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CITY COUNCIL
AGENDA STAFF REPORT

DATE: September 2, 2026

TO: Mayor and City Council

i

REVIEWED BY: Karla Chaparro, Finance Director W/

APPROVED BY: Benjamin Martinez, City Manager

PREPARED BY: Benjamin Martinez, City Manager

SUBJECT: Consideration to Provide a Letter of Support for the Assumption of an Existing
City of Calexico HOME Loan for Villa Del Este Apartments located at 1100 &
1103 Avenida de Oro in the City of Calexico

Recommendation:

Approve a Letter of Support for the Assumption of an Existing City of Calexico HOME Loan for Villa Del
Este Apartments located at 1100 & 1103 Avenida de Oro in the City of Calexico.

Background:

The purpose of this report is for the City Council to consider issuing a letter to support a new affiliated
entity to assume an existing City of Calexico HOME loan for Villa del Este Apartments. Villa del Este
Apartments is a 100-unit apartment complex located at 1100 & 1103 Avenida de Oro that is restricted to
occupancy by Low- and Very-Low-Income family households. The property was originally constructed in
two phases in 1983 and 1985 utilizing United States Department of Agriculture (USDA) financing. All the
property’s revenue units (99 units) receive monthly rent subsidy pursuant to a project-based contract
between USDA (now referred to as Rural Development) and the project’s ownership.

In 2007, Villa del Este Apartments was acquired by its current ownership entity as a single-purpose limited
partnership named Villa del Este L.P. Its general partner is an entity named Highland Property
Development LLC (HPD). The acquisition of the property and mild rehabilitation performed ($20,000 per
unit) were financed by mortgage loans provided by JP Morgan Chase, Rural Development, the California
Department of Housing and Community Development (HCD), a HOME loan from the City of Calexico,
and low-income housing tax credit equity provided by an investor limited partner. The HCD loan in the
amount of $2,990,769 and the City of Calexico HOME loan in the amount of $1,363,887 each bear
interest at 3% and are payable from 50% of residual cash flow relative to their loan principal balances.
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Discussion and Analysis: -

As of June 30, 2026 the outstanding principal balance of City of Calexico HOME loan was $1,363,887
and the accrued interest on the loan was approximately $678,631. Management of the property, coupled
with the presence of a project-based rental subsidy contract has enabled the property to generate cash
flow sufficient to pay its maximum annual permissible distribution (as prescribed by Rural Development).
Such distribution has included an annual payment of interest to the City of $7,773 since 2019
(commencing effective January 1, 2018, in accordance with the HOME loan agreement). In short, the
City’s HOME loan is current.

The City of Calexico loan has a term and affordability covenant of 55 years (through June 30, 2063),
unless otherwise extended by the City. The initial compliance term imposed under the State’s low-income
housing tax credit program expired in 2022, The expiration of such compliance term provides property
ownership the ability to transfer the property to a new-affiliated entity that will again include HPD as the
general partner. It is HPD’s intent for the new entity to apply for fax-exempt bonds and low-income
housing tax credits to re-acquire the property at a price equal to the balance of the outstanding mortgage
debt and renovate the property ($60,000 per unit). HPD has received approval from Rural Development
and HCD to assume the outstanding balance of their loans and accrued interest on the property and is
seeking the City of Calexico’s approval to assume the outstanding balance of its loan and accrued interest
under the existing terms.

HPD’s proposal to renovate Villa del Este Apartments will not affect the tenants’ portion of their monthly
rent payment that will continue to be based on their household income. The renovation work will include
the provision of a new 30-year roof, replacement and upgrade of life safety measures, ADA compliance,
energy-efficiency measures, enhancement of the building’s exterior and interior common areas, as well
as replacement of the units’ HVAC systems, water heaters, kitchen and bathroom cabinetry, countertops,
appliances and other furnishings. The renovation work is expected to decrease the property’s operating
expenses and enable an increased cash flow. The transfer will permit Rural Development to increase the
maximum annual permissible distribution that will accordingly increase the annual interest payment from
property ownership to the City of Calexico.

The application deadline is September 8, 2026, for HPD's new entity to apply for tax-exempt bonds and
Low-Income Housing Tax Credits to re-acquire the property. The bonds and tax credits are expected to
be awarded on December 9, 2026. If awarded, HPD will return to the City of Calexico for final approval
of the required documentis.

Fiscal Impact:

There is no immediate budgetary expenditure associated with the proposed action. The City will
continue to hold its existing HOME loan, with an outstanding principat balance of $1,363,887 and
approximately $678,631 in accrued interest as of June 30, 2026. The proposed assumption will not
forgive or reduce the outstanding principal or accrued interest owed to the City.

Coordinated With:

City Manager's Department
Finance Department
City Attorney



Attachments:

1. Draft Letter of Support

2. HOME Loan Agreement

3. HOME Promissory Note

4, HOME Regulatory Agreement




Paul Patierno

Chief Financial Officer

Highland Property Development LLC
132 E. Lemon Avenue

Monrovia, California 91016

Subject:  City of Calexico — HOME Investment Partnership Program Loan to HPD Oroville Manor L.P.
Dear Mr. Patierno,

This letter is in regards to a HOME Investment Partnership Program Loan in the original amount of
$1,363,887 made by the City of Calexico (City) to HPD Villa del Este L.P. (Borrower) in June 2008. Such loan
was made for the purpose of assisting the Borrower in acquiring and rehabilitating Villa del Este
Apartments (Project), which is a 100-unit apartment complex located at 1100 & 1103 Avenida de Oro in
the City of Calexico, restricted for occupancy by Low- and Very-Low Income family households. Highland
Property Development LLC (Highland) serves as a general partner in HPD Villa del Este L.P.

Highland Property Development LLC (Highland) has informed the City that the Project reached the end of
its initial low-income housing tax credit compliance term in 2022. Highland now desires to transfer the
Project from the Borrower to a new, to-be-formed limited partnership entity (Villa del Este Il LP) in which
Highland will serve as General Partner that will acquire and rehabilitate the Project. The new entity will
admit a new investor limited partner and will continue to operate the Project in its current capacity as a
property restricted to occupancy by Low- and Very-Low Income family households.

Under the conditions described above, the City of Calexico will permit Villa del Este 1] LP to assume the
currently outstanding balance of the City Loan ($1,363,887} under the existing terms of the Promissory
Note, Loan and Regulatory Agreements dated June 30, 2008, between the City and Borrower. Such terms
include repayment of the loan principal plus annual interest at a rate of 3% from 50% of the Residual
Receipts of the Project’s operations.

Signed...

...City Official



Y.oan Agreement
HOME Investment Partnerships Program
BPD Villa Del Este LP

Calexico, California

THIS AGREEMENT is made and entered into as of June3s, 2008, by and between the
City of Calexico, a political subdivision of the State of California (“City™), and HPD Villa Del
Este LP, a California limited partnership, with its principal place of doing business located at 250
West Colorado Blvd., Suite 210, Arcadia, CA 91007.

WHEREAS:

(@) The Congress of the United States has enacted the HOME Investment
Partnerships Act (“HOME Program”) as Title II of the Cranston-Gonzalez National Affordable
Housing Act (“ACT"), and amendments thereto; and

(b)  City has submitted the required documents to the California Department of
Housing and Community Development (“HCD") for receipt of funds pursuant to the HOME
Program; and

(c) City is empowered under the HOME Program to administer funds pursuant to the
HOME Program and to enter info project agreements with deve10prnent organizations including
limited partnerships; and

(@) Borrower has requested a loan of HOME Program funds for costs related to the
construction of a proposed rental apartment unit project lacated in Calexico, California; and

(e) City desires to assist Borrower by lending HOME Program funds for certain
construction and other activities of the Project as more particularly described herein below.

NOW, THEREFORE, in consideration of the covenants and conditions herein contained,
City and Borrower mutually agree as follows:

1. Definitions. Except to the extent modified or supplemented by the HOME
Program Agreement between City and HCD, any term defined in the ACT or the HOME
Program regulations at 24 CFR Part 92, as amended, shall have the same meaning when used
herein,

(a)  “Activity” shall mean the rehabilitation and other activities to be carried
out in part with City HOME Program funds in connection with the Project, more particularly
described in the attached Schedule “A”, incorporated herein by this reference as if set forth in
foll,
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(b) “Borrower” shall mean HPD Villa Del Este LP, a California limited
partnership, for the purposes of this Agreement.

(c) “Event of Default” shall mean the occurrence of any of the events listed in
Section 36 hereof and the expiration of any applicable notice and cure period provided for in this
Agreement and in all schedules, exhibits, and attachments that may be incorporated herein.

(d) “General Partners” shall mean HPD Villa Del Este LLC, a California
limited liability company, the co-general partner of the Borrower whose principal place of doing
business is located at 250 West Colorado Blvd., Suite 210, Arcadia, CA 91007 and Hearthstone
Housing Foundation, a California nonprofit public benefit corporation, the managing general
partner of the Borrower whose principal place of doing business is located at 5031 Birch Street,
Suite F, Newport Beach, CA 92660.

(e) “HOME-assisted units” shall mean the units in the Project that are
designated to be managed and rented in accordance with the HOME Program regulations
throughout the Period of Affordability. Twenty (20) units in the Project, as agreed to by City
and Borrower, will be designated as the HOME-assisted units.

() “HOME Program” shall mean City’s HOME Investments Partnership
Program, including the administration thereof, with respect to the terms of the agreements
between HCD and the City which commit HOME Program funds to the City.

(g)  “Loan” shall mean the loan of HOME Program funds by the City to the
Borrower for Activity costs.

(h) “Loan Documents” shall mean Schedules “A” and “B”, and Exhibits “A"
through “E”, attached hereto and incorporated herein by this reference.

(1) “Period of Affordability” shall mean the time period beginning at Project
Completion and ending on the date fifty-five (55) years thereafter, during which the Project must
remain affordable in accordance with 24 CFR 92.252, as amended.

)] “Project” refers to Villa del Este I and II Apartments, a development of
one hundred (100) apartment units for persons who are low, very low and moderate income
households, at a site located at 1100 Avenida de Oro, Calexico, State of California (the
“Property”), and more particularly described in Exhibit “A™, incorporated herein by this
reference as if set forth in full.

(k) “Project Completion™ shall have the same meaning as set forth at 24 CFR
02.2, as amended.

)] “Project Premises” shall mean the Project real property and any structures,
appurtenances, fixtures, personality and/or any equipment thereon. whether or not attached
permanently to the real property.

L ]
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2. The Loan.

(a)  Purpose: the purpose of the Loan is to pravide financing for the Activity.
costs incurred pursuant to this Agreement, as more fully described in the attached Schedule “A”.

(b)  Enforcement of Provisions: in order to enforce the terms of this
Apgreement, the Loan shall be evidenced by a Promissory Note (“Note"), a form of which is
attached hereto as Exhibit “B™. The Note shall be secured by a Deed of Trust and Assignment of
Rents from Borrower for the benefit of the City, or its assigns, for the outstanding amount of the
Loan, {“Deed of Trust”), a form of which is attached hereto as Exhibit “C” and incorporated
herein by this reference. The HOME Program affordability requirements shall be enforced on
the Project through a Regulatory Agreement in accordance with 24 CFR. 92.504(c)(13), as
amended, (“Deed Restriction™), a form of which is attached hereto as Exhibit “D” and
incorporated herein by this reference. The Deed Restriction shall be recorded against the Project
Premises and shail be superior to all other liens on the Project Premises, except any lien so
approved in writing by the City Manager. In addition, Borrower shall execute and deliver to the
City a (“Security Agreement”), a form of which is attached hereto as Exhibit “E™ and
incorporated herein by this reference, and a UCC-1 Financing Statement, in a form acceptable to

City.

(c)  If the Project does not comply with the affordability requirements as set
forth in 24 CFR 92.252, as amended, during the Period of Affordability, Borrower shail have
sixty (60) days afier receipt of written notice from City to cure such default; provided, however,
in the event Borrower is diligently pursuing the cure of such default during the sixty (60) day
period, but such default cannot be cured within such sixty {(60) day period but is capable of being
cured, Borrower shall have an additional ninety (90) days to cure such default. If, after the
expiration of such cure periods, Borrower shall have failed to cure the default, the Loan shall
immediately become due and payable with interest accrued thereon plus City’s actual out of
pocket costs to the City.

(d)  Unless otherwise approved in writing, the Deed of Trust shall be junior
only to any and all Project construction and/or permanent financing trust deeds referred to in
Schedule “A”.

(¢)  Bomower hereby acknowledges and sfipulates that any and all loan
repayments by Borrower shall, when received, be the sole property of the City, and, consistent
with the law, can thereafter be used in any manner determined by the City Council.

3. Maximum Loan Funds Available Under Apreement and Mode of Payment.

(a)  City agrees to pay and Borrower agrees to accept, as Loan disbursements,
progress payments as reimbursement for Borrower’s costs incurred under this Agreement upon
Borrower making satisfactory progress toward completion of the Activily as reasonably
determined by City; provided, that the total Loan amount available to Borrower shall not exceed
One Million Three Hundred Sixty-Three Thousand FEight Hundred Eighty-Seven Dollars
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($1,363,887). Borrower agrees to accept sole financial responsibility for all other costs as shown
in Schedule “B”, related to the Project in excess of the One Million Three Hundred Sixty-Three
Thousand Eight Hundred Eighty-Seven Dollars ($1,363,887), made available by the City
pursuant to this Agreement.

(b) City’s duty to make Loan funds available to Borrower is expressly
contingent on City’s receipt of HOME Program Funds from the Federal Government allocated
for this Activity. In the event that HOME Program Funds are not received by City, Borrower
agrees that City, at its sole option, may terminate or suspend this Agreement until such funds are
received. Borrower hereby agrees to the foregoing without reservation or claim for future cause
of action or suit in equity based thereon against City and agrees to hold City harmless.

(c) Loan disbursements shall be made to Borrower as shown in Schedule “B”,
after execution of the Note, upon Borrower’s submittal to City of certified claims executed by a
properly designated official of Borrower indicating the percentage of the Activity that has been
completed. Said certified claims shall be itemized and properly documented to show clearly the
items, tasks or services for which Activity cost reimbursement is being claimed and the basis for
cost computation whether by cost per hour, cost per weight, cost per task or other measurement
as agreed by and between City and Borrower. Borrower agrees not to request Loan
disbursements under this Agreement until funds are needed for payment of completed eligible
Activity costs. Said certified claims shall also be itemized and properly documented to
distinguish clearly among the items, tasks or services for which cost reimbursement is being
claimed from the City Loan and from other sources of Project financing.

_ (d)  Upon receipt and approval (which approval shall be made in the
reasonable discretion of the City) by City of certified claims for Activity to be paid for under this
Agreement with HOME Program Funds, City shall make Loan disbursements to Borrower, or its
designee(s), in an amount up to the maximum amounts permitted by HCD HOME rules and
regulations. Advances on certified claims for any personal services contracts (e.g. services of
mechanical engineer) shall be at one hundred percent (100%) of the claim amount.

(e) Borrower hereby acknowledges and covenants that all mitigation and
permit fees, which would be required of any other privately owned multiple family project in the
City of Calexico of similar size and configuration, shall be paid from the proceeds of the Loan.

4. Term of Agreement. Except as otherwise provided at Sections 5 and 50, herein
below, the term of this Agreement shall commence as of the first date written above, and
continue until the Note is paid in full or the end of the Period of Affordability, which ever period
1s longer.

5 Termination of Agreement. City reserves the right to terminate this Agreement
upon any breach of this Agreement and/or the Loan Documents by Borrower which continues
beyond any stated cure period by giving Borrower written notice of its intention to terminate at
least fifteen (15) business days prior to the effective date of the termination, in which event City
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shall only disburse loan funds for work successfully completed as determined solely by City
prior to the effective date of termination.

6. Project Cost Evaluation. Borrower agrees that, if Project costs are less than
estimated in Schedule *B”, and all costs advanced by the Borrower’s General Partner(s) and/or
costs deferred by said General Partner(s), have been repaid or paid in full, with the approval of
the City Manager, the Loan finds available to Borrower for the Project shall be reduced. to the
amount required,

7. Borrower'’s Obligations and Conditions.

(@)  As a condition of the advance of any funds hereunder by City, Borrower
hereby agrees: .

(1)  to assure reasonable access to the Project Premises by City and its.
designees upon advance notice of at least one business day;

(2)  to execute the Note, the Deed of Trust, the Deed Restriction and
Security Agreement (the “Loan Documents™);

(3) to provide to City a preliminary title report with such exceptions
and liens as acceptable by City, and if requested by City, an appraisal that meets the
standards specified by the City. Such appraisal shall be from an appraiser acceptable to
the City who is also licensed to practice in the State of California;

(4) to provide documentation to City that all funds necessary to
complete the Project as shown in Schedule “A”, in the amount of not less than
$10,788,133 will be available to Borrower;

(5)  toimmediately pay all costs related to acquisition and development
of the Project Premises in excess of the HOME Program Funds obligated pursuant.to this
Agreement when due; and

(6)  to provide proof of insurance as specified in Section 34 herein at
the City Manager’s request for review and approval prior to start of Project construction.

(b)  Prior to and during the Period of Affordability, Borrower further agrees:

(1)  to make improvements to the Project Premises in accordance with
plans approved by the City Manager for that purpose;

(2)  to fumish City, upon request, a copy of the marketing plan that
Borrower plans to use to market and select occupants for the Project Premises. Borrower
further agrees to make changes in-the marketing plan in response to comments from City
and to resubmit the marketing plan for City review and approval, so long as such changes
are not in conflict with the provisions and requirements governing the Project Premises,
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as previously or concurrently agreed to by the Borrower pursuant to and in conformance
with the rules and regulations of the California Housing Finance Agency (“CHFA™), the
California Debt Limit Advisory: Committee (“CDLAC”), and/or the California Tax Credit
Allocation Committee (“CTCAC”). Subject to the above conditions, Borrower will
follow the marketing plan that is approved by City in renting HOME-assisted units to the
client population;

(3) 1o rent out the Project Premises to the client population in
accordance with 24 CFR 92:252 and 253, as amended, and the provisions of Section 8,
“Tenants,” below;

(4)  toprovide City with any and all reports reasonably required by this,
Apgreement;

(5)  to allow City, HCD, their agents and designee(s) reasonable access.
to the Project Premises for purposes related to this Agreement upon 1 day advance notice;
and

(6) to maintain the Project Premises in a manner which meets the
provisions of this Agreement, and to establish City approved performance standards for
the management, operation and maintenance of the Project and the Premises during the
Period of Affordability, which standards may be judicially enforceable by the City as a
remedy in addition to any and all others which may be provided by law.

{c)  Bormower shall complete acquisition, and commence rehabilitation of the
Project Premises not more than twelve (12) months from the date of this Agreement, and will
accept tenants not more than twenty-four months fiom the date of this Agreement, except that
this time can be extended with the written approval of the City Manager.

(d) Borrower shall be responsible for implementation of this Project.
Implementation shall include, without limitation, preparation of speclﬁcatlon documents and any
required plans, sclicitation and hiring of contractors, construction engineering and inspection,
contract administration and HCD compliance monitoring services. If requested by City,
Borrower shall provide City with all plans and specifications, including changes requested by
Bormrower during construction, for the City Manager’s review and approval priorto use.

(¢)  Bomower shall be responsible for the maintenance and operation of the
Project Premises during the Period of Affordability and Loan Term, whichever time period is
greater.

H All work performed by Borrower shall be completed satisfactorily and
within the budgetary limits and time schedule milestones provided for in this Agreement in all
material respects. City shall not be obligated to loan or otherwise reimburse Borrower for work
performed subject to this Agreement if said work is unsatisfactory to City (in its reasonable
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discretion) or completed subsequent to the time or times specified in this Agreement. Any and all
modifications to the Agreement time schedules are at the sole option of the City Manager.

(g)  Borrower shall be responsible for complying with all applicable local,
State, and Federal laws and regulations.

(h)  Borrower shall cooperate fully with City in undertaking the Project and
shall assure and permit City and its representatives, inspectors and consultants to enter upon the
Project Premises during normal business hours upon advance notice of at least one business day
to inspect the Project and materials to be used therein and to examine all contracts, records, test
reports, plans and shop drawings which are kept at the Project site or at Borrower’s offices.
Borrower shall cooperate with and shall use its best efforts to cause the Project Premises’ general
contractor and subcontractor(s) to cooperate with any such representatives, inspectors or
consultants retained by City.

(1) Borrower shall remain fully obligated under the provisions of this
Agreement notwithstanding its designation of any third-party or parties for the undertaking of all
or any part of the Activity to be completed under this Agreement, or the assignment of any of its
obligations under this Agreement.

() In its provision for rehabilitation of the improvements, Borrower (in
collaboration with the City) shall conduct, as appropriate, a preconstruction conference.

(k) Borrower shall be responsible for the control and safety of Borrower
officers, employees, agents, or invitees during the implementation of this Project. Borrower
shall take all actions necessary to insure the safety of its employees and invitees during the
implementation of the Project and during the operation of the improvements constructed
pursuant to this Agreement.

(D Subsequent to bid openings, if the City Manager determines that funds
budgeted for the Project are insufficient to satisfactorily accomplish or complete the work
referenced in this Agreement, Borrower shall have thirty (30) calendar days from the date of
such determination to obtain additional Project funding beyond the City’s maximum financial
obligation or satisfactorily and appropriately reduce the scope of the Project, as provided for
herein above. If the reduction of Project scope is not successful in satisfactorily lowering overall
Project costs, City and Borrower agree to mutually terminate this Agreement according to the
requirements and standards of 24 CFR Part 85.44, “Termination for Convenience”, as amended.
In the event of termination the Activity shall be abandoned; the City shall incur no liability
whatsoever to Borrower for expenses incurred after termination of this Agreement, nor shall the
City incur any liability whatsoever for costs related to any subsequent completion of the
improvements herein contemplated.

(m)  As an express condition precedent to the Loan of any HOME Program
Funds under the terms of this Agreement, Borrower shall execute and return to City the duly
executed Loan Documents in forms acceptable to City.
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{n)  Bomower shall comply with all applicable present and future Federal,
State, and local laws, regulations and requirements including, but not limited to, all HOME
Program regulations. If HCD. directs City to modify the Apreement or any other aspect of the
Project, Borrower shall amend this Agreement and/or modify the Project in a manner which is
reasonable satisfactory to both HCD and City.

(0)  Borrower shall not permit any len, levy, attachment or restraint to be
made or filed against the Project Premises or the Project or permit any receiver, trustee or
assignee for the benefit of creditors to be appointed to take possession of the Project Premises or
any portion of the Project except with the prior written consent of City. Mechanics or material
liens shall be handled as described in Section 7(q) below.

() Borrower shall obtain a policy of title insurance in the aggregate principal
amount of the Note, free and clear of all encumbrances, except as approved by the City in
writing on the date of the close of escrow.

(q)  Bormower shall promptly discharge or cause to be discharged any and all
mechanic’s and/or materialmen’s liens or claims. of lien filed or otherwise asserted against the
Project Premises, the Project and any proceedings for enforcement thereof and shall prompfly
discharge or cause to be discharged any stop notices received by City.

8. Tenants,

(a)  Partnership shall carry out City's affirmative marketing responsibilities, as
furnished by City in writing to Borrower.

(b) During the Period of Affordability, a minimum of twelve (12) of the
twenty (20) HOME-assisted Project units shall be occupied by families whose annual incomes
do not exceed, at the time of occupancy, thirty percent (30%) of the median family income as
established by HCD at rent levels that are consistent with 24 CFR 92.252, as amended, a
minimum of four (4) of the twenty (20) HOME-assisted Project Units shall be occupied by
households whose annual incomes do not exceed, at the time of occupancy, thirty-five percent
(35%) of the median family income as established by HCD at rent levels that are consistent with
24 CFR.92.252, as amended, a minimum of three (3) of the twenty (20) HOME-assisted Project
Units shall be occupied by households whose annual incomes do not exceed, at the time of
occupancy, forty percent (40%) of the median family income as established by HCD at rent
levels that are consistent with 24 CFR 92.252, as amended, and 2 minimum of one (1) of the
twenty (20) HOME-assisted Project Units shall be occupied by households whose annual
incomes do not exceed, at the time of occupancy, forty-five percent (45%) of the median family
income as. established by HCD at rent levels that are consistent with 24 CFR 92.252, as
amended,

{¢)  In all events, 2 minimum of twenty percent (20%) of all HOME-assisted
Project umits shall be occupied by Very Low-income households at rents that are no greater than
the Low HOME rents, less the appropriate utility allowance established by the local housing
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authority. Furthermore, in no event shall rents for any HOME-assisted Project unit exceed the
High HOME rents, less the appropriate utility allowance established by the local housing
authority.

(d)  Bomower shall comply with 24 CFR 92.253, as amended, concerning
tenant and participant protections.

9. Additionsl Security. Subject to the rights of Project superior trust deed holders, to
which the City’s rights as set forth hereunder shall be subordinated, in addition to any other
security for the Loan provided herein, Borrower also gives to and confers upon City the right,
power, and authority, during the term of this Agreement, to collect the rents, issues and profits of
the Project Premises, reserving unto Borrower the right, prior to any default by Borrower in
payment of any indebtedness secured hereby or in performance of any agreement hereunder, to
collect and retain such rents, issnes and profits as they become due and payable. Subject to the
rights of Project superior trust deed holders, to which the City’s rights as set forth hereunder
shall be subordinated, upon any defaults and after the expiration of any applicable notice and
cure period provided for herein, the City may, either in person, by agent, or by a receiver to be
appointed by a court, and without regerd to the adequacy of any security for the indebtedness
hereby secured, enter upon and take possession of said Project Premises or any part thereof, in its
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 or for operation and collection,
including reasoneble attorney’s fees, upon any indebtedness secured hereby, and in such order as
the City may determine. The entering upon and taking possession of said Project Premises, the
collection 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
notice,

10.  Property Standards. The Project shall meet the property standards of 24 CFR
92.251, as amended, including the Model Energy Code published by the Council of American
Building Officials. Borrower shall provide City with a certification from Borrower with respect
to the Project meeting these standards.

11. City’s Obligations.

(@  Any regulation enacted by City to facilitate the administration of the
HOME Program shall be made available to Borrower by the City.

(b)  City shall process invoices of Borrower for the disbursement of Loan
funds under this Agreement with due diligence.

12,  Laws and Regulations.

(a) Borrower shall cbey in all material respects the provisions of the Act, any
amendments thereto, the Federal regulations and guidelines now or hereafter enacted pursuant to
the Act, tenns of the HOME Program agreement (“Standard Agreement”) between HCD and
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City now or hereafter in effect, and the regnlations now or hereafter enacted by the City to
facilitate its administration of the HOME Program in the City of Calexico, or any other statute,
tegulation or guideline applicable to the HOME Program. Partnership shall become familiar
with the appropriate statutes, regulations and guidelines governing the HOME Program,

(b}  Borrower agrees to comply in all material respects with all applicable
provisions of the HOME Program regulations including, but not limited to, the Project
Requirements of Subpart F of 24 CFR 92, as amended.

(c)  Borrower agrees that all provisions of State of California law are a part of
this Agreement to the same extent as if set forth herein in full and shall be complied with by
Borrower under this Agreement and any related agreements in all material respects and to the
extent possible.

(@  During the Period of Affordability the Project shall meet the Housing
Quality Standards of 24 CFR 882.109, as amended, and local housing code requirements. Not
less than annually, City shall have the right to inspect, or cause to be inspected, the Project
Premises to determine compliance with these standards during normal business hours and upon 1
day advance notice. City sball report all discovered noncompliance to Borrower and Borrower
shall expeditiousty take reasonable corrective actions to cure all such noncompliances.

(e) Borrower will comply in. all material respects with all applicable laws,
ordinances, rules and regulations of federal (including but not limited to the HUD housing
quality standards pursuant to 24 CFR 887.109, Section 504 of the Rehabilitation Act of 1973, as
amended, and the American Disabilities Act of 1992), state and local governments and agencies
having jurisdiction over either the Borrower, the Project or the Project Premises and with all
applicable directions, rules and regulations of the fire marshal, health officer, building inspector
and other officers of any such government or agency. All permits, consents, permissions and
licenses required by any federal, state or local government or agency to which Borrower, the
Project or the Project Premises is subject, which may be necessary in relation to this Agreement
for the acquisition, development, rehabilitation or ownership of the Project, have been, or will
be, obtained, and to the Bomower’s knowledge, none of such consents, permissions and licenses
are subject to appeal or to conditions which have not been met.

13.  Records and Administration. Borrower agrees to comply in all material respects
with all applicable provisions and requirements in the administration and implementation of the
Activity and in the maintenance of records. The following specific provisions apply to the
Project: ’

(8)  Borrower shall keep accurate records of its efforts to- market the Project to
prospective tenants and results of those efforts. At least annually doring the Period of
Affordability but more often if requested by City, Borrower shall provide City with a report
which includes at a minimum the following:
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(1)  a description of marketing and outreach carried ont during the
reporting period, including such items as clipped notices, flyers, advertisements, letters,
etc.;

(2)  records of the race or ethnicity, gender, and family size of each
applicant; and

(3) records of the family income, rent paid, family size, race or
cthnicity, and gender of each person who is a tenant during the reporting period.

() In the event Borrower expends at least three hundred thousand dollars
($300,000) in Federal financial assistance in any single fiscal year, from all sources combined,
upon City’s request, Borrower shall amange at its own expense for performance of a “Single
Audit” of its entire operation by an independent auditor. Such audit shall comply with the
requirements and standards of OMB Circular A-87, “Principles for Determining Costs
Applicable to Grants and Contracts with State, Local and Federally Recognized Indian Tribal
Governments”, Public Law 98-502, “Single Audit Act of 1984%; 24 CFR 85.26, “Non-Federal
Audit”; and OMB Circular A-133, “Audits of States, Local Governments, and Other Non-Profit
Organizations.”

The resuits of the audit must be submitted to City within thirty (30) days of
completion. Acceptance of Borrower’s audit reports by City does not prohibit City from
performing any additional audit work required to follow-up on findings, as deemed necessary by
City, or as necessary for City to comply with any administrative or andit requirements imposed
by the Federal or State government.

(¢) As a condition of receiving Federal financial assistance under this
Agreement, Borrower agrees to comply with 24 CFR 85.42, “Retention and Access
Requirements for Records.” It is further agreed by Partnership that any agreement between
Partnership and its independent auditor shall provide for access during normal business hours
and upon 1 day advance notice to the independent auditor’s work papers by Federal, State and
City auditors, or their authorized agents, as may be deemed necessary to carry out their audit
responsibilities. The audit agreernent must also require Borrower’s independent auditor to retain
for review purposes said audit work papers for three (3) years from date of audit completion or
until all related audit issues are resolved, whichever should occur later,

(d)  Borrower shall maintain a financial management system which complies
with 24 CFR 84.20, “Standards. for Financial Management Systems”.

(e) Borrower agrees to comply with the methods and procedures for payment
as outlined in 24 CFR 85.21, “Payment”, except as modified by 24 CFR 570.513, means “Lump
Sum Drawdown for Financing of Property Rehabilitation Activities.”

()  Bomower shall comply with the standards and requirements of 24 CFR
85.32, “Equipment.”
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(g) Bomower shall comply with the requirements and standards of 24 CFR 85-
22, *Allowable Costs,”

(b)  Borrower shall comply with the standards and requirements of 24 CFR
85.35, “Debarment and Suspension; Drug Free Workplace,” and 24 CFR 85.40, “Monitoring and
Reporting Program Performance.” Borrower further agrees that City has the right to monitor and
supervise the administration and/or implementation of the Project to be completed pursuant to
this Agreement to help insure compliance with the requirements of the Act as now or hereinafter
amended, the Federal regulations as now or hereafter promulgated pursuant to the Act, or
guidelines developed by the Federal government for administering and/or implementing the
Project, or any other statute, rule, regulation or guideline applicable to the administration and/or
implementation of the HOME Program.

() Borrower shall comply with the standards and requirements of 24 CFR
85.43, “Enforcement,” and 24 CFR 85.44, “Termination for Convenience.” Borrower also
agrees that the City may, by unilateral action, terminate this Agreement npon any breach of this
Agreement and/or the Loan Documents by Borrower which continues beyond any stated cure
period by giving ten (10) days prior written notice to Borrower.

@ Borrower shall be accountable to City for any and all HOME Program
funds expended by Borrower or any officer, employee, agent or representative thereof, whether
or not such officer, employee, agent or representative thereof was acting within the scope of his
employment. Borrower shall repay City the full amount of any improperly expended HOME
Program funds upon demand and shall comply with the requirements of 24 CFR 85.51, “Later
Disallowance’s and Adjustments.” City may retain any finds of Borrower in City's possession
to liquidate the acknowledged debt resulting from such improper expenditure,

(k)  Bomower shall comply with the standards and requirements of 24 CFR
84.73, “Collection of Amounts Due.”

§)) City may withhold funds from Borrower if Borrower is not complying in
all material respects with any provisions of the Act, the Federal regulations thereunder, terms.of
the HOME Program, the regulations of the City to facilitate the administration of the HOME
Program, the terms of this Agreement, or any other statute or regulation applicable to the HOME
Program or administration thereof as determined solely by City. Should City become subject to
any sanctions due to any failure by Borrower or Borrower's agent to comply with all applicable
Federal, State, and local laws and regulations, Borrower hereby agrees to. be solely liable for any
such sanctions and shall fully reimburse, hold harmless, and indemnify City for any payments
made or funding lost and the City’s expenses related thereto, including City’s reasonable
attorney’s fees, as a result of such sanctions.

(m) Bomower agrees to keep the Project Premises in good condition and
repair, not remove or demolish any building thereon; to complete or restore promptly and in
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
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comply with all laws affecting said property or requiring any alterations or improvements to be
added 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 enumeration’s herein not excluding the general.

14.  Political Activity. Borrower agrees that no HOME Program Funds shall be
expended to finance any political activity in contravention of the Hatch Act found at Chapter 15
of Title 5 of the United States Code, as amended.

15.  Prohibited Use of Federal Funds for Lobbying. The Lobbying Disclosure Act of
1995 prohibits the awarding of federal funds to non-profit organizations under Section 501{c)(4)
of the Internal Revenue Code, as amended, if they engage in lobbying.

Borrower certifies, to the best of its knowledge and belief, that no federally
appropriated funds have been paid or will be paid, by or on behalf of Borrower, to any person for
influencing or attempting to influence an officer or employee of any agency, a Member of
Congress, an officer or employee of Congress, or an employee of a Member of Congress in
connection. with the awarding of any Federal contract, the making of any Federal grant, the
making of any Federal loan, the entering into of any cooperative agreement, and the extension,
continuation, renewal, amendment, or modification of any Federal grant, loan, or cooperative
agreement,

Bomower shall require that the language of this certification be included in the
award documents for all subawards at all tiers (excluding subcontracts and contracts under
grants, loans, and cooperative agreements) and that all subrecipients shall certify and disclose
accordingly.

16,  Use of HOME Program Funds for Religious Purpose. Borrower agrees that no
HOME Program Funds shall be expended for the design, construction, operation, or maintenance
of any facility to be used for sectarian instruction or as a place for religions worship except in
those cases where such use is incidental and does not favor one religious group over another.

17.  Litigation Status. Borrower warrants and represents that there are no legal actions
pending that would materially affect the project.

18.  Utilities. Fte. Borrower warrants and represents that all necessary telephone
services, gas, electric power, storm, sewers, sanitary sewers and water facilities are or will be
available to the Project Premises, adequate to serve the Project, exist at the boundary of the
Project Premises and are not or will not be subject to any conditions, other than normal charges
to the utility supplier, which would limit the use of such utilities. All streets and easements
necessary for construction and operation of the Project are available to the boundaries of the
Project Premises, or any part thereof,
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19. No Condemnation. Bomower represents and warrants that as of the date hereof,
no condemnation or other like proceedings are pending or to the best knowledge of the
Borrower, threatencd against the Project which would impair the full utilization of the Projectin
any mannetr whatsoever.

20.  Prohibited Interest of Officials and Employees. No member of or delegate to the
Congress of the United States, and no resident commissioner, shall be admitted to any share or
part of this Agreement or to any benefit to arise from the same. No member of the City Countil
of City or any other public official who exercises any functions or responsibilities with respect to
the Program during his tenure, or for one (1) year thereafter, shall have any interest, direct or
indirect, in any contract or subcontract, or the proceeds thereof, for work to be performed
pursuant to this Agreement. Borrower shall incorporate or cause to be incorporated, in all
contracts or subcontracts, relating in any manner to this Agreement, a provision prohibiting such
interest.

The parties to this Agreement have read and are aware of the provisions of section
1090, et seq., and section 87100, et seq., of the Government Code relating to conflict of interest
of public officers and employees.

Borrower agrees that it is unaware of any financial or economic interest of any
public officer or employee of City relating to this Agreement. Itis further understood and agreed
that if such a financial interest does exist at the inception of this Agreement, City may
immediately terminate this Agreement by giving written notice thereof. Borrower shall comply
with the requirements of Government Code section 87100, et seq., during the term of this
Agresment, .

21.  Equal Employment Opportunity. In carrying out the Project, Borrower shall not
discriminate against any employee or applicant for employment because of race, color, religion,
sex, national origin, age or handicap. Such action shall include, but not be limited to, the
following: employment, upgrading, demotion or transfer, recruitment or recruitment advertising;
layoff or termination; rates of pay or other forms of compensation; and the selection for training,
including apprenticeship, Borrower shall post in conspicuous places, available to employees and
applicants for employment, notices to be provided by City and/or HCD setiing forth the
provisions of this nondiscrimination clause. Borrower shall state that all qualified applicants
shall receive consideration for employment without regard to race, color, religion, sex, national
origin, age, or handicap.

Borrower hereby agrees that it will incorporate or cause to be incorporated into
any confract for construction work or modification thereof, as defined in the regulations of the
Secretary of Labor and 41 CFR Subpart 60-1.3, as amended, which is paid for in whole or in part
with funds obtained from the Federal Government or borrowed on the credit of the Federal
govemment pursuant to a grant, contract, loan, insurance, or guarantee, the equal opportunity
clause required by the law.
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Borrower further agrees that it shall be bound by the equal opportunity clause
required by the law with respect to its own employment practices when it participates in
federally assisted construction work; provided, that the above equal opportunity clause is not
applicable to any subsidiary, parent or related organization of Borrower which does not
participate in work on or under the contract.

Borrower agrees that it shall assist and cooperate actively with City, HCD, and
the Secretary of Labor in obtaining the compliance of contractors and subcontractors with the
equal opportunity clause and the rules, regulations, and relevant orders of the Secretary of Labor;
that it shall furnish City, HCD and the Secretary of Labor such information as they may require
for the supervision of such compliance; and that it shall otherwise assist City and HCD in the
discharge of their pritnary responsibilities for securing compliance.

Borrower agrees that it shall refrain from entering into any contract or contract
modification subject to Executive Order 11246 of September 24, 1965, as amended, with a
contractor debarred from, or who has not demonstrated eligibility for, government contracts and
federally assisted construction contracts pursuant to the Executive Order and shall carry out such
sanctions and penalties for violation of the equal opportunity clause as may be imposed upon
contractors and subcontractors by HCD or the Secretary of Labor pursuant to Part 11, Subpart D
of the Executive Order. In addition, Borrower agrees that if it fails or refuses to comply with
these undertakings, HCD may take any or all of the following actions: Cancel, terminate, .or
suspend, in whole or in part, this Agreement; refrain from extending any further assistance to
Borrower under the HOME Program with respect to which the failure or refusal occurred until
satisfactory assurance of future compliance has been received from such; and refer the case to
the Department of Justice for appropriate legal proceedings.

22.  Nondiscrimination Requirements. In the provision of service under this and any
related agreements, Borrower shall provide that no person shall on the grounds of race, color,
national origin, religion, or sex be excluded from participation in, be denied the benefits of, or be
subjected to discrimination under any program or activity funded in whole or in part with HOME
Program funds. In addition, HOME Program funds must be made available in accordance with
the following:

(2)  Therequirements of the Fair Housing Act and implementing regulations at
24 CFR 100, as amended;

(b)  Executive Order 11063 (Equal Opportunity in Housing), as amended; and

(c)  Title VI of the Civil Rights Act of 1964 (PL. 88-352) and Title VIII of the
Civil Rights Act of 1968 (PL. 90-284), as amended, (nondiscrimination and fair housing on
federally assisted programs).

In addition to the foregoing, Borrower shall comply with all nondiscrimination clauses required
by law.
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23, Rehabilitation Act of 1973, This Agreement is subject to the provisions of
Sections 503 and 504 of the Rehabilitation Act of 1973 (PL 930112), 29 USC 706, as amended,
and attendant regulations at 24 CFR, Part 8, as amended, which provide that no otherwise
qualified, handicapped individual shall, solely by reason of his handicap, be excluded from
participation in, be denied the benefits of or be subjected to discrimination under any program or
activity receiving Federal financial assistance. Borrower shall cause or require to be inserted in
full, in all contracts subject to such regulations, the clause, or any modification thereof, required
by law.

24.  Nondiscnimination on the Basis of Age. This Agreement is subject to the Age
Discrimination Act of 1975, as amended, (Title III of Public Law 94-135) and attendant Code of
Federal Regulations at 48 CFR, Part 22, Subpart 22.9, as amended, which provides that, except
as otherwise provided, no person in the United States shall, on the basis of age, be excluded from
participation in, be denied the benefits of, or be subjected to discrimination under any program or
activity receiving Federal financial assistance.

25.  Relocation and Acquisition. Borrower shall, in acquiring real property in
connection with the HOME Program, comply to the greatest extent practicable under State law
with the real property acquisition policies set out under Sections 301 and 302 of Title III of the
Uniform Relocation Assistance and Real Property Acquisition Policies Act of 1970, P.L.-642, as
amended, and shall comply with and pay or reimburse property owners for necessary expenses as
specified in Sections 303 and 304 of the aforementioned Title 111, and implementing regulations
at 49 CFR Part 24, as amended.

26.  Environmental Considerations. In order to assure that the policies of the National
Environmental Policy Act of 1969 (NEPA), as amended, and the California Environmental
Quality Act of 1970 (CEQA), as amended, are most effectively implemented, Borrower shall
comply with HCD Environmental Review Procedures (24 CFR Part 58), as amended, leading to
certification of release of funds for particular projects, and the CEQA review procedure in
connection with this Project.

27. Lead-Based Paint Hazards. As specified in the HOME regulations at 24 CFR
92.355, Borrower agrees to abide by the requirements of the Lead-Based Paint Poisoning
Prevention Act (42 U.S.C. 4821 et seq.) as amended, and 24 CFR Part 35 which prohibit the use
of lead-based paint on applicable surfaces of any residential structures constructed or
rehabilitated under any Federal or federally assisted program. Such regulations shall require
Borrower to include or cause inclusion of appropriate provisions in contracts and subcontracts
pursuant to which such federally assisted construction or rehabilitation is performed, prohibiting
such use of lead-based paint. Borrower shall be responsible for inspection and certifications
required for enforcement of such prohibitions,

28.  Hazardous Materials. To the best of Borrower’s knowledge, the Project Premises
are not in violation of any Federal, State or local law, ordinance or regulation relating to
industrial hygiene or to the environmental conditions on, under or about the Project Premises
including, but not limited to, soil and groundwater conditions. Neither Borrower nor, to the best
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of Borrower’s knowledge, any third-party has constructed, used on or about the Project Premises
or transported to or from the Project Premises any flammable explosives, radioactive materials,
asbestosin.any form which is friable or physically could become friable, hazardous wastes, toxic
substances or other related materials whether in the form of a chemical, element, compound,
solution, mixture or otherwise (“Hazardous Materials™). For the purpose of this Agreement,
Hazardous Materials shall include, but not be limited to, substances defined as “hazardous
substances,” “hazardous materials,” or “toxic. substances™ in the Comprehensive Environmental
Response, Compensation and Liability Act of 1980, as amended, 42 U.S.C. §9601, et seq.; the
Hazardous Materials Transportation Act, as amended, 49 U.S.C. §1801, et seq.; the Resource
Conservation and Recovery Act, as amended, 42 U.S.C. §6901 et seq.; those substances defined
as “hazardous waste” in Section 25117 of the California Health & Safety Code, as amended, or
as “hazardous substances” in Section 25316 of the California Health & Safety Code, as
amended; and in the regulations adopted and publications promulgated pursnant to said laws.
Partnership agrees to submit, if requested by City at any time and from time-to- titne, a current
up-to-date report, satisfactory to City in its sole and absolute discretion, prepared bya consultant
approved by City, certifying that the Project Premises and the improvements thereon are neither
being used nor have they been nsed for any activities involving, directly or indirectly, the use,
generation, treatment, storage or disposal of any Hazardous Materials, and City reserves the
right, in its sole and absolute discretion, to retain, -at Borrower’s sole expense, an independent
professional consultant to review such report. Borrower hereby grants to City, its agents,
employees, consultants and contractors, the right to enter upon the Project Premises and the
improvements thereon and to perform such tests as are reasonably necessary to conduct such a
Teview,

Other than as required by Borrower in the ordinary course of maintaining the
Project Premises (i.e., landscape gardening and janitorial maintenance), during the term of this
Agreement, Borrower shall not keep, store or place in or on the Project Premises any material(s)
that is in any way Hazardous Material, or which requires investigation or remediation under any
Federal, State.or Iocal law, statute, regnlation or ordinance (“Applicable Laws™). Borrower shall
cleanup and dispose of any deposit, spill, discharge or other release of Hazardous Material which
occurs during the term of this Agreement in accordance with all Applicable Laws. Borrower
shall provide any information, make any and all submissions and take any steps mandated by any
legal requirement or required by any governmental authority or court which has jurisdiction, with
respect to any Hazardous Material which Borrower is required to cleanup. Borrower's
obligations shall survive the termination of this Agreement.

29,  Flood Disaster Protection. Borrower agrees to abide by the requirements of the
Flood Disaster Protection Act of 1973 (P.L. 93-234), as amended. No portion of the assistance
provided under HOME Program funded agreements is approved for acquisition or construction
purposes, as defined under Section 3(a) of the Flood Disaster Protection Act, for use in an area
identified by the Secretary of the Department of Housing and Urban Development as having
special flood hazards, which is Jocated in a community not then in compliance with the
requirements for participation in the national flood insurance program pursuant to Section 201
(d) of the Flood Disaster Protection Act, and the use of any assistance provided under grant
funded agreements for such acquisition or construction in such identified areas in communities
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then participating in the national flood insurance program shall be subject to the mandatory
purchase of flood insurance requirements of Section 102(a) of the Flood Disaster Protection Act.

Any contract or agreement for the sale, lease, or other transfer of land acquired,
cleared or improved with assistance provided under HOME Program funded agreements shall
contain, if such land is located in an area identified by the Secretary as having special flood
hazards and in which the sale of flood insurance has been made available under the National
Flood Insurance Act of 1968, as amended, provisions obligating the transferee and its successors
or assigns to obtain and maintain, during ownership of such land, such flood insurance as
required with respect to financial assistance for acquisition or construction purposes under
Section 102(a) of the Flood Disaster Protection Act of 1973. Such provisions shall be required
notwithstanding the fact that the construction on such land is not itself funded with HOME
Program assistance.

In its compliance with the Flood Disaster Protection requirements, Borrower
hereby agrees to comply with the provisions of Executive Order 11296, relating to evaluation of
flood hazards, and with Executive Order 11288, relating to the prevention, control, and
abatement of water pollution.

30.  Affirmative Action of Special Disabled and the Vietnam Era Veterans Provisions.
Borrower shall comply with 48 CFR, Chapter 1, Subpart 22.13 as amended, and shall take
affirmative action to employ, advance in employment and otherwise treat qualified disabled
veterans and veterans of the Vietnam era without discrimination based on their disability or
veterans status in all employment practices such as the following: Employment, upgrading,
demotion or transfer, recruitment, advertising, layoff or termination, rates of pay or other forms
of compensation, and selection for training, including apprenticeship. In all contracts or
agreements of ten thousand dollars ($10,000) or more relating to this Agreement, Borrower shall
include or cause to be included the “Affirmative Action for Special Disabled and the Vietnam
Era Veterans Provisions’ clause required by law.

31.  Americans with Disabilities Act of 1990. Borrower and all HOME Program
contractors and subcontractors shall agree to abide by the requirements of the Americans with
Disabilities Act of 1990, Public Law 101-336, as amended, and any regulations issued pursuant
thereto, which prohibits, at Title I thereof, diserimination by any employer, employment agency.
or labor organization against any qualified individual with a disability in regard to any term,
condition, or privilege of employment; makes applicable, at Title 11 thereof, the prohibition
against discrimination on the basis of disability to all programs, activities and services provided
or made available by State and local agencies or instrumentalities or agencies thereof, or by
public entities that provide public transportation; prohibits, at Title III thereof, discrimination
against disabled persons by privately operated public accommodations and in public
transportation services provided by private entities; and which, at Titles [V and V thereof, makes
further provision against discrimination against disabled persons.

32, Architectural Barriers Act of 1968. This Agreement is subject to the requirements
of the Architectural Barriers Act of 1968, as amended, and the regulations issued pursuant
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thereto, which provides, except as otherwise provided, that every building be designed,
constructed, leased, or altered in accordance with the minimal standards in the *“American
Standard Specifications for Making Buildings and Facilities Accessible to, and Usable by, the
Physically Handicapped™, published by the American National Standards Institate, Inc.

33.  Indemnification. Bommower agrees to indemnify, defend (upon written request by
City) and hold harmless City, HCD, their agents, officers, employees and authorized
representatives from any and all losses, liabilities, costs, expenses, charges, damages, claims,
liens, and causes of action, of whatsoever kind or neture (including, but not limited to,
reasonable attorneys” fees) which are in any manner directly or indirectly cansed, occasioned or
contributed to in whole or in part, through any act, omission, fault or negligence, whether active
or passive, of Borrower or Borrower's officers, agents, employees or authorized representatives,
which relates in any manner to this Agreement, any work to be performed by Borrower under
this Agreement, or any authority delegated to Borrower under this Agreement, even though the
same may have resulted from the joint, concurring or contributory negligence, whether active or
passive, of City or any other person or persons, unless the same is caused by the gross negligence
or willful misconduct of the party indemnified or held harmless.

34. Insurance. Bomrower, in order to protect City, HCD, their agents, officers, and
employees against all claims and liability for death, injury, loss and damage as a result of
Borrower’s actions in connection with the performance of Borrower’s obligations, as required in
this Agreement, shall secure and maintain insurance as described below in sub-paragraphs {(2)
and (b), and shall require that all contractors hired by Borrower to perform work on the Project
Premises to secure and maintain insurance as described below in sub-paragraph (¢) Borrower
shall be responsible for any deductibles under all required insurance policies.

(a) Workers’” Compensation Insurance Reguirement -- Borrower shall submit
written proof that Borrower is insured against liability for workers’ compensation in accordance

with the provisions of Section 3700 of the Labor Code.

In signing this Agreement, Borrower makes the following certification, required
by Section 1861 of the Labor Code:

“It is aware of the provisions of Section 3700 of the Labor Code
which require every employer to be insured against liability for
workers” compensation or to undertake self-insurapnce in
accordance with the provisions of that code, and it will comply
with such provisions before commencing the performance of the
work of this Agreement.”

(b)  Liability Insurance Requirements:

(1)  Bomower shall maintain in full force and effect, at all times during
the term of this Agreement, the following insurance coverage:
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a. Commercial General Liability Insurance coverage,
including, but not limited to, Premises-Operations, Contractual Liability
Insurance (specifically concerning the indemnity provisions of this Agreement),
and Personal Injury for liability arising out of Borrower’s operations of the
Project Premises, including any use or occupancy of its facilities, grounds and
structures. Said insurance coverage shall have minimum limits for Bodily Injury
and Property Damage liability of One Million Dollars ($1,000,000) each
occurrence and Two Million Dollars ($2,000,000) aggregate.

b. Automobile Liability Insurance (if applicable) with a
combined single limit of not less than One Million Dollars ($1,000,000) per
occurrence. Such insurance shall include coverage for all owned, hired and non-
owned vehicles and shall be provided by a business or commercial vehicle policy.

c. Upon acquisition of the Property (or if there are no
improvements on the Property, upon completion of construction of any
improvements) Borrower shall maintain Fire and Extended Coverage Insurance
on a blanket basis or with an agreed amount clause in amounts not less than 100%
of the Project’s replacement value.

(2)  The Commercial General Liability Insurance required in this sub-
paragraph (b) and sub-paragraph (c) below shall include an endorsement naming the City,
HCD and their officers, agents and employees as insured as their interests may appear.

(3)  Upon acquisition of the Property by Borrower, evidence of
insurance in compliance with the requirements above shall be fumished to the City
Manager by Certificate of Insurance. Said insurance shall not be reduced or canceled
without thirty (30) days prior written notice to City.

(c) Contractor Insurance Requirements. During the rehabilitation of the
Project, Borrower shall require that all contractors hired by Borrower to perform work on the
Project Premises maintain the following insurance coverage at all times during the performance
of said work:

(1) Builders Risk Insurance to be written on an All Risk Completed
Value form, in an aggregate amount equal to 100% of the completed insurable value of
the improvements.

(2) Commercial General Liability Insurance with limits of not less
than One Million Dollars ($1,000,000) each occurrence and Two Million Dollars
(32,000,000) aggregate to protect Borrower during the construction phase from claims
involving bodily injury and/or death and damage to the property of others. Said
insurance shall include an endorsement to include owners’ and contractors’ protective
coverage.
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{3)  Automobile Liability Insurance.with a combined single limit of'not
Iess than One Million Dollars ($1,000,000) per occurrence. Such insurance shall include
coverage for all owned, hired and non-owned vehicles and shall be provided by a
business.or commercial ‘vehicle policy.

(d)  Cancellation of Insurance -- The above stated insurance coverage shall be
maintained by Borrower until the expiration of this Agreement if an occumence policy is used.
Also, phrases such as “endeavor to” and “but failure to mail such notice shall impose no
obligation or liability of any kind upon the company” shail not be included in the cancellation
working of the Certificate of Insurance.

(¢)  All insurance shall be issued by a company or companies listed in the
current “Best’s Key Rating Guide™ publication with a minimum of a “B+;V™ rating, or in special
circumstances, be pre-approved by both the Risk Management Division of the Office of City
Attorney and the City Manager.

(63) If Borrower is, or becomes during the term of this Agreement, self-insured
or a member of a self<insurance pool, Borrower shall provide coverage substantially equivalent
to the insvrance coverage and endorsements required above. The City Manager, or his designee,
and the City’s Risk Management Division shall determine, in their sole discretion, whether the
coverage proposed to be provided by Borrower is substantially equivalent to the above-required
coverage.

() Imsurance coverage in the minimum amounts set forth herein shall not be
construed to relieve Borrower for liability in excess of such coverage, nor shall it preclude the
City from teking such other actions as are available to it under any other provision of this
Agreement or otherwise in law.

(h)  Failure by Bomrower or Borrower’s contractor(s) to maintain all such
insurance in effect at all times required by this Agreement shall be a material breach of this
Agreement by Borrower. City, at its sole option, may terminate this Agreement and obtain
damages from Partnership resulting from said breach. Alternatively, City may purchase such
required insurance coverage, and without further notice to Bomrower, City shall deduct from
sums due to Borrower any premiums and associated costs advanced by City for such insurance.
If the balance of monies obligated to Borrower pursuant to this Agreement are insufficient to
reimburse City for the premiums and any associated costs, Borrower agrees to reimburse City for
the premiums and pay for all costs associated with the purchase of said insurance. Any failure
by City to, take this alternative action shall not work to relieve Borrower of its obligation to
obtain and maintain the insurance coverage required by this Agreement.

35.  Eminent Domain. Subject to the parallel rights of any and all Project Premises
and/or Project superior trust deed holders, to which the City’s rights as set forth hereunder shall
be subordinated, in the event that any proceeding or action is commenced for the taking of the
Project Premises or the Project, or any part thereof or interest therein, for public or quasi-public
use under the power of eminent domain, by reason of any non-City public improvement or non-
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City condemnation proceeding, or in any other manner, or should Borrower receive any notice or
other information regarding such proceeding, action, taking or damage, Borrower shall give
prompt written notice thereof to City. City shall be entitled, at its option, without regard to the
adequacy of its security, to appear in and prosecute in its own name any condemnation action or
proceeding. City shall also be entitled to make any compromise or settlement in connection with
such taking or damage; provided, however, City must first obtain Borrower’s consent to any such
compromise or settlement (which consent shall not be unreasonably withheld, conditioned or
delayed). After deducting therefrom all costs and expenses (regardiess of the particular nature
thereof and whether incurred with or without suit, including, without limitation, reasonable
attorneys’ fees) incurred by it in connection with any such action or proceeding, City shall
distribute such condemnation proceeds to Borrower to repair or replace the Project Premises or
the Project with any balance applied to the Loan. Notwithstanding the foregoing, City shall be
under no obligation to prosecute such condemnation action(s) or proceeding(s).

36. Events of Default.

(a) An Event of Default shall consist of any breach by Borrower of any
covenant, agreement, provision or warranty contained in this Agreement, and/or the Loan
Documents, including but not limited to the following:

(1) Borrower fails to pay all or any installment of principal, interest or
cost under the Note when due after seven (7) days written notice from the City; or

(2)  Borrower fails to pay any other amount payable by Borrower under
this Agreement or the Loan Documents after seven (7) days written notice from the City
when due; or

(3) Any lien is recorded against all or any part of the Project Premises
or the Project without the City’s prior written consent, whether such lien is prior or
subordinate to the liens of the Deed of Trust or the Deed Restriction, and such lien is not
removed from the title or otherwise remedied to the City’s satisfaction after thirty (30)
days written notice from the City; or

(4)  Any representation or warranty made by Borrower in this
Agreement and/or any Loan Document proves to have been incorrect in any material
respect when made; or

(5) All or a substantial or material portion of the Project is damaged or
destroyed by fire or other casualty, and the City has reasonably determined upon
restoration or repair that the security of the Deed of Trust has been impaired or that the
repair, restoration or replacement of the Project in accordance with the requirements of
the Deed of Trust is not economically practicable or is not completed within two (2)
years of the receipt of insurance; or all or a substantial or material portion of the Project
and/or Project Premises is condemned, seized or appropriated by any governmental
agency or subject to any action or other proceeding instituted by any governmental
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agency for any such purpose such that the Project and/or Project Premises cannot be
operated for their intended purpose; or

(6) Borrower is dissolved or liquidated or merged with or into any
other entity; or for any period of more than ten (10) days Borrower ceases to exist in its
present form and/or ceases to be in good standing and duly qualified under the laws of the
State of California; or all or substantially all of the assets of Bomower are sold or
otherwise transferred; or

(7)  Borrower assigns or attempts to assign any rights or interest under
this Agreement or any Loan Document, whether voluntarily or involuntarily, without the
prior written consent of the City; or this Agreement or any Loan Document becomes or is
claimed by Borrower to be unenforceable against Borrower; or the Deed of Trust ceases
to constitute a valid and indefeasible perfected lien on the Project Premises; or

(8) A voluntary or involuntary filing for relief by or for Borrower
under the United States Bankruptcy Code which is not stayed within thirty (30) days; or

(9)  Borrower fails to perform or observe any other term, covenant or
agreement contained in this Agreement or any Loan Documents and, unless a shorter cure
perod is stated in any of the Loan Documents, either (i) such failure continues for more
than sixty (60) days after City’s written notice thereof, or (ii) such failure is not
reasonably capable of being cured within such 60-day period, but is reasonably capable
of being cured within an additional ninety (90) days, but Borrower or its limited
partner(s) fails to commence action to cure such failure within such 60-day period and/or
fails to diligently and continuously prosecute such action to completion within the
additional ninety (90) days.

(b)  Subject to the rights of Project’s superior trust deed holders, to which the
City’s rights as set forth hereunder shall be subordinated, on the occurrence of one or more
Events of Default, in addition to its other rights in this Agreement or in any of the Loan
Documents, and its rights and/or remedies at law, or in equity, the City may, without prior
demand, exercise any one or more of the following rights and remedies:

(1)  Termination of Disbursements: terminate its obligation to make
Loan disbursements; and/or,

(2)  Apply to any court, State or Federal, for specific performance of
this Agreement and/or the Loan Documents or for the appointment of a receiver to take
over and develop, manage and operate the Project in accordance with the terms of this
Agreement and the Loan Documents, or for such other relief as may be appropriate. It is
agreed by Borrower that the injury to City arising from a default under any of the terms
of this Agreement or the Loan Documents would be irreparable and that the amount of
compensation which would provide adequate relief to City, in light of the purposes and
requirements of the HOME Program, would be impossible to ascertain; and/or,
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(3)  Acceleration: declare the Note and all other sums owing to the City
'with respect to the Note delivered herewith immediately due and payable in full; and/or,

(4)  Continuation. of ILoan Disbursements: make any Loan
disbursernents after the happening of any one (1) or more of the Events of Default,
without waiving its right to demand payment of the Note and all other sums owing the
City with respect to the Note and/or any other rights or remedies and without liability to
make any other or further Loan disbursements, regardless of the City’s previous exercise
of any rights and remedies; and/or,

(5). Legal and Equitable Remedies: proceed as authorized at law orin
equity with respect to the Event of Default, and in connection with that, remain entitled to
exercise all other rights and remedies described in this Agreement and/or the Loan
Documents.

(c)  Borrower agrees to pay all of City’s costs, fees and expenses, including
reasonable attorney’s fees, costs and expenses, with respect to the City’s exercise of any of its
rights and remedies under this Agreement.

(d) In the event of a conflict between an Event of Default under this
Agreement and the Deed of Trust, the terms of this Agreement shall control.

(ey  Notwithstanding anything to the contrary contained in any of the Loan
Documents, the City hereby agrees that prior to the exercise of any of its remedies available
following an Event of Default, the City shall provide notice to the limited partners of the
Borrower and, in addition to providing such limited partners with the same period of time to cure
any Event of Default as afforded to the Borrower, shall accept or reject the tender of cure by the
limited partners on the same basis as if tendered by the Borrower.

37. “Section 3 Compliance in the Provision of Training, Employment and Business
Opportunities for Lower-Income Persons”. This Agreement is. subject to the requirements of

Section 3 of the Housing and Urban Development Act of 1968 (12 USC 1701u), as amended, the
HCD regulations issued pursuant thereto at 24 CFR Part 135, and any applicable rules and oxders
of HCD 1issued thereunder. The purpose of Section 3 is to ensure that employment and other
economic opportunities generated by HCD assistance or HCD-assisted projects covered by
Section 3, shall, to the greatest extent feasible, be directed to low and very low income persons,
particularly persons who are recipients of HCD assistance for housing.

Borrower shall cause or require to be inserted in full in all contracts and
subcontracts for work financed, in whole or in part, with assistance provided under this
Apreement, the Section 3 clause entitled, “Training, Employment and Business Opportunity™,.as
required by law.

Borrower shall provide such copies of 24 CFR Part 135 as may be necessary for
the information of the parties to contracts required to contain the Section 3 clause.
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38.  Small Business Concemns. This Agreement is subject to the requirements of the
Small Business Act (15 USC 631 et seq.), as amended, the HCD applicable regulations issued
pursuant thereto at 48 CFR, Part 19, and any applicable rules and orders of HCD issued
thereunder requiring aid, counseling, assistance, and protection, insofar as possible, with, for, or
of the interests of small business concemns in order to preserve free competitive enterprise; and
placement with small business concens of a fair proportion of the total Federally funded
purchases and contracts for property and services.

Borrower shall implement the specific small business policies herein below stated
in order to further applicable requirements of the Small Business Act:

(a) Small business concerns shall be afforded an equitable opportunity to
compete for prime contracts and subcontracts. The “Utilization of Small Business Concerns”
clause as required by law shall be included by Borrower in all contracts in connection with this
Activity in amounts which may exceed ten thousand dollars ($10,000) except (i) contracts which,
including all subcontracts thereunder, are to be performed entirely outside the United States, and
(i) contracts for services which are personal in nature. The “Small Business Subcontracting
Program” clause as required by law shall be included by Borrower in all contracts in connection
with this Project which may exceed five hundred thousand dollars ($500,000) and which, in the
opinion of the City, offer substantial subcontracting possibilities.

(b)  Bidders mailing lists shall include established and potential qualified small
business concemns.

(c) Invitations for bids or requests for proposals shall be sent to all firms on
the appropriate mailing list except that where use of less than a complete list is appropriate, a
prorata number of small business concerns shall be solicited.

(d)  Proposed procurements and contract awards shall be publicized in
accordance with these policies.

(e) Procurement of property and services shall be divided into reasonably
small lots (not less than economic production runs) in order to permit bidding on quantities less
than the total requirements.

(f) The maximum amount of time practical shall be allowed for preparation
and submission of bids and proposals.

(g) Delivery schedules shall be established on a realistic basis which will
encourage small business participation to the extent consistent with the actual requirements of
the Small Business Act.

(h)  Applicable specifications, plans, and drawings either shall be furnished
with invitations for bids and requests for proposals or, when not so furnished, information as to
locations where they may be obtained or examined shall be furnished.

2
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O In the event of equal low bids, awards shall be in accordance with 48 CFR
Subpart 14,407-6, “Equal Low Bids.”™

i) Subcontracting to enroll business concems shall be encouraged.

(k)  Placement of small purchases (amounts under twenty five thousand dollars
($25,000) with small business concerns shall be encouraged.

)] Small business concems seeking Federal contracts, but found to lack
qualifications as prime contractors, should be referred to the City and the Smazll Business
Administration for assistance as may be appropriate.

(m) Offers from small business concems otherwise qualified to perform
specific Federal contracts but ineligible under Walsh-Healey Public Contract Acts, 41 USC 35 et
seq., shall be referred to the City and Small Business Administration for possible certification of
eligibility fo receive and perform the contract.

(n) To the extent practicable, work to be performed which exceeds the
maximum amount of any contract for which a surety may be guaranteed against loss shall be
placed so that more than one small business concern may perform the work.,

(0) A small business concern otherwise qualified to receive and perform
specific Federal contracts but determined to be nonresponsible may be certified to be competent
by the Small Business Administration under the provisions of the Small Business Act.

39.  Federal Labor Standards Provisions. Borrower and all contractors engaged under
contracts for the construction, alteration, and/or repair of any project with twelve (12) of more
HOME-assisted units shall comply with HCD requirements pertaining to such contracts and the
applicable requirements of the regulations of the Department of Labor under 29 CFR Part 3,5,
and 5a, as amended, poverning the payment of wages and the ratio of apprentices and trainees to
Jjourneymen; provided, that if wage rates higher than those required under such regulations are
imposed by State or local law, nothing hereunder is intended to relieve the Parinership or
contractors of their obligation, if any, to require payment of higher rates. Borrower shall cause
or require to be inserted in full, in all such contracts subject to such regulations, the appropriate
clause(s), or any modification thereof, as required by law.

No awards of contracts covered under this Section of this Agreement shall be
made 1o any contractor who is ineligible under the provisions of any applicable regulations of the
Department of Labor to receive an award of such contract.

40,  Compliance with Clean Air and Water Acts, This Agreement is subject to the
requirements of the Clean Air Act, as amended, 42 USC 7401 et seq., the Federal Water
Pollution Control Act, as amended, 33 USC 1251 et seq., Executive Order 11738, dated
September 10, 1973, and the regulations of the Environmental Protection Agency with respect
thereto at 40 CFR Part 15, as amended.
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Borrower shall cause or require to be inserted in full in all contracts and
subcontracts in connection with this Activity with respect to any nonexempt transaction (exceeds
one hundred thousand dollars ($100,000), or involves a facility the subject of a conviction under
the Clean Air Act, or the Federal Waste Pollution Control Act, and listed by the Environmental
Protection Agency, or not otherwise exempt) thereunder funded with assistance provided under
this Agreement, the appropriate clause(s) as required by law.

Furthermore, Borrower shall cause or require to be inserted in full the appropriate
provisions required by law in each solicitation and resulting contract and contracts awarded
without reference to a solicitation.

In no event shall any amount of assistance provided under this Agreement be
utilized with respect to a facility which has given rise to a conviction under Section 11 3(c)(1) of
the Clean Air Act or Section 309(C) of the Federal Water Pollution Control Act.

41.  Successors and Assigns of City and Partner. This Agreement shall be binding and
inure to the benefit of the successors to or assigns of the City and Borrower. This Agreement
shall not be assigned without the prior written consent of the City.

42.  Concurrent Remedy. No right or remedy herein conferred on or reserved to City
1s exclusive of any other right or remedy herein or by law or equity provided or permitted; but
each shall be cumulative of every other right or remedy given hereunder or now or hereafter
existing by law or in equity or by statute or otherwise, and may be enforced concurrently
therewith or from time to time.

43.  No Waiver. No covenant or condition of this Agreement can be waived except by
the written consent of City. Forbearance or indulgence by City in any regard whatsoever shall
not constitute a waiver of the covenant or condition to be performed by Borrower. A waiver of
one (1) covenant or condition by City does not grant or imply a waiver of any other covenant or
condition to be performed by Borrower. City shall be entitled to invoke any remedy available to
City under this Agreement or by law or in equity despite said forbearance or indulgence.

44.  Incorporation of Prior Agreements and Amendments. This Agreement contains
the sum total of all agreements of the parties with respect to any matter mentioned herein. No
prior agreement or understanding pertaining to any such matter shall be effective. This
Agreement may be modified in writing only, signed by the parties in interest at the time of the
modification.

45.  Severability. The invalidity of any provision of this Agreement, as determined by
a court of competent jurisdiction, shall in no way effect the validity of any other provision
hereof.

46.  Lender-Borrower Relationship. In the performance of the activities herein
provided for, Borrower shall be, and is, a borrower and is not a partner, an agent or employee of
City. Borrower has and shall retain the right to exercise full control and supervision of the
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activities to be performed under this Agreement and full control over the employment, direction,
compensation, and discharge of all persons assisting Borrower in the performance of said
activities. Borrower shall be solely responsible for all matters relating to the payment of its
employees, including compliance with social security withholding, State and Federal taxes, and
all other regulations govemning such matters.

47. Relationship of Parties. The relationship of Partnership and City under this
Agreement is, and shall at all times remain, solely that of lender and borrower. City neither
undertakes nor assumes any responsibility or duty to Borrower or to any third party with respect
to the Project or the Project Premises, except as expressly provided in this Agreement.

48, Venue. If either party to this Agreement initiates any legal or equitable action to
enforce the terms of this Agreement and/or any of the Loan Documents, to declare the rights of
the parties under this Agreement and/or Loan Documents, or which relates to this Agreement
and/or Loan Documents in any manner, City and Borrower agree that the proper venue for any
such zction is the Superior Court of the State of California of and for the County of Imperial,
unless the amount in the controversy falls below the jurisdiction of the Superior Court, in which
case, the proper venue for any such action is in the Municipal Court of Imperial County.

49,  Authority. Each individual executing this Agreement on behalf of Borrower
represents and warrants that he is duly authorized to execute and deliver this Agreement on
behalf of Borrower and that this Agreement is binding on Borrower in accordance with its terms.

50. Procedure to Modify and Limitation of Term of Agreement.

(8)  Except as otherwise provided herein, the terms of this Agreement may
only be modified by the written consent of the parties hereto.

(b)  This Agreement shall be in effect through the Period of Affordability or
ending with repayment with interest of HOME Program Funds loaned by City to Borrower,
whichever time period is greater, except that Borrower shall retain records as is reguired in
Section 13 of this Agreement entitled “Records and Administration”,

51, Notices. Notices shall be sufficiently given herein under if personally served
upon the Clerk of the City Council or if sent by United States Mail, postage prepaid, directed to
the City, addressed to:

City of Calexico

608 Heber Avenue
Calexico, CA 92231
Attn: City Manager
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If directed to Borrower, addressed to:

HPD Villa Del Este LP

c/o Highland Property Development, LLC
250 West Colorado Blvd., Suite 210
Arcadia, CA 91007

Atin: William E. Rice

With a copy to:

CTCW-Villa de] Este LLC

¢/o Columm Financial

2660 Eastchase Lane, Suite 401
Montgomery, AL 36117

Atin: Sam Colson

Any change in notice shall be delivered solely by certified mail, return receipt requested.
[SIGNATURE PAGE FOLLOWS IMMEDIATELY ]
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IN WITNESS WHEREOF, the parties have caused this Agreement to be executed by
their respective duly authorized officers and agents as of the day and year first above written.

BORROWER:

HPD Villa Del Este LP,
a California limited partnership

By: HPD Villa Del Este LLC,
a California limited liability company,
its Co-General Partner

By:  Highland Property Development LLC,
a California limited liability company,
its Sole Member and Manager

By:

William E. Rice
Authorized Manager

By:  Hearthstone Housing Foundation,
a California nonprofit public benefit corporation,

its Managing General Partner
By:
Milly J. Dick
Assistant Director
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IN WITNESS WHEREOF, the parties have caused this Agreement to be executed by
their respective duly authorized officers and agents as of the day and year first above written.

CITY OF CALEXICO:

By:
Narmne:
Title:

BORROWER:

HPD Villa Del Este. LP,
a California limited partnership

By: HPDVillaDel Este LLC,
a California limited liability company,
its Co-General Partner

By:  Highland Property Development LLC,
a California limited liability company,
its Sole Member and Manager

By: /JLJ/@_
William E. Rice
Authorized Manager

By:  Hearthstone Housing Foundation,
a California nonprofit publicbenefif corporation,

its Managing General Partner
By:
Milly L. Dick
Assistant Director
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IN WITNESS WHEREOQF, the parties have caused this Agreement to be executed by
their respective duly authorized officers and agents as of the day and year first above written.

CITY OF CALEXICO:

By:
Name:
Title:

BORROWER:

HPD Villa Del Este LP,
a California limited partnership

By: HPD VillaDel Este LLC,
a California limited liability company,
its Co-General Partner

By:  Highland Property Development LLC,
a California limited liability company,
its Sole Member and Manager

By:
William E. Rice
Authorized Manager

By:  Hearthstone Housing Foundation,
a California nonprofit public benefit corporation,
its Managing General Pariner
By: ”/4///{%/
MillyJ. Dick ~ =~ ¢
Assistant Director
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PROMISSORY NOTE
SECURED BY DEED OF TRUST
WITH ASSIGNMENT
OF RENTS AS ADDITIONAL SECURITY

Calexico, California
$1,363,887 June 2, 2008

1. Promise to Pay. For value received, the undersigned, HPD Villa Del Este LP, a
California limited partnership, with its principal place of business located at 250 West Colorado
Blvd., Suite 210, Arcadia, CA 91007, and doing business within the City of Calexico, County of
Imperial (hereinafter “Maker”) hereby promises to pay to the City of Calexico, a political
subdivision of the State of California (“Payee™), or order, the principal sum of One Million Three
Hundred Sixty-Three Thousand Eight Hundred Eighty-Seven Dollars ($1,363,887) (hereinafier,
the “Loan™) plus interest accrued thereon or the aggregate unpaid amount of disbursements to
Maker as progress payments for costs incurred wpon Maker’s satisfactory progress toward
completion of the Project (defined herein below) as reasonably determined by Payee pursuant to
the terms of this note (hereinafter the “Note™). The Loan consists of funds in the amount of One
Million Three Hundred Sixty-Three Thousand Eight Hundred Eighty-Seven Dollars
($1,363,887) committed through the HOME Agreement (defined herein below).

2. Interest. The principal due under this Note shall bear simple interest at the rate of
three percent (3%) per annum, or at the Applicable Federal Rate, whichever is lower, with
interest to accrue as Loan funds are disbursed to Maker on the date of each City warrant. Interest
shall be computed on the basis of a 360-day year. For accounting purposes, interest attributed to
the construction period will end with the issuance of Certificate(s) of occupancy on all Project
units by the City of Calexico, and interest attributed to the loan period will begin on the
following day.

3. Term. This Note shall have a term of fifty-five (55) years from the date of this
Note (the “Term™), unless otherwise extended by the City.

4. Definitions. All capitalized terms used in this Note, unless otherwise defined,
will have the respective meanings specified in the Loan Agreement, dated of even date herewith,
entered into between Maker and Payee (the “HOME Agreement™). In addition, as used in this
Note, the following terms will have the following meanings:

(a) Cash Flow Balance. Cash Flow Balance means the balance shown in an
annual Cash Flow Statement of the Maker’s operations for each calendar year during the
Term. The Cash Flow Statement shall be based on the fotal cash receipts and
disbursements received and made by Maker during the calendar year in question and, to
the extent permitted by generally accepted accounting principles, shall also be based
upon audited Financial Statements prepared according to generally accepted accounting
principles by an independent, certified public accountant. The annual Cash Flow
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Statement shall include the return of any funds to Payee as an application of funds to the
Loan balance. There shall be a Cash Flow Balance in each applicable year in which the
Maker’s operating income exceeds its operating expenses, debt service payments, reserve
deposits, and in-lieu property tax payments to the City of Calexico, if any, all of which
shall be reasonable and subject to the reasonable approval of the City of Calexico
Manager. Notwithstanding the foregoing, expenditures shall not include depreciation of
buildings or improvements or other non-cash items or non-cash deductions from income.

(b)  Calendar Year. Calendar Year shall mean the period beginning January 1
and ending on December 31 of each year of the Term.

(c) Project. Project shall mean site acquisition, off-site improvements and
development of one hundred (100) apartment units, a minimum of twenty (20) of which
shall be occupied by low and very low income households as defined by the HOME
Program regulations, and known as Villa del Este I and II Apartments at 1100 Avenida de
Oro in Calexico, California.

5. Terms of Payment.

(a) Until Calendar Year 2018, all payments on principal and interest shall be
deferred. If not sooner paid, commencing on January 1, 2018, for each preceding
Calendar Year in which there is a Cash Flow Balance, and continuing annually on the
first day of each and every year thereafter for the remainder of the Term in which there is
a Cash Flow Balance, there shall be due and payable an amount equal to fifty percent
(50%) of the Cash Flow Balance in the priority set forth in Section 9.1 of the Maker’s
Agreement of Limited Partnership dated as of October 6, 2006. If not sooner paid, the
unpaid principal balance of this Note, plus any unpaid interest thereon and any other
amounts due and payable hereunder, shall be due and payable in full at the end of the
Term.

(b)  The payments on this Note shall first be applied to interest then to unpaid
costs and finally principal obligated through the HOME Agreement, provided however,
in no event shall additional interest be earned on unpaid interest which has accrued.

(c) The principal of this Note and any unpaid interest accrued thereon may be
prepaid in whole or in part at any time without premium or penalty.

(d)  In order to determine the amount of each annual payment due under the
Note, Maker shall, upon Payee’s request, within three (3) months after the end of
Calendar Year (as defined above), and for each subsequent Calendar Year thereafter until
the end of the Term, provide Payee with the Cash Flow Statement, as defined in 4(a)
above. Any unpaid principal and interest remaining at the end of the Term shall be
immediately due and payable. :

o
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: (e))  The payments due under this Note shall be paid in currency of the United
States of America, Which at the time of payments is lawful for the payment of public and
private debts.

H The payments on this Note shall be made to the Payee at the 608 Heber
Avenue, Calexico, California 92231 or to such other place as the Payee may from time to
time designate.

(g)  Maker agrees that if any installment payment provided in this Note is late
for at least ten (10) days, it would be impracticable or extremely difficult to fix the actual
damages resulting to the Payee. Therefore, Maker agrees to pay to the Payee the sum of
One Thousand Dollars ($1,000) on default, as lignidated damages and not as a penaity, to
compensate the Payee for the expenses of administering the default. Only one late charge
will be collected on any installment, regardless of the period during which it remains in
default.

6. Security. This Note is secured by that certain Deed of Trust and Assignment of
Rents (hereinafter the “Deed of Trust’) of even date herewith given by the Maker, as Trustor fo
First American Title Insurance Company and its successors in trust and assigns, as Trustee, for
the benefit of the Payee, as the Beneficiary, which Deed of Trust is to be recorded against the
certain property in the County of Imperial, California, as more particularly described in the Deed
of Trust, and incorporated herein by this reference as if set forth herein (hereinafter the
“Property”). This Note is also subject to a Regulatory Agreement of even date herewith given by
Maker to Payee. This Note is also secured by a Security Agreement of even date herewith by
and between the Payee and Maker.

7. Acceleration.

(a) This Note and all other obligations, direct or contingent, of the Maker
under this Note to Payee will become due and payable immediately, except as otherwise
stated in this section 7, without presentment for payment or any notice, if:

’ (1)  Maker fails fo pay the monies due under this Note within seven (7)
days after the receipt of notice from the Payee:

(2)  Maker of this Note:

® Fails, after demand and the expiration of thirty (30) days
notice, to furnish the annual Cash Flow Statement described above; or

(i)  Suspends business; or

(iii) Is in default under the HOME Agreement after the
expiration of any applicable cure periods as specifically provided in the
HOME Agreement; or
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(iv) Fails to comply with, perform or observe any of the
covenants, representations and/or warranties made by Maker under the
HOME Agreement if not cured within the applicable cure period, if any,
as set forth in the HOME Agreement; or

(v)  Fails to comply with, perform or observe any obligation or
condition of the Regulatory Agreement and/or the Deed of Trust within
any applicable cure periods specified in the HOME Agreement; or

(vi) Fails to procure or maintain the insurance policies and/or
bonds required by Payee under the HOME Agreement and does not cure
such failure within the applicable cure period set forth in the HOME
Agreement; or

(vii)  Sells, transfers, leases, or otherwise transfers the Property
or Project except as otherwise agreed to in writing by Payee.

(3)  Payee discovers that any willful misrepresentation was made to
Payee on behalf of Maker to obtain the Loan or an extension of the Loan which
materially adversely affects Payee’s security.

8. Waivers.

(a)  Maker expressly agrees that this Note or any payment hereunder may be
extended from time to time, and that Payee may accept security or release any security
for this Note, all without in any way affecting the liability of Maker.

(b)  The obligations of Maker under this Note shall be absolute and Maker
waives any and all rights to offset, deduct, or withhold any payments or charges due
under this Note for any reason whatsoever.

9. Notices. All notices to Payee or Maker shall be made in writing and shall be
deemed received when personally delivered, received by the United States certified mail, retum
receipt requested, postage prepaid, or delivered by courier service addressed as follows:

To Payee: City of Calexico
608 Heber Avenue
Calexico, CA 92231
Attn: City Manager

To Maker: HPD Villa Del Este LP
c/o Highland Property Development LLC
250 West Colorado Blvd., Suite 210
Arcadia, CA 91007
Atin: William E. Rice
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"With a copy to: Pillsbury Winthrop Shaw Pittman LLP
50 Fremont Street
San Francisco, CA 94105
Attn: Gary P. Downs, Esq.

Andto: CTCW-Villa del Este LLC
c/o Colummn Financial
266( Eastchase Lane, Suite 401
Montgomery, AL 36117 ) :
Atiention: Sam Colson

Any change in notice shall be delivered solely by certified mail, return receipt requested.

10.  Nonrecourse. This Note shall be nonrecourse. No judgment, or execution
thereof, entered in any action, legal or equitable, on this Note or the Deed of Trust securing this
Note shall be enforced personally against Maker, any partner, officer, director or employees of
Maker, or against any assignee of Maker, or any general or limited partner of any assignee, or
any officer, director or employee of any general or limited partner of any assignee, but shall be
enforced only against the collateral described in the Deed of Trust and such other or further
security as, from time to time, may be hypothecated for this Note.

11..  Costs and Attorneys’ Fees. If Maker or Payee initiates any legal or equitable
action fo enforce the terms of this Note, to declare the rights of the parties hereunder, or which
relates to this Note in any manner, the unsuccessful party in such action shall be liable to the
other for all reasonable costs and expenses, including reasonable attorney’s fees, incurred by the
successful party in such action. .

12.  Modification. This Note may not be changed orally, but only by an agreement in
writing signed by the party against whom enforcement of any waiver, change, modification or
discharge is sought. Consent by Payee to late payments does not waive its right to declare
indebtedness immediately due and payable.

13. Governance. This Note shall be govemed by and construed in accordance with
the laws of the State of California.

14.  Timeliness. The times for the performance of any obligation hereunder shall be
strictly construed, time being of the essence.

15,  Severability. If any provision or provisions of this Note are held to be invalid,
illegal or unenforceable in any respect, this Note shall be construed as not containing that
provision or provisions and all other provisions of this Note shall remain in full force and effect.

16.  Venue. If Maker or Payee initiates any legal or equitable action to enforce the
terms of this Note, to declare the rights of the parties hereunder, or which relates to this Note m
any manner, Maker and Payee agree that the proper venue for any such action is the Superior
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Court of the State of California of and for the County of Imperial unless the amount in
controversy falls below the jurisdiction of the Superior Court, in which case, the proper venue
for any such action is m the County of Imperial Municipal Court.

[SIGNATURE PAGE FOLLOWS IMMEDIATELY]
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! MAKER:

HPD Villa Del Este LP,
a California limited partnership

By: HPD Villa Del Este L1L.C,
a California limited liability company,
its Co-General Partner

By:  Highland Property Development LLC,
a California limited liability company,
its Sole Member and Manager

By: JA QL.L@L——d
William E. Rice
Authorized Manager

By:  Hearthstone Housing Foundation,
a California nonprofit public benefit corporation,

its Managing General Partner
By:
3 Milly J. Dick
Assistant Director
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MAKER:

HPD Villa Del Este LP,
a California limited partnership

By: HPD Villa Del Este LLC,
a California limited liability company,
its Co-General Partner

By:  Highland Property Development LLC,
a California limited liability company,
its Sole Member and Manager

By:

William E. Rice
Authorized Manager

By:  Hearthstone Housing Foundation,
a California nonprofit public benefit corporation,

its Managing General Partner
By:

Milly T. Dick 4
Assistant Director
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Free Recording in accordance with CORREGT COPY OF THE ORIGINAL DOCUMENT
i California Government Code BY:
} Section 6103 and 27383 RECORDED: 20§
Recording requesting by: SERESNO:_ 28 — O &283
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City of Calexico
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Calexico, CA 52231
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APN: 058-594-010 and 058-592-010
REGULATORY AGREEMENT

between.

Ciiy of Calexico

HPD Villa Del Este LP, a California limited partpership

in respect to

HOME INVESTMENT PARTNERSHIPS PROGRAM
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THIS REGULATORY AGREEMENT is made June 3D, 2008, between HPD Villa Del
Este 1P, a California limited partnership, with its principal place of business located at 250 West
Colorado Blvd., Suite 210, Arcadia, CA 91007 (hereinafter referred to as the “Berrower™) and
the City of Calexico, a political subdivision of the State of California (hereinafter referred fo as
the “City™).

RECITALS

Pursvant to the Loan Agreement between the City and Bomower, with respect to the
HOMBE Investment Partnerships Program, by and between the Borrower and the City dated as of
June 30 , 2008 (hereinafier referred to as the “Loan Agreement”), the City has agreed to loan to
the Borrower an amount not to exceed One Million Three Hundred Sixty-Three Thousand Fight
Hundred Eighty-Seven Dollags ($1,363,887) (hereinafter referred to as the “Loan™) for the
purpose of assisting the Borrower in the rehabilitation of that certain real property located at
1100 Avenida de Oro, Calexico, California, and more particularly described in Exhibit “A”,
attached hereto and made a part hereof (hereinafier referred to as the “Property™).

The Loan is being made pursuant to the HOME Investment Parinerships Program
(hereinafter referred to as the “HOME Program™) established and governed by the Cranston-
Gonzelez National Affordable Howsing Act of 1990, as amended by the Housing and
Community Development Act of 1992, as implemented by and subject to Tifle 24 Code of
Federal Regpiations Part 92.

The Loan is composed of an amount not to exceed One Million Three Hundred Sixty-
Three Thousand Eight Iundred Eighty-Seven Dollars ($1,363,887) received fromn the AOME
Program. The Loan is evidenced by that certain promissory note (hereinafter referred to as the
*Note”) dated of even date herewith and is secured by that cerfain Deed of Trust of even daie
herewith.

As a condifion of receiving Loan finds for the rehabilitaﬁqn of 100 unifs, of which
twenty (20) units are considered to be HOME-assisted (hereinafter referred to as the *Project™,
the Borrower must agree to place specified restrictions wpon the use and transfer of the Property
found at 24 CFR 92.252. It is the intent of the parties hereto to evidence the Borrower's
complance with the Loan requirernents of the HOME Program and place such restrictions vpon
the use and transier of the Property, to ensure continued Project affordability, as are required by
HOME Program regulations.

NOW THEREFORE, in consideration of the Loan and other valuable consideration, the
parties hereto covenant and agree as follows:

1. HOME-Assisted Units & Unit Schedule,
a) Upon occupancy and for the entire Period of Affordability {as defined

below), the Project shall have Twenty (20) HOMBE-assisted units. These units shall be
designated as “Floating” units and shall be rented according to the schedunle of unifs below.
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b) Additionally, for units where the HOME restricied rents are higher than
the actual renis currently paid by the tenants, the Borrower may not increase rents without prior
written approval of the California Departinent of Housing and Community Development (the
“Department”) and USDA. RD. Rents shall not be increased more than once annually.

2. Tenant Income Standards. During the Period of Affordability, a minimum of
twelve (12) of the twenty (20) HOME-assisted project units shall be occupied by families whose
annual incomes do not exceed, at the time of occupancy, thitty percent (30%) of the median
family income as established by Department at rent levels that are consistent with 24 CFR
92.252, as amended, a minimum of four (4) of the twenty (20) HOME-assisted project units shall
be occupied by households whose annual income do not exceed, at the time of occupancy, thirty-
five percent (35%) of the median family incorme a3 established by Department at rent levels that
are consistent with 24 CFR 92.252, as amended, a minimum of three (3) of the twenty (20}
HOME-assisted project units shall be occupied by households whose annual income do not
exceed, at the time of occupancy, forty (40%) of the median family income as esteblished by
Department at rent levels that are consistent with 24 CFR 92.252, as amended, and & minimum
of one (1) of the twenty (20) HOMEB-assisted project units shall be occupied by households
whose annual incomes do not exceed, at the time of occupancy, forty-five (45%) of the median
family income as established by Department at rent levels that are consistent with 24 CFR
02.252, as amended.

3. Tepant Selection Standards. During the Period of Affordability the Borrower
shall select tenants in conformance with HOME Program requirements and California Code of
Regulations, Title 25, Division 1, Chapter 7, Subchapter 19, Section 8305. N

{8)  Borrower shall rent vacant HOME-assisted units in the Project cnly to
eligible households in accordance with a management plan approved by the City (the
“Management Plan™). Such Management Plan may be periodically altered and such alteration
mmust be submitted to and approved by the City prior to use. The Management Plan shall inclade:

1. Reasonable criteria for selection or rejection of tenant applications
which shall not discriminate in violation of any federal, state or local law governing
discrimination, or any other arbitrary factor;

2. Prohibition of local residency requirements;

3. Probibition of local residency preferences, except whers
accompanied by an equal preference for employment in the Iocal area and applied to
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areas not smaller than municipal jurisdiclions or recognized communities within
unincorporated areas;

4. Tenant selection procedures that include the following
components, and that are available to prospective tenants upon request:

(A)  Selection of tenants based on order of application, lottery or
other reasonable method approved by the City;

(BY Notification to tenant applicants of eligibility for residency
end, based on turnover history for HOME-assisted units in the Project, the
approximate date when a HOME-assisted unit may be available;

(C) Notification of tenant applicants who are formd ineligible to
occupy an HOME-assisted unit of their ineligibility and the reason for the
ineligibility, and of their right to appeal this determination;

(D)  Maintenance of a waiting list of applicant households
eligible to occupy HOME-assisted units and non-assisted units designated for
various tenant income levels, which shall be made availsble to prospective tepants
upon request; g

(B)  Targeting specific special needs populations in accordance
with this Agreement and applicable laws; and i

()  Affirmative fair housing marketing procedures as specified
in the Affirmative Fair Housing Marketing Plan Compliance Regulations of
BHUD, 24 CFR Past 200.620(a)-(c), or similar affirmative fair marketing housing
plan as approved by the City.

(b) Borrower shail rent vacant units to households with no less then the
number of people specified in the following schedule:

Unit Size Minimum Number of Persons in Household
SRO 1
(-BR. 1
1-BR. 1
2-BR. 2
3-BR. 4
4-BR. 6
5-BR 8

Borrower may assign tepant honseholds to units of sizes other than those indicated as appropriate
in the table above if the Borrower reasonebly determines that special circumstances warrant such
an assignment and the reasons are documented in the {enant’s file. The Borrower’s determination
is subject to approval by the City. Through the Management Plan, Borrower may receive
advance City approval of categorical exceptions to the above schedule.
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4, Certification of Tenant income & Household Size.

(8)  The income and household size of all households cccupying HOME-
assisted tnits shall be certified by the Borrower prior to occupancy and recertified annually
thereafter in a manner approved by the City and specified in the Project’s Management Plan,

(b)  If the income of a tenant upon re-certification exceeds the upper limit for
Lower Income households, and there are no other requirements statntorily imposed by other state
or federal funding sources or tax credit program, that tenant shell not have its lease terminated as
a result thereof, but shall be charged rents as provided in Section 5.

()  Where a tenant occupying a nit designated for occupancy by a Very Low
Income household no longer qualifies to reside therein at re-cestification, but qualifies as an
otherwise eligible household, the rent level appropriate for that income level shall be charged
pursvant to Section 5

(d) If at the time of re-certification & tenant’s household size has changed and
no longer meets the occupancy standards pursuant to Section 3(b), the Borrower may require the
tenant to move to the next available appropriately sized unit.

5. Rent Limitations. Rents of HOMEB-assisted units shall not exceed the LOW and
HIGH HOME rents allowed under 24 CFR 92.252, as amended, except as noted below.

(8  For units where the HOME restricted rents are higher than the actual rents
currently paid by the tenants, the Borrower may not increase renis sbove the levels indicated in
the Project Report without prior written approval of the HCD and USDA RD. Rents shall not be
increased more than once annuaily.

(®) HOME-assisted units receiving state or federal project-based rental
subsidies may exceed HIGH HOME rents if the household quatifies to reside in the unit based on
income and household size and the tenant-based portion of the rent does mot exceed Thirty
percent (30%) of the household’s adjusted income. The HOME-assisted unit's maximum rent
(tenant contribution and project-based rental subsidy) becomes the rent aliowable under the state
or federal project-based subsidy.

(c)  If the HOME-assisted units ave designated as “Floating” units in Section 1
above, any household certified as an Eligible Household upon occupancy but whose income
increases gbove the eligibility level must pay rent the lesser of the amount payable by the tenant
under state or local law or 30 percent of the honsehold’s adjusted monthly income for rent and
utilities; except that the rent may not exceed the market rent for comparable, unassisted units in
the neighborhood. HOMEB-assisted unifs subject fo Jow-income housing tex credit rules under
Section 42 of the Internal Revenne Code shall be governed by such rules.

(@)  If the HOME-assisted units are designated as “Fixed” units in Section 1
above, any household certified as an Eligible Household upon occupancy but whose income
increases above the eligibility level must pay rent the lesser of the amount payable by the tenant
under state or local law or 30 percent of the household’s adjusted monthly income for rent and
utilities; except that the rent may equal the market rent for comparable, nnassisted units in the
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neighborhood. HOME-assisted units subject to low-income housing tax credit mules under
Section 42 of the Internal Revenue Code shall be govemned by such rules.

6. Marketing Plan.

()  Borrower shall prepare and implement a *Marketing Plan”, subject to
prior approved by the City, that specifies how the Borrower intends to market the project to
prospective tenants in the Project’s market area. The Marketing Plan shall specifically address
how the Borrower intends o market the Project to underserved populations in the Project market
area end the frequency of marketing efforts. The City agrees that the Bomrower may utilize the
HUD 935.2 Affirmative Fair Housing Marketing Plan for these purposes.

(b)  Bomower agrees to evalvate the effectiveness of the Marketing Plan in
reaching underserved populations on an annnal basis and fo revise it as necessary to better reach
underserved populetions that are not heing reached. The revised Marketing Plan shall be
submitted to the City for approval prior to implementation.

7. Agsisted Unit Standards,

(8) HOME-assisted units shiall not differ substantially in size or amenity level
from non-HOME-assisted units with the same ohmber of bedrooms, and uaits shall not differ in
size or amenity level on the basis of income-level restrictions. FOME-assisted units shall not be
segregated from non-HOME-assisted units, and units shall not be segregated from each ofher on
the basis of income-level resirictions. The Borrower may, within these limits, change the
designation of a paricolar unit from “Assisted” to “Non-Assisted” or fiom one income-
restricion to another over Hime. For Projects involving rehabilitation or conversion, the
Department may permit cectain units to be desipnated as exclusively market-rate mnits where
necessary for fiscal integrity and where all other Program requirements are satisfed.

(b)  For the full loan term, the mumber, size, type, and amenity level of
HOME-assisted units shall not be fewer than the number nor different from the size, type and
amenity level described in Section 1 and Recitals Paragraph 4 above.

8. Rental Apreement and Grievance Procedures. The rental agreement and
grievance procedures shall be in accordance with Californin Code of Regulations, Title 25,
Division 1, Chapier 7, Subchapter 19, Section 8307.

()  One-vear Term All rental or oceupancy agreements for HOME-assisted
units shall be for a term of not less than one year unless by mutual agreernent between the tenant
and the Borrower.

(b)  City Approval. All rental or occupancy agreements are subject to City
approval; and shal include the following:

1. Provisions requiring good cause for termination of tenaney;

2. A provision requiring that the facts constitnting the grounds for
any eviction be set forth in the notice provided to the tenant pursuant to state law;
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3. A potice of grevance procedures for héaxing complaints of tenants
and appeal of mansgement action; and

4 A requirement that the tepant annually recertify household income
and size.

(¢)  Termination of Tenancy. The Borrower shall not terminate the tenancy or
refuse to renew the lease of a fenant of an HOME-assisted nnit except for serious or repeated
violation of the terms and conditions of the Lease; for viclation of applicable federal, state, or
local law; for completion of transitional housing tenancy period; or for other good cause.

(@)  Wiittep Notice. To terminate or refuse to renew tenancy, the Bomower
must serve written notice upon the tenent specifying the grounds for the action at least 30 days
prior to the termination of the tenancy.

()  “CGood Cause”. One or more of the following constitute *good cange™

L Failure by the tenant to mzintain applicable eligibility requirements
under the Program or other eligibility requirements as imposed by the City or other state
_ or federal fanding sources or tax credits;
H !
- ;2. Material noncompliance by the tenant with the lease, including one
or more substantial-violations of the lease or habitual minor violations of the lease which:

(AY  Adversely affect the health and safefy of any person or the
right of any tenant to the guiet enjoyment of the leased premises and related
Project facilifies;

(B)  Substentially interfere with the management, maintenance,
or operation of the Project; or

(C) Result from the failure or refusal to pay, in a timely
fashion, Rent or other permitted charges when due. Failure or refusal fo payin a
timely fashion is a minor violation if payment is mede during the 3-day notice
period;

3. Material failure by the tenant to carry out obligations under
federal, state, or local law;

4, Subletting by the tenant of all or any portion of the HOME-assisted
unt;

5 Any other action or conduct of the tenant constituting sigaificant
problems which can be reasonably resolved only by eviction of the tenant, provided that
the Borrower has previously notified the tenant that the conduct or action in question
would be considered cause for eviction. Examples of action or conduct in this category
include the refusal of a tenant, after written notice, to accept reasonable rules or any
reasonable changes in the lease or the refusal to recertify income or household size; or
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B. For Transitional Housing, the end of the maximum term prescribed
for tenant occupancy by the Program operated in & particular Tramsitional Housing
Project.

(3] Prohibited Lease Provisions. The Lease may nof contain any of the
following provisions:

1. Agreement by the tenant to be sued, to admit guilt, or to a
judgment in favor of the Borrower or Borrower’s agent in a lawsuit brought in connection
with the lease;

2. Agreement by the tenant that the Borrower may take, hold, or sell
personal property of household members without notice to the tenant and a cowurt decision
on the rights of the parties. This prohibition, however, does not apply to an agreement by
the tenant concerning disposition of personal property remaining in the housing unit after
the tenant has moved out of the unit. The Borrower may dispose of this personal
propetty in accordance with state law;

3. Agreement by the tenant not to hold the Borrower or Borrower's
ageni(s) legally respomsible for any action or failure to act, whether intentional or
negligent;

4. Agreement of the fenant that the Borrower or Borrower’s agent

may institute a lawsuit without notice to the tenant;

5. Apreement by the tenant that the Bomrower or Borrower’s agent
may evict the tenant or household members without instituting a civil court proceeding in
which the tenent bas the opportonity fo present a defense, or before a court decision on
the rights of the parties;

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

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

8. Agreement by the tenant to pay attomeys’ fees or other legal costs
even if the tenant wing in a court proceeding by the owner against the tepant. The tenant,
however, may be obligated to pay costs if the tenant loses.

(8 Rules of Conduct. The Borrower shall establish reasonable miles of
conduct and occupancy. Such rules shall be consistent with state law and HOME regulations.
Said rules shall be in writing and shall be given to each tenant upon occupancy. Any changes
shall become effective no fewer than 30 days after giving written notice thereof to each tenant
household,

(t)  Appeal & Grievance Procedures. The Borrower shall adopt an appeal end
grievance procedure fo resolve grievances filed by tenanfs and appeals of actions teken by
Borrower with respect to tenants’ occupancy in the Project, and prospective tenants® applications
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for occupancy. The Borrower's appeal and grievance procedures shall be subject to the City’s
approval and, at 2 minimum, shall include the following:

1. A requirement for delivery to each tenant and applicant of a
written copy of the appeal and grievance procedure;

2. Procedures for informal dispute resolution;

3 A right to a hearing before an impartial body, which shall consist
of one or more persons with the power to render a final decision on the appeal or
grievance; and

4. Procedures for the conduct of an appeal or grievance hearing and
the appointment of an impartial hearing body.

5. Period of Affordability. The Bomrower aclmowledges that the Loan is being made
to the Borrower under the terms and conditions of the HOME Program as part of a public
program to ensure affordeble housing for project tenants. To preserve affordability of thé
HOME-assisted Project units, the Borrower covenants that the HOME-assisted Project units shall
remain affordable for a perlod of Fifty-Five (55) years (hereinafier referred to as the “Period of
Affordability”) from the date of “Project Completion” as specified at 24 CFR. 92.2. It is intended
by the parties to this Regulatory Agrecment, that this covenant shall nm with the land in
accordance with the provisions;of 24 CFR 92,252, with the benefit of this covenant rumming to
the City, in order o preserve the public interest in maintaining the affordability of the HOME-
assisted Project units, ‘The Period of Affordability will remain without regard to the term of any
mortgage or the transfer of the Property ownership, other than by foreclosure or deed in lieu of
foreclosure.

10.  Foreclosure mfier Project Complefion. The Bomower promises, covenants,
warrants and represenis that it shall complete the Project. Whether or not the Project is in fact
completed shall be solely determined by the City. Should the Project in fact have been
completed, then the Period of Affordability shall terminate upon foreclosure or transfer in Heu of
foreclosure, except that the Affordability restrictions shall be revived according to the original
terros if, (a) dusing the original Period of Affordability, the owner of record before the
foreclosure, or deed in lien of foreclosure, or any entity that includes the former owner or those
with whom the former owner has or had family or business ties, obtains an ownership interest in
the Project or the Property, or if (b) the foreclosing entity or transferee in lieu of foreclosure
asswmes in writing and agrees to be bound by the terms of the HOME Agreement and the Loan
Documents, as that term is defined in the HOME Agreement. -

11.  Resfrictions on Sale or Transfer.

() Upon any sale or transfer, including transfer by gift, devise, decent,
foreclosure, assignment, deed in lien of foreclosure, condemnation, and voluntary or involuniary
bankruptcy, of the Property without the prior written approval of the City, all principal, interest
and costs then owing upon the Loan will become immediately due and payable to the City of
Calexico.
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(b)  The City of Calexico shall approve a sale, {ransfer or conveyance of the
Property provided that all of the following conditions are met: (I) the existing Bomower is in
compliance with this Reguiatory Agreement or the sale, transfer or conveyance will result in the
cure of any existing violations of this Regulatory Agreement; (ii) the successor-in-interest to the
Borrower agrees o assume all obligations of the existing Bomrower pursuant fo this Regulatory
Apreement and the HOME Program; (iii} the successor-in-interest demonstrates to the City's
satisfaction that it can own and operate the Project in fill compliance with all HOME Program
requirements; and (iv) any terms of the sale transfer or conveyance shall not threaten the City’s
securify or the successor’s ability to comply with all requirements of the HOME Program and
this Regulatory Agreement.

(¢}  The Bomower agrees fo secure advance written State HOME Program
approval for any conversion to market rate housing, conversion to homeownership, demolition,
or any other action that would prevent the full affordability period noted herein from being
satisfied.

12.  Restrictions on Encumbrances. The Borrower covenants that the Borrower has
not, and shall not, enter into or execute any other agreement with provisions conirary to the
provisions of this Regulatory Agreement, or conirary to fhe intent of maintaining the

effordability of the Property for the full Period of Affordability described in Section 3, above; :

provided, however, that Borrower may, without the written consent of the City,” enter fato
tegulatory agreements and deeds of trust with assipnments of rents, security agreements and
fixture filings for the benefit of the California Statewide Communities Development Authority
and Washington Mutval Bank with regard to tax-exempt bond financing, the Department with
regard to an MHP Loan and the USDA/RD with regard to its financing. In all cases, the
provisions of 24 CFR 92.252(e) shall continue to apply to the Project.

13.  Reserve for Replacement. . Reserves for replacement shall be in accordance with
the requirements of the HOME Program regulations and as required by the senior Jenders.
HOME Program’s replacement reserve requirement for the Project shall be as follows: The
initial deposit at permanent Ioan closing shdll be in the amonnt of $50,000. In Years 1 through
55, the apnual deposit to the replacement reserve account shall increase by 2 minimum of 2.5%
over the previous Year’s amonnt. The required annual deposits for Years 1 through 15 are
detailed in the Table below. Per UMR §8309(b)(3), the HOME Program reserves the right to
periodically adjust the amount of required deposits to replacement reserves based on the resnlts
of reserve studies or other reliable indicators of the need for replacement reserve funds over time.

Year 1 Yeard Year 7 Year 13
$51,250 $55,191 §59,434 564,004 $68,926
Year 2 Year 3 Year 8 Year 11 Year 14
$52,531 $56,570 $60,920 565,604 $70,649
Year 3 Year 6 Year9 Year12 Year 15
$53,845 $57,085 562,443 567,244 §72,415
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14, Buperiority of Repulatory Apreement. Except as set forth in Section § above, The
Bomower covenants that the Borrower has not, and shall not, enter into or execute any other

agreement with provisions contiary to the provisions of this Regunlatory Agreement, or confrary
to the intent of maintaining the affordability of the Property for the full Period of Affordability.
described in Section 3, above.

15.  Viclation of Repulatory Apreement by Boower. In the event of a breach or
violation of the provisions of this Regulatory Agreement, the City may give written notice fo the

Borrower thereof by cerified mail or any express delivery service with a delivery receipt
addressed to the Borrowsr at its principal place of business listed above. If the breach or
violation is not cured to the satisfaction of the City within the time period specified in the notice,
which shall not be less than 30 days, the City may declare a default and may seek legal remedies.

16.  Imterpretation of Affordability. It is the intention of the parties to this Regulatory
Agreement that affordability be interpreted in view of the express goals of the Cranston-
Gonzalez National Affordable Housing Act of 1990, as amended by the Housing and
Community Development Act of 1092. 1t i the purpose of this Regulatory Agreement to limit
and resfrict use and resale of the Property in order to maintain the Property’s affordability for the
entire Period of Affordability. &

17. Recordkeeging and Reports. 'The management agent designated by Borrower, and

as approved by the City, will be responsible for recordkeeping and rsports, including those

required to comply with Fair Housing and Equal Opportunity requirements. The management

agent will establish and maintain a comprehensive system of records, books, and accounts in a

manner conforming to the directives of the Borrower in order to assist the City in meeting federal

and state recordkeeping and reporting requirements. All records; books, and accounts will be
subject to examrination at reasonable howrs by any anthorized representative of the City,

18.  Maintenance & Manepgement.

(1) Bomower is specifically responsible for all maintenance, repeir, and
menagement funictons for the Project, including without Nmitation, selecton of tenants,
certification and re-certification of household income and size, collection of rents, routine and
exiraordinary repairs and replacement of capital items. Borrower shall maintsin units and
common areas in a safe and sanitary manner in accordance with local health, building, and
housing codes, HUD housing quality standards pursuant to 24 CFR 882.109.

(b) Bomower may confract with a management agent for the performance of
the services or duties reguired in paragraph (2) above. However, doing so does not relieve the
Borrower of responsibility for proper performance of said duties. Any such contract shall
contain & provision allowing the Bomower fo terminate the contract without penalty with no
more than Thirty (30) days notice. Upon determination by the City and nofice to the Bommower
thereof that the City has determined that the contracted management agent has failed to operate
the Project in accordance with this Agreement, the Bomrower shall exercise such right of
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termination forthwith and shall immediately make arrangements, subject to City’s approval, for
continuing performance ‘'of the requirements of this Agreement.

(c)  If the Bomower operates the Project directly without contracting with a
management agent and the City determines that the Project is not being operated in accordance
with this Agreement, the City may provide potice to the Borrower thereof, and may require the
Borower to confract with a management agent to operate the Project, or {o make such other
arrangements as the City deems necessary to ensure performance of the requirements of this
Agreement.

19, Inspections.

(a)  Bomower shall allow the City access to the Project to conduct inspections
on an annwal basis, or more frequently, with Thirty (30) days advance written notice to
Borrower.

(b)  Bomower shall provide tenants with a minimum of Twenty-Four (24)
hours written notice prior to seeking access fo a tenant unit for inspection purposes. In said
notice, Borrower shell clearly inform tenamt of the purposes of the inspection.

50.  Hazard & Lisbility Insurances,

A2)  The Borrower shall at all times keep the development insured against loss
by fire, flood (as required pursuant to 24 CFR 92.358), and other such hazards, casualfies,
liabjlities and contingencies. All insurance policies and renewsls thereof shall be issued by a
carrier and in a form acceptable fo the City. Property insurance policies shall name the City as
additionally insured in a manner approved by the City.

(b)  Insurance proceeds and condemnation awards for any loss to or teking of
the Project, or any portion thereof, shall be applied or utilized by Borrower as provided in the
Deed of Trust, executed by Borrower and referred to in the Recitals hereof,

21.  Goveming Taw. This Regulatory Agreement shall be construed in accordance
with and be governed by the laws of the State of California.

22.  Successors and Assigns. This Regulatory Agreement and all the covenants,
promises, and agreements contained in it shall be binding on and inure to the benefit of the
respective legal and persomal representatives, devisees, heirs, successors, and assigns of the
Bomower and the City.

23.  Severability. If any provision of this Regulatory Agreement shall be invalid,
illegal, or wnenforceable, the validity, legality and enforceability of the remaining provisions
hereof shall not in any way be affected or impaired thereby unless, in the sole discretion of the
City, the invalidity, or unenforceability of the provision negates the program purpose andfor
threatens the security of the City.

24.  Vemue. If either party to this Regulatory Agreement initiates any legal or
equitable action to enforce the terms of this Regulatory Agreement, to declare-the rights of the
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parties under this Regulatory Agreement, or which relates to this Regulatory-Agreement in any
manner, the City and the Borrower agree that the proper venue for any such action is the
Superior Court of the State of California of and for the County of Tmperial.

25.  Costs of Enforcement. The Borrower agrees to pay any and all of the City's
reasonable costs with respect to enforcement of this Regulatory Agreement, including the City’s
reasonable attorneys’ fees, costs and expenses,

26.  Counterparts/Originals.  This Regulatory Agreement may be executed in
connterparts, which together shall constitute one (1) entire Regulatory Agreement.

et
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By SIGNING BELOW, Borrower accepts and agrees to the terms and covenants
contained in this Regulatory Agreement.

CITY OF CALEXICO:

By: Zﬁm bﬂmllw
Name”_ynys foTRADA

Title: _ACTING C ANAGER
HPD VillaDel Este LP,

a California limited partnership

By: HPD Villa Del Este LLC,
a California limited liability company,
its Co-General Partner

By:  Highland Property Development LLC,
a California limited liability company,

ite Sole Member and Manager
By:
William E. Rice
Avthorized Manager

By:  Hearthstone Housing Foundation,
a California nonprofit public benefit corporation,

its Managing General Pariner
By:
Miily T. Dick
Assistant Director
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By SIGNING BELOW, Bormrower accepts eand agrees o the ferms and covenants
contained in this Regulatory Agreement.

CITY OF CALEXICO:

By:
Name:
Title:

HPD Villa Del Bste LP,
a California limited partnership

By: HPD Villa Del Este LLC,
a California limited liability company,
its Co-General Partner

By:  Highland Property Development LLC,
a California limited liability company,

its Sole Member and Manager

By _ M et ‘
‘William E. Rice )
Anthorized Manager

By.  Hearthstone Housing Foundation,
a California nonprofit public benefit corporation,
its Managing General Partner

By:

Milly I. Dick
Assistant Director



By SIGNING BELOW, Borrower accepts and agress to the terms and covenants
contained in this Regnlatory Agreement.

CITY OF CALEXICO:

By:
Name:
Title:

HPD Villa Del Este LP,
a California lirnited partnership

By: HPD Villa Del Este LLG,
a California limited liability company,
its Co-General Partner

By:  Highland Property Development LLC,
a California limited Hability company,

its Sole Member and Manager .
By

‘William E. Rice

Aunthorized Manager

By:  Hearthstone Housing Foundation,
a California nonprofit public benefit corporation,

its Managing Genera] Pariner
By: . '7/ / /J’Z/f /
Mil% X'Dick -

Agsistant Director
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State of CALIFORNIA

County of IMPERIAL

PUBLIC
On JUNE 26, 2008 before me, LILLIANA FALOMYR, NOTARY, personally appeared
LUIS ESTRADA who proved to me on the basis of satisfactory evidence to be the

person(g) whose name(g) is/agg subscribed to the within instrument and acknowledged io me that
he/shefthey executed the same in his/qr/fheir authorized capacity(igg), and that by his/hep/dagir
signature(s) on the instrument the person(g), or the entity npon behalf of which the person(sy
acted, execuied the instruiment.

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

SS my lland and Oﬁcial seal‘ = e -l'!_._._"!‘u-#d'i..__-,:.-:.__-;'
m ,0@ ¥ ~ILENAFAIOMIR |
Signatyre ~— : (Seal) 2% Commission # 1616770
L, ") 23 Notary Public - Califomia
” 4 imperlal Courty
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State of Q_rzd AL (2AA 1A

County of (gt &

PN
On &’ﬁ/z-r:-/ of before me, DAY D Pu i G, fugiif - personally appeared
(2icc s dud €. FdcE who proved to me on the basis of satisfactory evidence to be the

person(syWhose name(s) is/azé subscribed to the within instrument and acknowledged to me that
he/sheftiey executed the same in his/her/their authorized capacityfies], and that by his/hestheir
signaturg(s) on the instrument the persen(s), of the entity upon behalf of which the person(sy”
acted, executed the instrument.

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

WITNESS my ha/n%/%éial seal.
Sipnature W : { (Seal)

) 3 DAVID QUINTANAR L

) COMM. #1759810

KROTARY PUBLIC - CALIFORNIA o
J LOS5 ANGELES COUNTY" N
Hy Comm. res JULY 30, 2611




State of !M&
County of kﬂ)g

On 20 20D8 vefore me, /] 4 Ajé’t/ ya l/d’f) {/Uéﬁ:ersonally appeared

My \\f Wik who proved to me on the basis of satisfactory evidence to be the
person(s) whose name(s) is/are subscribed to the within instrument and acknowledged to me that
he/she/they executed the same in his/her/their anthorized capacity(ies), and that by his/her/their

signature(s) on the instrument the person(s), or the entity upon behalf of which the person(s)
acted, executed the instrument.

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

—
d

JHFTSrr, .

t
WI SSm iciel, se o ?.F\L '&'q -
} [7%7/% B/ \\ﬁ::‘;z‘?g;;\;stoﬁ'é;ﬁ’ e
' \
Signature (Sesl) e \\OTAR}. 5



Exhibit "A"
Legal Description
Real property in the City of Calexico, County of Imperial, State of California, described as follows:

PARCEL 1:

THE FOLLOWING DESCRIBED LAND PARCEL IS SITUATED IN SECTION 12, TOWNSHIP 17 SOUTH,
RANGE 14 EAST, S.B.B.&M. IN THE CITY OF CALEXICO, COUNTY OF IMPERIAL, STATE OF CALIFORNIA,
ACCORDING TO THE OFFICIAL PLAT THEREOF:

COMMENCING AT THE SOUTHEAST MOST POINT OF VILLA DE QRO SUBDIVISION NOQ. 1, AS SHOWN IN
THE MAP RECORDED IN BOOK 13, AT PAGE 20, FINAL MAPS IN THE OFFICE OF THE COUNTY
RECORDER OF IMPERTAL COUNTY, CALIFORNIA; THENCE NORTH 89° 02' 29" EAST, 55.01 FEET, ALONG
THE NORTH LINE OF STATE HIGHWAY 98; THENCE NORTH 01° 49’ 51" WEST, 192.86 FEET, TO THE
TRUE POINT OF BEGINNING; THENCE NORTH 01° 49' 51" WEST, 223 FEET; THENCE NORTH 88° 10' 03"
EAST, 435.00 FEET; THENCE SOUTH 01° 49° 51" EAST 422.48 FEET, TO THE NORTH LINE OF STATE
HIGHWAY 98; THENCE SOUTH 89° 02' 29" WEST, 292,53 FEET, ALONG SAID NORTH LINE OF HIGHWAY
98; THENCE NORTH 01¢ 49" 51" WEST, 187.53 FEET; THENCE NORTH 46° 49' 51" WEST 10.61 FEET;
THENCE SOUTH 88° 10' 09" WEST, 135.00 FEET, TO THE POINT OF BEGINNING.

PARCEL 2:

THAT PORTION OF SECTION 12 AND 13, TOWNSHIP 17 SOUTH, RANGE 14 EAST, IN THE CITY OF
CALEXICO, COUNTY OF IMPERIAL,S TATE OF CALIFORNIA, ACCORDING TO THE OFFICIAL PLAT
THEREOF DESCRIBED AS FOLLOWS:

BEGINNING AT THE SOUTHWEST CORNER OF BLOCK 1, VILLA DE ORO SUBDIVISION, AS SHOWN ON
THE MAP RECORDED IN BOOK 13 PAGE 20 IN FINAL MAPS IN THE OFFICE OF THE COUNTY RECORDER
OF IMPERTAL COUNTY, CALIFORNIA, THENCE; NORTH 88° 10-09" EAST, 435.00 FEET, ALONG THE
SOUTH LINE OF SAID BLOCK 1, TO THE SOUTHEAST CORNER THEREQF; THENCE SQUTH §1° 49' 51"
EAST, 223.00 FEET, THENCE SOUTH 88° 10' 09" WEST, 135.00 FEET; THENCE SGUTH 43° 10' 0g"
WEST, 11.32 FEET, THENCE SOUTH 01° 4¢' 51" EAST, 180,98 FEET TO A POINT ON THE NORTHERLY
RIGHT OF WAY LINE OF STATE HIGHWAY 98; THENCE SOUTH 89° 02' 19" WEST, 273.31 FEET; ALONG
SAID RIGHT OF WAY LINE; THENCE SOUTH 88° 30" 29" WEST, 18.72 FEET ALONG SAID RIGHT OF WAY
LINE TO THE INTERSECTION WITH THE SOUTHERLY EXTENSION OF THE EAST LINE OF PAULIN
SUBDIVISION AS SHOWN ON THE MAP RECORDED IN BOOK 1 PAGE 28 OF OFFICIAL MAPS IN THE
QFFICE OF THE COUNTY RECORDER OF IMPERIAL COUNTY, CALIFORNIA; THENCE NORTH 01° 49" 51"
WEST, 407.71 FEET, MORE OR.LESS ALONG SAID EAST LINE AND EXTENSION THEREOF, TO THE POINT
OF BEGINNING.




