is sent within thirty (30) days, for purposes of
measuring the extension period for performance of the obligation in question, the period of the
enforced delay shall commence to run from the date written notice is sent to the other party.

Times of performance under this Agreement may be extended by mutual written
agreement of City and Borrower.

7.10 Severability. If any term, provision, covenant, or condition of this Agreement is
held by a court of competent jurisdiction to be invalid, void, or unenforceable, the remainder of
this Agreement shall not be affected thereby to the extent such remaining provisions are not
rendered impractical to perform taking into consideration the purposes of this Agreement. In the
event that all or any portion of this Agreement is found to be unenforceable, this Agreement or
that portion which is found to be unenforceable shall be deemed to be a statement of intention by
the parties; and the parties further agree that in such event, and to the maximum extent permitted
by law, they shall take all steps necessary to comply with such procedures or requirements as
may be necessary in order to make valid this Agreement or that portion which is found to be
unenforceable.

7.11 Representations and Warranties. Borrower and each person executing this
Agreement on behalf of Borrower represents and warrants that: (a) Borrower is a California
corporation in good standing and authorized to do business in the County of Orange; (b)
Borrower has all requisite power and authority to carry out its business as now and whenever
conducted and to enter into and perform its obligations under this Agreement and the agreements
attached to this Agreement; (c) by proper action of Borrower, Borrower’s signatories have been
duly authorized to execute and deliver this Agreement; (d) the execution of this Agreement by
Borrower does not violate any provision of any other agreement to which Borrower is a party;
and (e) except as may be specifically set forth in this Agreement, no approvals or consents not
heretofore obtained by Borrower are necessary in connection with the execution of this
Agreement by Borrower or with the performance by Borrower of its obligations hereunder.

7.12 City_Contract Administration. The City Manager for the City (or his or her
authorized representative) shall administer this Agreement on behalf of City and shall have the
authority to issue interpretations, waive provisions, extend deadlines, and enter into amendments
of this Agreement on behalf of City so long as such actions do not substantially add to the costs
of City as specified herein.

7.13 Plans. Drawings and Documents to be Assigned to Citv. If this Agreement is
terminated for any reason other than an uncured material default by City hereunder, Borrower
covenants to immediately assign and release to City any ownership rights and interest that
Borrower may have in any and all of the plans, drawings, and permits as have been prepared for
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the development of the Project prior to the termination; provided, that Borrower does not
covenant to convey the copyright or other ownership rights of third parties.

7.14 Execution in Counterpart. This Agreement may be executed in several
counterparts, and all so executed shall constitute one agreement binding on all parties hereto,
notwithstanding that all parties are not signatories to the original or the same counterpart.

7.15 Attachments. Attachment Nos. 1-8 attached to this Agreement are incorporated
herein by this reference and made a part hereof. Said Attachments are identified as follows:

ATTACHMENT NO. 1 LEGAL DESCRIPTION OF SITE

ATTACHMENT NO. 2 SCHEDULE OF PERFORMANCE

ATTACHMENT NO. 3 PROJECT BUDGET

ATTACHMENT NO. 4 PROMISSORY NOTE SECURED BY DEED OF TRUST
WITH ASSIGNMENT OF RENTS

ATTACHMENT NO. 5 DEED OF TRUST WITH ASSIGNMENT OF RENTS

ATTACHMENT NO. 6 REGULATORY AGREEMENT AND DECLARATION
OF COVENANTS AND RESTRICTIONS

ATTACHMENT NO. 7 BORROWER’S PRO FORMA

ATTACHMENT NO. 8 CERTIFICATE OF COMPLETION

[signatures on following page]
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IN WITNESS WHEREOF, City and Borrower have executed this Agreement as of the
date set forth above.

“CITY”

CITY OF LAKE FOREST, a California
municipal corporation

Maydr /
ATTEST:
Secretary o '
APPROVED AS TO FORM:
City Att;)rney B

“BORROWER”

NATIONAL COMMUNITY RENAISSANCE
OF CALIFORNIA, a California nonprofit
public benT‘ﬁt corporaLion

By: |/
Its: Chief Financial Officer
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ATTACHMENT NO. 1
LEGAL DESCRIPTION OF SITE

That certain property located in the City of Lake Forest, County of Orange, State of
California, described as follows:

That portion of Parcel 3 in the City of Lake Forest, County of Orange, State of California,
as shown on the map filed in Book 89 of Parcel Maps at Pages 26 and 27, inclusive, in the Office
of the County Recorder of said county, lying southwesterly, westerly and northwesterly the line
described as follows:

Beginning at a point on the line shown as N46°30'00"E 305.67’ on said map, said point
being South 46°41'57" West, a distance of 8.51 feet from the northeasterly terminus of said line;

thence,

Leaving said line, North 43°16'40" West, a distance of 107.02 feet; thence,
North 46°43'18" East, a distance of 110.84 feet; thence,

North 43°16'42" West, a distance of 22.73 feet; thence,
North 46°43'11" East, a distance of 35.27 feet more or less to the northeasterly line of said Parcel

3.
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ATTACHMENT NO. 2

SCHEDULE OF PERFORMANCE

ITEM OF PERFORMANCE . TIME FOR PERFORMANCE
1. Borrower provides evidence of insurance ' Within 5 days after the Effective Date.
L (§3.9). .
2. | Borrower submits final building plans for City's ' The earlier of (i) 120 days after the Tax
| ‘ review and approval (§ 3.6). Credit Allocation Date, or (ii) January I,
2022.

3. | City approves (or disapproves) final building Within 45 days after a complete submittal.

| plans for Project (§ 3.6).

4. | If final building plans are disapproved (Item No. = Within 20 days after notice of disapproval.
3), Borrower makes necessary corrections and
revisions and resubmits and uses reasonable

 diligence to seek approval of same (§ 3.6).

5. | Borrower submits evidence of financial The earlier of (i) 120 days after the Tax
| capability (§ 2.8). Credit Allocation Date, or (ii) January 1,
2022.
|
6. ‘ City's Community Development Director Within 20 days after receipt of submittal.

approves (or disapproves) Borrower's evidence
i | of financial capability (§ 2.8).

' 8. Borrower executes and delivers to City the City | Within 5 days after the satisfaction of all of
Note, Deed of Trust and Regulatory Agreement | the Funding Conditions in Section 2.3(b)-

L (§2.7). L (2) - o
|
9. All of the Funding Conditions are satisfied The earlier of (i) 120 days after the Tax ‘
(§ 2.4). Credit Allocation Date, or (ii) January 1,

2022, or such earlier time as provided in the
Agreement with respect to individual
Funding Conditions. |

10. | City executes and records the Deed of Trust and | Within 10 days after the Funding Conditions

' Regulatory Aureement (§ 2.7). Satisfaction Date.
{ - - - —t ni—
11. | City disburses the City Loan to Borrower After the Funding Conditions Satisfaction
(§ 2.5). | Date as Eligible Loan Expenses are incurred.
-1-
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‘ _ ITEM OF PERFORMANCE | TIME FOR PERFORMANCE

12| City approves Property Manavement Plan (£5.6) | Prior to issuance of building permits.

13. | Borrower obtains building permits and | The earlier of (i) 150 days after the Tax
commences construction of the Project (§ 3.3). Credit Allocation Date, or (ii) January 1,
2022,

14. | Borrower completes construction of the Project | Within twenty-four (24) months after
and obtains City approval of final inspection and | commencement of construction.
Certificate of Completion (§ 3.7).

It is understood that the foregoing Schedule is subject to all of the terms and conditions of
the text of the Agreement. The summary of the items of performance in this Schedule is not
intended to supersede or modify the more complete description in the text; in the event of any
conflict or inconsistency between this Schedule and the text of the Agreement, the text shall
govern.

55136.00192\33186145.4



ATTACHMENT NO. 3

PROJECT BUDGET
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PROJECT BUDGET

Projecl Name: Lake Forest - 71 unis
Projecl Address: Raymond Way
Number of Dweling Units 71
Net Renlable Area 83,600
Devsloper: National C: ity R of Cafifornia
Number of Dwelling Units: 71
TOTAL
COST
1. AGQUISITION COSTS:
Purchase Price / Note $5,600,000
Gamy Cosls $808,000
Relocation Costs $850,500
TOTAL ACQLISITION COSTS $7,448,500
2 DIRECT CONSTRUGTION COSTS:
Demolitien & Rehabiftation $856,235
Residential Bullding $15,541,259
On-site Work $2,552617
Cif-site Work $590,388
Subtofsi: $19,540,500
Genara) Conditisns 5.OC% $977 025
Sublotal: T320,517 525
Contractor's Overhead & Profk a0c%  $1,758645
Contracior Gan Liahility Irsurance $244,256
Subtotal $22,520,426
Qwner's Construction Contingency son%  $1,126,021
TOTAL DIRECT CONSTRUCTION COSTS : 723»,845.4-4 7
. SOFT COSTS:
Building Fees & Ponmils f Impact Fess $1,582,441
i sinaiiity/Envi $1006,000
Inspeslicns 7 Dry Utililies $274.000
Arch. & Civil Engineering Fees $1,950,000
Real Estate Taxes $60,000
Legat - Transaclional $125,000
tegal - Syndication $40,000
#ccounting/ingpection $50,000
Indiract Conslniclion Cosls Contingency $150,000
Markeling/Advertising Expense $50,000
Lease-up Reserve $50,000
Capltalized Trarsition Reserve $130,487
LCapimlized Operating Reserve $210,355
Common Area Furpishings $150,000
TOTAL SOFT COSTS $4,622 283
+, DEVELOPER FEE COSTS:
Devalopsr's Fea $2,500,000
Doferred Devatoper Feo 50
Developer Equity $1,800,000
TOTAL DEVELOPER FEE COSTS ,300,000
5. FINANGING COSTS
Construction Loan Inerest - Duning Gonstruction $1,082,250
Canstrutction Lean lnterest - During Leass-Up $555,000
Constiuciion Loan Fess/Costs $235,000
Lander Appraigalbarksl StudyiCost Ravisw $50.,000
Londer Lega! & Consufting {Bank + Cily) $180,060
Fermanen! Lodn FeasiCosts $35,800
Tax Cradit Allgcation Fees/nvestor Cosls §423,892
Fregevelopment Loan Costs $75,000
Bond lssuance Cosls $150,000
Titla ard Reconding (Gonsir./Parm.) 75,000
TOTAL FINANCING COSTS §2.481 842
6. SUBTOTAL DEVELOPMENT COSTS $34,950,673
TOTAL LAND COSTS. $7.448,500
TOTAL DEVELOPMENT COSTS $42,399,173
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ATTACHMENT 4
PROMISSORY NOTE SECURED BY DEED OF TRUST
WITH ASSIGNMENT OF RENTS

,20__ (“Note Date”)

FOR VALUE RECEIVED, the undersigned, National Community Renaissance of
California (“Borrower”), promises to pay to the CITY OF LAKE FOREST, a California
municipal corporation (“City”), the sum of Three Million Seven Hundred Thousand Dollars
($3,700,000.00), together with interest, plus such other costs, charges, and fees which may be
owing from time to time, all subject to the terms, conditions, and provisions hereinafter set forth
in this Promissory Note Secured by Deed of Trust With Assignment of Leases (“Note”).

Reference is made to the following (which, together with this Note are sometimes
collectively referred to as the “Loan Documents”):

(1) The Affordable Housing and Loan Agreement, with all Attachments
thereto, by and between City and Borrower, dated , as may
be amended from time to time (“Affordable Housing Agreement”), which
sets forth terms and conditions for Borrower’s development and operation
of an affordable apartment project (“Project”) on that certain real property
consisting of approximately 1.95 acres of land area located in the City of
Lake Forest, County of Orange, State of California, as more particularly
described in the legal description attached as Attachment No. 1 to the
Affordable Housing Agreement (“Site”). Capitalized terms used herein
and not otherwise defined shall have the same meaning as set forth in the
Affordable Housing Agreement.

(i)  The Regulatory Agreement and Declaration of Covenants and Restrictions
by and between City and Borrower, in the form attached as Attachment
No. 6 to the Affordable Housing Agreement, and recorded against the Site
on or about the date of this Note, as may be amended from time to time
(“Regulatory Agreement”).

(iii) The Deed of Trust With Assignment of Rents that shall be executed by
Borrower for the benefit of City securing the City Loan, and recorded
against the Site on or about the date of this Note in the Official Records of
Orange County, California, as may be amended from time to time (“Deed
of Trust™).

1. Loan Amount; Interest. The principal amount of the City’s loan to Borrower is
Three Million Seven Hundred Thousand Dollars ($3,700,000.00) (“City Loan”). Simple interest
shall accrue on the outstanding principal balance at the rate of three percent (3%) per annum, or
the maximum legal limit, whichever is less, from the date that the permanent loan made to
Borrower for the Project funds and records until accrued interest and unpaid principal are paid in
full. The City Loan shall be disbursed to Borrower in accordance with the terms set forth in the
Affordable Housing Agreement.
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2. Terms of Repayment.

(a)  Annual Residual Receipt Payments. Commencing the first year in
which the Residual Receipts (as defined below) is a positive number, and if the California
Department of Housing and Community Development (“HCD”) or any successor entity thereto
is a lender on the Project or originates a loan for the Project from a State of California loan
program which it administers (such as, for example, a “No Place Like Home” loan), then,
consistent with Section 8314(a)(2)(A) of the California Code of Regulations, Title 25, Section 1,
Chapter 7, Subchapter 19, Borrower shall make annual payments to City in an amount equal to
an allocable portion of 50% of the Residual Receipts (as defined below) produced from the
operation of the Project based upon the ratio of the initial principal balance of this Note to the
respective initial principal balances of all promissory notes evidencing loans to the Project which
are paid [rom Residual Receipts produced from operation of the Project. Payments for each
calendar year shall be made on May 31 of the following year. For purposes of this Section 2,
the following definitions shall apply

The term “Residual Receipts” shall mean, with respect to any calendar
year, the amount of Income for such calendar year reduced by the Expenses for such calendar
year.

The term “Imcome” shall mean all money and income derived by
Borrower from the Site, including without limitation all rental income paid by tenants, all rental
subsidy payments made by governmental agencies, deposits forfeited by tenants, net proceeds
received by Borrower from vending and laundry room machines, and income from any source
related to Borrower’s ownership and operation of the Project, but not including tenant deposits
unless forfeited, interest on all required reserve accounts, loan proceeds, capital contributions or
loans to Borrower by its partners or similar advances, amounts relcased from reserves or interest
On reserves, or insurance or condemnation proceeds.

The term “Expenses” shall mean the sum of the following:

(1) regularly scheduled non-contingent payments of interest, principal,
impounds (so long as required impound expense costs do not duplicate other permitted
Expenses), and fees and charges, if any, required on loans in accordance with the original
loan documents evidencing such indebtedness, or any amendments or refinancing of such
indebtedness consented to by City;

(i)  all normal and necessary expenses actually and reasonably
incurred by Borrower in owning, operating, maintaining, repairing, and replacing the
Project on the Site, including insurance premiums, taxes and assessments, maintenance
and repair expenses (to the extent that such repairs and/or maintenance expenses are not
paid out of reserves), utilities (not paid by the tenants), accounting, audit and legal
expense attributable to the Project, office expenses incurred for the operation of the
Project; salaries, wages, or other compensation to the employees or agents of Borrower
employed on-site, if any, in connection with the maintenance, leasing, administration or
operation of the Project, along with all withholding taxes, insurance premiums, social
security payments and other payroll taxes or payments; issuer, occupancy and monitoring
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inspection fees, if any; and the cost of social programs at the Project approved by City
(excluding depreciation and other similar non-cash expenses, repairs or expenses paid
from insurance proceeds and any costs or expenses paid or reimbursed by third parties,
and federal and state taxes on income);

(iii)  property management fees which shall not exceed six percent (6%)
of the gross rental income received by Borrower in connection with its rental of units at
the Project for the applicable calendar year;

(iv)  deposits and required payments into accounts maintained for
operating reserves and/or an operating deficit reserves and/or capital replacement
reserves and/or any similar reserve account established and maintained in satisfaction of
any lender or investor requirement approved by the City, in an annual amount of $250 per
unit per year, or such higher amount as required by a senior mortgagee or the tax credit
investor and approved as an Expense by City in its reasonable discretion;

(v)  reserves for operating expenses in an amount sufficient to pay six
(6) months of the expenses referred to in clauses (i)-(iii) above, or such higher amount as
required by a senior mortgagee or the tax credit investor and approved as an Expense by
City in its reasonable discretion; and any required debt service reserve payment required
by the terms of the Partnership Agreement and Borrower.

(vi)  any asset management fee paid to a limited partner in Borrower not
to exceed $5,000 per calendar year;

(vii) any partnership management fee paid to a non-profit general
partner of Borrower not to exceed $10,000 per calendar year;

(viii) ; payment of any Deferred Developer Fee paid to the “Developer,”
which shall be the Borrower unless otherwise provided in the Amended and Restated
Agreement of Limited Partnership (the “Limited Partnership Agreement™) for Borrower
or an assignee of Borrower, approved by the City’s City Manager or designee and City
Attorney as provided in the Affordable Housing Agreement, together with interest at the
interest rate thereon required to comply with applicable provisions of such Limited
Partnership Agreement until such Deferred Developer Fee and interest have been paid in
full, all to the extent such Deferred Developer Fee is not paid from capital contributions
to Borrower or from other financing proceeds;

(ix)  payments to repay (A) any voluntary loan or capital contribution
made by the tax credit investor (which has been approved by the City’s City Manager or
designee and City Attorney) while acting in its capacity as a limited partner of Borrower
(a “tax credit investor”) under the provisions of Borrower’s Limited Partnership
Agreement, and (B) any payments to repay any tax credit adjustor(s) which might be
required pursuant to applicable provisions of such Limited Partnership Agreement
approved by the City; and

x) and all other fees and expenses which may be permitted by the
annual budget approved by the City
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Expenses will be considered “normal and necessary” if incurred generally for similarly
structured, financed and restricted rental properties. Expenses shall not include any items paid
from any of the reserves described in subsections (iv) and (v) above. Commencing on the first
January 1 that occurs after a period of one (1) year has expired since the completion of the
Project and on each January 1 thereafter, the fees in subsections (iii), (vi) and (vii) may be
increased by three percent (3%) of the then current amount.

(b)  Maturity Date; Extension. Unless due at an earlier time by virtue of the
acceleration of the balance hereof in accordance with Sections 4 or 5 of this Note, any remaining
portion of the City Loan, plus unpaid accrued interest, and any other amounts due hereunder
shall be due and payable in a single lump sum payment on the date that is fifty-five (55) years
from the date that all units in the Project have received all required occupancy permits from the
City, but in no event later than the date that is fifty-seven (57) years after the Note Date.
Notwithstanding the foregoing, in the event Borrower and City mutually agree, in accordance
with the terms set forth in the Regulatory Agreement, to extend the term of the Regulatory
Agreement and the affordability restrictions therein for an additional twenty (20) years
(“Extended Affordability Period”): (i) the maturity date of this Note shall likewise be extended
for an additional twenty (20) years and all other terms of this Note shall remain in full force and
cffect; and (ii) Borrower shall not be required to make residual receipts payments to City during
the Extended Affordability Period. The City Loan shall continue to accrue interest during the
Extended Affordability Period.

©) Cost Reductions or Increases. The parties acknowledge and agree that
the City Loan is intended to partially finance the financing “gap” of the Project (the amount
needed to pay the excess of the Total Development Costs over the financing and other funding
sources available to Borrower from all other sources for construction of the Project) but in no
event to provide funding (when combined with all other sources of financing and other funding
sources available to Borrower for construction of the Project) in excess of the Total Development
Costs. The term “Total Development Costs™ shall mean the total cost set forth in the Project
Budget for the items in the Project Budget under the headings Direct Construction Cost, Soft
Costs and Financing (“Development Items™). For purposes of calculating the Total Development
Costs, the cost figures for the Development Items shall be those in the Project Budget that is
approved in connection with Borrower’s submittal of its evidence of financial capability to
develop the Project pursuant to Section 2.8 of the Affordable Housing Agreement. The term
“Actual Development Costs” shall mean the actual and reasonable expenses incurred by
Borrower for the Development Items. If the Actual Development Costs exceed the sum of all
financing and other funding sources available to Borrower for construction of the Project (the
difference being a “Project Deficit”), Borrower shall be solely responsible for causing payment
(through third party financing or other funds) of the Project Deficit. If the Actual Development
Costs are less than the sum of the financing and other funding sources available to Borrower for
construction of the Project (the difference being a “Project Surplus™), then the Project Surplus
shall be applied first to pay the deferred developer fees and then to reduce or repay the City
Loan, unless otherwise required by other project funding sources.

(d) Late Charge. If Borrower fails to timely make a required payment within
10 days following the due date of such payments, interest at the rate of ten percent (10%) per
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annum or the maximum legal rate then applicable, whichever is less, shall accrue on the
outstanding installment amount due dating from the day when that installment payment was due.

(e)  Prepayment. Borrower shall have the right to prepay all or any portion of
this Note at any time without penalty.

@ Application of Payments. All payments shall be first credited to accrued
interest, next to costs, charges, and fees which may be owing from time to time, and then to
reduction of the outstanding principal balance. All payments shall be made in lawful money of
the United States.

(2) Place of Payment. Payments shall be made to City at 100 Civic Center
Drive, Lake Forest, California, 92630 or at such other address as City or the holder of this Note
may direct pursuant to written notice delivered to Borrower.

3. Records; Audit. Borrower shall submit to City on or before the date that is 90
days following the end of each calendar year a draft of an audited financial statement of
Borrower for the preceding calendar year prepared by an independent professional accountant of
Borrower's choosing in accordance with generally accepted accounting principles, showing in
reasonably accurate detail the anticipated amount of Residual Receipts for the calendar year
covered by the draft audited financial statement. The final Borrower audited financial statement
shall be delivered to the City within 120 days following the end of each calendar year.
Remittance of any payment due to the City shall be delivered to the City within 150 days
following the end of each calendar year. Within 90 days following the end of each calendar year,
Borrower shall also submit to the City a balance sheet, statement of income and expense and
cash flows prepared by Borrower's accountant in accordance with generally accepted accounting
principles and accompanied by an accountant report and opinion (provided, however, a
calculation of Residual Receipts shall not be due until 120 days after the close of each calendar
year). The reports and certificates referred to herein shall be in such form and contain such
details and breakdown as the City may deem reasonably acceptable. The acceptance by City of
payments shall be without prejudice to City's right to an examination of the books and records of
Borrower in order to verify the amount of Residual Receipts. Borrower shall keep and maintain
full, complete, accurate and auditable books, records and accounts of all Income and Expenses
for a calendar year or partial calendar year until the date that it is at least 4 years after the
installment payment for such year is made. City and its designated agents and employees shall
have the right at reasonable times upon request, to examine and inspect all of the books and
records of Borrower for the purpose of investigating and verifying the accuracy of any payment
by Borrower. In addition, City may twice in any calendar year cause an audit of Borrower’s
books and records to be made by an independent certified accountant of City’s selection, and if
the statement of the amount due to City made by Borrower shall be found to be inaccurate, then
and in that event, there shall be an adjustment and onc party shall pay to the other on demand
such sums as may be necessary to settle in full the accurate amount that should have been paid
for the period or periods covered by such inaccurate statement and payment, together with
interest on any past due amounts in accordance with Section 2(d) herein. If said audit shall
disclose an inaccuracy in favor of Borrower which resulted in an underpayment greater than
three percent (3%) for the applicable period, then Borrower shall immediately pay to City the
cost of such audit; otherwise, the cost of such audit shall be paid by City. If City requests an

s
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inspection or makes an audit as set forth herein, the necessary books and records shall be
produced at the Site within five (5) business days after request therefor.

4, Default. Borrower shall be deemed in default of this Note in the event (i)
Borrower fails to timely make a required payment within ten (10) days following the due date of
any payment due hereunder, or (ii) Borrower is in default of any of the other terms of this Note
and such default is not cured within thirty (30) days after Borrower’s receipt of written notice
from City specifying the event constituting the default, or (iii) Borrower is in default of the
Affordable Housing Agreement, the Deed of Trust, or the Regulatory Agreement or on any
obligations under any documents relating to any other financing that is secured by the Site, and
fails to timely cure such default under the terms of the applicable agreement, or within thirty (30)
days of receipt of notice from City if there is no cure period, it being understood and agreed by
Borrower that a default of any of the foregoing agreements shall be a default of this Note. If the
Borrower fails to take corrective action to cure a default within the time limits provided in this
Note, and providing that the City shall have been provided with an address for notice for the tax
credit investor and, if any, a special limited partner (a “special limited partner”), City shall
concurrently with notice to the Borrower also give written notice of such default to the tax credit
investor and the special limited pariner. In such event, the tax credit investor and the special
limited partner shall have the same time period as that given to Borrower hereunder to cure such
default; provided, however, if the tax credit investor and the special limited partner find it
necessary to remove the general partner of the Borrower (a “General Partner™) in order that such
parties may cure such default, then the tax credit investor and the special limited partner may
remove and replace the General Partner with a substitute general partner which is the special
limited partner or is a nonprofit entity reasonably acceptable to the City, upon City’s written
approval, such removal and replacement to be completed in accordance with language for the
same in the Limited Partnership Agreement which has been approved by the City. Such
replacement general partner shall affect a cure of any such default within the time period set out
in this Note provided for the cure of such default. The City agrees to accept on the same basis as
if made by Borrower any corrective action to cure or remedy any default which might be
tendered by any tax credit investor or special limited partner (which party shall be under no
obligation to tender any such cure or remedy). Additionally, in the event that a tax credit investor
or special limited partner is precluded from curing a default of Borrower due to an inability to
remove the General Partner of Borrower as a result of a bankruptcy, injunction, or similar
proceeding by or against Borrower or its General Partner, providing that the tax credit investor or
special limited partner proceeds promptly and with reasonable diligence to remove the General
Partner of the Borrower under such circumstances and provides the City with evidence
reasonably demonstrating the same, the City agrees to forebear from completing a foreclosure
(judicial or non-judicial) during the period during which the tax credit investor and the special
limited partner are so precluded from acting. In no event shall the City be precluded from
exercising any of.its remedies in the event of a Borrower default under this Note if the City’s
security becomes or is to become materially jeopardized by a failure to cure a default or by the
default itself.

5. Acceleration Upon Sale, Lease, Encumbrance, Refinance. To the extent
permitted by applicable law, in addition to City’s acceleration rights under Section 4, if Borrower
shall (i) directly or indirectly, voluntarily or involuntarily, sell, assign, transfer, dispose of,
alienate, encumber, lease, or agree to sell, assign, transfer, dispose of, alienate, encumber, lease

-6-
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all or any portion of any interest in the Site (excluding the lease of the units on the Site in
accordance with the Regulatory Agreement, the lien of the Permitted Encumbrances, and any
other assignment, transfer, or encumbrance approved in writing by City and any transfer
permitted by the terms of the Affordable Housing and Loan Agreement between City and
Borrower); or (ii) refinance any lien or encumbrance which has priority over the Deed of Trust
for a loan amount in excess of the then outstanding sum secured by such lien or encumbrance or
further encumber the Site except as approved by City’s City Manager or designee and City
Attorney, then, or at any time thereafter, City, at its option, may declare the entire indebtedness
evidenced hereby immediately due and payable. Notwithstanding anything to the contrary
contained herein, the following transactions shall be deemed expressly permitted hereunder: (a)
transfer by a tax credit investor or a special limited partner of the Borrower to any other entity
which is an affiliate of such parties or which is controlled by such parties, so long as such
transfer is in compliance with the applicable terms of the Limited Partnership Agreement which
has been approved by the City’s City Manager or designee and City Attorney; (b) a change in the
beneficial ownership of the tax credit investor or special limited partner so long as each such
entity remains controlled by the ownership entity therefore or an affiliate thereof and such
change in ownership is in compliance with applicable provisions of the Limited Partnership
Agreement which has been approved by the City’s City Manager or designee and City Attorney;
(c) the pledge or encumbrance of the interests of the tax credit investor or the special limited
partner to or for the benefit of any financial institution which enables the tax credit investor to
make its capital contributions to the Borrower, as well as provision of a collateral interest given
to such financial institution if and as customary in similar tax credit projects; and (d) removal of
any General Partner in Borrower by the tax credit investor or the special limited partner and
replacement of any removed General Partner with a General Partner pursuant to the applicable
provisions of the Limited Partnership Agreement approved by the City’s City Manager or
designee and City Attorney.

6. Collection Cests; Litigation. If this Note is not paid when due, whether at
maturity or by acceleration, Borrower promises to pay all costs of collection, including, but not
limited to, attorneys’ fees and all expenses incurred in connection with the protection or
realization of the collateral securing the payment hereof or enforcement of any guarantee,
incurred by City on account of such collection, whether or not suit is filed hereon. In any
litigation between the parties arising out of this Note, the Superior Court of the State of
California in and for the County of Orange shall have exclusive jurisdiction.

7. Waivers. To the extent permitted by law, Borrower and all endorsers, guarantors,
and persons liable or to become liable on this Note waive presentment, protest, and demand,
notice of protest, demand, and dishonor and nonpayment of this Note and any and all other
notices or matters of a like nature, and consent to any and all renewals and extensions near the
time of payment hereof and agree further that at any time and from time to time without notice,
the terms of payment herein may be modified or the security described in any documents
securing this Note released in whole or in part or increased, changed, or exchanged by agreement
between City and any owner of the premises affected by said documents securing this Note,
without in any way affecting the liability of any party to this Note or any persons liable or to
become liable with respect to any indebtedness evidenced hereby.
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8. No Waiver by City. No waiver of any breach, default, or failure of condition
under the terms of this Note or the Deed of Trust or the obligations secured thereby shall be
implied from any failure of City to take, or any delay be implied from any failure by City in
taking action with respect to such breach, default, or failure from any prior waiver of any similar
or unrelated breach, default, or failure.

9. Usury. Notwithstanding any provision in this Note, the Deed of Trust, or other
document securing same, the total liability for payment of any interest shall not exceed the limit
now imposed by applicable laws of the State of California.

10.  Not Assignable. This Note shall not be assignable or assumable without the
express written consent of City, which may be given or withheld in City’s sole and absolute
discretion.

11.  Severability; Governing Law; Amendment. The unenforceability or invalidity
of any provision or provisions of this Note as to any persons or circumstances shall not render
that provision or those provisions unenforceable or invalid as to any other provisions or
circumstances, and all provisions hereof, in all other respects, shall remain valid and enforceable.
This Note has been executed and delivered by Borrower in the State of California and is to be
governed and construed in accordance with the laws thereof. Neither this Note nor any term
hereof may be waived, amended, discharged, modified, changed, or terminated orally; nor shall
any waiver of any provision hercof be effective except by an instrument in writing signed by
Borrower and City.

12. Non-Recourse Provisions. This Note shall become a nonrecourse obligation of
Borrower on the date that construction of the Project is completed as evidenced by issuance by
City of a certificate of occupancy for all of the units in the project. At such time as this Note
becomes nonrecourse, City agrees that Borrower and its constituent members (the “Nonrecourse
Parties”) shall not be personally liable for the payment of any sums now or hereafter owing City
under the terms of this Note. If any default should occur under the Loan Documents, City agrees
that 1its rights, as to the Nonrecourse Parties for any monetary claim, shall be limited to a
proceeding against the security for the indebtedness evidenced by this Note, and that it shall have
no right to proceed directly against the Nonrecourse Parties for the satisfaction of any monetary
claim against Borrower or for any deficiency judgment remaining after foreclosure of any real or
personal property securing the obligations owed to City under the Loan Documents. It is
expressly understood and agreed, however, that nothing contained in this Section 12 shall in any
manner or way constitute or be deemed a release of the debt evidenced by the Note or otherwise
affect or impair the enforceability against Borrower of the liens, deeds of trust, assignments,
rights and security interests created by the Deed of Trust or any other instrument or agreement
evidencing, securing or related to the indebtedness evidenced by the Note. Nothing in this
Section 12 shall: (a) preclude City from foreclosing the lien of the Deed of Trust or from
enforcing any of its rights or remedies in law or in equity against Borrower or its assets except as
stated in this Section 12; (b) impair, in any manner, any right, remedy or recourse City may have
against any party executing a guaranty or indemnity or any obligor of a performance or payment
bond furnished under the Loan Documents pursuant to such performance or payment bond;
(c) impair, in any manner, any right, remedy or recourse City may have against the Borrower or
its General Partner for iraud, waste or a material breach of any of the representations and
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warranties contained in any of the Loan Documents; (d) impair, in any manner, any right,
remedy or recourse City may have against the Borrower or its General Partner for
indemnification under any of the Loan Documents; (e) impair, in any manner, any right, remedy
or recourse City may have against the Borrower or its General Pariner for Borrower’s failure to
procure or maintain policies of insurance required by City to the extent of any loss proceeds
which would have been generated by an uninsured loss which Borrower was required to insure
hereunder; (f) impair, in any manner, any right, remedy or recourse City may have against the
Botrower or its General Partner for any prohibited sale, transfer, conveyance or encumbrance in
breach of any of the Loan Documents; or (g) impair, in any manner, any right, remedy or
recourse City may have against the Borrower or its General Partner as a result of any right,
remedy or recourse to which City has been subrogated for any rcason (other than to the extent
Borrower has paid or performed the obligation to which City has been subrogated).

[signatures on next page]
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IN WITNESS WHEREOF, Borrower has executed this Note as of the date first above
written.

“BORROWER”

NATIONAL COMMUNITY RENAISSANCE
OF CALIFORNIA, a California nonprofit
public benefit corporation

By:

Its:

-10-
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ATTACHMENT NO. 5

DEED OF TRUST WITH ASSIGNMENT OF RENTS

[Attached]
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California All-Purpose Acknowledgment
| A notary public ‘or other officer completing this certificate verifies only the identity of the individual who signed the_i
document to which this certificate is attached, and not the truthfulness, accuracy, or validity of that document.

State of California

County of San Bernardino 5.8,
On __ September 8, 2020  pgfore me, Monica Rodriguez, Notary Public '
personally appeared Michael Fipn

who proved to me on the basis of satisfactory evidence to be the person whose name is
subscribed to the within instrument and acknowledged to me that he executed the same in his
authorized capacity, and that by his signature on the instrument the person, or the entity upon
behalf of which the person acted, executed the instrument.

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

MONICA RODRIGUEZ
Notary fublic - California
San Bernardina County .
§7. Commission # 2194994 =
My Gomm. Expires May 26, 2021

WITNESS my hand and official seal.

/
P4

OPTIONAL INFORMATION —— —

Description of Attached Document

: Method of Signer |dentificati !
The preceding Certificate of Acknowledgment is attached to 2 riieation -

a document titied/for the purpose of Proved to me on the basis of satisfactory evidence:

1 form(s) of identification credible witness(es)

. Notarial event is detaited in notary journal on:
containing pages, and dated |

| " Page# Entry #

The signer(s) capacity or authority is/are as:
Individual(s)

{1 Attorney-in-fact Other |
Corporate .
Officer(s) _ : Additional Signer Signer(s) Thumbprints(s)

Notary contact:

Guardian/Conservator

Partner - Limited/General |
Trustee(s)
Other;

representing: N

|




DEED OF TRUST WITH ASSIGNMENT OF RENTS
(This Deed of Trust Contains an Acceleration Clause)

THIS DEED OF TRUST is made this day of 20, between
National Community Renaissance of California, a California nonprofit public benefit corporation
(“Trustor”), whose address is 9421 Haven Avenue, Rancho Cucamonga, California, 91730,

(“Trustee”), and the CITY OF LAKE FOREST, a California municipal corporation

(“Beneﬁciary”).

1. Grant In Trust. For the purposes and upon the terms and conditions in this Deed
of Trust, Trustor grants, transfers, and assigns to Trustee, in trust, with power of sale and right of
entry and possession, the following property and any interest therein (collectively, the “Trust
Estate”): (i) the real property located in the City of Lake Forest, County of Qrange, State of
California described in Exhibit “A” attached hereto and incorporated herein by this reference
(“Real Property”); (ii) all buildings and other improvements and structures now or hereafter
located on the Real Property (collectively, the “Improvements” and together with the Real
Property shall sometimes be referred to as the “Property™); (iii) all existing and future leases,
subleases, subtenancies, licenses, agreements and incentives relating to the use, occupancy or
enjoyment of all or any part of the Property, together with any and all guaranties and other
agreements relating to or made in connection with any of the foregoing (individually, a “Lease”,
and collectively, the “Leases”); and (iv) all rents, issues, income, revenues, royalties, profits,
proceeds and earnings now or hereafter payable with respect 1o or otherwise derived from the
ownership, use, management, operation, leasing or occupancy of the Property, including, without
limitation, cash or security deposited under any of the Leases to secure the performance by the
lessees of their obligations thereunder (collectively, the “Rents™).

2. Obligations Secured. Trustor makes this grant and assignment for the purpose of
securing the following: (i) payment of the sum of Three Million Seven Hundred Thousand
Dollars ($3,700,000.00), with interest thereon according to the terms of a Promissory Note
secured by Deed of Trust of even date herewith made to Trustor, payable to the order of
Beneficiary, and any extensions or renewals thereof (the “Note”), and all other amounts due
under the Note; (ii) and payment of additional sums and interest thereon which may hereafter be
loaned to Trustor, or its successors or assigns, when evidenced by a promissory note or notes
reciting that they are secured by this Deed of Trust.

3. Right of Acceleration upon Sale/Encumbrance, Default. In the event Trustor
shall: (i) directly or indirectly, voluntarily or involuntarily, sell, assign, transfer, dispose of,
alienate, encumber, lease, or agree to sell, assign, transfer, dispose of, alienate, encumber, or
lease all or any portion of any interest in the Property (excluding the lease of the units on the
Property in accordance with that certain Regulatory Agreement and Declaration of Covenants
and Restrictions between Trustor and Beneficiary dated on or about the date hereof and recorded
against the Real Property (“Regulatory Agreement”), any transfer permitted by the terms of the
Affordable Housing and Loan Agreement between Trustor and Beneficiary, Lake Forest, dated
__ ,20__, the lien of the Permitted Encumbrances, and any other assignment, transfer, or
encumbrance approved in writing by Beneficiary; or (ii) refinance any lien or encumbrance
which has priority over this Deed of Trust for a loan amount in excess of the then outstanding
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sum secured by such lien or encumbrance or further encumber the Property; or (iii) default on
any of its obligations set forth in the Loan Documents or on any obligations under any
documents relating to any other financing that is secured by the Property and fail to cure the
default within any applicable cure period or within thirty (30) days of receipt of notice from
Beneficiary if there is no cure period, then, or at any time thereafter, Beneficiary, at its option,
may declare the entire indebtedness evidenced by the Note secured by this Deed of Trust
immediately due and payable. This term “Loan Documents” shall mean this Deed of Trust, the
Note, the Affordable Housing and Loan Agreement between Trustor and Beneficiary dated

(“Loan Agreement”), and the Regulatory Agreement, as such agreements may be
amended from time to time. Any capltahzed terms contained in this Deed of Trust which are not
defined herein shall have the meaning given in the Loan Agreement, unless expressly provided
to the contrary.

4. Assignment of Rents and Performance of Leases.

41  Assignment of Rents and Leases. Trustor hereby irrevocably absolutely
and unconditionally assigns and transfers to Beneficiary all of Trustor’s right, title and interest in
and to the Leases and the Rents; provided, however, that so long as no Event of Default (as
defined in Section 5.1 below) has occurred and is continuing, Trustor shall have the right under a
license granted hereby to collect and receive all Rents as trustee for the benefit of Beneficiary
and to apply the amounts so collected first to the payment of costs and expenses associated with
the ownership, maintenance, operation and leasing of the Property, including, principal, interest
and all other amounts required to be paid under the Loan Documents, before using or applying
such Rents for any other purpose. No Rents or such other income shall be distributed or paid to
Trustor, unless such costs and expenses which are then due have been paid in full. Thereafter, so
long as no Event of Default has occurred and is continuing, the balance may be distributed to
Trustor. If an Event of Default has occurred and is continuing, Trustor’s right to collect and
receive the Rents under the license granted hereby shall cease and the license shall be revoked
automatically and, pursuant to Section 5.2.1 hereof, Beneficiary shall have the right, with or
without taking possession of the Property, to collect all Rents; provided, however, if such Event
of Default is cured, then such license shall be automatically reinstated. This is an absolute
assignment and not an assignment for security only.

4.2  Covenants Regarding Leases. Trustor shall not, without the prior written
consent of Beneficiary, (i) collect any rent from any lessee for a period of more than one (1)
month in advance, or (ii) execute any further assignment of any of its right, title and interest in
the Leases and the Rents, except in connection with financing otherwise approved by the
Beneficiary. Trustor shall (i) observe, perform and discharge each and every obligation, term,
covenant, condition and agreement of Trustor under the Leases in all material respects,
(ii) enforce the performance of each and every obligation, term, covenant, condition and
agreement in the Leases to be performed by any lessee or guarantor thereof in all material
respects, (iii) use good faith commercially reasonable efforts to keep the Property leased at a
good and sufficient rental (but at affordable rents in accordance with the Regulatory Agreement)
and on such other terms and conditions as are reasonably acceptable to Beneficiary, and
(iv) execute and deliver to Beneficiary upon demand, at any time and from time to time, any and
all assignments and other instruments which Beneficiary may deem reasonably advisable to carry
out the truc purposes and intent of the assignment set forth in Section 4.1 above.
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s. Events of Default and Remedies.

5.1  Events of Default. Any of the following events shall, at Beneficiary’s
option, constitute an event of default (an “Event of Default”) hereunder:

S.1.1 Failure to Pay. The failure of Trustor to pay (i) within ten (10)
days of its due date, any installment of principal or interest under the Note (except at maturity,
by acceleration or as part of a prepayment hereunder); (ii) all outstanding principal and accrued
interest under the Note at maturity, by acceleration or as part of a prepayment thereunder; or
(11) within ten (10) days after written notice that same is due, any sum as provided in this Deed of
Trust or any other Loan Document or any other instrument or agreement secured hereby (other
than as described in the foregoing (i) and (ii)).

5.1.2 Failure to Perform. The failure of Trustor to promptly and
completely observe or perform any term, condition, covenant, agreement or obligation contained
in this Deed of Trust, any other Loan Document or any other instrument or agreement secured
hereby, and the continuation of such failure following the expiration of any applicable notice,
cure or grace period, if any, provided for therein or herein; provided, however, that in the event
no cure or grace period is otherwise provided for herein or therein, such failure shall not be an
Event of Default hereunder if Trustor observes or performs such term, condition, covenant,
agreement or obligation within thirty (30) days of receipt of written notice from Beneficiary of
Trustor’s failure to observe or perform any such term, condition, covenant, agreement or
obligation (or if not reasonably susceptible of cure within thirty (30) days, then for a reasonable
time thereafter provided the cure is commenced in thirty (30) days and diligently and
continuously prosecuted to a cure within sixty (60) additional days thereafter).

5.1.3 Other Defaults. The occurrence of any “default” or “Event of
Default” under any of the other Loan Documents (as defined therein) or any other instrument or
agreement secured hereby and the continuation of such “default” or “Event of Default” following
the expiration of any applicable notice, cure or grace period, if any, provided for in such other
Loan Document or such other instrument or agreement secured hereby.

5.2  Remedies. During the existence of any Event of Default, Beneficiary
may, at its option, declare all indebtedness secured hereby, and the same shall thereupon become,
immediately due and payable without any presentment, demand, protest or notice of any kind.
Thereafter, Beneficiary may, at its option:

5.2.1 Termination of License. Subject to the provisions of Section 5.1
hereof, terminate Trustor’s right and license to collect the Rents, and either in person or by agent,
with or without bringing any action or proceeding, or by a receiver appointed by a court and
without regard to the adequacy of its security, enter upon and take possession of the Trust Estate
or any part thereof, in its own name or in the name of Trustee, and do any acts which it deems
necessary or desirable to preserve the value, marketability or rentability of the Trust Estate, or
any part thereof or interest therein, make, modify, enforce, cancel or accept the surrender of any
Lease, increase the income therefrom or protect the security hereof and, with or without taking
possession of the Trust Estate, sue for or otherwise collect the Rents, including those past due
and unpaid, and apply the same, less reasonable, actual, out-of-pocket costs and expenses of
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operation and collection, including, without limitation, reasonable, actual, out-of-pocket
attorneys’ fees, upon any indebtedness secured hereby, all in such order as Beneficiary may
determine. The entering upon and taking possession of all or any portion of the Trust Estate, the
collection of such Rents and the application thereof as aforesaid, or any of such acts, shall not
cure or waive any Event of Default or recorded notice of default hereunder or invalidate any
notice or act done in response to such Event of Default or pursuant to such notice of default and,
notwithstanding the continuance in possession of all or any portion of the Trust Estate or the
collection, receipt and application of Rents, Trustee or Beneficiary shall be entitled to exercise
every right provided for in any of the Loan Documents or by law during the existence of any
Event of Default, including the right to exercise the power of sale. Failure of Beneficiary at any
time, or from time to time, to collect the Rents shall not in any manner affect the subsequent
enforcement of Beneficiary of the right to collect the same.

5.2.2 Appointment of Receiver. As a matter of right and without notice
to Trustor or anyone claiming under Trustor, and without regard to the then value of the Trust
Estate or the interest of Trustor therein, to apply to any court having jurisdiction to appoint a
receiver or receivers of the Trust Estate, and Trustor hereby irrevocably consents to such
appointment and waives notice of any application therefor. Any such receiver or receivers shall
have all the usual powers and duties of receivers in like or similar cases and all the powers and
duties of Beneficiary in case of entry as provided in this Deed of Trust and shall continue as such
and exercise all such powers until the later of (i) the date of confirmation of sale of the Trust
Estate, (ii) the disbursement of all proceeds of the Trust Estate collected by such receiver and the
payment of all expenses incurred in connection therewith, and (iii) the termination of such
receivership with the consent of Beneficiary or pursuant to an order by a court of competent
jurisdiction.

5.2.4 Judicial Foreclosure of Deed of Trust. Commence an action to
foreclose this Deed of Trust as a mortgage, or specifically enforce any of the covenants hereof.

5.2.5 Power of Sale. Deliver to Trustee a written declaration of default
and demand for sale, and a written notice of default and election to cause Trustor’s interest in the
Trust Estate or any portion thereof to be sold, which notice Trustee or Beneficiary shall cause to
be transmitted and recorded, if applicable, in accordance with governing law. Upon receipt of
such notice from Beneficiary, Trustee shall cause to be recorded, published and delivered to
Trustor such Notice of Default and Election to Sell as then required by law and by this Deed of
Trust. Trustee shall, without demand on Trustor, after lapse of such time as may then be
required by law and after recordation of such Notice of Default and after Notice of Sale having
been given as required by law, sell the Trust Estate at the time and place of sale fixed by it in
said Notice of Sale, either as a whole, or in separate lots or parcels or items as Beneficiary shall
deem expedient, and in such order as it may determine, at public auction to the highest bidder for
cash in lawful money of the United States payable at the time of sale. Trustor hereby expressly
waives any right which it may have to direct the order in which any of the Trust Estate may be
sold when it consists of more than one lot or parcel, and such order of sale, whether in a single
sale or in multiple sales held on different days or at different times, shall be at the sole discretion
of Beneficiary. Trustee shall deliver to such purchaser or purchasers thereof its good and
sufficient deed or deeds conveying the property so sold, but without any covenant or warranty,
express or implied. The recitals in such deed of any matters or facts shall be conclusive proof of
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the truthfulness thereof. Any person, including, without limitation, Trustor, Trustee or
Beneficiary, may purchase at such sale to the extent permitted by law. After deducting all costs,
fees and expenses of Trustee and of this Deed of Trust and all reasonable, actual out-of-pocket
costs, fees and expenses of Beneficiary, including reasonable, actual, out-of-pocket costs of
evidence of title, and attorneys’ fees of Trustee and Beneficiary, in connection with such sale,
and subject to applicable law, Trustee shall apply, in the following priority, the proceeds of sale
to payment of: (i) first, all sums expended under the terms hereof, not then repaid, with interest
thereon according to the terms of the Debt Instrument, (ii) second, all other sums then secured
hereby, in such order of priority and in such proportion as Beneficiary in its sole discretion may
elect, and (iii) the remainder, if any, to the person or persons legally entitled thereto. Subject to
applicable law, Trustee may postpone the sale of all or any portion of the Trust Estate by public
announcement at the time and place of such sale, and from time to time thereafter may postpone
such sale by public announcement at the time fixed by the preceding postponement or
subsequently noticed sale, and without further notice make such sale at the time fixed by the last
postponement, or may, in its discretion, give a new notice of sale.

3.2.6 Other Remedies. Exercise all other rights and remedies provided
herein, in any Loan Document or other document or agreement now or hereafier securing all or
any portion of the obligations secured hereby, or provided by law. During the existence of an
Event of Default hereunder, Beneficiary may proceed in any sequence to exercise its rights
hereunder with respect to all or any portion of the Trust Estate.

5.2.7 Non-Recourse. The obligations of Trustor under the Note and this
Deed of Trust are non-recourse to the extent provided in paragraph 12 of the Note.

5.3 Remedies Not Exclusive; Waiver. No remedy herein conferred upon or
reserved to Trustee or Beneficiary is intended to be exclusive of any other remedy herein or by
law provided or permitted, but each shall be cumulative and shall be in addition to every other
remedy given hercunder or now or hereafter existing at law or in equity or by statute. Every
power or remedy given by any of the Loan Documents to Trustee or Beneficiary, or to which
either of them may be otherwise entitled, may be exercised concurrently or independently, from
time to time and as oflen as may be deemed expedient by Trustee or Beneficiary. If there exists
additional security for the obligations secured hereby, Beneficiary, at its sole option, and without
limiting or affecting any of the rights or remedies hereunder, may exercise any of the rights or
remedies to which it may be entitled hereunder either concurrently with whatever rights it may
have in connection with such other security or in such order and in such manner as Beneficiary
may deem fit without waiving any rights with respect to such other security.

6. Incorporation of Fictitious Deed of Trust. To protect the security of this Deed
of Trust, and with respect to the Property above described, Trustor expressly makes each and all
of the agreements, and adopts and agrees to perform and be bound by each and all ‘of the terms
and provisions set forth in subdivision A, and it is mutually agreed that each and all of the terms
and provisions set forth in subdivision B of the fictitious deed of trust recorded in the book and at
the page of Official Records in the office of the county recorder of the county where said
property is located, noted below opposite the name of such county, namely:

5.
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COUNTY BOOK PAGE COUNTY BOOK PAGE COUNTY BOOK PAGE COUNTY BO  PAGE

oK
Alameda 1288 556 Kings 858 713 Placer 1028 379 Sierra 38 187
Alpine 3 130-31 Lake 437 110 Plumas 166 1307 Siskiyou 506 762
Amador 133 438 Lassen 192 367 Riverside 3778 347 Solano 128 621
7
Butte 1330 513 Los Angeles T-3878 874 Sacramento 5039 124 Sonoma 206 427
7
Calaveras 185 338 Madera o11 136 San Benito 300 405 Stanislaus 197 56
4
Colusa 323 39] Marin 1849 122 San Bernardino 6213 768 Sutter 655 585
Contra Costa 4684 ] Mariposa 90 453 San Francisco A-BD4 396 Tehama 457 183
Del Norte 101 549 Mendocino 667 92 San Joaquin 2855 283 Trinity 108 595
El Dorado 704 635 Merced 1660 753 San Luis Obispo 131 137 Tulare 253 108
0
Fresno 5052 623 Modoc 191 93 San Mateo 4778 175 Tuolumne 177 160
Glenn 469 76 Mano 69 302 Santa Barbara 2065 881 Ventura 260 237
7
Humboldt 801 83 Monterey 357 239 Santa Clara 6626 664 Yolo 769 16
Imperial 1189 701 Napa 704 742 Santa Cruz 1638 607 Yuba 398 693
Inyo 165 672 Nevada 363 94 Shasta 800 633
Kern 3756 690 Orange 7182 18 San Diego SERIES 5 Book 1964, Page 149774

shall inure to and bind the parties hereto, with respect to the Property. Said agreemernts, terms
and provisions contained in said subdivision A and B are by the within reference thereto,
incorporated herein and made a part of this Deed of Trust for all purposes as fully as if set forth
at length herein.

OPTIONAL

Though the data below is not required by law, it may prove valuable to persons relying on the document and could
prevent fraudulent reattachment of this form.

CAPACITY CLAIMED BY SIGNER DESCRIPTION OF ATTACHED DOCUMENT

O Individual
O Corporate Officer

Title(s) . Title or Type of Document
O Partner(s) O Limited

O General - - -

O Attorney-In-Fact Number Of Pages
O Trustee(s)
0O Guardian/Conservator
O Other: . August 12, 2020

Dats Of Document

Signer is representing:
Name Of Person(s) Or Entity(ies)

Signer(s) Other Than Named Above
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Trustor has caused this Deed of Trust to be executed as of the date set forth above.
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“TRUSTOR”

NATIONAL COMMUNITY
RENAISSANCE OF CALIFORNIA, a
California nonprofit public benefit corporation

By:

Its:




DO NOT RECORD

The following is a copy of Subdivisions A and B of the fictitious Deed of Trust recorded in each county in California as stated in the
foregoing Deed of Trust and incorporated by reference in said Deed of Trust as being a part thereof as if set forth at length therein.
A. To protect the security of this Deed of Trust, Trustor agrees:

1) To keep said property in good condition and repair, not to remove or demolish any building thereon; to complete or restore
promptly and in a good and workmanlike manner any building which may be constructed, damaged or destroyed thereon and to pay
when due all claims for labor performed and materials furnished therefor, to comply with all laws affecting said property or requiring any
alterations or improvements to be made thereon; not to commit or permit waste thereof; not to commit, suffer or permit any act upon said
property in violation of law; to cultivate, irrigate, fertilize, fumigate, prune and do all other acts which from the character or use of said
property may be reasonably necessary, the specific enumerations herein not excluding the general.

2) To provide, maintain and deliver to Beneficiary fire insurance satisfactory to and with loss payable to Beneficiary. The
amount collected under any fire or other insurance policy may be applied by Beneficiary upon any indebtedness secured hereby and in
such order as Beneficiary may determine, or at the option of Beneficiary the entire amount so collected or any part thereof may be
released to Trustor. Such application or release shall not cure or waive any default or notice of default hereunder or invalidate any act
done pursuant to such notice.

3) To appear in and defend any action or proceeding purporting to affect the security hereof or the rights or powers of
Beneficiary or Trustee; and to pay all costs and expenses, including cost of evidence of title and attorney’s fees in a reasonable sum, in
any such action or procgeding in which Beneficiary or Trustee may appear, and in any suit brought by Beneficiary (o foreclose this Deed.

4) To pay: at least ten days before delinquency all taxes and assessments affecting said property, including assessments on
appurtenant water stock; when due, all encumbrances, charges and liens, with interest, on said property or any part thereof, which appear
to be prior or superior hereto; all costs, fees and expenses of this Trust.

Should Trustor fail to make any payment or to do any act as herein provided, then Beneficiary of Trustee, but without
obligation so 1o do and without notice to or demand upon Trustor and without releasing Trustor from any obligation hereof, may: make
or do the same is such manner and to such extent as either may deem necessary to protect the security hereof, Beneficiary or Trustee
being authorized to enter upon said property for such purposes; appear in and defend any action or proceeding purporting to affect the
security hereof or the rights or powers of Beneficiary or Trustee; pay, purchase, contest or compromise any encumbrance, charge or lien
which in the judgment of either appears to be prior or superior hereto; and, in exercising any such powers, pay necessary expenses,
employ counsel and pay his reasonable fees.

3) To pay immediately and without demand all sums so expended by Beneficiary or Trustee, with interest from the date of
expenditure at the amount atlowed by law in effect at the date hereof, and to pay for any statement provided for by law in effect at the
date hereof regarding the obligation secured hereby any amount demanded by the Beneficiary not to exceed the maximum allowed by
law at the time when said statement is demanded.

B. It is mutvally agreed:

1) That any award in connection with any condemnation for public use of or injury to said property or any part thereof is
hereby assigned and shall be paid to Beneficiary who may apply or release such maneys received by him in the same manner and with
the same effect as above provided for disposition of proceeds of fire or other insurance,

2) That by accepting payment of any sum secured hereby after its due date, Beneficiary does not waive his right either to
require prompt paymeat when due of all other sums so secured or to declare default for failure so to pay.

3) That at any time or from time to time, without liability therefor and without notice, upon written request of Beneficiary and
presentation of this Deed and said note for endorsement, and without affecting the personal liability of any person for payment of the
indebtedness secured hereby, Trustee may: reconvey any part of said property; consent to the making of any map or plat thereof: join in
granting any easement thereon, or join in any extension agreement or any agreement subordinating the lien or charge hereof,

4) That upon written request of Beneficiary stating that all sums secured hereby have been paid, and upon surrender of this
Deed and said note to Trustee for cancellation and retention or other disposition as Trustee in its sole discretion may choose and upon
payment of its fees, Trustee shall reconvey, without warranty, the property then held hereunder. The recitals in such reconveyance of
any matters or facts shall be conclusive proof of the truthfulness thereof. The Grantee in such reconveyance may be described as “the
person ot persons legally entitled thereto.”

5) That as additional security, Trustor hereby gives to and confers upon Beneficiary the right, power and authority, during the
continuance of these Trusts. to collect the rents, issues and profits of said property, reserving unto Trustor the right, prior to any default
by Trustor in payment of any indebtedness secured hereby or in the performance of any agreement hereunder, to collect and retain such
rents, issues and profits as they become due and payable. Upon any such defaulr, Beneficiary may at any time without notice, either in
person, by agent, or be a receiver to be appointed by a court, and without regard to the adequacy of any security for the indebtedness
hereby secured, enter upon and take possession of said property or any part thereof, in his own name sue for or otherwise collect such
rents, issues, and profits, including those past due and unpaid, and apply the same, less costs and expenses of operation and collection,
including reasonable attorney’s fees, upon any indebtedness secured hereby, and in such order as Beneficiary may determine. The
entering upon and taking possession of said property, the collecting of such rents, issues and profits and the application thereof as
aforesaid, shall not cure or waive any default or notice of default hereunder or invalidate any act done pursuant to such natice.

6) That upon default by Trustor in payment of any indebtedness secured hereby or in the performance of any agreement
hereunder, Beneficiary may declare all sums secured hereby immediately due and payable by delivery to Trustee of written declaration
of default and demand for sale and of written notice of default and of election to cause to be sold said property, which notice Trustee
shall cause to be filed for record. Beneficiary also shall deposit with Trustee this Deed, said note and all documents evidencing
expenditures secured hereby.

After the lapse of such time as may then be required by law following the recordation of said notice of default, and notice of
sale having been given as then required by law, Trustee, without demand on Trustor, shall sell said property at the time and place fixed
by it in said notice of sale, either as a whole or in separate parcels, and in such order as it may determine, at public auction to the highest

-8-
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bidder for cash in lawful money of the United States, payable at time of sale. Trustee may postpone sale of all or any portion of said
property by public announcement at such time and place of sale, and from time to time thereafter may postpone such sale by public
announcement at the time fixed by the preceding postponement. Trustee shall deliver to such purchaser its deed conveying the property
s0 sold, but without any covenant or warranty, express or implied. The recitals in such deed of any matters or facts shall be conclusive
proof of the truthfulness thereof. Any person, including Trustor, Trustee, or Beneficiary as hereinafter defined, may purchase at such
sale.

After deducting all costs, fees and expenses of Trustee and of this Trust, including cost of evidence of title in connection with
sale, Trustee shall apply the proceeds of sale to payment of: all sums expended under the terms hereof, not then repaid, with accrued
interest at the amount allowed by law in effect at the date hereof: all other sums then secured hereby; and the remainder, if any, to the
person ot persons legally entitled thereto.

7) Beneficiary, or any successor in ownership of any indebtedness secured hereby, may from time to time, by instrument in
writing, substitute a successor or successors to any Trustee named herein or acting hereunder, which instrument, executed by the
Beneficiary and duly acknowledged and recorded in the office of the recorder of the county or counties where said property is situated
shall be conclusive proof of proper substitution of such successor Trustee or Trustees, who shall, without conveyance from the Trustee
predecessor, succeed to all its title, estate, rights, powers and duties. Said instrument must contain the name of the original Trustor,
Trustee and Beneficiary hereunder, the book and page where this Deed is recorded and the name and address of the new Trustee.

8) That this Deed applies to, inures to the benefit of, and binds all parties hereto, their heirs, legatees, devisees, administrators,
executors, successots and assigns. The term Beneficiary shall mean the owner and holder, including pledgees, of the note secured
hereby, whether or not named as Beneficiary herein. In this Deed, whenever the context so requires, the masculine gender includes the
feminine and/or neuter, and the singular number includes the plural.

9) That Trustee accepts this Trust when this Deed, duly executed and acknowledged, is made a public record as provided by
law. Trustee is not obligated to notify any party hereto of pending sale under any other Deed of Trust or of any action or proceeding in
which Trustor, Beneficiary or Trustee shall be a party unless brought by Trustee.

55136.00192\33186145.4



EXHIBIT “A” TO DEED OF TRUST

LEGAL DESCRIPTION OF REAL PROPERTY

That certain property located in the City of Lake Forest, County of Orange, State of
California, described as follows:

That portion of Parcel 3 in the City of Lake Forest, County of Orange, State of California,
as shown on the map filed in Book 89 of Parcel Maps at Pages 26 and 27, inclusive, in the Office
of the County Recorder of said county, lying southwesterly, westerly and northwesterly the line
described as follows:

Beginning at a point on the line shown as N46°30'00"E 305.67” on said map, said point
being South 46°41'57" West, a distance of 8.51 feet from the northeasterly terminus of said line;

thence,

Leaving said line, North 43°16'40" West, a distance of 107.02 feet; thence,
North 46°43'18" East, a distance of 110.84 feet; thence,

North 43°16'42" West, a distance of 22.73 feet; thence,
North 46°43'11" East, a distance of 35.27 feet more or less to the northeasterly line of said Parcel

3.
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ATTACHMENT NO. 6

REGULATORY AGREEMENT AND DECLARATION
OI' COVENANTS AND RESTRICTIONS
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RECORDING REQUESTED BY AND
WHEN RECORDED MAIL TO:

City of Lake Forest
100 Civic Center Drive

Lake Forest, CA 92630
Attn: City Manager

~ SPACE ABOVE FOR RECORDER’S USE ONLY
EXEMPT FROM RECORDING FEE PER
GOVERNMENT CODE §27383

REGULATORY AGREEMENT
(Mountain View Affordable Housing Project)

by and between

THE CITY OF LAKE FOREST,
a California municipal corporation,

and

NATIONAL COMMUNITY RENAISSANCE OF CALIFORNIA,
a California nonprofit public benefit corporation

[Datedasof 2020 for reference purposes only]
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REGULATORY AGREEMENT
(Mountain View Affordable Housing Project)

This REGULATORY AGREEMENT (Mountain View Affordable Housing Project)
(“Regulatory Agreement”) is made and entered into as of ,» 2020, by and
between THE CITY OF LAKE FOREST, a California municipal corporation (“City”) and
National Community Renaissance of California, a California nonprofit public benefit corporation
(“Owner”).

RECITALS

A. The City and the Owner entered into that certain Affordable Housing and Loan
Agreement (Mountain View Affordable Housing Project) dated as of (the “Affordable
Housing Agreement”), which provides that the City will loan certain funds to the Owner subject
to the terms and conditions of the Affordable Housing Agreement. Under the Affordable
Housing Agreement, the City has agreed to provide financial assistance to the Owner for
acquisition of the Property and the construction thereon by the Owner of a seventy-five (71)-unit
multifamily residential development (the “Project™).

B. The City and the Owner desire that the Project be operated as a multifamily
residential community on the Property with the residential units made available to Qualified
Households at an Affordable Rent as more specifically defined herein. This Regulatory
Agreement establishes terms and conditions which govern the operation of the Property. The
Project anticipates the following unit mix:

e 18 I-bedroom units including
o 12 Permanent Supportive Housing Units
o 3 40% Households
o 3 50% Households
e 35 2-bedroom units including
o 27 30% Households
o 4 40% Households
o 3 50% Households
o 1 exempt Manager’s Unit
* 18 3-bedroom units including:
o 4 30% Households
o 8 40% Households
o 6 50% Households

C. The terms of the Affordable Housing Agreement require that certain covenants
and affordability restrictions remain in full force and effect on the Project for a term
commencing on the date of recordation of this Regulatory Agreement and continuing for fifty-
five (55) years following the recordation of Certificate of Completion as defined herein

(“Tcml”).

D. A maximum of forty-nine percent (49%) of units in the housing complex on the
Site shall be rented to income-qualified tenants at Affordable Rents pursuant to this Agreement,



as that term is defined herein and in the Affordable Housing Agreement, for Term.

NOW, THEREFORE, IN CONSIDERATION OF THE MUTUAL COVENANTS AND
UNDERTAKINGS SET FORTH HEREIN, AND FOR OTHER GOOD AND VALUABLE
CONSIDERATION, THE RECEIPT AND SUFFICIENCY OF WHICH IS HEREBY
ACKNOWLEDGED, THE OWNER AND THE CITY DO HEREBY COVENANT AND
AGREE FOR THEMSELVES, THEIR SUCCESSORS AND ASSIGNS AS FOLLOWS:

1. Definitions of Certain Terms. AS USED IN THIS REGULATORY AGREEMENT,
THE FOLLOWING WORDS AND TERMS SHALL HAVE THE MEANING AS
PROVIDED IN THE RECITALS OR IN THIS SECTION 1, UNLESS THE SPECIFIC
CONTEXT OF USAGE OF A PARTICULAR WORD OR TERM MAY OTHERWISFE
REQUIRE. ALL INITIALLY CAPITALIZED TERMS USED AND NOT OTHERWISE
DEFINED IN THE RECITALS OR IN THIS SECTION SHALL HAVE THE MEANING
ASCRIBED TO SUCH TERM BY THE AFFORDABLE HOUSING AGREEMENT.

1.1. 30% Household. An individual or household that has a household income equal

to or less than thirty percent (30%) of then current AMI adjusted for household size, as published
by TCAC annually.

1.2. 40% Household. An individual or household that has a household income equal
to or less than forty percent (40%) of then current AMI adjusted for household size, as published
by TCAC annually.

1.3.  50% Household. An individual or houschold that has a houschold income equal
to or less than fifty percent (50%) of then current AMI adjusted for household size, as published
by TCAC annually.

1.4.  60% Household. An individual or household that has a household income equal
to or less than sixty percent (60%) of then current AMI adjusted for household size, as published
by TCAC annually.

1.5.  Affordable Rent. In reference to each Qualifying Unit, the maximum rent, with
allowance for utilities, for the applicable household income as published by the TCAC annually
to qualify for, receive and be in compliance with the applicable program for the Tax Credits
adjusted for family size. -For purposes of the calculation of Affordable Rent “adjusted for
household size” shall be the federally-mandated household size assumptions as set forth in
federal statutes or regulations for the Tax Credit program.

1.6. AMI. The Area Median Family Income or AMI for Orange County means the
most recent applicable county median family income published by California Tax Credit
Allocation Committee (TCAC).

1.7.  Annual Report. The Certification of Continuing Program Compliance attached to
this Regulatory Agreement as Attachment No. 3 and incorporated by this reference or
comparable report filed annually by the Owner with TCAC or other governmental agencies.

1.8.  Automobile Liability Insurance. Insurance coverage against claims of personal



injury (including bodily injury and death) and property damage covering all the Owner owned,
leased, hired and non-owned vehicles, with minimum limits for bodily injury and property
damage of One Million Dollars ($1,000,000). Such insurance shall be provided by a business or
commercial vehicle policy and may be provided through a combination of primary and excess or
umbrella policies, all of which shall be subject to pre-approval by the City, which approval shall
not be unreasonably withheld, delayed or conditioned.

1.9.  Certificate of Completion. The written certification of the City, in substantially
the form of Attachment No. 8 attached to the Affordable Housing Agreement, certifying that the
Project has been completed in compliance with the terms and conditions of this Regulatory
Agreement.

1.10.  City Parties. Collectively, the City and its commissions, agents, attorneys,
officers, employees, and authorized representatives.

1.11.  HUD. The United States Department of Housing and Urban Development.

1.12. Income Certification Form. The Certification of Tenant Eligibility attached to
this Regulatory Agreement as Attachment No. 2 and incorporated by this reference, or
comparable income certification form required by TCAC or other governmental agencies.

1.13.  Liability Insurance. Commercial general liability insurance against claims for
bodily injury, personal injury, death, or property damage occurring upon, in, or about the
Property, the Project or adjoining streets or passageways, at least as broad as Insurance Services
Office Occurrence Form CGO0001, with a minimum liability limit of Two Million Dollars
($2,000,000) for any one occurrence and which may be provided through a combination of
primary and excess or umbrella insurance policies. If commercial general liability insurance or
other form with a general aggregate limit is used, either the general aggregate limit shall apply
separately to the Project or the general aggregate limit shall be twice the required minimum
liability limit for any one occurrence,

1.14. Manager Unit. The one (1) Two Bedroom Unit within the Project reserved
exclusively for use by the on-site manager employed by the Owner or the Property Manager, as
applicable.

1.15. One Bedroom Unit. Any onc of the one bedroom residential accommodations
within the Project.

1.16. Project. The operation of a multi-family rental housing project which shall
include not less than seventy-one (71) units, thirty-four (34) of which shall be rented to Qualified
Househelds at Affordable Rents, and all related on- and off-site improvements, as more
particularly described in the Affordable Housing Agreement.

1.17.  Property. Approximately 3.76 acres of land area located in the City of Lake
Forest, County of Orange, State of California, of which 1.97 acres is proposed to be developed as
Project by Owner, more particularly described in the legal description attached hereto as
Attachment No. 1.



1.18.  Propertv Insurance. Insurance providing coverage for the Property and all
improvements on or to the Property against loss, damage, or destruction by fire and other hazards
encompassed under the broadest form of property insurance coverage then cuslomarily used for
like properties in the County of Orange, excluding earthquake coverage, in an amount equal to
one hundred percent (100%) of the replacement value (without deduction for depreciation) of all
improvements comprising the Project (excluding excavations and foundations) and in any event
sufficient to avoid co-insurance and with no co-insurance penalty provision, with “ordinance or
law” coverage. To the extent customary for like properties in the County of Orange at the time,
such insurance shall include coverage for explosion of steam and pressure boilers and similar
apparatus located on the Property; an “increased cost of construction” endorsement; and an
endorsement covering demolition and cost of debris removal, all subject to-policy sublimits,
Property Insurance shall also include rental or business interruption insurance in an amount, at
Jeast, equal to the average annual gross income from the Project for the preceding three (3)
calendar years and providing for a 12-month extended period of indemnity.

1.19.  Qualified Households. A household that (1) intends to reside in the Qualifying

Unit; and (2) whose income does not exceed the maximum income allowable for the subject
Qualifying Unit.

1.20.  Qualifying Units. The thirty-four (34) of the seventy-one units comprised of:
3 One Bedroom Units occupied by 50% Households;

27 Two Bedroom Units occupied by 30% Households;

4 Three Bedroom Units occupied by 30% Households.

All within the Project restricted to occupancy by Qualified Households as set forth in
Section 6.

1.21.  Tax Credits. An allocation from TCAC of four percent (4%) federal low income
housing tax credits to finance a portion of the costs of the Project, in accordance with Section 42
of the Internal Revenue Code of 1986, as amended, all associated Internal Revenue Service
regulations and all associated TCAC regulations.

1.22, TCAC. The California Tax Credit Allocation Committee or its successor in
function.

1.23. Term. The period of time following the date of recordation of this Regulatory
Agreement, and ending on the fifty-fifth (55th) anniversary of recordation of the Certificate of
Completion.

1.24. Three Bedroom Unit. Any one of the three bedroom residential accommodations
within the Project.

1.25. Two Bedroom Unit. Any one of the two bedroom residential accommodations
within the Project.




1.26. Workers Compensation Insurance. Workers compensation insurance complying
with the provisions of California law and an employer’s liability insurance policy or
endorsement to a liability insurance policy, with a minimum lability limit of One Million
Dollars ($1,000,000) per accident for bodily injury or disease, covering all employees of the
Owner.

2. Reservation of Property for Affordable Housine. The Owner covenants and agrees to
reserve and restrict the Property for construction of the Project and, thereafter, reserve and
restrict use and residential occupancy of the Qualifying Units by households who, at the time of
initial occupancy of a Qualifying Unit and continuously thereafter (subject to the other
provisions of this Regulatory Agreement), until the end of the Term, are members of a
Qualifying Household. One (1) Two Bedroom Unit within the Project may be used as a
Manager Unil at any given time provided that no Qualifying Unit shall be used as a Manager
Unit.

3. Affordable Multi-Family Residential Rental Property Restrictive Covenant. The Owner
covenants to and for the benefit of the City that the Owner shall develop, own, manage and
operate, or cause the management and operation of, the Project to provide multi-family
residential rental housing in the Qualifying Units only to Qualifying Households at an
Affordable Rent. The Owner hereby confirms and remakes its covenant set forth in Sections 4,5
of the Affordable Housing Agreement to develop the Property with the Project and such
covenant is incorporated into this Regulatory Agreement in its entirety by this reference. The
Owner will not knowingly permit any Qualifying Unit to be used on a transient basis and will not
lease or rent any Qualifying Unit for an initial period of less than twelve (12) months. No
Qualifying Unit will, at any time, be leased or rented for use as a hotel, motel, time share,
dormitory, fraternity house, sorority house, rooming house, hospital, nursing home, sanitary or
rest home.

4. Continuous Operation Covenant. The Owner covenants to and for the benefit of the City
to cause the Project to be continuously operated, in accordance with the other provisions of this
Regulatory Agreement, throughout the Term.

5. Abandonment. The Owner shall not abandon or surrender the operation of all or any part
of the Project during the Term, except due to material casualty or condemnation.

6. Rental of Qualifying Units. The Owner covenants that each Qualifying Unit shall be
occupied or available for occupancy by a Qualifying Household at an Affordable Rent on a
continuous basis throughout the Term, in accordance with the following tenant income level mix:

6.1.  Not less than three (3) of the One Bedroom Units shall be occupied or available
for occupancy by Qualifying Households that are 50% Households; and

6.2.  Not less than twenty-seven (27) of the Two Bedroom Units shall be occupied or
available for occupancy by Qualifying Households that are 30% Households; and

6.3.  Not less than four (4) of the Three Bedroom Units shall be occupied or available
for occupancy by Qualifying Households that are 30% Households.



7. Affordable Rent. The monthly rent charged to a Qualifying Household for the occupancy
of a Qualifying Unit shall never exceed an Affordable Rent for such Qualifying Unit set forth in
Section 1.5.

1.1.  Rent for Qualifying Units may be increased only once per calendar year, based on
changes in Area Median Income; provided that the rent for each Qualifying Unit must never
exceed an Affordable Rent for the Qualifying Unit as necessary to maintain the tenant income
mix specified in Section 6.

7.2, Determination of Qualifying Household income shall be made by the Owner at
the time of initial application by an individual or family for occupancy of a Qualifying Unit. At
the time of initial application, the Owner shall require an applicant to complete the Income
Certification Form and certify the accuracy of the information provided on such form. FEach
calendar year during the Term, the Owner shall require each Qualifying Household occupying a
Qualifying Unit to recertify the Qualifying Household’s income on the Income Certification
Form. The Owner shall make a good faith effort to verify the accuracy of income information
provided in any Income Certification Form by an applicant for occupancy of a Qualifying Unit
or by a Qualifying Household occupying a Qualifying Unit, by taking one or more of the
following steps, as reasonably required or indicated: (1) obtain an income tax return and copy of
cach W2 Wage and Earnings Statement for the most recently concluded income tax year; 2)
conduct a credit reporting agency or similar search; (3) obtain an income verification form from
the applicant’s or the Qualifying Household’s current employer(s); (4) obtain an income
verification form from the United States Social Security Administration and/or the California
Department of Social Services, if the applicant or the Qualifying Household receives assistance
from either of such agencies; or (5) if the applicant or an adult member of a Qualifying
Household is unemployed and has no such income tax return, obtain another form of
independent verification. For purposes of this Section 7.2, the Owner may conclusively rely
upon the evidence of the age of the occupant(s) of a Qualifying Unit as presented in a valid
California Driver’s License, other form of identification issued by the State of California or the
United States Government, which includes a date of birth. All such verification information
shall only be obtained by the Owner after obtaining the applicant’s or the Qualifying
Household’s written consent for the release of such information to the Owner. Failure to consent
in writing to the release of such income verification information to the Owner may disqualify an
applicant for occupancy of a Qualifying Unit or be grounds for termination of Qualifying
Household’s occupancy of a Qualifying Unit.

7.3.  The Qualifying Units are not specifically assigned to any qualifying income
category (i.e., 30% Household, 40% Household, 50% Household or 60% Household). The
restricted income level of each Qualifying Unit may change as Qualifying Units become vacant,
a Qualifying Household tenant’s income changes or other Qualifying Units are occupied by
Qualifying Households. In all circumstances, though, the rent for each Qualifying Unit shall be
an Affordable Rent for the Qualifying Unit as necessary to maintain the restricted income tenant
mix required under Section 6. If, upon any recertification, the income of a previously Qualifying
Household exceeds one hundred forty percent (140%) of the qualifying income for a Qualifying
Household, then the Owner or Property Manager shall notify such household that its lease for its
Qualifying Unit will not be renewed upon the expiration of its lease, unless the household again
becomes a Qualifying Household upon recertification prior to the expiration of its lease. In any



event, if the income category of a Qualifying Household upon recertification is different from the
previous income of the Qualifying Household, the Owner or Property Manager shall rent the
next available Unit to a Qualifying Household with an income level that will maintain the tenant
income level mix set forth in Section 6. To the extent the federal low-income housing tax credit
requirements conflict with the requirements in this Section 7.3 relative to the continued
occupancy by households that do not qualify as Qualifying Households, the federal low-income
housing tax credit requirements shall apply in place of the provisions in this Section 7.3.

74.  The Owner shall maintain on file all Income Certification Forms completed by
applicants for occupancy of Qualifying Units and by Qualifying Households that occupied or are
occupying Qualifying Units in accordance with Section 6 and shall provide copies of the rent roll
and Income Certification Forms to the City for its review and approval within fificen (15) days
following Notice to the Owner.

7.5, The Owner and each Qualifying Household occupying a Qualifying Unit shall
permit the City to conduct inspections of the Property, the Project and each Qualifying Unit,
from time-to-time, for purposes of verifying compliance with this Regulatory Agreement, upon
fifteen (15) days prior written notice to the QOwner.

7.6.  The Owner shall submit its first Annual Report to the City on the April 30th
immediately following the issuance of the final Certificate of Occupancy for the Project by the
City. Thereafter, on each April 30 during the Term, the Owner shall submit an Annual Report to
the City. The City shall maintain the confidentiality of the information contained in any Annual
Report specifically relating to any particular Qualifying Household occupying a Qualifying Unit,
to the extent reasonably allowed by Law, as determined by the City’s general or special counsel.

7.7.  City warrants that it will provide Owner with reasonable notice of any
unauthorized, unlawful disclosure of Income Certification Forms or related Tenant records
provided to City by Owner in conformance with this Section 7.7. Under such circumstances,
City holds Owner harmless from any and all damages resulting from any such unauthorized and
illegal disclosure contemplated by this Section 7.7 for Income Certification Forms or related
Tenant records while in City’s possession. Owner warrants and acknowledges that City is a
California public agency subject to State open government laws, including the California Public
Records Act (Gov. Code § 6250, et. seq.).

8. The Owner Covenant Repardine Lease of Qualifving Units. The Owner, for itself, its
successors and assigns, covenants and agrees that, if any Qualifying Unit is rented or leased
during the Term, the rental or lease of the Qualifying Unit shall be accomplished through a
written lease agreement and all of the following restrictions shall apply:

8.1. A Qualifying Household shall be the record tenant and only occupant of the
Qualifying Unit.

8.2.  The lease for each Qualifying Unit shall be for an initial term of not less than
twelve (12) months.

8.3.  Bach lease for a Qualifying Unit shall contain all of the following provisions:



8.3.1. An agreement authorizing the Owner to immediately terminate the
tenancy of a Qualifying Household occupying a Qualifying Unit, where one or more members of
that Qualifying Household misrepresented any fact material to the qualification of such
household as a Qualifying Household;

8.3.2. An agreement providing that each Qualifying Household occupying a
Qualifying Unit shall be subject to annual certification or recertification of income as a condition
to continued occupancy of the Qualifying Unit;

8.3.3. An agreement providing that each Qualifying Household occupying a
Qualifying Unit may be subject to rental increases in accordance with this Regulatory
Agreement; and

8.3.4. Each tenant of a Qualifying Unit shall be required to execute a “crime free
addendum” as part of the rental agreement or lease.

8.3.5. An agreement providing that the Owner will not discriminate on the basis
of race, color, creed, religion, sex, gender, gender identity, gender expression, sexual orientation,
marital status, national origin, ancestry, familial status , source of income, disability, genetic
information or receipt of public assistance or housing assistance in connection with rental of a
Qualifying Unit, or in connection with the employment or application for employment of persons
for operation and management of the Project, and all contracts, applications and leases entered
into for such purposes shall contain similar non-discrimination clauses to such effect.

8.4.  The Owner shall not terminate the tenancy or refuse to renew the lease or rental
agreement of a Qualifying Household except for: (i) serious or repeated violations of the terms
and conditions of the lease; (ii) because the previously Qualifying Household is no longer a
Qualitying Household; (iii) for violation of applicable Federal, State, or local law; or (iv) for
other good cause. The Owner shall follow all applicable laws in connection with termination of
the tenancy of a Qualifying Household or a refusal to renew the lease or rental agreement of a
Qualifying Household.

8.5.  Tenant Selection Policies and Criteria. The Owner shall adopt written tenant
selection policies and criteria that:

8.5.1. are consistent with the purpose of providing affordable rental housing for
Qualifying Households at an Affordable Rent;

8.5.2. are reasonably related to tenant eligibility and ability to perform the
obligations of the lease for a Qualifying Unit;

8.5.3. subject to applicable fair housing laws, give reasonable preference and
consideration to the housing needs of households residing in the City of Lake Forest, including
those that are involuntarily displaced by natural disaster, or by activities of the City, includin g
but not limited to priority placement on a written waiting list of available units;

8.5.4. subject to applicable fair housing laws, give reasonable preference and
consideration to the housing needs of households residing in, employed in, or offered



employment in the City of Lake Forest, including but not limited to priority placement on a
written waiting list of available units;

8.5.5. provide for the selection of tenants from a written waiting list in the
chronological order of their application subject to Sections 8.5.3 and 8.5.4, insofar as is
practicable;

8.5.6. give prompt written notice to any rejected applicant of the grounds for
rejection;

8.5.7. provide for all of the Qualifying Units to be available for occupancy on a
continuous basis to Qualifying Households at an Affordable Rent; and

8.5.8. do not give preference to any particular class or group of persons in
leasing or renting the Qualifying Units, except as provided in Sections 8.5.3 and 8.5.4 and to the
extent that a tenant must be a Qualifying Household.

9. Non-Discrimination. All units in the Project shall be available at an Affordable Rent for
occupancy on a continuous basis to Qualified Households. Except as provided in Sections 8.5.3
and 8.5.4, the Owner shall not give preference to any particular class or group of persons in
renting the units in the Project. There shall be no discrimination against or segregation of any
person or group of persons, on account of race, color, creed, religion, sex, gender, gender
identity, gender expression, sexual orientation, marital status, national origin, ancestry, familial
status, source of income, disability, or genetic information in the leasing, subleasing,
transferring, use, occupancy, tenure, or enjoyment of any Unit. Neither the Owner nor any
person claiming under or through the Owner, shall establish or permit any such practice or
practices of discrimination or segregation with reference to the selection, location, number, use,
or occupancy, of tenants, lessees, sublessees, subtenants, or vendees of any Unit or in connection
with the employment of persons for the operation and management of any Unit, the Project or
the Property. All deeds, leases or contracts made or entered into by the Owner as to the units, the
Project or the Property or any portion thereof, shall contain covenants prohibiting discrimination,
as prescribed by this Regulatory Agreement. The Owner shall include a statement in all
advertisements, notices and signs for the availability of units in the Project for rent to the effect
that the Owner is an Equal Housing Opportunity Provider,

10.  Bqual Housing Notice. Provide for a statement in all advertisements, notices and signs
for the availability of Qualifying Units for lease or rent to the effect that the Owner is an equal
housing opportunity provider, and include an equal housing opportunity logotype in all notices,
signs and advertisements in print media for the Qualifying Units.

11 Development and Management of the Project.

11.1.  Management of Project; Property Manager. Owner shall manage or cause the
Project, and all appurtenances thereto that are a part of the Project, to be managed in a prudent
and business-like manner, consistent with good property management standards for other
comparable first quality, well-managed affordable rental housing projects in the County of
Orange. Owner may contract with a property managemenl company or property manager, to
operate and maintain the Project; provided, however, the selection and hiring of the Property




Manager (and each successor or assignee), including any Affiliate, is and shall be subject to prior
written approval of the City Manager (or designee) in his or her discretion. The Property
Manager shall manage the Project in accordance with the definitions of Affordable Rent, the
tenant selection requirements, and the definitions relating to income contained herein and in the
Affordable Housing Agreement. The Property Manager shall be responsible for management of
the Project, including, without limitation, the selection of Qualified Households, certification and
recertification of household size, income, gender and the age of the head of household and
relation of head of household to the household, of all Qualified Households, evictions, collection
of rents and deposits, maintenance, landscaping, routine and extraordinary repairs, replacement
of capital items, and security. The City shall have bear no responsibility for the management or
operation of the Project or the Property. Owner shall conduct due diligence and background
evaluation of any potential third-party property manager or property management company to
evaluate experience, references, credit worthiness, and related qualifications as a property
manager. Any proposed property manager shall have significant and relevant prior experience
with affordable housing projects and properties comparable to the Project and the references and
credit record of such property manager/company shall be investigated (or caused to be
investigated) by Owner prior to submitting the name and qualifications of such proposed
property manager to the City Manager for review and approval. A complete and true copy of the
results of such background evaluation shall be provided to the City Manager. Approval of a
Property Manager by the City Manager shall not be unreasonably delayed but shall be in his/her
sole reasonable discretion, and the City Manager shall use good faith efforts to respond as
promptly as practicable in order to facilitate effective and ongoing property management of the
Project on either a temporary or permanent basis. The replacement of a Property Manager by
Owner and/or the selection by Owner of any new or different Property Manager during the Term
shall also be subject to the foregoing requirements, except in the case of temporary management
by a lender or limited partner of Owner, which shall be immediately submitted to City for
approval and will not last longer than 30 days.

11.2. Property Management Plan. Within the time set forth in the Affordable Housing
Agreement, Owner shall prepare and submit to the City Manager for review and approval, a
management plan for the Project which must include a detailed plan and strategy for long term
marketing, operation, maintenance, repair and security of the Project, inclusive of social services
for the residents of the units, on-site parking policies, and the method of selection of tenants,
rules and regulations for tenants, and other rental policies for the Project (“Property Management
Plan”). The City Manager shall review and shall act reasonably to approve or disapprove the
Property Management Plan within a reasonable time. The approval of the Property Management
Plan is a necessary condition precedent to approval by City of Project building plans.
Subsequent to approval of the Property Management Plan by the City Manager the ongoing
management and operation of the Project shall be in compliance with the approved Property
Management Plan. During the Term, Borrower and its Property Manager may from time to time
submit to the City Manager proposed amendments to the Property Management Plan, the
implementation of which shall also be subject to the prior written approval of the City Manager.

11.3. Gross Mismanagement. During the Term, and in the event of “Gross
Mismanagement” (as defined below) of the Project, the City Manager and/or the City shall have
and retain the authority to direct and require any condition(s), acts, or inactions of Gross
Mismanagement to cease and/or be corrected immediately, and further to direct and require the
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immediate removal of the Property Manager and replacement with a new qualified and approved
Property Manager, if such condition(s) is/are not ceased and/or corrected after expiration of
thirty (30) days from the date of written notice from the City Manager. If Owner or Property
Manager has commenced to cure such Gross Mismanagement condition(s) on or before the 20th
day from the date of written notice (with evidence of such submitted to the City Manager), but
has failed to complete such cure by the 30th day (or such longer period if the cure cannot
reasonably be accomplished in thirty (30) days as reasonably determined by the non-defaulting
party), then Owner and its Property Manager shall have an additional ten (10) days to complete
the cure of Gross Mismanagement condition(s). In no event shall any condition of Gross
Mismanagement continue uncured for a period exceeding forty-five (45) days from the date of
the initial written notice of such condition(s), except that the conditions described in subdivisions
11.3.4 and 11.3.5 below may exist for up to, but no longer than, seventy-five (75) days without
triggering the City’s right to remove the Property Manager as described in the immediately
following sentence as long as Owner is diligently working to cure such conditions of Gross
Mismanagement. If such condition(s) do persist beyond such period, the City Manager shall
have the sole and absolute right to immediately and without further notice to Owner (or to
Property Manager or any other person/entity) to remove the Property Manager and replace the
Property Manager with a new property manager of the City Manager’s selection at the sole cost
and expense of Owner. If Owner takes steps to select a new Property Manager that selection is
subject to the requirements set forth above for selection of a Property Manager.

For purposes of this Regulatory Agreement, the term “Gross Mismanagement” shall
mean management of the Project in a manner which violates the terms and/or intention of this
Agreement to operate a first quality affordable housing complex, and shall include, but is not
limited to, any one or more of the following:

11.3.1. Leasing of a unit (other than one Manager’s Unit) to tenants who exceed or
households that do not qualify under the Qualifying Unit thresholds (except if such
action was based on fraudulent documents submitted by such tenant in the course of
application for occupancy of a unit, which could not be discovered by the Property
Manager initially through the exercise of ordinary and customary due diligence);

11.3.2. Allowing tenants to exceed the prescribed occupancy levels without taking
immediate action to stop such overcrowding consistent with applicable laws;

11.3.3. Under-funding required reserve accounts;

11.3.4. Failing to timely maintain the Project in accordance with the Property
Management Plan;

11.3.5. Failing to submit timely and/or complete annual reports to the City as required
herein;

11.3.6. Fraud or embezzlement of Project funds, including without limitation funds in the
reserve accounts;

11.3.7. Failing to fully cooperate with the Orange County Sheriff’s Department (the
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entity currently providing law enforcement services to the City) or other local law
enforcement agency(ies) with jurisdiction over the Project, in maintaining a crime-
free environment within the Project;

11.3.8. Failing to fully cooperate with the Orange County Fire Authority or other local
public safety agency(ies) with jurisdiction over the Project, in maintaining a safe
and accessible environment within the Project; and

11.3.9. Failing to fully cooperate with local health and safety enforcement agency(ies)
with jurisdiction over the Project, in maintaining a decent, safe and sanitary
environment within the Projeect.

Notwithstanding the requirements of the Property Manager to correct any condition of Gross
Mismanagement as described above, Owner is obligated and shall use its best efforts to correct
any defects in property management or operations at the earliest feasible time and, if necessary,
to replace the Property Manager as provided above. Owner shall include advisement and
provisions of the foregoing requirements and requirements of this Agreement within any contract
between Owner and its Property Manager for the Project.

11.4.  Code Enforcement. Owner acknowledges and agrees that the City, and their
employees and authorized agents, shall have the right to conduct code compliance and/or code
enforcement inspections of the Project and the units, both exterior and interiot, at reasonable
times and upon reasonable notice (not less than forty-eight (48) hours’ prior notice, except in an
emergency) to Owner and/or an individval tenant. If such notice is provided by City
representative(s) to Owner, then Owner (or its Property Manager) shall immediately and directly
advise any affected tenant of such upcoming inspection and cause access to the area(s) and/or
unit(s) at the Project to be made available and open for inspection. Owner shall include express
advisement of such inspection rights within the lease/rental agreements for each unit in the
Project in order for each and every tenant and tenant household to be aware of this inspection
right.

11.5.  Onsite Services. Owner shall provide a variety of social services at the Project.
Owner shall use its best efforts to create a comprehensive social service program that is targeted
to the needs of the residents of the Project which, in addition to including all of the services
listed in Owner’s application for Tax Credits, may include the following services: after school
programs of an ongoing nature for school age children, and the availability of a bona fide
services coordinator or social worker to the tenants. Owner shall ensure that al} personnetl
providing or coordinating all social services shall be adequately trained and counseled. Within
thirty (30) days after Owner has initially leased fifty percent (50%) of the units, Owner shall
provide City with a list and summary of the social services Owner will provide at the Project.
Owner shall promptly notify the City, in writing, whenever Owner anticipates making any
changes to Owner’s social services program, which notification shall set forth, with specificity,
the anticipated changes. Borrower shall also provide to the City, an annual an Economic
Mobility Report (“Report”). This Report will summarize program activities designed to
encourage self-sufficiency and promotion to market-rate housing. The Report will include
information regarding the programs offered, the attendance, and number of residents that
successfully transitioned to market-rate housing.
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11.6. Insurance.

11.6.1. Required Insurance. Owner shall procure and maintain, at its sole cost and
expense, in a form and content satisfactory to City, during the entire term of this Agreement,
duplicate originals or appropriate endorsements of commercial general liability insurance
policies in the amount of at least Two Million Dollars ($2,000,000) combined single limits,
naming City and its officers, employees, and agents as additional insureds or co-insureds.
Owner shall also furnish or cause to be furnished to City evidence of builder’s risk coverage
written on a completed value basis in an amount equal to the full replacement cost of the
improvements with coverage available on the so-called non-reporting “all risk” form of policy,
including coverage against collapse, fire, and water damage, with such insurance to be in such
amounts and form and written by such companies as shall be approved by City. Such policy
shall name City as a loss payee. The foregoing insurance policies:

11.6.1.1.  shall be primary insurance and not contributory with any other insurance
which City may have;

11.6.1.2. shall contain no special limitations on the scope of protection afforded to
City and its officers, employees, agents, and representatives;

11.6.1.3. shall be “date of occurrence” and not “claims made” insurance;

11.6.1.4. shall apply separately to each insured against whom claim is made or suit
is brought, except with respect to the limits of the insurer’s liability;

11.6.1.5. shall provide that the policy will not be cancelled by the insurer or
Borrower unless there is a minimum of thirty (30) days prior written notice to

City;

11.6.1.6. shall be written by a good and solvent insurer admitted in California and
registered with the California State Department of Insurance; and

11.6.1.7. shall be endorsed to state that any failure to comply with the reporting
provisions of the policies shall not affect coverage provided to City.

Owner shall also furnish or cause to be furnished to City evidence reasonably satisfactory to City
that Owner’s Contractor carries workers’ compensation insurance as required by law.

Owrner agrees that the provisions of this Section 11.5.1 shall not be construed as limiting in any
way the extent to which Owner may be held responsible for the payment of damages to any
persons or property resulting from Owner’s activities or the activities of any person or persons
for which Owner is otherwise responsible. No later than five (5) days after the Effective Date,
Owner shall provide evidence of the above-required insurance (such as Certificates of Insurance
of appropriate insurance binders) and obtain approval thereof from City, which approval shall
not be unreasonably withheld or delayed and may be waived in City’s sole and absolute
discretion. Evidence of builder’s risk coverage may be provided after Owner receives all
necessary construction financing.

13



11.6.2. Deliveries to the Citv. The Owner shall deliver to the City evidence of all
insurance policies required by this Regulatory Agreement. No later than three (3) days before
any insurance required by this Regulatory Agreement expires, is cancelled or its liability limits
are reduced or exhausted, the Owner shall deliver to the City evidence of the Owner’s
maintenance of all insurance this Regulatory Agrcement requires. Each insurance policy
required by this Regulatory Agreement shall be endorsed to state that coverage shall not be
cancelled, suspended, voided, reduced in coverage or in limits, except after thirty (30) calendar
days’ advance written notice of such action has been given to the City by certified mail, return
receipt requested; provided that if a thirty (30) days’ notice of cancellation endorsement is not
available the Owner shall notify the City of this unavailability in writing and shall forward any
notice of cancellation to the City within two (2) business days from date of receipt by the Owner;
and further provided, however, that only ten (10) days’ advance written notice shall be required
for any such action arising from non-payment of the premium for the insurance. Phrases such as
“endeavor to” and “but failure to mail such Notice shall impose no obligation or liability of any
kind upon the company” shall not be included, to the extent commercially available, in the
cancellation wording of any certificates or policies of insurance applicable to the City Parties
pursuant to this Regulatory Agreement.

11.6.3. Waiver of Certain Claims. The Owner shall cause each insurance carrier
providing insurance coverage under this Regulatory Agreement to endorse their applicable
policy(ies) with a Waiver of Subrogation with respect to the City Parties, if not already in the
policy. To the extent that the Owner obtains insurance with a Waiver of Subrogation, the parties
release each other, and their respective authorized representatives, from any claims for damage
to any person or property to the extent such claims are paid by such insurance policies obtained
pursuant to and in satisfaction of the provisions of this Regulatory Agreement.

11.6.4. No Claims Made Coverage. None of the insurance coverage required
under this Regulatory Agreement may be written on a claims-made basis.

11.6.5. Fully Paid and Non-Assessable. All insurance obtained and maintained by
the Owner pursuant to this Section 11.6 shall be fully paid for and non-assessable. However,
such insurance policies may be subject to insurer audits.

11.6.6. City Option to Obtain Coverace. During the continuance of an Event of
Default arising from the failure of the Owner to carry any insurance required by this Regulatory
Agreement, the City may, at its option, purchase any such required insurance coverage and the
City shall be entitled to immediate payment from the Owner of any premiums and associated
reasonable costs paid by the City for such insurance coverage. Any amount becoming due and
payable to the City under this Section 11.6.6 that is not paid within fifteen (15) calendar days
after written demand from the City for payment of such amount, within an explanation of the
amounts demanded, will bear interest from the date of the demand at thé rate of eight percent
(8%) per annum or the maximum interest rate allowed by applicable law, whichever is less. Any
election by the City to purchase or not to purchase insurance otherwise required by the terms of
this Regulatory Agreement to be carried by the Owner shall not relieve the Owner of its
obligation to obtain and maintain any insurance coverage required by this Regulatory
Agreement.
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11.6.7. Deductibles and Self-Insured Retentions. Any deductibles or self-insured
retentions under insurance policies required by this Regulatory Agreement shall be declared to
and approved by the City. The Owner shall pay all such deductibles or self-insured retentions
regarding the City Parties or, alternatively, the insurer under each insurance policy required by
this Section 11.2 shall eliminate such deductibles or self-insured retentions with respect to the
City Parties.

11.6.8. No Separate Insurance. The Owner shall not carry separate or additional
insurance concurrent in form or contributing in the event of loss with that required under this
Regulatory Agreement, unless the City is made an additional insured thereon, as required by this
Regulatory Agreement.

11.6.9. Insurance Independent of Indemnification. The Owner’s Liability
Insurance policy shall contain contractual liability coverage for the Owner’s indemnity
obligations under this Regulatory Agreement. The Owner’s obtaining or failure to obtain such
contractual liability coverage shall not relieve the Owner from nor satisfy any indemnity
obligation of the Owner under this Regulatory Agreement. The insurance requirements of this
Regulatory Agreement are independent of the Owner indemnification and other obligations
under this Regulatory Agreement and shall not be construed or interpreted in any way to satisfy,
restrict, limit, or modify the Owner’s indemnification or other obligations or to limit the Owner’s
liability under this Regulatory Agreement, whether within, outside, or in excess of such
coverage, and regardless of solvency or insolvency of the insurer that issues the coverage; nor
shall the provision of such insurance preclude the City from taking such other actions as are
available to it under any other provision of this Regulatory Agreement or otherwise at law or in
cquity.

11.6.10. Nature of Insurance. The policies of insurance required by this
Regulatory Agreement shall be issued by carriers that: (a) are listed in the current “Best’s Key
Rating Guide—Propcrty/Casualty—United States & Canada” publication (or its equivalent, if
such publication ceases to be published) with a minimum financial strength rating of “A-” and a
minimum financial size category of “XI” (exception may be made for the California
Compensation Insurance Fund when not specifically rated); and (b) are authorized to do business
in California. The Owner may provide any insurance under a “blanket” or “umbrella” insurance
policy, provided that: (i) such policy or a certificate of such policy shall specify the amount(s) of
the total insurance allocated to the Property and the Project, which amount(s) shall equal or
exceed the amount(s) required by this Regulatory Agreement; and (ii) such policy otherwise
complies with this Regulatory Agreement.

12. Maintenance of the Project. The Owner, for itself, its successors and assigns, hereby
covenants and agrees that the exterior areas of the Project which are subject to public view (e.g.:
all improvements, paving, walkways, landscaping, and ormamentation) shall be maintained in
good repair and in a neat, clean and orderly condition, ordinary wear and tear excepted. In the
event that at any time during the Term, there is an occurrence of an adverse condition on any
area of the Project which is subject to public view in contravention of the general maintenance
standard described above (“Maintenance Deficiency”), then the City shall notify the Owner in
writing of the Maintenance Deficiency and give the Owner thirty (30) calendar days from the
date of such notice to cure the Maintenance Deficiency as identified in the notice. “Maintenance
Deficiency” includes, without limitation, the following inadequate or non-conforming property
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maintenance conditions and/or breaches of residential property use restrictions: (i) failure to
properly maintain the windows, structural elements, and painted exterior surface areas of the
units in a clean and presentable manner; (ii) failure to keep the common areas of the Project free
of accumulated debris, appliances, inoperable motor vehicles or motor vehicle parts, or free of
storage of lumber, building materials or equipment not regularly in use on the Property; (iii)
failure to regularly maintain, replace and renew the landscaping in a reasonable condition free of
weed and debris; and (iv) the use of garage areas on the Project for purposes other than the
parking of motor vehicles and the storage of personal possessions and mechanical equipment of
persons residing in the Project.

12.1. In the event the Owner fails to cure or commence to cure the Maintenance
Deficiency within the time allowed, the City may thereafter conduct a public hearing following
transmittal of written notice thereof to the Owner ten (10) calendar days prior to the scheduled
date of such public hearing in order to verify whether a Maintenance Deficiency exists and
whether the Owner has failed to comply with the provision of this Section 12. If, upon the
conclusion of a public hearing, the City makes a finding that a Maintenance Deficiency exists
and that there appears to be non-compliance with the general maintenance standard, as described
above, then the City shall have the right to enter the Project (exterior areas of the Project which
are subject to public view only) and perform all acts necessary to cure the Maintenance
Deficiency, or o take other action at law or equity that the City may then have to accomplish the
abatement of the Maintenance Deficiency. Any sum expended by the City for the abatement of a
Maintenance Deficiency as authorized by this Section 12.1 shall become a lien on the Project. If
the amount of the lien is not paid within thirty (30) calendar days after written demand for
payment by the City to the Owner, the City shall have the right to enforce the lien in the manner
as provided in Section 12.3.

12.2.  Graffiti which is visible from any public right-of-way which is adjacent or
contiguous to the Project shall be removed by the Owner from any exterior surface of a structure
or improvement on the Project by cither painting over the evidence of such vandalism with a
paint which has been color-matched to the surface on which the paint is applied, or graffiti may
be removed with solvents, detergents or water as appropriate. In the event that graffiti is placed
on the Project (exterior areas only) and such graffiti is visible from an adjacent or contiguous
public right-of-way and thereafter such graffiti is not removed within seventy-two (72) hours
following the time of its application, or the Owner’s actual knowledge of its existence,
whichever occurs later; then in such event and without notice to the Owner, the City shall have
the right to enter the Project and remove the graffiti. Notwithstanding any provision of the
Regulatory Agreement to the contrary, any sum expended by the City for the removal of graffiti
from the Project as authorized by this Section 12.2 shall become a lien on the Project. If the
amount of the lien is not paid within thirty (30) calendar days after written demand for payment
by the City to the Owner, the City shall have the right to enforce its lien in the manner as
provided in Section 12.3.

12.3.  The parties hereto further mutually understand and agree that the rights conferred
upon the City under this Section 12 expressly include the power to establish and enforce a lien or
other encumbrance against the Property in the manner provided under California Civil Code
Sections 2924, 2924b and 2924c, as such sections may be amended or superseded, in the amount
as reasonably necessary to restore the Project to the maintenance standards required under this
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Section 12, including attorneys’ fees and costs of the City associated with the abatement of the
Maintenance Deficiency or removal of graffiti and the collection of the costs of the City in
connection with such action. In any legal proceeding for enforcing such a lien against the
Project, the prevailing party shall be entitled to recover its attorneys’ fees and costs of suit. The
provisions of this Section 12 shall be a covenant running with the land for the Term and shall be
enforceable by the City in its discretion, cumulative with any other rights or powers granted to
the City under applicable law. Nothing in the foregoing provisions of this Section 12 shall be
deemed to preclude the Owner from making any alterations, additions, or other changes to any
structure or improvement or landscaping on the Project, provided that such changes comply with
the zoning and development regulations of the City and other applicable law.

12.4. Capital Replacement Reserve Account. The Owner shall establish an account for
the payment of repair and replacement of capital items (“Capital Replacement Reserve
Account”) in an initial amount as required by the Institutional Lenders for the Project or the
investor limited partner of the Owner. Each year thereafter, the Owner shall deposit into the
Capital Reserve Replacement Account additional amounts as required by the Institutional
Lenders for the Project or the investor limited partner of the Owner, but not less than Two
Hundred Fifty Dollars ($250) per Unit per yeat.

12.4.1. Capital Repairs and Replacements. Capital repairs and replacements shall
include, but not be limited to, the following: wet and dry utilities; roof repair and replacement as
necessary; repair and replacement of boilers and the major operating components thereof; stucco
repair and replacement; exterior painting; replacement of carpeting and vinyl or other hard
surface flooring; replacement of drapes; replacement of dishwashers, garbage disposals and other
interior appliances; repair and replacement of heating, ventilating and air conditioning systems,
equipment and components; and installation of solar panels. All of the foregoing and other
similar expenditures on the Project shall be considered to be qualifying capital repair and
replacement expenses. Interior painting and servicing, repair or replacement of interior hardware
shall not be considered to be a capital repair, but shall be ordinary operating expenses for the
Project. The Owner shall withdraw funds from the Capital Replacement Reserve Account to pay
such capital repair and replacement expenses as the Owner may deem necessary for the purposes
of meeting the maintenance and replacement obligations described herein.

12.4.2. Insured Depository. The Capital Replacement Reserve Account shall be
maintained in a depository insured by an agency of the federal government.

12.4.3. Documentation. Annually, or more frequently at the City’s, the Owner
shall document the level of capital repairs and replacements for the preceding period. The
Owner shall maintain and shall provide as requested documentation showing the quantity and
price of items purchased, price of materials and the cost of contracted labor or other services
incurred in connection with such capital repair and replacement, and such other items as the City

may reasonably request.

12.4.4. Withdrawals from Reserve Account. On an annual basis, the Owner shall
notify the City of the anticipated cash requirements which will need to be withdrawn from the
Capital Replacement Reserve Account. Amounts so budgeted and approved by the City may be
withdrawn by the Owner from the indicated Capital Replacement Reserve Account without

17



further the City approval. Other withdrawals for unbudgeted, unanticipated or emergency
Project expenditures may be withdrawn by the Owner without prior the City approval, but the
Owner shall notify the City in writing within ten (10) calendar days after withdrawal. All
amounts so withdrawn by the Owner shall be expended on the Project and in accordance with
this Regulatory Agreement. Withdrawals in excess of Twenty-Five Thousand Dollars (825,000)
in any one calendar year shall be pre-approved by the City in its reasonable discretion, subject to
the rights of any Senior Lenders or the investor limited partner of the Owner.

12.4.5. Interest Eamned on Funds in the Capital Replacement Reserve Account.
Any interest or other earnings from sums deposited into the Capital Replacement Reserve
Account shall be retained in and added to the balance in said account.

12.4.6. Capital Needs Assessment. If requested in writing by the City, the Owner
shall deliver to the City, for the City’s reasonable review and approval, a capital needs
assessment (“CNA”) no more often than every ten (10) years after the date of the Certificate of
Completion for the Project. The CNA shall include an analysis of the Owner’s actual
expenditures for capital needs compared to the most recently approved CNA, the Owner’s
original operating budget and its then-current operating budget. Each CNA shall include a ten
(10) year capital needs assessment or analysis of replacement reserve requirements prepared by a
qualified third party in accordance with reasonable and customary standards for similar
residential rental projects.

12.4.7. Displacement of Residents and Relocation. The Owner shall make best
efforts to conduct capital repairs and replacements and ordinary repair and maintenance
(collectively, “Repairs™) in good faith and in a manner that does not result in the displacement
of any of the residents of the Units. If any of the Owner’s actions to conduct Repairs result in
displacement of any of the Units’ residents, the Owner shall notify the City in writing, prior to
conducting such Repairs, of the identities of the residents to be displaced, the Units they will be
displaced from, and the estimated length of time such residents shall be displaced. If the
displacement of the residents triggers relocation obligations, the Owner shall be responsible, at
its sole cost and expense, for any and all such relocation obligations and related expenses. The
Owner shall comply with all applicable federal, state and local laws, rules and regulations
regarding such relocation obligations and related expenses, including any relocation
requirements set forth by the City, including as set forth in the Affordable Housing Agreement .
The Owner shall defend, indemnify and hold harmless the City Parties from and against all
liability for any relocation obligations and related expenses attributable to any Repairs.

13. Covenants to Run With the Land. The Owner and the City hereby declare their specific
intent that the covenants, reservations and restrictions set forth herein are part of a plan for the
promotion and preservation of affordable housing within the territorial jurisdiction(s) of the City
and that each shall be deemed covenants running with the land and shall pass to and be binding
upon the Property and each successor-in-interest of the Owner in the Property for the Term. The
Owner hereby expressly assumes the duty and obligation to perform each of the covenants and to
honor each of the reservations and restrictions set forth in this Regulatory Agreement. Each and
every contract, deed or other instrument hereafter executed covering or conveying the Property
or any interest therein shall conclusively be held to have been executed, delivered and accepted
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subject to such covenants, reservations, and restrictions, regardless of whether such covenants,
reservations and restrictions are set forth in such contract, deed or other instrument.

14. Burden and Benefit. The City and the Owner hereby declare their understanding and intent
that the burden of the covenants set forth herein touch and concern the land in that the Owner’s
legal interest in the Property is affected by the affordable dwelling use and occupancy covenants
hereunder. The City and the Owner hereby further declare their understanding and intent that the
benefit of such covenants touch and concern the land by enhancing and increasing the enjoyment
and use of the Property by the intended beneficiaries of such covenants, reservations and
restrictions, and by furthering the affordable housing goals and objectives of the City and in
order to make the Property available for acquisition by the Owner.

15. Defaults.

15.1.  Events of Default. The occurrence of any of the following is a default and shall
constitute a material breach of this Regulatory Agreement and, if not corrected, cured or
remedied in the time period set forth in Section 15.2, shall constitute an “Event of Default”
hereunder:

15.1.1. failure of the Owner or any person under its direction or control to comply
with or perform when due any material term, obligation, covenant or condition contained in this
Regulatory Agreement;

15.1.2. any warranty, representation or statement made or furnished to the City by
the Owner under this Regulatory Agreement that is false or misleading in any material respect
either now or at the time made or furnished;

15.1.3. the dissolution or termination of the existence of the Owner as an ongoing
business, insolvency, appointment of a receiver for any part of the Property of the Owner, any
assignment for the benefit of creditors, any type of creditor workout or the commencement of
any proceeding under any bankruptcy or insolvency laws by or against the Owner; or

15.1.4. an Event of Default pursuant to the Affordable Housing Agrecment.

15.2. Notice of Default. The City shall give written notice of default to the Owner, in
accordance with Section 22, stating that such notice is a “Notice of Default”, specifying the
default complained of by the City and requiring the default to be remedied within thirty (30)
calendar days of the date of the Notice of Default. Except as required to protect against further
material damage, the City may not institute legal proceedings against the Owner until thirty (30)
calendar days after providing the Notice of Default. Failute or delay in giving a Notice of
Default shall not constitute a waiver of any default, nor shall it change the time of occurrence of
the default. If the default specified in the Notice of Default is such that it is not reasonably
capable of being cured within thirty (30) calendar days, and if the Owner initiates corrective
action within said thirty (30) calendar day period and diligently works to effect a cure as soon as
possible, then the Owner may have such additional time as authorized in writing by the City as
reasonably necessary to complete the cure of the default prior to exercise of any other remedy for
the occurrence of an Event of Default. Such authorization for additional time to cure shall not be
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unreasonably withheld, conditioned or delayed. The City shall give the investor limited partner
or limited liability company in the Owner the following notice and cure rights:

15.2.1. The City will give the limited partner or limited liability company a copy
of any Notice (at the limited partner's address provided in a notice by the Owner to the City) that
the City gives to the Owner under this Regulatory Agreement, provided that Owner has provided
the address and contact information for the investor limited partner or limited liability company
in writing to the City;

15.2.2. The City will give the limited partner or limited liability company thirty
(30) days after the limited partner's receipt of such Notice to cure a non-payment of any sum due
under this Regulatory Agreement;

15.2.3. The City will give the limited partner or limited liability company sixty
(60) days after the limited partner’s or limited liability company’s receipt of such Notice to cure
any other default under this Regulatory Agreement;

15.2.4. If a non-monetary default is incapable of being cured within sixty (60)
days, the City will give the limited partner or limited liability company an additional ninety (90)
days to cure such default provided the limited partner or limited liability company has
commenced to cure such default and is diligently proceeding to cure such default through the end
of such period; and

15.2.5.1f the limited partner or limited liability company makes any such
payment or otherwise cures such default, the City will accept such action as curing such default
as 1f such payment or cure were made by the Owner.

If the Owner fails to take corrective action relating to a default within thirty (30) calendar days
following the date of Notice of Default (or to complete the cure within the additional as may be
authorized by the City or set forth above for the limited partner of the Owner), an Event of
Default shall be deemed to have occurred.

15.3.  Inaction Not a Waiver of Default. Any failure or delays by the City in asserting
any of its rights and remedies as to any default shall not operate as a waiver of any default or of
any such rights or remedies. Delays by the City in asserting any of its rights and remedies shall
not deprive the City of its right to institute and maintain any actions or proceedings which it may
deem necessary to protect, assert or enforce any such rights or remedies.

16. Remedies. Upon the occurrence of an Event of Default, the City shall, in addition to the
remedial provisions of Section 12 as related to a Maintenance Deficiency at the Property, be
entitled to seek any appropriate remedy or damages by initiating legal proceedings as follows: (i)
by mandamus or other suit, action or proceeding at law or in equity, to require the Owner to
perform its obligations and covenants hereunder, or enjoin any acts or things which may be
unlawful or in violation of the rights of the City; or (ii) by other action at law or in equity as
necessary or convenient to enforce the obligations, covenants and Agreements of the Owner to
the City.
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16.1. Rights and Remedies are Cumulative. The rights and remedies of the City as set
forth in this Section 16 are cumulative and the exercise by the City of one or more of such rights
or remedies shall not preclude the exercise by it, at the same or different times, of any other
rights or remedies for the same default or any other default by the Owner.

16.2. Enforcement by Third Parties. No third party shall have any right or power to
enforce any provision of this Regulatory Agreement on behalf of the City or to compel the City
to enforce any provision of this Regulatory Agreement against the Owner or the Project.

{
17. Governing Law. This Regulatory Agreement shall be governed by the laws of the State of
California and applicable federal laws, without regard to its conflicts of laws principles.

18. Amendment. This Regulatory Agreement may be amended after its recordation only by a
written instrument executed by the Owner and the City.

19. Attorneys’ Fees. In the event that a party to this Regulatory Agreement brings an action to
enforce any condition or covenant, representation or warranty in this Regulatory Agreement or
otherwise arising out of this Regulatory Agreement, the prevailing party(ies) in such action shall
be entitled to recover from the other party reasonable attorneys’ fees to be fixed by the court in
which a judgment is entered, as well as the costs of such suit for the purposes of this Section 19,
the words “reasonable attorneys’ fees,” in the case of the City, shall include the salaries, costs
and overhead of the City Attorney as well as any other logal counsel hired by the City in such
action, as allocated on an hourly basis.

20. Severabilitv. If any provision of this Regulatory Agreement shall be declared invalid,
inoperative or unenforceable by a final judgment or decree of a court of competent jurisdiction
such invalidity or unenforceability of such provision shall not affect the remaining parts of this
Regulatory Agreement which are hereby declared by the parties to be severable from any other
part which is found by a court to be invalid or unenforceable.

21. Time is of the Essence. For each provision of this Regulatory Agreement which states a
specific amount of time within which the requirements thereof are to be satisfied, time shall be
deemed to be of the essence.

22. Notices. Demands and Communications Between the Parties. Any and all notices submitted
by any party to another party pursuant to or as required by this Regulatory Agreement shall be
dispatched by personally delivery; delivery through the United States mail, by registered or
certified mail, postage prepaid; by means of prepaid overnight delivery service; or by email.
Notices shall be deemed given upon receipt in the case of personal delivery, two days after
deposit in the mail, or the next business day in the case of email or overnight delivery. Such
written netices, demands, and communications shall be sent in the same manner to such other
addresses as any Party may from time to time designate in writing.. Rejection, other refusal to
accept or the inability to deliver any notice because of a changed address of which no notice was
given or other action by a person or entity to whom notice is sent, shall be deemed receipt of the
notice.
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The following are the authorized addresses for the submission of notices to the parties, as of the
date of this Regulatory Agreement:

To the Owner: National Community Renaissance of California
9065 Haven Avenue, Suite 100
Rancho Cucamonga, CA 91730
Attention: Michael Ruane, Executive Vice-
President
Facsimile: (909) 483-2448
Email: mruane@nationalcore.org

With copies to. Edward A. Hopson Esg.
655A North Mountain Avenue
Upland, CA 91786
Facsimile: (909) 920-3727
Email; ehopson@uia.net

To the City: City of Lake Forest
100 Civic Center Drive
Lake Forest, CA 92630
Attention: Debra Rose, City Manager
Facsimile: (949) 260-0972
'Email: drose@lakeforestca.gov

With copies to: Best Best & Krieger LLP
18101 Von Karman Avenue
Irvine, CA 92612
Attention: Matthew Richardson, Esq.
Facsimile: (949) 260-0972
Email: matthew.richardson@bbklaw.com

23 Force Majeure. Except as otherwise set forth in this Regulatory Agreement, this Regulatory
Agreement and the obligations of any of the parties hereunder shall toll if such party is
prevented or delayed from performance by reason of any cause beyond the reasonable
control of such party including, but not limited to, acts of war, emergency, terrorism, bio-
terrorism, governmental preemption in connection with a declared national emergency,
disease (including, without limitation, delays arising out of the spread of COVID-19, such as,
without limitation, delays in the responsiveness of, or the unavailability of, governmental
authorities to grant permit applications or sign-offs, to perform inspections, or to record
documents, or the unavailability of required meetings of representatives of governmental
agencies necessary to act to grant any approvals) or by reason of any rule, order or regulation
of any department or subdivision thereof of any governmental agency or by reason of the
conditions of supply and demand which have been or are affected by war or other emergency
described herein.

24, Recording. The parties hereto shall cause this Regulatory Agreement to be recorded in the
official records of the County of Orange.

25. No Third Party Beneficiary. No claim as a third-party beneficiary under this Regulatory
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Agreement by any person, corporation or any other entity, shall be made or be valid against the
City or the Owner.

26. Prohibition Against Transfer.

26.1.  Except as expressly provided in the Affordable Housing Agreement, the Owner
shall not, without prior written approval of the City, which may not be unreasonably withheld,
delayed or conditioned: (i) assign or attempt to assign this Regulatory Agreement or any right
herein; or (ii) make any total or partial sale, transfer, conveyance, lease, leaseback, or assignment
of the whole or any part of the Property or the improvements thereon, with the exception of
leases of the residential units as permitted by this Regulatory Agreement, or permit to be placed
on any of the Property any unauthorized mortgage, trust deed, deed of trust, encumbrance or lien.

26.2. In the absence of specific written agreement or approval by the City, no
unauthorized sale, transfer, conveyance, lease, leaseback or assignment of the Property shall be
deemed to relieve the Owner or any other party from any obligations under this Regulatory
Agreement.

27. City Approvals and Actions. The City Manager shall have the authority to make approvals,
issue interpretations, waive provisions, grant extensions of time, approve amendments to this
Regulatory Agreement and execute documents on behalf of the City (to the extent not provided
otherwise in this Regulatory Agreement), including, without limitation, any documents necessary
to implement any changes in the number or affordability of the Qualifying Units, as may be
required by TCAC, so long as such actions do not reduce the length of affordability of the
Qualifying Units or add to the costs incurred or to be incurred by the City as specified herein.
The City Manager reserves the right, in his or her sole and absolute discretion, to submit any
requested modification, interpretation, amendment or waiver to the City Council if the City
Manager determines or believes that such action could increase the risk, liability or costs to the
City, or reduce the length of affordability of the Project.

IN WITNESS WHEREOF, the Owner and the City have caused this Regulatory
Agreement to be signed, acknowledged and attested on their behalf by duly authorized
representatives in counterpart original copies which shall upon execution by all of the parties be
deemed to be one original document.

[Signatures on following pages]
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CITY SIGNATURE PAGE
TO
REGULATORY AGREEMENT
(Mountain View Affordable Housing Project)
CITY:

CITY OF LAKE FOREST,
a California municipal corporation

By: Date:

City Manager

ATTEST:

City Clerk
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OWNER SIGNATURE PAGE
TO
REGULATORY AGREEMENT
(Mountain View Affordable Housing Project)

OWNER:

_ National Community Renaissance of California, a California nonprofit public
benefit corporation
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ATTACHMENT NO. 1
TO
REGULATORY AGREEMENT
(Mountain View Affordable Housing Project)

Property Legal Description

That certain property located in the City of Lake Forest, County of Orange, State of
California, described as follows:

That portion of Parcel 3 in the City of Lake Forest, County of Orange, State of California,
as shown on the map filed in Book 89 of Parcel Maps at Pages 26 and 27, inclusive, in the Office
of the County Recorder of said county, lying southwesterly, westerly and northwesterly the line
described as follows:

, Beginning at a point on the line shown as N46°30'00"E 305.67" on said map, said point
being South 46°41'57" West, a distance of 8.51 feet from the northeasterly terminus of said line;

thence,
Leaving said line, North 43°16'40" West, a distance of 107.02 feet; thence,
North 46°43'18" East, a distance of 110.84 feet; thence,

North 43°16'42" West, a distance of 22.73 feet; thence,
North 46°43'11" East, a distance of 35.27 feet more or less to the northeasterly line of said Parcel

3.
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1

55136.00192\33186145.4



ATTACHMENT NO. 2
. TO
REGULATORY AGREEMENT
(Mountain View Affordable Housing Project)

Certification of Tenant Eligibility

NOTE TO PROPERTY OWNER: This form is designed to assist you in computing Annual
Income.

Re: Mountain View Affordable Housing Project, Lake Forest, California
I/We, the undersigned, state that I/we have read and answered fully, frankly and personally each

of the following questions for all persons who are to occupy the unit being applied for in the
property listed above. Listed below are the names of all persons who intend to reside in the unit:

1. 2. 3. 4. 5.
Names of Relationship Social
Members of to Head of Security Place of
Household Household Age Number Employment

6. Head of Household (check one):
Mother:
Father:

Other: (specify relationship —i.e. legal guardian, sister, brother, etc.)

ATTACHMENT NO, 2
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Income Computation

7. The total anticipated income, calculated in accordance with the provisions of this Section
7, of all persons over the age of 18 years listed above for the 12-month period beginning the date
that I/we plan to move into a unit is $

Included in the total anticipated income listed above are:

(a) all wages and salaries, overtime pay, commissions, fees, tips and bonuses and
other compensation for personal services, before payroll deductions;

(b)  the net income from the operation of a business or profession or from the rental of
real or personal property (without deducting expenditures for business expansion or amortization
of capital indebtedness or any allowance for depreciation of capital assets);

(c) interest and dividends (including income from assets excluded below);

(d) the full amount of periodic payments received from social security, annuities,
insurance policies, retirement funds, pensions, disability or death benefits and other similar types
of period receipts, including any lump sum payment for the delayed start of a periodic payment;

(e) payments in lieu of earnings, such as unemployment and disability compensation,
workmen’s compensation and severance pay;

(f) the maximum amount of public assistance available to the above persons other than
the amount of any assistance specifically designated for shelter and utilities;

(g)  periodic and determinable allowances, such as alimony and child support
payments and regular contributions and gifts received from persons not residing in the dwelling;

(h)  all regular pay, special pay and allowances of a member of the Armed Forces
(whether or not living in the dwelling) who is the head of the household or spouse; and

(i) any earned income tax credit to the extent that it exceeds income tax liability.
Excluded from such anticipated income are:

(a) casual, sporadic or irregular gifts;

(b) amounts which are specifically for or in reimbursement of medical expenses;

(c) lump sum additions to family assets, such as inheritances, insurance payments
(including payments under health and accident insurance and workmen’s compensation), capital
gains and settlement for personal or property losses;

(d) amounts of educational scholarship paid directly to the student of the educational
institution, and amounts paid by the government to a veteran for use in meeting the costs of
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tuition, fees, book and equipment. Any amounts of such scholarships, or payments to veterans
not used for the above purposes, are to be included in income;

(e) special pay to a household member who is away from home and exposed to
hostile fire;

§4)] relocation payments under Title 11 of the Uniform Relocation Assistance and
Real Property Acquisition Policies Act of 1970;

&) foster child care payments;

(h)  the value of coupon allotments for the purchase of food pursuant to the Food
Stamp Act of 1977;

(1) payments to volunteers under the Domestic Volunteer Service Act of 1973;
payments received under the Alaska Native Claims Settlement Act.

)] income derived from certain submarginal land of the United States that is held in
trust for certain Indian tribes;

&) payments or allowances made under the Department of Health and Human
Services” Low-Income Home Energy Assistance Program;

)] payments received from the Job Training Partnership Act;

(m)  the first $2,000 of per capita shares received from judgment funds awarded by the
Indian Claims Commission or the Court of Claims.

8. Do the persons whose income or contributions are included in item 6 above:

(a) have savings, stocks, bonds, equity in real property or other form of capital
investment (excluding the values of necessary items of personal property such as furniture and
automobiles and interests in Indian trust land)? __ Yes No; or

(b)  have they disposed of any assets (other than at a foreclosure or bankruptcy sale)
during the last two years at less than fair market value? _ Yes __No

(c) If the answer to (a) or (b) above is yes, does the combined total value of all such
assets owned or disposed of by all such persons total more than $5,000?7 _ Yes  No

(d)  Ifthe answer to (c) is yes, state:

1) the amount of income expected to be derived from such assets in the 12-
month period beginning on the date of initial occupancy in the unit that you propose to rent:
$ ; and

(i1) the amount of such income, if any, that was included in item 6 above;
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(@)  Are all of the individuals who propose to reside in the unit full-time students*?
Yes No

*A full-time student is an individual enrolled as a full-time student during each of five calendar
months during the calendar year in which occupancy of the unit begins at an educational
organization which normally maintains a regular faculty and curriculum and normally has a
regularly enrolled body of students in attendance and is not an individual pursuing a full-time
course of institutional or farm training under the supervision of an accredited agent of such an
educational organization or of a state or political subdivision thereof.

b) If the answer to 8(a) is yes, is at least one of the proposed occupants of the unit a
busband and wife entitled to file a joint federal income tax return? Yes No

10.  Neither myself nor any other occupant of the unit I/we propose to rent is the Owner of the
property in which the unit is located (hereinafter the “Owner”), has any family relationship to the
Owner or owns, directly or indirectly, any interest in the Ownership. For purposes of this
section, indirect the Ownership by an individual shall mean the Ownership by a family member,
the Ownership by a corporation, partnership, estate or trust in proportion to the Ownership or
beneficial interest in such corporation, partnership, estate or trust held by the individual or a
family member, and the Ownership, direct or indirect, by a partner of the individual.

11.  This certificate is made with the knowledge that it will be relied upon by the Owner to
determine maximum income for eligibility to occupy the unit; and I/we declare that all
information set forth herein is true, correct and complete and, based upon information I/we deem
reliable and that the statement of total anticipated income contained in Section 7 is reasonable
and based upon such investigation as the undersigned deemed necessary.

12. I/we will assist the Owner in obtaining any information or documents required to verify
the statements made herein, including either an income verification from my/our present
employer(s) or copies of federal tax returns for the immediately preceding calendar year.

13.  I/we acknowledge that I/we have been advised that the making of any misrepresentation
or misstatement in this declaration will constitute a material breach of my/our agreement with the
Owner to lease the units and will entitle the Owner to prevent or terminate my/our occupancy of
the unit by institution of an action for eviction or other appropriate proceedings.

ATTACHMENT NO. 2



14, Housing Issuer Statistical Information (Optional-will be used for reporting purposes
only):

Marital Status:

Race (Head of Household)
White Asian ~ Hispanic
African-American Native American Other

Physical Disability: Yes No
I/we declare under penalty of perjury that the foregoing is true and correct.

Executed this day of , in the County of Orange, California.

Applicant

Applicant

[Signature of all persons over the age of 18 years listed in number 2 above required]

ATTACHMENT NO. 2
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FOR COMPLETION BY PROPERTY THE OWNER ONLY:
1. Calculation of eligible income:
(2) Enter amount entered for entire household in 6 above: $

(b) (1)  If answer to 7(c) above is yes, enter the total amount entered in 7(d)(1),
subtract from that figure the amount entered in 7(d)(2) and enter the remaining balance

(8 -

(2)  Multiply the amount entered in 7(c) times the current passbook savings
rate to determine what the total annual earnings on the amount in 7(c) would be if invested in
passbook savings ($ ), subtract from that figure the amount entered in 7(d)(2) and enter
the remaining balance;

(3)  Enter at right the greater of the amount calculated under (1) or (2) above:

$ . ;
(¢) TOTAL ELIGIBLE INCOME
(Line I(a) plus line 1(b)(3): §
2. The amount entered in 1{c):
___ Qualifies the applicant(s) as a Qualified Household.
____Does not qualify the applicant(s) as Qualified Household.
3. Apartment unit assigned:
Bedroom Size: Rent: §
4. This apartment unit [was/was not] last occupied for a period of 31 consecutive days by

persons whose aggregate anticipated annual income, as certified in the above manner upon their
initial occupancy of the apartment unit, qualified them as a Qualified Household.

5. Method used to verify applicant(s) income:
Employer income verification.
Copies of tax returns.

Other ( )

Manager

The undersigned employee has applied for a rental unit located in a project financed in part by
the City of Lake Forest for persons of very low income. Every income statement of a

ATTACHMENT NOQO. 2
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prospective tenant must be stringently verified. Please indicate below the employee’s current
annual income from wages, overtime, bonuses, commissions or any other form of compensation
received on a regular basis.

Annual wages Overtime Bonuses

Commissions

Total current income

I hereby certify that the statements above are true and complete to the best of my knowledge.
Signature Date Title

I hereby grant you permission to disclose my income to in
order that they may determine my income eligibility for rental of an apartment at

e I

Signature Date

Please send to:

I hereby attach copies of my individual federal and state income tax returns for the immediately
preceding calendar year and certify that the information shown in such income tax returns is true
and complete to the best of my knowledge.

Signature Date

ATTACHMENT NO. 2
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ATTACHMENT NO. 3
TO
REGULATORY AGREEMENT
(Mountain View Affordable Housing Project)

Certificate of Continuing Program Compliance
For Annual Reporting Period Ending

The undersigned, , as the authorized representative of
LP, a California limited partnership (“Owner”), has read and is thoroughly familiar with the
provisions of the various documents associated with the financial assistance provided by the City
- of Lake Forest (“City”), as established in numerous documents including the Regulatory
Agreement, dated as of , 2020, between the Owner and the City.

As of the date of this Certificate, the following percentage of residential units in the Project are
(1) occupied by Qualified Households (as such term is defined in the Regulatory Agreement) or
(ii) are currently vacant and being held available for such occupancy and have been so held
continuously since the date a Qualified Household vacated such unit, as indicated:

Number of Units occupied by Qualified Households:
Number of Vacant Units:
Number of Qualified Households who commenced

Occupancy during the preceding reporting period:

Attached 1s a separate sheet (“Occupancy Summary”) listing, among other items, the appropriate
information for each residential unit in the Project, the occupants of each unit and the rent paid
for each unit. The information contained thereon is true and accurate and reasonable and is
based on information submitted to the Owner and is certified under penalty of perjury by each
tenant.

[Signatures on following page]

55136.00192\33186145.4



The undersigned hereby certifies that (1) a review of the activities of the Owner during such
reporting period and of the Owner’s performance under the Regulatory Agreement has been
made under the supervision of the undersigned; and (2) to the best of the knowledge of the
undersigned, based on the review described in clause (1) hereof, the Owner is not in default
under any of the terms and provisions of the above documents.

Dated: OWNER

National Community
Renaissance of California, a California nonprofit
public benefit corporation

By:
Name:
Its:

55136.00192\33186145.4



OCCUPANCY SUMMARY
Total Number of Units in the Project:
Total Units occupied by Qualified Households:
Total Units available for rent to Qualified Households:
ATTACHED IS THE FOLLOWING INFORMATION:
A. Resident and rental information on each occupied apartment in the complex.

B. Certification of Tenant Eligibility for all Qualified Households who have moved

into , Lake Forest, California, since the filing of the last Occupancy
Summary. The same are true and correct to the best of the undersigned’s knowledge and
belief.

Dated: OWNER:

National Community
Renaissance of California, a California nonprofit
public benefit corporation

By:
Name:
Its:

55136.00192\33186145.4



ATTACHMENT NO. 7

BORROWER’S PRO FORMA
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SOURCES & USES OF FUNDS

Project Name: Lake Forest 7142020
Project Address: Lake Forest
Beveloper: National Community Renaissance of California

SOURCES: CONSTRUCTION par unit %oftatal USES: per unit
Construction Loan $30,000,000 422535 71%  Acquisition Costs/Closing $7,448,500 164,808
4% Tax Credil Equity $2,452,017 34,535 8% Aschitecture/Fees & Pemmits $3,506,441 49,386
QC County HOME Funds 50 [1} 0% Canstruction Cost $23,646,447 333,040
City Loan $3,700,000 52,113 9% Indirect Construction/Legal $425,000 5,986
Developer Equity Contribution $1,800,000 253852 4% Developer's Fee $4,300,000 60,563
SNHP $1,889,772 26617 4% Rent-Up Costs/Reserves $590,842 8.322
QC HFT $605,000 8,521 1%
Deferred Costs $1,952,383 27,498 5% Financing Costs $2,481,942 34,957
TOTAL $42,399,173 597,171 100% §42,390,173 597,171
SOURCES: PERMANENT perunit  %oftotal USES: per unlt
Permanent Loan ‘" $3,505,000 43388 8%  Acguisition Costs/Closing $7,448500 104,908
4% Tax Credit Equity ? $12,260,086 172677 29%  Architecture/Fees & Permits $3,506,441 49,386
QOC County HOME Funds $680,400 8,583 2% Construction Cost 323,646,447 333,049
City Loan $3,700,000 52,113 9% Indirect Canstruction/Legal $425,000 5,988
Developer Equity Gantribution $1,800,000 25,352 4% Developer's Fee $4,300,000 60,563
Deferred Developer Fee $0 0 0% Rent-Up Costs/Reserves $590,842 8,322
MHP & $17,958915 252842  42% Financing Costs $2,481,942 34,957
FHLB AHP 50 o 0%
OC HFT ™ $605,000 8521 1%
SNHP © $1,889,772 6617 4%

(50 0 0%
TOTAL ~§42,399,173 597,171  100% ~§42,398,173 697,471

1) Assumes (12) Project Based Vouchers

2) Assumes tex credit pricing of $0.93, which is subject to change based on current pricing at the time of construction close.

3) Assumes (70) MHP Restricted Units
4) Assumes $605K in County of Orange General Fund.

55136.00192\33186145.4
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DEVELOPMENT COSTS Revised: 020
Projact Neme: Lake Forest - 71 units
Project Address: Raymond Way
Number of Dwelling Unils 71
Davalopar: C ity Ri of Califomia
Number of Dwelling Unlts: 71 Bullding Area (sf) B2,486
TOTAL $ PER $PERSF % OF
COST UNIT BUILDING TOTAL
1. ACQUISITION £OSTS:
Purchme Price / Nole $5,990,400 $84 366 §va.62 14.13%
Garry Costs $608,000 $6,563 §7.37 143%
Relocation Costs $B5£,500 $11.979 £10.31 2.01%
TOTAL ACQUISITION COSTS $7.448,500 §104,908 $90.30 17.57%)
2 FEES/PERMITS & STUDIES
Buliding Fees & Permits / Impac Fees 520,000 $1,582,441 $22,288 $19.18 3.73%
ity $100,000 $1,408 1.2 0.24%
Inspections / Dry Utifities $274,000 $3,859 $3.32 0.85%
Asch. & Chil Engineering Fees
Deslign $1,500,000 21,127 $18.18 3.54%
Raimbursablas _ $50,000 $704 5061 0.12%
Subtotat: ~$1550.000 521831  §1879 366%
TOTAL FEES/PERMITS & STUDIES $3,506.441 549,386 $42.51 8.27%
3. DIRECT GONSTRUCTION COSTS:
Demalition & Rehabllitation $856,235 $12,060 510.38 202%
Rezdantial Bullding $15,541,250 $218,891 $188.41 38.65%
Ornesite Work $2,552,617 $35,952 $30.85 6.02%
Ofi-sits Work $590,388 $8,315 $7.16 1.39%
Sublofal: $19,540,500 §275,218 §236.80  46.00%
General Candiions 6.00% $977,025 $13,761 $11.84 2.30%
Subtatai: $20,517.525 $238,979 $248.74 485070,
Contractor's Cvethead & Profit 9.00% $1,758,645 $24770 $24.32 4.18%
Contractor Gan Liabllity Insurance $244,258 $3.440 $2.96 0.55%
Subiotaf $22 52,426 $317,189 $273.02 53170
Owner’s Consiruction Contingancy 5.00% $1,126.021 $15,869 51365 __2.66%)|
TOTAL DIRECT CONSTRUGTION COSTS $23,646,447 $333,049 §286.67 55.77%
4. INDIRECT CONSTRUCTION COSTS
Deve'opars Fee $2,500,000 $35,211 $30.31 5.90%
Osfered Develaper Fee $0 $0 $0.00 0.00%
Deveioper Equiy $1 800 000 $26,352 $21.82 4.25%|
Subtofal: $4,300,000 550,563 $52 10.14%
Real Eslate Taxes 560,000 §e45 $0.73 0.14%
Legal - Transactorat $125,000 51,761 $1.52 0.29%
Lsgal - Syndication 540,000 $563 $0.48 0.08%
Accounting/lnspection $50,000 $704 $0.61 a.12%
Indirect Constiuction Cnsts Confingensy $150,000 $2,113 $1.82 0.35%
TOTAL INDIRECT CONSTRUCTION COSTS $4,725,000 $66,549 $57.28 11,14%
5 RENT-UP COSTS
Marketing/Advertising Expense §50,000 $704 $0.61 0.12%
Lease-up Reserve $50,000 $704 $0.681 0.12%
Capitalizad Transttion Resarve $130,487 $1,838 $1.68 031%
Cagphtalized Operating Resarve $210,355 $2,963 $2.55 0.50%)
‘Common Area Fumnishings $150 000 $2,113 $1.82 0.35%
TOTAL RENT-UPMARKETING COSTS $590,842 $8,322 $7.16 1.39%)
8, FINANCING COSTS
Construction Loan Intesest - During Construction $1.082,250 $15,243 $13.42 255%
Construction Loan Interest - During Lezse-Up $555,000 $7.817 $6.73 1.31%
Conslruction Loan Fees/Coats $235,000 $3,310 $2.85 0.55%
Lender Appraisaliarket Study/Cost Raviaw §$50,000 §$704 $0.61 0.12%
Lender Legal & Consulting (Bank + Clty} $180,000 52,535 $2.18 0.42%
Pennanent Loan Fess/Costs $35,800 $504 $0.43 0.08%
Tax Cradil Aliocation Fassinvestar Costs $43,802 3618 $0.53 0.10%
Predavelopment Loan Costs $76,000 $1,066 $0.91 0.18%
Bond Issuance Coste $150,000 $2,113 $1.82 0.35%
THa and Recording (Conste./Perm.) $75,000 $1.056 $0.91 0.18%;
TOTAL FINANCING COSTS 52,481,942 $34,957 $32.09 (30
7. SURTOTAL DEVELOPMENT COSTS $34,950,673 $492,2683 $423.72 §2.43%
TOTAL LAND COSTS $7 448,500 $104,908 . $80.30 17.57%
TOTAL DEVELOPMENT COSTS $42,399,173 $507,171 $574.02 100.00%

Canstruction estimales are subyject fo change and
e ! and eng

mey be revised oue to entifement issues, changss in

consiniciion as, &l

g req

and olher unic [



RENT SCHEDULE

Project Name: Lake Forest
Project Address: Lake Forast

Developer Name: Nafional Community Renaissance of California

2020 AREA MEDIAN INCOME

$128,100 CUAC
Monthly Monthly Monthly Total Total Total
Unit Percent Gross Utllity Net Number  Monthly Annual # of
Type Medlan Rent Allow. Rent of Units Rent Rent ($) Bdrms.
QNE BEDROOM 30% $720 $57 $663 12 $7.956 $95472 12
40% $961 $57 $904 3 $2.712 $32,544 3
50% $1,201 $57 $1,144 3 $3,432 $41,184 3
60% $1,441 $57 $1,384 a2 $0 $0 o]
18 18
TWO BEDROOM B0% $864 §77 $787 20 $15,740 $188,880 40
30% $864 $77 $787 7 $5,509 $66,108 14
40% $1,153 $77 $1,076 4 $4,304 $51,648 8
50% $1,441 $77 $1,364 3 $4,002 $49,104 6
60% $1,729 $77 $1,652 0 $0 $0 0
34 68
THREE BEDROOM 30% $899 $09 $900 4 $3,600 $43,200 12
40% $1,332 $99 $1,233 8 $9,864 $118,368 24
50% $1.665 $99 $1,566 [ $9,396 $112,752 18
60% $1,998 $09 $1,699 ] $0 $0 0
18 54
MANAGER'S = 2 Exempt $0 $0 $0 1 $0 $0 2
TOTAL 71 $66,605 $799,254 142

55136.00192\33186145.4




OPERATING EXPENSES
Project Name: Lake Forest - 71 units
Project Address: Raymond Way
Developer: Natfonal Community Renalssance of California

ANNUAL MONTHLY PERUNIT UNIT/MO. % TOTAL

Al
1. MANAGEMENT
Contract Management Fee $58,388 $4,865.83 $822.36 368.53 10._1%
TOTAL MANAGEMENT $58,388 $4,865.63 $822.36 $68.53 10.16%
2. ADMINISTRATION
Marketing $3,000 $250.00 $42.25 $3.52 0.52%
Audit / Compliance $18,000 $1,500.00 $253.52 $21.13 3.13%
Legal $5,000 $416.67 $70.42 $5.87 0.87%
Ofiica Expenses R $36,000 $3,000.00 $507.04 $42.25 _ B27%
TOTAL ADMINISTRATION §62,000 $5,168.67 $873.24 $7277  10.79%
3. SALARIES AND BENEFITS
On-Site Manager $50,000 $4,166.67 $704.23 $58.69 8.70%
Maintenance Personne! $50.000 $4,166.67 $704.23 $58.69 8.70%
Leasing Agent - PT $18,000 $1,500.00 $263.52 $21.13 3.13%
Payroll Txs, Ins & Wk, Comp. - $41,300 $3,441.87 $581.69 $48.47 7.19%
TOTAL SALARIES "$159,300  $13,275.00  $2,24366  $186.97 27.73%
4. MAINTENANCE
Supplies $12,000 $1,000.00 $169.01 $14.08 2.09%
Maintanance Conlracts $18,000 $1,500.00 $253.52 $21.13 3.13%
Pest Control $6,000 $500.00 $84.51 $7.04 1.04%
Grounds Conbrect 316,800 $1,400.00 $236.62 $19.72 2.92%
Turmover Costs $9,000 §750.00 $126.76 $10.56 1.57%
Elevator Gontract $10,000 $833.33 $140.85 $11.74 1.74%
Pool Maintenance $0 $0.00 $0.00 $0.00 0.00%
Security/Fire System Monitoring ) $10,000 _$83333  $140.85 $11.74 1.74%
TOTAL MAINTENANCE $81,800 $6,816.67 $1,182.11 $96.01 14.24%
5. UTILITIES NOT PAID BY TENANTS
Trash Removal $21,000 $1,750.00 $285.77 $24.85 3.66%
Electriclty $36,000 $3,000.00 $507.04 $42.25 6.27%
Watar/Sewer $50,000 $4,166.87 $704.23 $58.68 8.70%
Gas _ $6,000 _5500.00 $84.51  $7.04 1.04%
TOTAL UTILITIES $113.,000 $9,416.67 $1,591.55 $132.63 10.67%
6. INSURANCE
Property & Ligbility Insurance $28,000 $2,333.33 $394.37 $32.86 4.87%
TOTAL INSURANGE $28,000 $2333.33 $394.37 $32.86 4.87%
7. TAXES/RESERVES
Real Eslate Taxss / Assessments $3,000 $250.00 $42.25 $3.52 0.52%
Replagement Reserves 335500  $2,958.33  $500.00 $41.67 ____6.18%
TOTAL TAXES T $38,500 $3,208.33 $542.25 $45.19 6.70%
8. OTHER
Licenses / Other $6,000 $500.00 $84.51 $7.04 1.04%
Sociat Service Coordination $25,560 $2,130.00 $360.00 $30.00 4.45%
OC HFT Annusl Servicing Fee $1,920 $160.00 $27.04 $2.25 0.33%
Case Management Services $0 $0.00 $0.00 $0.00 0.00%
City Annual Inspection . §0 50.00 £0.00 §0.00 0.00%
TOTAL OTHER -~ $33.480 $2,790.00 $471.55 $30.30  5.83%

TOTAL OPERATING EXPENSES $574,468 $47,872.30 $8,091.09 $674.26 100.00%

55136.00192\33186145.4
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TAX CREDIT ANALYSIS

Revisad:

Project Name: Lake Forest - 71 units
Project Address: Raymond Way
Developer Name: Nationa! Communiiy Renaissance of California

714/2020

Project Costs 4% Basis
TOTAL ACQUISITION COSTS $7,448,500 §0
Demoliiion $856,235  J0OOOCCOCXXXX
Structures $15,541,259 §15,541,259
Site Work. $2,552,617 $2,552,617
Contractor Overhead & Profit $1,758,645 $1,758,645
Transportation-related Improvements $0 XXX
Offsite Work $580,388 $590,338
General Gonditions $977,025 $977.0258
Payment & Performance Bond Premium $0 $0
Contractar General Lizbility Insurance $244,256 $244,256
Contractor's Construction Contingency $0 $0
Owner's Construction Contingency $1,126,021 $1,126,021
TOTAL CONSTRUCTION COSTS $23,646,447 §22,790,212
Bldg Fees/Permits/Local Dey impact Fees $1,582,441 $1,582,441
Surveys/Environmental $374,000 §374,000
Design and Reimbursables $1,550,000 $1,550,000
TOTAL ARCHITECTURAL COSTS $3,506,441 $3,506,441
Construction Loan Interest $1,082,250 $1,082250
Censtruction Loan Interest $565,000 50
Origination Fee $235,000 $235,000
As-built Appraisal $50,000 $50,000
Title & Recording $55,000 $55,000
Bridge Loan Costs $75,000 $75,000
Bond Issuance Costs $150,000 XOOCKHCOIXXXKX
TOTAL CONSTRUCTION INTEREST & FEES COSTS $2, 207,250 31,497,250
PERMANENT FINANCING

Pertn. Loan Origination Fee $35,800 XXXXXXHXXXKKXX
Credit Enhancement and Application Fee $0 OXKOBOCCKKX
Title and Recording $20;000 XXXXXXOKXXXKK
TOTAL PERMANENT FINANCING COSTS $55,800 30
Lender Legal Costs Paid by Applicant $180,000 $135,000
Legal - Syndication $40,00D0 JOOOXKXXXXXKXX
Legal - Transacticnal $125,000 $93,750
TOTAL ATTORNEY COSTS $345,000 $228,750
Markeling $50.000 OGO HXKNKK
Lease-Up Reserves $50,000  XOOCKOXX XX
Capitalized Operaling Reserve $210,355 XOCOCO0OCMXXK
Furnishings $150,000 §$150,000
TOTAL RENT RESERVE COSTS $590,842 $150,000
TCAC Appl/Resrv.Monitoring Fees $43,802 XXOXXXXXXKXKXX
Soft Costs Contingency $150,000 $150,000
Accounting/Audit $50,000 $32,500
Taxes $60,000 $60,000
Insurance 80 30
TOTAL OTHER COSTS $303,892 $242,500
Develaper Overhead/Fee $4,300,000 $4,300,000
TOTAL DEVELOPER COSTS $4,300,000 $4,300,600
TOTAL RESIDENTIAL COSTS _ $42,399,173 $32,715,153

TOTAL PROJECT COSTS $42,399,173 $32,795.153_

TOTAL ELIGIELE BASIS 32,715,153
Adusted Threshold Basis $25,307,223

Vaoluntarily Exiuded Efigible Basis Amount Totak 50

Basis Redurtion Total: 50

Eligible Basis Total Less Basis Reduction: $32,715,183

Adivsted Threshold Basis Limil Totak $32,715,153

Requested Unadjusied Eligibln Bas|s Total: $32,715,153

QCT er DDA Adjustmant: 130%

Adjusted Eligible Basis Total: $42,529,699

Applicable Fraction 100%

Qualified Bas's: $42,529,609

Basis Reduction Total: 0% $0

Adjusted Qualified Basfs Total: $42,529,698

310%
Annual Federal Gredit Total: $1,318,421

10 Years: 10
Meximum Federal Cradit Total: $13,184,207

Tax Credit Factor: $0.93000 .

Hl d d Net P o 95.98% $12,260,086



ATTACHMENT NO. 8
CERTIFICATE OF COMPLETION

FORM OF CERTIFICATE OF COMPLETION

L, the City Manager of the City of Lake Forest (“City”), hereby certify as follows:

Section .1. The Project, required to be constructed in accordance with that certain
Affordable Housing And Loan Agreement (“Agreement”) dated [INSERT DATE] by and
between the City and, National Community Renaissance of California (“Borrower”) on certain
real property, as more specifically described in the Agreement (“Property™), has been completed
in accordance with the provisions of the Agreement.

Section 2. This Certificate of Completion shall constitute a conclusive determination by
the City of Borrower’s satisfaction of its obligation under the Agreement to complete the
construction of the Project on the Property, excluding any normal and customary tenant
improvements and minor building “punch-list” items. The Agreement is an official record of the
City and a copy of the Agreement may be inspected in the office of the City Clerk located at 100
Civic Center Drive, Lake Forest, CA 92630, during the regular business hours of the City.

DATED AND ISSUED this calendar day of ,

s City_ Manager
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