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Honorable Board of Commissioners
Community Development Commission
County of Los Angeles

383 Kenneth Hahn Hall of Administration
500 West Temple Street

Los Angeles, California 90012

Dear Commissioners:

APPROVAL OF LOAN AGREEMENT WITH SLAUSON STATION APARTMENTS, L.P.
FOR DEVELOPMENT OF 30 UNITS OF AFFORDABLE MULTIFAMILY RENTAL
HOUSING IN UNINCORPORATED FLORENCE-FIRESTONE (1)

(3 Vote)

IT IS RECOMMENDED THAT YOUR BOARD:

1. Consider the attached Environmental Assessment/Mitigated Negative

Declaration prepared pursuant to the requirements of the California

Environmental Quality Act (CEQA), together with any comments received

during the public review process, for the development of Slauson Station
Apartments, a 30-unit affordable multifamily rental housing development
to be located at 1707-1717 East 61%' Street in the unincorporated
Florence-Firestone community.

. Find that after the incorporation of the mitigation measures identified in
the Mitigation and Monitoring Plan, and required as a condition of project
approval, the development of Slauson Station Apartments will not have a
significant effect on the environment; approve the Environmental
Assessment/Mitigated Negative Declaration; find that the project will have
no adverse effect on wildlife resources; and authorize the Executive
Director of the Community Development Commission to complete and file

with the County Clerk a Certificate of Exemption for the project described

above.

3. Find that the Environmental Assessment/Mitigated Negative Declaration
reflects the independent judgment of the Commission, and instruct the
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Executive Director to file with the County Clerk a Notice of Determination,
as required by CEQA,; and instruct the Executive Director to take any and
all actions necessary to complete the implementation of this
environmental review action, for the project described above.

4. Approve a 30 year Loan Agreement, presented in substantially final form,
between the Community Development Commission and Slauson Station
Apartments, L.P., a California Limited Partnership (Developer), to provide
predevelopment, construction and permanent financing of the Slauson
Station Apartments. '

5. Authorize the Executive Director to fund the Loan Agreement, using up to
$2,400,000 in HOME Investment Partnerships Program (HOME) funds;
and to execute the Loan Agreement, and all related documents, to be
effective following approval as to form by County Counsel and execution
by all parties.

6. Authorize the Executive Director to set aside up to $240,000 in HOME
funds for unforeseen costs related to predevelopment, construction and
permanent financing of the Slauson Station Apartments.

7. Authorize the Executive Director to incorporate all HOME funds into the
Commission’s approved Fiscal Year 2005-2006 budget, as needed, for
the purpose described above.

8. Authorize the Executive Director to execute documents, following
approval as to form by County Counsel, to subordinate the loans to
permitted construction and permanent financing; to enter into any
necessary intergovernmental, interagency, or inter-creditor agreements;
and to execute and modify all related documents as necessary for the
implementation of the development.

PURPOSE /JUSTIFICATION OF RECOMMENDED ACTION:

The purpose of this action is to approve a Loan Agreement between the Commission and
the Developer for the predevelopment, construction and permanent financing of 30 total
units in the unincorporated Florence-Firestone community, 29 of which will be reserved for
low-income households.

FISCAL IMPACT/FINANCING:

There is no impact on the County General Fund. The Loan Agreement provides up to
$2,400,000 in HOME funds for predevelopment, construction and permanent financing.
The loan term is 30 years at three percent simple interest, to be evidenced by a Promissory
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Note and secured by a Deed of Trust. Not more than $250,000 in HOME funds will be
disbursed until soil remediation on the site is complete. It is anticipated that the loan will be
partially repaid with a loan of $994,682 from City of Industry Redevelopment Housing Set-
Aside funds.

In addition, a 10 percent contingency, in the amount of $240,000 in HOME funds, is being
set aside for unforeseen costs related to predevelopment, construction and permanent
financing of the project. All HOME funds will be incorporated into the Commission's
approved Fiscal Year 2005-2006 budget, as needed.

The Developer intends to raise $5,983,011 in tax credit equity from its limited partners,
$856,150 from a conventional loan, $210,000 from the Federal Home Loan Bank’s
Affordable Housing Program and defer $185,449 of its developer fee.

The project will have an estimated total dévelopment cost of $9,634,609. A Financial
Analysis for the development is provided as Attachment A.

FACTS AND PROVISIONS/LEGAL REQUIREMENTS:

Slauson Station Apartments will be developed on a site consisting of four contiguous
parcels of land, totaling 27,000 square feet. The site is currently improved with two vacant
buildings, which will be demolished prior to construction of the project. Development of the
site will require soil remediation for elevated levels of metal contamination.

Following completion of remediation activities, Slauson Station Apartments will be
developed as 30 units of affordable family housing ranging from approximately 1,200
square feet for three bedroom units to 700 square feet for one bedroom units. Appurtenant
amenities include a community room, computer room for after school tutoring, a central
laundry room and several offices for leasing and other future uses.

The Loan Agreement will set aside 29 units at rates affordable to households earning less
than 50 percent of the area median income for the Los Angeles-Long Beach Metropolitan
Statistical Area (MSA), adjusted for family size, as established by the U.S. Department of
Housing and Urban Development. The development will include five one-bedroom, 14 two-
bedroom and 10 three-bedroom units. The development will also include one manager’s
unit, which will not be restricted. The affordability period will be 55 years.

The Co-General Partners of Slauson Station Apartments, L.P. are Beyond Shelter Housing
Development Corporation, a non-profit public benefit corporation, and River Bank
Development, a California Corporation. ’

The Loan Agreement and all related documents will be effective following approval as
to form by County Counsel and execution by all parties.
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ENVIRONMENTAL DOCUMENTATION:

An Environmental Assessment was prepared for the project pursuant to the requirements
of the National Environmental Policy Act of 1969 (NEPA). This document describes the
proposed project, evaluates the potential environmental effects, and describes the
mitigation measures necessary to avoid potentially significant environmental effects from
the project. Based on the conclusions and findings of the Environmental Assessment, a
Finding of No Significant Impact was approved by the Community Development
Commission on August 2, 2005. Following the required public and agency comment
period, the U.S. Department of Housing and Urban Development issued a Release of
Funds for the project on August 23, 2005.

Consistent with the provisions of the CEQA Guidelines, Article 14, Section 15221, notice
was provided to the public that the Environmental Assessment would be used in place of
an [nitial Study to satisfy CEQA requirements. The Environmental Assessment/Mitigated
Negative Declaration was circulated for public review as required by state and local law,
and the Environmental Assessment/Mitigated Negative Declaration, in conjunction with the
Mitigation and Monitoring Plan, meets the requirements of CEQA.

Approval of the Environmental Assessment/Mitigated Negative Declaration, including the
Mitigation and Monitoring Plan, and filing a Notice of Determination with the County Clerk,
will satisfy CEQA requirements. A fee must be paid to the State Department of Fish and
Game when certain notices required by CEQA are filed with the County Clerk. The
Commission is exempt from paying this fee when your Board finds that the project will have
no significant impact on wildlife resources. The project is located in an urban setting, and
the Environmental Assessment/Mitigated Negative Declaration concludes there will be no
adverse effect on wildlife resources.

The environmental review record for this project is available for viewing by the public during
regular business hours at the Community Development Commission’s main office, located
at 2 Coral Circle in the City of Monterey Park.
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IMPACT ON CURRENT PROGRAM:

The proposed actions will increase the supply of affordable housing in unincorporated Los
Angeles County.

Respectfully submitted,

%W

CARLOS JACKSO
Executive Director

Attachments: 4

CJ:NM -



ATTACHMENT A
HOUSING FINANCIAL ANALYSIS
SLAUSON STATION APARTMENTS L.P.

The project consists of a 30-unit affordable multifamily rental housing development, which
will be located at 1707-1717 East 61° Street in the unincorporated Florence-Firestone
community. Twenty-nine units will be set aside at rates affordable to households earning
less than 50 percent of the area median income for the Los Angeles-Long Beach
Metropolitan Statistical Area (MSA), adjusted for family size, as established by HUD. One
two-bedroom unit will be reserved for the property manager. The unit breakdown is as
follows: Five one-bedroom, 14 two-bedroom and 10 three-bedroom units.

CONSTRUCTION PHASE

Sources Total Per Unit
Construction Loan $5,761,109 $192,037
Affordable Housing Program Subsidy 210,000 7,000
Tax Credit Proceeds 750,000 25,000
Other: deferred expenses 328,051 10,935
Deferred Developer Fee 185,449 6,182
HOME Funds 2,400,000 80,000
Total Development Costs $9,634,609 $321,154
PERMANENT PHASE

Total Per Unit
Conventional Loan $ 856,150 $ 28,538
Industry Funds 994,682 33,156
Tax Credit Proceeds 5,983,011 206,511
Affordable Housing Program Subsidy 210,000 7,000
Deferred Developer Fee 185,449 6,182
HOME Funds 1,405,318 39,766
Total Development Costs $9,634,609 $321,154



APPENDIX A

Mitigation Monitoring Plan
Slauson Station Construction Project

This section reflects the mitigation monitoring and reporting program requirements of
Public Resources Code Section 21081.6 in accordance with CEQA Guidelines 15097:

“...In order to ensure that the mitigation measures and project revisions
identified in the EIR or negative declaration are implemented, the public
agency shall adopt a program for monitoring or reporting on the revisions
which it has required in the project and the measures it has imposed to
mitigate or avoid significant environmental effects. A public agency may
delegate reporting or monitoring responsibilities to another public agency
or to a private entity which accepts the delegation; however, until
mitigation measures have been completed the lead agency remains
responsible for ensuring that implementation of the mitigation measures
occurs in accordance with the program.”

Mitigation Measure

Responsible Party

Monitoring
Agency

Monitoring
Timing

Historic, Cultural, and
Archaeological Resources: No
archaeological resources are known to
be on the project site. However, in the
event that archaeological resources are
unearthed during project construction,
all earth disturbing work within the
project’s archaeological area of
potential effect (APE) must be
temporarily suspended until a qualified
archaeologist has evaluated the nature
and significance of the find. If human
remains are unearthed, State Health and
Safety Code Section 7050.5 requires
that no further disturbance shall occur
until the County Coroner has made the
necessary findings as to origin and
disposition pursuant to Public
Resources Code Section 5097.98. If
the remains are determined to be of
Native American descent, the coroner
will have 24 hours to notify the Native
American Heritage Commission

Contractor

Community
Development
Commission

Construction

Solid Waste Recycling: Because of
ongoing concerns about available

Architect

Community
Development

Design




landfill capacity, project design shall
incorporate space for separate bins for
waste and recyclable materials.

Commission

Water Supply:

a. Landscaped areas shall be
designed with drought-tolerant
species, minimizing to 50%
areas dedicated to turf.
Irrigation shall be accomplished
with drip systems. Planting
beds shall be heavily mulched
in accordance with water-
conserving landscape design
practice.

b. Structures shall be fitted with
water conserving fixtures,
including, but not limited to,
low flow faucets and toilets.

Landscape Architect

Architect/Contractor

Community
Development
Commission

Community
Development
Commission

Design/Operation

Construction

Noise: In order to achieve an
acceptable interior noise level of 45
dBA or lower, the following or their
functional equivalent shall be included
in project design:

a. Air conditioning or a
mechanical ventilation system
shall be provided so windows
and doors may remain closed;

b. Double paned glass in windows
and sliding glass doors;

c. Mounting of windows in low air
infiltration rate frames [0.5 cfm
or less, per American National
Standard Institute (ANSI)
specifications];

d. Solid core exterior doors with
perimeter weather stripping and
threshold seals;

e. Exterior walls consisting of
stucco, brick veneer, or wood
siding with a %” minimum
thickness fiberboard underlayer;

f. Baffling of roof or attic vents
facing the noise source;

g. Usable outdoor areas (yards,
balconies) shall be oriented

Architect/Contractor

Contractor

Contractor

Community
Development
Commission

Community
Development
Commission

Community
Development
Commission

Construction

Construction

Construction




away from the Blue Line
railroad tracks, as feasible.

Remediation Activities: The proposed
project shall comply with the
recommendations provided in the Phase
Il Site Investigation Report (2005)
prepared by Merideth and Associates,
Inc. Soil remediation activities shall
include, but not be limited to, the
following:

e Soil sampling and testing in the
immediate vicinity of any
drywells encountered onsite;

e Cleanup and monitoring of soils
pursuant to all applicable rules
and regulations; and,
identification of additional soil
investigation or cleanup
activities as needed.

Contractor

Community
Development
Commission

Construction

Additional Modifications: Minor
changes to the mitigation measures
required as a condition of funding
approval are permitted, but can only be
made with the approval of the
Executive Director of the Community
Development Commission of the
County of Los Angeles. Any
modifications must continue to satisfy
the requirements of NEPA and CEQA,
as determined by the County.

Contractor/Operator

Community
Development
Commission

Design,
Pre-Construction,
Construction and
Operation




County of Los Angeles

Community Development Commission

DRAFT MITIGATED NEGATIVE DECLARATION
CALIFORNIA ENVIRONMENTAL QUALITY ACT

PROJECT TITLE:

PROJECT DESCRIPTION:

PROJECT LOCATION:

Slauson Station Apartments

The project involves construction of a 30-unit apartment
building over a subterranean parking garage that would
accommodate 46 parking spaces. The subject property is
approximately 27,000 square feet in size and is developed with a
corrugated metal and wood, single-story industrial-type
building partitioned into two units. Other site development
includes asphalt paved parking around the existing structure.
All onsite development would be demolished in order to
accommodate the proposed apartment building and
subterranean parking level.

Off-site improvements would include curbs, gutters, sidewalks,
street lights, and street trees.

The site is located at 1707-1717 East 61t Street, Los Angeles,
California, on the north side of 615t Street, between Holmes
Avenue and the western end of 615t Street. The subject property
is legally described as Assessor Parcel Numbers (APN) 6009-008-
021, -022, and -023.

MITIGATION MEASURES INCLUDED IN THE PROJECT TO AVOID POTENTIALLY

SIGNIFICANT IMPACTS:

The following mitigation measures are required:

1. Noise. In order to achieve an acceptable interior noise level of 45 dBA Ldn or lower, the
following or their functional equivalent shall be incorporated into project design:

e Air conditioning or mechanical ventilation systems that allow windows to remain closed;

e Double paned glass in windows and sliding glass doors;

e Mounting of windows in low air infiltration rate frames [0.5 cfm or less, per American National
Standard Institute (ANSI) specifications];

o Solid core exterior doors with perimeter weather stripping and threshold seals;

e Exterior walls consisting of stucco, brick veneer, or wood siding with a 1/2” minimum thickness
fiberboard underlayer; and,

e Baffling of roof or attic vents facing the noise source.

In addition, usable outdoor areas (yards, balconies) shall be oriented away from the Blue Line railroad

tracks, as feasible.

2. Historic, Cultural, and Archaeological Resources. No archaeological resources are known to
be on the project site. However, in the event that archaeological resources are unearthed
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during project construction, all earth disturbing work within the project’s archaeological area
of potential effect (APE) must be temporarily suspended until a qualified archaeologist has
evaluated the nature and significance of the find. If human remains are unearthed, State
Health and Safety Code Section 7050.5 requires that no further disturbance shall occur until
the County Coroner has made the necessary findings as to origin and disposition pursuant to
Public Resources Code Section 5097.98. If the remains are determined to be of Native
American descent, the coroner has 24 hours to notify the Native American Heritage
Commission.

Solid Waste Recycling. Because of ongoing concerns about available landfill capacity,
project design shall incorporate space for separate bins for waste and recyclable materials.

Water Supply. Because of ongoing concerns about regional water supplies, the following
shall be incorporated into project design:

e Landscaped areas shall be planted with drought-tolerant species, minimizing to 50%
areas dedicated to turf. Irrigation shall be accomplished with drip systems. Planting
beds shall be heavily mulched in accordance with water-conserving landscape design
practice.

e All structures shall be fitted with water conserving fixtures, including, but not limited to,
low flow faucets and toilets.

Remediation Activities. The proposed project shall comply with the recommendations
provided in the “Environmental Investigation/Remediation” (2004) proposal and “Proposal
for Supplemental Environmental Assessment” (2005) prepared by Meredith and Associates,
Inc. Soil remediation activities shall include, but not be limited to, the following;:

e Soil sampling and testing in the immediate vicinity of any drywells
encountered on-site;

e Cleanup and monitoring of soils pursuant to all applicable rules and
regulations; and,

¢ Identification of additional soil investigation or cleanup activities as
needed.

FINDING OF NO SIGNIFICANT EFFECT. Based on the attached NEPA Environmental
Assessment, it has been determined that the project will not have a significant effect on the
environment, provided that all suggested mitigation measures are incorporated.



HUD - NEPA - Environmental Assessment

Project Name and Identification Number: Slauson Station Apartments/ HMDO001

HUD - NEPA- ENVIRONMENTAL ASSESSMENT

Project Name:

Project Location:

Statement of Need:

Project Description:

Slauson Station Apartments/ HMDO001

The project site is located at 1707-1717 East 61st Street, Los Angeles,
California, on the north side of 61st Street, between Holmes Avenue and
the western end of 61st Street. The subject property is legally described as
Assessor Parcel Numbers (APN) 6009-008-021, -022, and -023.

The proposed project is consistent with the guidelines of the
CDBG program. The project would provide 30-apartment units.

The proposed project involves construction of a 30-unit apartment
building over a subterranean parking garage that would accommodate 46
parking spaces. The subject property is approximately 27,000 square feet
in size and is developed with a corrugated metal and wood, single-story
industrial-type building partitioned into two units. Other site
development includes asphalt paved parking around the existing
structure. All onsite development would be demolished in order to
accommodate the proposed apartment building and subterranean
parking level.

Off-site improvements would include the construction or installation of
curbs, gutters, sidewalks, street lights, and street trees.

The existing zoning designation is LCR4YY; there will not be a zone
change.



Slauson Station Apartments Project
HUD - NEPA - Environmental Assessment/Finding of No Significant Impact
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Slauson Station Apartments

HUD - NEPA - Environmental Assessment/Finding of No Significant Impact
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HUD - NEPA - Environmental Assessment/Finding of No Significant Impact
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Slauson Station Apartments Project
HUD - NEPA - Environmental Assessment/Finding of No Significant Impact

Phot - Loing south/southwest at the AE Metal Photo 5- Looking northeast at existing dwellings located east
Fabricating facility. of the proposed project site

Photo 6 - Looking west down 61st Street towards the Metro
Link and Union Pacific Railroad lines.
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HUD - NEPA - Environmental Assessment

Project Name and Identification Number: Slauson Station Apartments Project/ HMDO001

Source or Documentation
(See Attached References)

Impact Categories

No Impact Anticipated
Potentially Beneficial
Potentially Adverse Requires
Documentation Only

Potentially Adverse
Requires More Study

Needs Mitigation

Requires Project Modification

Land Development

Conformance With The existing zoning designation for the project site is
Comprehensive Plans and LCRA4YY; there will not be a zone change. The site is
Zoning located in an area characterized primarily by a mix of
single- and multi-family residences and industrial uses.
The proposed project would be consistent with the
character of the surrounding area.

X

Compatibility and Urban X The project site is in an area characterized primarily by
Impact single-family residential uses located to the north, south,
east, and west of the project site, while the project site itself
is marked by industrial development. The ARE Metal
Fabricating facilities are located across the street from the
project site at 1708 E. 61% Street. As the majority of
development surrounding the project site consists of
residential uses, the conversion of the site from an
industrial to a residential use would result in development
that is compatible with existing development within the
neighborhood.

The Metro Link and Union Pacific Railroad lines are located
approximately 45’-65’ to the west of the project site. As
discussed below under “Noise,” mitigation measures would
be required to attenuate interior noise levels such that they
are compatible with the proposed residential use of the
property. As discussed under “Hazards and Nuisances,”
the subject property has a history of industrial activities that
have resulted in on-site soil contamination and potential
groundwater contamination (a, b, k, I). Mitigation measures
would be included in order to ensure that remediation and
cleanup of contaminated soils and possibly contaminated
groundwater occurs prior to the introduction of residential
uses on-site.

Slope X The project site is relatively flat. No major topographic
modifications would be required.

Erosion X The project site is flat. There is no evidence of any
substantial erosion problems on-site (f).

Soil Suitability X The area within which the project site is located is mantled
by Holocene age floodplain terrace deposits (silts, sands,
and gravels) (b). The Holocene deposits overlie
Pleistocene age deposits of the San Pedro Formation.
There is no evidence of soil suitability problems for the
purposes of structural stability. Routine soil tests would
need to be conducted to determine foundation design
parameters for new structures. As discussed below under
“Hazards and Nuisances,” soil remediation activities would
be required prior to construction of the proposed apartment




HUD - NEPA - Environmental Assessment

Project Name and Identification Number: Slauson Station Apartments Project/ HMDO001

Impact Categories

No Impact Anticipated

Potentially Beneficial

Potentially Adverse Requires
Documentation Only

Potentially Adverse

Requires More Study

Needs Mitigation

Requires Project Modification

Source or Documentation
(See Attached References)

building and subterranean parking level in order to remove
and dispose of contaminated soils found on-site.

Hazards and Nuisances,
Including Site Safety

According to the “Phase | Environmental Site Assessment”
(b) and “Limited Phase Il Environmental Site Assessment”
(c) prepared for the project site, former industrial activity at
the project site has resulted in soil contamination in at least
two areas on-site. Elevated concentrations [i.e., above ten
times the soluble threshold limit concentration (STLC)] of
certain metals including cadmium, lead, and zinc were
detected in at least two sample locations. Soil sample
results also indicated that: minor quantities of cyanide,
benzene, and toluene exist on-site; and several other
metals exist on-site at concentrations higher than
anticipated background levels (although less than ten times
the STLC). In addition, other areas on-site, including two
reported former septic tanks/dry wells, might have been
subject to industrial activities that have resulted in soil
contamination. As such, mitigation measures are included
that consist of the following: (1) additional subsurface
investigations to assess the lateral and vertical limits of the
contaminated soils and to confirm the location and
configuration of the dry wells; and (2) implementation of a
remedial action plan to monitor, cleanup, and remove
contaminated soils and potentially contaminated
groundwater.

Energy Consumption

Project operation would incrementally increase the
consumption of energy. However, these resources are
available both locally and regionally; therefore, no
significant impact to the availability of energy resources is
expected. The project would comply with energy
conservation requirements of Title 24 of the California
Administrative Code.

Noise

Effects of Ambient Noise on
Project and Contribution to
Community Noise Levels

Project construction would generate short-term noise level
increases. Local noise ordinances would apply.

The proposed project would not generate substantial noise
in the long term. A noise measurement taken at the project
site revealed that ambient noise levels are within the range
of 43-85 dBA Ldn, with an average of 64 dBA Leq. On-site
noise levels could potentially exceed HUD's 65 dBA Ldn
residential standard (f), primarily due to the proposed
project site’s proximity to the Metro Link and Union Pacific
Railroad tracks. Therefore, mitigation measures would be
applied, which include the use of noise-attenuating
construction techniques (e.g., double pane windows and
insulation) to reduce interior noise levels to an acceptable
level.




HUD - NEPA - Environmental Assessment

Project Name and Identification Number: Slauson Station Apartments Project/ HMDO001

Impact Categories

No Impact Anticipated

Potentially Beneficial

Potentially Adverse Requires
Documentation Only

Potentially Adverse
Requires More Study
Needs Mitigation
Requires Project Modification

Source or Documentation
(See Attached References)

Air Quality

Effects of Ambient Air Quality
on Project and Contribution to
Community Air Pollutant
Levels

X

The project site is located in the South Coast Air Basin,
which is a nonattainment area for ozone, carbon monoxide,
nitrogen dioxide, and fine particulate matter (PMy) (n).
Project occupants would therefore be exposed to potentially
unhealthful ambient air because this regional condition
cannot be feasibly mitigated.

Emissions associated with operation of the proposed
project would not be expected to exceed locally adopted
significance thresholds. As the project is an urban
redevelopment project, it would not significantly increase
regional emissions of air pollutants. The infill development
would likely reduce overall vehicle miles traveled regionally
and associated air pollutant emissions.

Environmental Design

and Hi

storic

Values

Visual Quality - Coherence,
Diversity, Compatible Use,
and Scale

The project involves the construction of multiple family
housing in an area characterized primarily by single and
multiple family residential development. The proposed
project would not pose any compatibility conflicts in terms of
use or scale. The project site is subject to noise levels
potentially exceeding HUD residential standards (see above
discussion under 'Noise"); therefore, mitigation is required to
achieve an acceptable interior noise environment.

Historic, Cultural, and
Archaeological Resources

Historic and archaeological evaluations have been
completed and are attached as appendices to this
environmental assessment. The project is not expected to
disturb either historic or archaeological resources (a, m);
nevertheless, if previously unidentified archaeological
resources are identified during grading or construction,
work will need to be temporarily suspended while the find is
evaluated by a qualified archaeologist.

Socioeconomic Conditions

Demographic/Character
Changes

X

The proposed project would result in an increase of 30
dwelling units in the area. Assuming four persons per
household, this would add a population of about 120. This
number of units/persons would not significantly alter the
demographic character of the area.

Displacement

The proposed project would involve the demolition of the
existing industrial buildings on-site. However, the buildings
are currently vacant and would not result in the
displacement of people, residences, or businesses.

Employment and Income
Patterns

The project would generate short-term employment
opportunities during construction. No change in
employment or income patterns is anticipated in the long
term.
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Project Name and Identification Number: Slauson Station Apartments Project/ HMDO001
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Community Facilities and Services

Educational Facilities X The project would generate a limited number of new
students who would attend Lillian Elementary School,
Edison Middle School, and Huntington Park High School (i).
The project would be required to pay applicable school
impact fees to offset school facility costs associated with
increased school enrollment.

Commercial Facilities X The project site is currently developed with an industrial
building and surface parking that were formerly occupied by
Superior Pacific Galvanizing and Galvanized sheet metal, a
commercial zinc coating operation and a steel fabricator
(respectively). However, the building has been vacated.
The proposed residential project does not include a
commercial component.

Health Care X Health care is provided at several facilities in the area,
including Community Hospital of Huntington Park, St.
Francis Medical Clinic, Southern California Surgery, Charter
Suburban Hospital, and Mission Hospital. No adverse
impacts to health care services are anticipated.

Social Services X The project would provide additional housing for the
residents of Los Angeles. It would not adversely affect any
social services.

Solid Waste X Construction activity would generate solid waste in the
short-term. All construction activity would be required to
implement local policies concerning recycling/reuse of
construction wastes. Solid waste generated by the project
would not significantly affect the lifespans of area landfills.
Nevertheless, because of ongoing concerns about regional
landfill capacity, project design should accommodate solid
waste recycling activities.

Waste Water X The project site is located in an urbanized area with
infrastructure already in place. The project would
incrementally increase wastewater generation as compared
to the current use, but would not be expected to require
significant upgrades to wastewater conveyance or
treatment facilities. Any necessary minor system upgrades
would be constructed in conjunction with the project.

Storm Water X The project site is currently developed with an industrial
building and surface parking areas. Development of the
site may incrementally increase the amount of impervious
surface area onsite. However, storm drainage facilities are
in place and have been sized to accommodate urban
development. Moreover, the proposed project would be
required to employ Best Management Practices (BMPs),
including a Standard Urban Stormwater Mitigation Plan
(SUWMP) pursuant to the terms of the Los Angeles County
Stormwater Permit (g).
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Water Supply X The project would incrementally increase water

consumption as compared to the current use but is not
expected to significantly affect water supply. Nevertheless,
because of ongoing concerns about water supply in the
Southern California region, water conservation measures
shall be incorporated into the design of the project.

Public Safety

Police

Police protection services in the vicinity are provided by the
Los Angeles County Sheriff's Department, located at 301 S.
Willowbrook Avenue (j). The project is not expected to
adversely affect police services.

Fire

Fire protection services are provided by the Los Angeles
County Fire Department, Station 164, located at 6301 S.
Santa Fe Avenue, Huntington Park, which would provide
fire protection, paramedic, and emergency medical
technician services to the project site (h). Assuming
compliance with Fire Department requirements, no adverse
impacts to fire protection services are anticipated.

Emergency
Medical

The Los Angeles County Fire Department, Station 164
would provide emergency medical services (h). Emergency
victims would be taken to Community Hospital (located
approximately 1.10 miles from the proposed project site) or
St. Francis Medical Clinic (located approximately 1.21 miles
from the proposed project site). No adverse impacts to
emergency medical services are anticipated.

Open Space And Recreation

Open Space The proposed project would not adversely affect existing or
planned open space.
Recreation Bethune Park, located approximately one-half mile from the

proposed project site at 1244 E. 61st Street, and Roosevelt
Park, located approximately one mile from the project site
at 7600 Graham Avenue, would provide recreational
opportunities for the residents of the proposed project. The
proposed project would incrementally increase demand for
recreational facilities, but would not adversely affect existing
or planned parks.

Cultural Facilities

The proposed project would not adversely affect any
cultural facilities.

Transportation

The project site can be accessed via the Interstate 10
Freeway, Alameda Street exit, and the Interstate 110
Freeway, Slauson Avenue exit. Based on a rate of 6.72
daily trips per unit, the proposed project would result in the
construction of 30 multiple family dwelling units, which
would generate an estimated 202 new daily vehicle trips
(e). This is less than the 500-trip threshold at which the
County of Los Angeles typically requires a traffic study.
Therefore, significant impacts to the local circulation system
are not anticipated.
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Natural Features

Water Resources X No water resources are located in the site vicinity; the
closest body of water is the Los Angeles River, which is
located approximately 2.5 miles northeast of the project
site.

Surface Water X No impacts to the Los Angeles River (i.e., the closest
surface water) are anticipated.

Watercourses X As stated above, the nearest watercourse is the
channelized Los Angeles River. No impact to the Los
Angeles river is anticipated.

Unigue Natural Features and X The project site is in a highly urbanized area that lacks

Agricultural Lands unique natural features. No active agricultural lands or
agriculturally zoned lands are present.

Vegetation and Wildlife X The project site is in a highly urbanized area. The
proposed project site is developed with an industrial
building and surface parking. No important biotic
communities remain. No wildlife was observed on-site.
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Area of Statutory/ Not Consultation Permits Project Conditions Note Compliance
Applicable| Required | Required and |Consistent with and/or ;
Regu'.atory To this and Obtained Applicable Mitigation Documentation
Compllance Project Completed Policies Actions
Required
1. Historic Properties X Archaeological and historical
36 CFR 800 (CDBG) assessments have been conducted
36 CFR 801 (UDAG) and are attached as appendices to
this environmental assessment.
Although no archaeological resources
are known to exist on-site, work
should be halted temporarily in the
event that as yet undiscovered
resources are uncovered during
grading (a). None of the existing
buildings on-site are listed or eligible
for listing on the National Register of
Historic Places (m).
2. Floodplain Management X The project area has a Flood Zone
42 FR 26951 designation of C, an area of minimal
flooding (d).
3. Wetlands Protection X No wetlands are located on or near
42 FR 26951 the project site.
4. Coastal Zone Plan X The project site is not located in the
16 U.S.C. 1451 Coastal Zone.
5. Sole Source Aquifers X No impact to primary drinking water
42 U.S.C. 201, 300(g) sources is anticipated.
and 21 U.S.C. 349
6. Endangered Species X No endangered species are located in
16 U.S.C. 1531 the area.
7. Wild and Scenic Rivers X No wild or scenic rivers are located in
16 U.S.C. 1271 the site vicinity.
8. Air Quality Protection X The project site is located in the South
42 U.S.C. 7401 Coast Air Basin, which is a
nonattainment area for ozone, carbon
monoxide, nitrogen dioxide, and fine
particulate matter (PMyo) (n). Project
occupants would therefore be
exposed to potentially unhealthful
ambient air because this regional
condition cannot be feasibly mitigated.
Emissions associated with operation
of the proposed project would not be
expected to exceed locally adopted
significance thresholds. As the project
is an urban infill redevelopment
project, it would not significantly
increase regional emissions of air
pollutants. The infill development
would likely reduce overall vehicle
miles traveled regionally and
associated air pollutant emissions.
9. Farmland Protection X No agricultural uses are located on-

7U.S.C. 4201

site, nor is there any agricultural land
in the area.
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10. Environmental Justice X The project would contribute to the
Executive Order 12898 stock of multifamily residences within
Los Angeles. With the implementation
of the recommended mitigation
measures, the proposed project would
not expose minority or low-income
groups to hazardous environmental
conditions.
Area of Statutory/ Not Consultation Permits Project Conditions Note Compliance
Applicable| Required | Required and |Consistent with and/or ;
Regullgtory To this and Obtained Applicable Mitigation Documentation
Compliance Project Completed Policies Actions
Required
11. HUD Environmental Standards, 24 CFR 51 as amended
a. Noise Abatement X Project construction would generate

24 CFR 51B

short-term noise level increases.
Local noise ordinances would apply.

The proposed project would not
generate substantial noise in the long
term. A noise measurement taken at
the project site revealed that ambient
noise levels are within the range of 43-
85 dBA Ldn, with an average of 64
dBA Leq which does not exceed
HUD's 65 dBA Ldn residential
standard (f). However, due to the
proposed project site’s proximity to the
Metro Link and Union Pacific Railroad
tracks, new residential uses could be
exposed to periodic noise levels in
excess of HUD standards. Therefore,
mitigation measures would be applied,
which include the use of noise-
attenuating construction techniques
(e.g., double pane windows and
insulation) to reduce interior noise
levels to an acceptable level.

b. Landfill Hazards X The project site is not subject to any
CPD Letter 79-33 known landfill hazards.
c. Upset Hazards X The project site is not subject to any
24 CFR 51B known upset hazards.
d. Flammable Oper. X The project site is not subject to any
24 CFR 51C known flammable operations or
explosives.
e. Toxic/Radioactivity X As discussed above under “Hazards
HUD Notice 79-33 and Nuisances,” the proposed project
site has a history of industrial activities
that have resulted in soil
contamination (b, c, k, ). However,
implementation of the suggested
mitigation measures would ensure that
contaminated soils are removed and
cleaned up prior to the introduction of
residential uses on-site.
f. Airport Clear Zones X The project site is not in an airport

24 CFR 51D

clear zone.
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Summary of Findings and Conclusions:

The project involves construction of a 30-unit apartment building over a subterranean parking garage that would
accommodate 46 parking spaces. The subject property is approximately 27,000 square feet in size and is
developed with a corrugated metal and wood, single-story industrial-type building partitioned into two units.
Other site development includes asphalt paved parking around the existing structure. All onsite development
would be demolished in order to accommodate the proposed apartment building and subterranean parking level.

The existing zoning designation for the project site is LCR4YY; there will not be a zone change. The site is
located in an area characterized primarily by a mix of single- and multi-family residences and industrial uses.
The proposed project would be consistent with the character of the surrounding area.

Project construction would generate short-term noise level increases. Local noise ordinances would apply. The
proposed project would not generate substantial noise in the long term. On-site noise levels may exceed HUD's
65 dBA Ldn residential standard due to the project site’s proximity to the Metro Link and Union Pacific Railroad
tracks. Therefore, mitigation measures would be applied, which include the use of noise-attenuating construction
techniques (e.g., double pane windows and insulation) to reduce interior noise levels to an acceptable level.

The project site is flat and displays no evidence of erosion or soil suitability problems. No important, rare, or
endangered plant species or wildlife exist on the site.

The proposed project would not significantly affect public facilities or services. The project site is currently
developed with an industrial building and surface parking that were formerly occupied by Superior Pacific
Galvanizing and Galvanized sheet metal, a commercial zinc coating operation and a steel fabricator
(respectively). However, the building has been vacated.

The project is not expected to disturb either historic or archaeological resources (a, m); nevertheless, if previously
unidentified archaeological resources are identified during grading or construction, work will need to be
temporarily suspended while the find is evaluated by a qualified archaeologist.

The project would not consume substantial quantities of water or energy, or generate substantial quantities of
solid waste or wastewater. Nevertheless, water conservation measures and recycling facilities should be
incorporated into project design. The site is within Flood Zone C, an area characterized by minimal flooding.

The proposed project would not significantly affect local or regional air quality. It would incrementally increase
daily traffic volumes in the area. However, the estimated 202 new trips that would be generated are less than the
local threshold level; therefore, significant impacts to the local circulation system are not anticipated.

Summary of Environmental Conditions:

The project site is flat and is currently occupied by a vacant industrial building and surface parking area. The
project site is flat and displays no evidence of erosion or soil suitability problems, though contaminated site soils
would need to be remediated. No important, rare, or endangered plant species or wildlife exist on the site. In
addition, unique natural features are not present on the site.

Project Modifications and Alternatives Considered:

No unavoidably significant impacts were identified for the proposed project. Therefore, project alternatives or
modifications have not been considered.
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Mitigation Measures Required:

The following mitigation measures are required:

1.

Noise. In order to achieve an acceptable interior noise level of 45 dBA Ldn or lower, the following or their
functional equivalent shall be incorporated into project design:

e Air conditioning or mechanical ventilation systems that allow windows to remain closed;

e Double paned glass in windows and sliding glass doors;

o Mounting of windows in low air infiltration rate frames [0.5 cfin or less, per American National Standard Institute
(ANSI) specifications];

e Solid core exterior doors with perimeter weather stripping and threshold seals;

e Exterior walls consisting of stucco, brick veneer, or wood siding with a 1/2” minimum thickness fiberboard
underlayer; and,

o Baffling of roof or attic vents facing the noise source.

In addition, usable outdoor areas (yards, balconies) shall be oriented away from the Blue Line railroad tracks,
as feasible.

Historic, Cultural, and Archaeological Resources. No archaeological resources are known to be on the
project site. However, in the event that archaeological resources are unearthed during project construction, all
earth disturbing work within the project’s archaeological area of potential effect (APE) must be temporarily
suspended until a qualified archaeologist has evaluated the nature and significance of the find. If human
remains are unearthed, State Health and Safety Code Section 7050.5 requires that no further disturbance shall
occur until the County Coroner has made the necessary findings as to origin and disposition pursuant to
Public Resources Code Section 5097.98. If the remains are determined to be of Native American descent, the
coroner has 24 hours to notify the Native American Heritage Commission.

Solid Waste Recycling. Because of ongoing concerns about available landfill capacity, project design shall
incorporate space for separate bins for waste and recyclable materials.

Water Supply. Because of ongoing concerns about regional water supplies, the following shall be
incorporated into project design:

e Landscaped areas shall be planted with drought-tolerant species, minimizing to 50% areas dedicated to
turf. Irrigation shall be accomplished with drip systems. Planting beds shall be heavily mulched in
accordance with water-conserving landscape design practice.

e All structures shall be fitted with water conserving fixtures, including, but not limited to, low flow
faucets and toilets.

Remediation Activities. The proposed project shall comply with the recommendations provided in the
“Environmental Investigation/Remediation” (2004) proposal and “Proposal for Supplemental Environmental
Assessment” (2005) prepared by Meredith and Associates, Inc. Soil remediation activities shall include, but
not be limited to, the following;:
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e Soil sampling and testing in the immediate vicinity of any drywells encountered on-
site;

¢ Cleanup and monitoring of soils pursuant to all applicable rules and regulations; and,
e Identification of additional soil investigation or cleanup activities as needed.

6. Additional Modifications. Minor changes to the mitigation measures required as a condition of funding

approval are permitted, but can only be made with the approval of the Executive Director of the Community
Development Commission (CDC) of Los Angeles County.
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1. Is the project in compliance with applicable laws and

regulations? XlYes [ JNo
2. Is an EIS required? [ ]JYes X]No

3. A Finding of No Significant Impact (FONSI) can be made. The project will not
significantly affect the quality of the human environment. DXYes [ JNo

Basic Reasons Supporting Decision:

The project site is in a highly urbanized area that lacks significant constraints to development.
The proposed project would involve appropriately-scaled infill development. It would generally
improve the appearance of the site and would not create any significant impacts that cannot be
avoided through implementation of mitigation measures.

The following mitigation measures are required:

1. Noise. In order to achieve an acceptable interior noise level of 45 dBA Ldn or lower, the
following or their functional equivalent shall be incorporated into project design:

o Air conditioning or mechanical ventilation systems that allow windows to remain closed;

e Double paned glass in windows and sliding glass doors;

e Mounting of windows in low air infiltration rate frames [0.5 cfm or less, per American National
Standard Institute (ANSI) specifications];

e Solid core exterior doors with perimeter weather stripping and threshold seals;

e Exterior walls consisting of stucco, brick veneer, or wood siding with a 1/2” minimum thickness
fiberboard underlayer; and,

e Baffling of roof or attic vents facing the noise source.

In addition, usable outdoor areas (yards, balconies) shall be oriented away from the Blue Line
railroad tracks, as feasible.

2. Historic, Cultural, and Archaeological Resources. No archaeological resources are known to
be on the project site. However, in the event that archaeological resources are unearthed
during project construction, all earth disturbing work within the project’s archaeological area
of potential effect (APE) must be temporarily suspended until a qualified archaeologist has
evaluated the nature and significance of the find. If human remains are unearthed, State
Health and Safety Code Section 7050.5 requires that no further disturbance shall occur until
the County Coroner has made the necessary findings as to origin and disposition pursuant to
Public Resources Code Section 5097.98. If the remains are determined to be of Native
American descent, the coroner has 24 hours to notify the Native American Heritage
Commission.

3. Solid Waste Recycling. Because of ongoing concerns about available landfill capacity,
project design shall incorporate space for separate bins for waste and recyclable materials.

4. Water Supply. Because of ongoing concerns about regional water supplies, the following
shall be incorporated into project design:
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e Landscaped areas shall be planted with drought-tolerant species, minimizing to 50%
areas dedicated to turf. Irrigation shall be accomplished with drip systems. Planting
beds shall be heavily mulched in accordance with water-conserving landscape design
practice.

e  All structures shall be fitted with water conserving fixtures, including, but not limited to,
low flow faucets and toilets.

5. Remediation Activities. The proposed project shall comply with the recommendations
provided in the “Environmental Investigation/Remediation” (2004) proposal and “Proposal
for Supplemental Environmental Assessment” (2005) prepared by Meredith and Associates,
Inc. Soil remediation activities shall include, but not be limited to, the following;:

e Soil sampling and testing in the immediate vicinity of any drywells
encountered on-site;

e Cleanup and monitoring of soils pursuant to all applicable rules and
regulations; and,

o Identification of additional soil investigation or cleanup activities as
needed.

6. Additional Modifications. Minor changes to the mitigation measures required as a condition
of funding approval are permitted, but can only be made with the approval of the Executive
Director of the Community Development Commission (CDC) of Los Angeles County.

The proposed project would not result in significant impacts to the environment and a Finding of
No Significant Impact can be made.

Prepared by: Dan Klemann, MA Title: Environmental Planner
Date: 5/16/05

Concurred in: Donald Dean Title: Environmental Officer, CDC
Date: 5/16/05
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SAN BUENAVENTURA RESEARCA ASSOCIATES MEMORANDUM

1328 Woodland Drive ® Santa Paula CA ® 93060 805/525-1909

To:
From:
Date:
Re:

Fax 805/525-1597
sbra@historicresources.com
www. historicresources.com

Joe Power, Rincon Consultants, Inc.

Judy Triem, San Buenaventura Research Associates

7 April 2005

Section 106 Evaluation, Slauson Station Apartments

. Description of Undertaking

The Los Angeles County Community Development Commission plans to use federal funds to construct a
30-unit apartment building over a subterranean parking garage for 46 cars on a 27,000 square-foot
parcel at 1707-1717 East 61st Street in unincorporated Los Angeles. Two existing light industrial
buildings will be demolished.

Off-site improvements will include curbs, gutters, sidewalks, street lights and street trees.

. Area of Potential Effect

The Area of Potential Effect (APE) includes the project site itself (APN 6009-008-021, 022, 023), the
adjacent properties and the properties across East 61st Street from the project site.

. Description of Location of Undertaking

The project site contains two industrial buildings and equipment related to its use as a galvanizing
business. [Photos 1-2]

Adjacent to the project site on the west is a residence and adjacent to that are the elevated Metro
Blue Line tracks. [Photo 3] Adjacent to the project site on the east are single family residences from

the 1920s through the 1940s. [Photo 4]

Across East 61st Street from the project site, are single family residences from the 1920s. [Photo 5]

. Historic Resources/National Register Determination

Historical Background

The project site is located in unincorporated Los Angeles County known as Florence-Graham. A small
farming community of Florence existed in the late 18th century on USGS maps, located adjacent to the
Southern Pacific Railroad. Sanborn Maps in 1913 show Florence with a population of 900 centered
along Nadeau Avenue between the Pacific Electric Railway on the west and the Alameda corridor
(Southern Pacific Railroad) on the east.

The community continued to grow with the expansion of industrial areas in adjacent Huntington Park
to the east and Vernon to the north. The project site was part of the Huntington Park Annex that
opened in the 1910s or 1920s, probably as a spill-over from the tremendous growth of Huntington



Section 106 Evaluation, Slauson Station Apartments (2)

Park during this period. During this time the huge Goodyear Tire and Rubber Company plant was built

(1919) on a 74 acre tract just west of Central Avenue and Gage and was a major provider of employ-
ment in the area. Much of the area that is known today as Florence was developed during the 1910s

and 1920s.

Currently, the district is known as Florence-Graham and has a population of around 60,000. The center

is located along Florence Avenue between Miramonte Blvd. and Whitsett Avenue where the library and

the Metro Blue Line railroad station are located. The area has been transitioning to housing as many of
the large industries have left the area.

Physical Description

The project site contains three parcels. The parcel at 1707 E. 61st Street (APN 6009-008-022) is va-
cant and has served as the pipe yard for the adjacent industrial buildings since the first building at
1711 was constructed in 1928-1933, according to Los Angeles County Assessor information.

The second parcel at 1711 E. 61st Street (APN 6009-008-021) contains a combination one and two
story corrugated metal industrial building of 5,842 square feet. On the west side of the building are
large pipes, chimney stacks and equipment related to the building’s use. It's last use was as the Supe-
rior Pacific Galvanizing Company. Sanborn Maps show this company existed in 1950 and was probably
the original occupant of the site.

The third parcel at 1717 E. 61st Street (APN 6009-008-020, 019) contains a large combination one
and two story corrugated metal and wood building, of 10,576 square feet, used for pipe fabrication
and welding. This building was constructed in 1941-1947 according to Los Angeles County Assessor
information.

Adjacent to the project site to the west is a single family bungalow residence built ca 1920. Adjacent
to the project site on the east is a single family residence built ca 1940. Across the street from the
project site are single family residences from the 1920s and a one-story industrial building, probably
from the 1940s or 1950s.

National Register Eligibility

The criteria for determining eligibility for listing on the National Register of Historic Places (NRHP)
have been developed by the National Park Service. Properties may qualify for NRHP listing if they:

A. are associated with events that have made a significant contribution to the broad patterns of our
history; or

B. are associated with the lives of persons significant in our past; or

C. embody the distinctive characteristics of a type, period, or method of construction or that repre-
sent the work of a master, or that possess high artistic values, or that represent a significant and
distinguishable entity whose components may lack individual distinction; or

D. have yielded, or may be likely to yield, information important in prehistory or history.

The industrial metal buildings do not appear to be associated with an event that has made a signifi-
cant contribution to the history of the Florence community (Criterion A) Although they were part of
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the early industrial development of the region, the Superior Galvanizing Company does not appear to
have played a significant role in this development.

The site does not appear to be associated with the lives of any significant persons (Criterion B). The
buildings do not embody the distinctive characteristics of a type or method of construction (Criterion
(). The metal industrial buildings are ordinary examples of their style and period. Criterion D applies to
archaeology and is not relevant in this case.

The remaining residences within the APE, built in the 1920s and 1940s, do not appear to be associ-
ated with any event that has made a significant contribution to the history of the Florence community
under Criterion A. They do not appear to be associated with the lives of significant individuals under
Criterion B. They do not embody the distinctive character of a type, period, or method of construction.
They are common examples of the California Bungalow and Minimal Traditional styles. Many if not most
of the residences have been altered with changes to siding and windows.

In conclusion, there are presently no known buildings within the APE that are listed or eligible for
listing on the National Register of Historic Places.

. Information from Local Organizations

No information was collected from local organizations, since there are no historical organizations in
the Florence-Graham community.

. Selected Sources

California Historical Landmarks, 1990

DCI Services. “Phase I Environmental Site Assessment for Light Industrial Property, 1707-1717 East
61st Street, Los Angeles, CA.” Burbank, CA, April, 2004.

Ethnic Survey, Los Angeles County entries.

Federal Register Listings through January, 2005

Los Angeles Assessor’s Office website for parcel information and dates of construction.
Sanborn Maps, Volume 16, sheet 1629, 1923-1950.

USGS Map, Downey Quadrangle, 1893-94, edition of 1902.
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Source: Los Angeles County Assessor, Book 6009, Page 8.
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PHOTO 2. Subject property: 1717 E. 61st Street, facing northeast (6 April 2005).
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PHOTO 3. Building adjacent to project site on west, facing north (6 April 2005).
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PHOTO 4. Buildings adjacent to project site on east, facing northeast (6 April 2005).
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PHOTO 5. View across E. 61st Street from project site, facing southwest ( 5 April 2005).
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CONEJO 2321 Goldsmith Avenue
Thousand Oaks, California 91360
805/494-4309

ARCHAEOLOGICAL email mmaki@adelphia.net
CONSULTANTS

April 6, 2005

Mr. Joe Power

Rincon Consultants, Inc.
790 E. Santa Clara St.
Ventura, CA 93001

Subject: CDC - Slauson Station Apartments
Dear Mr. Power:

Archaeological investigations consisting of a project description review, historic research and site
visit have been completed for the above project. The project involves the construction of a thirty-
unit apartment complex at 1707-1717 East 61* Street in unincorporated Los Angeles County

(Exhibits 1, 2 & 3).

Based on the historic research, Conejo Archaeological Consultants’ (Conejo) field visit, and the
extent of past ground disturbance within the project area, the proposed project is expected to have
no effect on archaeological resources and no further archaeological investigation is warranted at
this time. In the event that buried prehistoric or historic materials are exposed during
construction, all earth disturbing work within the vicinity of the find must be temporarily halted
until a qualified archaeologist can evaluate the nature and significance of the find, as detailed at

the end of this report.

An overview of the proposed project, historic research findings, field visit results, and the

resultant recommendations are presented below.
Project Location and Description

The project’s area of potential effect (APE) is located in Township 2 South, Range 13 West, in
Section 21 on the 1981 USGS 7.5" South Gate Quadrangle (Exhibit 3). The approximate 0.62-
acre rectangular shaped project APE is located at 1707-1717 East 61* Street in the community of
Florence, Los Angeles County (APNs 6009-008-021, 022 & -023) (Exhibit 2). The property is
flat and developed with a corrugated metal and wood, single story warehouse-type structure
partitioned into two units and an asphalt-paved yard. The building was formerly occupied by the
Superior Pacific Galvanizing Company (1707 and 1711) and Galvanized Sheet Metal (1717).

The project requires that all structures on the subject property shall be demolished.
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The project consists of the construction of a 30-unit apartment building over a subterranean
parking garage for 46 cars. Off-site improvements will include curbs, gutters, sidewalks, street

lights and street trees.

The project APE is bounded by single-family residences to the north, east and west, and by East
61" Street, single-family residences and a metal fabrication plant to the west. The Blue Line
tracks are located approximately 18 meters (60 ft.) to the west of the project APE. No stands of
native vegetation occur on or adjacent to the APE. The Los Angeles River is located

approximately 3.2 kilometers (2 miles) east of the project APE.
Historic Research

South Central Coastal Information Center

A record search was conducted at the South Central Coastal Information Center housed at CSU
Fullerton by Mary Maki on April 4, 2005. No prehistoric sites are recorded within a 0.5-mile
radius of the project APE. Seven historic archaeological sites, CA-LAN-2839H, 2846H, -2849H,
-2854H, -2860H, -2870H, and -2871H, are recorded within a 0.5-mile radius of the APE. All five
of these historic archaeological sites are located along the Southern Pacific Railroad and are at
least a 0.25-mile distance from the project APE. The Union Pacific Railroad (now Southern
Pacific Railroad) along Alameda Street is also a recorded historical resource. Neither the railroad
nor the seven historic archaeological sites will be directly or indirectly impacted by project

implementation.

Seven archaeological investigations have been conducted within a 0.5-mile radius of the project

APE, none of which included the subject property.

Federal & State Historic Listings

The listings of the National Register of Historic Places (NRHP) (National Park Service 2005),
California Historical Landmarks and California Points of Historical Interest (Office of Historic
Preservation 2005a & 1992) include no properties within or adjacent to the project APE. The
California State Historic Resources Inventory lists no significant historical properties within or

adjacent to the project APE (Office of Historic Preservation 20045b).

Historic Maps

The 1923 Sanborn Fire Insurance Map of the general project area shows a residence at 1707 East
61* Street, while the remainder of the project site is shown as vacant (DCI Services 2004:6). In
1923, the area around the project site was a partially developed residential neighborhood (DCI
Services 2004:6).

The 1942 USGS 15° Watts Quadrangle shows the project site and surrounding area as developed.
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The 1964 7.5° South Gate Quadrangle shows the project site and surrounding area as developed.

Building Permits

The Los Angeles County Office of Assessor records state that the buildings within the project
APE were constructed in 1928/1933 (1711) and 1941/1947 (1717) for industrial use (Los Angeles
County Office of Assessor 2005).

Site Visit
A project site visit was conducted by Ms. Maki on April 4, 2005 (Exhibits 2 & 3). The ground
surface throughout the 0.62-acre project APE is either covered by structures or paved over, which
made an archaeological survey unfeasible. Only industrial structures are present within the
project APE. The residence shown on the 1923 Sanborn Fire Insurance Map is no longer present.

Historian Judy Triem is in the process of conducting a Section 106 review of the project APE’s

built environment.

The ground surface throughout the project APE has been graded flat and disturbed by the
construction of the existing structures. Further ground disturbance has occurred from the

construction of cesspools and trenching for water, sewage and gas lines
Summary & Recommendations

Section 106 of NHPA requires that Federal agencies take into account the effects of their
undertaking on historic properties and that a substantial impact on the environment will occur if
the project will adversely effect significant prehistoric or historic resources. The significance of a
historic resource is based on whether or not it meets the criteria of eligibility for listing on the
National Register of Historic Places.

Pavement and development covered the ground surface throughout the project APE, thereby
making an archaeological survey unfeasible. Therefore, to determine the probable presence or
absence of archaeological resources within the project APE, intensive background research was
conducted. No evidence of prehistoric or historic archaeological resources within the APE was
indicated by the background research, which included a review of the following sources:

e  South Central Coastal Information Center records;
e Federal and state historic listings.

e Historic Sanborn Fire Insurance Maps;

e Historic USGS quadrangles;

e Los Angeles County Office of Assessor records; and
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e DCI Services 2004 Phase I Environmental Site Assessment and Limited Phase II

Environmental Site Assessment for the subject property.

Based on the background research results in combination with the extent of previous ground
surface disturbance, no prehistoric or historic archaeological resources are known or expected to
occur within the project APE. Therefore, no further archaeological investigation is warranted at
this time as long as the following two recommendations are incorporated as conditions of project
approval.

1. In the event that archaeological resources are exposed during project construction, all
earth disturbing work within the vicinity of the find must be temporarily suspended or
redirected until an archaeologist has evaluated the nature and significance of the find.
After the find has been appropriately mitigated, work in the area may resume. A
Gabrielino/Tongva representative shall be retained to monitor any earth disturbing

mitigation work associated with Native American cultural material.

2. If human remains are unearthed, State Health and Safety Code Section 7050.5 requires
that no further disturbance shall occur until the County Coroner has made the necessary

findings as to origin and disposition pursuant to Public Resources Code Section 5097.98.

Please call me at (805) 494-4309 if you have any questions. Thank you for using Conejo

Archaeological Consultants for your cultural resource management needs.

Sincerely,

Mary K. Maki, M.A., RPA
Archaeologist
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Sources Cited

DCI Services

2004 Phase I Environmental Site Assessment for Light Industrial Property, 1707-1717
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2004 Limited Phase II Environmental Site Assessment for Superior Pacific Galvanizing,
1711 E. 61* Street, Los Angeles, CA 90001. Prepared for Smick, Inc.

Los Angeles County Office of the Assessor
2005 http://assessormap.co.la.ca.us/mapping/viewer.asp.
National Park Service

2005 National Register of Historic Places. http://www.cr.nps.gov/nr/research/nris.htm.
Department of the Interior.

Office of Historic Preservation

2005a California Historical Landmarks.
http://ceres.ca.gov/geo_area/counties/LosAngeles/landmarks.html. Department of
Parks and Recreation, Sacramento, California.

2005b Directory of Properties in the Property Data File for Los Angeles County.
Department of Parks and Recreation, Sacramento, California, 03-08-05.

1992 California Points of Historical Interest. Department of Parks and Recreation,
Sacramento, California.
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Slauson Station Apartment Project
1707-1711 East 61" Street
Florence, Los Angeles County

Exhibit 1
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a public body corporate and politic

and

SLAUSON STATION APARTMENTS, L.P.
a California Limited Partnership

for a loan in the principal amount of

$ 2,400,000

May  , 2006
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LOAN AGREEMENT

Transaction Summary

Project Name;_Slauson Station Apartments

Borrower Name: Slauson Station Apartments, L.P.
Limited Partnership O LLC O Nonprofit Public Benefit Corporation OOther

HOME Loan Amount: $§ 2,400,000 Interest Rate: 3% simple, 10% Default

Repayment term: _30 years. Repayment type: X residual receipts (__50 %, or pro rata
share with )

Total Number of Units in Project: 30 Number of HOME-assisted units 29

Location (Jurisdiction): Incomporated X Unincorporated  Florence- Firestone

Site Acreage: .62 _ aces

Project Type: rental for O Seniors ___ years and older Families _ X

O special needs (specify ___)

Use of HOME Loan Funds: O Acquisition X Construction X Permanent O Collateral Pledge
O Rehabilitation X Predevelopment

Affordability 55 years; No./size of HOME units, income levels: 29 HOME units.

( Bedroom | 1 Bedroom | 2 Bedrooms | 3 Bedrooms | 4 Bedrooms | Totals
50% Income™ 5 14 10 29
Manager 1 1
Totals 5 15 10 30

* Area Median Ihcome

Other Project Financing Sources / Priority Relative to Commission Loan:
Note: Final funding amounts are subject to change.

$856,150 Xlsenior Ojuniot Cparity/NA
$5,983,011 Osenior Ojunior Xparity/NA

Conventional Loan
Tax Credit Equity

(1)
(2)

(3) Deferred Developer Fee $ 185,449 Osenior x junior Eparity/NA
(4) AHP $210,000 Osenior X junior Clparity/NA
(5) City of Industry $ 994,682 Osenior X junior Oparity/NA

The foregoing Transaction Summary is provided for the convenience of the parties. In case of
any conflict, the detailed terms below and/or in the attachmenis to this Loan Agreement shall

control.
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THIS LOAN AGREEMENT (“Agreement”) is made as of the day of May, 2006, by
and between the COMMUNITY DEVELOPMENT COMMISSION OF THE COUNTY OF LOS
ANGELES, a public body corporate and politic (*Commission”), and Slauson Station Apartments,
L.P., a California Limited Partnership (listed in the Transaction Summary above) (“Borrower”).
Commission and Borrower are sometimes referred to collectively herein as the “Parties” and each

individually as a “Party”.

RECITALS

A WHEREAS, Borrower desires to borrow the principal amount of TWO MILLION FOUR
HUNDRED THOUSAND HUNDRED DOLLARS ($2,400,000.00} (the “HOME Loan”) from the
Commission for the purpose of providing predevelopment, construction and permanent financing
in connection with the housing development (“Project”) described in the Transaction Summary
above, and as more particularly described in this Agreement. The Commission’s source of funding
for the HOME Loan is provided from the HOME Investment Partnerships Program, 24 CFR Part 92
(“HOME”). The Project will be developed on a site (“Site”) commonly known as 1707 —1717 E. 61
Street, Los Angeles, California, and legally described on Exhibit “B” to this Agreement. A detailed
Project description is attached hereto as Exhibit “F”, and reduced site plans and elevations for the
Project are attached as Exhibit “G”.

B. WHEREAS, other sources of financing for the Project are anticipated to include, but may not
be limited to (i) senior lien financing listed in the Transaction Summary above (“Senior Financing”),
to which the Commission shall expressly subordinate the lien of the Commission's HOME Deed of
Trust; (i) financing junior in priority to the lien of the Commission's HOME Deed of Trust as listed in
the Transaction Summary above (“Junior Financing”); and (iii) other financing sources listed in the
Transaction Summary above (“Other Financing”). '

C. WHEREAS, development and operation of the Project on the terms and conditions provided
in this Agreement will provide affordable housing opportunities for persons of low or very low income
as described in the Transaction Summary above.

E. WHEREAS, as more particularly provided below, Borrower will deliver to the Commission,
among other items, the "HOME Deed of Trust”, “HOME Promissory Note” and the "CC&R's" (as
those terms are defined below) to, respectively, secure repayment of the HOME Loan by Borrower
as provided herein and to ensure that the affordability and habitability of the Project is maintained in
accordance with the terms of those instruments and this Agreement.

F. WHEREAS, the Commission desires to make the Loan to Borrower, on the terms and
conditions set forth herein.

NOW, THEREFORE, the Parties agree as follows:
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LOAN
AGREEMENT

1.0 HOME LOAN.

Commission agrees, subject to the terms and conditions of this Agreement and in
consideration of the representations, covenants and obligations of Borrower contained in this
Agreement, to make the HOME Loan to Borrower, to be used solely for the purposes described
herein.

2.0 HOME PROMISSORY NOTE; HOME LOAN REPAYMENT.

21 Note.

As one of the conditions to disbursement of the HOME Loan to Borrower under
Section 6 below, Borrower shall execute a HOME Promissory Note (the "Note”) in the form of
Exhibit "C" attached hereto, which Note sets forth terms and conditions for the repayment of the
HOME Loan. The Note shall be secured by the “Deed of Trust” as provided below.

2.2 Basic Interest.

The disbursed and unpaid principal balance of the HOME Loan shall bear interest
commencing on the date on which such Loan proceeds are first disbursed for the account of
Borrower as provided herein, and ending on the date paid, at the Applicable Federal Rate published
by the Internal Revenue Service for the month HOME funds are first disbursed, in accordance with
section 1274(d) of the Internal Revenue Code , simple interest ("Basic Rate”). Interest shall be
computed on the basis of actual number of days elapsed and a three hundred sixty (360) day year.
Notwithstanding the foregoing, and without limiting any other remedy of the Commission, amounts
not paid by Borrower when due shall bear interest from the date due to the date paid at the rate of
ten percent (10%) per annum (“Default Rate”).

2.3 Payment Dates and Amounts.

As set forth in greater detail in the Note, Borrower shall repay a minimum amount of SEVEN
HUNDRED THOUSAND DOLLARS ($700,000) by July 24, 2008. The obligation to make this
payment is contingent upon Borrower being City of Industry Funds by the Housing Authority of the
County of Los Angeles (“Industry Funds”) in the minimum amount of $700,000 prior to the
commencement of Construction. In the event that Borower is unable to obtain industry Funds as
outlined herein, then Borrower shall not be obligated to paydown the HOME Program, by said
minimum amount of $700,000. The remaining balance of the HOME Loan, together with accrued
interest at the Basic Rate in arrears, shall be paid in annual installments on the 15™ day of March of
each calendar year for the previous fiscal year, commencing on March 15, 2009. Absent
prepayment or acceleration, each of the annual payments due March 15, 2009 through and
including March 15, 2038 ("Maturity Date”) shall be in an amount equal to fifty percent 50% of
“Residual Receipts” (as defined in the Note) for the prior calendar year. Residual Receipts shall be
calculated and reported to Commission annually for each fiscal year no later than March 15™ of the
following calendar year on forms specified and provided by Commission from time to time. All
calculations and records are subject to audit by Commission. Notwithstanding any other provision
of the Note or this Agreement, unless due sooner, the entire outstanding principal balance of the
HOME Loan together with any outstanding interest and any other sums payable under the Note shall
be due and payable in full on the Maturity Date.
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The term of this Agreement (the “Term”) shall be from the date of this Agreement through
and including the Maturity Date; provided, however, that the use restrictions in Section 10 and the
nondiscrimination covenants in Section 11 shall extend beyond the Term as provided in those

sections.

24 Paymentis Due on Transfer or Refinance.

In addition to the payments provided in Section 2.3 above, and subject to the terms of
the Senior Financing, Borrower shall pay to Commission towards (but not to exceed) any
outstanding amounts associated with the HOME Loan, the “Applicable Percentage” of “Net
Proceeds” of an “Assignment”; and fifty percent (50%) of “Net Refinancing Proceeds” received from
a “Refinancing”, as such temns are defined in the Note.

2.5 Other Funding Sources

The Borrower shall submit in good faith an application to the California Tax Credit
Allocation Committee (“TCAC”) or whatever state agency which shall administer the Low Income
Housing Tax Credit Program, for an allocation of Federal and/or State Tax Credits (“Tax Credits”).
In the event that Tax Credits are obtained for the Project, upon receipt of the equity payments from
the syndication of the Tax Credits, the Borrower shall apply the proceeds of the equity payments
from the syndication of Tax Credits to pay for the Project’s development costs Borrower shalt apply
at least, but no more than, twice in successive applications for nine percent (9%) Tax Credits
beginning with the 2006-B funding cycle.

The Borrower shall also submit in good faith an application for the maximum
feasible allocation of 2006 Industry Funds at the time of application.

3.0 ACCELERATION.

Notwithstanding the payment terms set forth in Section 2 above, upon the occurrence of any
"Event of Default" as set forth in Section 15 below, the entire outstanding principal balance of the
Note, together with any outstanding interest and other amounts payable thereunder, shall, at the
election of Commission and upon notice to Borrower thereof, become immediately due and payable
without presentment, demand, protest or other notice of any kind, all of which are hereby waived by

Borrower.

4.0 PREPAYMENT; APPLICATION OF PAYMENTS.

At any time after the disbursement of the HOME Loan proceeds, Borrower may prepay all or
a portion of the unpaid principal amount of the HOME Loan and accrued interest and any other
sums outstanding without penalty.
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Borrower hereby agrees and understands that the prepayment of the Note shall not relieve
Borrower of the duty to comply with the covenants described in Sections 9, 10, and 11 herein, and
such obligations and covenants shall remain in full force and effect pursuant to their terms. All
payments, including any prepayments or funds received upon acceleration pursuant to Section 3
above, shall be applied first toward any outstanding costs of collection or other amounts (excluding
HOME Loan principal or interest thereon) due under the Note or this Agreement, then toward
outstanding interest accrued at the "Default Rate” of ten percent (10%) per annum (simple interest),
if any, then toward outstanding interest accrued at the Basic Rate, if any, and finally toward the
remaining principal balance under the Note.

5.0 SECURITY AND SOURCE OF PAYMENT.

Borrower's obligation to repay the HOME Loan and any associated interest and other
amounts payable under this Agreement or the Note shall, at all times during which any amount
remains outstanding, be secured by the HOME Deed of Trust ("Deed of Trust”), in the form of
Exhibit “D" attached hereto, recorded against Borrower's interest in the Site and the Project
(collectively, the "Property”). The security interest in the Property granted to Commiission pursuant
to the Deed of Trust shall be subordinate only to the Senior Financing and such exceptions to title
shown in the title report for the Property which are approved in writing by Commission.

Except to the extent any Event of Default hereunder results directly or indirectly from any
willful misconduct, fraud or intentional and material misrepresentation by Borrower in connection
with this Agreement or the HOME Loan, the HOME Loan is a nonrecourse obligation of Borrower
and in the event of the occurrence of an Event of Default, Commission's only recourse under the
Deed of Trust shall be against the Property, the proceeds thereof, the rents and other income
arising from its use and occupancy as provided in the Deed of Trust, and any other collateral given
to Commission as security for repayment of the HOME Loan such that neither Borrower nor any
partner of Borrower shall have personal liability for repayment of the HOME Loan.

6.0 ESCROW; .

6.1 Except to the extent Commission’s Executive Director directs in writing that some or
all of the disbursement and/or deliveries shall occur outside of Escrow, disbursement of the HOME
Loan proceeds in accordance with this Agreement, delivery of the executed Note to Commission,
and recordation of the Deed of Trust and other HOME Loan Documents (as defined in Section
6.2(e) below) to be recorded shall be carried out through an escrow account (“Escrow”) to be
established by the Parties with a title or escrow company (“Escrow Holder") specifically approved in
writing for this transaction by Commission. Borrower shall obtain Commission’s approval of an
Escrow Holder and open Escrow not later than 30 days following execution of this Agreement. The
Parties may execute supplemental instructions to Escrow Holder consistent with the terms of this
Agreement, butin the event of a conflict between the terms of this Agreement and any supplemental
escrow instructions, the terms of this Agreement shall control. Except as otherwise expressly
provided herein, any fees and costs incurred by Escrow Holder in the performance of its duties
hereunder and agreed to be paid by the Parties shall be paid exclusively by Borrower.

6.2 The obligation of Commission to make disbursements of HOME Loan proceeds
under this Agreement shall be expressly subject to satisfaction of all of the foliowing conditions
(collectively, the Closing Conditions) except that not more than TWO HUNDRED FIFTY
THOUSAND DOLLARS ($250,000) may be disbursed solely for the purpose of site remediation
prior to satisfaction of conditions contained in Section 7.0 of this Agreement .
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(a) The execution of this Agreement by the Commission and Borrower, and
delivery of a fully-executed copy to Escrow Holder;

{b) Borrower's due executiocn and deposit into Escrow of the HOME Promissory
Note;

() Borrower's due execution (with notary acknowledgment) and deposit into
Escrow of the covenants, conditions and restrictions (“CC&R's") in the form attached hereto as
Exhibit “E”,

(d) Borrower’s due execution {with notary acknowledgment) and deposit into
Escrow of the Deed of Trust;

(e) Receipt by the Commission from Borrower of such other documents,
certifications and authorizations as are reasonably required by the Commission, in form and
substance satisfactory to the Commission, evidencing that (i) this Agreement, the Note, the Deed of
Trust, the CC&R's and all other documents given or executed in connection herewith (collectively
with this Agreement, the Note, the Deed of Trust and the CC&Rs, the "HOME Loan Documents")
are duly and validly executed by Borrower and constitute the valid and enforceable obligation of
Borrower pursuant to the respective terms, and (ii) the execution and delivery of the Loan
Documents, and the performances thereunder by Borrower, will not breach or violate any law
applicable or governmental regulation to which Borrower is subject nor constitute a breach of or
default under any instrument or agreement to which Borrower may be a party,

) First American Title, North American Title, Chicago Title, Stewart Title, or
another title company approved by the Commission (“Title Company”) shall have assured the
Commission in writing that upon recordation of the Deed of Trust there will be provided to the
Commission, at Borrower's sole expense, a lender's policy of title insurance (with customary
endorsements, including but not limited to Nos. 100, 103.7, 116 and 122 such other endorsements
as the Commission shall reasonably require) issued by the Title Insurance Company in the amount
of the HOME Loan, insuring the Commission's interest in the Property as beneficiary under the Deed
of Trust, and specifically insuring that the lien of the Deed of Trust and the CC&R’s against the
Property are subject only to the Senior Financing and any exceptions to title applicable to the
Property which were expressly approved in writing by the Commission (coilectively with the Senior
Financing, “Permitted Senior Encumbrances”). Standard lender’s title insurance coverage (without
the need for a survey) will be accepted by the Commission unless another Project lender requires
extended coverage, in which case an ALTA extended coverage policy will also be provided to the
Commission;

(9) Reserved

(h) No Event of Default shall exist under this Agreement or under any agreement
or instrument relating to the Senior Financing, Other Financing, or Junior Financing, and Borrower
has demonstrated to the satisfaction of the Commission Executive Director (or his designee) that all
financing sources for rehabilitation and operation of the Project, including but not limited to
Borrower’'s equity, are or will be available in sufficient amounts to provide for full and timely
completion and ongoing operation of the Project;

(i) Reserved

) Reserved
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(k) Borrower shall have obtained Commission’'s written approval of a
supplemental instruction to Escrow Holder specifying the applicable payees and uses of Loan
proceeds when disbursed by Escrow Holder for the account of Borrower pursuant to this Agreement.

) Borrower shall have fumished Commission with a certification from the
holders of any of the Senior Financing certifying that such holders consent to the Loan and that
Borrower is not in default under any loan comprised within the Senior Financing.

(m)  Borrower shall have furnished Commission with evidence satisfactory to
Commission evidencing the coverages required by Section 9.8 below.

(n) Borrower shall have provided to the Commission, in form satisfactory to the
Commission, certified copies of (i) Borrower's governing partnership agreement, operating
agreement, or articles and bylaws, together with a certification by the managing member, managing
general partner, or president that such agreement or articles and bylaws has not been amended or
modified except as described in the certification (ii) a good standing certificate from the California
Secretary of State, certifying that Borrower is duly qualified and in good standing, and (jii} all other
documents necessary to evidence to the Commission’s satisfaction that the individuals and entities
executing this Agreement and the Loan Documents, and other entities on whose behalf such
documents are executed, are fully authorized to do so and to bind the respective entities, including
Borrower, to the terms hereof and thereof;

(0} Not as a Closing Condition, but at least 90 days prior cccupancy and prior to
the commencement of tenant selection for the Project, Borrower shall have obtained the
Commission's written approval of an affirmative marketing plan, leasing guidelines, and a summary
of the rules, procedures and programs for the Project including specifically the procedures to be
employed by which the tenants of the assisted units (as defined in Section 10.1 below) in the Project
shall be selected in the event that, at any given time, the number of Eligible Households applying to
lease units at the Project exceeds the number of units available.

(p) Borrower has provided the Commission affirmative action and community
business enterprise plans in form satisfactory to the Commission;

Q) Borrower shall have furnished and obtained the Commission’s approval of an
Operating Plan and a Management Plan the Project. The Management Plan shall include a
preliminary Operating Budget in a format mandated by the Commission in the form of Exhibit H-1,
approved by the Commission at its sole discretion. In the event the preliminary Operating Budgetis
proposed for revision at the time the Certificate of Occupancy is issued, any such revision must be
approved by the Commission at its sole discretion;

(r) Borrower shall have furnished the Commission with evidence satisfactory to
the Commission evidencing the coverages required by Section 8.7 below;

6.3  When, and only when, Escrow Holder has confirmed that all of the Closing
Conditions (a), (b), (¢), (d) and , (f), of Section 6.2 above have been satisfied, and has received
written certification from the Commission’s Executive Director that all other Closing Conditions have
been timely satisfied or waived, then Escrow Holder shall carry out the close of Escrow (“Close of

Escrow”) by:

(i) causing the Deed of Trust, the CC&R's and the executed Subordination
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Agreements (if any) to be recorded in the Official Records of Los Angeles County, California;
(i) delivering the executed original Note to the Commission;

(iii) causing the Title Policy to be issued to the Commission in the form and
amount specified above; and

(iv) promptly following recordation, delivering conformed copies of the recorded
documents to the Commission and Borower.

6.4 The Close of Escrow shall not occur prior to satisfaction of all conditions precedent to
the closings for the Senior Financing and the Junior Financing. Notwithstanding any other provision,
Escrow Holder shall disburse proceeds of the HOME Loan prior to the closings for the Senior
Financing and the Junior Financing only if expressly directed by written instructions from the
Commission.

6.5 Time is of the essence with respect to the rights and obligations of the Parties under
this Agreement and if the Close of Escrow does not occur prior to the Closing Deadline specified in
the Schedule of Performance (Exhibit “O”)., then the Escrow shall terminate, and Escrow Holider
shall promptly return all funds and documents to the Party depositing them.

7.0 DISBURSEMENT OF HOME FUNDS

The commencement of construction and Commission’s obligation to make
disbursements of the proceeds of the Loan under this Agreement other than predevelopment
disbursements authorized under Section 6.2 shall be subject to the satisfaction of the following
conditions on or before the date specified in the Schedule of Performance.

(a) Borrower shall have provided Commission with documentation satisfactory to
Commission to ensure the project's compliance with the environmental mitigation measures
stipulated in Section 5 of Exhibit K .

(b) Borrower shall have furnished Commission with copies of (A) a contract for
the Project development (“Construction Contract”) entered into with a general contractor (“General
Contractor”) previously approved in writing by Commission; (B) a payment bond with respect to the
Project posted by the General Contractor which is in an amount equal to the amount of the contract
price identified in the Construction Contract, is issued by a surety reasonably acceptable to
Commission, is in form and content reasonably approved by Commission, and names Commission
as an additional obligee; (C) a performance bond for 100 percent {(100%) of the contract price,
guaranteeing the completion of the Project development which is in form and content reasonably
approved by Commission, is issued by a surety reasonably acceptable to Commission, and names
Commission as an additional obligee; and (D) any other plans, documents and approvals by
Commission required under Exhibit “L” to this Agreement, entitled “Construction Requirements

{c) Borrower shall have furnished Commission and obtained Commission’s
written approval of a revised development budget in a form approved by the Commissicn, or

assured the Commission in writing that the development budget submitted at the Close of Escrow is
unchanged;

(d) Borrower shall have furnished Commission with evidence that it has received
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commitments on all of the sources of projected assistance as enumerated in the Sources and Uses
attached as part of Exhibit "H”, or substitutions mutually acceptable to Commission and Borrower
therefore.

(e) Borrower shall have completed the Commission Design Review Process in
accordance with Exhibit (P);

The conditions set forth in this Section 7.0 shall be satisfied by the date set forth in the Schedule of
Performance or such other date as may be agreed upon by the Borrower and Commission, unless
Commission waives the condition. In the event a condition is not met, so long as the Borrower has
in good faith used its best efforts to meet the condition, as determined by the Commission, then the
parties will attempt to revise the Project in a mutually acceptable fashion. If any of the conditions set
forth in this Section 7.0 are not waived or satisfied by the date for waiver or satisfaction set forth
above, then either party may terminate this Agreement upon thirty (30) days written notice to the
other party without further liability.

8.0 PURPOSE OF HOME LOAN; CONSTRUCTION AND PERMANENT FINANCING

8.1 The HOME Loan proceeds shall be used by Borrower for the predevelopment,
construction and permanent financing of the Project. Amounts in excess of this amount must be
approved by the Executive Director or his designee. In no event shail Borrower use or ctherwise
invest the proceeds of the HOME Loan except as expressly provided in this Agreement.

8.2 The HOME loan shall be considered Permanent Financing at such time as the
Project is completed. The Project shall be “completed,” which shall be deemed to have occurred
when Commission has received satisfactory evidence that the Project has been compieted in
compliance with the plans and specifications (collectively, “Plans”) referenced in the Construction
Contract which Borrower has entered into with a General Contractor with respect to the Project, and
that all final permits and certificates necessary to the operation of the Project as contemplated
herein, and releases, waivers and other instruments evidencing no claims, stop notices or
mechanics liens existing with respect to the Project, have been obtained, including, without
limitation, the following, each of which is subject {0 Commission's review and approval:

(a) A signed certificate from the General Contractor, in a form reasonably
acceptable to Commission, certifying to Commission that construction was completed
substantially in accordance with the requirements of the Construction Contract, the Plans
and this Agreement, and all other related on-site and off-site improvements have been
completed;

(b) A certificate of occupancy (the "Certificate of Occupancy") and/or any other
final permits and licenses necessary to permit the use and occupancy of the Project for its
intended purposes, which have been issued by proper governmental agencies;

(c) Unconditional Waivers and Reileases Upon Final Payment, in statutory
form, showing no amounts in dispute, have been received from the General Contractor,
all subcontractors, and all other persons or entities providing services or furnishing
rmaterials in connection with the Project.

83 Borrower shall have furnished Commission and obtained Commission’s approval

of the compliance with the environmental mitigation measures specified in the Environmental
Special Conditions referenced in Exhibit K. Bomower hereby acknowledges that Commission’s
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review and approval of such compliance with environmental mitigation measures under this
Agreement is solely for the benefit of the Commission, and should not be relied upon as any
measurers or warranty of the comectness, adequacy or appropriateness of such matter.

9.0 COVENANTS OF BORROWER.

As additional consideration for the making of the HOME Loan by Commission, Borrower
covenants as follows:

9.1 Compliance with Laws.

Borrower shall comply with all Applicable Governmental Restrictions. As used
herein, "Applicable Governmental Restrictions" shall mean and include any and all laws, statutes,
ordinances, codes, rules, regulations, directives, writs, injunctions, orders, decrees, rulings,
conditions of approval, or authorizations, now in force or which may hereafter be in force, of any
governmental entity, agency or political subdivision as they pertain to the performance of this
Agreement or development or operation of the Project, including specifically but without limitation all
code and other requirements of the jurisdiction in which the Project is located; the National
Environmental Policy Act of 1969, as amended; the laws specified in Section 12, below; fair housing
laws, prevailing wage laws (e.g. California Labor Code Section 1720 et seq., and Davis-Bacon Act
40 U.S.C. 276a), and any other applicable federal, state and local law. Borrower shall indemnify,
defend and hold the Commission harmless for any suit, cost, attorneys’ fees, claim, administrative
proceeding, damage, wage award, fine, penalty or liability arising out of or relating to Borrower’s
failure to comply with any Applicable Governmental Restrictions, including, without limitation, the
nonpayment of any prevailing wages required to be paid in connection with the Project. Borroweris
solely responsible for determining the applicability of laws, and should not rely on statements by the
Commission.

8.2 Revenue Disclosures.

Borrower shall make available for inspection and audit to Commission's
representatives, upon seventy-two (72) hours written request from time to time during the Term at
Borrower's offices, or, if requested by Commission, at another iocation within Los Angeles County,
all of the books and records relating to the operation of the Project and this Agreement. All such
books and records shall be maintained by Borrower until the end of the Term; provided that in the
event any litigation, claim or audit is started before the expiration of the Term, said books and
records shall be retained until all fitigation, claims, or audit findings involving said books and records
shall have been resoclved.

9.3 Other Reports.

Upon seventy-two (72) hours written notice, at any time during the Term, Borrower
shall prepare and submit to Commission, any financial, program progress, monitoring, evaluation or
other reports including but not limited to, documents related to construction, required by Commission
or its representatives as they relate to the Project or this Agreement; provided, however, if such
requested reports are not capable of being prepared and submitted to Commission within such 72-
hour period, then within a reasonable time thereafter. Borrower will ensure that its employees,
agents, officers, and board members furnish such information, which in the reasonable judgment of
Commission representatives, may be relevant to a question of compliance with this Agreement,
CC&Rs, or the Deed of Trust. Borrower shall retain all existing records and data relating to the
Project until expiration of the Term. In the event any litigation, claims or audit is started during the
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Term, said books and records shall be retained until all litigation, claims or audit findings involving
said books and records have been resolved.

94 indemnification.

From and after the date hereof, Borrower shall indemnify, defend and save harmless
Commission and its members, directors, agents, officers and employees from and against any and
all claims, liability, demands, causes of action, losses and expense including reasonable defense
costs and legai fees of counsel acceptable to Commission (coliectively, "Cilaims") including, but not
limited to Claims for bodily injury, death, property damage, workers' compensation, or in connection
with services performed on behalf of Borrower by any person pursuant to this Agreement, and which
Claims (i) are based on events which occur or are claimed to have occurred during Borrower's
ownership of the Site or the Project, (ii) result directly or indirectly from Borrower's ownership of the
Site or the Project, or (iii) result directly or indirectly from the Commission's entering into this
Agreement and/or making the HOME Loan to Borrower, provided, however, the foregoing indemnity
shall not apply to claims that result solely from the sole negligence or willful misconduct of the
Commission. This covenant shall remain in force and effect following the expiration of the term of

the HOME Loan.

9.5 Audit by State and Federal Agencies.

In the event this Agreement or the HOME Loan is subjected to audit, monitoring or
other inspections by appropriate state and federal agencies, Borrower shall comply with such
inspections and pay on behalf of itself and Commission the full amount of the cost to the inspecting
agency which results from such inspections, if any unless such inspection and any resulting liability
arises solely from the gross negligence or willful misconduct of Commission.

9.6 Program Evaluation and Review.

Borrower shall allow Commission authorized personne! to inspect and monitor its
facilities and program operations as they reiate to the Project or this Agreement, including the
interview of Borrower's staff, Borrowers, and other program participants, as reascnably required by
Commission during the Term.

97 Hazardous Materials.

Borrower represents and warrants that it has not deposited "Hazardous Materials" (as
defined below) in, on or upon the Site and Borrower covenants that it shall not deposit or permit the
deposit of Hazardous Materials in, on or upon the Site or the Project. Borrower further covenants to
remove or remediate, at its expense (subject to any reimbursement it may be able to obtain from
third parties) any Hazardous Materials located in, on or upon the Site or the Project as of the date
hereof or which are deposited in, on or upon the Site or the Project from and after the date hereof
and during Borrower's ownership of the Site or the Project, including any asbestos, lead-based paint
and any other Hazardous Materials located in the Project, to the extent required by and in
accordance with the requirements of all Applicable Governmental Restrictions, including, without
limitation, all applicable environmental laws. The foregoing shall not be construed or understood to
prohibit Borrower from allowing Hazardous Materials to be brought upon the Project so long as they
are materials which are customary to the normal course of business in the operation of a well-
designed housing facility and so long as such materials are used, stored and disposed of in
accordance with all Applicable Governmental Restrictions. Except with respect to any claims solely
caused by Commission, Borrower shall indemnify, defend and hold Commission and its members,
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directors, agents, officers and employees harmless from and against any Claims arising directly or
indirectly out of the presence of Hazardous Materials in, on or upon the Site or the Project, existing
as of the date hereof or deposited (or claimed to have been deposited) in, on or upon the Site or the
Project from and after the date hereof and during Borrower's ownership of the Site or the Project,
including without limitation any Claims arising out of any deposits of Hazardous Materials described
in (i) and (ii} hereinabove or out of Borrower's failure to remove or remediate all such Hazardous
Materials in, on or upon the Site and the Project, as required above. Except with respect to any
claims solely caused by Commission, Borrower hereby releases and forever discharges
Commission and its agents, officials and representatives from all present and future claims,
demands, suits, legal and administrative proceedings and from all losses and liabilities arising out of
or in any way connected with Borrower's ownership of the Site, operation of the Project, or any
condition of environmental contaminationin, an, under, upon or around the Site, or the existence of
Hazardous Materials in any state in, on, under, upon or around the Site, and in connection with such
release and waiver Borrower is familiar with and hereby waives the provisions of Section 1542 of the
California Civil Code which provides as follows: “A GENERAL RELEASE DOES NOT EXTEND TO
CLAIMS WHICH THE CREDITOR DOES NOT KNOW OR SUSPECT TO EXIST IN HIS FAVOR AT
THE TIME OF EXECUTING THE RELEASE WHICH IF KNOWN BY HIM MUST
HAVE MATERIALLY AFFECTED HIS SETTLEMENT WITH THE DEBTOR.”

For purposes of this Agreement, the term "Hazardous Materials" means, without Iimitation,
gasoline, petroleum products, explosives, radioactive materials, hazardous materials, hazardous
wastes, hazardous or toxic substances, polychiorinated biphenyls or related or similar materials,
asbestos or any other substance or material as may now or hereafter be defined as a hazardous or
toxic substance by any federal, state or local environmental law, ordinance, rule or regulation,
including, without limitation, (i) the Comprehensive Environmental Response, Compensation and
Liability Act of 1980, as amended by the Superfund Amendments and Reauthorization Act
(42 U.S.C. Section 9601 et seq.), (ii) the Federal Water Pollution Control Act (33 U.S.C.
Section 1251 et seq.), {iii) the Clean Air Act (42 U.S.C. Section 7401 et seq.), (iv) the Resource
Conservation and Recovery Act, as amended by the Hazardous and Solid Waste Amendments of
1984 (42 U.S.C. Section 6902 et seq.), (v) the Toxic Substances Control Act (15 U.S.C.
Section 2601-2629), (vi) the Hazardous Materials Transportation Act (49 U.S.C. Section 5101 et
seq.), (vii) the Carpenter-Presley-Tanner Hazardous Substance Account Act {CA Health & Safety
Code Section 25300 et seq.), (viii) the Hazardous Waste Control Law (CA Health & Safety Code
Section 25100, et seq.), (ix) the Porter-Cologne Water Quality Control Act (CA Water Code
Section 13000 et seq.), (x) the Safe Drinking Water and Toxic Enforcement Act of 1986, (xi) the
Hazardous Materials Release Response Plans and Inventory (CA Health & Safety Code
Section 25500 et seq.), (xii) the Air Resources Law {CA Health & Safety Code Section 39000 et
seq.), or {xiii} in any of the regulations adopted and publications promulgated pursuant to the

foregoing.

In the event that archeological resources are exposed during Project construction, all earth
disturbing work within the Site must be temporarily suspended or redirected until a professional
archaeologist has evaluated the nature and significance of the find. After the find has been
appropriately mitigated, work in the area may resume.

9.8 Insurance.

Without limiting Borrower's indemnification of Commission provided above, Borrower
shall procure and maintain at its own expense during the Term of the HOME Loan the insurance
described below. Such insurance shall be secured from carriers admitted in California or having a
minimum rating of or equivalent to A:VIllin Best's Insurance Guide. Borrower shall, concurrent with
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the execution of this Agreement, deliver to Commission certificates of insurance with original
endorsements evidencing the general liability and automobile insurance coverage required by this
Agreement. Borrower shall deliver satisfactory evidence of issuance of “all risk” property insurance
described in (2) below and worker's compensation insurance described in (3) below at such time
that such exposures are at risk, but in no event later than the Close of Escrow. The certificate and
endorsements shall be signed by a person authorized by the insurers to bind coverage on its behalf.

Commission reserves the right to require complete certified copies of all policies at any time. Said
insurance shall be in a form acceptable to Commission and may provide for such deductibles as
may be acceptable to Commission. In the event such insurance does provide for deductibles or
self-insurance, Borrower agrees that it will protect Commission, its agents, officers and employees in
the same manner as these interests would have been protected had full commercial insurance been
in effect. Each such certificate shall stipulate that Commission is to be given at least thirty (30) days
written notice in advance of any madification or cancellation of any policy of insurance. Borrower
shall give the Commission immediate notice of any insurance claim or loss which may be covered by

insurance.

(a) Liability: Comprehensive liability insurance, including coverage for personal
injury, death, property damage and contractual liability, with a combined single limit of at least One
Million Dollars ($1,000,000) for each occurrence ($2,000,000 General Aggregate), including
products and completed operations coverage. Commission and its agents, officials and employees
shall be named as additional insureds in each of the aforementioned insurance policies with respect
to liability arising from activities performed by or on behalf of Borrower, premises owned, leased or
used by such persons. Said insurance shall be primary insurance with respect to Commission.
Borrower shall require Borrower's contractors to include Commission and Commission’s agents,
officials and employees as additional insureds on all general liability insurance covering work at the
Site. If required by Commission from time to time, Borrower shall increase the limits of its liability
insurance to reasonable amounts customary for owners of improvements similar to the Project. The
policy shall contain a waiver of subrogation for the benefit of Commission.

(b) Property Insurance: "All Risk" ISO Special Form property insurance, including
without limitation builder's risk protection during the course of construction, covering the full
replacement value of real property and equipment utilized for the Project. Coverage shall extend to
provide debris removal, Commission shall be the loss payee under the aforementioned policies
under a standard lender’s loss payable endorsement. The amount of the property coverage shall at
all time exceed the full replacement value of all improvements and fixtures on the Property and the
insurer shall waive any coinsurance via an “agreement” endorsement.

(c) Worker's Compensation: Borrower's employees shall be covered by Workers'
Compensation insurance in an amount and form to meet all applicable requirements of the Labor
Code of the State of California and Employers Liability limits of $1,000,000 per accident.

(d) Automobile Liability: Combined single limit automobile liability insurance of at
least One Million Dollars ($1,000,000) per accident for bodily injury and property damage, covering
owned, non-owned and hired vehicles.

No modification or waiver of the insurance requirements set forth herein shall be
made without the prior written approval of the Executive Director of Commission.

All subsequent verifications or renewals of the coverage requirements stated above
must be sent to the Commission with the following identifying information enclosed in order for these
requirements to be deemed satisfied:

Page 13



PROJECT: Slauson Station Apartments
ADDRESS: 1707-1717 E. 61* Street, Los Angeles, CA
PROJECT NO. HEO0088

Failure on the part of Borrower to procure or maintain the insurance coverage
required above shall constitute a material breach of this Agreement pursuant to which Commission
may immediately terminate this Agreement and exercise all other rights and remedies set forth
herein, at its sole discretion, and without waiving such default or limiting the rights or remedies of
Commission, procure or renew such insurance and pay any and all premiums in connection
therewith and all monies so paid by Commission shall be repaid by the Borrower to Commission
upon demand including interest thereon at the Default Rate. The Commission shall have the right, at
its election, to participate in and control any insurance claim adjustment or dispute with the Carrier.
Borrower’s failure to assert or delay in asserting any claim shall not diminish or impair the
Commission’s rights against the Borrower or Carrier.

9.9 Financial Statements; Tax Retumns.

Borrower shall deliver to Commission within one hundred twenty (120) days after the
end of each fiscal year of Borrower occurring during the term of the HOME Loan, a copy of its
federal tax return and a financial statement for such preceding fiscal year. In addition, concurrent
with Borrower's payment of the annual Residual Receipts installment payable to Commission on
each April 15th in accordance with Section 2.3 above, Borrower shall deliver to Commission, on
forms prepared and provided by Commission from time to time, a statement certified by Borrower's
accountant {the "Annual Statement"), separately setting forth (i} the aggregate Gross Rents (as
defined in the Note) received during the previous calendar year, and (i) the aggregate Operating
Expenses (as defined in the Note) expended during the previous calendar year.

910 Other Loans.

Borrower shall comply with all monetary and non-monetary covenants associated
with any loan secured by an interest in the Site or the Project, including but not limited to the Senior
Financing, the Junior Financing and the Other Financing. Borrower shall provide to Commission a
copy of any notice of default within three business days after receiving any notice of a default or
alleged default of such covenants by Borrower, and Borrower shall promptly cure any such default
and cooperate in permitting Commission, to the extent Commission in its sole discretion elects to do
s0, to cure or assist in curing the default. Any cost or expenditure incurred by Commission in
providing or assisting in such a cure shall be deemed added to the outstanding principal amount of
the HOME Loan.

911 Construction Reguirements.

Following the Close of Escrow, Borrower shall cause the Project construction work to
commence promptly, proceed diligently, and achieve “Completion of the Project” no later than 30
months following the Close of Escrow, subject to extension for up to an additional 12 months to the
extent of force majeure delays beyond Borrower’s reasonable control. “Completion of the Project”
shall be deemed to have occurred when Commission has received satisfactory evidence that the
Project has been completed in compliance with this Agreement and as represented in Borrower's
approved funding application to Commission, and that all final permits and certificates necessaryto
the operation of the Project as contemplated herein have been obtained, including, without
limitation, the following, each of which is subject to Commission’s review and approval: (1) a signed
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certificate from the general contractor, in a form reasonably acceptable to Commission, certifying to
Commission that construction was completed substantially in accordance with the requirements of
the pilans and this Agreement, and all other related on-site and off-site improvements have been
completed; (2) a certificate of occupancy and other final permits and licenses necessary to permit
the use and occupancy of the Project for its intended purposes, which have been issued by proper
governmental agencies,; and (3) evidence satisfactory to Commission that the statutory period for
the filing of mechanics’ liens (60 days following filing of the statutory notice of completion) has
expired and the Property is free from such liens. Construction shall proceed in accordance with
Exhibit “L”, Construction Requirements, and shall conform to the layout and design represented in
Borrower's approved application for the HOME Loan Program. Borrower shall comply with any
CEQA mitigation measures or oiher envirenmental conditions imposed by Commission or any other
applicable governmental authority in connection with the Project.

9.12 Relocation Requirements.

If applicable, Borrower shall be responsible for assuring compliance with all relocation
requirements as governed by federal relocation laws and regulations for projects funded in whole or
in part with HOME, including the Federal Uniform Relocation Assistance and Real Property Policies
Act (42 U.SA.C. 4601 et seq., as amended), Federal Relocation Regulations (49 CFR Part 24), HUD
Relocation Handbook 1378, and the Los Angeles County Community Development Commission’s
Relocation Policies and Procedures Manual. In circumstances where both federal and state funds
are contributed to a program or Project, itis the policy of the Commission to follow the requirements
that provide the displaced person or household with the greatest benefit. Forexample, if in a mixed-
funded project, the assistance or benefit under state law is more favorable to the displaced person
or household, then the state law applies, and if the opposite is the case, then applicable federal laws
and regulations (California Relocation Assistance Law, etc.) shall apply. Any relocation assistance
shall be provided through and in the manner directed by the Commission, provided, however, that
Borrower shall indemnify, defend and hold harmless the Commission and the County of Los Angeles

(“County”) for relocation payments, consulting fees and expenses incurred in connection with the

Project. At the Commission’s election in the Commission’s sole discretion, the Commission may
hire a relocation consultant to coordinate the relocation. The fees and costs of the consultant shall
be paid or reimbursed by Borrower.

9.13 Environmental Conditions.

Borrower shall comply with any NEPA or CEQA mitigation measures or other environmental
conditions imposed by Commission or any other applicable governmental autherity in connection
with the Project, attached hereto as Exhibit “K”.

9.14 Design Standards

Borrower agrees that projects determined to be eligible for a loan of HOME Funds are required to
utilize the Commission or HACOLA'S Design Guidelines and participate in the Commission or
HACOLA'S Design Review Process. The Borrower agrees to conform to the Process and timelines
as required by the Commission and as set forth in Exhibit “P”. Borrower agrees that In the event the
Design Review Process is completed prior to completion or execution of this Agreement, the
approved construction plans and specifications are to be referenced by name, date of approval and
page numbers.

Furthermore, Borrower agrees that if significant changes are made to a Commission-approved
design during the design or construction phases without the Commission’s consent, the Commission

Page 15



may elect to reduce or rescind the loan commitment or reduce the Developer fee.

9.15 Labor Requirements.

This construction Project is funded in whole or in part with Federal funds. The Borrower and
General Contractor shall comply with the Federal Labor Standard Provisions, including prevailing
wage requirements of the Davis-Bacon and Related Acts (DBRA), which will be enforced.
Whenever a discrepancy between Federal Regulations and State Law is found to exist, the more
stringent of the two shall prevail. The applicable wage determination for this Project is General
Wage Decision CA020028, Medification 21 dated {December 2, 2005) attached hereto as “Exhibit
M”. The General Conftractor and each Subcontracter shall submit all required Labor Compliance
forms to the Commission before the start of construction. The General Contractor shall submit to
the Commission all of its payrolls for each pay period within seven (7) days after the pay period has
ended. The General Contractor shall also collect, review and submit to the Commission all of its
subcontractors’ payrolls for each pay period within seven (7) days after the pay pericd has ended.
Contractor's failure to submit its payrolls or any subcontractor payrolls within seven (7} days after the
pay period has ended, is a violation of this contract and entitles the Commission to withhold up to
ten percent (10%) from any pending progress payment until all such payrolls are received.
Repeated, ongoing or flagrant failures by the General Contractor to submit the required forms, its
payrolls or the payrolls of its subcontractors in a timely manner and in accordance with this provision
constitutes a material breach of this Agreement which may result in the Commission terminating the
Agreement for default. The Community Development Commission's Labor Compliance Guidelines
are incorporated herein by reference and made apart of this Agreement

10.0 USE OF PROPERTY; LEASING AND MANAGEMENT.

10.1 Limitations on Tenants.

Notwithstanding anything to the contrary in this Agreement, Borrower hereby covenants on
behalf of itself, and its successors and assigns, which covenant shall run with the land and bind
every successor and assign in interest of Borrower, that, throughout the 55-year term of the CC&Rs,
Borrower and such successors and assigns shall use the Site solely for the purpose of constructing
and operating the Project as a residential development with the number of dwelling units and, with
respect to the units designated to be assisted as consideration for the HOME Loan (“Assisted
Units™), 29 HOME-Assisted Units shall be in accordance with the tenant income levels specified in
the Transaction Summary of this Agreement. All Assisted Units shall be rented only at an
“Affordable Housing Cost”,” “Very Low-Income Households,” or “Very Very Low-income Households”
as hereinafter defined (persons within either group occasionally referred to as “Eligible Persons™).

“‘Low-Income Households” shall mean persons and families whose gross annual household
incomes do not exceed the qualifying limits for lower income families as established and amended
from time to time pursuant to Section 8 of the United States Housing Act of 1937, which qualifying
limits are otherwise set forth in Section 6932 of the California Code of Regulations and are
equivaient to eighty percent (80%) of Area Median Income, adjusted for family size and other
adjustment factors by the United States Department of Housing and Urban Development (HUD).

“Sixty Percent Income Households” shall mean persons and families whose gross annual

household incomes do not exceed sixty percent (60%) of Area Median Income, adjusted for family
size and other adjustment factors by HUD.
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“Very Low-Income Households” shall mean persons and families whose gross annual
househoid incomes do not exceed fifty percent (50%) of Area Median Income, adjusted for family
size and other adjustment factors by HUD.

“Very Very Low-Income Households” shall mean Very Low-Income Households whose gross
annual incomes do not exceed thirty-five percent (35%) of Area Median Income.

“Affordable Housing Cost” shall mean, as to each Eligible Person, a rental rate which resulis
in monthly payments which, including a reasonable utility allowance, do not exceed:

(i) for an Eligible Person within a Low-Income Household, the High
HOME Rent established by HUD;

(i) for an Eligible Person within a Sixty Percent Income Household, the
High HOME Rent established by HUD; and

iii} for an Eligible Person within a Very Low-Income Household, the Low
HOME Rent established by HUD.

(iv) for a Very Very Low-Income Household, the product of thirty percent (30%)
times thirty five percent (35%) of Area Median Income adjusted for family size
appropriate for the Assisted unit.

“Area Median Income” shall mean the median income for Los Angeles/Long Beach
Metropolitan Statistical Area, adjusted for family size as pericdically adjusted by HUD, or any
successor entity designated under state law as responsible for establishing such “Area Median

Income.”

Borrower shall specifically provide in each HOME Assisted Unit lease and shall strictly
enforce the requirement that each HOME Assisted Unit be occupied at all times by the eligible
household who has leased that HOME Assisted Unit, and that any other occupant of the unit be
another qualified member of the lessee’s household. The Commission shall be identified as a third
party beneficiary of that covenant and shall have the right to directly enforce that restriction in the
event Borrower fails to do so. Prior to execution of any HOME Assisted Unit lease with respect to
the Project, Borrower shall submit to the Commission and obtain its written approval of a standard
form occupancy lease and Borrower shall thereafter use the approved form for all leases of HOME
Assisted Units in the Project, with only such further modifications thereto as are first submitted to

and approved in writing by the Commission.

10.2 Tenant Selection Process; Reports and Records Concerning Tenancies.

Borrower shall maintain such records and satisfy such reporting requirements as may
be reasonably imposed by Commission to monitor compliance with the tenanting requirements
described in Section 10.1 above, including without limitation the requirement that Borrower deliver
reports to Commission commencing at the close of the initial occupancy of the Project, and
continuing annually thereafter, setting forth the name of each tenant, the unit occupied and the
income of the Borrower and the amount of rent payable by each tenant. Borrower shall also be
required to have each prospective tenant complete a rental application prior to occupancy and to
obtain evidence from each such Borrower as may be reasonably required by Commission to certify
such Borrower's qualification for occupancy of the Project. Borrower's obligation to provide such
reports shall remain in force and effect for the same duration as the use covenants set forth in

Section 10.1.
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10.3 Management of Project.

Subject to the terms and conditions contained herein below, Borrower shall at all
times during the operation of the Project pursuant to this Agreement retain an entity to perform the
management and/or supervisory functions ("Manager"} with respect to the operation of the Project
including day-to-day administration, maintenance and repair. Borrower shall, before execution or any
subsequent amendment or replacement thereof, submit and obtain Commission's writien approval
of a management contract ("Management Contract") entered into between Borrower and an entity
("Management Entity") acceptable to Commission. Subject to any regulatory or licensing
requirements of any other applicable governmental agency, the Management Contract may be for a
term of up to fifteen (15) years and may be renewed for successive terms in accordance with its
terms, but may not be amended or modified without the written consent of Commission. The
Management Contract shall also provide that the Management Entity shall be subject to termination
for failure to meet project maintenance and operational standards set forth herein or in cther
agreements between Borrower and Commission. Borrower shall promptly terminate any
Management Entity which commits or allows such failure, unless the failure is cured within a
reasonable period in no event exceeding 60 days from Management Entity’s receipt of notice of the
failure from Borrower or Commission. Borrower's obligation to retain a Management Entity shall
remain in force and effect for the same duration as the use covenants set forth in Section 10.1.

10.4 Operations and Maintenance.

Borrower hereby covenants on behalf of itself, and its successors and assigns, which
covenant shall run with the land and bind every successor and assign in interest of Borrower, that
Borrower and such successors and assigns shall use the Site solely for the purpose of operating the
Project and ancillary improvements thereon, in accordance with and of the quality prescribed by this
Agreement, the CC&Rs and the Deed of Trust.

Borrower covenants and agrees for itself, its successors and assigns, which covenants shall
run with the land and bind every successor or assign in interest of Borrower, that during
development of the Site pursuant to this Agreement and thereafier, neither the Site nor the Project,
nor any portion thereof, shall be improved, used or occupied in violation of any Applicable
Governmental Restrictions or the restrictions contained in this Agreement or the Deed of Trust.
Furthermore, Borrower and its successors and assigns shall not maintain, commit, or permit the
maintenance or commission on the Site or in the Project, or any portion thereof, of any nuisance,
public or private, as now or hereafter defined by any statutory or decisional law applicable to the Site
or the Project, or any portion thereof.

Borrower shall, atits expense, (i) maintain all improvements and landscaping on the Site in
good working order, condition, and repair (and, as to landscaping, in a healthy and thriving
condition) in accordance with the plans for the Project (which must be approved by the Commission
before being incorporated into the Construction Contract) (such approved plans, the “Plans™ and all
Applicable Governmental Restrictions, and (i} manage the Project and Project finances reasonably
prudently and in compliance with Applicable Governmental Restrictions so as to maintain a safe and
attractive living environment for Project residents while maximizing Residual Receipts to the extent
reasonably possible consistent with applicable rent and tenant requirements (including all recorded
rent restrictions affecting the Project) and without compromising the safety and attractiveness of the
living environment of the Project.
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11.0 BORROWER'S OBLIGATION TO REFRAIN FROM DISCRIMINATION.

There shall be no discrimination against or segregation of any person, or group of persons,
on account of race, color, creed, religion, sex or sexual orientation, marital status, age, medical
condition, national origin, or ancestry in the sale, lease, sublease, transfer, use, occupancy, tenure
or enjoyment of the Site, nor shall Borrower itself or any person claiming under or through it
establish or permit any such practice or practices of discrimination or segregation with reference to
the selection, location, number, use or occupancy of Borrowers, lessees, subBorrowers,
sublessees, or vendees of the Site or any portion thereof. The nondiscrimination and
nansegregation covenants set forth herein shall remain in effect in perpetuity.

11.1  Form of Nondiscrimination and Nonsegregation Clauses.

Borrower shall refrain from restricting the rental, sale or lease of the Site or any
portion thereof on the basis of race, color, creed, religion, sex or sexual orientation, marital status,
age, medical condition, national origin, or ancestry of any person. All such deeds, leases or
contracts shall contain or be subject to substantially the following nondiscrimination or
nonsegregation clauses:

(a) Indeeds: "The grantee herein covenants by and for himself or herself, and his or
her heirs, executors, administrators and assigns, and all persons claiming under or through them,
that there shall be no discrimination against or segregation of, any person or group of persons on
account of race, color, creed, religion, sex or sexual orientation, marital status, age, medical
condition, national origin, or ancestry in the sale, lease, sublease, transfer, use, occupancy, tenure,
or enjoyment of the land herein conveyed, nor shall the grantee or any person claiming under or
through him or her, establish or permit any such practice or practices of discrimination or
segregation with reference to the selection, location, number, use or occupancy of Borrowers,
lessees, subBorrowers, sublessees, or vendees in the land herein conveyed. The foregoing
covenants shali run with the land.”

{b) Inleases: "The lessee herein covenants by and for himself or herself, and his or
her heirs, executors, administrators and assigns, and all persens claiming under or through him or
her, and this lease is made and accepted upon and subject to the following conditions: That there
shall be no discrimination against or segregation of any person or group of persons, on account of
race, color, creed, religion, sex or sexual orientation, marital status, age, medical condition, national
origin, or ancestry, in the leasing, subleasing, transferring, use, occupancy, tenure, or enjoyment of
the land herein leased nor shall the lessee himself or herself, or any person claiming under or
through him or her, establish or permit any such practice or practices of discrimination or
segregation with reference to the selection, location, number, use, or occupancy, of Borrowers,
lessees, sublessees, subBomowers, or vendees in the land herein leased.”

(c} In contracts: "There shall be no discrimination against or segregation of any
person or group of persons, on account of race, color, creed, religion, sex or sexual orientation,
marital status, age, medical condition, national origin, or ancestry, in the sale, lease, sublease,
transfer, use, occupancy, tenure or enjoyment of the premises, nor shall the parties to this contract
or any person claiming under or through them, establish or permit any such practice or practices of
discrimination or segregation with reference to the selection, location, number, use, or occupancy of
Borrowers, lessees, subBorrowers, sublessees, or vendees of the premises.”

Nothing in this Section shall be construed or understood to limit, restrict or in any way waive
the income requirements described in this Agreement.
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12.0 COMMISSION REQUIREMENTS

Borrower shall comply with the provisions of Exhibit “J” - Commission Requirements.

13.0 INDEPENDENT CONTRACTOR.

In their performance of this Agreement, all parties hereto will be acting in an independent
capacity and not as agents, employees, partners, joint venturers, or associates of one another. The
employees or agents of one party shall not be deemed or construed to be the agents or employees
of the other party for any purpose whatsoever, including workers' compensation liability. Borrower
shall bear the sole responsibility and liability for furnishing or causing its general contractor to furnish
workers' compensation benefits to any person for injuries arising from or connected with services
performed on behalf of Borrower pursuant to this Agreement.

14.0 ASSIGNMENT OF THIS AGREEMENT.

This Agreement shall be assignable by Borrower only if Borrower obtains the prior express
written consent of the Commission or the Commission’s Executive Director, which consent may be
withheld by the Commission in its sole discretion. Notwithstanding anything to the contrary in this
Agreement, no purported assignment of this Agreement and the HOME Loan shall be effective if
such assignment would violate the terms, conditions and restrictions of any Applicable
Govemmental Restrictions. Commission's consent to such assignment shall be expressly
conditioned upon (i) the assignee's execution of such documents as required by Commission at its
sole discretion including, without limitation, any and all documents deemed necessary by
Commission to provide for said assignee's assumption of all of the obligations of Borrower
hereunder and under the HOME Loan Documents, and (ii) Commission's approval of the financial
and credit worthiness of such proposed assignee and the assignee’s ability to perform all of the
Borrower's obligations under this Agreement, the Note, and all other Loan Documents.

Any attempt by Borrower to assign any performance or benefit under the terms of this
Agreement, without the prior written consent of the Commission as provided herein, shall be null
and void and shall constitute a material breach of this Agreement. In accordance with the foregoing,
in the event of (i) a sale or transfer of Borrower's interest in the Site, or (i) a sale or transfer of more
than forty-nine percent (49%) of its present ownership and/or control, in the aggregate, taking ail
transfers into account on a cumulative basis, or (iii) a sale or transfer of the Project, or (iv) transfer
by the Limited Partner of ifs interest in the Borrower to one or more of its affiliated entities, occurring
without the written consent of Commission, Commission may, at its option, by written notice to
Borrower, declare Borrower in default under this Agreement ; without prior written consent of

Commission.

Notwithstanding the foregoing, if the Project receives funding through an allocation of state
or federal low income housing tax credits, the Commission hereby consents to the following
transfers in furtherance of such financing: (i} syndication of limited partnership interestin Borrower to
an equity investor; (i) grant of a purchase option and/or right of first refusal with respect to the
Project from Borrower to its general partners and (iii} removal of any general partner of Borrower
pursuant to the terms of the limited partnership agreement of Borrower, as may be amended from
fime to time, provided that any replacement general partner is approved by Commission, which
approval shall not be unreasonably withheld.
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15.0 EVENTS OF DEFAULT AND REMEDIES.

15.1 Borrower Events of Default.

The occurrence of any of the following shall, after the giving of any notice and the
expiration of any applicable cure period described therein, constitute an event of default by Borrower
hereunder ("Event of Default"):

(a) The failure of Borrower to pay or perform any monetary covenant or obligation
hereunder or under the terms of the Note or the Deed of Trust, without curing such failure
within ten (10) days after the date such paymentis due. Notwithstanding anything herein to
the contrary, the herein described cure pericd shall not apply to a failure by Borrower to
timely repay the HOME Loan at the Maturity Date of the Note;

{b) The failure of Borrower to perform any nonmonetary covenant or obligation
hereunder or under the terms of the Note or the Deed of Trust, without curing such failure
within thirty (30} days after receipt of written notice of such default from Commission (or from
any party authorized by Commission to deliver such notice as identified by Commission in -
writing to Borrower) specifying the nature of the event or deficiency giving rise to the default
and the action required to cure such deficiency; provided, however, that if any default with
respect to a non-monetary obligation is such that it cannot be cured within a thirty (30) day
period, it shall be deemed cured if Borrower commences the cure within said thirty (30) day
period and diligently prosecutes such cure to completion thereafter with the cure completed
in any event within 180 days after the notice. Notwithstanding anything herein to the
conftrary, the hereinabove described notice requirements and cure periods shall not applyin
any manner to any Event of Default described in Sections 15.1(c) through 15.1(g) below;

(c) The material falsity of any representation or breach of any warranty or
covenant made by Borrower under the terms of this Agreement, the Note, or the Deed of
Trust;

(d) Borrower or any constituent member or partner, or majority shareholder, of
Borrower shall {(a) apply for or consent to the appointment of a receiver, trustee, liquidator or
custodian or the like of its property, (b) fail to pay or admit in writing its inability to pay its
debts generally as they become due, (c) make a general assignment for the benefit of
creditors, (d) be adjudicated a bankrupt or insclvent or (€) commence a voluntary case under
the Federal bankruptcy laws of the United States of America or file a voluntary petition that is
not withdrawn within ten (10) days of the filing thereof or answer seeking an arrangement
with creditors or an order for relief or seeking to take advantage of any insolvency law or file
an answer admitting the material allegations of a petition filed against it in any bankruptcy or
insolvency proceeding;

(e) if without the application, approval or consent of Borrower, a proceeding shall
be instituted in any court of competent jurisdiction, under any law relating to bankruptcy, in
respect of Borrower or any constituent member or partner, or majority shareholder, of
Borrower, for an order for relief or an adjudication in bankruptcy, a composition or
arrangement with creditors, a readjustment of debts, the appointment of a trustee, receiver,
liquidator or custodian or the like of Borrower or of all or any substantial part of Borrower's
assets, or other like relief in respect thereof under any bankruptcy or insolvency law, and, if
such proceeding is being contested by Borrower, in good faith, the same shall (a) result in
the entry of an order for relief or any such adjudication or appointment, or (b) continue
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undismissed, or pending and unstayed, for any period of ninety (90) consecutive days;

{f) Following completion of the rehabilitation of the Project, voluntary cessation
of the operation of the Project for a continuous period of more than thirty (30) days or the
involuntary cessation of the operation of the Project in accordance with this Agreement fora
continuous period of more than sixty (60) days;

(9) Borrower shall suffer or attempt to effect a Transfer (as defined below) in
violation of Section 14.0 above or Section 29.0 below; or

(h) Borrower shall be in defauit under the CC&Rs, the Senior Financing, the
Junior Financing, the Other Financing, the Supportive Services Agreement, if any, or any
other secured or unsecured obligation relating to the Project, unless the default is cured
within the cure period, if any, applicable thereto under the terms of the obligation which is in
default.

15.2. Commission Remedies.

Upon the occurrence of an Event of Default hereunder, Commission may, in its sale
discretion, take any one or more of the following actions:

(a) By notice to Borrower declare the entire then unpaid principal balance of the
HOME Loan immediately due and payable, and the same shall become due and payable
without further demand, protest or further notice of any kind, all of which are expressly
waived. Upon such declaration, outstanding principal and (to the extent permitted by law)
interest and any other sums outstanding in connection with the HOME Loan shall thereafter
bear interest at the Default Rate, payable from the date of such declaration until paid in full;

{b) Subject to the nonrecourse provisions of Section 5 above, take any and all
actions and do any and all things which are allowed, permitted or provided by law, in equity
or by statute, in the sole discretion of Commission, to collect the amounts then due and
thereafter to become due hereunder and under the Note, to exercise its rights under the
Deed of Trust, and to enforce performance and observance of any obligation, agreement or
covenant of the Borrower under this Agreement or under any other document executed in
connection herewith;

(c) Subject to the nonrecourse provisions of Section 5 above, upon the
occurrence of an Event of Default which is occasioned by Borrower's failure to pay money,
whether under this Agreement or the Note, Commission may, but shall not be obligated to,
make such payment. If such payment is made by Commission, Borrower shall deposit with
Commission, upon written demand therefor, such sum plus interest at the Default Rate. The
Event of Default with respect to which any such payment has been made by Commission
shall not be deemed cured until such repayment (as the case may be) has been made by
Borrower. Until repaid, such amounts shall have the security afforded disbursements under
the Note,

(d) Subject to the nonrecourse provisions of Section 5 above, upon the
occurrence of an Event of Default described in Section 15.1(d) or 15.1{(e) hereof,
Commission shall be entitled and empowered by intervention in such proceedings or
otherwise to file and prove a claim for the whole amount owing and unpaid on the HOME
Loan and, in the case of commencement of any judicial proceedings, to file such proof of

Page 22



claim and other papers or documents as may be necessary or advisable in the judgment of
Commission and its counsel to protect the interests of Commission and to collect and
receive any monies or other property in satisfaction of its claim.

15.3. No Remedy Exclusive.

No remedy herein conferred upon or reserved to Commission is intended to be
exclusive of any other available remedy or remedies, but each such remedy shall be cumulative and
shall be in addition to every other remedy given under this Agreement or now existing at law or
hereafter in equity or by statute; and may be exercised in such number, at such times and in such
order as Commission may determine in its sole discretion. No delay or omission to exercise any
right or power upon the occurrence of any Event of Default hereunder shall impair any such right or
power or shall be construed to be a waiver thereof, but any such right and power may be exercised
from time to time and as often as may be deemed expedient by Commission. In order to entitle
Commission to exercise any right or remedy reserved to it under this Agreement, no notice shall be
required except as expressly provided herein.

15.4. Commission Default and Borrower Remedies.

Upon fault or failure of Commission to meet any of its obligations under this
Agreement without curing such failure within thirty (30) days after receipt of written notice of such
failure from Borrower specifying the nature of the event or deficiency giving rise to the default and
the action required to cure such deficiency, Borrower may, as its sole and exclusive remedies:

(a) Demand and obtain payment from Commission of any sums due to or for the
benefit of Borrower pursuant to the express terms of this Agreement;

(b) Bring an action in equitable relief seeking the specific performance by
Commission of the terms and conditions of this Agreement or seeking to enjoin any act by
Commission which is prohibited hereunder; or

(c) Bring an action for declaratory relief seeking judicial determination of the
meaning of any provision of this Agreement.

Without limiting the generality of the foregoing, Borrower shall in no event be entitled to, and hereby
waives, any right to seek indirect or consequential damages of any kind or nature from Commission
arising out of or in connection with this Agreement, and in connection with such waiver Borrower is
familiar with and hereby waives the provisions of Section 1542 of the California Civil Code which
provides as follows: “A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS WHICH THE
CREDITOR DOES NOT KNOW OR SUSPECT TO EXIST IN HIS FAVOR AT THE TIME OF
EXECUTING THE RELEASE WHICH IF KNOWN BY HIM MUST HAVE MATERIALLY AFFECTED
HIS SETTLEMENT WITH THE DEBTOR.”

16.0 AGREEMENT TO PAY ATTORNEYS' FEES AND EXPENSES.
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In the event that either party hereto brings any action or files any proceeding in connection
with the enforcement of its respective rights under this Agreement or any of the HOME Loan
Documents as a consequence of any breach by the other party of its obligations thereunder or
hereunder, the prevailing party in such action or proceeding shall be entitled to have its reasonable
attorneys' fees and out-of-pocket expenditures paid by the losing party. The attorneys' fees so
recovered shall include fees for prosecuting or defending any appeal and shall be awarded for any
supplemental proceedings until the final judgment is satisfied in full. In addition to the foregoing
award of attorneys' fees, the prevailing party in any lawsuit on this Agreement or any other HOME
Loan Document shall also be entitled to its attorneys' fees incurred in any post-judgment
proceedings to collect or enforce the judgment. In addition to the foregoing, Borrower agrees to pay
or reimburse Commission, upon demand by Commission, for all costs incurred by Commission in
connection with the enforcement of this Agreement, the Note, and any other HOME Loan Document,
including without limitation, reasonable attorneys' fees and costs, if there shall be filed by or against
Borrower any proceedings under any federal or state bankruptcy or insolvency laws, whether
Commission is a creditor in such proceeding or otherwise.

17.0 RIGHT OF ACCESS AND INSPECTION.

Commission shall have the right at any time during normal business hours and from time to
time to enter upon the Site for purposes of inspection. If Commission in its reasonable discretion
determines that the Project is not being operated in conformity with this Agreement, or any
applicable Governmental Restrictions, Commission may at its election, after notice to and
consultation with the Borrower and affording the Borrower thirty (30) days after such notice to cure
the matter (provided, however, that if such matter cannot be cured within a 30-day period, it shali be
deemed cured if Borrower commences the cure within said 30-day period and diligently prosecutes
such cure to completion thereafter) and the Borrower fails to cure the matter, itself cure the matter.
Inspection by Commission of the Project or the Site is not fo be construed as an acknowledgment,
acceptance or representation by Commission that there has been compliance with any terms or
provisions of this Agreement.

18.0 CONFLICT OF INTEREST; NO INDIVIDUAL LIABILITY.

No official or employee of Commission shall have any personal interest, direct or indirect, in
this Agreement, nor shall any official or employee of Commission participate in any decision relating
to this Agreement which affects such official's or employee's pecuniary interest in any corporation,
partnership or association in which such official or employee is directly or indirectly interested. No
official or employee of Commission shall be personally liable in the event of a breach of this
Agreement by Commission.

19.0 AMENDMENTS, CHANGES AND MODIFICATIONS.

This Agreement may not be amended, changed, modified, altered or terminated without the
pricr written consent of the patrties hereto.

20.0 EXECUTION OF COUNTERPARTS.

This Agreement may be executed in several counterparts, each of which shall be an original
and all of which shail constitute one and the same document.

21.0 NOTICES.
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All notices, demands, requests, elections, approvals, disapprovals, consents or other
communications given under this Agreement shall be in writing and shall be given by personal
delivery, facsimile, certified mail (return receipt requested), or overnight guaranteed delivery service
and addressed or faxed as follows:

If to Commission:

With a copy to:

If to Borrower:

With a copy to:

Community Development Commission of the County of Los Angeles
Two Coral Circle

Monterey Park, California 91755-7425

Attn: Executive Director

Fax No. (323) 890-8576

Community Development Commission of the County of Los Angeies
Two Coral Circle

Monterey Park, California 81755-7425

Attn: Director of Housing Development and Preservation

Fax No. (323) 890-8576

Beyond Shelter Housing Development Corporation
1200 Wilshire Boulevard, Suite 600

Los Angeles CA 90017

Fax No.(213) 251-2113

River Bank Development Company
1041 Centinela Ave.

Santa Monica CA 90403

Fax No.(310) 828-0046

Notices shall be effective upon receipt, if given by personal delivery; upon receipt if faxed,
provided there is a written confirmation of receipt (except that if received after 5 p.m., notice shail be
deemed received on the next business day); the earlier of (i) three (3) business days after deposit
with United States Mail, or (ii) the date of actual receipt as evidenced by the return receipt, if
delivered by certified mail; or (i) one (1) day after deposit with the delivery service, if delivered by
overnight guaranteed delivery service. Each party shall promptly notify the other party of any
change(s) of address or fax to which notice shall be sent pursuant to this Agreement.

22.0 SEVERABILITY.

The invalidity or unenforceability of any one or more provisions of this Agreement will in no
way affect any other provision.
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23.0 INTERPRETATION.

Whenever the context requires, all words used in the singular will be construed to have been
used in the plural, and vice versa, and each gender will include any other gender. The captions of
the paragraphs of this Agreement are for convenience only and do not define or limit any terms or
provisions. Time is of the essence in the performance of this Agreement by Borrower. Each Party
has been represented by counsel in the negotiation of this Agreement, and it shall not be interpreted
in favor of or against any Party on account of relative responsibilities in drafting. Notwithstanding any
other provision of this Agreement, nothing herein or in the Note shall be deemed to require Borrower
to pay interest in the amount of any applicable usury law or other legal limitation on interest, and the
terms hereof and of the Note shall be interpreted to require in each instance the lesser of (i) the
amount stated in the Note; and (ii) the maximum applicable legal limit. Attached hereto for the
convenience of the Parties as Exhibit “A” is a directory indicating the location of definitions for
certain defined terms used in this Agreement.

240 NO WAIVER; CONSENTS.

Any waiver by Commission must be in writing and will not be construed as a continuing
waiver. No waiver will be implied from any delay or failure by Commission to take action on account
of any default of Borrower. Consent by Commission to any act or omission by Borrower will not be
construed to be a consent to any other or subsequent act or omission or to waive the requirement
for Commission's consent to be obtained in any future or other instance.

250 APPLICABLE POLICIES.

A. Governing Law.

This Agreement shall be governed by the laws of the State of California.

B. Compliance with Laws.

Borrower agrees to be bound by applicable federal, state, and local laws, regulations
and directives as they pertain to the performance of the Agreement. This Agreement is subject to
and incorporates the terms of the Housing and Community Development Act of 1974, as amended
by the Cranston-Gonzales National Affordable Housing Act, 1990 and the 24 Code of Federal
Regulations (CFR) Part 85

C. HOME Program and Federal Requirements.

In addition to any other obligations of the Borrower to this Agreement, the Borrower
agrees to comply with all of the HOME Program Requirements, a summary of which is included as
Exhibit “I".

26.0 REPRESENTATIONS AND WARRANTIES OF BORROWER.

Borrower hereby warrants and represents to Commission that:

A. QOrganization and Standing.

Borrower is a legal entity as described in the Transaction Summary above, duly
organized, qualified to operate in California and validly existing and in good standing in the State of
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California and has all requisite power and authority to enter into and perform its obligations under
this Agreement, the Note, the Deed of Trust, the CC&Rs, and all other documents executed in

connection herewith,

B. Enforceability.

This Agreement, the Note, the Deed of Trust, the CC&Rs, and all other instruments
to be executed by Borrower in connection with the HOME Loan constitute the legal, valid and
binding obligation of Borrower, without joinder of any other party.

C. Authorization and Consents.

The execution, delivery and performance of this Agreement and all other instruments
to be executed in connection herewith is consistent with the operating agreement, partnership
agreement, or articles and bylaws governing Borrower, and have been duly authorized by all
necessary action of Borrower's members, partners, directors, officers and shareholders.

D. Due and Valid Execution.

This Agreement and all other instruments to be executed in connection herewith, will,
as of the date of their execution, have been duly and validly executed by Borrower.

E. Licenses.

Borrower will obtain and maintain all material licenses, permits, consents and
approvals required by all applicable governmental authorities to own and operate the Project.

F. Litigation and Compliance.

There are no suits, other proceedings or investigations pending or threatened
against, or affecting the business or the properties of Borrower (other than those as have been
previously disclosed in writing to Commission) which could materially impair its ability to performits
obligations under this Agreement, noris Borrower in violation of any laws or ordinances which could
materially impair Borrower's ability to perform its obligations under this Agreement.

G. Default.

There are no facts now in existence which would, with the giving of notice or the
lapse of time, or both, constitute an "Event of Default” hereunder, as described in Section 15.

H. No Violations.

The execution and delivery of this Agreement, the Note, and all other documents
executed or given hereunder, and the performances thereunder by Borrower, as applicable, will not
constitute a breach of or default under any instrument or agreement to which Borrower may be a
party nor will the same constitute a breach of or violate any law or governmental regulation.

l. No Affiliation With Lenders.

Borrower is no under common ownership or is otherwise affiliated with any lender
extending any Project Loan (as defined in the Note).
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27.0 APPROVALS.

Any consent to a transfer under Section 14 or 29 of this Agreement, and any other consent
or approval by the Commission under this Agreement or any of the Loan Documents, may be given
by the Commission's Executive Director without action of the Commission’s governing board unless
the Executive Director in his or her sole discretion elects to refer the matter to the Commission’s
governing board.

Except with respect to those matters set forth hereinabove providing for the Commission's
approval, consent or determination to be at the Commission's "sole discretion” or "sole and absolute
discretion," the Commission hereby agrees to act reasonably with regard to any approval, consent,
or other determination given by the Commission hereunder. The Commission agrees to give
Borrower written notice of its approval or disapproval following submission of items to the
Commission for approval, including, in the case of any disapproved item, the reasons for such
disapproval. Any review or approval of any matter by the Commission or any Commission official or
employee under this Agreement shall be solely for the benefit of the Commission, and neither
Borrower nor any ather person shall rely upon such review or approval as an indication of the
wisdom, soundness, safety, appropriateness, or presence or absence of any matter. Without
limiting the generality of the foregoing, Borrower and not the Commission shall be solely responsible
for assuring compliance with laws, and the operation of the project.

8.0 GOOD FAITH AND FAIR DEALING.

Commission and Borrower agree to perform all of their obligations and the actions required
of each hereunder in good faith and in accordance with fair dealing.

29.0 ASSIGNMENT OF INTEREST IN THE SITE OR THE PROJECT.

29.1  Without the prior written approval of the Commission {or the Commission’s Executive
Director), which approval the Commission may withhold in its sole and absolute discretion, Borrower
shall not (i) sell, encumber, assign or otherwise transfer (collectively, "Transfer"} all or any portion of
its interest in the Site or the Project (excluding Borrower leases pursuant to the temms hereof), (ii)
permit the Transfer of greater than 49% of its ownership and/or control, in the aggregate, taking all
transfers into account on a cumulative basis; or (iii) Transfer any of its rights or obligations under the
HOME Loan Documents. Notwithstanding the foregoing, Commission hereby consents to the
events described in the last paragraph of Section 14.0 hereof, if applicable, without Borrower
obtaining any further consent from Commission. Borrower hereby agrees that any purported
Transfer not approved by Commission as required herein shall be ipso facto null and void, and no
voluntary or involuntary successor to any interest of Borrower under such a proscribed Transfer shall
acquire any rights pursuant to this Agreement.

29.2 Atany time Borrower desires to effect a Transfer hereunder, Borrower shall notify
Commissicn in writing (the "Transfer Notice") and shall submit to Commission for its prior written
approval (i) all proposed agreements and documents (collectively, the "Transfer Documents")
memorializing, facilitating, evidencing and/or relating to the circumstances surrounding such
proposed Transfer, and (i} a certificate setting forth representations and warranties by Borrower and
the proposed transferee to Commission sufficient to establish and insure that all requirements of this
Section 29 have been and will be met. No Transfer Documents shall be approved by Commission
unless they expressly provide for the assumption by the proposed transferee of all of Borrower's
obligations under the HOME Loan Documents. The Transfer Notice shall include a request that
Commission consent to the proposed Transfer. Commission agrees to make its decision on

Page 28



Borrower's request for consent to such Transfer, as promptly as possible, and, in any event, not later
than thirty (30) days after Commission receives the last of the items required by this Section 29 In
the event Commission consents to a proposed Transfer, then such Transfer shall not be effective
unless and until Commission receives copies of all executed and binding Transfer Documents which
Transfer Documents shall conform with the proposed Transfer Documents originally submitted by
Borrower to Commission. From and after the effective date of any such Transfer, Borrower shali be
released from its obligations under the HOME Loan Documents accruing subsequent such effective

date.

29.3 Notwithstanding anything in this Agreement, Borrower agrees that it shall not be
permitted to make any Transfer, whether or not Commission consent is required therefore and even
if Commission has consented thereto, if there exists an Event of Default under this Agreement at the
time the Transfer Notice is tendered to Commission or at any time thereafter until such Transferis to

be effective.

294 The provisions of this Section 29 shall apply to each successive Transfer and
proposed transferee in the same manner as initially applicable to Borrower under the terms set forth

herein.

30.0 ACCESS AND RETENTION OF RECORDS.

Borrower shall provide access to the Commission, the Federal Grantor agency, the Comptroller
General of the United States, or any of their duly authorized representatives to any books, documents,
papers and records of the Borrower which are directly pertinent to this Agreement for the purpose of
making audits, examinations, excerpts and transcriptions.

The Borrower is required to retain the aforementioned records for a period of five years after
the Commission pays the final payment and other pending matters are closed under this Agreement.
Records described in Section 10.2 concerning tenancies shall be retained for at least 5 years after the
due date (with extensions) for filing the federal income tax return for that year.
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IN WITNESS WHEREOF, the Parties have executed this Agreement as of the date and

year first above written.

COMMISSION:

COMMUNITY DEVELOPMENT
COMMISSION OF THE COUNTY OF LOS

ANGELES,
a Public Body Corporate and Politic

By:

' Carlos Jackson, Executive Director

APPROVED AS TO FORM:

Raymond G. Fortner Jr., County Counsel

By:

Deputy
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BORROWER:

SLAUSON STATION APARTMENTS, L.P.
a California Limited Partnership

By: Beyond Shelter Housing Development
Corporation, a California nonprofit public
benefit corporation

Its Managing General Partner

By:

JoAnne Yokota
Its Executive Director

By: River Bank Development Company,
a Califoria Corporation
Its Administrative General Partner

By :

Kenneth Bank
Its President
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EXHIBIT “A”> TO LOAN AGREEMENT

DIRECTORY OF DEFINED TERMS
(HOME LOAN - PROJECT NO. HE0088)

Each of the following terms is defined in the section of the Loan Agreement referenced in
parentheses.
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Affordable Housing Cost (Section 10.1)
Agreement (Preamble)

Annual Statement (Section 9.9)
Applicable  Governmental
(Section 9.1)

Applicable Percentage (Section 2.4)
Area Medium Income (Section 10.1)
Assignment (Section 2.4)

Assisted Units (Section 10.1)

Basic Rate (Section 2.2}

Borrower (Preamble)

CC&Rs (Section 6.2(3))

Certificate of Occupancy (Section 8.2(b))
Claims (Section 9.4)

Close of Escrow {Section 6.3)

Closing Conditions {Section 6.2)
Closing Deadline (Section 6.2)
Commission (Preamble)

Completion of the Project (Section 9.11)
Construction Contract (Section 6.2(11))
County {Section 9.11)

Default Rate (Section 2.2)

Eligible Persons (Section 10.1)

Escrow (Section 6.1)

Escrow Holder (Section 6.1)

Event of Defauit (Section 15.1)

General Contractor (Section 6.2(i))
Gross Rents (Section 9.9)

Hazardous Materials (Section 9.7)
HOME (Recital A)

HOME Deed of Trust (Section 5)

HOME Loan (Recital A)

HOME Promissory Note (Section 2.1)
Industry Funds (Section 2.3)

Junior Financing (Recital B)

Loan {Recital A)

Restrictions
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Loan Documents (Section 6.2(e))
Low-Income Households (Section 10.1)
Management Contract (Section 10.3)
Management Entity (Section 10.3)
Manager (Section 10.3)

Maturity Date (Section 2.3)

Net Proceeds (Section 2.4)

Net Refinancing Proceeds (Section 2.4)
Note (Section 2.1)

Operating Expenses (Section 9.9)

Other Financing (Recital B)

Parties (Preamble)

Party (Preamble)

Permitted Senior Encumbrances

(Section 6.2(f))

Plans (Section 10.4)

Project (Recital A)

Property (Section 5)

Refinancing (Section 2.4)

Residual Receipts (Section 2.3)

Senior Financing (Recital B)

Site (Recital A)

Sixty Percent Income Households (Section
10.1)

Subordination Agreement (Section 6.2(g))
TCAC (Section 2.5

Tax Credits {Section 2.5)

Term (Section 2.3)

Title Company (Section 6.2(f))

Transfer {Section 29.1)

Transfer Documents (Section 29.2)
Transfer Notice (Section 29.2)

Very Low-Income Households (Section 10.1)
Very Very Low-Income Households (Section
10.1)



EXHIBIT “B" TO LOAN AGREEMENT

SITE LEGAL DESCRIPTION



Legal Description

Lot 19, 20,21 and 22 in Book “A” of Huntington Park Annex, in the County of Los
Angeles, State of California as per Map Recorded in Book 5, Page 126 of Maps
in the Office of the County Recorder of Said County.



EXHIBIT “C" TO LOAN AGREEMENT

HOME PROMISSORY NOTE



PROMISSORY NOTE
(HOME - PROJECT NO. HEQQ88 )

$2,400,000 , 2006

For value received, the undersigned, Slauson Station Apartments L.P. a California Limited
Partnership ("Borrower") whose principal address is set forth hereinbelow, promises to pay to
the order of the COMMUNITY DEVELOPMENT COMMISSION OF THE COUNTY OF LOS
ANGELES, a public body corporate and politic ("Commission") at Two Coral Circle, Monterey
Park, California 91755-7425 (or to such designee and/or at such other address as the
Commission may from time to time designate in writing), the principal sum of TWO MILLION
FOUR HUNDRED THOUSAND DOLLARS ($2,400,000.00}) (the "Loan"), or such amount as
may be advanced hereunder, plus accrued and unpaid interest as provided hereinbelow, and all
other charges due hereunder, in accordance with the terms and conditions of that certain Loan
Agreement dated as of , 2006, entered into between Borrower and the
Commission (the "Loan Agreement"), and the terms and conditions of this Promissory Note (this
"Note"). As set forth in greater detail in the Loan Agreement, the purpose of the Loan is to
provide Borrower with predevelopment, construction and permanent financing upon completion
in connection with a housing project (*Project”) on a site more particularly described in the Loan
Agreement (“Site”).

1. Interast.

1.1 Basic Interest. Except as provided in Section 1.4 below, the disbursed and
unpaid principal balance of the Loan shall bear interest commencing on the date on which the
Loan proceeds are first disbursed for the account of Borrower, and ending on the date paid, at
the at the Applicable Federal Rate published by the Internal Revenue Service for the month
HOME funds are first disbursed, in accordance with section 1274(d) of the Internal Revenue
Code per annum, simple interest ("Basic Rate”). Interest shall be computed cn the hasis of
actual number of days elapsed and a 360-day year.

1.2 Payment Dates and Amounts. Boarrower shall repay SEVEN HUNDRED
THOUSAND DOLLARS ($700,000) by March 15, 2008. The obligation to make this payment is
contingent upon Borrower being City of Industry Funds by the Housing Authority of the County
of Los Angeles (“Industry Funds”) in the amount of minimum amount of $700,000 prior to the
commencement of Construction. In the event that Borrower is unable to obtain Industry Funds
as outlined herein, then Borrower shall not be obligated to paydown the HOME Program, by
said $700,000.Except as otherwise provided in this Note, Borrower shall repay the outstanding
balance Loan, together with accrued interest at the Basic Rate in arrears, in annual installments
on March 15th of each calendar year for the previous calendar year, commencing on March 15,
2009. Absent prepayment or acceleration, each of the annual payments due March 15, 2009
through and including March 15, 2038 (*Maturity Date”) shall be in an amount equal to fifty
percent (50%) of “Residual Receipts” for the prior calendar year, as defined herein. Residual
Receipts shall be calculated and reported to the Commission annually for each calendar year no
later than March 15th of the following calendar year on forms specified and provided by the
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Commissicn from time to time. All calculations and records are subject to audit by the
Commission. Notwithstanding any other provision of this Note, unless due sooner, the entire
outstanding principal balance of the Loan together with any outstanding interest and any other
sums payable under this Note shall be due and payable in full on the Maturity Date.

1.3 Calculation of Residual Receipts. Borrower shall provide to the Commission for
inspection and copying any records, receipts, account books, ledgers, checks, or other
documents or other evidence requested by the Commission for the purpose of verifying
Borrower's calculation of Residual Receipts, and shall promptly pay to the Commission any
further amount due but not paid as a result of any miscalculation by Borrower. In no event shall
any Loan payment attributable to an Event of Default
(as hereafter defined) or acceleration be deferred.

1.4 Default Rate. Any amounts (including but not limited to amounts of principal and
interest on the Loan) which Borrower does not pay when due under the terms of the Loan
Agreement or this Note shall bear interest at the rate of ten percent (10%) per annum, simple
interest (“Default Rate”), from the date due until the date paid.

1.5 Definition of Residual Receipts.

1.5.1 "Residual Receipts" shall mean, with respect to each calendar year, the
amount by which "Gross Rents,” as defined herein, for such calendar year exceed the
"Operating Expenses”, as defined herein, for that calendar year.

1.5.2 With the exception of the "Excluded Items" (as defined below), "Gross
Rents" shall mean, with respect to each calendar year or portion thereof, all gross income,
rentals, revenues, payments and consideration, of whatever form or nature, whether direct or
indirect, received by or paid to or for the account or benefit of Borrower or any "Affiliate" (as
defined befow) of Borrower or any of their agents or employees, from any and all sources,
resulting from or attributable to the ownership, operation, leasing and occupancy of the Project,
determined on the basis of generally accepted accounting principles applied on a consistent
basis, and shall include, but not be limited to: (i) gross rentals paid by occupancy tenants of the
Project under occupancy leases and payments and subsidies of whatever nature, including
without limitation any payments, vouchers or subsidies from the United States Department of
Housing and Urban Development (HUD) or any other person or organization, received on behalf
of tenants under occupancy leases, (i) amounts paid to Borrower or any Affiliate of Borrower on
account of "Operating Expenses" (as defined herein) for further disbursement by Borrower or
such Affiliate to a third party or parties, (iii} late charges and interest paid on rentals, (iv) rents
and receipts from licenses, concessions, vending machines, coin laundry and similar sources;
(v) other fees, charges or payments not denominated as rental but payable to Borrower in
connection with the rental of office, retail, storage, or other space in the Project; and
(vi) consideration received in whole or in part for the cancellation, modification, extension or
renewal of occupancy leases. The term "Affiliate” shall mean any person or entity direcily or
indirectly, through one or more intermediaries, controlling, controlled by or under commeon
control with Borrower which, if Borrower is a partnership or limited liability company, shall
include each of the constituent members or partners, respectively, thereof. The term "control"
as used in the immediately preceding sentence, means, with respect o a person that is a
corporation, the right to exercise, directly or indirectly, more than 50% of the voting rights
- attributable to the shares of the controlled corporation, and, with respect to a person that is not a
corporation, possession directly or indirectly of the power to direct or cause the direction of the
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management or policies of the controlled person. Notwithstanding the foregoing, Gross Rents
shall not include the following items (“Excluded ltems”): (aa) security deposits from tenants
(except when applied by Borrower to rent or other amounts owing by tenants); (bb) capital
contributions to Borrower or its members, partners or shareholders by its or their members,
partners or shareholders; (cc) condemnation or insurance proceeds constituting ‘Net Proceeds’
as defined in Section 1.6 below; and (dd) funds received from any scurce (including but not
limited to the Senior Financing and any Junior Financing or Other Financing) actually and
directly used for acquisition and/or initial development of the Project.

1.5.3 "Operating Expenses” shall mean, with respect to each calendar year or
portion thereof, the sum of the following expenses to the extent reasonably paid by Borrower
during such period: (i) non-elective payments made with respect to the Senior Financing; (ii) all
taxes and assessments imposed upon the Project and required to be paid by Borrower but only
to the extent such taxes and assessments are paid or set aside as a reserve by Borrower during
such calendar year,; (iii} all amounts paid or set aside as a reserve by Borrower on account of
insurance premiums for insurance carried in connection with the Project, provided that if
insurance on the Project is maintained as part of a blanket policy covering the Project and other
properties, the insurance premium included in this definition shall be the portion of the premium
fairly allocable to the Project for the period; (iv) ownership and operating costs incurred by
Borrower for the management, operation, cleaning, leasing, marketing, maintenance and repair
of the Project (including without limitation, property management fees and administrative fees)
properly chargeable against income according to generally accepted accounting principles,
including without limitation wages, payroll and accounting costs, utility and heating charges,
material costs, maintenance costs, costs of services, water and sewer charges, travel expenses
allocable to the Project, and license fees and business taxes; provided, however, that (A) the
amount included as property management fees and administrative fees in Operating Expenses
shall collectively not exceed ten percent (10%) of Gross Rents from the Project for such period,
all or a portion of each of which may be paid to Borrower and/or an Affiliate of Borrower, (B)
such property management fees and administrative fees shall only be paid on the basis of
supporting documentation reasonably acceptable to the Commission, and shall be paid after the
payment of all other Operating Expenses, and (C) partnership management fees and other fees
payable to any partner in a tax credit limited partnership shall only be considered Operating
Expenses to the extent they do not exceed $10,000 in the aggregate in any year; {v) reasonable
and ordinary reserves actually set aside for replacement of roofing, furniture, fixtures,
equipment, and other capital expenditures, in an annual amount no less than $200.00 per unit
and no greater than such higher amount as may be established from time to time by mutual
agreement of the Parties, (vi)to the extent not otherwise included in Operating Expenses,
amounts paid from any account as a reserve account for the purpose for which such reserve
was created so long as such purpose would constitute an Operating Expense; and  (vii)
deferred developer fee.

1.5.4 Notwithstanding any provision of Section 1.5.3, the term "Operating
Expenses" shall not include any of the following:

)] salaries of employees of Borrower or Borrower's general overhead
expenses, or expenses, costs and fees paid to an Affiliate of Borrower, to the extent any of the
foregoing exceed the expenses, costs or fees that would be payable in a bona fide arms' length
transaction between unrelated parties in the Los Angeles-Orange County area for the same
work or services;
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(ii) any amounts paid directly by a tenant of the Project to a third party
in connection with expenses which, if incurred by Borrower, would be Operating Expenses;

(iii) optional or elective payments with respect to the Senior Financing;

{iv) any payments with respect to Junior Financing, Other Financing,
or any other Project-related loan or financing other than the Senior Financing; or

(v) expenses, expenditures, and charges of any nature whatsoever
arising or incurred by Borrower prior to completion of the Project with respect to the
development, maintenance and upkeep of the Project, or any portion thereof, including, without
limitation, all costs and expenses incurred by Borrower in connection with the acquisition of the
Property, all predevelopment activities conducted by Borrower in connection with the Project,
including without limitation, the preparation of all plans and the performance of any tests,
studies, investigations or other work, and the construction of the Project and any on-site or off-
site work in connection therewith.

1.6 In addition to the payments provided in Section 1.2 above, and subject to the
terms of the Senior Financing, Borrower shall pay to the Commission towards (but not to
exceed) any outstanding amounts associated with the Loan: (a) no later than the date of close
of escrow or other consummation of any Assignment other than a Minor Assignment, the
Applicable Percentage of the Net Proceeds of such Assignment; and (b) no later than the
recording of a Refinancing, fifty percent (60%) of the Net Refinancing Proceeds received from
any such Refinancing.

A *Minor Assignment” shall mean any lease of an individual unit in the Project for
occupancy by a residential tenant and in the ordinary course of business for operation of the
Project.

“Applicable Percentage” shall mean fifty percent {50%); provided, however, that the term
Applicable Percentage shall mean one hundred percent (100%) with respect to a payment on
the Loan attributable in whole or in part to a condemnation of, or event of damage, destruction
or casualty with respect to, the Site, the Project or any portion of either.

“Assignment” means any voluntary or involuntary conveyance, disposition, assignment,
taking, casualty, encumbrance (other than a Refinancing as defined below or the creation of the
Senior Financing or any other Project Loan or limited partner contribution, the proceeds of which
are used solely for initial acquisition of the Site by Borrower or initial development of the
Project), sublease, sale, license, concession, management agreement, operating agreement,
transfer or similar transaction with respect to any direct or indirect interest or economic benefit
of any person or entity in connection with the Project or the use or occupancy of the Site
including, without limitation, any Transfer by Borrower of all or any portion of its rights under or
interest in the Project or the Site, any change of ownership or control of Borrower, any
condemnation or taking of the Site or the Project or any portion thereof, any event of damage to
or destruction of the Site or the Project, any foreclosure of Borrower’s interest in the Project or
the Site, whether by judicial proceedings, or by virtue of any power contained in a deed of trust,
indenture or other instrument creating a lien against the Site or the Property, or any assignment
of Borrower's estate in the Project or the Site through, or in lieu of, foreclosure or other
appropriate and bona fide proceedings in the nature thereof; provided, however, that the term
“Assignment” as used herein shall not include bona fide transfers of an ownership interest in

09535.6 388-6 4/10/2000 3:49 PM
4



Borrower to any Affiliate of Borrower, so long as the consideration paid to the selling partner,
member or shareholder on account of such transfer does not exceed the actual amount paid by
such partner, member or shareholder for its ownership interest plus reimbursement for any out-
of-pocket expenses incurred by such partner, member or shareholder in connection with its
acquisition of such ownership interest.

“Net Proceeds” of an Assignment shall mean (1) the proceeds received, directly or
indirectly, by Borrower or any Affiliate or constituent member or partner, or majority shareholder,
of Borrower or any Affiliate as a result of such Assignment, including, without limitation, cash,
the amount of any monetary lien or encumbrance assumed or taken subject to by the assignee,
the fair market value of any non-cash consideration, including the present value of any
promissory note received as part of the proceeds of such Assignment (such present value to be
determined based upon a discount rate reasonably satisfactory to HACOLA), the entire
condemnation award or compensation payable to Borrower or any Affiliate or constituent
member or partner, or majority shareholder, of Borrower or any Affiliate in connection with a
condemnation or taking in eminent domain of any part of the Site or the Project or any interest
therein, all insurance proceeds or awards payable to Borrower or any Affiliate or constituent
member or partner or majority shareholder of Borrower or any Affiliate in connection with any
damage to or destruction of the Site or the Project or any part thereof not used for project
restoration; less (2) the sum of (i) the actual, documented and reasonable expenses of effecting
such Assignment, including reasonable brokerage commissions, title insurance premiums,
documentary transfer taxes, and reasonable attorneys’ fees, in each case actually paid in
connection with the Assignment (provided that no deduction shall be allowed for payments to an
Affiliate of the person or entity making the Assignment which are in excess of the amount that
would be paid for the same or equivalent services in an arms’ length transaction between
unrelated parties acting reasonably), and (ii} the amount of any proceeds of the Assignment
paid (excluding voluntary payments) towards the then-outstanding balance of the Senicr
Financing. Notwithstanding anything above to the contrary, the permissible deductions for
purposes of calculating the Net Proceeds of an Assignment shall not include any foreign, U.S.,
state or local income taxes, franchise taxes, or other taxes based on income.

“Refinancing” shall mean creation or substantial modification of a loan (“Project Loan”)
secured by an encumbrance on the Site, the Project, or any portion thereof. The term
“Refinancing” shall not include the creation of the Senior Financing or any other Project Loan,
the proceeds of which are used solely for initial acquisition of the Site by Borrower or initial
development of the Project.

“Net Refinancing Proceeds” shall mean the gross face amount of the Project Loan
obtained in connection with such Refinancing, after: (1) payment of the actual, documented and
reasonable expenses of such Refinancing, including escrow fees, title policy expenses, legal
expenses, survey fees, recording fees, commissions, and other usual and reasonable expenses
of any such Refinancing (provided, that no deduction shall be allowed for payments in
connection with such Refinancing which are in excess of the amounts that would be paid for the
same or equivalent services in an arms’ length transaction between unrelated parties acting
reasonably); and (2) deduction of amounts repaid (excluding voluntary payments) in connection
with the Refinancing towards amounts outstanding under the Senior Financing.
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2. Acceleration.

Notwithstanding the payment terms set forth in Section 1 above, upon the occurrence of
any "Event of Default" as set forth in Section 9 below, the entire outstanding principal balance of
this Note, together with any outstanding interest and other amounts payable hereunder, shall, at
the election of the Commission and upon naotice to Borrower thereof become immediately due
and payable without presentment, demand, protest or other notices of any kind, all of which are

hereby waived by Borrower.

3. Prepayment; Application of Payments.

At any time after the disbursement of the Loan proceeds, Borrower may prepay all or a
portion of the unpaid principal amount of the Loan and accrued interest and any other sums
outstanding without penalty. All payments, including any prepayments or funds received upon
acceleration pursuant to Section 2 above, shall be applied first toward any outstanding costs of
collection or other amounts (excluding Loan principal or interest thereon) due under this Note or
the Loan Agreement, then toward outstanding interest accrued at the Default Rate, if any, then
toward outstanding interest accrued at the Basic Rate, if any, and finally toward the remaining
principal balance under the Note.

4, Security and Source of Payment.

Borrower's obligations under this Note and the Loan Agreement shall, at all times during
which any amount remains outstanding, be secured by the deed of trust (“Deed of Trust”) of
even date herewith, and of which the Commission is the beneficiary, recorded against
Borrower's fee interest in the Site and the Project (collectively, the “Property”). The security
interest in the Property granted to the Commission pursuant to the Deed of Trust shall be
subordinate only to the Senior Financing and such exceptions to title shown in the title report for
the Property which are approved in writing by the Commission. Except to the extent any Event
of Default hereunder results directly or indirectly from any fraud or intentional and material
misrepresentation by Borrower in connection with this Note, the Loan Agreement or the Loan,
the Loan is a non-recourse obligation of Borrower and, in the event of the occurrence of an
Event of Default, the Commission’s only recourse under the Deed of Trust shall be against the
Property, the proceeds thereof, the rents and other income arising from its use and occupancy
as provided in the Deed of Trust, and any other collateral given to the Commission as security
for repayment of the Loan.

5. Obligation of Borrower Unconditional.

The obligation of Borrower to repay the Loan and all accrued interest thereon and all
other sums due there under shall be absolute and unconditional, and until such time as all of the
outstanding principal of, interest on and all other sums due under, this Note shall have been
fully paid, Borrower agrees that it: (a) will use the funds solely for the purposes set forth herein;
and (b) will not terminate or suspend any payment or obligations under this Note, the Loan
Agreement, or any other document executed hereunder or in connection herewith for any
cause, including without limitation, any acts or circumstances that may constitute failure of
consideration, commercial frustration of purpose, or any duty, liability or obligation arising out of
or in connection with this Note, the Loan Agreement or any document executed hereunder or in

connection herewith.
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6. Purpose of Loan.

The Loan proceeds shall be used by Borrower only to predevelopment, construction and
permanent financing upon completion for the housing development described in the Loan
Agreement. In no event shall Borrower use or otherwise invest the proceeds of the Loan except
as expressly provided in this Note.

7. Covenants of Borrower.

As additional consideration for the making of the Loan by HACOLA, Borrower covenants
as follows:

7.1 Compliance with Loan Agreement and Deed of Trust. Borrower shall comply
with all of its obligations under the Loan Agreement and the Deed of Trust. Any amounts
payable by Borrower under the Loan Agreement or the Deed of Trust (other than amounts also
payable hereunder) shall be deemed added to the principal amount of the Loan payable
hereunder.

7.2 Other Loans. Borrower shall comply with all monetary and non-monetary
covenants associated with any loan secured by an interest in the Site or the Project. Borrower
shall provide to the Commission a copy of any notice of default within five business days after
receiving any notice of a default or alleged defaull of such covenants by Borrower, and
Borrower shall promptly cure any such default and cooperate in permitting the Commission, to
the extent the Commission in its sole discretion elects to do so, to cure or assist in curing the
default, Any cost or expenditure incurred by the Commission in providing or assisting in such a
cure shall be added to the outstanding principal amount of the Loan.

8. Assignment of this Note.

This Note shall be assignable by Borrower only if Borrower obtains the prior express
written consent of the Commission, which consent may be withheld by the Commission in its
sole discretion. Notwithstanding anything to the contrary in this Note, no purported assignment
of this Note and the Loan shall be effective if such assignment would violate the terms,
conditions and restrictions of any Applicabie Governmental Restrictions. The Commission’s
consent to such assignment shall be expressly conditioned upon (i) the assignee’s execution of
such documents as required by the Commission in its sole discretion, including, without
limitation, any and all documents deemed necessary by the Commission to provide for said
assignee’s assumption of all of the obligations of Borrower hereunder and under the Loan
Documents, and (ii) the Commission’s approval of the financial and credit worthiness of such
proposed assignee and the assignee’s ability to perform all of the Borrower's covenants under
this Note and the Loan Agreement and any of the other Loan Documents. With respect to
Projects funded through an allocation of state and/or federal low income housing tax credits, the
Commission has pre-approved certain transfers a provided in the last paragraph of Section 14
of the Loan Agreement.
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9. Events of Defauit and Remedies.

A Borrower Events of Default. The occurrence of any of the following shall, after
the giving of any notice and the expiration of any applicable cure period described therein,
constitute an event of default by Borrower hereunder {("Event of Default"):

(1) The failure of Borrower to pay or perform any monetary covenant or
obligation hereunder or under the terms of the Deed of Trust or the Loan Agreement, without
curing such failure within ten (10) days after the date such payment is due. Notwithstanding
anything herein to the contrary, the herein described cure period shall not apply to a failure by
Borrower to timely repay the Loan at the Maturity Date of this Note;

(2) The failure of Borrower to perform any non-monetary covenant or
obligation hereunder or under or the Deed of Trust or the Loan Agreement, without curing such
failure within thirty (30) days after receipt of written notice of such default from the Commission
(or from any party authorized by the Commission to deliver such notice as identified by the
Commission in writing to Borrower) specifying the nature of the event or deficiency giving rise to
the default and the action required to cure such deficiency; provided, however, that if any default
with respect to a non-monetary obligation is such that it cannot be cured within a 30-day period,
it shall be deemed cured if Borrower commences the cure within said 30-day pericd and
diligently prosecutes such cure to completion thereafter with the cure completed in any event
within 180 days after the notice. Notwithstanding anything herein o the contrary, the herein
described notice cure periods shall not apply to any Event of Default described in Sections

9(A)(3) through 9(A)(8) below;

(3) The material falsity of any representation or breach of any warranty or
covenant made by Borrower under the terms of this Note, the Loan Agreement or the Deed of

Trust;

(4) Borrower or any constituent member or partner, or majority shareholder,
of Borrower shall (a) apply for or consent to the appointment of a receiver, trustee, liquidator or
custodian or the like of its property, (b) fail to pay or admit in writing its inability to pay its debts
generally as they become due, (¢) make a general assignment for the benefit of creditors, (d) be
adjudicated a bankrupt or insolvent or (e} commence a voluntary case under the Federal
bankruptcy laws of the United States of America or file a voluntary petition that is not withdrawn
within ten (10) days of the filing thereof or answer seeking an arrangement with creditors or an
order for relief or seeking to take advantage of any insolvency law or file an answer admitting
the material allegations of a petition filed against it in any bankruptcy or insolvency proceeding;

(5) If without the application, approval or consent of Borrower, a proceeding
shall be instituted in any court of competent jurisdiction, under any law relating to bankruptcy, in
respect of Borrower or any constituent member or partner or majority shareholder of Borrower,
for an order for relief or an adjudication in bankruptcy, a composition or arrangement with
creditors, a readjustment of debts, the appointment of a trustee, receiver, liquidator or custodian
or the like of Borrower or of all or any substantial part of Borrower's assets, or other like relief in
respect thereof under any bankruptcy or insolvency law, and, if such proceeding is being
contested by Borrower, in good faith, the same shall (a) result in the entry of an order for relief
or any such adjudication or appointment, or (b) continue un-dismissed, or pending and un-
stayed, for any period of ninety (90) consecutive days;
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(6) Following completion of the construction of the Project, voluntary
cessation of the operation of the Project for a continuous period of more than thirty (30) days or
the involuntary cessation of the operation of the Project in accordance with this Note for a
continuous period of more than sixty (60) days;

(7) Borrower shall suffer or attempt to effect a Transfer, in violation of Section
14 or Section 30 of the Loan Agreement;

(8) Borrower shall be in default under the terms of the CCA&Rs, Senior
Financing, Junior Financing, Other Financing, the Supportive Services Agreement (if applicable
under Section 7 of the Loan Agreement} or any other secured or unsecured obligation relating
to the Project, unless the defauit is cured within the cure period, if any, applicable thereto under
the terms of the obligation which is in default.

B. Commission Remedies. Upon the occurrence of an Event of Default hereunder,
the Commission may, in its sole discretion, take any one or more of the following actions:

(1) By notice to Borrower, declare the entire then unpaid principal balance of
the Loan immediately due and payable, and the same shall become due and payable without
further demand, protest or further notice of any kind, all of which are hereby expressly waived
by Borrower. Upon such declaration, outstanding principal and (to the extent permitted by law)
interest and any other sums outstanding in connection with the Loan shall thereafter bear
interest at the Default Rate, payable from the date of such declaration until paid in full;

(2) Subject to the non-recourse provisions of Section 4 above, take any and
all actions and do any and all things which are allowed, permitted or provided by law, in equity
or by statute, in the sole discretion of the Commission, to coflect the amounts then due and
thereafter to become due hereunder, to exercise its rights under the Deed of Trust, and to
enforce performance and observance of any obligation, agreement or covenant of the Borrower
under this Note or under any other document executed in connection herewith;

(3) Subject to the non-recourse provisions of Section 4 above, upon the
occurrence of an Event of Default, which is occasioned by Borrower's failure to pay money,
whether under this Note or the Loan Agreement, the Commission may, but shall not be
obligated to, make such payment. If such payment is made by the Commission, Borrower shall
deposit with the Commission, upon written demand therefore, such sum plus interest at the
Default Rate. The Event of Default with respect to which any such payment has been made by
the Commission shall not be deemed cured until such repayment has been made by Borrower.
Until repaid, such amounts shall have the security afforded disbursements under this Note;

(4) Subject to the non-recourse provisions of Section 4 above, upon the
occurrence of an Event of Default described in Section 8(A)(4) or 9{A)5) hereof, the
Commission shall be entitled and empowered by intervention in such proceedings or otherwise
to file and prove a claim for the whole amount owing and unpaid on the Loan and, in the case
of commencement of any judicial proceedings, to file such proof of claim and other papers or
documents as may be necessary or advisable in the judgment of the Commission and its
counsel to protect the interests of the Commission and to collect and receive any monies or
other property in satisfaction of its claim.
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C. No Remedy Exclusive. No remedy herein conferred upon or reserved to the
Commission is intended to be exclusive of any other available remedy or remedies, but each
such remedy shall be cumulative and shall be in addition to every other remedy given under this
Note or now or hereafter existing at law or in equity or by statute; and may be exercised in such
number, at such times and in such order as the Commission may determine in its sole
discretion. No delay or omission to exercise any right or power upon the occurrence of any
Event of Default hereunder shall impair any such right or power or shall be construed to be a
waiver thereof, but any such right and power may be exercised from time to time and as often
as may be deemed expedient by the Commission. In order to entitle the Commission to exercise
any right or remedy reserved to it under this Note, no notice shall be required except as
expressly provided herein.

D. Commission Default and Borrower Remedies. Upon fault or failure of the
Commission to meet any of its obligations under this Note without curing such failure within
thirty (30) days after receipt of written notice of such failure from Borrower specifying the nature
of the event or deficiency giving rise o the default and the action required to cure such
deficiency, Borrower may, as its sole and exclusive remedies:

(1) Demand and obtain payment from the Commission of any sums due to or
for the benefit of Borrower pursuant to the express terms of this Note;

(2) Bring an action in equitable relief seeking the specific performance by the
Commission of the terms and conditions of this Note or seeking to enjoin any act by the
Commission which is prohibited hereunder; and

(3) Bring an action for declaratory relief seeking judicial determination of the
meaning of any provision of this Note.

Without limiting the generality of the foregoing, Borrower shall in no event be
entitled to, and hereby waives, any right to seek consequential damages of any kind or nature
from the Commission arising out of or in connection with this Note, and in connection with such
waiver Borrower is familiar with and hereby waives the provisions of Section 1542 of the
California Civil Code which provides as follows: “A GENERAL RELEASE DOES NOT EXTEND
TO CLAIMS WHICH THE CREDITOR DOES NOT KNOW OR SUSPECT TO EXIST IN HIS
FAVOR AT THE TIME OF EXECUTING THE RELEASE WHICH IF KNOWN BY HIM MUST
HAVE MATERIALLY AFFECTED HIS SETTLEMENT WITH THE DEBTOR.”

10. Agreement {o Pay Attorneys’ Fees and Expenses.
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In the event that either party hereto brings any action or files any proceeding in
connection with the enforcement of its respective rights under this Note or any of the other Loan
Documents as a consequence of any breach by the other party of its obligations hereunder or
thereunder, the prevailing party in such action or proceeding shall be entitled to have its
reasonable attorneys' fees and out-of-pocket expenditures paid by the losing party. The
attorneys' fees so recovered shall include fees for prosecuting or defending any appeal and
shall be awarded for any supplemental proceedings until the final judgment is satisfied in full. In
addition to the foregoing award of attorneys' fees, the prevailing party in any lawsuit on this Note
or any other Loan Document shall also be entitled to its attorneys' fees incurred in any post-
judgment proceedings to collect or enforce the judgment. In addition to the foregoing, Borrower
agrees to pay or reimburse the Commission, upon demand by the Commission, for all costs
incurred by the Commission in connection with the enforcement of this Note, and any other
Loan Document, including without limitation, reasonable attorneys' fees and costs, if there shall
be filed by or against Borrower any proceedings under any federal or state bankruptcy or
insolvency laws, whether the Commission is a creditor in such proceeding or otherwise.

11. Conflict of Interest; No Individual Liability.

No official or employee of the Commission shall have any personal interest, direct or
indirect, in this Note, nor shall any official or employee of the Commission participate in any
decision relating to this Note which affects such official's or employee's pecuniary interest in any
corporation, partnership or association in which such official or employee is directly or indirectly
interested. No official or employee of the Commission shall be personally liable in the event of a
breach of this Note by the Commission.

12. Amendments, Changes and Madifications.

This Note may not be amended, changed, modified, or altered without the prior written
consent of the parties hereto.

13. Notices.

All notices, demands, requests, elections, approvals, disapprovals, consents or other
communications given under this Note shall be in writing and shall be given by personal
delivery, facsimile, certified mail (return receipt requested), or overnight guaranteed delivery
service and faxed or addressed as follows:

If to Commission: Community Development Commission of the
County of Los Angeles
Two Coral Circle
Monterey Park, California 91755-7425
Attn: Executive Director
Fax No. (323) 890-8584

With a copy to: Community Development Commission of the
County of Los Angeles
Two Caoral Circle
Monterey Park, California 91755-7425
Attn: Director of Housing Deveiopment and Preservation
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Fax No. (323} 890-8576

If to Borrower: Beyond Shelter Housing Development Corporation
1200 Wilshire Bivd. Suite 600
Los Angeles CA 90017
Attn: Executive Director
Fax No(213)251-2113

With a copy to: River Bank Development Company
1041 Centinela Ave.
Santa Monica CA 90403
Fax No.(310) 828-0046

Notices shall be effective upon receipt, if given by personal delivery; upon receipt, if faxed,
provided there is written confirmation of receipt (except that if received after 5 p.m., notice shall
be deemed received on the next business day); the earlier of (i) three (3) business days after
deposit with United States Mail, or (ii) the date of actual receipt as evidenced by the return
receipt, if delivered by certified mail; and (iii) after deposit with the delivery service, if delivered
by overnight guaranteed delivery service, Each party shall promptly notify the other party of
any change(s) of address to which notice shall be sent pursuant to this Note.

14, Severability.

The invalidity or unenforceability of any one or more provisions of this Note will in no way
affect any other provision.

15. Interpretation.

Whenever the context requires, all words used in the singular will be construed to have
been used in the plural, and vice versa, and each gender will include any other gender. The
captions of the paragraphs of this Note are for convenience only and do not define or limit any
terms or provisions. Time is of the essence in the performance of this Note by Borrower. Each
Party has been represented by counsel in the negotiation of this Note, and it shall not be
interpreted in favor of or against any Party on account of relative responsibilities in drafting.
Notwithstanding any other provision of this Note, nothing herein or in this Note shall be deemed
to require Borrower to pay interest in the amount of any applicable usury law or other legal
limitation on interest, and the terms hereof and of this Note shall be interpreted to require in
each instance the lesser of (i) the amount stated in this Note; and (ii) the maximum applicable
legal limit. Defined terms not otherwise defined herein shall have the meaning assigned to them

by the Loan Agreement.
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16. No Waiver; Consents.

Any waiver by the Commission must be in writing and will not be construed as a continu-
ing waiver. No waiver will be implied from any delay or failure by the Commission to take action
on account of any default of Borrower. Consent by the Commission to any act or omission by
Borrower will not be construed as consent to any other or subsequent act or omission or to
waive the requirement for the Commission's consent to be obtained in any future or other
instance.

17. Governing Law.

This Note shall be governed by the laws of the State of California.

18. Representations, Warranties and Additional Covenants of Borrower.

Borrower hereby represents, warrants and covenants to the Commission that:

A, Organization and Standing. Borrower is a California legal entity as described in
the Transaction Summary set forth in the Loan Agreement, duly formed, qualified to operate in
California and validly existing and in good standing under all applicable laws, and has all
requisite power and authority to enter into and perform its obligations under this Note, the Loan
Agreement, the Deed of Trust, the CC&Rs, and all other documents executed in connection
herewith.

B. Enforceability. This Note and all other instruments to be executed by Borrower in
connection with the Loan constitute the legal, valid and binding obligation of Borrower, without
joinder of any other party.

C. Authorization and Consents. The execution, delivery and performance of this
Note and all other instruments to be executed in connection herewith is consistent with the
operating agreement, partnership agreement or articles and bylaws governing Borrower and
have been duly authorized by all necessary action of Borrower's members, partners, directors,
officers and shareholders.

D. Due and Valid Execution. This Note and all other instruments to be executed in
connection herewith, will, as of the date of their execution, have been duly and validly executed
by Borrower.

E. Licenses. Borrower will obtain and maintain all material licenses, permits,
consents and approvals required by all applicable governmental authorities to own and operate
the Project.

F. Litigation _and Compliance.  There are no suits, other proceedings or
investigations pending or threatened against, or affecting the business or the properties of
Borrower (other than those as have been previously disclosed in writing to the Commission)
which could impair its ability to perform its obligations under this Note, nor is Borrower in
violation of any laws or ordinances which could materially impair Borrower’s ability to perform its
obligations under this Note.
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G. Default. There are no facts now in existence which would, with the giving of
notice or the lapse of time, or both, constitute an "Event of Default" hereunder, as described in

Section 9.

H. No Violations. The execution and delivery of this Note, the Loan Agreement and
all other documents executed or given there under, and the performances hereunder and there
under by Borrower, as applicable, will not constitute a breach of or default under any instrument
or agreement to which Borrower may be a party nor will the same constitute a breach of or
violate any law or governmental regulation.

19. Approvals.

Except with respect to those matters set forth hereinabove providing for the
Commission’s approval, consent or determination to be at the Commission’s "sole discretion” or
"sole and absolute discretion," the Commission hereby agrees to act reasonably with regard to
any approval, consent, or other determination given by the Commission hereunder. The
Commission agrees to give Borrower written notice of its approval or disapproval following
submission of items to the Commission for approval, including, in the case of any disapproved
item, the reasons for such disapproval.

Any review or approval of any matter by the Commission or any Commission official or
employee under this Note shall be solely for the benefit of the Commission, and neither
Borrower nor any other person shall rely upon such review or approval as an indication of the
wisdom, soundness, safely, appropriateness, or presence or absence of any matter. Without
limiting the generality of the foregoing, Borrower and not the Commission shall be solely
responsible for assuring compliance with laws, the suitability of the Site for the Project, the
adequacy of the plans, and the safety of the Project construction site, the completed Project,
and the operation thereof.

Any consent to a Transfer under Section 29 of the Loan Agreement and any other
consent or approval by the Commission under this Note, the Deed of Trust, the Loan Agreement
or any of the other documents executed in connection therewith, may be given by the
Commission’s Executive Director without action by the Commission’s governing board, unless
the Executive Director in his or her sole discretion elects to refer the matter to the board.

20. Good Faith and Fair Dealing.

The Commission and Borrower agree to perform all of their obligations and the actions
required of each hereunder in good faith and in accordance with fair dealing.

21. Waiver.

Borrower agrees that it will still be liable for repayment of this Note, subject to the
nonrecourse provision of Section 4 above, even if the holder hereof does not follow the
procedures of presentment, protest, demand, diligence, notice of dishonor and of nonpayment,
which requirements are hereby waived. Failure of the Commission or other holder hereof to
exercise any right or remedy hereunder shall not constitute a waiver of any future or other
default. No acceptance of a past due installment or indulgence granted from time to time shall
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be construed to be a waiver of, or to preclude the exercise of, the right to insist upon prompt
payment thereafter or to impose late charges retroactively or prospectively, or to waive or
preclude the exercise of any other rights which the Commission may have.
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IN WITNESS WHEREOF, Borrower has executed this Note as of the date and year first
above written

BORROWER:

SLAUSON STATION APARTMENTS L.P.
A Caiifornia Limited Partnership

By: Beyond Shelter Housing Development Corporation,

a California nonprofit public benefit corporation
lts Managing General Partner

BY

JoAnne Yokota
Executive Director

By: River Bank Development Company,
A California Corporation
ts Administrative General Partner

By :

Kenneth Bank
President
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EXHIBIT D" TO LOAN AGREEMENT

- HOME DEED OF TRUST



DEED OF TRUST
(HOME - PROJECT NO.HE0088)

OFFICIAL BUSINESS

Document entitled to free
recording per Govt. Code
Section 6103.

Recording Requested by and
When Recorded Mail To:

COMMUNITY DEVELOPMENT COMMISSION OF THE
COUNTY OF LOS ANGELES

2 Coral Circle

Monterey Park, CA 91755-7425

Attn.: Director of Housing

Development and Preservation

Above Space For Recorder's Use Only

DEED OF TRUST, ASSIGNMENT OF RENTS,
SECURITY AGREEMENT AND FIXTURE FILING

THIS DEED OF TRUST, ASSIGNMENT OF RENTS, SECURITY AGREEMENT AND
FIXTURE FILING ("Deed of Trust") is made as of , 2006, by and between
Slauson Station Apartments, L.P. a California Limited Partnership ("Trustor") whose address is
1707-1717 E._61* Street, Los Angeles, CA; North American Title Insurance Company of
California, inc. ("Trustee"); and the COMMUNITY DEVELOPMENT COMMISSION OF THE
COUNTY OF LOS ANGELES, a public body corporate and politic ("Beneficiary™).

RECITALS

A, Beneficiary is making a locan to Trustor in the criginal principal amount of
TWO MILLION FOUR HUNDRED THOUSAND DOLLARS ($2,400,000) (the "Loan") pursuant
to that certain Loan Agreement (the "Loan Agreement”) entered into by Trustor and Beneficiary
and dated as of , 2006. The Loan is evidenced by a promissory note of even
date herewith executed by Trustor (the "Note"} in the principal amount of the Loan.
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B. Trustor intends to use the Loan proceeds for the purpose of providing financing
for the housing development described in the Loan Agreement (the “Project”). The Project will
be developed on a site legally described on Attachment “1” to this Deed of Trust (the

“Property”).

NOW THEREFORE, in consideration of the Loan, Trustor hereby irrevocably grants,
conveys, transfers and assigns to Trustee, its successors and assigns, in trust, with power of
sale and right of entry and possession as provided below all of its present and future estate,
right, title and interest in and to the Property, together with all right, title and interest of Trustor
therein and in and to, and grants to Beneficiary a security interest in, the following:

(A) All development rights, air rights, water, water rights, and water stock relating to the
Property.

(B) All present and future structures, buildings, improvements, appurtenances and
fixtures of any kind on the Property, including but not limited to all apparatus, attached
equipment and appliances used in connection with the operation or occupancy of the Property,
such as heating and air-conditioning systems and facilities used to provide any utility services,
ventilation, vehicular cleaning, storage or other services on the Property, and all signage,
carpeting and floor coverings, partitions, generators, screens, awnings, boilers, furnaces, pipes,
plumbing, vacuum systems, brushes, blowers, cleaning, call and sprinkler systems, fire
extinguishing apparatus and equipment, water tanks, heating, ventilating, air conditioning and
air cooling equipment, and gas and electric machinery and equipment, it being intended and
agreed that all such items will be conclusively considered to be a part of the Property conveyed
by this Deed of Trust, whether or not attached or affixed to the Property.

(C) All appurtenances of the Property and all rights of Trustor in and to any streets,
roads or public places, easements or rights of way, relating to the Property.

{D) All of the rents, rovalties, profits and income related to the Property, to the extent not
prohibited by any applicable law.

(E) All proceeds and claims arising on account of any damage to or taking of the
Property and all causes of action and recoveries for any loss or diminution in value of the

Property.

(F) All existing and future goods, inventory, equipment and all other personal property of
any nature whatsoever now or hereafter located on the Property which are now or in the future
owned by Trustor and used in the operation or occupancy of the Property or in any construction
on the Property but which are not effectively made real property under Clause (B) above,
including but not limited to all appliances, furniture and furnishings, building service equipment,
and building materials, supplies, equipment, machinery, plumbing and plumbing material and
supplies, concrete, lumber, hardware, electrical wiring and electrical material and supplies,
roofing material and supplies, doors, paint, drywall, insulation, cabinets, ceramic material and
supplies, flooring, attached appliances, fencing, [andscaping and all other materials, supplies
and property of every kind and nature.

(G)  All present and future accounts, general intangibles, chattel paper, contract
rights, deposit accounts, instruments and documents as those terms are defined in the
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Caiifornia Uniform Commercial Code, now or hereafter relating or arising with respect to the
Property and/or the use thereof or any improvements thereto, including without limitation: (i) all
rights to the payment of money, including escrow proceeds arising out of the sale or other
disposition of all or any portion of the estate of Trustor upon the Property now or hereafter
existing thereon,; (ii) all plans, specifications and drawings relating to the development of the
Property and/or any construction thereon; (iii} all use permits, licenses, occupancy permits,
construction and building permits, and all other permits and approvals required by any
governmental or quasi-governmental authority in connection with the development, construction,
use, occupancy or operation of the Property; (iv)any and all agreements relating to the
development, construction, use, occupancy and/or operation of the Property between Trustor
and any contractor, subcontractor, project manager or supervisor, architect, engineer, laborer or
supplier of materials; (v) all iease or rental agreements; {vi) all names under which the Property
is now or hereafter operated or known and all rights to carry on business under any such names
or any variant thereof; (vii) all trademarks relating to the Property and/or the deveiopment,
construction, use, occupancy or operation thereof; (viii) all goodwill relating to the Property
and/or the development, construction, use, occupancy or operation thereof; (ix) all reserves,
deferred payments, deposits, refunds, cost savings, bonds, insurance policies and payments of
any kind relating to the Property; (x) all loan commitments issued to Trustor in connection with
any sale or financing of the Property; (xi) all funds deposited with Beneficiary by Trustor, and all
accounts of Trustor with Beneficiary, including all accounts containing security deposits and
prepaid rents paid to Trustor in connection with any leases of the Property, and all proceeds
thereof; and (xii) all supplements, modifications and amendments to the foregoing.

(H) All of the right, title and interest of Trustor in and to all sales contracts of any nature
whatsoever now or hereafter executed covering any portion of the Property, together with all
deposits or other payments made in connection therewith.

(1) All of the right, title and interest of Trustor in and to any construction contracts, plans
and specifications, building permits, and all other documents necessary for completion of the
improvements to the construction of the Property.

(J) All water stock relating to the Property, alf shares of stock or other evidence of
ownership of any part of the Property that is owned by Trustor in common with others, and all
documents of membership in any owner's or members' association or similar group having
responsibility for managing or operating any part of the Property.

Trustor does hereby covenant with Trustee and Beneficiary, that Trustor has good right
to bargain, sell and convey Trustor's interest in the Property in manner and form as above
written; and Trustor warrants and will defend same to Beneficiary, forever, against all lawful
claims and demands whatsoever except as stated above.

THIS DEED OF TRUST IS FOR THE PURPOSE OF SECURING:

(1) performance of each agreement of Trustor herein contained or incorporated
herein by reference;

(2) payment of the indebtedness (including, without limitation, interest thereon)
evidenced by the Note, and any extension or renewal or modification thereof;
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(3) performance of each agreement of Trustor contained in the Loan Agreement, or
any of the other “Loan Documents” (as defined in the Loan Agreement), and any extension,
renewal! or modification of such Loan Agreement and other Loan Documents;

TO PROTECT THE SECURITY OF THIS DEED OF TRUST, TRUSTOR HEREBY
COVENANTS AND AGREES AS FOLLOWS:

1. Payment of Secured Obligations. To pay when due (a) the principal of,
and the interest on, the indebtedness evidenced by the Note, (b) charges, fees and all other
sums as provided in the Loan Agreement, and (c) the principal of, and interest on, any future
advances secured by this Deed of Trust.

2. Maintenance, Repair, Alterations. To keep the Property in good condition
and repair; to complete promptly and in a good and workmanlike manner al! buildings and other
improvements to be constructed on the Property, including specifically all buildings and
improvements described in the Loan Agreement, and promptly restore in like manner any
structure that may be damaged or destroyed thereon; to pay when due all claims for labor
performed and materials furnished therefor, to comply with all laws, ordinances, regulations,
covenants, conditions and restrictions now or hereafter affecting the Property or any part thereof
or requiring any alterations or improvements thereon; not to commit or permit any waste or
deterioration of the Property; to keep and maintain abutting grounds, sidewalks, roads, parking
and landscape areas in good and neat order and repair; not to commit, suffer or permit, to the
extent Trustor is able by the exercise of commercially reasonable best efforts, any act to be
done in or upon the Property in violation of any law, ordinance or regulation.

3. Insurance. To provide, maintain at its expense and deliver to Beneficiary
at all times until payment in full of all obligations secured hereby, insurance as required by the
Loan Agreement or the Note. In the event of any loss or damage, Trustor shall give immediate
notice thereof to Beneficiary, and Beneficiary may thereupon make proof of such loss or
damage, if the same is not promptly made by Trustor. Trustor and Beneficiary hereby agree to
cooperate in making any adjustment and compromise of any loss covered by the
aforementioned insurance policies upon the Property, and Trustor authorizes and empowers
Beneficiary, at its option, to collect and receive the proceeds, and endorse checks and drafts
issued therefor. Beneficiary agrees that in the event of any loss covered by insurance policies
on the Property subject to this Deed of Trust, provided there is not then existing any material
default (or such existing default will be cured by the proceeds of such insurance) in the obser-
vance or performance of any of the covenants and agreements contained herein or in the Note
or any future notes secured hereby, or in any other agreement with or for the benefit of the
Beneficiary in connection with any indebtedness secured hereby, the proceeds of such
insurance shall be used for the repair or restoration of the Property and will be disbursed in
accordance with such protective terms and conditions as Beneficiary may reasonably impose.

Trustor hereby fully assigns to Beneficiary all current and future claims it may
have under any policy of insurance related to the Property or the Project, regardless of whether
such insurance was required to be maintained under the Loan Documents. Any and all
unexpired insurance shall inure to the benefit of and pass to the purchaser of the Property at
any foreclosure sale, or any Trustee’s sale held pursuant hereto.
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Further, Beneficiary may at the time in its sole discretion require Trustor to
submit satisfactory evidence of insurance policies obtained pursuant to this Paragraph 3 and of
Trustor's compliance with all the provisions of said policies.

4. Lawsuits. To appear in and defend, or otherwise take such action therein
as the Beneficiary and Trustee or either of them may deem advisable with respect to, any action
or proceeding affecting the security for the Loan in which Beneficiary or Trustee may appear.

5. Beneficiary Statement. To pay all charges for all court costs and
expenses which Beneficiary may elect to advance in order to keep unimpaired, protect, and
preserve the title thereto; and to pay for any statement provided for by law in effect at the date
hereof regarding the obligations secured hereby, any amount demanded by the Beneficiary not
to exceed the maximum allowed by law at the time when said statement is demanded.

6. Condemnation. That all judgments, awards of damages and settlements,
hereafter made as a result of or in lieu of any condemnation or other proceedings for public use
of, or for any damage to, the Property or the improvements thereon, are hereby assigned to
Beneficiary. If (i) Trustor is not then in material default hereunder (or such default will be cured
with the proceeds from the foregoing), and (ii) the taking is a partial taking, all proceeds thereof
shall be applied to restoring the Property, if practicable, as reasonably determined by
Beneficiary. In the event (i) Trustor is then in material default hereunder {and such default will
not be cured with the proceeds of the foregoing), (ii) the taking is a total taking, or (iii) the taking
is a partial taking and Beneficiary has reasonably determined that restoration of the Property is
not practicable, the proceeds shall be paid to Beneficiary to the extent of those monies due and
owing under the Note, this Deed of Trust, future notes or future deeds of trust, and Beneficiary
is hereby authorized to receive such monies. Trustor agrees to execute such further
assignments of any such award, judgment or settlement which may be received by Trustor.
Subject to any prior rights of creditors under the Senior Financing (as defined in the Loan
Agreement), Beneficiary may apply any and all such sums to the indebtedness secured hereby
in such manner as it elects or, at its option, the entire amount so received by it or any part
thereof may be released. Neither the application nor the release of any such sums shall cure or
waive any default or notice of default hereunder or invalidate any act done pursuant to such

notice.

7. Permitted Acts of Beneficiary. That without affecting the liability of any
person, including Trustor (other than any person released pursuant herete), for the payment of
any indebtedness secured hereby, Beneficiary is authorized and empowered as follows:
Beneficiary may at any time, and from time to time, either before or after the maturity of the
obligations secured hereby, and without notice (a) release any person liable for the payment of
any of the indebtedness, (b) make any agreement extending the time or otherwise altering the
terms of payment of any of the indebtedness, (¢} accept additional security therefor of any kind,
or (d) release any property, real or personal, securing the indebtedness.

8. Reconveyance of Property. That upon written request of Beneficiary
stating that all sums secured hereby have been paid, and upon surrender of this Deed of Trust
and the Note to Trustee for cancellation and retention, and upon payment of its fees, Trustee
shall reconvey, without warranty, the Property then held hereunder. The recitals in such
reconveyance of any matters of fact shall be conclusive proof of the truthfuiness thereof. The
grantee in such reconveyance may be described as “the person or persons legally entitled
thereto.”
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9. Default and Trustee's Sale. That upon the occurrence of an "Event of
Default” under this Deed of Trust (as defined in Section 18 below) Beneficiary may declare all
principal remaining unpaid, all interest then earned and remaining unpaid, and all sums other
than principal or interest secured hereby, immediately due and payable (and thenceforth at the
option of the Beneficiary and except as otherwise prohibited by law, the entire balance of the
unpaid principal shall thereafter bear interest at the Default Rate of interest per annum set forth
in the Note until paid) and may proceed to exercise the power of sale granted by this Deed of
Trust by delivery to Trustee of written declaration of default and demand for sale and of written
notice of default and of election to cause to be sold said Property, which notice Trustee shall
cause to be filed for record. Beneficiary also shall deposit with Trustee this Deed of Trust, the
Note and all documents evidencing expenditures secured hereby.

After the lapse of such time as may then be required by law following the recordation of
said notice of default, and notice of sale having been given as then required by law, Trustee,
without demand on Trustor, shall sell the Property at the time and place fixed by it in said notice
of sale, either as a whole or in separate parceis, and in such order as it may determine, at public
auction to the highest bidder for cash in lawful money of the United States, payable at time of
sale. Trustee may postpone sale of all or any portion of the Property by public announcement
at such time and place of sale, and from time to time thereafter may postpone such sale by
public announcement at the time fixed by the preceding postponement. Trustee shall deliver to
such purchaser its deed conveying the Property so sold, but without any covenant or warranty,
express or implied. The recitals in such deed of any matters cr facts shall be conclusive proof
of the truthfulness thereof. Any person, including Trustor, Trustee or Beneficiary, may purchase
at such sale.

After deducting all costs, fees and expenses of Trustee, including cost of evidence of title
in connection with sale, Trustee shall apply the proceeds of sale to payment of: first, all sums
expended by the Beneficiary under the terms hereof or under the Note, not then repaid, with
accrued interest at the Deferral Rate; second, all other sums then secured hereby; and the
remainder, if any, to the person or persons legally entitled thereto.

10. Substitute Trustees. Beneficiary, or any successor in ownership of any
indebtedness secured hereby, may from time to time, by instrument in writing, substitute a
successor or successors to any Trustee named herein or acting hereunder, which instrument,
executed by the Beneficiary and duly acknowledged and recorded in the Office of the Recorder
of the County of Los Angeles, and by otherwise complying with the provisions of California Civil
Code Section 2934a, or any successor section, shall be conclusive proof of proper substitution
of such successor Trustee or Trustees, who shall, without conveyance from the Trustee
predecessor, succeed to all its title, estate, right, powers and duties. Said instrument must
contain the name of the original Trustor, Trustee and Beneficiary hereunder, the book and page
where this Deed of Trust is recorded and the name and address of the new Trustee.

11. Successors Bound. That this Deed of Trust applies to, inures to the
benefit of, and binds all parties hereto, their heirs, legatees, devisees, administrators, executors,
successors, assigns, trustees and receivers. In this Deed of Trust, whenever the context so
requires, the masculine gender includes the feminine and/or neuter, and the singular number

includes the plural.
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12. Evidence of Title. That if, because of any default hereunder, or because
of the filing or contemplated filing of any legal proceedings affecting the Property, Beneficiary
deems it necessary to obtain an additional evidence of title or to cure any defect in title,
Beneficiary may procure such evidence or cure such defect, pay the cost thereof, and shall
have an immediate claim against Trustor therefor, together with a lien upon the Property for the
amount so paid, with interest at the Deferral Rate. Beneficiary is further authorized to require an
appraisal of the Property at any time that Beneficiary may reasonably request.

13. Default in Other Instruments; Bankruptcy. That default in the terms of any
other instrument securing the debt secured hereby, and/or the filing or other commencement of
any bankruptcy or insolvency proceedings including any assignment for the benefit of creditors
or other proceedings intended to liquidate or rehabilitate, by, for or against Trustor shall after
any applicable notice and cure period constitute default under this Deed of Trust.

14. Statute of Limitations. That the pleading of any statute of limitations as a
defense to any and all obligations secured by this Deed of Trust is hereby waived by the
Trustor, to the full extent permissible by taw.

15. Severability. That the invalidity of any one or more covenants, phrases,
clauses, sentences, paragraphs or sections of this Deed of Trust shall not affect the remaining
portions of this Deed of Trust or any part hereof and this Deed of Trust shall be constructed as if
such invalid covenants, phrases, sentences, paragraphs or sections, if any, had not been
inserted herein.

16. Order of Application. That if the indebtedness secured hereby is now or
hereafter becomes further secured by a security agreement, deed of trust, pledge, contract of
guaranty or other additional securities, Beneficiary may to the full extent allowed by law, at its
opticn, exhaust any one or more of said securities as well as the security hereunder, either
concurrently or independently and in such order as it may determine, and may apply the
proceeds received upon the indebtedness secured hereby without affecting the status of, or
waiving any right to exhaust all or any other security including the security thereunder and
without waiving any breach or default in any right or power, whether exercised hereunder or
contained herein, or in any such other security.

17. Covenants of Trustor.

(a) Audit by State and Federal Agencies. In the event
the Loan is subjected to audit, monitoring or other inspections by appropriate state and federal
agencies, Trustor shall comply with such inspections and pay, on behalf of itself and
Beneficiary, the full amount of the cost to the inspecting agency of such inspections (unless
such inspection and any resulting liability arises solely from the gross negligence or willful
misconduct of Beneficiary).

{b) Program Evaluation and Review  Trustor shall
allow Beneficiary's authorized personnel to inspect and monitor its facilities and program
operations as they relate to the Project or the Loan Agreement, including the interview of
Trustor's staff, tenants, and other program participants, as reasonably required by Beneficiary
during the term of the Loan.
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18. Default. The Trustor shall be in default under this Deed of Trust upon any
of the following events which, if not cured within the applicable cure period provided, if any, shall
constitute an event of default hereunder ("Event of Default"):

a. The failure of Trustor to pay or perform any monetary covenant or
obligation hereunder or under the terms of the Note, the Loan Agreement or any other
documents executed in connection therewith, without curing such failure within ten (10) days the
date such payment is due. Notwithstanding anything herein to the contrary, the herein
described cure period shall not apply to a failure by Trustor to timely repay the Loan at the
Maturity Date of the Note;

b. The failure of Trustor to perform any nonmonetary covenant or
obligation hereunder or under the terms of the Loan Agreement, the Note or any other
documents executed in connection therewith, without curing such failure within thirty (30) days
after receipt of written notice of such default from Beneficiary (or from any party authorized by
Beneficiary to deliver such notice as identified by Beneficiary in writing to Trustor) specifying the
nature of the event or deficiency giving rise to the default and the action required to cure such
deficiency; provided, however, that if any default with respect to a nonmonetary obligation is
such that it cannot be cured within a 30-day period, it shall be deemed cured if Trustor
commences the cure within said 30-day pericd and diligently prosecutes such cure to
completion thereafter. Notwithstanding anything herein to the contrary, the herein described
notice requirements and cure periods shall not apply to any Event of Default described in
Sections 18(c) through 18(h) below;

C. The material falsity of any representation or breach of any
warranty or covenant made by Trustor under the terms of this Deed of Trust, the Note, the Loan
Agreement or any other document executed in connection therewith;

d. Trustor or any constituent member or partner, or majority
shareholder, of Trustor shall (a) apply for or consent to the appointment of a receiver, trustee,
liquidator or custodian or the like of its property, (b) fail to pay or admit in writing its inability to
pay its debts generally as they become due, (c) make a general assignment for the benefit of
creditors, (d) be adjudicated a bankrupt or insolvent or (e) commence a voluntary case under
the Federal bankruptcy laws of the United States of America or file a voluntary petition that is
not withdrawn within ten (10) days of the filing thereof or answer seeking an arrangement with
creditors or an order for relief or seeking to take advantage of any insolvency law or file an
answer admitting the material allegations of a petition filed against it in any bankruptcy or
insolvency proceeding;

e. If without the application, approval or consent of Trustor, a
proceeding shall be instituted in any court of competent jurisdiction, under any law relating to
bankruptcy, in respect of Trustor or any constituent member or partner, or majority shareholder,
of Trustor, for an order for relief or an adjudication in bankruptcy, a composition or arrangement
with creditors, a readjustment of debts, the appointment of a trustee, receiver, liquidator or
custodian or the like of Trustor or of all or any substantial part of Trustor's assets, or other like
relief in respect thereof under any bankruptcy or insolvency law, and, if such proceeding is
being contested by Trustor, in good faith, the same shall (a) result in the entry of an order for
relief or any such adjudication or appointment, or (b) continue undismissed, or pending and
unstayed, for any period of ninety (90) consecutive days;
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f. Trustor shall suffer or attempt to effect a “Transfer” (as defined in
Section 33 below) other than in full compliance with the terms of this Deed of Trust (or otherwise
in violation of Section 14 or 30 of the Loan Agreement);

g. Trustor shall be in default under the CC&Rs, the Senior Financing,
any Junior Financing or Other Financing (as all these terms are defined in the Loan Agreement),
the Supportive Services Agreement (as defined in, and if applicable under, Section 7 of the
Loan Agreement) or any other secured or unsecured obligation relating to the Project, unless
the default is cured or waived within the cure period, if any, applicable thereto under the terms
of the obligation which is in defauit; or

h. Following completion of the construction of the Project, voluntary
cessation of the operation of the Project for a continuous period of more than thirty (30) days or
the involuntary cessation of the operation of the Project in accordance with this Deed of Trust
for a continuous period of more than sixty (60) days.

19. Acceleration. The entire principal and all accrued and unpaid interest on
the Note shall be due and payable as therein set forth; provided, however, that the entire
balance of the outstanding principal and all accrued and unpaid interest on the Note, together
with any outstanding interest and other amounts payable thereunder, shall, at the election of
Beneficiary and upon notice to Trustor thereof {(except in the case of default described in
Section 18 {(c) or (d) , in which case no notice shall be required), become immediately due and
payable upon any Event of Default as set forth in the Note, without presentment, demand,
protest or other notice of any kind, all of which are hereby waived by Trustor.

20. Breach by Trustor, Cure by Beneficiary or Trustee. In the event of
Trustor's failure to comply with any or all of the promises and agreements set forth in this Deed
of Trust or to make any payment or to do any act as provided in this Deed of Trust, then
Beneficiary or Trustee, but without obligation to do so and without notice to or demand upon
Trustor and without releasing Trustor from any obligation hereof, may make or do the same in
such manner and to such extent as either in its sole judgment may deem necessary to protect
the security hereof (including, without limitation, to procure insurance and pay the premiums
therefor; to pay unpaid water rents, sewer service charges, and other governmental or municipal
charges and rates, and all or any part of the unpaid taxes, assessments, and reassessments, if
in its judgment the same are just and valid; to pay the cost of appraisals, reappraisals, and
extensions of title; to enter or have its agents enter upon the Property whenever reasonably
necessary for the purpose of inspecting the Property or making repairs or installations as it
deems necessary to preserve the Property or to protect the same from vandalism, without
thereby becoming liabie as a trespasser or mortgagee or beneficiary in possession, and to pay
for such repairs and installations). Beneficiary and Trustee are hereby authorized to enter upon
the Property for such purposes; to appear in and defend any action or proceeding purporting to
affect the security hereof or the rights or powers of Beneficiary or Trustee; to pay, purchase,
contest or compromise any encumbrance, charge or lien which in the judgment of either
appears to be prior or superior hereto; and, in exercising any such powers, to pay necessary
expenses, employ counsel of its choice and pay the reascnable fees of such counsel. Trustor
agrees to pay immediately and without demand all sums so expended by Beneficiary or Trust-
ee, with interest from the date of expenditure at the amount allowed by law in effect at the date
hereof, and that Beneficiary shall have a lien upon the Property for the sums so expended and
such interest thereon.
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21. Security Agreement. That all property covered by this Deed of Trust be
deemed to constitute real property or interests in real property to the maximum extent permitted
under applicable law. To the extent that any tangible property, equipment or other property
covered by this Deed of Trust constitutes personal property, such personal property shall
constitute additional security. This Deed of Trust shall create in Beneficiary a security interest in
such personal property and shall in respect thereof constitute a security agreement (the
"Security Agreement”), Beneficiary shall be entitled to all of the rights and remedies in respect
of any personal property included in the Property covered by this Deed of Trust afforded a
secured party under the Uniform Commercial Code and other applicable law. At Beneficiary's
request Trustor will at any time and from time to time furnish Beneficiary for filing financing
statements signed by Trustor in form satisfactory to Beneficiary. Trustor acknowledges and
agrees that thirty (30) days' notice as to the time, place and date of any proposed sale of any
personal property shall be deemed reasonable for all purposes. Trustor agrees that the
Security Agreement created hereby shall survive the termination or reconveyance of this Deed
of Trust unless Beneficiary executes documentation expressly terminating the Security
Agreement.

22. Assumption of Liability. Except as provided in Section 33 , the
assumption of liability for the payment of the indebtedness hereby secured, by any successor in
interest to Trustor in the Property (in the event Beneficiary elects not to accelerate the
repayment of the Loan pursuant to any transfer or disposition of the Property by operation of law
or otherwise) shall not release Trustor from any liability Trustor has hereunder or under the
other Loan Documents for the payment of such indebtedness or any sums advanced under and
secured by this Deed of Trust. Any forbearance or indulgence of Beneficiary, or extensions of
time for the payment of all or any part of the indebtedness secured hereby, or the release of a
part of the Property from the lien of this Deed of Trust, for, or without, payment of a considera-
tion, shall not in any manner diminish or reduce the liability of Trustor (subject to the
nonrecourse provisions of Section 27) for the payment of the indebtedness now or hereafter
secured hereby; and that any payments made upon the said indebtedness shall be deemed to
have been made on behalf and for the benefit of all parties obligated to pay the same. The
acceptance of payments in excess of the installments provided to be paid upon the Note or the
consideration paid for any such release shall not alter or diminish the obligation of Trustor to
thereafter make payments in the amounts and on the dates provided therein, until the same are

fully paid.

23. Future Advances. That upon the request of the Trustor or its successor in
ownership of the Property, Beneficiary may, at its option, at any time before full payment of the
Note secured hereby, make further advances to the Trustor or its successors in ownership, and
the same, with interest and late charges as permitted by law, shall be secured by this Deed of
Trust; and provided further that if Beneficiary, at its option, shall make a further advance or
advances as aforesaid, the Trustor or its successors in ownership agree to execute and deliver
to Beneficiary a note to evidence the same, payable on or before the maturity of the
indebtedness under the Note secured hereby and bearing such other terms as Beneficiary shall

require.

Trustor further acknowledges and agrees: that this Deed of Trust is intended to,
and shall, secure not only the original indebtedness under the Note, but any and all future
advances made by Beneficiary to Trustor; that this Deed of Trust shall secure any unpaid
balances of advances made with respect to the Property; that Beneficiary shall have the benefit
of all statutes now existing or henceforth enacted to assure repayment of any such future
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advances plus interest thereon; that to secure the payment of said original indebtedness and
future advances Beneficiary shall also have a lien upon all other personal property and
securities now or hereafter in its possession belonging to Trustor; that all rights, powers and
remedies conferred upon Beneficiary herein are in addition to each and every other right which
Beneficiary has hereunder; that all rights, powers and remedies conferred upon Beneficiary in
equity or by law may be enforced concurrently therewith; that Beneficiary shall be subrogated to
the rights and seniority of any prior lien paid or released by reason of the application thereon of
any of the proceeds hereof, and that each and all of the covenants, agreements, and provisions
hereof shall bind the respective heirs, executors, administrators, successors, and assigns of
Trustor and Beneficiary herein, and all others who subsequently acquire any right, title, or
interest in the Property, or to this Deed of Trust and the indebtedness secured hereby.

24. Captions. That the capticns of the sections of this Deed of Trust are for
convenience only and shall not be considered in resolving questions of interpretation or
construction.

25. Estoppel Certificates. That Trustor shall from time to time at Beneficiary's
request furnish Beneficiary or any person designated by Beneficiary, a certified statement in
form reasonably satisfactory to Beneficiary confirming as of the date of the certificate the unpaid
principal balance and accrued interest on the Note and stating that Trustor is not in default
hereunder {(or describing any default), and stating that Trustor has no defense, right of set off or
counterclaim in the payment of the indebtedness, or any part thereof, or the observance or
performance of any obligation (or describing any such defense, set off or counterclaim). Any
purchaser or assignee of the Note or this Deed of Trust or any interest therein may rely on such
certificate.

26. Books and Records. That Trustor and all subsequent owners of the
Property, if any, shall keep and maintain full and correct books and records showing in detail the
earnings and expenses of the Property and shall permit Beneficiary at no expense to Trustor or
its representatives to examine such books and records and all supporting data and vouchers,
from time to time at reasonable times, on request, at Trustor's offices or at another mutually
agreed upcn location.

27. Obligation Nonrecourse. Except to the extent any Event of Default
hereunder results directly or indirectly from any fraud or intentional and material
misrepresentation by Borrower in connection with the Loan, the Loan is a nonrecourse
obligation of Trustor and in the event of the occurrence of an Event of Default, Beneficiary's only
recourse under this Deed of Trust shall be against the Property, the proceeds thereof, the rents
and other income arising from its use and occupancy as provided in the Deed of Trust, and any
other collateral given to Beneficiary as security for repayment of the Loan.

28. Fixture Filing. This Deed of Trust is also a fixture filing with respect to the
personal property which is or is to become fixtures on the Property, and is to be recorded in the
real property records of Los Angeles County, California.

29, Assignment of Rents. All of the existing and future rents, royalties,
income, and profits of the Property that arise from its use or occupancy are hereby absolutely
and presently assigned to Beneficiary. However, until Trustor is in default under this Deed of
Trust, Trustor will have a license to collect and receive those rents, royalties, income and profits.
Upon any Event of Default by Trustor, Beneficiary may terminate Trustor's license in its
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discretion, at any time, without notice to Trustor, and may thereafter collect the rents, royalties,
income and profits itself or by an agent or receiver. No action taken by Beneficiary to collect
any rents, royalties, income or profits will make Beneficiary a "mortgagee-in-possession” of the
Property, uniess Beneficiary personally or by agent enters into actual possession of the
Property. Possession by a court-appointed receiver will not be considered possession by
Beneficiary. All rents, royalties, income and profits collected by Beneficiary or a receiver will be
applied first to pay all expenses of collection, and then to the payment of all costs of operation
and management of the Property, and then to the payment of the indebtedness and obligations
secured by the Deed of Trust in whatever order Beneficiary directs in its absolute discretion and
without regard to the adequacy of its security. [f required by Beneficiary, each lease or
occupancy agreement affecting any of the Property must provide, in a manner approved by
Beneficiary, that the tenant will recognize as its lessor any person succeeding to the interest of
Trustor upon any foreclosure of this Deed of Trust. The expenses (including receivers' fees, if
any, compensation to any agent appointed by Beneficiary, counsel fees, costs and compen-
sation to any agent appointed by Beneficiary, and disbursements) incurred in taking possession
and making such collection, shall be deemed a portion of the expense of this trust. The entering
upon and taking possession of the Property, and/or 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. Beneficiary may exercise
any one or more of the remedies in this section without waiving its right to exercise any such
remedies again or for the first time in the future. The foregoing shall be subject to the provisions
of applicable law.

30. Applicable Law. This Deed of Trust shall be governed by, and construed
in accordance with, the laws of the State of California.

31. Approvals. Except with respect to those matters set forth hereinabove
providing for the Beneficiary's approval, consent or determination to be at the Beneficiary's "sole
discretion” or "sole and absolute discretion,” the Beneficiary hereby agrees to act reasonably
with regard to any approval, consent, or other determination given by the Beneficiary hereunder.
The Beneficiary agrees to give Trustor written notice of its approval or disapproval following
submission of items to the Beneficiary for approval, including, in the case of any disapproved
item, the reasons for such disapproval. Any consent to a transfer under Section 33 of this Deed
of Trust, and any other consent or approval by Beneficiary under this Deed of Trust or any of the
other Loan Documents, may be given by Beneficiary’s Executive Director without action of
Beneficiary’s governing board unless the Executive Director in his or her sole discretion elects
to refer the matter to the board.

32. Good Faith_and Fair Dealing. The Beneficiary and Trustor agree to
perform all of their obligations and the actions required of each hereunder in good faith and in
accordance with fair dealing.

33. Assignment of Interest.

a. Without the prior written approval of the Beneficiary, which
approval the Beneficiary may withhold in its sole and absolute discretion, Trustor shall not (i)
sell, encumber, assign or otherwise transfer (collectively, "Transfer") all or any portion of its
interest in the Property or the Project (excluding tenant leases pursuant to the terms of the Loan
Agreement), (i) permit the Transfer of greater than 49% of its ownership and/or control, in the
aggregate, taking all transfers into account on a cumulative basis, or (iii) Transfer any of its
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rights or obligations under the Loan Documents. Notwithstanding the foregoing, Beneficiary
consents to the events described in the last paragraph of Section 14.0 of the Loan Agreement
without Trustor obtaining any further consent of Beneficiary. Trustor hereby agrees that any
purported Transfer not approved by the Beneficiary as required herein shall be ipso facto null
and void, and no voluntary or involuntary successor to any interest of Trustor under such a
proscribed Transfer shall acquire any rights pursuant to the Loan Agreement or this Deed of

Trust,

b. At any time Trustor desires to effect a Transfer hereunder, Trustor
shall notify the Beneficiary in writing (the "Transfer Notice") and shall submit to the Beneficiary
for its prior written approvai (i) all proposed agreements and documents (collectively, the
"Transfer Documents") memorializing, facilitating, evidencing and/or relating to the
circumstances surrounding such proposed Transfer, and (i) a certificate setting forth
representations and warranties by Trustor and the proposed transferee to the Beneficiary
sufficient to establish and ensure that all requirements of this Section 33 have been and will be
met, No Transfer Documents shall be approved by the Beneficiary unless they expressly
provide for the assumption by the proposed transferee of all of Trustor's obligations under the
Loan Documents. The Transfer Notice shall include a request that the Beneficiary consent to
the proposed Transfer and shali also include a request that Trustor be released from further
obligations under the Loan Documents. The Beneficiary agrees to make its decision on
Trustor's request for consent to such Transfer, as promptly as possible, and, in any event, not
later than thirty (30) days after the Beneficiary receives the last of the items required by this
Section 33. in the event the Beneficiary consents to a proposed Transfer, then such Transfer
shall not be effective unless and until the Beneficiary receives copies of all executed and
binding Transfer Documents which Transfer Documents shall conform with the proposed
Transfer Documents originally submitted by Trustor to the Beneficiary. From and after the
effective date of any such Transfer, Trustor shall be released from its obligations under this
Deed of Trust and the other Loan Documents accruing subsequent to such effective date.

C. Notwithstanding anything in this Deed of Trust to the contrary,
Trustor agrees that it shall not be permitted to make any Transfer, whether or not the
Beneficiary consent is required therefor and even if the Beneficiary has consented thereto, if
there exists an Event of Default under this Deed of Trust at the time the Transfer Notice is
tendered to the Beneficiary or at any time thereafter until such Transfer is to be effective.

d. The provisions of this Section 33 shall apply to each successive
Transfer and proposed transferee in the same manner as initially applicable to Trustor under the
terms set forth herein.
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IN WITNESS WHEREOF, the undersigned have executed this Deed of Trust as of the date first
above written.

TRUSTOR:

SLAUSON STATION APARTMENTS L.P.
A California Limited Partnership

By: Beyond Sheiter Housing Development Corporation,
a California nonprofit public benefit corporation
Its Managing General Partner

BY
JoAnne Yokota
Executive Director

By: River Bank Development Company,
A California Corporation
Its Administrative General Partner

By :

Kenneth Bank
President

BENEFICIARY:

COMMUNITY DEVELOPMENT COMMISSION OF THE
COUNTY OF LLOS ANGELES, a public body corporate and
politic

By:

Executive Director

APPROVED AS TO FORM:

Raymond G. Fortner Jr.
County Counsel

By:

Deputy
99574.1 388-6 4/10/2006 3:50 PM
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STATE OF CALIFORNIA }
) ss.

COUNTY OF LOS ANGELES )

On before me, .
Notary Public, personally appeared
personally known to me (or
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 hefshe/they executed the
same in his/her/their authorized capacity(ies), and that by his/her/their signature{s) on the
instrument the person(s), or the entity upon behalf of which the person(s) acted, executed the

instrument.

WITNESS my hand and official seal.

Signature
STATE OF CALIFORNIA )
} ss.
COUNTY OF LOS ANGELES )
On before me, ,
Notary Pubiic, personally appeared

personally known to me (or
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/shefthey executed the
same in his/her/their authorized capacity(ies), and that by his/her/their signature(s) on the
instrument the person(s), or the entity upon behalf of which the person(s) acted, executed the
instrument.

WITNESS my hand and official seal.

Signature
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STATE OF CALIFORNIA )
COUNTY OF LOS ANGELES )

On before me, ,
Notary Public, personally appeared
personally known to me {or
proved to me on the basis of satisfactory evidence) to be the person(s) whose name(s} is/are
subscribed to the within instrument and acknowledged to me that he/she/they executed the
same in his/her/their authorized capacity(ies), and that by his/her/their signature(s) on the
instrument the person(s), or the entity upon behalf of which the person(s) acted, executed the

instrument.

WITNESS my hand and official seal.

Signature
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ATTACHMENT 1

LEGAL DESCRIPTION OF PROPERTY
(HOME — PROJECT NO. )

Industry - Alegria Completion Guaranty 04/10/06
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Legal Description

Lot 19, 20,21 and 22 in Book “A” of Huntington Park Annex, in the County of Los
Angeles, State of California as per Map Recorded in Book 5, Page 126 of Maps
In the Office of the County Recorder of Said County.



EXHIBIT “E” TO LOAN AGREEMENT

CC&Rs



RECORDING REQUESTED BY AND
AFTER RECORDATION, MAIL TO:

COMMUNITY DEVELOPMENT COMMISSION
OF THE COUNTY OF LOS ANGELES

2 Coral Circle

Monterey Park, CA 91755-7425

Attn.: Director of Housing

Development and Preservation

(Space Above Line for Recorder's use)

This Agreement is recorded at the request and for the benefit of the Community Development
Commission of the County of Los Angeles and is exempt from the payment of a recording fee
pursuant to Government Code Section 6103.

COVENANTS, CONDITIONS, AND RESTRICTIONS
(HOME - PROJECT NO. HE0088)

THIS AGREEMENT CONTAINING COVENANTS, CONDITIONS, AND
RESTRICTIONS (“Agreement”) is executed as of the _ day of May __ , 2006 by and
between the COMMUNITY DEVELOPMENT COMMISSION OF THE COUNTY OF LOS
ANGELES, a public body  corporate and politic (“Commission”), and
Slauson Station Apartments, L.P., a California Limited Partnership { “Owner”), with reference to
the following:

A. The Commission and Owner are parties to a Loan Agreement (“Loan
Agreement"} dated as of the __ day of May, 2006, on the terms and conditions of which Owner
shall borrow from the Commission, and the Commission shall lend to Owner, the original
principal amount of Two Million Four Hundred Thousand Dollars ($2,400,000.00) the “Loan”)
for the purpose of providing financing for the housing development described in the Loan
Agreement (the “Project”). The Project will be developed on a site legally described on Exhibit
“A” to this Agreement (the “Site”).

B. Unless otherwise expressly provided, all defined terms used in this Agreement
shall have the defined meanings provided for in the Loan Agreement.

NOW THEREFORE, in consideration of the representations, covenants, and

obligations of Owner contained in this Agreement, Owner, on behaif of itself and its successors
and assigns, hereby covenants and agrees as follows:
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{1)  Use of the Property.

a. Limitations on Tenants, Notwithstanding anything to the contrary in this
Agreement, Owner hereby covenants on behalf of itself, and its successors and assigns,
which covenant shall run with the land and bind every successor and assign in interest
of Owner, that, throughout the Fifty-Five (55) Year term of this Agreement (“Term”)
commencing on the date of this Agreement, Owner and such successors and assigns
shall use the Site solely for the purpose of developing and operating the Project as a
residential rental development consisting of 30 dwelling units, which shall be operated in
accordance with the terms of this Agreement. Of the 30 total dwelling units in the
Project, 29 units (the “HOME Assisted Units”) shall be income-restricted and rented only
at an “Affordable Housing Cost” (as defined below) and only to households meeting the
income criteria applicable to the unit as provided in the following table:

Household No. of No. of 1-  No. of 2- No. of 3-BR  Total HOME

Income Level Studio BR units BR units units Assisted Units for
units this income level

Manager’s unit 1

Low

Sixty Percent

Very Low 5 14 10 30

Very Very Low

HOME Assisted Units shall be dispersed throughout the Project, and shall be no less
attractive or desirable on average (whether because of convenient access, views,
amenities, or other reasons) than the other Project units, if any, that are not HOME
Assisted Units. Subject to the reasonable approval of the Commission’s Executive
Director (or his or her designee), the location of the HOME Assisted Units within the
Project may be changed from time by Owner.

“Low Income Households” shall mean persons and families whose gross annual
household incomes do not exceed the qualifying limits for low income families as
established and amended from time to time pursuant to Section 8 of the United States
Housing Act of 1937, which qualifying limits are otherwise set forth in Section 6932 of
Title 25 of the California Code of Regulations and are equivalent to eighty percent (80%)
of Area Median income, adjusted for family size and other adjustment factors by the
United States Department of Housing and Urban Development.

“Sixty Percent Households” shall mean persons and families whose gross annual
household incomes do not exceed sixty percent (60%) of Area Median Income.

“Very Low Income Households” shall mean persons and families whose gross annual
household incomes do not exceed the qualifying limits for very tow income families as
established and amended from time to time pursuant to Section 8 of the United States
Housing Act of 1937, which qualifying limits are otherwise set forth in Section 6932 of
Title 25 of the California Code of Regulations and are equivalent to fifty percent (50%}) of
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Area Median Income, adjusted for family size and other adjustment factors by the United
States Department of Housing and Urban Development.

“Very Very Low Income Households” shail mean Very Low Income Households whose
gross annual incomes do not exceed thirty-five percent (35%) of Area Median Income.

“Affordable Housing Cost” shall mean, as to each Eligible Person, a rental rate which
results in monthly payments which, including a reasonable utility allowance, do not
exceed:

(i) for a Low Income Household, the High HOME Rent as established by HUD,;

(i) for a Sixty Percent Income Household, the High HOME Rent as established by
HUD;

(iii) for a Very Low income Household, the Low HOME Rent as established by HUD;
and

(iv) for a Very Very Low income Household, the product of thirty percent (30%) times
thirty five percent (35%) of Area Median Income adjusted for family size appropriate for
the Assisted unit.

“Area Median Income,” or “AMI,” shall mean the median income for Los Angeles/Long
Beach Metropolitan Statistical Area as adjusted for family size and defined by the United
States Department of Housing and Urban Development (HUD), or any successor entity
designated under state law as responsible for establishing such “Area Median Income.”

Owner shall specifically provide in each HOME Assisted Unit lease and shall strictly
enforce the requirement that each HOME Assisted Unit be occupied at all times by the
eligible household who has leased that HOME Assisted Unif, and that any other
occupant of the unit be another qualified member of the lessee’s household. The
Commission shall be identified as a third party beneficiary of that covenant and shall
have the right to directly enforce that restriction in the event Owner fails to do so. Prior
to execution of any HOME Assisted Unit iease with respect to the Project, Owner shall
submit to the Commission and obtain its written approval of a standard form occupancy
lease and Owner shall thereafter use the approved form for all leases of HOME Assisted
Units in the Project, with only such further modifications thereto as are first submitted to
and approved in writing by the Commission.,

The covenants described in this Agreement shall remain in effect through the 55-year
Term of this Agreement, notwithstanding the earlier repayment of the Loan by Owner.

b. Tenant Selection Process; Reports and Records Concerning
Tenancies. Owner shall maintain such records and satisfy such reporting requirements
as may be reasonably imposed by the Commission to monitor compliance with the
tenanting requirements described in Paragraph (1)a above, including without limitation
the requirement that Owner deliver reports to the Commission commencing at the close
of the initial occupancy of the Project, and continuing annually thereafter, setting forth
the name of each tenant, the unit occupied and the income of the tenant and the amount
of rent payable by each tenant. Owner shali alsc be required to have each prospective
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tenant complete a rental application prior to occupancy and to obtain evidence from
each such tenant as may be reasonably required by the Commission to certify such
tenant's qualification for occupancy of the Project. Owner's obligation to provide such
reports shall remain in force and effect for the same duration as the use covenants set
forth in this Paragraph (1).

(2) Management of Project. Subject to the terms and conditions contained
herein below, Owner shall at all times during the operation of the Project pursuant to this
Agreement retain an entity to perform the management and/or supervisory functions
("Manager”) with respect to the operation of the Project, including day-to-day administration,
maintenance and repair. Owner shall, before execution or any subsequent amendment or
replacement thereof, submit and obtain The Commission’s written approval (which shall not be
unreasonably withheld, conditioned or delayed) of a management contract (“Management
Contract”) entered into between Owner and an entity (*Management Entity”) reasonably
acceptable to the Commission. Subject to any regulatory or licensing requirements of any other
applicable governmental agency, the Management Contract may be for a term of up to fifteen
(15) years and may be renewed for successive terms in accordance with its terms, but may not
be amended or modified without the written consent of the Commission. The Management
Contract shall also provide that the Management Entity shall be subject to termination for failure
to meet project maintenance and operational standards set forth herein or in other agreements
between Owner and the Commission. Owner shall promptly terminate any Management Entity
which commits or allows such failure, unless the failure is cured within a reasonable period in no
event exceeding 60 days from Management Entity's receipt of notice of the failure from Owner
or the Commission. Owner's obligation to retain a Management Entity shail remain in force and
effect for the same duration as the use covenants set forth in Paragraph (1) of this Agreement.

(3) Operations and Maintenance. QOwner hereby covenants on behalf of
itself, and its successors and assigns, which covenant shall run with the land and bind every
successor and assign in interest of Owner, that Owner and such successors and assigns shall
use the Site solely for the purpose of constructing and operating the Project and ancillary
improvements thereon, in accordance with and of the quality prescribed by this Agreement, the
Loan Agreement and the Deed of Trust (as defined in the Loan Agreement).

Owner covenants and agrees for itself, its successors and assigns, which
covenants shall run with the land and bind every successor or assign in interest of Owner, that
during development of the Site pursuant to this Agreement and thereafter, neither the Site nor
the Project, nor any portion thereof, shall be improved, used or occupied in violation of any
Applicable Governmental Restrictions (as defined below) or the restrictions contained in this
Agreement. Furthermore, Owner and its successors and assigns shall not maintain, commit, or
permit the maintenance or commission on the Site or in the Project, or any portion thereof, of
any nuisance, public or private, as now or hereafter defined by any statutory or decisional law
applicable to the Site or the Project, or any portion thereof.

As used herein, "Applicable Governmental Restrictions” shall mean and include
any and all laws, statutes, ordinances, codes, rules, regulations, directives, writs, injunctions,
orders, decrees, rulings, conditions of approval, or authorizations, now in force or which may
hereafter be in force, of any governmentai entity, agency or political subdivision as they pertain
to the performance of this Agreement or development or operation of the Project, including
specifically but without limitation all code and other requirements of the jurisdiction in which the
Project is located; the California Environmental Quality Act; the laws specified in the Loan
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Agreement; and applicable federal, state and local fair housing laws. Owner shall indemnify,
defend and hold the Commission harmiess for any suit, cost, attorneys’ fees, claim,
administrative proceeding, damage, award, fine, penalty or liability arising out of Borrower's
failure to comply with any Applicable Governmental Restrictions, including, without limitation,
the nonpayment of any prevailing wages required to be paid in connection with the Project.

Owner shall, at its expense, (i} maintain all improvements and landscaping on the
Site in first-class order, condition, and repair (and, as to landscaping, in a healthy and thriving
condition) in accordance with the plans for the Project approved by the Commission in
accordance with the Loan Agreement and all Applicable Governmental Restrictions, and (ii)
manage the Project and Project finances reasonably prudently and in compliance with
Applicable Governmental Restrictions so as to maintain a safe and attractive living environment
for Project residents.

(4) Performance of Maintenance.

a. Owner shall maintain in accordance with the Commission
Standards, as hereinafter defined, the private improvements, public improvements and
landscaping to the curbline{s) on and abutting the Site. Said improvements shall
include, but not be limited to, buildings, sidewalks and other paved areas, pedestrian
lighting, landscaping, irrigation of landscaping, architectural elements identifying the Site
and any and all other improvements on the Site and in the public right-of-way to the
nearest curb line(s) abutting the Site.

b. To accomplish the maintenance, Owner shall either staff or
contract with and hire licensed and qualified personnel to perform the maintenance work,
including the provision of labor, equipment, materials, support facilities, and any and all
other items necessary to comply with the requirements of this Agreement.

c. Commission Standards: The following standards (“Commission
Standards”) shall be complied with by Owner and its maintenance
staff, contractors or subcontractors

(i) Crdinary Maintenance Standards - Owner shall maintain
the dwelling units and Site in good repair, order and condition at all times in order
to assure that the housing on the Site is kept in a decent, safe, and sanitary
condition, and that the buildings, grounds, and equipment are to be maintained in
a manner that will preserve their condition. Owner shall perform any repairs or
replacements necessary in order to maintain the Site in accordance with the
Ordinary Maintenance Standards, set forth on Exhibit “B” and incorporated herein
by this reference.

(i) Annual Inspection Standards - Owner shall annually
inspect the Site in accordance with the Annual Inspection Standards, set forth on
Exhibit “C" and incorporated herein by this reference. The completed annual
inspection will be documented and reported to the Commission on an annual
basis, and at the end of each year Owner shall submit to the Commission a
declaration certifying that the annual inspection, as set forth in Exhibit “C”, was
performed at the Site. Owner shall retain records of the inspection and make
them available for review by the Commission at the request of the Commission.
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(i) Preventative Maintenance Standards - Owner shall
annually inspect the Site in accordance with the Preventative Maintenance
Standards, set forth on Exhibit “D” and incorporated herein by this reference.
The completed preventative maintenance work will be documented and reported
to the Commission on an annual basis, and -at the end of each year Owner shall
submit to the Commission a declaration certifying that the preventative
maintenance, as set forth in Exhibit “D”, was performed at the Site. Owner shall
retain records of the inspection and make them available for review by the
Commission at the request of the Commission.

(iv) Extraordinary Maintenance. Owner shall perform any
extraordinary repairs or replacements necessary in order to maintain the Site,
including extraordinary replacement of equipment, betterment, and additions.
Extraordinary repairs or replacement consists of major repairs and rehabilitation
involving substantial expenditures which usually are needed only at relatively
long intervals of time, or are caused by such occurrences as earthquake, fire,
obsolescence and, in some instances, neglect. Such items as replacement of
roofs, replacement of corroded gas and heating lines, and rehabilitation of
landscaping {ground-cover) would be considered in this category.

(v) The Commission may enter and inspect the premises at
any time after notifying Owner 72 hours prior to the planned inspection, and said
notice shall be delivered to Owner at the address indicated in paragraph 17(e)
below.

(5) Failure to Maintain Improvements. In the event Owner does not maintain
the Site improvements to the curb line(s) in the manner set forth herein and in accordance with
the Commission Standards, the Commission shall have the right to maintain such private and/or
public improvements, or to contract for the correction of such deficiencies, after (i) written notice
to Owner stating that the condition of said improvements does not meet with the Commission
Standards and specifying the deficiencies and the actions required to be taken by Owner to cure
the deficiencies (“Deficiency Notice”); and (ii) the lapse of the applicable “Cure Period,” as
hereinafter defined. Upon receipt of the Deficiency Notice, Owner shall have thirty (30) days
within which to correct, remedy or cure the deficiency, unless such deficiency is not capable of
being cured within such 30 day period, then such amount of time as is needed to cure such
deficiency provided owner is diligently pursuing cure; provided however, if the Deficiency Notice
states the problem is urgent relating to public health and safety, then Owner shall have forty-
eight (48) hours to rectify the problem {(collectively the “Cure Periods”).

in the event Owner fails to correct, remedy, or cure such maintenance deficiency
after the Deficiency Notice and after the applicable Cure Period has lapsed, then the
Commission shall have the right to maintain such improvements. Owner agrees to pay the
Commission, upon demand, charges and costs incurred by the Commission in connection with
such maintenance. Until so paid, the Commission shall have a lien on the Site for the amount of
such maintenance charges and costs, which lien shall be perfected by the recordation of a
“Notice of C