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HOME INVESTMENT PARTNERSHIPS ACT LOAN AGREEMENT
(Arrowhead Grove Phase I1)

This HOME Investment Partnerships Act Loan Agreement (the "Agreement") is dated
August __, 2019 (the "Effective Date"), and is between the County of San Bernardino, a political
subdivision of the State of California (the "County"), and Waterman Gardens Partners 2, L.P., a
California limited partnership ("Borrower").

RECITALS
A. Defined terms used but not defined in these recitals are as defined in Article 1 of
this Agreement.
B. Pursuant to the terms of the Sub-Recipient Agreement, the County has received

Home Investment Partnerships Act funds from the United States Department of Housing and
Urban Development ("HUD") pursuant to the Cranston-Gonzales National Housing Act of 1990
("HOME Funds™). The HOME Funds must be used by the County in accordance with 24 C.F.R.
Part 92 (the "THOME Regulations™).

C. The Housing Authority of the County of San Bernardino (the "Housing
Authority") owns fee title interest in the real property located west of Crestview Avenue between
Baseline Road and Olive Street, in the City of San Bernardino, named in Revised Tentative Tract
Map 18829 as Parcels C & D, and said to be located within current APN’s 0147-211-24 & 0147-
211-25, County of San Bernardino, State of California, as more particularly described in Exhibit
A (the "Property™). The Borrower will lease the Property from the Housing Authority pursuant
to a long-term ground lease (the "Housing Lease").

D. The Property is part of the larger phased redevelopment of public housing units
under the Rental Assistance Demonstration ("RAD") Program under which the Housing
Authority obtained specified rights to develop, construct and maintain up to four hundred eleven
(411) residential units, with not less than two hundred fifty-two (252) RAD replacement units.
To date, Borrower has developed Phase 1a consisting of seventy-six (76) units offsite with
seventy-five (75) units being RAD replacement units, and Phase 1b consisting of sixty-two (62)
units with sixty-one (61) being RAD replacement units.

E. As part of the second phase of the redevelopment project, the Borrower intends to
construct approximately one hundred forty-seven (147) multi-family affordable rental units (the
"Improvements™). The Improvements and the Property are referred to as the "Development.”
The second phase of the redevelopment project also includes thirty-five (35) market rate units
and two (2) manager's units which will not be assisted with the HOME funds.

F. The County and Borrower's predecessor in interest, National Community
Renaissance of California, a California nonprofit public benefit corporation ("NCRC") entered
into that certain Predevelopment Loan Agreement date July 24, 2018, under which the County
provide financial assistance in the amount of up to One Million Four Hundred Eighty-Seven
Thousand Four Hundred Fifty Dollars ($1,487,450) (the "Predevelopment Loan") in HOME
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CHDO Funds to finance certain specified predevelopment activities associated with the
Development.

G. Borrower desires to borrow from the County and the County desires to lend
Borrower Two Million Nine Hundred Thousand Dollars ($2,900,000) of HOME Funds (the
"Loan") to fund eligible activities for the Development as allowed under 24 C.F.R. 92.64. The
Loan will be evidenced by the Note and secured by the Deed of Trust, as defined below.

H. The Loan is being made to finance construction costs associated with the
Development in order to help achieve financial feasibility for the Development. The
Development will increase the supply of affordable rental housing in San Bernardino County.
Due to the assistance provided Borrower pursuant to this Agreement, the County has classified
fourteen (14) units as HOME-assisted units (each such unit a "HOME-Assisted Unit"), which
Units are "fixed" Units as defined in 24 C.F.R. 92.252(j). The HOME-Assisted Units are
required to be two (2) of the one-bedroom Units, nine (9) of the two-bedroom Units, and three
(3) of the three-bedroom Units, and are to be intermingled throughout the Development and of
comparable quality to all other Units and must meet the Uniform Federal Accessibility Standards
and Section 3.8(g) below. One Hundred Forty Seven (147) Units are to be made available to,
and occupied by, LIHTC-compliant households pursuant to the terms of the Regulatory
Agreement.

l. The City of San Bernardino has prepared a Mitigated Negative Declaration under
the California Environmental Quality Act (Public Resources Code Sections 21000 et seq.)
("CEQA™) requirements, pursuant to 14 CCR Section 15070. The County, as responsible
agency, considered the environmental effects of the Development as show in the Mitigated
Negative Declaration and determined that no further CEQA analysis is required pursuant to 14
California Code of Regulations Section 15162.

J. In accordance with the National Environmental Policy Act of 1969, as amended
(42 U.S.C. 4321-4347) ("NEPA™), the County has completed and approved all applicable
environmental review for the activities proposed to be undertaken under this Agreement and
issued a Finding of No Significant Impact.

The Parties therefore agree as follows:

AGREEMENT

ARTICLE 1. DEFINITIONS AND EXHIBITS

Section 1.1  Definitions.

The following terms have the following meanings:

@ "Affiliate" means an entity that is Controlling or Controlled by Borrower
or the County, as applicable. For the purposes of this definition "Control” means (1) direct or
indirect management or control of the managing member or members in the case of a limited
liability company; (2) direct or indirect management or control of a general partner or general
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partners in the case of a partnership; and (3) direct or indirect control of a majority of the
directors in the case of a corporation. Notwithstanding anything to the contrary herein, the sole
member of the sole general partner of the Borrower shall at all times continue to qualify as a
CHDO as defined in 24 C.F.R. 92.2, such that the Borrower qualifies for CHDO set aside
HOME Funds.

(b) "Agreement"” means this HOME Investment Partnerships Act Loan
Agreement.

(© "AHSC Grant" means an AHSC Program grant from HCD in the amount
of Two Million Five Hundred Seventy-Seven Thousand Two Hundred Eighty-Six Dollars
($2,577,286) granted to NCRC.

(d) "Annual Operating Expenses" means for each calendar year, the following
costs reasonably and actually incurred for operation and maintenance of the Development, and
subject to the limits contained in the Approved Development Budget:

1) Property taxes and assessments imposed on the Development;

2 Debt service and associated fees currently due on a non-optional
basis (excluding debt service due from residual receipts or surplus cash of the Development) on
loans associated with development of the Development and approved by the County;

3) Property management fees and reimbursements (including deferred
payments of previously approved property management fees), on-site property management
office expenses, and salaries of property management and maintenance personnel payable to a
property manager approved by the County pursuant to the Regulatory Agreement, not to exceed
amounts that are standard in the industry and pursuant to a management contract approved by the
County pursuant to the Regulatory Agreement;

4) The Partnership Asset Management Fee;

(5) Fees for accounting, audit, and legal services incurred by
Borrower's general partner in the management of the Development, not to exceed amounts that
are standard in the industry and to the extent not included in the Partnership Asset Management
Fee;

(6) Premiums for property damage and liability insurance;

(7 Utility services not paid for directly by Tenants, including water,
sewer, and trash collection;

(8) Maintenance and repair;

9 Any annual license or certificate of occupancy fees required for
operation of the Development;

(10)  Security services;
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(11)  Advertising and marketing;

(12) Cash deposited into an operating reserve in an amount sufficient to
replenish the operating reserve to the amount required by the Partnership Agreement approved
by the County (approximately Five Hundred Seventy-Nine Thousand Five Hundred Twenty-Five
Dollars ($579,525)) or the amount required in connection with the permanent financing (or any
greater amount approved in writing by the County) but with the operating reserve capped at three
(3) months gross rent from the Development (as such rent may vary from time to time);

(13) Payment of any previously unpaid portion of the Developer Fee
(with interest at the applicable federal rate) due, not to exceed a cumulative Developer Fee in the
maximum amount set forth in Section 3.16 below;

(14)  Fees or charges due on a non-optional basis on loans associated
with the construction of the Development and approved by the County, including but not limited
to inspection fees or compliance monitoring fees;

(15) Deposits to a replacement reserve account of Five Hundred Dollars
($500) per unit per annum, and cash deposited into any other reserve required by lenders of
Approved Financing and the Investor Limited Partner including a transition reserve and tenant
rent burden protection reserve;

(16) Extraordinary operating costs specifically approved in writing by
the County;

(17)  Bond monitoring fee, issuer fees, trustee’s fees and other fees and
cost payable to a trustee and/or issuer in connection with tax-exempt bonds issued as part of
financing for the Development;

(18)  On-site service provider fees for Tenant Services, provided the
County has approved, in writing, the Services Plan and Services Budget, in accordance with
Section 3.18 below, before such services begin;

(19) Payments made toward the outstanding balance of the deferred
Developer Fee, but only for the first ten (10) years of operation of the Development (measured
from the date of issuance of a certificate of occupancy or equivalent document for the
Development);

(20)  Payments of deductibles in connection with casualty insurance
claims not normally paid from reserves, the amount of uninsured losses actually replaced,
repaired or restored, and not normally paid from reserves, and other ordinary and reasonable
operating expenses approved in writing by the County and not listed above.

Annual Operating Expenses do not include the following: depreciation, amortization,
depletion or other non-cash expenses, any amount expended or withdrawn from any reserve
account, and any capital cost associated with the Development, as determined by the accountant
for Borrower.
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(e "Annual Payment™ has the meaning set forth in Section 2.7(b).

M "Approved Development Budget™ means the proforma development
budget, including sources and uses of funds, as approved by the County, and attached hereto and
incorporated herein as Exhibit B as such may be modified pursuant to Section 3.15.

(9) "Approved Financing™ means all of the following loans, grants and equity
obtained by Borrower and approved by the County for the purpose of financing the
Development:

1) A construction loan in the approximate amount of Fifty-Five
Million Dollars ($55,000,000) (the "Construction Loan");

2) A permanent loan in the approximate amount of Eighteen Million
Twenty-Seven Thousand Dollars ($18,027,000) (the "Permanent Loan™);

3) Investor Limited Partner capital contribution in the approximate
amount of Twenty-Three Million Eight Hundred Seventy-Two Thousand Four Hundred Forty-
Two Dollars ($23,872,442) (the "Tax Credit Investor Equity");

4) An AHSC Program loan from the California Department of
Housing and Community Development ("HCD") of approximately Seventeen Million Four
Hundred Twenty-Two Thousand Seven Hundred Fourteen Dollars ($17,422,714) (the "AHSC
Loan™)

(5) A loan from the City of approximately One Million Five Hundred
Thousand Dollars ($1,500,000), consisting of Neighborhood Stabilization Program funds (the
"City NSP Loan");

(6)  Aloan from the City of approximately Eight Hundred Thirty
Thousand Dollars ($830,000), consisting of HOME program funds (the "City HOME Loan");

(7) A loan from NCRC, reloaning funds from Dignity Health in the
approximate amount of One Million Two Hundred Thousand Dollars ($1,200,000) (the "Sponsor
Dignity Health Loan");

(8) A loan from the Housing Authority of approximately Four Million
Three Hundred Eighty-Two Thousand Dollars ($4,382,000) consisting of Three Million Four
Hundred Twelve Thousand Dollars ($3,412,000) of federal funds and a ground lease loan of in
the amount of Nine Hundred Seventy Thousand Dollars ($970,000) (the "Authority Loan"); and

9 GP Equity and Deferred Developer Fee in the approximate amount
of Six Million Four Hundred Thousand Dollars ($6,400,000), or otherwise as required by, and as
sized in accordance with, TCAC regulations, and subject to the requirements set forth in Section
3.16(c), if any.

(h) "Assignment of Documents” means the agreement, evidencing the

Borrower's assignment of all rights in and to certain plans, specifications and other work product
as security for the Loan Documents.
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Q) "Bid Package" means the package of documents Borrower's general
contractor is required to distribute to potential bidders as part of the process of selecting
subcontractors for the Development. The Bid Package is to include the following: (1) an
invitation to bid; (2) copy of the proposed construction contract; and (3) all Construction Plans.

() "Borrower" has the meaning set forth in the first paragraph of this
Agreement.

(K) "CEQA" has the meaning set forth in Paragraph F of the Recitals.

() "Certificate of Occupancy" means the certificate of occupancy or
equivalent document issued by the City to certify completion of the construction of the
Development.

(m)  "City" means the City of San Bernardino, a municipal corporation.

(n) "Commencement of Construction™ has the meaning set forth in
Section 3.6.
(o) "Completion Component™ has the meaning set forth in Section 2.6.
(p) "Completion Date" means the date that all of the following have occurred:

(1) atemporary or final certificate of occupancy, or equivalent document is issued by the City to
certify completion of the construction of the Development; (2) the final disbursement of HOME
funds for the Development has been made; (3) the County has verified the Development
complies with the property standards set forth in 24 CFR 92.251 and all other requirements in
Subpart F of the HOME Regulations; and (4) all project completion information has been entered
by the County into the Integrated Disbursement and Information System (IDIS). County shall
process completion information promptly after receiving complete information from the
Borrower.

(a) "Completion of Construction” has the meaning set forth in Section 3.7.

(9] "Construction Closing™ means the date that Borrower acquires leasehold
title to the Property and all deeds of trust associated with Approved Financing necessary for the
construction of the Development as shown on the Approved Development Budget are recorded
against the Borrower's leasehold interest in the Property.

(s) "Construction Component™ has the meaning set forth in Section 2.6.

® "Construction Contract” has the meaning set forth in Section 3.3.

(w) "Construction Loan" has the meaning set forth in Section 1.1(g)(1)

(v) "Construction Plans™ means all construction documentation upon which

Borrower and the General Contractor rely in constructing the Development on the Property
(including the units in the Development, landscaping, parking, and common areas) as approved
by the City, as applicable, and includes, but is not limited to, final architectural drawings,
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landscaping plans and specifications, final elevations, building plans and specifications, and
scope of construction working drawings.

(w)  "County" has the meaning set forth in the first paragraph of this
Agreement.

) "County Prorata Percentage” means the County's prorata percentage of the
Lenders' Share of Residual Receipts, resulting from dividing the Loan funds disbursed to
Borrower in accordance with this Agreement, by the sum of Public Loans funds actually
disbursed, or any other residual receipts loans included as Approved Financing and disbursed to
Borrower.

(y) "Deed of Trust" means the Leasehold Deed of Trust with Assignment of
Rents, Security Agreement, and Fixture Filing among Borrower, as Trustor, a trustee approved
by the County, and the County, as beneficiary, that will encumber the Borrower's leasehold in
the Property to secure repayment of the Loan and performance of the covenants of the Loan
Documents. A copy of the form of Leasehold Deed of Trust is attached as Exhibit E.

(2) "Default Rate" has the meaning set forth in Section 6.2(a)(V).

(aa)  "Developer Fee" has the meaning set forth in Section 3.16 and includes
the Deferred Developer Fee defined in subsection 3.16(a).

(bb)  "Development" has the meaning set forth in Paragraph E of the Recitals.

(cc)  "Escrow" means the escrow account established by the Borrower for the
closing of Development financing with Fidelity National Title Insurance Company in its
Riverside California office, located at 4210 Riverwalk Parkway, Suite 100, Riverside, California,
92505, or another escrow company satisfactory to the County.

(dd)  "Event of Default" has the meaning set forth in Section 6.1.
(ee)  "Final Cost Certification" has the meaning set forth in Section 4.2(b).

(ff)  "Final Development Cost" means the total of the cost of acquisition,
development and construction (including soft costs) of the Development as shown on the Final
Cost Certification, including the payment of the Deferred Developer Fee pursuant to Section
3.16 below.

(gg) "General Contractor™ has the meaning set forth in Section 3.3.

(hh)  "Gross Revenue™ means for each calendar year, all revenue, income,
receipts, and other consideration actually received from operation and leasing of the
Development. Gross Revenue includes, but is not limited to:

Q) All rents, fees and charges paid by Tenants;

(2) Section 8 payments or other rental subsidy payments received for
the dwelling units;
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3) Deposits forfeited by Tenants;
4 All cancellation fees;

(5) Price index adjustments and any other rental adjustments to leases
or rental agreements;

(6) Net proceeds from vending and laundry room machines;

(7) The proceeds of business interruption or similar insurance not paid
to Senior Lenders;

(8) The proceeds of casualty insurance not used to rebuild the
Development; and

9) Condemnation awards for a taking of part or all of the
Development for a temporary period, not paid to Senior Lenders.

Gross Revenue does not include Tenants' security deposits, loan proceeds, capital contributions
or similar advances.

(i) "Hazardous Materials" has the meaning set forth in Section 4.7.
an "Hazardous Materials Claims" has the meaning set forth in Section 4.7.
(kk)  "Hazardous Materials Law" has the meaning set forth in Section 4.7.

(1)) "HOME" means the HOME Investment Partnerships Act Program
pursuant to the Cranston-Gonzales National Affordable Housing Act of 1990 (42 U.S.C. 12705
et seq.), as amended.

(mm) "HOME-Assisted Units" has the meaning set forth in Recital H.
(nn)  "HOME Funds" has the meaning set forth in Paragraph B of the Recitals.

(00) "HOME Term" means the period beginning on the date of this Agreement
and ending on the twentieth (20™") anniversary of the Completion Date.

(pp) "HOME Regulations™ has the meaning set forth in Recital B.

(aq) "Housing Lease" has the meaning set forth in Recital C.

(rr)  "HUD" has the meaning set forth in Paragraph B of the Recitals.

(ss)  "Improvements" has the meaning set forth in Paragraph E of the Recitals.

(tt) "Investor Limited Partner" means the limited partner entity admitted to the
Borrower and benefiting from federal low-income housing tax credits established pursuant to
Section 42 of the Internal Revenue Code of 1986, as amended.
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(uu)  "Lenders' Share of Residual Receipts” means fifty percent (50%) of the
Residual Receipts, inclusive of any Residual Receipts payment due under the Public Loans.

(vv)  "Loan™ has the meaning set forth in Paragraph G of the Recitals.

(ww) "Loan Documents" means this Agreement, the Note, the Regulatory
Agreement, and the Deed of Trust.

(xx)  "Local Loans" means the sum of the County Loan, the City NSP Loan, the
City HOME Loan and the Housing Authority Loan.

(yy) "Major Trades" means the following construction trades for which the
general contractor must bid out work: mechanical, roofing, concrete, electrical, plumbing, and
framing trades.

(zz) "Marketing Plan™ has the meaning set forth in Section 3.17(a).
(aaa) "NCRC" has the meaning set forth in Recital F.
(bbb) "NEPA™ has the meaning set forth in Paragraph J of the Recitals.

(ccc) "Net Proceeds of Permanent Financing™ means the amount by which
Permanent Financing exceeds the Final Development Costs.

(ddd) "Note" means the Promissory Note that evidences Borrower's obligation to
repay the Loan. A copy of the form of Note is attached as Exhibit D.

(eee) "Notice of Completion™ means the Notice of Completion executed by
Borrower in the form specified in California Civil Code Section 3093.

(fFff)  "Partnership Agreement™ means the Agreement of Limited Partnership
executed by the partners of Borrower, to be amended and restated upon admittance of the
Investor Limited Partner to the partnership, and as may be further amended pursuant to the
requirements of Section 4.13(c)(ii) hereof.

(ggg) "Partnership Asset Management Fee" means the total of the annual
partnership management fees and asset management fees payable to the limited partner or
general partner of Borrower pursuant to Borrower's Partnership Agreement, in an amount not to
exceed Fifty Thousand Dollars ($50,000) per year, subject to an annual increase that is equal to
three percent (3%), and in an amount to be approved by the County at the end of the tax credit
compliance period for the remainder of the Term.

(hhh) "Permanent Closing™ means the date that all deeds of trust (or assignments
of deeds of trust) associated with the Permanent Financing (as shown on the Approved
Development Budget), have been recorded against the Borrower's leasehold interest in the
Property, or if previously recorded, are converted to permanent loan deeds of trust, which shall
also be referenced as the "Conversion Date".
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(iii)) ~ "Permanent Financing" means the following loans: (1) the City NSP
Loan; (2) the City HOME Loan; (3) the Authority Loan; (4) the Permanent Loan; (5) the AHSC
Loan; (6) the Sponsor Dignity Health Loan; and (7) the Loan.

(1))  "Permitted Limited Partner” has the meaning set forth in Section 6.5.
(kkk) "Permitted Transfer" has the meaning set forth in Section 4.13.

(1) "Predevelopment Component™ has the meaning set forth in Section 2.6.
(mmm)“Property" has the meaning set forth in Paragraph C of the Recitals.

(nnn) "Public Loans" means the County Loan, the City NSP Loan, the City
HOME Loan, the AHSC Loan and the Housing Authority Loan.

(oo0) "Regulatory Agreement™” means the Regulatory Agreement and
Declaration of Restrictive Covenants between the County and Borrower related to the Loan, to
be recorded against the Borrower's leasehold interest in the Property. A copy of the form of
Regulatory Agreement is attached as Exhibit F.

(ppp) "Residual Receipts™ in a particular calendar year shall mean the amount by
which Gross Revenue exceeds Annual Operating Expenses as further set forth in Section
2.7(a)(6).

(gqg) "Schedule of Performance™ means the schedule for performance of various
tasks and obligations under this Agreement that is attached as Exhibit C, as such may be
modified pursuant to Section 3.1.

(rrr)  "Senior Lender™ has the meaning set forth in Section 2.5.
(sss) "Services Budget" has the meaning set forth in Section 3.18.
(ttt)  "Services Plan" has the meaning set forth in Section 3.18.

(uuu) "Statement of Residual Receipts" means an itemized statement of Residual
Receipts, in the form attached here to as Exhibit J, incorporated herein by this reference. The
first Statement of Residual Receipts will cover the period that begins on the Completion Date
and ends on December 31% of that same year. Subsequent statements of Residual Receipts will
cover the twelve-month period that ends on December 31 of each year.

(vvv) "Subdivision Map" means a lot line adjustment, tentative map amendment,
or subdivision map (as may be required by the City) which will create the proposed development
parcels.

(www) "Tax Credit Investor Equity" has the meaning set forth in Section
1.1(h)(3).

(xxx) "TCAC" means the California Tax Credit Allocation Committee.
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(yyy) "Tenant" means the tenant household that occupies a unit in the
Development.

(zzz) "Term™ means the period of time that commences on the date of this
Agreement, and expires, unless sooner terminated in accordance with this Agreement, on the
fifty-fifth (55™) anniversary of the Completion Date.

(aaaa) "Transfer" has the meaning set forth in Section 4.13.

(bbbb) "Unit" means one (1) of the approximately one hundred forty-seven (147)
affordable housing units to be constructed at the Development, other than a manager's unit or a
non-restricted unit.

Section 1.2  Exhibits.

The following exhibits are attached to this Agreement and incorporated into this
Agreement by this reference:

Exhibit A: Legal Description of the Property

Exhibit B: Approved Development Budget

Exhibit C: Schedule of Performance

Exhibit D: Form of Promissory Note

Exhibit E: Form of Leasehold Deed of Trust

Exhibit F: Form of Regulatory Agreement

Exhibit G: Certification of Continuing Program Compliance
Exhibit H: Section 3 Compliance

Exhibit I: Statement of Residual Receipts

ARTICLE 2. LOAN PROVISIONS

Section 2.1  Loan.

Subject to the satisfaction of the conditions set forth in this Article, the County shall lend
to Borrower the Loan for the purposes set forth in Section 2.3 of this Agreement. Borrower's
obligation to repay the Loan is evidenced by the Note.

Section 2.2 Interest.

@ Subject to the provisions of Subsection (b) below, simple interest will
accrue on the outstanding principal balance of the Loan at a per annum rate of simple interest
equal to three percent (3%) commencing on the date of each disbursement.

(b) Upon the occurrence of an Event of a Default, interest on the Loan will
begin to accrue, beginning on the date of such occurrence and continuing until the date the Loan
is repaid in full or the Event of Default is cured, at the "Default Rate" defined in section 6.2(a)(v)
below.
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Section 2.3  Use of Loan Funds.

@) Allowable Uses. The Borrower may use the Loan to fund the
predevelopment, construction and permanent financing of the Development consistent with the
Approved Development Budget and consistent with eligible activities requirements under 24
C.F.R. 92.64. Borrower shall use the Loan only to fund costs associated with the affordable
residential portions of the Development.

(b) Prior Incurred Costs. No portion of the Loan shall be used to fund costs
incurred more than twenty-four (24) months prior to the Effective Date or for any costs not
allowed under 24 C.F.R. 92.206.

(© No Other Uses. Borrower may not use the Loan proceeds for any other
purposes without the prior written consent of the County.

(d) Use in Compliance with Regulations and Notice. During the entire Term,
the Borrower shall comply with the HOME Regulations, the Regulatory Agreement and this
Agreement in the use of the Loan funds.

Section 2.4 Security.

@) Assignment of Documents. The Borrower's obligations under this
Agreement shall be secured by the Assignment of Documents, in a form to be provided by the
County, to be executed by the Borrower pursuant to this Section. The Assignment of Documents
shall become effective upon an uncured Event of Default as defined in Section 6.1 below. The
County shall not have any obligation under any contracts or agreements assigned pursuant to the
Assignment of Documents until it expressly agrees in writing to be bound by such contracts or
agreements. Upon an Event of Default that has not been cured pursuant to this Agreement, the
County may use any of the documents, assigned to the County under an Assignment of
Documents, for any purpose for which the Borrower could have used them for construction of
the Development.

(b) During Construction. The Deed of Trust will secure the Loan. At the
Construction Closing, the Deed of Trust shall be recorded against the Borrower's leasehold
interest in the Property. Borrower shall secure its obligation to repay the Loan, as evidenced by
the Note, by executing the Deed of Trust, and causing or permitting it to be recorded as a lien
against the leasehold interest in the Property in lien priority approved by the County in such
relationship to the other Approved Financing liens as the County approves. Borrower shall also
cause or permit the Regulatory Agreement to be recorded against the leasehold interest in the
Property, in a lien position approved by the County.

(©) Post Conversion. Subject to Section 2.5 below, as of the Permanent
Closing, the Deed of Trust, shall be recorded as a lien against the Borrower's leasehold interest in
the Property subordinate only to the deeds of trust securing the Approved Financing in the
following order: the Permanent Loan, the AHSC Loan, and the Authority Loan. Borrower shall
also cause or permit the Regulatory Agreement to be recorded against the Borrower's leasehold
interest in the Property, in a lien position prior to all Approved Financing and related covenants
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except for the HUD RAD Use Restriction, the Authority Regulatory Agreement, and the deeds of
trust securing the Permanent Loan, the AHSC Loan and Authority Loan.

Section 2.5  Subordination.

@) Any agreement by the County to subordinate the Deed of Trust to an
encumbrance securing and/or evidencing Approved Financing (each such Approved Financing, a
"Senior Loan"), will be subject to the satisfaction of each of the following conditions:

1) All of the proceeds of the proposed Senior Loan, less any
transaction costs, are used to provide acquisition, construction and/or permanent financing for
the Development;

(2)  The proposed lender of a Senior Loan (each a "Senior Lender")
must be a state or federally chartered financial institution, a nonprofit corporation or a public
entity that is not affiliated with Borrower or any of Borrower's affiliates, other than as a depositor
or a lender, except as may otherwise be permitted by the County, at its sole and absolute
discretion;

3) Borrower demonstrates to the County's satisfaction that
subordination of the Deed of Trust is necessary to secure adequate acquisition, construction
and/or permanent financing to ensure the viability of the Development, including the operation
of the Development as affordable housing, as required by the Loan Documents. To satisfy this
requirement, Borrower must provide to the County, in addition to any other information
reasonably required by the County, evidence demonstrating that the proposed amount of the
Senior Loan is necessary to provide adequate acquisition, construction and/or permanent
financing to ensure the viability of the Development, and adequate financing for the
Development would not be available without the proposed subordination.;

4) The subordination agreement(s) is structured to minimize the risk
that the Deed of Trust will be extinguished as a result of a foreclosure by the Senior Lender or
other holder of the Senior Loan. To satisfy this requirement, the subordination agreement must
provide the County with adequate rights to cure any defaults by Borrower, including:

(i) providing the County or its successor with copies of any notices of default at the same time
and in the same manner as provided to Borrower; and (ii) providing the County with a cure
period of at least sixty (60) days to cure any default;

5) The subordination(s) of the Loan is effective only during the
original term of the Senior Loan and any extension of its term that is approved in writing by the
County;

(b) No subordination may limit the effect of the Deed of Trust before a
foreclosure, nor require the consent of the Senior Lender prior to the County exercising any
remedies available to the County under the Loan Documents; and

(c) Upon a determination by the County Chief Executive Officer or the
Community Development and Housing Agency (CDHA) Deputy Executive Officer that the
conditions in this Section have been satisfied, the County Chief Executive Officer or the
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Community Development and Housing Agency (CDHA) Deputy Executive Officer, or his/her
designee, will be authorized to execute the approved subordination agreement without the
necessity of any further action or approval by the Board of Supervisors. Execution of any
subordination agreement will evidence and constitute the determination of the County that all
requirements of this Section 2.5 have been satisfied or waived.

(d) The County agrees to subordinate the Deed of Trust and the Authority
Regulatory Agreement to that certain Rental Assistance Demonstration (RAD) Use Agreement
to be entered into between HUD and Borrower, pursuant to a form of subordination agreement
provided by HUD and approved by the County.

Section 2.6  Conditions Precedent to Dishursement of Loan Funds.

@ The disbursements made pursuant to this Section 2.6 may not exceed the
amount of the Loan and shall only be requested at such time they are needed by the Borrower to
pay eligible costs. The County shall disburse the Loan into Escrow in three components: (i) a
"Predevelopment Component” in the amount of up to One Million Four Hundred Eighty-Seven
Thousand Four Hundred Fifty Dollars ($1,487,450) of which One Million One Hundred Twenty
Six Thousand Two Hundred Sixty-Three Dollars and Forty-One Cents ($1,126,263.41) has been
disbursed to date; (ii) a "Construction Component” in the amount of One Million One Hundred
Twenty-Two Thousand Five Hundred Fifty Dollars ($1,122,550) plus any portion of the
Predevelopment Component not drawn as such; and (iii) a "Completion Component" in the
amount of Two Hundred Ninety Thousand Dollars ($290,000). The division of the Loan
between the Predevelopment Component, the Construction Component and the Completion
Component may be readjusted by the County Chief Executive Officer, Community Development
and Housing Agency (CDHA) Deputy Executive Officer, or the Community Development and
Housing Director on behalf of the County without the need for formal amendment of this
Agreement. The County will disburse the Predevelopment Component subject to the conditions
precedent set forth in subsection (b) below, the Construction Component at the Construction
Closing subject to the conditions precedent setforth in subsection (c) below (but in no event
before the Construction Closing), and the Completion Component at Permanent Closing subject
to the conditions precedent set forth in subsection (d).

(b) Predevelopment Component. The maximum amount of funds to be
disbursed to the Borrower pursuant to this Section as the Predevelopment Component shall not
exceed One Million Four Hundred Eighty-Seven Thousand Four Hundred Fifty Dollars
(%$1,487,450), unless otherwise approved by the County's Chief Executive Officer. The Parties
agree and acknowledge that as of the Effective Date the sum of One Million One Hundred
Twenty Six Thousand Two Hundred Sixty-Three and 41/00 Dollars ($1,126,263.41) of the
Predevelopment Component is deemed to have been disbursed to the Borrower. Any
Predevelopment Component funds not previously disbursed to the Developer as of the
Construction Closing shall be included and disbursed as part of the Construction Component of
the Loan.

(©) Construction Component. The County is not obligated to make a
disbursement of the Construction Component prior to the Construction Closing, or to take any
other action under the Loan Documents unless the following conditions precedent are satisfied
prior to each such disbursement of the Loan funds:
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1) There exists no Event of Default nor any act, failure, omission or
condition that would constitute an Event of Default under this Agreement, or any other financing
agreements or contracts between the County and Borrower or its Affiliates relating to the
Development;

2 The Housing Lease has been executed and the Borrower holds, or
along with the first disbursement will hold, good and marketable leasehold interest to the
Property;

(€)) Borrower has delivered to the County a copy of Borrower's
organizational documents and a corporate authorizing resolution authorizing Borrower's
execution of the Loan Documents and the transactions contemplated by the Loan Documents;

4) County has received and approved any necessary updates to the
Approved Development Budget;

(5) The County has received a copy of the General Contractor's
Construction Contract as required pursuant to Section 3.3 below, including evidence that the
Major Trades have been properly bid, and all contractors and subcontractors have registered with
the DIR in compliance with Labor Code Section 1771.1;

(6) The County has received and approved the labor and material
(payment) bonds or alternative security as required pursuant to Section 3.5 below;

@) Borrower has executed a Partnership Agreement approved by the
County, with the Investor Limited Partner, in which the Investor Limited Partner is obligated to
provide Borrower the Tax Credit Investor Equity;

(8) Borrower has closed, or is concurrently closing, on the
Construction Loan and is eligible to receive the proceeds of all construction loans and has
received, or is concurrently receiving, the amount of Tax Credit Investor Equity stated as the first
installment in the Partnership Agreement (estimated to be approximately Two Million Four
Hundred Ten Thousand Six Hundred Nineteen Dollars ($2,410,619);

9) Borrower has obtained all permits and approvals necessary for the
construction of the Development, as required by Section 3.2, provided however the Borrower
may satisfy this requirement with regards to the building permit, if the Borrower provides the
County with a permit ready letter from the City Building Department;

(10)  The Subdivision Map has been processed creating the Property.

(11) Borrower has submitted a certification from the architect certifying
that the plans and specifications and design documents for the Development provide for the
Units to be constructed in compliance with Section 3.8(g) of this Agreement;

(12) The County has received reasonable evidence that the local match
requirements set forth in 24 C.F.R. Section 92.218 et seq., have been satisfied pursuant to
Section 5.1 of this Agreement;
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(13) Borrower has furnished the County with evidence of the insurance
coverage meeting the requirements of Section 4.15 below;

(14) Borrower has caused to be executed and delivered to the County
the Loan Documents and any other instruments, and policies required under the Loan
Documents;

(15) The Deed of Trust and the Regulatory Agreement have been
recorded against the Borrower's leasehold interest in the Property in the Office of the Recorder of
the County of San Bernardino in a lien position approved by the County, and recorded copies
have been delivered to the County;

(16) Borrower is in compliance with the Schedule of Performance;

(17)  All environmental review necessary for the construction of the
Development has been completed, and Borrower has provided the County evidence of
compliance with all CEQA and NEPA mitigation measures;

(18)  There exists no material adverse change in the financial condition
of Borrower from that shown by the financial statements and other data and information
furnished by Borrower to the County prior to the date of this Agreement;

(19) The County has determined the undisbursed proceeds of the Loan,
together with other funds or firm commitments for funds that Borrower has obtained in
connection with the acquisition and construction of the Development, are not less than the
amount the County determines is necessary to pay for the acquisition and construction of the
Development and to satisfy all of the covenants contained in this Agreement and the Regulatory
Agreement;

(20)  Atitle insurer reasonably acceptable to the County is
unconditionally and irrevocably committed to issuing an LP-10 2006 ALTA Lender's Policy of
title insurance insuring the priority of the Deed of Trust in the amount of the Loan, subject only
to such exceptions and exclusions as may be reasonably acceptable to the County, and containing
such endorsements as the County may reasonably require. The Borrower shall provide whatever
documentation (including an indemnification agreement), deposits or surety is reasonably
required by the title company in order for the County's Deed of Trust to be senior in lien priority
to any mechanics liens in connection with any start of construction that has occurred prior to the
recordation of the Deed of Trust against the Property in the Office of the Recorder of the County
of San Bernardino;

(21)  The County has received a written draw request from Borrower,
including: (i) certification that the condition set forth in Section 2.6(c)(1) continues to be
satisfied; (ii) certification that the proposed uses of funds consistent with the Approved
Development Budget; (iii) the amount of funds needed; and (iv) where applicable, a copy of the
bill or invoice covering a cost incurred or to be incurred. When a disbursement is requested to
pay any contractor in connection with improvements on the Property, the written request must be
accompanied by: (A) certification by the Borrower's architect reasonably acceptable to the
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County that the work for which disbursement is requested has been completed (although the
County reserves the right to inspect the Property and make an independent evaluation); and (B)
lien releases and/or mechanics lien title insurance endorsements reasonably acceptable to the
County;

(d) Completion Component. The County is not obligated to make a
disbursement of the Completion Component at Permanent Closing, or to take any other action
under the Loan Documents unless the following conditions precedent are satisfied prior to each
such disbursement of the Loan funds:

1) All requirements set forth in Section 2.6(a) and 2.6(b) have been
and continue to be satisfied and there exists no Event of Default nor any act, failure, omission or
condition that would constitute an Event of Default under this Agreement;

2 The County has received a copy of the a Certificate of Occupancy
issued by the City for the Development;

3) The County has received satisfactory evidence that the Units are
rented to eligible tenants at the required rents in compliance with the requirements of this
Agreement and the Regulatory Agreement;

4) The Borrower has satisfied all conditions for the receipt of the
installment of the Tax Credit Investor Equity attributable to conversion of the Construction Loan
to permanent financing, consistent with Borrower's Partnership Agreement;

(5) The County has received from Borrower current evidence of the
insurance coverage meeting the requirements of Section 4.15 below;

(6) The County has received and approved a report setting forth: (i)
the income, household size, race, and ethnicity of Tenants of the HOME-Assisted Units; (ii) the
unit size, rent amount and utility allowance for all HOME-Assisted Units; and (iii) the accessible
units in the Development pursuant to Section 3.8(g);

(7) The County has received a draft of the Final Cost Certification for
the Development from Borrower showing all uses and sources;

(8) The County has received from Borrower and approved a form of
Tenant lease;

9) The County has received from Borrower and approved the
Marketing Plan;

(10)  The County has received from Borrower and approved a copy of
the Services Plan for the provision of service to residents;

(11) The County has received from Borrower all relevant contract
activity information, including compliance with Section 3 (including items included in Exhibit H
of this Agreement, incorporated herein by this reference) and MBE/WBE requirements;
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(12) Borrower has submitted a certification from the architect certifying
that the Units have been constructed in compliance with Section 3.8(g) of this Agreement;

(13) The County has received from Borrower a copy of the
management agreement and contact information for the property manager of the Development
and the name and phone number of the on-site property manager;

(14) If Borrower is required to pay prevailing wages under the Davis-
Bacon Act (40 U.S.C. 3141-3148), the Borrower has submitted copies of all certified payrolls to
the County, and any identified payment issues have been resolved, or Borrower is working
diligently to resolve any such issues;

(15) The County has received a written draw request from Borrower,
including (1) certification that the conditions set forth in Section 2.6(a) and 2.6(b) continue to be
satisfied, (2) certification that the proposed use of funds is consistent with the Approved
Development Budget, (3) the amount of funds needed, and, (4) where applicable, a copy of the
bill or invoice covering a cost incurred or to be incurred.

(e The Borrower hereby agrees and acknowledges that the County will have
not less than forty-five days (45) days from the date the County receives a completed draw
request to disburse funds under this Section 2.6.

U] All funds to be disbursed pursuant to this Agreement shall be available to
be disbursed to a Senior Lender, if and to the extent, the Senior Lender takes over the
construction of the Development, the Senior Lender agrees to be bound to the terms hereof and
the Senior Lender has cured any Event of Default of the Borrower.

Section 2.7  Repayment Schedule.

@ Annual Payments. Subject to the full repayment of the Sponsor Dignity
Loan, commencing on April 1st of the year following the Completion Date, and on April 1st of
each year thereafter during the Term, Borrower shall make a Loan payment in an amount equal
to the County's Prorata Percentage of Lenders' Share of Residual Receipts for the previous
calendar year (each, an "Annual Payment"). The County shall apply all Annual Payments first,
to accrued interest, and second, to principal. On or prior to the date that Borrower pays its
Annual Payment, Borrower shall submit the following to the County:

(1)  The Statement of Residual Receipts for the relevant period, for the
subject property and the status of all reserve funds, including without limitation;

(2) A statement from the independent public accountant that audited
the Borrower's financial records for the relevant period, which statement must confirm that
Borrower's calculation of the Lenders' Share of Residual Receipts is accurate based on Gross
Revenue and Annual Operating Expenses; and

3) Any additional documentation reasonably required by the County
to substantiate Borrower's calculation of Lenders' Share of Residual Receipts.
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(b) Special Repayment From Net Proceeds. Subject to the rights of Senior
Lenders, and to the extent of additional subordinate loan proceeds, equity or surplus
development sources following the Final Cost Certification, no later than ten (10) days after the
date Borrower receives its final Tax Credit Investor Equity contribution, Borrower shall pay to
the County, the Authority and the City, as a special repayment of the Local Loans, their prorata
percentage of the of the Net Proceeds of Permanent Financing (resulting from dividing their
respective loan funds disbursed to Borrower by the sum of the Local Loans actually disbursed),
as a special repayment of the Loan and the other Local Loans. No later than one hundred twenty
(120) days following completion of construction of the Development, Borrower shall submit to
the County for its review a preliminary calculation of the Net Proceeds of Permanent Financing
and a draft of the Final Cost Certification as defined Section 4.1 below. The County shall
approve or disapprove Borrower's determination of the amount of the Net Proceeds of Permanent
Financing in writing within thirty (30) days of receipt. If Borrower's determination is
disapproved by the County, Borrower shall re-submit documentation to the County until the
County approval is obtained. Subject to the rights of Senior Lenders, notwithstanding anything
to the contrary, the Borrower may request a deduction from the Net Proceeds of Permanent
Financing to reduce the outstanding balance of the Deferred Developer Fee (subject to the
restrictions in Section 3.16 hereof) upon approval from the County, which approval shall not be
unreasonably withheld.

(© Special Repayment For Un-leased Units. As required under 24 C.F.R.
92.252, if Borrower fails to lease any one of the HOME-Assisted Units within eighteen (18)
months of the Completion of Construction of the Development, the Borrower shall repay to the
County a proportionate share of the indebtedness of Borrower to the County under this
Agreement and the Note attributable to each of the HOME-Assisted Units that has remained un-
leased for the entire eighteen (18) month period, together with any accrued interest thereon
calculated pursuant to Section 2.2, which amount shall be immediately due and payable. Interest
payments required to be paid pursuant to this subsection that are not immediately paid as
required hereunder a result of the limitations set forth in subsection (g) shall be added to the
outstanding principal of the Loan and become part of the secured obligation of the Borrower.

(d) Payment in Full. Borrower shall pay all outstanding principal and accrued
interest on the Loan, in full, on the earliest to occur of: (1) an Event of Default; and (2) the
expiration of the Term.

(e) Prepayment. Borrower may prepay the Loan at any time without premium
or penalty. However, the Regulatory Agreement and the Deed of Trust will remain in effect for
the entire Term, regardless of any prepayment.

Section 2.8  Non-Recourse.

Except as provided below, upon recordation of the Deed of Trust against the Property,
neither Borrower, nor any partner of Borrower, will have any direct or indirect personal liability
for payment of the principal of, and interest on, the Loan or the performance of the covenants of
Borrower under the Deed of Trust. Following recordation of the Deed of Trust, the sole recourse
of the County with respect to the principal of, or interest on, the Note and defa