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Exhibit B 

EXHIBITB 

CONDITIONAL GRANT AGREEMENT (CAPITAL) 
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CONDITIONAL GRANT AGREEMENT 

FoR CAPITAL 
7Tn AND H PROJECT, SACRAMENTO, CALIFORNIA 

(GRANT B) 

IN CONSIDERATION of their mutual promises, the parties agree as follows: 

I. GRANT. The Grantor is making the Grant pursuant to the terms and conditions of this Grant Agreement. Grantor and 
Grantee have entered tl1is Grant Agreement as of the Effective Date. 

2. DEFINITIONS TABLES. The capitalized tenns in this Grant Agreement shall have the meanings assigned in the 
following Definitions Tables and in Section3 Definitions. Tenns being defined are indicated by quotation marks. If an item 
in the Definitions Table is marked "None", "Not Applicable", "N/A" or equivalent or is left blank, that defined tennis not 
applicable to this Grant or the referenced item is not required or is not included in this Grant as the context may indicate. 

>~GRANT 

COMMITMENT'' 

"GRANTEE EQUITY'' 

"SATISFACTION OF 
CONDITION" 

'"PROJECT" 

Parcel 

"Legal Description" 

Grantor's Grant commitment, made 
by letter dated as of 

Grant Program, 

$21,747,825lnvestor Equity 

Tltis Grant of is made pursuant to the Disposition and 
Development Agreement by and between Grantor and 
Mercy Housing Califomia 47, a Califomia Limited 
Pmtnership (the "Pattnership") dated June 10, 2010 

is the minimum amount of cash or cash equivalent 
(excluding land equity or other non-cash investment in 
the 

The Grant shall be shall be satisfied upon the Partnet~hip's 
of a regulatory agreement and Deed of Trust against the Property, and completion of the Project 
pursuant to the tenus and conditions of this grant and in accordance with the DDA to the 

room occupancy 
California. 

interest in the 
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"Closing Date1
' 

D. '~LIST OF EXHIBil s" {The foHowjng are attached and incorpmated in this Grant Agreement): 
EXHIBIT DEFINED TERM 

Exhibit 1: Leoal Descriotion "Legal Description" 
Exhibit 2: Schedule ofPerfonnances "Schedu1e ofPerformances" 
Exhibit 3: Deed of Trust "Deed of Trust" 
Exhibit 4: Side Funding Agreement "Capital Grant Funding Agreement" 
Exhibit 5: Escrow Instructions Fonn "Escrow Instructions'' 
Exhibit 6: Funding Reguirements ''Funding Requirements" 

G. "CONSTIWCTJON }NFORI\IATION": 

"Completion Date'' December31,2012 
Which is the date on or before which the Completion of the 
Project must occur. 

"General Contractor" J.R. Roberts/ Deacon, Inc. 
Which is the general contractor for construction of the 
Project. 

"Project Architect" Mogavero Notestine Associates Which is the architect for design of the Project 

II. "SPECJAL PROVISIONS" The following special provisions shall be in addition to the provisions of this Grant Agreement: 
1. Tlus Grant is made pursuant to the DDA by and between the Grantor and the Partnership dated June 10, 2010. This Grant 
Agreement is subject to the DDA including without limitation, conditions precedent to funding the Grant or making 
disbursements of the Grant proceeds. 
2. Grantor is making tl1is Grant in reliance on the Capital Grant Funding Agreement by and between Grantee and the 
Partt1ership (attached hereto as Exhibit 4). 

3. DEFINITIONS. Tenus not defined in Article 1 and II of this Grant Agreement shall have the definitions assigned in the 
DDA. !fa definition in Atiicle I refers to an Exhibit that is an attached document fonn, the attached document is a tme and 
correct copy of the document referenced. As used in this Grant Agreement, the following terms shall have the following 
meanings: 

3.1. "Budgef' is the budget approved by Grantor for the Project. 

3.2. "Close of Escrow" means the fulfillment of the Escrow terms and conclusion ofthe Escrow, including, without 
limitation, the execution of unexecuted documents, the recordation of documents specified for recording, the issuance of 
title insurance policies, the payment of fees and the delivety of funds and documents as directed in the escrow instmctions 
for the Escrow. The Close of Escrow shall occur on the Closing Date. 

3.3. "Escrow" is the escrow with Title Company for the closing of the Grant. 

3.4. "Escrow Instructions 11 means the Escrow Instructions for the Escrow signed by the Partnership and the Grantor. 
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3.5. "Event of Default" is breach of or default in a pat1y's obligations under this Grant Agreement, the Regulatory 
Agreement, or the DDA. 

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

3.7. "Governmental Requiremenf' means any law, ordinance, order, rule, regulation, plan, ruling, detennination or 
requirement of a Governmental Authority. 

3.8. "Grant" is the Grant from Grantor to Grantee made pursuant to this Grant Agreement. 

3.9. "Grant Agreement" means this Grant Agreement including all Exhibits attached to this Grant Agreement (which 
are incorporated in this Grant Agreement by this reference) and the Grant Documents which are not otherwise included in 
this definition. 

3.10. "Grant Proceeds" means funds disbursed by Grantor on account of the Grant and pursuant to this Grant 
Agreement. 

3 .11. "Potential Default" means an event that would constitute an Event of Defuult but for any requirement of notice to 
be given or period of grace or time to elapse. 

3.12. "Performance Deed of Trust" is the trust deed evidencing the value of this Prope!1y to be Conveyed by this Grant 
and which Performance Deed evidences performance as required by the Disposition and Development pursuant to which 
this grant is made. 

3.13. "Title Policy" means the title insurance policies to be issued in connection with this Grant, as fm1her defined in 
the Escrow Instructions. 

4. GRANTEE'S REPRESENTATIONS AND W ARRANTJES. As a material inducement to Grantor to enter into this Grant 
Agreement and to make the Grant to Grantee, Grantee unconditionally, and each signatmy who signs on its behalf, to the 
extent of their actual knowledge, represents and wammts to Grantor, as of the Close of Escrow, as follows: 

4.1. LEGAL ORGANIZATION. Grantee is duly fanned and validly exists in the fonn stated in Article 1, is qualified to 
do business in Califon1ia, and has full power to consunm1ate the transactions contemplated. 

4.2. GRANTEE'S POWERS. Grantee has full authority to execute this Grant Agreement, to undertake and consummate 
the contemplated transactions, and to pay, perform, and observe all of the conditions, covenants, agreements, and 
obligations. 

4.3. BINDING OBLIGATION. This Grant Agreement constitutes a legal and binding obligation of, and is valid and 
enforceable against Grantee, in accordance with their respective terms. 

4.4. LITIGATION. There are no actions, suits, or proceedings pending or, to the best knowledge of Grantee, threatened 
against or affecting Grantee or the validity or enforceability of any of the other Grant Documents, at law or in equity, or 
before or by any Govemmental Authority. Grantee is not in default with respect to any order, writ, injunction, decree, or 
demand of any court or other Governmental Authority. 

4.5. No OTHER BREACH. The consummation of the transactions covered by this Grant Agreement and the payment 
and performance of all of the obligations in the Grant Documents, will not result in any breach of, or constitute a default 
under, any mortgage, deed oftmst, lease, contract, Grant or credit agreement, corporate charter, byla\Vs, partnership 
agreement, tmst agreement, or other instrument to which the Grantee is a party or by which it may be bound or affected. 

4.6. No DEFAULT. There is no Event of Default or Potential Default on the part of Grantee. 

4.7. UsE OF PROCEEDS. All Grant Proceeds will be disbursed as provided in this Grant Agreement and used only for 
the purposes specified in the Grant. 
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4.8. TAXES PAID. Grantee l1as filed all required Federal, State, County, and City tax returns and has paid all taxes due 
and owing. 

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

5. GRANT. Grantor agrees to deliver to Grantee, and Grantee agrees to accept from Grantor, an amount not to exceed the 
Grant Amount subject to the terms, conditions, representations, wananties, and covenants in this Grant Agreement. 

5.1. PRINCIPAL AMOUNT. The principal amount of the Grant shall be the actual disbursements of the Grantor to or on 
account of Grantee, not to exceed the Grant A111ount. 

5.2. USE OF GRANT FUNDS. Grant funds shall be used solely for to fund construction draws of the Partnership and 
related soft costs in connection with the Partnership's development of the Project. Each payment made by Grantor under 
this Grant Agreement shall be made directly to the Partnership on behalf of Grantee .. 

5.3. GRANT TERMS. The Grant is made pursuant to the Grant Program and is subject to the laws, rules and 
regulations of the Grant ProgranL Grantor agrees to disburse the Grant Proceeds in the manner and subject to the 
limitations stated in this Grant Agreement. 

5.4. REGULATORY AGREE~mNT. The funding for this Grant is from Grantor's Merged Downtown Redevelopment 
Project Area Low/Mod Fund. Grantor and the Pattnership are entering into a Non-Residential Regulatory Agreement and 
Residential Regulatory Agreement (Regulatory Agreements) to be recorded against the Property. The Regulatory 
Agreements imposing covenants, conditions and restrictions mnning with the land is a material consideration for the 
making of the Grant. The Partnership shall execute the Regulatory Agreements prior to Close of Escrow and deliver it to 
Escrow for recordation as a condition precedent to the Grant disbursement. 

5.4.1. There shall be no discrimination against or segregation of any person on any basis listed in subdivision (a) 
or (d) of Section 12955 of the Govenunent Code, as those bases are defined in Sections 12926, 12926.1, subdivision (m) 
and paragraph (1) of subdivision (p) of Section 12955, and Section 12955.2 of the Govemment Code in the sale, lease, or 
rental or in the use or occupancy of the Property hereby conveyed or any part thereof. Grantee covenants by and for 
himself, his heirs, executors, administrators, and assigns, and all persons claiming under or through them that there shall be 
no discrimination against or segregation with reference to the selection, location, number, use or occupancy of tenants, 
lessees, subtenants, sub lessees, or vendees in the Property. The foregoing covenants shall mn with the land. 

5.5. EsCROW. The parties shall open the Escrow promptly after the Effective Date. Escrow shall close as provided 
in the Escrow Instmctions on or before the Closing Date. 

5.6. COl\ll\IISSIONS. Grantor is not responsible, by this Grant Agreement or otherwise, to pay commissions in relation 
to this transaction. 

6. PERFORMANCE CONDITIONS. The following are conditions precedent to perfom1ance under this Grant Agreement: 

6.1. CONDITION OF TITLE. Grantor shall cause Escrow Agent to issue to Grantee (with a copy to Grantor) the 
Preliminary Report, together with copies of all documents relating to title exceptions referred to in the Prelintinary Report. 
At Close of Escrow, Grantor's Regulatory Agreement executed by the Partnet~hip shall be a valid lien against the Property 
securing the Grant and subject to no exceptions to title (of record or off record) other than the exceptions listed in the 
"Conditions of Title" in the Escrow Instructions. 

6.2. CONDITIONS TO GRANTOR's PERFORMANCE. Grantor's obligation to perfonn under this Grant Agreement is 
subject to all of the following conditions: (a) Grantee has performed all of its obligations then to be performed pursuant to 
this Grant Agreement (b) the closing conditions as defined in the Escrow Instructions have been fulfilled as of Close of 
Escrow; (c) Grantee's representations and warranties in this Grant Agreement are true and correct as of the Close of 
Escrow, (d) this Grant Agreement continues to be in full force and effect, no default on the part of Grantee has occurred 
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under the Grant Agreement, and no event has occun-ed that, with the giving of notice or the passage of time, will constitute 
a default by Grantee under the Grant Agreement; and (e) Grantor's governing board has approved this document. 

6.3. CONDITIONS TO GRANTEE'S PERFORMANCE. Grantee's obligation to perform under this Grant Agreement is 
subject to satisfaction of all of the following conditions: (a) Grantor has perfonned all of its obligations then to be 
perfonned pursuant to this Grant Agreement; (b) the closing conditions as defined in the Escrow Instructions have been 
fulfilled as of Close of Escrow; (c) Grantee has met the Conditions to Close of Escrow, (d) Grantor's representations and 
watTanties in this Grant Agreement are correct as of the date of this Grant Agreement and as of the Close ofEscrow; and (e) 
the Grant Agreement continues to be in full force and effect, no default on the part of Grantor has occmTed under the Grant 
Agreement, and no event has occurred that, with the giving of notice or the passage of time, will constitute a default by 
Grantor under the Grant Agreement. 

7. CONSTRUCTION. As a condition of the Loan, Grantee will cause the Partnership to diligently proceed with 
construction in accordance with the Scope of Development as approved by Grantor. Grantee shall cause the Partnership to 
complete such work on or before the Completion Date, subject to Unavoidable Delay, and all in compliance with the Loan 
Agreement between Grantor and the Partnership. 

8. GRANT DISBURSE~ lENT PROCEDURES, 

8.1. CONDITIONS PRECEDENT TO EACH GRANT DISBURSEMENT. The obligation of Grantor to make any 
disbm~ements under this Grant Agreement shall be subject to the followi11g conditions precedent: 

8.1.1. No Event of Default or Potential Default of Grantee has occurred and is continuing. 

8.1.2. If requested by Grantor, Grantee has furnished or require the Partnership to fumish to Grantor, as a Project 
cost, an endorsement to the Title Policy showing no intervening liens or encumbrances on the Property and insuring the full 
disbursement, together with a satisfactory report under the Califomia Uniform Cotmnercial Code showing no liens or 
interests other than those of Grantor. 

8.1.3. Grantor is satisfied that all completed work has been done using sound, new materials and fixtures, in a 
good and proper matmer, and all materials, fixtures, and fumishings installed on or acquired for the Property will be owned 
by the Pat1nership free of any liens, encumbrance, or other interests of any kind other than Grantor's lien or security 
interest, and the liens of other approved lenders. 

8.1.4. The representations and wananties in the Grant Documents are conect as of the date of the requested 
disbursement. 

8.1.5. Grantee has submitted to Grantor all documents, records, statements, certificates, reports, and other 
materials and infonnation then required to be submitted to Grantor for approval under this Grant Agreement. 

8.1.6. Grantee has delivered to Grantor all funds, documents, instruments, policies, evidence of satisfaction of 
conditions, and other materials then due or otl1erwise requested by Grantor under the Grant Documents. 

8.2. CONDITIONS PRECEDENT TO FIRST DISBURSEMENT. Grantee's request for the first disbursement under this 
Grant Agreement is a representation and warranty by Grantee that there has been no material adverse change in Grantee's 
financial capacity or in any representation made to Grantor in Grantee's application for the Grant or Grantee's supporting 
documentation. Grantor shall make the first grant disbursement under this Grant Agreement when the following conditions 
precedent and the conditions precedent stated in Section 6.3 have been met: 

8.2.1. The Grantee and the Partnet~hip have executed an agreement by and between themselves requiting the 
disbursement of these Grant Funds in accordance with and pursuant to the tenns and conditions of this Grant to and for the 
Project (attached and incorporated herein as Exhibit 4). 

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

8.2.3. All conditions to Close of Escrow have been satisfied in accordance with this Grant Agreement. 
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8.2.4. The Partnership has obtained and Grantor has approved a loan approval from a financial institution or other 
Grantor approved by Grantor in its sole discretion, to make the pennanent financing obtained by the Partnership, or the 
Partnership has obtained commitments to issue bonds, which repay after completion of the Project all construction and 
other loans secured by the Project and which are secured by a senior lien against the Property. Such permanent financing 
approval must provide: (a) that it is subject only to those conditions that are usual and customary in the industry and that 
can be satisfied by the proposed closing date of the pem1anent financing; (b) that it is in full force with no default by any 
party; and (c) that Grantor wiJI have notice of, and a reasonable opportunity to cure, any Grantee defaults. 

8.2.5. The Pminership has provided proof of all insurance required by the DDA. 

8.2.6. All of the Pmtnership's conunitments for construction financing are full force, has not been modified and no 
event has occulTed that with notice or the passage of time or both could result in the termination of it. Nothing in the 
Partnership's construction loan commitments, or submissions and approvals made under it, conflicts with this Grant 
Agreement. The Partnership has done all things necessary to keep unimpaired its rights under the loan cotmnitments for the 
loans. 

8.2.7. Grantee has filed all tax returns required to be filed and paid all taxes due. 

8.3. CONDITIONS PRECEDENT TO FINAL DISBURSEMENT. Grantor shall make the final loan disbursement under this 
Grant Agreement when the following conditions precedent and the conditions precedent stated in Section 6.3 have been 
met: 

8.3.1. As applicable, the Project Architect and the Grantor's designated agent wiJI have certified to Grantor, on 
AIA Form G704 and in a matmer satisfactory to Grantor: 

a. That the Project has been duly completed in a good and proper marmer using sound, new materials; 

b. That the Project complies with the Plans and Specifications, the requirements of all Govenunental 
Authorities and any other party having enforceable rights regarding the construction of the Project; and 

c. That the Project is structurally sound. 

8.3.2. The Partnership has filed all tax retums required to be filed and paid all taxes due, which, ifunfiled or 
unpaid, might adversely affect Grantor's security under the Security Documents. 

8.3.3. Grantee has fun1ished evidence, in fonn and substance satisfactory to Grantor, that: 

a. The Genernl Contractor and subcontractors and material suppliers and their subcontractors and 
material suppliers have been paid in full; 

b. The Pmtnership has obtained final cettificates of occupancy for all of the Project; 

c. All other permits and approvals necessmy for the construction, equipping, management, operation, 
use, or ownership of the Project have been obtained, subject only to those conditions approved by Grantor, and 

d. The completed Project complies with all applicable zoning regulations, subdivision map acts, 
building code provisions, and similar governmental laws and regulations, and has all utilities and adequate ingress and 
egress from public streets, that evidence to be in the fom1 of a certificate executed by Grantee in favor of Grantor. 

8.3.4. Grantee has provided to Grantor an inventory showing make, model, value, cost, and location of all 
fumiture, fixtures, and equipment and other personal propetiy of a value in excess of $1,000 and used in the management, 
maintenance, and operation of the Project, that are included in the collateral for the Grant. 

8.3.5. Grantor has received written approval from the surety on any bond required by Grantor. 

8.3.6. Grantor has issued a Certificate of Completion as referenced in the DDA,. 
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8.4. MAKING DISBURSEMENT. Grantor shall pay each disbursement request within twenty (20) business days after 
the disbursement request is submitted to Grantor, subject to fulfillment of the conditions precedent as stated in Section6.3. 
Grantor shall disburse to the Partnership, on behalf of Grantee, the actual cost of the work represented in the disbursement 
request by Grantee, reduced by the cost of work included in the request and not satisfactorily completed and by the amount 
of the Retention to be withheld. 

8.5. COMPLIANCE. To the best of Grantee's knowledge, the construction, use, and occupancy ofthe Property and 
Project comply in full with, or ifbuilt according to the Plans and Specifications, will comply in full with, all Goverrunental 
requirements. No right to construct or use the Project is to any extent dependent on any real propetiy other than the 
Property. All approvals, licenses, pennits, certifications, filings, and other actions normally accepted as proof of 
compliance with all Govemmental requirements by prudent lending institutions that make loans secured by real property in 
the general area of the Property, to tl1e extent available as of the date of this Grant Agreement, have been given or taken, or 
the Pminership is entitled to have them given or taken as the ministerial act ofthe applicable Govenunental Authority. 

9. PROPERTY MANAGEMENT COMPANY. For the life of the Grant, Grantee shall cause the Partnership to obtain and 
maintain a property management agreement with a top quality and duly accredited real estate property management 
company for the management of the Property, and shall assure the compliance of the property management with such 
agreement. Grantor shall not disburse any funds under tl1is Grant Agreement unless and until it has reviewed and approved 
the agreement as adequate and the property management company as top quality and duly accredited. Grantor shall have 
the right to review and approve any proposed changes to scope of said agreement and to changes in the real estate property 
management company, prior to the Partnership's making such changes, and Grantee shall cause the Partnership to request 
such approval. Any such changes made without Grantor approval shall be a default of the Grant. Grantor has approved 
Mercy Housing Management Group as a qualified property management company for the Project. 

10. EVENTS OF DEFAULT. At the option of Grantor, each of the following events will constitute an "Event of Default", 
subject to applicable cure rights, if any as provided in the loan documents between Grantor and the Partnership: 

10.1.1. Default by the Partnership under the Disposition and Development Agreement. 

10.1.2. Default by the Partnership under the Regulatory Agreement. 

10.1.3. Default by the Partnership under the Construction and Pennanent Loan Agreement. 

l 0.1.4. The Partnership's failure to comply with any Govenm1ental Requirements. 

10.1.5. The Partnership's failure to keep in full force any penni!, license, consent, or approval with respect to the 
Project. 

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

I 0.1.7. Making of any unauthorized payment from Grant Proceeds or other funds of Grantor. 

11. REMEDIES 

11. 1.1. OPTION TO ACT. On the occurrence of any Event of Default, in addition to its other rights in this Grant 
Agreement or in any of the other Grant Documents, at law, or in equity, Grantor may, without prior demand, exercise any 
one or more of the following rights and remedies: 

11.1.2. Declare the repayment of the Grant immediately due. 

11.1.3. Make disbursement after tl1e happening of any one or more of tl1e Events of Default, without waiving its 
right to demand repayment of the Grant and all other sums that may then be owing to Grantor or any other rights or 
remedies, regardless of Grantor's previous exercise of any rights and remedies. 
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11.1.4. Proceed as authorized at law or in equity with respect to the Event of Default, and in connection with 
that, remain entitled to exercise all other rights and remedies described in tllis Grant Agreement or the Regulatory 
Agreement. 

11.1.5. Recover its funds expended in exercising or enforcing any of its rights or remedies under any of the Grant 
Documents, together with interest at the maximum amount allowed by law from the date the funds were spent until repaid. 

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

11.3. DISCLAIMER. Whether Grantor elects to employ any of the remedies available to it in connection with an Event 
of Default, Grantor will not be liable to perfom1 any obligation of Grantee. 

11.4. INSURANCE. With regard to this Grant Agreement, the Grantee shall cause the Partnership to obtain and 
maintain, and as applicable cause others to obtain and maintain, until the Satisfaction of Conditions, all insurance required 
under tl1e DDA. 

11.5. NONRECOURSE. Grantee's obligations to repay the Grant upon the occurrence of an Event of Default shall be 
nonrecourse and Grantor may only look to the Property and any other collateral securing Grantee's obligations under this 
Grant Agreement. 

12. MISCELLANEOUS 

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

12.2. No WAIVER. No failure or delay on the part of Grantor in exercising any right or remedy under the Grant 
Documents will operate as a waiver nor will Grantor be estopped to exercise any right or remedy at any future time because 
of any such failure or delay. No express waiver will affect any matter other than the matter expressly waived and that 
waiver will be operative only for the time and to the extent stated. \Vaivers of any covenant, tenn, or condition in this 
Grant Agreement will not be construed to waive any subsequent breach of the same covenant, tenn, or conditiotL 

12.3. No THIRD PARTIES BENEFITED. This Grant Agreement is made and entered into for the sole protection and 
benefit of the parties and their pennitted successors and assigns, and no other person will have any right of action or any 
rights to Grant funds, except as expressly designated in this Grant Agreement. 

12.4. NoTICES. Grantee irrevocably appoints Grantor as its agent (the agency being coupled with an interest) to file for 
record any notices of completion, cessation of labor, or any other notice that Grantor deems necessary or desirable to 
protect its interests under this Grant Agreement or under the Grant Documents. Grantor shall give copies of notices required 
to be delivered to Grantee to the following parties at the following addresses; provided, however that Grantee 
acknowledges that such notice is an accommodation and the fuilure of the Grantor to properly deliver any such notice shall 
not give rise to any claims or defenses of Grantee or any third party: 
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Grantee: 

With a copy to: 

Grantor: 

7th&HGPLLC 
3129 Freeboard Drive, Suite 202 
West Sacramento, CA 95691 

If to the Investor Limited Patiner: 

Wachovia AffOrdable Housing 
Community Development Corporation 
MAC D1 053-170 
30 I South College Street 
Charlotte, NC 28288 
Attention: Director of Tax Credit Asset Management 

with a copy to: 

John Simon, Esq. 
Sidley Austin LLP 
One South Dearborn 
Chicago, IL 60603 

And 

Joel Hjehnaas, Esq. 
Counsel 
Wells Fargo Bank, N.A. 
MAC x240 1-06T 
1 Home Campus, 61

h floor 
Des Moines, IA 50328-0001 

Redevelopment Agency of the City of Sacramento 
801121

h Street 
Sacramento, CA 95814 

12.4.1. METHOD. All notices to be given under tl:lls Grant Agreement shall be in writing and sent to the 
addresses stated above for the respective recipient by one or more of the following methods. 

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

b. A nationally recognized oven1ight courier, by priority overnight service, in which case notice shall be 
deemed delivered one (I) business day after deposit with that courier; 

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

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

12.4.3. Notices, including requests for approval, requiring action in less than thirty (30) days may only be given 
by the foregoing overnight courier or hand delivery method, and shall include the following language on its face: 
"URGENT- TIME SENSITNE- IMMEDIATE ACTION REQUIRED" and marked for delivery to Potifolio 
Management. Such notice shall include the time allowed under this Grant Agreement for action. 
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12.5. ACTIONS. Grantor will have the right to commence, appear in, or defend any action or proceeding purporting to 
affect the rights, duties, or liabilities of the parties, or the disbursement of any funds under this Grant Agreement. In 
connection with that, Grantor may incur and pay costs and expenses, including, without limitation, reasonable attomey fees. 
Grantee agrees to pay to Grantor on demand all these expenses. This Section does not apply to actions or proceedings 
between the parties. 

12.6. ASSIGNMENT. The terms of this Grant Agreement will be binding on and inure to the benefit of successors 
and assigns of the parties. Hmvever, Grantee shall not assign tills Grant Agreement or any interest it may have in the 
monies due without the prior written consent of Grantor to a party other than a general partner or managing member of 
Grantee or a single asset entity wholly owned and controlled by Grantee or a general partner or managing member of 
Grantee. 

12.7. NONLIABILITY FOR NEGLIGENCE, LOSS, OR DAMAGE. The relationship between Grantee and Grantor is, and 
will at all times remain, solely that of Grantee and Grantor, and Grantor neither undertakes nor assumes any responsibility 
for or duty to Grantee, except as to matters which are within the intent and purpose of the Grant. 

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

12.9. CONSENTS AND APPROVALS. All consents and approvals by Grantor required or pennitted by any provision of 
this Grant Agreement will be in writing. Grantor's consent to or approval of any act by Grantee requiring finiher consent or 
approval will not be deemed to waive or render unnecessary the consent or approval to or of any subsequent similar act. 

12.10. SURVIVAL OF"' ARRANTIES AND COVENANTS. The warranties, representations, conditions, covenants, 
and agreements in this Grant Agreement and in the other Grant Documents \Vill survive the making of the Grant and will 
continue in full force. Nothing in this Section is intended to limit any other provision of the Grant Documents that by their 
stated terms survive the termination of any Grant Document. 

12. I I. AMENDMENT. The Grant Documents and the terms of each of them may not be modified, waived, 
discharged, or tenninated except by a written instrument signed by the party against whom enforcement of the 
modification, waiver, discharge, or tennination is asserted. 

12.12. TERMINATION. Upon tennination of this Grant, all rights and obligations under this Grant Agreement 
will terminate with no further rights or obligations. 

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

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

12.15. CAPTIONS. All Article and Section headings in the Grant Documents are inserted for convenience of 
reference only and do not constitute a part oftl1e Grant Documents for any other pmpose. 

12.16. INDEMNITY. Grantee agrees to defend, indemnify, and hold Grantor harmless from all losses, damages, 
liabilities, claims, actions, judgments, costs, and reasonable attomey fees that Grantor may reasonably incur as a direct or 
indirect consequence of the making of the Grant, Grantee's failure to perform any obligations as and when required by this 
Grant Agreement or any of the other Grant Documents, the failure at any time of any of Grantee1s representations or 
warranties to be true and correct, or any act or omission by Grantee. 

12.17. FURTHER ASSURANCES. At Grantor's request and at Grantee's expense, Grantee will execute, acknowledge, 
and deliver all other instruments and perfonn all other acts necessaty, desirable, or proper to cany out the purposes of the 
Grant or to perfect and preserve any liens created by the Grant. 

86 



12.18. INTEGRATION AND INTERPRETATION. The Grant Documents contain or expressly incorporate by reference 
the entire agreement between Grantor and Grantee with respect to the covered matters and supersede all prior negotiations. 
Any reference to the Property or Project in any oft he Grant Documents will include all or any pm1ion of them. Any 
reference to the Grant Documents themselves in any of the Grant Documents will include all amendments, renewals, or 
extensions approved by Grantor. 

12.19. NUMBER, IDENTITY AND GENDER. When the context and construction so require, all words used in the 
singular \vill be deemed to have been used in the plural and vice versa. Person means any natural person, corporation, ftnn, 
partnership, association, trust, govennnent, governmental agency, or any other entity, whether acting in an individual, 
fiduciary, or other capacity. When the context and construction so require, all words which indicate a gender will be 
deemed to have been used to indicate the gender as indicated by the context. 
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THE PARTIES HAVE EXECUTED THIS GRANT AGREEMENT in Sacramento, California as of the Effective Date. 

GRANTEE: 
7th & H GP LLC, a California limited liability 
company 

By: Mercy Housing Calwest, a California nonprofit 
public benefit corporation, its member/manager 

By: _______ _ 
Its: ______________ _ 

Date:----------------

Approved as to form: 

Grantee Counsel 

GRANTOR: 
REDEVELOPMENT AGENCY OF THE CITY OF 

SACRAMENTO 

By: 
~~~~~~~~~~------
LaShelle Dozier, Executive Director 

Date: ---------------

Approved as to form: 

Grantor Counsel 
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EXHIBIT! 
LEGAL DESCRIPTION 

THE lAND REFERRED TO HEREIN BELOW IS SITUATED IN THE CITY OF SACRAMENTO , COUNTY OF 
SACRAMENTO, STATE OF CALIFORNIA, AND IS DESCRIBED AS FOLLOWS: 

All that certain lannd descibed in that certain Certificate of Compliance for Lot Merger, recorded January 4, 
2011 in Book 20110104, Page 482 and being more particularly described as follows: 

Lot 5 and 6 in the block bounded by "G" and "H" Streets and 6th and 7th Streets of the City of Sacramento 
according to the official map or plat of said city. 

Excepting therefrom the West 10 feet of said Lot 6. 

APN: 002-0141-001-0000, 002-0141-002-0000, 002-0141-003-0000, 002-0141-004-0000, 002-0141-007-0000 
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March 2011 

December 2012 

January 2013 

EXHIDIT2 

SCHEDULE OF PERFORMANCES 

Construction begins 

Constmction completed 

Project units placed in service 
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EXHIBIT3 
DEED OF TRUST 
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NO FEE DOCUMENT: 
Entitled to free recording 
per Government Code 27383. 

When recorded, ret1.1m to: 
SACRAMENTO HOUSING AND 
REDEVELOPMENT AGENCY 
80 l 12th Street 
Sacramento, CA 95814 
Attention: Katherine Klein McFadde!t 

DEED OF TRUST AND ASSIGNMENT OF RENTS 
7th & H Project 

(Loan B: ConstructinConstmction and Permanent Loan Agreement; Grant B: Conditional Capital 
Grant; and, Grant C: Conditional Grant for Operating Reserve) 

716 71
h Street, 631 H Street and 625 H Street, Sacramento, CA 95814 

For purposes of this Deed ofTmst the following capitalized terms shall have the meanings ascribed in the space adjacent to 
them: 

TERM DEFINITION 
~~Effective Daten 
''Trustor" and Mercy Housing California 47, A Califomia Limited Partnership 
''Bonower" 
''BotTOWer 3120 Freeboard Drive, Suite 202, West Sacramento, CA 95691 
Address" 
''Trustee" Fidelity National Title Company 
''Beneficiary" and Redevelopment Agency of the City of Sacramento, a public body, corporate and politic 
"Lender" 
~~Lender Address" 801 12tll Street, Sacramento, California 95814 

Which is real property located in the County of Sacramento and the State ofCalifomia as more 
particularly described in the Legal DesCliption. 

''Property" Address 716 71
" Street, 631 H Street and 625 H Street, 

Sacramento, CA 95814 
Assessor's Parce] Number 002-0141-001-0000, 002-0141-002-0000, 002-0141-

003-0000; 002-0141-004-0000, 002-0141-007-0000 

"Legal The Legal Description of the Property which is more particularly described in the attached 
Exhibit 1 Legal Description, which is incorporated in and an integral part of this Deed of 

Description~~ 
Tmst 

"Loan" Which is Lender's loan to Bon·ower evidenced by the Note and which is secured by this Deed 
ofTmst. 

"Loan 
\Vhich is the Construction and Permanent Loan Aagreement bet\veen Lender and Borrower 

Agreement" 
stating the term and conditions of the Loan. 
Which is dated: I 
Which is Lender's Grant to 7 ' & H GP LLC in the amount of$6,859,695, which Grant will 

"Grant B'' then be contributed to Borrmver during the course of construction and which is secured by this 
Deed ofTmst. 

"Grant B Which is the Conditional Grant Agreement for Capital between Lender and 71
" & H GP LLC 

Agreement" stating the terms and conditions of the grant. 

"Grant C" 
Which is Lender's Grant to 7'" & H GP LLC in the amount of$3,750,000, which Grant will be 
contributed to Borrower and which is secured by this Deed ofTmst. 

"Grant C Which is the Conditional Grant Agreement for Capitalized Operating Reserve between Lender 
Agreement" and 7th & H GP LLC stating the terms and conditions of the grant. 
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Lender shall give copies of notices required to be delivered to Borrower to the following 
parties at the following addresses; provided, however that Borrower acknowledges that such 
notice is an accommodation and the failure of the Lender to properly deliver any such notice 
shall not give rise to any claims or defenses ofBonower or any_ third party: 

If to the Investor Limited Partner: 

Wachovia Affordable Housing 
Community Development Corporation 
MACD1053-170 
301 South College Street 
Charlotte, NC 28288 
Attention: Director of Tax Credit Asset Management 

"Additional with a copy to: 
Notices" 

John Simon, Esq. 
Sidley Austin LLP 
One South Dearbom 
Chicago, IL 60603 

And 

Joel Hjehnaas, Esq. 
Counsel 
Wells Fargo Bank, N.A. 
MAC x240 l-06T 
1 Home Campus, 6th floor 
Des Moines, IA 50328-0001 

Which is Borrower1
S note made in accordance with the Loan Agreement securing the following 

priucipal sum or such lesser amount as shall equal the aggregate amount disbursed to Bonower 
"Note'' by Lender, with interest. 

Which has a principal sum of I Eight Million Two Hundred Thousand Dollars and No 
Cents ($8,200,000.00) 

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

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

Together with all the improvements now or subsequently erected on the property, and all easements, rights, appurtenances, 
rents (subject, however, to the rights and authorities given to Lender to collect and apply such rents), royalties, ntineral, oil 
and gas rights and profits, water, water rights, and water stock, and all fixtures, including but not limited to all gas and 
electric fixtures, engines and machinety, radiators, heaters, furnaces, heating equipment, steam and hot water boilers, 
stoves, ranges, elevators and motors, bathtubs, sinks, \Vater closets, basins, pipes, faucets and other plumbing and heating 
equipment, cabinets, mantels, refrigerating plant and refi_-igerators, whether mechanical or otherwise, cooking apparatus and 
appurtenances, furniture, shades, awnings, screens, venetian blinds and other furnishings, no\V or hereafter attached to the 
property, all of which, including replacements and additions thereto, shall be deemed to be and remain a part of the prope11y 
covered by this Deed of Trust; and all of the foregoing, together with said property (or the leasehold estate if this Deed of 
Trust is on a leasehold) are refen·ed to as the "Property"; 

To secure to Lender: (a) the repayment of the Loan and to the extent applicable, the reimburementpayment of Grant Band 
Grant C; and (b) the perfonnance of the covenants and agreements ofBorrower contained in this Deed of Trust, the Note, 
or the Loan Agreement, and the covenants and agreements of 7"' & H GP LLC contained in Grant B and in Grant C. 

Bonower covenants that Borrower is lawfully seised of the estate conveyed by this Deed of Trust and has the right to grant 
and convey the Property, and that Borrower will warrant and defend generally the title of the Property against all claims and 
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demands, subject to any declarations, easements or restrictions listed in a schedule of exceptions to coverage in any title 
insurance policy insuring Lender1s interest in the Property. 

Bonower and Lender covenant and agree as follows: 

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

2. Charges; Liens. Borrower shall pay all taxes, assessments and other charges, fines and impositions attributable to the 
Properly and leasehold payments or ground rents, if any by Borrower making payment, when due, directly to the 
appropriate payee. Borrower shall promptly furnish to Lender all notices of amounts due under this paragraph, and in the 
event that Borrower makes payment directly, Borrower shall promptly fumish to Lender receipts evidencing such 
payments. Borrower shall pay \vhen due any encumbrance, charge and lien, with interest in accordance with its terms, on 
the Prope11y or any portion which is inferior or superior to this Deed ofTmst. 

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

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

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

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

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

6. Protection of Lender's Security. Borrower shall appear and defend any action or proceeding purporting to affect the 
security under this Deed ofTmst or the tights of the Lender. IfBorrower fails to perform the covenants and agreements 
contained in tills Deed of Trust, or if any action or proceeding is commenced which materially affects Lender1s interest in 
the Property, including, but not litnited to, foreclosure, involuntary sale, eminent domain, insolvency, code enforcement, or 
arrangements or proceedings involving a bankrupt or decedant, then Lender may, upon notice to Borrower, make such 
appearances, disburse such sums and take such actions as are necessary to protect Lendees interest, including, but not 
limited to, disbursement of judgments, costs or reasonable attorney's fees and enlly upon the Property to make repairs. 

Any amounts disbursed by Lender pursuant to this Section 6, with interest, shall become additional indebtedness of 
Borrower secured by this Deed of Trust. Unless Borrower and Lender agree to other terms of payment, such amounts shall 
be payable upon notice from Lender to Borrower requesting payment, and shall bear interest fi·om the date of disbursement 
at the highest rate permissible under applicable law. In any event, this Section shall be construed as a right and an option of 
Lender and shall not be construed to require Lender to incur any expense or take any action. 

7. Inspection. Lender, by its designated representative, may make reasonable entries upon and inspections of the 
Properly, provided that Lender shall give Borrower and any occupant of the Property reasonable prior notice of any such 
inspection. 
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8. Condemnation. The proceeds of any mvard or claim for damages, direct or consequential, in cotmection with any 
condemnation or other taking of all or any part of the Property, or for conveyance in lieu of condemnation, shall be applied 
as provided in the Loan Agreement. 

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

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

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

10. Forbearance by Lender Not a Waiver. Any forbearance by Lender in exercising any right or remedy under this Deed 
ofTmst, or otherwise afforded by applicable law, shall not be a waiver or preclude the exercise of any suc!1 right or 
remedy. The procurement of insurance or the payment of taxes or other liens or charges by Lender shall not be a waiver of 
Lender's right to accelerate the maturity of the indebtedness secured by this Deed ofTmst. 

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

12. Successors and Assigns Bound; Joint and Several Liability Captions. The covenants and agreements contained in this 
Deed ofTmst shall bind, and the rights under this Deed ofTmst shall inure to, the respective successors and assigns of 
Lender and Borrower, subject to the provisions of Section 15. Ail covenants and agreements of Borrower shall be joint and 
several. The captions and headings of the paragraphs of this Deed of Trust are for convenience only and are not to be used 
to interpret or to define its provisions. 

13. Notice. Except for any notice required under applicable law to be given in another manner, any notice to be given 
under tl1is Deed ofTmst shall be given as provided for in tl1e Loan Agreement. Any notice provided for in tllis Deed of 
Trust shaH be deemed to have been given to Borrower or Lender when given in the manner designated. 

14. Goveming Law; Severability. This Deed ofTmst shall be govemed by the law of the State ofCalifomia. If any term 
or provision oftl1is Deed ofTmst shall, to any extent, be held invalid or unenforceable, the remainder of this Deed ofTmst 
shall remain in full force and effect and tl1e invalid or unenforceable provision shall be valid and enforceable as to any 
other person or circumstance. 

15. Acceleration on Transfer or Refinancing of the Property; Assumption. Except as otherwise provided in the Loan 
Agreement, if all or any part of the Property or an interest in the Property is sold or transferred or refinanced by Borrower 
without Lender's prior written consent, Lender may, at Lender's option, declare all the sums secured by this Deed of Trust 
to be immediately due and payable. Lender shall have waived such option to accelerate if, prior to the refinancing, sale or 
transfer, Lender and the person to whom the Property is to be sold or transferred reach agreement in writing that the loan 
may be assumed. If Lender has waived the option to accelerate provided in this Section and ifBonower's successor in 
interest has executed a \vritten assumption agreement accepted in writing by Lender, Lender shall release Borrower from all 
obligations under this Deed of Tmst and the Note. Lender's prior approval is not required for (I) the sale or transfer ofthe 
Limited Pmtner's interest to one or more of the other partners that currently comprise the Bonower' s entity, (2) the 
admission of the Limited Partner or its affiliate to the Borrower and the transfer of its interest to an affiliate thereof so long 
as the general pat1ner, or managing member, of the transferor, or an affiliate thereof, is the general partner, or managing 
member of the transferee, or partner; however, Bon'O\ver is obligated to notify Lender within 30 days from the date of such 
sale or transfer, (3) the removal of the general partner of the Borrower by the Limited Partner for a default under 
Bonower' s pmtnership agreement, provided that any replacement general partner is approved by Lender, which approval 
shall not be unreasonably withheld, conditioned or delayed. 
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If Lender exercises such option to accelerate, Lender shall mail Borrower notice of acceleration. Such notice shall provide 
a period of not less than 30 days from the date the notice is mailed within which Borrower, or any of its principals or 
anyone with a substantial legal interest in Borrower, may pay the sums declared due. If Borrower fails to pay such sums 
prior to the expiration of such period, Lender may, without fi.uther notice or demand on Borrower, invoke any remedies 
pennitted by this Deed of Trust. 

16. Acceleration on Breach: Remedies. Except as provided in Section 15, upon Borrower,s breach of any covenant or 
agreement ofBmTower in this Deed of Trust, the Note, (including tl1e covenants to pay when due any sums secured by this 
Deed of Trost and restricting transfer of the Property) or Loan Agreement, or 7" & H GP LLC's breach of any covenant or 
agreement in the Grant B Agreement or the Grant C Agreement, Lender shall mail notice to Borrower specifying: (1) tl1e 
breach; (2) the action required to cure such breach; (3) a date, no less than 30 days from the date the notice is mailed to 
Borrower and limited partner, by which breach must be cured; and (4) that failure to cure such breach on or before the date 
specified in the notice may result in acceleration of the sums secured by this Deed of Trust and sale of the Prope1ty. If the 
breach is not cured on or before the date specified in the notice, Lender at Lender's option may declare all of the sums 
secured by this Deed of Trust to be inunediately due and payable without further demand and may invoke the power of sale 
and any other remedies permitted by applicable law. Any limited partner ofBmTower shall be entitled to cure any defaults 
on behalf of Borrower within the time periods set forth herein; provided, hO\vever, that if, in order to cure any such default, 
such limited partner must first remove and/or replace a general partner of Borrower, then, provided that such limited partner 
notifies the Agency of such removal and removes such general partner within that thirty day period to correct or cure the 
default the limited pmtner shall then have 90 days to replace the general partner. Then, such limited partner or the 
replacement General Partner shall have until the date of 30 days to effect such cure. 

17. Lender shall be entitled to collect from the Borrower, or sale proceeds, if any, all reasonable costs and expenses 
incuned in pursuing the remedies provided in this Section, including, but not limited to reasonable atton1ey's fees. 

If Lender invokes the power of sale, Lender shall execute or cause Trustee to execute a written notice of the occurrence of 
an event of default and of Lender's election to cause the Property to be sold and shall cause such notice to be recorded in 
each county in which any portion of the Property is located. Lender or Trustee shall mail copies of such notice in the 
manner prescribed by applicable law to Borrower and to the other persons prescribed by applicable law. Trustee shall give 
public notice of sale to the persons and in the manner prescribed by applicable law. After the lapse of such time as may be 
required by applicable law, Trustee, without demand on Borrower, shall sell the Property at public auction to the highest 
bidder at the time and place and under the terms designated in the notice of sale, in one or more parcels and in such order as 
Trustee may determine. Trustee may postpone sale of all or any parcel of the Property by public atmouncement at the time 
and place of any previously scheduled sale. Lender or Lender's designee may purchase the Property at any sale. 

Trustee shall deliver to the purchaser a Trustee's deed conveying the Property so sold without any covenant or warranty, 
expressed or implied. The recitals in the Trustee's deed shall be prima facie evidence of the truth of the statements it 
contains. Trustee shall apply the proceeds of the sale in the following order: (a) to all reasonable costs and expenses of the 
sale, including, but not limited to, reasonable Trustee's and attorney's fees and costs of title evidence; (b) to all snms 
secured by tltis Deed of Trust; and (c) the excess, if any, to the person or persons legally entitled tl1ereto as detennined by 
Lender. In the event of a dispnte regarding the excess funds, either Lender or Trustee may file an action in interpleader to 
detennine who shall receive the funds and may tl1en deposit the excess funds with the court. 

18. Assigmnent of Rents; Appointment of Receiver: Lender in Possession. As additional security, Borrower assigns to 
Lender the rents of the Property, provided that Bonower shall, prior to an acceleration for breach as provided above or 
abandonment of the Property, have the right to collect such rents as they become due. 

Upon acceleration for breach or abandonment of the Property, Lender, in person, by agent or by judicially appointed 
receiver shall be entitled to enter upon, take possession of and manage the Prope1ty and to collect the rents of the Property 
including those past due. All rents collected by Lender, its agent, or the receiver shall be applied first to payment of the 
costs of management of the Property and collection of rents, including, but not limited to receiver's fees, premiums on 
receiver's bonds and reasonable atton1ey's fees, and then to the sums secured by this Deed of Trust. Lender, its agent and 
the receiver shall be liable to account only for those rents actually received. 

19. Prior Lienholder. The provisions of this Deed of Trust shall operate subject to the claims of prior lienholders to the 
extent of such claims. 
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20. Nonrecourse. Notwithstanding any provision ofthis Deed ofTmst or any document evidencing or securing this Loan, 
Bonower, and Borrower's principals, pmtners, agents, officers, and successors in interest shaH not be personaliy liable for 
the payment of the Loan or any obligation of the Loan and Lender's sole recourse is to the collateral secured by this Deed 
ofTmst. 
21. Reconveyance. Upon payment of all sums secured by this Deed ofTmst, Lender shall request Tmstee to reconvey the 
Property and shall surrender this Deed ofTmst and all notes evidencing indebtedness secured by this Deed of Trust to 
Tmstee. Tmstee shall reconvey the Propetiy without wammty and without charge to the person or persons legally entitled 
to such reconveyance. Such person or persons shall pay all costs of recordation, if any. The recitals in the reconveyance of 
any matters or facts shall be conclusive proof of their truthfulness. 

22. Substitute Trustee. Lender, at Lendees option, may from time to time remove Trustee and appoint a successor trustee 
to any Tmstee appointed under this Deed of Trust. Without conveyance of the Property, the successor tmstee shall 
succeed to all the title, power and duties confen·ed upon the Trustee by this Deed of Trust and applicable law. 

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

24. Statement of Obligation. Lender may collect a reasonable fee for fumishing the statement of obligation as provided 
by Section 2943 of the Civil Code of Califomia, as it may be amended fi·om time to time. 

25. Use of Property. Borrower shall not pel'l11it or suffer the use of any of the Property for any purpose other than the use 
for which the same was intended at the time this Deed of Trust was executed. 
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IN WITNESS WHEREOF, Borrower has executed this Deed of Trust. 

BORROWER (Trustor): 
MERCY HOUSING CALIFORNIA 47, A CALIFORNIA LIMITED PARTNERSHIP 

By: RCHC GP LLC, a Califomia limited liability company, its managing general partner 
By: Rural Califomia Housing Corporation, a California nonprofit public benefit corporation, its member/manager 

By: 
Its:~~~~~~~ 

By: 7th & H GP LLC, a Califomia limited liability company, its co-general partner 
By: Mercy Housing Cal west, a Califomia nonprofit public benefit corporation, its member/manager 

By: ______ _ 

Its:._~~~-~--

[NoTARIZED AcKNOWLEDGEMENTS] 
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CAPITAL GRANT B 

99 



SIDE FUNDING AGREEMENT REGARDING APPLICATION OF GRANT PROCEEDS FROM CONDITIONAL 
GRANT FOR CAPITAL-GRANT B BY AND BETWEEN THE REDEVELOPMENT AGENCY OF THE CITY OF 

SACRAMENTO ("GRANTOR"), 7TH & H GP LLC ("GRANTEE") AND MERCY HOUSING CALIFORNIA 47, A 
CALIFORNIA LIMITED PARTNERSHIP ("THE PARTNERSHIP") 

THIS SJDE FUNDING AGREEMENT REGARDING APPLICATION OF GRANT PROCEEDS FROM CONDITIONAL 
GRANT FOR CAPITAL-GRANT B ("Agreement") is made effective as of the ~-day of , 2011, by and 
among 7"' & H GP LLC, a Califomia limited liability company ("Grantee"), Mercy Housing California 47, a California 
Limited Pattnership ("Pattnership") and the Redevelopment Agency of the City of Sacramento ("Grantor"). 

RECITALS 

A. The Partnership was formed for the purpose of owning and developing real property in Sacramento, California 
and operating 150 residential units thereon for low income households, including one manager's unit (the "Project"). 
Grantee is a general partner of the Partnership. 

B. Pursuant to the Conditional Grant Agreement for Capital - Grant B between the Agency and LLC ("Grant 
Agreement"), Grantor will grant to the LLC $6,859,695 in funds ("Grant B Funds") to be used solely to fund construction 
draws of the Partnership and related soft costs in connection with the Partnership's development of the Project. Each 
payment made by Grantor under the Grant Agreement shall be made directly to the Partnership on behalf of Grantee. 

C. The Grantor has consented to the Grantee's contributing the Grant B Funds to the Pmtnership to be used to 
fund certain capital expenditures of the Partnership on the condition that the Grantee and the Partnership enter into tltis 
Agreement to specifY the conditions under which the Partnership can access and use the Grant B Funds. 

NOW, THEREFORE, for good and valuable consideration, the receipt and sufficiency of which are hereby 
acknowledged, the parties hereto, intending to be legally bound hereby, agree as follows: 

I. Definitions. Capitalized terms not otlterwise defined herein shall have the meaning given to them in the 
Grant Agreement, and if not defined therein, then in the Limited Partnership Agreement of the Partnership of even date 
herewith (the "Partnership Agreement.") 

2. Grantee will cause the Partnership to diligently proceed with constmction in accordance with the Scope 
of Development as approved by Grantor. Grantee shall cause the Partnership to complete such work 011 or before the 
Completion Date, subject to Unavoidable Delay, and all in compliance with the Grant Agreement between Grantor and 
Grantee. 

3. Each disbursement of the Grant B Funds made by Grantor under the Grant Agreement shall be made 
pursuant to this Agreement and in accordance with, but not limited to, Section 8 of the Grant Agreement, itsel£ 

4. Grantee authorizes and directs Grantor to disburse directly to the Partnership the proceeds of Grant B to pay 
and satisfy all of the obligations of Grantee under the Grant Agreement. Grantor will make Grant B Fund disbursements 
directly to the Partnership on behalf of Grantee provided that there is no defanlt under the Grant Agreement, the Disposition 
and Development Agreement by and between Grantor and the Partnership and the Constmction and Pennanent Loan 
Agreement-Loan B by and between the Grantor and the Partnership. 

5. Grantor and Grantee hereby agree that they shall not amend, modifY or terminate Grant B without the prior 
written consent of the Partnership. 

6. Any conflicts between this Agreement and the tenns and conditions of the Grant Agreement shall be 
resolved in fuvor of the Grant Agreement. 
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THE PARTIES HAVE EXECUTED THIS AGREEMENT in Sacramento, California as of the Effective Date. 

GRANTEE: 
7th & H GP LLC, a California limited liability 
company 

By: Mercy Housing Cal west, a Califomia nonprofit 
public benefit corporation, its member/manager 

By: 
Its:·--------

Date: ________ _ 

Approved as to fonn: 

Grantee Counsel 

PARTNERSHIP: 
MERCY HOUSING CALIFORNIA 47, A CALIFORNIA 
LIMITED PARTNERSHIP 

By: RCHC GP LLC, a Califomia limited liability 
company, its managing general partner 
By: Rural California Housing Corporation, a 
California nonprofit public benefit corporation, its 
member/manager 

By: ________ _ 
Its: ______ _ 

By: 7th & H GP LLC, a California limited liability 
company, its co-general partner 
By: Mercy Housing Calwest, a California nonprofit 
public benefit corporation, its member/manager 

By: ----------
Its: ______ _ 

Dated: ______ _ 

Approved As to Form: 

GRANTOR: 
REDEVELOPMENT AGENCY OF THE CITY OF 
SACRAMENTO 

By: 
~~~~~~~~~---

LaShelle Dozier, Executive Director 

Date: ________ _ 

Approved as to form: 

Grantor Counsel 
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SAMPLE 
JOINT ESCROW INSTRUCTIONS 

FOR DISPOSITION AND DEVELOPMENT OF REAL PROPERTY 

I "Effective Date" 

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

ARTICLE I. GENERAL TERMS. 

1. GENERAL. These Escrow Instructions, in addition to items listed below includes Article II General Provisions, which is 
attached to and incorporated in these Escrow Instmctions by this reference. 

2. DEFINITIONS. The capitalized terms in these Escrow Instructions shall have the meanings assigned in Article I General 
Tenus and as defmed in Article II Instmctions. (Tenus being defined are indicated by quotation marks.) 

"Title 
Comy_!lny" Address: 
"Escrow" with Escrow I Attention: I 
Title Company Number: 
"Agency" 

Address: 801 - 12"' Street, Sacramento, CA 95814 
Attention: I 

"Developer" 
Address: _L 
Attention: I 

"Closing Date" 
"Property" Address: I _!APN: J 
"Transaction The document that details the obligations of the parties for the contemplated transaction (e.g., 
Document" Loan Agreement, Disposition and Development Agreement or Owner Participation Agreement): 

Description of 
the transaction 

"Recorded Documents"· The Documents: Marked for retum to: 
following documents are to be 1. 1. 
recorded in the order listed 
(top being first in priority). 
Copies of the Recorded 
documents are attached. 
"Agency Items" 

"Developer Items" 

"Special Provisions": 
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"Agency Title Policy" in the Documents: Coverage amount (purchase price): 
form of an ALTA Lender's I 
Policy insuring that the 
following are valid liens 
aJ:ainst the propertv: 
"Developer Title Policy" Type of Policy: 
insuring fee title in DCLTA DALTA standard owner's 
Developer. policy 
The title policies shall be Named items of Title Company's Dated: 
subject only to the following Preliminary Report for the Escrow, Report Number: 
"Conditions of Title": to remain after Close of Escrow Items remaining: 

THE PARTIES HAVE EXECUTED THESE ESCROW INSTRUCTIONS in Sacramento, Califomia as of the Effective Date. 

DEVELOPER: AGENCY: 

By: Nam_e_: _______________ _ By: Nam_e_: ________________ _ 

Title: Title: 
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ARTICLE II. INSTRUCTIONS 

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

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

2.1.1. The conditions precedent to performance stated in the Transaction Document and Recorded Documents are 
satisfied as of the Closing Date. 

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

2.1.3. Simultaneously with the Close of Escrow, Title Company shall issue the Developer Title Insurance to 
Agency (at Agency's cost) in the amount stated. The Developer Title Insurance shall include all usual and customary 
endorsements and any endorsements and other commitments as Developer may reasonably require. The Developer Title 
Insurance shall insure Developel's fee simple title to the Property subject only to the Conditions of Title. 

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

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

2.1.6. On or before the Close of Escrow, Developer shall also deposit with Title Company the Agency Items and 
Developer's share of closing costs and fees. 

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

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

"The Loan Agreement requires the filing q(the "RegulatOJJ' Agreement" that is diifined in the Loan 
Agreement. The RegulafOIJ' Agreement contains covenants running with the land and is recorded against the 
Property. If Developer does not comply with the requirements q(the Regu/atoiJ' Agreement andfai/s to come 
into compliance with the Regulatmy Agreement witlui1 thirty (30) days qfier Agency's writteunotice to 
Developer of such failure, the principal balance of the Loan shall, at Agency's option, be immediately due 
and payable, together with all uupaid interest at the stated rate fiom the date of the advancement q(the 
Loan's proceeds. " 

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

2.3.2. Obtain full execution of all unexecuted documents; 

2.3.3. Date all undated documents as of the Closing Date; 

2.3.4. Record the Recorded Documents in the priority listed; 

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

2.3.6. Deliver the Agency Items to Agency and the Developer Items to Developer; and 

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

2.4. INABILITY TO CLOSE. If Title Company is unable to simultaneously perform all of the preceding instmctions, Title 
Company shall notify Developer and Agency, and upon each of their directions return to each party all documents, items 
and funds deposited in Escrow by such party (less fees and expenses incurred by the respective party) and bill the 
respective parties for any unpaid fees and expenses incurred in Escrow. If Escrow fails to close on the Closing Date 
because Developer has not complied with Develope1's obligations under this Loan Agreement, then Developer shall pay the 
costs incurred through Escrow to tl1e date the Escrow is terminated, including the cost of any preliminary title report and 
any cancellation fees or other costs of this Escrow. If Escrow fails to close on or before the Closing Date because Agency 
has not complied with Agency's obligations under this Loan Agreement, such costs shall be paid by Agency. If Escrow 
fails to close on or before the Closing Date for any other reason, such costs shall be divided equally between the parties. 

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

II/IIIII 
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AcCEPTANCE OF ESCROW INSTRUCTIONS 

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

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

Developer agrees to indemnify and hold you hannless from damages incurred as a result of your good faith and 
diligent perlormance of your duties under these escrow instructions. 

Upon your acceptance of these escrow instructions return the executed counterpm1s of these escrow instructions to 
Agency and Developer, respectively. 

Escrow Holder acknowledges receipt of the foregoing escrow instructions and agrees to act as Escrow Holder and to 
comply with the terms and conditions of said escrow instructions. 

Dated: ___________ _ 

TITLE COMPANY 

By: ___________________ __ 
Name: ____________ _ 

Title:-c----c---c-----c-c---~-
Its authorized agent and signatory 
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EXHIBIT 6 
FuNDING REQUIREMENTS 
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Tl FuNDING REQUIREMENTS FOR RENTAL HOUSING 
LOW AND MODERATE INCOME HoUSING Fmm 

These "TI Funding Requirements" are attached to a Regulatory Agreement, and are incorporated in that Regulatmy 
Agreement. In turn, the Regulatory Agreement is incorporated in the financing document that is described in the Regulatory 
Agreement. [The capitalized tenns used shall have the meanings below. Terms being defined are indicated by quotation 
marks. Capitalized terms in these TI Funding Requirements that are not defined below are defined in the Regulatory 
Agreement and in such financing document.] 

l. RECITALS, Agency is a redevelopment agency organized and operating under the Califomia Redevelopment Law 
(commencing at Health & Safety Code Section 33000). The Agency Funding is funded by the Agency with proceeds 
of the Low and Moderate Income Housing Fund (as defined in Health & Safety Code Section 33334.3) and made in 
accordance with the Aggregation of Agency Funding that occurred pursuant to Resolution 2009-57 adopted by the 
Redevelopment of the City of Sacramento or Resolution 0896 adopted by the County of Sacramento Redevelopment 
Area in accordance with Health and Safety Code Sections 33334.2(g) and 33413, the provisions of the redevelopment 
plans for the Agency's Project Areas ("Redevelopment Plans"), and the Califomia Redevelopment Law. The Agency 
has approved the Agency Funding on condition that the prnperty securing the Agency Funding ("Property") is 
rehabilitated or developed as residential rental property ("Project") with certain units regulated in accordance with 
Health & Safety Code Section 33487 ("Tl Restricted Units") by recordation of these Tl Funding Restrictions as 
covenants mnning with the land, in accordance with Health & Safety Code Section 33334.3(f). Tl Restricted Units are 
made affordable by such regulation to persons and households that qualify as moderate-income, low-income or very 
low-income as indicated in Article I of the Regulatory Agreement. The development of the Project will benefit the 
Project Areas because the Project will provide housing for persons who work within the Project Areas. 

2. AFFORD ABILITY REQUIREMENTS, Owner shall assure that the T1 Restricted Units shall be rented or sold at or below 
the following rates to households whose incomes are at or below the respective income limits for the rental rate: 

a. Moderate-Income TI Restricted Units shall be rented for amounts that do not exceed payments of thirty percent 
(30%) of one hundred and ten percent (110%) of the Sacramento Metropolitan Statistical Area median income 
("Median Income"), as determined annually by the federal Department of Housing and Urban Development, as 
adjusted for family size appropriate to the size and number of bedrooms in the respective TI Restricted Unit. 

b. Low-Income TJ Restricted Units shall be rented for amounts that do not exceed payments of thirty percent (30%) 
of sixty percent (60%) of the Median Income as adjusted for fumily size appropriate to the size and number of 
bedrooms in the respective TJ Restricted Unit. 

c. Very Low-Income TJ Restricted Units shall be rented for amounts that do not exceed payments of thirty percent 
(30%) of fifty percent (50%) of the Median Income as adjusted for family size appropriate to the size and number 
of bedrooms in the respective TJ Restricted Unit. 

d. 0\\"ler shall be responsible to detennine the affordable amounts for the TJ Restricted Units. Within ten (10) days 
of Owner request, Agency shall provide all infonnation necessary for Owner to compute such affordable rents and 
will assist Owner in determining such amounts. 

3. TERM. These covenants shall burden and regulate the TJ Restricted Units for a tenn of fifty-five (55) years, unless a 
longer term is specified in the body of the document to which this attached. 

109 



TAX INCREMENT FUNDING REQUIREMENTS FOR COMMERCIAL DEVELOPMENT 

These "TI Funding Requirements" are incorporated in the "Regulatory Agreement" to which they are attached. In turn, the 
Regulatory Agreement is incorporated in the Funding Agreement referenced in the Regulatmy Agreement. Pursuant to the 
Funding Agreement, the Regulatory Agreement (with these Tl Funding Requirements) is recorded against the properties 
assisted with the "Agency Funding" provided under the Funding Agreement. [The capitalized terms used in these Tl 
Funding Requirements shall have the meanings stated below. Tenus being defined are indicated by quotation marks. 
Capitalized terms that are not defined in these Tl Funding Requirements are defined in the Regulatory Agreement.) 

1. RECITALS. Agency is a redevelopment agency organized and operating under the California Connnunity Redevelopment 
Law (commencing at Health & Safety Code Section 33000). 

a. Agency has provided the "Agency Funding" from redevelopment tax increment (as defined in the California 
Constitution Article XIII, Section 16, and further defined in Health & Safety Code Section 33670) for the "Project Area" 
named in the Regulatmy Agreement and Funding Agreement. The Agency Funding is subject to the provisions of the 
redevelopment plan for the Project Area and the California Community Redevelopment Law. 

b. The Project is being developed on the Property which is in the Redevelopment Plan for the Project Area named in 
the Agency Funding Agreement. Agency has approved the Agency Funding on condition that the "Property" named in the 
Agency Funding Agreement is rehabilitated or developed as the Project, defined in the Agency Funding Agreement and 
operated and maintained in accordance with the Redevelopment Plan, which regulation is accomplished by recordation of 
this Regulatory Agreement with these TI Funding Requirements as covenants rmming with the land. 

2. TER~I. These covenants shall burden and regulate the Property for the term of the Redevelopment Plan, but in any event, 
not less than thiliy (30) years from the date of recordation, excepting the covenant against discrimination, which shall run 
in perpetuity. 

3. USE. The Property shall be used solely for the Approved Uses and shall not be used for the Disapproved Uses. 

4. ANTI-DISCRil\UNATION, The Owner covenants by and for himself or herself, 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, religion, creed, sex, marital status, national origin, ancestry, 
familial status, or disability in the sale, lease, sublease, transfer, use, occupancy, tenure, or enjoyment of the Property or any 
portion of it, nor shall the Owner or any person claiming under or through him or her, establish or penni! any such practice 
or practices of discrimination or segregation with reference to the location, number, use or occupancy of tenants, lessees, 
subtenants, sublessees, or vendees in the Property. This covenant against discrimination shall run in perpetuity. 

5. PLAN COMPLIANCE. Owner shall comply, in all respects, with the Redevelopment Plan. 
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Exhibit C 

CONDITIONAL GRANT AGREEMENT 

FOR CAPITALIZED OPERATING RESERVE 

SECURED BY DEED OF TRUST 

(GRANT C) 

THE REDEVELOPMENT AGENCY OF THE CITY OF SACRAMENTO, a public body, corporate and politic, ("Grantor''), whose 
address is 801 12th Street, Sacramento, California grants to 7th & H GP LLC, a California limited liability company, 
("Grantee"), with its principal office at 3120 Freeboard, Suite 202, West Sacramento, CA 95691, the principal amount 
("Conditional Grant") of Three Million Seven Hundred FiftyThousaud and Zero Dollars ($3,750,000), or so much as 
may be actually advanced under this agreement ("Grant Agreement") and the Disposition and Development Agreement 
between Grantor and Mercy Housing California 47, a California limited partnership (the "Partnership") (in which 
grantee is a general partner), dated June 10, 2010 ("DDA"). 

RECITALS 

A. In order to finance the new constmction of 150 affordable units at the 7"' & H Project, a suppmtive housing 
project ("Project"), the applicant submitted an application to the Califomia Tax Credit Allocation Conuuittee 
("TCAC"). 

B. TCAC awarded federal low income housing tax credits in the aggregate over 10 years of Twenty Five Million 
Dollars ($25,000,000) to the Project. The Partnership has also secured private construction financing for 
the Project. 

C. In order to obtain funding for the Project, the applicant was required to meet TCAC Regulation Section 
10315 (b) and 10325(g)(3)(A) through (L) requirements for Special Needs Homeless Assistance 
Apportionment and SRO Eligibility Certification, respectively, including several criteria that reduce the 
operating income for the Project and increase operating expenses. 

D. TCAC regulation Section 10322(h)(21) required the applicant to provide all related conm1itments related to 
necessary operating subsidies at the time of the TCAC application in order to qualify to obtain funding. 

E. The Grantor's tax increment low and moderate income housing fund is the sole sources of funding 
available for conunitment to capitalize an operating reserve for the Project. 

F. Grantor is making this Grant in reliance on the Operating Deficit Funding Agreement by and between 
Grantee and the Partnership (attached hereto as Exhibit E). 

NOW, THEREFORE, for good and valuable consideration, the receipt and sufficiency of which are hereby 
acknowledged, the parties hereto, intending to be legally bound hereby, agree as follows: 

1. GRANT PURPOSE. The Grantor is making this Conditional Grant to ensure the operational and financing 
feasibility of the Project and the commensurate public benefits derived from the use of the proceeds in the following 
project: the transfer of Three Million Seven Hundred Fifty Thousand and Zero Dollars ($3,750,000) ofDo\\"ltown Tax 
h1crement Housing Set-Aside Funds (the "Grant Funds") to capitalize an operating reserve for the newly constmcted 
7"' & H Project ("Projecf'). 

2. REPAYMENT OBLIGATION. This Conditional Grant is subject to the tenus and conditions of the DDA and to 
the tenus and conditions stated below. The Conditional Grant of the Grant Funds shall become unconditional for each 
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Exhibit C 

expenditure of such funds after Grantee demonstrates to Grantor's satisfaction that the expenditure complies with the 
DDA and this Grant Agreement, as provided in Section 8 below. Grantee's obligations regarding repayment of the 
amount of the Conditional Grant shall decrease as the Conditional Grant becomes unconditional and shall cease when 
the entire amount of the Conditional Grant becomes unconditional. Grantee shall repay the remaining conditional 
pmtion of the grant if Grantee is in default of any ofthe following covenants and conditions and has not immediately 
conunenced and diligently cured such default in accordance with Section 9 hereof. 

3. DEFINITIONS. 

a. Low/Mod Tax Increment Subsidized Units. This Grant is comprised of Merged Downtown Low
and Moderate Income tax increment funds to provide an Operating Deficit Reserve Subsidy 
associated with 150 pem1anent supportive housing units for a fifteen (15) year term. 

b. Operating Income. Operating Income means, for any year, all income earned in such year from 
the operation of the Project in its ordinary course of business, including all rents and any other rent 
subsidies including tenant- and project-based subsidies, forfeited security deposits, proceeds of 
rental loss insurance, application fees, late payments and proceeds from laundry facilities and 
vending machines and other amounts paid to the Partnership by or on behalf of tenants and 
excluding interest on reserve accounts. 

c. Operating Expenses. Operating Expenses means all cash costs and cash expenses paid by the 
Patinership of every kind and nature in connection with the management, business affairs, and 
debt service of the Project, including contributions to resenre accounts and all other expenses set 
forth in the Budget (including asset management fees, pa1tnership management fees and deferred 
developer fee within the expenditure limits set forth in Section 7 below). Operating Expenses 
shall not include capital expenditures paid from the replacement reserve. 

d. Operating Deficit. Operating Deficit means, for any given year, the amount (or the projected 
amount shown in the budget, as the case may be) in which the Operating Expenses exceed the 
Operating Income at the end of such year. 

4. DISBURSEMENT OF GRANT FuNDS. 
a. Conditions to disbursement. The Grant Funds shall be disbursed upon the following conditions: (1) 

issuance of a certificate of completion for the Project as described in the DDA; (2) the Grantee and 
the Partne1~hip have executed an agreement by and between themselves requiring the disbursement of 
these Grant Funds, in accordance with the tenns and conditions of this Grant, to and for the Project 

(attached and incorporated herein as Exhibit E); (3) recordation of a Deed of Trust against the 
Property in the fom1 attached as Exhibit A: Deed of Trust Form; and (4) recordation of a 
Regulatory Agreement against the Property in the form attached as Exhibit B: Regulatory 
Agreement Form. 

b. Reduction of available funds. If Grantee or the Partnership has obtained other funding for 
operating reserves prior to the disbursement of Grant Funds that eliminates the Project's projected 
operating deficit for the fifteen (15) years subsequent to the issuance of a ce!iificate of completion, 
Grantor is not obligated to disburse the Grant Funds. If required by Grantor and if Grantee or the 
Partnership has obtained other fundh1g prior to the disbursement of Grant Funds that reduces the 
Project's projected operating deficit or otherwise reduced its projected operating deficit for the 
fifteen (15) years subsequent to the issuance of a certificate of completion, Grantor shall disburse 
only those Grant Funds necessa1y to eliminate the projected operating deficit and shall amend the 
attached Exhibits C and D accordingly. 
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5. CoNDITIONS TO UsE OF GRANT FUNDS. Grantee shall comply with the following conditions on the retention 
and expenditure of Grant Funds: 

a. Deposit of funds. The Grant Funds shall be deposited in an interest bearing Operating Reserve 
Holding Account established by Grantee and all interest eamed on the Grant Funds shall be added 
to the Grant Funds . The Operating Reserve Holding Account shall require the written approval of 
Grantor in order to withdraw funds. 

b. Approval of expenditures. Grantee may use the Grant Funds in the Operating Reserve Holding 
Account to pay those Operating Expenses approved in writing by the Grantor in advance of 
expenditures. Expenditures made pursuant to a Budget approved in writing by the Grantor 
pursuant to Section 6 shall satisfY this requirement. 

c. Approved categmies of expenditures. Grantee shall expend the Grant Funds and accrued interest 
thereon solely as a capital contribution to the Partnership to pay for Operating Deficits. 

d. Expenditure limits. Grantee shall not expend Grant Funds in excess of the Expenditure Limits set 
forth in Exllibit C: Annual Expenditure Limits, attached to and incorporated into this Grant 
Agreement, without the prior approval of the Grantor. The Expenditure Limits shall be calculated 
on an aggregated basis so that if the Expenditure Limit in one year is not exceeded, the 
Expenditure Limit for the following year shall be increased by the amount that the Expenditure 
Limit for the prior year exceeded the amount of Grant Funds actually used for such prior year. 
Additionally, if the Partnership pays for any approved Operating Expenses from any loan or 
contribution (in each case, an "ODG Payment") by any member or partner of the Partnership, or 
any affiliate thereof, because the Expenditure Limit for that year had been exceeded, then Grantee 
shall be entitled to reimburse the applicable party for such ODG Payment, including interest at a 
rate not to exceed the interest rate for the Capitalized Operating Reserve Account, with Grant 
Funds in subsequent years to the extent such use of the Grant Funds would not cause the 
Expenditure Limit for such years to be exceeded. 

6. SUBMISSIONS BY GRANTEE; REVIEW OF BUDGET. Grantee shall submit, or shall cause the Partnership to 
submit to Grantor in each calendar year commencing in the 2013 calendar year and in fonn and substance 
acceptable to Grantor, the following:. 

a. Required documents. A budget for the upcoming calendar year; an operating statement for the 
preceding four ( 4) calendar quarters; rent roll as of the date of submission of the budget indicating 
for each unit, the tenant, the rent, the rent subsidy, if any, and the lease renewal date; and bank 
statements showing the balance in the Project's operating account and reserve accounts as of the 
date of submission. 

b. Other Documents. Such additional documentation, including timesheets, payrolls, vouchers, 
invoices, or cancelled checks, as shall be reasonably requested by Grantor within thirty (30) days 
after such request. 

c. Financial Repmis. Not later than thirty (30) days after receipt by the Partnership, the Patinership's 
audited annual financial report containing a balance sheet as of the end of the fiscal year prepared 
in accordance with generally accepted accounting principles. 
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6.1 Review of Budget. Grantor shall approve or reject a Budget submitted by Grantee under Subsection a. above by 
notice to Grantee given on or before thirty (30) days after receipt of such budget and all other documentation 
required to be provided under Subsections a. and b. above. If Grantor rejects the Budget, such notice shall be 
accompanied by a statement of Grantor's objections to the Budget within ten (10) days thereafter. Grantor may, 
without limitation, reject any Budget in which the Operating Expenses are, in the reasonable opinion of the Grantor, 
excessive. 

6.2 Actual Deficit. If the Partnership shall require additional operating funds due to unforeseen circumstances or 
events connected to the Project, Grantee may submit to Grantor from time to time, but not more frequently than two 
(2) times in any year, a Draw Request for disbursement of additional funds from the Operating Reserve Holding 
Account to the Project's main operating account. Such Draw Request shall identify such circumstances or events 
and shall be accompanied by a twelve month Operating Statement through the end of the most recent calendar 
quarter. Grantor shall evaluate the Draw Request and supporting documentation and, if approved, authorize in 
writing the amount specified in the Draw Request to be withdrawn from the Operating Reserve Holding Account. 
Grant funds approved pursuant to this Subsection are subject to the limitations set forth in Exhibit C and Grantee 
shall contribute such amounts to the Partnership as a capital contribution. 

7. CAP ON DEVELOPER FEES. Pattnership management fees and investor management fees for the Project shall 
not exceed the Expenditure Limits set forth in Exhibit D: Maximum Management Fees, attached to and incorporated 
in this Grant Agreement for the tenn of this Grant Agreement. 

8. VERIFICATION OF EXPENDITURES. Not less than annually, Grantee shall provide an opinion prepared by a 
qualified, independent auditor acceptable to Grantor on the Project operation and the costs thereof may be included 
in Operating Expenses. The auditor's opinion shall also indicate whether the expenditure of Grant Funds complies 
with the conditions and covenants of this Agreement. Upon Grantor's written approval of the auditor's opinion, 
which approval shall not be unreasonably withheld, delayed, or conditioned, the grant shall become unconditional as 
to those Grant Funds expended in compliance with this Grant Agreement. 

9. DEFAULT. 
a. Breach. Failure by Grantee to submit any documents due under Section 6 above, expenditure of 

Conditional Grant Funds in excess of the limits set f01th by Exhibit A, expenditure of funds for 
purposes other than those set forth in Section 5 of this Grant Agreement, or failure by Grantee to 
perfonn any other obligations of Grantee under this Agreement shall be deemed a breach by 
Grantee under this Agreement. 

b. Default. Upon occurrence of a breach, Grantor shall give notice of such breach to Grantee and 
may, at its option require repayment of some or all of the conditional portion of the Grant Funds if 
such breach is not cured within thirty (30) days after notice thereof. If such breach is not cured 
within such period, Grantee shall be in default, and Grantor shall be entitled to all available 
remedies at law or in equity. 

10. OTHER FUNDING SOURCES. Grantee shall diligently work with the Grantor to identify and obtain 
additional funding from sources other than Grantor to provide rental subsidies and operating assistance to the Project 
during the term of this Agreement. Grantee shall accept or cause the Partnership to accept any additional funding 
sources that are compatible with the goals and operations of the Project. 

11. REDUCTION OR TER~IINATION OF CAPITALIZED OPERATING SUBSIDY RESERVE. Grantee acknowledges 
and agrees that the Grant may be reduced or reallocated if the Project receives additional funding and the Project has 
not used, or will not be able to fully use Grant funds pursuant to the schedule set forth in Exhibit C. In any event, 
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Tax Increment funds not expended for the Project within fifteen (15) years of the disbursement of Grant funds shall 
be retumed to Grantor. 

12. PRE\' AILING WAGES AND DA I'IS BACON, Grantor advises Grantee that the Project is subject to the payment 
of prevailing wages under California law and Davis Bacon prevailing wages under Federal Requirements. Grantee 
shall cause the Partnership to infom1 the General Contractor and to require the General Contractor to inform all 
subcontractors and materiahnen fumishing goods or services to the Project of Grantor's determination of the 
applicability ofCalifomia prevailing wage requirements and Federal Davis Bacon prevailing wages requirements. 
Grantee represents that the Partnership and General Contractor have had the oppmtunity to meet with their 
respective legal counsel and to request a detem1ination of the matter before the Califomia Department oflndustrial 
Relations and any other appropriate govermnental bodies. Grantee represents that the Pminership and General 
Contractor have made their own independent determinations of the applicability of prevailing wage and Davis 
Bacon prevailing wage laws and have independently implemented such determinations. Grantee indemnifies, holds 
hannless and defends the Grantor from all additional wages, benefits, fees, penalties, fines, legal fees, court costs, 
arbitration costs, and other costs arising from the improper application ofCalifomia prevailing wage and Federal 
Davis Bacon prevailing wage laws to the Project by the Partnership or General Contractor or both of them. 

13. TER~HNATION. This Grant Agreement shall tenninate when: (1) Grantor has approved the expenditure of all 
Grant Funds pursuant to Section 8 of this Grant Agreement; (2) prior to disbursement of the Grant Funds, Grantee or 
the Partne1~hip has obtained other funding that eliminates the Project's operating deficit for the fifteen (15) years 
subsequent to the issuance of a certificate of completion for the Project; or (3) upon repayment of the conditional 
portion or unused portion of the Grant Funds to Grantor. 

14. DEFAULT OF DDA. The Pminership shall not default in any material provision of the DDA, subject to the 
rights of the Partnership to cure such default as provided in the DDA. 

15. No SALE OR EXCESS REFINANCING. Grantee shall cause the Partnership not to, without Grantor's written 
consent: (a) sell or transfer all or any portion of the Project; or (b) refinance the Project for an amount greater than One 
Hundred Percent (100%) of the independently appraised, fair market value of d1e Project. Grantor shall not withhold 
consent to sell to an otherwise fmancially qualified buyer who assumes Grantees obligations under this Conditional 
Grant and accepts the tenus of this Conditional Grant. 

16. LoW INCOME TENANTS. Grantee shall cause the Partnership to not penn it discrimination against tenants 
because of their status as low-income tenants or as tenants receiving "Section 8" rental assistance or any other 
assistance from the U.S. Department of Housing and Urban Development or from any other federal, state or local 
program of housing or income assistance. 

17. MAINT A!N LoANS. Grantee shall cause the Partnership to comply with the provisions of all loans secured by 
the Site and shall promptly and timely cure any default in said loans. 

18. ADEQUATE RESERVES. Grantee shall maintain, or cause the Partnership to maintain, adequate capital, 
operational and regular and deferred maintenance reserves for the Project in accordance with ordinary and usual 
business practices of a pmdent property owner. Funds in said reserve accounts shall be used solely for the designated 
purposes unless such use has first been approved in writing by Grantor. Grantor acknO\vledges that such reserve 
account is currently anticipated to be depleted within fifteen (15) years. 

19. PROFESSIONAL MANAGEMENT. Grantee shall cause the Partnership to obtain and maintain, for not less than 
the duration of the Agency grant from the date of occupancy of Project required by the DDA, independent professional 
propeiiy management services with a finn approved by Grantor. Mercy Services Corporation is hereby approved by 
Grantor. 

116 



Exhibit C 

20. No NUISANCE. Grantee shall cause the Partnership to pem1it no activity on the Project that may be construed 
to be a nuisance to any tenant of the Project, to any adjacent tenants or property owners or to the general public. In the 
event that such a nuisance is occuning on the Site, Grantee shall take or cause the Partnership to take it1m1ediate action 
to stop such nuisance and to prevent future occurrences of such nuisance. 

21. OcCUPANCY, Grantee shall cause the Partnership to not permit the occupancy of any residential unit in the 
Project to exceed the occupancy limits established by the U.S. Department of Housing and Urban Development for 
subsidized housing units pursuant to the HOME funding requirements and more specifically 24 C.F.R. 92.252 and 24 
C.F.R 92.254 as well as the California Health and Safety Code, Grantee shall cause the Pmtnership to rent to persons 
and families of low or moderate income, as defmed in Section 50093, lower income Households, as defmed by 
50079.5, very low income households, as defined in Section SOlOS, and extremely low income households, as defined 
in Section 50 I 06, that is occupied by these persons and fumilies. 

22. PROJECT MAINTENANCE. Project Maintenance. Grantee shall cause the Partnership to assure that the 
following maintenance and use provisions for the Project shall be enforced: 

a. Building Upkeep. Keep the exterior appearance of all buildings and structures in a clean and 
attractive condition. Grantee shall petform refinishing of smfaces promptly when observed to be 
needed due to damage or deterioration. 

b. Grounds upkeep. Maintain all grounds and landscaped areas within the Site and those adjacent to the 
Project, which the Partnership may control or otherwise maintain, in a condition consistent with 
quality landscape care comparable to similar projects. Assure that shrubs and trees are to be properly 
and consistently pruned and that all landscaped areas are kept free of weeds, undesirable plants and 
trash. 

c. Trash Storage. Assure that all trash, including Ia""'• sluub and tree cuttings are placed in a screened 
enclosure when stored for pickup and that collected trash of any kind is not allowed to stand outside 
of an enclosure for more than eight (8) hours. 

d. Storage and Repairs. Assure that no painting, repairing or storage of personal property is pennitted 
in any open parking area, balcony area, or conunon area or any other area visible to the public. 

e. Signs. Not install or permit the installation or use of any sign on the Project which creates a hazard 
by protruding, overhanging, blinking, flashing, exhibiting animation or other dangerous conditions. 
Not install or pem1it the installation or use of any billboards, petmants, bunting or similar devices for 
advertising or cotmnercial display which are not in accordance with all applicable ordinances, 
regulations and codes. Allnonconfonning signs shall be removed within the time specified by the 
organization having jurisdiction over the sign or by the Grantor. 

23. INDEMNITY. Grantee shall indemnify, protect, defend and hold harmless Grantor, its officers, directors, 
commission members, employees, advisory committee members, and agents from any and all liability from bodily 
injury, death and property damage caused by or resulting from the acts or omissions of Grantee, its officers, 
employees, agents or independent contractors and for any and all costs incurred by Grantor in defending against 
such liability claims, including attomey's fees, except for injury, death or property damage caused by the negligent 
act or willful misconduct of Grantor. The indenmity provisions of this Section 234 shall survive the termination of 
this Grant Agreement, \vhatever the reason for such termination. 

24. ATTORNEY's FEES AND CosTS. If a party institutes any action (including without limitation, arbitration, 
mediation, motions, hearings, suits and appeals) to enforce a provision of this Grant Agreement, the prevailing party 
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shaH be entitled to recover from the non-prevailing party its fees, costs and expenses in connection with such action, 
including without limitation, the prevailing party's expe11 witness fees, investigator fees and attomey's fees. 
Payment of such fees shall include payment for such services whether provided by employees of the prevailing pmiy 
or independent providers. Prevailing party shall mean the party who obtains a more favorable result than that 
offered by it in settlement of the issues, or in the absence of such settlement offer, the party obtaining a favorable 
result. 

25. NoT ASSIGNABLE. Notwithstanding any other provision of this Grant Agreement, Grantee shall not assign 
tills Grant Agreement or any interest it may have in the monies due 

26. BOOKS AND RECORDS. Grantee shall maintain such books and records related to the disbursement ofthe 
Grant Funds as are considered reasonable and necessary under generally accepted accounting principals and shall 
penni! Grantor to view the books and records at any time during regular business hours. 

27. INTERPRETATION. This Grant Agreement integrates all of the tenus and conditions related or incidental 
to its subject matter, and supersedes all negotiations or previous agreements between the parties with respect to its 
subject matter. As the context may indicate, the singular and plural forms each include the other and gender 
references include all other genders. If any provision of this Grant Agreement is held invalid for any reason, the 
other provisions shall be given full force and effect to the extent that the purpose and intent of this Conditional Grant 
can then be met. 

28. WAIVERS AND AMENDMENTS. All waivers of the provisions of this Grant Agreement must be in writing 
and duly executed by the waiving party. All amendments to this Grant Agreement must be in writing and duly 
executed by the Grantor and the Grantee. 

29. CUMULATIVE RIGHTS AND REMEDIES. No right, power or remedy given to Grantor by the terms oftl1is 
Grant Agreement is intended to be exclusive of any other right, power or remedy, and each such right, power or 
remedy will be cumulative and in addition to every other right, power or remedy given to the Grantor by the terms 
of any instmment, by any statute or otherwise. 

30. NONLIABILITV OF GRANTOR OFFICIALS AND EMPLOYEES. No member, official or employee of the 
Grantor shall be personally liable to the Grantee, or any successor in interest, in the event of any default or breach by 
the Grantor or for any obligations under the tenus of t!Iis Grant Agreement. 

31. NONLIABILITY OF GRANTEE OFFICIALS AND EMPLOYEES. Notwithstanding any provision of this Grant 
or any document evidencing or securing this Grant, Grantee's principals, pmtners, members, agents, officers, and 
successors in interest shall not be personally liable for the repayment of the Grant or any obligation of the Grant. 

32. Grantor will subordinate the lien securing Grantee's obligation under this Grant Agreement to the 
constmction loan for the Project, provided that the constmctionloan for the Project indicated in the Budget meets all 
requirements oftl1is Grant, and that the constiUctionloan does not require modification of this Grant, Grantor's 
execution of any agreements containing new or modified Grant terms or Grantor's execution of any agreement 
creating a contractual relationship between Grantor and the senior lender including obligations or liabilities between 
Grantor and the senior lender, except as otherwise approved by Grantor. 

33. NOTICES AND DEMANDS. Any notice, approval or other communication required or pennitted to be given 
under this Grant Agreement shall be in writing and shall be personally delivered including but not limited to 
ovemight delivery or deposited in the certified U.S. Mail, retum receipt requested, first class and postage prepaid, 
addressed to each pmiy at the following addresses or such other address as may be designated by a notice pursuant 
to this Section. Grantor shall give copies of notices required to be delivered to Grantee to the following parties at the 

118 



Exhibit C 

following addresses; provided, however that Grantee acknowledges that such notice is an acconunodation and the 
failure of the Grantor to properly deliver any such notice shall not give rise to any claims or defenses of Grantee or 
any third party: 

Grantee: 

With a copy to: 

Grantor: 

7th&HGPLLC 
3129 Freeboard Drive, Suite 202 
West Sacramento, CA 95691 

If to the Investor Limited Pm1ner: 

Wachovia Affordable Housing 
Community Development Corporation 
MAC Dl053-170 
30 I South College Street 
Charlotte, NC 28288 
Attention: Director of Tax Credit Asset Management 

with a copy to: 

John Simon, Esq. 
Sidley Austin LLP 
One South Dearbom 
Chicago, IL 60603 

And 

Joel Hjelmaas, Esq. 
Counsel 
Wells Fargo Bank, N.A. 
MAC x240 l-06T 
1 Home Campus, 61

h floor 
Des Moines, !A 50328-0001 

Redevelopment Agency of the City of Sacramento 
801 12"' Street 
Sacramento, CA 95814 
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EXECUTED IN SACRAMENTO, CAUFORNIA, as of the date first written above. 

GRANTEE: 
7TH & H GP LLC, A CALIFOM1A LIMITED 

LIABILITY COMPANY 

By: Mercy Housing Cal west, a California nonprofit 
public benefit corporation, its member/manager 

By:. ____________ _ 
Its: ____________ __ 

Date: ____________ __ 

Grantor: 
REDEVELOPMENT AGENCY OF THE CITY OF 

SACRAMENTO 

By: 
~L-a~Sl~w~l~le~D~o-z~~-r------------

Executive Director 

Approval as to Fonn: 

Agency Counsel 
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NO FEE DOCUMENT: 
Entitled to free recording 
per Government Code 27383. 

When recorded, retum to: 
SACRAMENTO HOUSING AND 
REDEVELOPMENT AGENCY 
801 12m Street 
Sacramento, CA 95814 
Attention: Katherine Klein McFadden 

DEED OF TRUST AND ASSIGNMENT OF RENTS 
7th & H Project 

(Loan B: Construction and Pe1manent Loan Agreement; Grant B: Conditional Capital Grant; 
and, Grant C: Conditional Grant for Operating Reserve) 

716 7"' Street, 631 H Street and 625 H Street, Sacramento, CA 95814 

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

TERM DEFINITION 
''Effective Date" 
"Trustor" and Mercy Housing Califomia 47, A Califomia Limited Partnership 
"Borrower" 
"Bonower 3120 Freeboard Drive, Suite 202, West Sacramento, CA 95691 
Address', 
"Trustee" Fidelity National Title Company 
"Beneficiari' and Redevelopment Agency of the City of Sacramento, a public body, corporate and politic 
"Lender" 
''Lender Address'' 801 12th Street, Sacramento, Califomia 95814 

Which is real property located in the County of Sacramento and the State of Califomia as more 
particularly described in the Legal Description. 

''Propetty" 
Address 716 7"' Street, 631 H Street and 625 H Street, 

Sacramento, CA 95814 
Assessor's Parcel Number 002-0141-001-0000,002-0141-002-0000,002-0141-

003-0000; 002-0141-004-0000, 002-0141-007-0000 

"Legal 
The Legal Description of the Property which is more particularly described in the attached 

Description'' 
Exhibit 1 Legal Description, which is incorporated in and an integral part of this Deed of 
Trust 

"Loan" 
Which is Lender's loan to Bonower evidenced by the Note and which is secured by this Deed 
of Trust. 

"Loan 
Which is the Construction and Pennanent Loan Agreement bet\veen Lender and Borrower 

Agreement" 
stating the term and conditions of the Loan. 
Which is dated: 1 
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Which is Lender's Grant to 7'" & H GP LLC in the amount of$6,859,695, which Grant will 
"Grant B'' then be contributed to Borrower during the course of constmction and which is secured by this 

Deed ofT rust. 
"Grant B Which is the Conditional Grant Agreement for Capital between Lender and 7"' & H GP LLC 
Agreemenf' stating the tenns and conditions of the grant. 

"Grant C' 
Which is Lender's Grant to 7'" & H GP LLC in the amount of$3,750,000, which Grant will be 
contributed to Bon·ower and which is secured by this Deed of Trust. 

"Grant C Which is the Conditional Grant Agreement for Capitalized Operating Reserve between Lender 
Agreement" and 7'h & H GP LLC stating the tenns and conditions of the grant. 

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

If to the Investor Limited Partner: 

Wachovia Affordable Housing 
Community Development Corporation 
MAC Dl053-170 
301 South College Street 
Charlotte, NC 28288 
Attention: Director of Tax Credit Asset Management 

"Additional with a copy to: 
Notices" 

Jolm Simon, Esq. 
Sidley Austin LLP 
One South Dearborn 
Chicago, IL 60603 

And 

Joel Hjelmaas, Esq. 
Counsel 
Wells Fargo Bank, N.A. 
MAC x2401-06T 
1 Home Campus, 61

h floor 
Des Moines, !A 50328-0001 

Which is Borrower's note made in accordance with the Loan Agreement securing the following 
principal sum or such lesser amount as shall equal the aggregate amount disbursed to Borrower 

"Note" by Lender, with interest. 
Which has a principal sum of I Eight Million Two Hundred Thousand Dollars and No 

Cents ($8,200,000.00) 

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

Borrower, in consideration of the indebtedness described below and the trust created by this Deed of Trust, 
in·evocably grants and conveys the Property to Trustee, in trust with power of sale. 
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Together\\oth all the improvements now or subsequently erected on the property, and all easements, rights, 
appurtenances, rents (subject, however, to the rights and authorities given to Lender to collect and apply such rents), 
royalties, mineral, oil and gas rights and profits, water, "\Vater rights, and water stock, and all fixtures, including but 
not limited to all gas and electric fixtures, engines and machinery, radiators, heaters, furnaces, heating equipment, 
steam and hot water boilers, stoves, ranges, elevators and motors, bathtubs, sinks, water closets, basins, pipes, 
faucets and other plumbing and heating equip men~ cabinets, mantels, reJl-igerating plant and refrigerators, whether 
mechanica1 or otherwise, cooking apparatus and appurtenances, fumiture, shades, awnings, screens, venetian blinds 
and other fumishings, now or hereafter attached to the propet1y, all of which, including replacements and additions 
thereto, shall be deemed to be and remain a part of the propet1y covered by this Deed ofTmst; and all of the 
foregoing, together with said property (or the leasehold estate if this Deed ofTmst is on a leasehold) are referred to 
as the "Property11

; 

To secure to Lender: (a) the repayment of the Loan and to the extent applicable, the reimburementpayment of Grant 
Band Grant C; and (b) the performance of the covenants and agreements ofBorrower contained in this Deed of 
Tmst, the Note, or the Loan Agreement, and the covenants and agreements of 7"' & H GP LLC contained in Grant B 
and in Grant C. 

Borrower covenants that Borrower is lawfully seised of the estate conveyed by this Deed ofTmst and has the right 
to grant and convey the Property, and that Borrower will warrant and defend generally the title of the Property 
against all claims and demands, subject to any declarations, easements or restrictions listed in a schedule of 
exceptions to coverage in any title insurance policy insuring Lender's interest in the Property. 

Borrower and Lender covenant and agree as follows: 

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

2. Charges: Liens. Borrower shall pay all taxes, assessments and other charges, fines and impositions attributable 
to the Property and leasehold payments or ground rents, if any by Borrower making payment, when due, directly to 
the appropriate payee. Borrower shall promptly fumish to Lender all notices of amounts due under this paragraph, 
and in the event that Borrower makes payment directly, Borrower shall promptly fumish to Lender receipts 
evidencing such payments. Borrower shall pay when due any encumbrance, charge and lien, with interest in 
accordance \Vith its terms, on the Property or any portion which is inferior or superior to this Deed of Trust. 

3. Hazard Insurance. Borrower shall keep the improvements now existing or later erected on the Property insured 
against loss of fire or hazards under a policy approved by Lender consistent with the insurance requirements of the 
Loan Agreement. In addition, Borrower shall insure against loss of all fun1iture, equipment and other personal 
property owned by Bon-ower related to Borrower's operation of the Property. Lender shall have the right to hold the 
policies and policy renewals, and Borrower shall promptly fumish to Lender all renewal notices and all receipts of 
paid premiums. In the event of loss, Borrower shall give prompt notice to the insurance canier and Lender. Lender 
may make proof of loss if not made promptly by Borrower. 

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

Unless Lender and Borrower othenvise agree in writing, any such application of insurance proceeds to principal 
shall not extend or postpone the due date of any Loan payment or change the amount of such payment. If the 
Propet1y is acquired by Lender pursuant to tllis Deed ofTmst, all right, title and interest ofBorrower in and to any 
insurance policies and proceeds of such policies resulting liom damage to the Propet1y prior to the sale of 
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acquisition shall pass to Lender to the extent of the sums secured by this Deed ofTmst immediately prior to such 
sate or acquisition. 

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

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

6. Protection of Lender's Security. Borrower shall appear and defend any action or proceeding purporting to affect 
the security under this Deed ofTmst or the rights of the Lender. If Borrower fails to perform the covenants and 
agreements contained in this Deed of Trust, or if any action or proceeding is conunenced which materially affects 
Lender's interest in the Property, including, but not limited to, foreclosure, involuntary sale, eminent domain, 
insolvency, code enforcement, or arrangements or proceedings involving a bankrupt or decedant, then Lender may, 
upon notice to BorrO\ver, make such appearances, disburse such sums and take such actions as are necessary to 
protect Lender's interest, including, but not limited to, disbursement of judgments, costs or reasonable attmney's fees 
and entry upon the Property to make repairs. 

Any amounts disbursed by Lender pursuant to this Section 6, with interest, shall become additional indebtedness of 
Borrower secured by this Deed of Trust. Unless Borrower and Lender agree to other tenns of payment, such 
amounts shall be payable upon notice from Lender to Borrower requesting payment, and shall bear interest from the 
date of disbursement at the highest rate permissible under applicable law. In any event, this Section shall be 
construed as a right and an option of Lender and shall not be construed to require Lender to incur any expense or 
take any action. 

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

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

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

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

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

l 0. Forbearance by Lender Not a Waiver. Any forbearance by Lender in exercising any right or remedy under this 
Deed of Trust, or otherwise afforded by applicable Jaw, shall not be a waiver or preclude the exercise of any such 
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right or remedy. The procurement of insurance or the payment of taxes or other liens or charges by Lender shall not 
be a waiver of Lender's right to accelerate the maturity of the indebtedness secured by this Deed of Trust. 

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

12. Successors and Assigns Bound; Joint and Several Liability Captions. The covenants and agreements contained 
in this Deed of Trust shall bind, and the rights under this Deed of Trust shall inure to, the respective successors and 
assigns of Lender and Bon-mver, subject to the provisions of Section 15. All covenants and agreements of Borrower 
shall be joint and several. The captions and headings of the paragraphs of this Deed of Trust are for convenience 
only and are not to be used to interpret or to define its provisions. 

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

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

15. Acceleration on Transfer or Refinancing of the Property: Assumption. Except as otherwise provided in the 
Loan Agreement, if all or any patt of the Property or an interest in the Property is sold or transfen·ed or refinanced 
by Borrower \vithout Lender's prior written consent, Lender may, at Lender's option, declare all the sums secured by 
this Deed of Trust to be immediately due and payable. Lender shall have waived such option to accelerate if, prior 
to the refinancing, sale or transfer, Lender and the person to whom the Property is to be sold or transferred reach 
agreement in writing that the loan may be assumed. If Lender has waived the option to accelerate provided in this 
Section and if Borrower's successor in interest has executed a written assumption agreement accepted in writing by 
Lender, Lender shall release Borrower fi·om all obligations under this Deed ofTmst and the Note. Lender's prior 
approval is not required for (l) the sale or transfer ofthe Limited Pmtner's interest to one or more of the other 
partners that cunently comprise the Bonower's entity, (2) the admission of the Limited Pmtner or its affiliate to the 
Bonower and the transfer of its interest to an affiliate thereof so long as the general partner, or managing member, 
of the transferor, or an affiliate thereof, is the general patiner, or managing member of the transferee, or partner; 
however, Bon·ower is obligated to notify Lender witliln30 days from the date of such sale or transfer, (3) the 
removal of the general partner of the Borrower by the Limited Pmtner for a default under Bmrower's pmtnership 
agreement, provided that any replacement general partner is approved by Lender, wlilch approval shall not be 
unreasonably withheld, conditioned or delayed. 

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

16. Acceleration on Breach; Remedies. Except as provided in Section 15, upon BorrO\ver's breach of any covenant 
or agreement of Borrower in this Deed of Trust, the Note, (including the covenants to pay when due any sums 
secured by tlils Deed of Trust and restricting transfer of the Property) or Loan Agreement, or 7th & H GP LLC's 
breach of any covenant or agreement in the Grant B Agreement or the Grant C Agreement, Lender shall mail notice 
to Borrower specifying: (l) the breach; (2) the action required to cure such breach; (3) a date, no less than30 days 
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from the date the notice is mailed to Borrower and limited partner, by which breach must be cured; and (4) that 
failure to cure such breach on or before the date specified in the notice may result in acceleration of the sums 
secured by this Deed ofTmst and sale of the Property. If the breach is not cured on or before the date specified in 
the notice, Lender at Lender's option may declare all of the sums secured by this Deed of Tmst to be immediately 
due and payable without further demand and may invoke the power of sale and any other remedies permitted by 
applicable law. Any limited partner ofBon·ower shall be entitled to cure any defaults on behalf ofBorrower within 
the time periods set forth herein; provided, however , that if, in order to cure any such default, such limited partner 
must first remove and/or replace a general partner ofBonower, then, provided that such limited pat1ner notifies the 
Agency of such removal and removes such general partner within that thirty day period to correct or cure the 
default the limited partner shall then have 90 days to replace the general partner. Then, such limited partner or the 
replacement General Partner shall have until the date of 30 days to effect such cure. 

17. Lender shall be entitled to collect from the Borrower, or sale proceeds, if any, all reasonable costs and expenses 
incurred in pursuing the remedies provided in this Section, including, but not limited to reasonable atton1ey's fees. 

If Lender invokes the power of sale, Lender shall execute or cause Trustee to execute a written notice of the 
occurrence of an event of default and of Lender's election to cause the Property to be sold and shall cause such 
notice to be recorded in each county in which any portion of the Property is located. Lender or Tmstee shall mail 
copies of such notice in the manner prescribed by applicable law to Borrower and to the other persons prescribed by 
applicable law. Tmstee shall give public notice of sale to the persons and in the manner prescribed by applicable 
law. After the lapse of such time as may be required by applicable law, Tmstee, without demand on Borrower, shall 
sell the Property at public auction to the highest bidder at the time and place and under the terms designated in the 
notice of sale, in one or more parcels and in such order as Trustee may detennine. Trustee may postpone sale of all 
or any parcel of the Property by public atmouncement at the time and place of any previously scheduled sale. 
Lender or Lender's designee may purchase the Propet1y at ally sale. 

Tmstee shall deliver to the purchaser a Tmstee's deed conveying the Property so sold without any covenant or 
wanunty, expressed or implied. The recitals in the Tmstee's deed shall be prima facie e\~dence of the tmth of the 
statements it contains. Tmstee shall apply the proceeds of the sale in the following order: (a) to all reasonable costs 
and expenses of the sale, including, but not limited to, reasonable Tmstee's and attomey's rees and costs of title 
evidence; (b) to all sums secured by this Deed of Trust; and (c) the excess, if any, to the person or persons legally 
entitled thereto as detennined by Lender. In the event of a dispute regarding the excess funds, either Lender or 
Tmstee may file an action in interpleader to detennine who shall receive the funds and may then deposit the excess 
funds with the court. 

18. Assignment of Rents; Appointment of Receiver; Lender in Possession. As additional security, Borrower 
assigns to Lender the rents of the Property, provided that Borrower shall, prior to an acceleration for breach as 
provided above or abandonment of the Property, have the right to collect such rents as they become due. 

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

19. Prior Lienholder. The provisions of this Deed of Trust shall operate subject to the claims of prior lienholders to 
the extent of such claims. 
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20. Nonrecourse. Notwithstanding any provision of this Deed of Trust or any document evidencing or securing this 
Loan, Borrower, and Bon-ower's principals, partners, agents, officers, and successors in interest shall not be 
personally liable for the payment of the Loan or any obligation of the Loan and Lender's sole recourse is to the 
collateral secured by this Deed of Trust. 

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

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

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

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

25. Use of Property. Borrower shall not pennit or suffer the use of any of the Propet1y for any purpose other than 
the use for which the same was intended at the time this Deed ofTmst was executed. 
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IN WITNESS WHEREOF, Borrower has executed this Deed of Trust. 

BORROWER (Trustor): 
MERCY HOUSING CALIFORNIA 47, A CALIFORNIA LIMITED PARTNERSHIP 

By: RCHC GP LLC, a Califomia limited liability company, its managing general partner 
By: Rural Califomia Housing Corporation, a Califomia nonprofit public benefit corporation, its member/manager 

By: ______ ~ 

Its:-------

By: 7th & H GP LLC, a Califomia limited liability company, its co-general partner 
By: Mercy Housing Calwest, a Califomia nonprofit public benefit corporatiot\ its member/manager 

By: Its: ______ _ 

[NOTARIZED ACKNOWLEDGEMENTS] 
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NO FEE DOCUMENT: 
Entitled to free recording 
per Govenunent Code 27383. 
When recorded, retum to: 
REDEVELOPMENT AGENCY 
OF THE CITY OF SACRAMENTO 
Attn: Katherine Klein McFadden 
80 I 12th Street 
Sacramento, CA 95814 

REGULATORY AGREEMENT FOR RESIDENTIAL RENTAL PROPERTY 

CONTAINING COVENANTS AFFECTING REAL PROPERTY 

PROJECT NAME: 7"' & H Project 
PROJECT ADDRESS: 716 7'" Street, 631 H Street and 625 H Street 

Sacramento, CA 
APN: 002-0141-001-0000,002-0141-002-0000,002-0141-

003-0000; 002-0141-004-0000, 002-0141-007-0000 

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

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

2. DEFINITIONS, The capitalized terms in tltis Regulatory Agreement shall have the meanings assigned in the 
following table and in the body of the Regulatory Agreement as the context indicates. (Tenns being defmed are 
indicated by quotation marks.) 
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Titled: Construction, and Pennanent Loan 
Agreement (Loan B) 

Dated: Febrna1y_ , 2011 
Titled: Conditional Grant Agreement for Capital 

(Grant B) with 7"' & H GP LLC 
Dated: Febrnary , 2011 
Titled: Conditional Grant Agreement for 

Capitalized Operating Reserve with 7 m 
& H GP LLC (Grant C) 

Dated: February , 2011 

"Agency Funding'' The Agency Funding made by Agency under the Funding Agreements for development of the 
Property 

"Agency Funding The amount of the Agency Funding, as follows: $22,407,204 
Amount" 

The percentage of the Project cost, including without limitation, land, 47% 
"Proportionate predevelopment and development costs, that is attributable to the 
Agency Agency Funding. For rehabilitation projects, the percentage that the 
Assistance" Agency Funding bears to the total of the fair market value of tbe 

Property before rehabilitation and the total costs of rehabilitation. 

"Funding 
The legal restrictions on the use of the funds that Agency has used to make the Agency Funding, 
as applicable to and restricting the Property. The Funding Requirements are set out in Exhibit 2 

Requirements" 
-Funding Requirements. 
The only permitted use of the Property, which is as a mixed use supportive housing 150 

"Approved Use'' SRO property with connnercial space and residential units available for rent by the 
general public and containing not less than the following number of units: 

RESTRICTED PARCELS; APPROVAL OF LEASES. In order to assure that the proper number and types of units have 
been rented in accordance with tills Regulatory Agreement, Owner is prohibited from leasing any Unit within the 
Project until either the parties have recorded against the Prope1iy a list of the Restricted Units or the Agency has 
approved the individual lease or lease fonn for the Restricted Units. The following numbers of Units are restricted 
for each respective funding source. The initial rents for the respective units shall be the following; provided, 
however, that upon the request of Owner, Owner and Agency may agree to a schedule for the Restricted Units that 
complies with the following affordability requirements as of the date when the Project is available for occupancy. In 
any event the rents for the respective units may be adjusted not more often than annually. The rents shall include 
allowance for utilities and costs reasonably related to the rental of the units, as may be required in detennining the 
rents for the applicable funding sources. Only units indicated under Agency Funding Source are assisted by the 
Agency. Nevertheless, Owner shall assure the affordability of all of the following units at the named affordability 
levels. 

Initial Gross 
Agency Funding Other Funding Affordability Number of 

Restricted Units: 
Rent per 

Source: Source: Level: Units: Unit per 
Month: 

DO\vntown Tax Bedroom size $ 
Increment Housing Extremely Low 15 Studio $326 
Set-Aside Fund, Income 
City Housing Trust Very LO\V Income 107 Studio $640 
Fund, State Housing 
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Trust Fund and City 
HOME Fund Very Low Income 28 One Bedroom $685 

3. MANAGEMENT AGREEMENT. Owner shall obtain and maintain a property management agreement with a duly 
accredited real estate property management company for the management of the Property. Owner shall not change 
the management company without the prior written approval of the Agency, which approval shall not be 
unreasonably withheld, delayed or conditioned. If Agency has approved an initial property manager for the Project, 
the company shall be listed inunediately below. The term of such agreement shall be for one (1) year beginning 
from completion of construction of the Project and renewable in accordance with the terms and conditions provided 
therein. 

4. SPECIAL PROVISIONS. Owner shall also comply with the following special provisions. 
Provision Term 

I. Resident Services. Owner shall provide Agency with a detailed social services 55 years. 
plan including, but not limited to, the following information: 1) identification of all 
entities responsible for providing social services to Project tenants and each entity's 
role in the provision of those services; 2) certification that the services will be 
provided for a minimum of 40 hours per week; 3) a description of the programs to 
be offered, and; 4) a profonna social services budget. 
2. Expiration of affordability period. Owner agrees the rent of "in-place" tenants at 
the conclusion of the required affordability period will continue to be govemed by 
the applicable affordability restrictions, so long as those tenants continue to live in 
the development. 
3. Smoke-free environment. At least 50% of the building but no less than 50% of 
the units must be smoke free. All indoor common areas must be smoke-free. 
4. Regulatmy Agreement Violations. Owner shall pay the program compliance 
fees and expenses to Agency set forth in Compliance Violations and Actions 
(Exhibit 3- Compliance Violations and Actions) in reimbursement of the 
amounts and time expended by Agency to insure Owner's compliance with State 
statutes and federal regulations and Owner's obligations under the Regulatory 
Agreement as a result of the Owner not meeting its obligations and repmiing 
requirements. No compliance fee will be assessed for one incident of each type of 
compliance violation per atmual inspection provided the violation is corrected 
within the specified corrective time period. The second and subsequent violations 
will be assessed compliance fees as detailed in the Compliance Violations and 
Actions tables. 
6. "Excess" utility charges. Owner shall not pass utility charges paid by Owner, 
including \Vater, sewer, and garbage collection charges, through to tenants as an 
add-on to their contracted rent. 
7. Renters' insurance. 0\vner shall not make payment of rental insurance premiums 
a condition of occupancy. If Owner requires renters' insurance, the policy premium 
must be deducted from the tenant's rent. The Owner shall not add the insurance 
premium to the tenant's rent in either the initial or subsequent years. 
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5. REPRESENTATIONS. Agency has provided Agency Funding to Owner to acquire and develop the Property, 
subject to the tenus of the Funding Agreement. This Regulatory Agreement is a substantial part of the consideration 
to Agency for making the Agency Funding. The funds used by Agency under the Funding Agreement are funds 
from public funding sources administered by Agency and their use is subject to ceriain requirements some of which 
are embodied in this Regulatory Agreement. Further, Agency has made the Agency Funding in accordance with the 
laws, mles and regulations to which Agency is subject. Therefore, Agency has made the Agency Funding 
conditioned upon Owner's agreement, for itself and its successors and assigns, to comply with all provisions of this 
Regulatory Agreement, including without limitation, the Funding Agreement. Owner has had full opporiUnity to 
make itself independently familiar with such limitations and restrictions, and 0\vner accepts them and agrees to 
comply fully with them. 

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

a. Owner shall use and permit others to use the Property only for the Approved Use. 

b. Owner shall assure full compliance with the Funding Requirements. 

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

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

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

f. Owner shall not cause and shall not permit discrimination on any basis listed in subdivision (a) or (d) of 
Section 12955 of the Government Code, as those bases are defined in Sections 12926, 12926.1, subdivision (m) and 
paragraph (l) of subdivision (p) of Section 12955, and Section 12955.2 of the Govemment Code in the sale, lease, 
or rental or in the use or occupancy of the Property. Owner covenants by and for itself, its heirs, executors, 
administrators, and assigns, and all persons claiming under or through them that there shall be no discrimination 
against or segregation with reference to the selection, location, number, use or occupancy of tenants, lessees, 
subtenants, sublessees, or vendees in the Property. This covenant against discrimination shall continue in 
perpetuity. 

g. Owner shall assure compliance with the obligations imposed by the federal Personal Responsibility and Work 
Opportunity Act (Public Law 104-193, commonly known as the Welfare Reform Act) as amended by California 
Welfare and Institutions Code Section 17851, which restrict the Agency funding of federal, state or local benefits to 
persons who are not citizens or qualified aliens as defined in such act. 

7. NATURE OF COVENANTS. The provisions contained in this Regulatory Agreement are covenants which subject 
and burden the Property, as covenants running with the land. It is intended and agreed that the agreements and 
covenants provided in the Agreement shall be covenants mnning with the land and equitable servitudes on the land 
and that they shall, in any event, and without regard to technical classifications or designation, be binding, to the 
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fullest extent pem1itted by law and equity, for the benefit and in favor of, and enforceable by, the Agency, the 
Agency's successors and assigns, any other govemmental entity acting \vithin its authority and any successor in 
interest to Agency's interest under this Regulatory Agreement against the Owner, its successors and assigns and 
every successor in interest to all or any part of the Property. 

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

9. REVIVAL OF COVENANTS AFTER FORECLOSURE. The affordability restrictions shall be revived after 
foreclosure, or deed in lieu of foreclosure according to the original terms if, during the original term of this 
Regulatory Agreement, the Owner, who was owner of record before the tem1ination event, or a party related to the 
Owner obtains an ownership interest in the Property or Restricted Unit, as the case may be. For purposes of these 
provisions, a related party is anyone with whom the Owner has or had family or business ties; provided that such 
interest would not be considered a "remote interest" in the usual and customary use of the term. 

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

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

12. AUDIT AND INSPECTION. The Property and all related equipment, buildings, plans, offices, books, contracts, 
records, documents and other related pape1~ shall at all times be maintained in reasonable condition for audit and 
shall be subject to examination by the Agency or its agents. The books and accounts of the operations of the 
Property and of the Property shall be kept in accordance with generally accepted accounting principles. Owner shall 
provide Agency access to the Property and its tenants during reasonable hours for the purpose of reviewing Owner's 
compliance with tllis Regulatory Agreement. 

13. INDEMNITY FOR OWNER'S FAILURE TO MEET LEGAL REQUIREMENTS. Owner shall indemnify and hold 
Agency, its officers, directors, and employees hannless from any and all liability atising fi·om Owner's failure to 
comply with the covenants, conditions and restrictions contained in this Regulatory Agreement or to comply with all 
other laws, rules, regulations and restrictions related to the use of Agency Funding, including, but not limited to, 
liability arising out of or based upon or in any way relating to: 

a. the Financing Agreement, this Regulatory Agreement, and all documents related thereto, or the execution or 
amendment hereof or thereof or in COimection \Vith transactions contemplated hereby or thereby; 

b. any act or omission of the Owner or any of its agents, contractors, servants, employees or licensees in 
connection with the Project, the operation of the Project, or the condition, envirorunental or otherwise, occupancy, 
use, possession, conduct or management of work done in or about, the Project or any pati thereof; 
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any violation of any enviromnentalla\v, rule or regulation with respect to, or the release of any toxic substance from, 
the Project or any part thereof. 

Without limitation, such indemnity shall include repayment to the appropriate parties of rents or sales proceeds in 
excess of amounts authorized to be charged and repayment to the Agency of the costs of funds. and the value of lost 
opportunities resulting from the required repayment by Agency to the funding source of funds improperly used. The 
foregoing indemnity shall not apply to any liability arising out of the negligent act or willful misconduct of Agency 
and shall not supersede any indenmification provisions contained in other agreements between the parties, 
Disposition and Development Agreement entered into between the parties on June I 0, 2010. 

14. NONRECOURSE. Notwithstanding any provision of this Regulatory Agreement, Owner, and Owner's principals, 
partners, members, agents, officers, and successors in interest shall not be personally liable for any obligation under 
this Regulatory Agreement. 

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

16. DEFAULT. Upon a breach of any of the provisions of this Regulatory Agreement by Owner, the Agency shall 
give Mitten notice of such breach to Owner by registered or certified mail. If such violation is not corrected to the 
reasonable satisfaction of Agency within thirty (30) days after the date such notice is given to Owner or within such 
further time as the Agency may reasonably determine is necessary to correct the breach, and without further notice 
to Owner, the Agency may declare a default under the Agreement, effective on the date of such declaration of 
default, and upon such default the Agency may: (a) take any action then available under the Funding Agreement for 
a default under the Funding Agreement and (b) apply to any comt for specific performance of tlils Regulatory 
Agreement, for an injunction against any violation of the Agreement, for the appointment of a receiver to take over 
and operate the Property in accordance with the tenns of this Regulatory Agreement, for money damages or for such 
other relief as may be appropriate, since the injury to the Agency arising from a default under any of the terms in 
this Regulatory Agreement would be irreparable, and the amount of damage would be difficult to ascertain. Any 
limited partner of 0\\"ler shall be entitled to cure any defaults on behalf of Owner within the time periods set forth 
herein; provided, ho\vever , that if, in order to cure any such default, such limited partner must first remove and/or 
replace a general pmtner of 0\\"1er, then, provided that such limited partner notifies the Agency of such removal and 
removes such general partner within that thirty day period to correct or cure the default the limited partner shall 
then have 90 days to replace the general partner. Then, such linilted partner or the replacement General Pmtner shall 
have 30 days to effect such cure. 

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

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

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

20. SEVERABILITY. The invalidity of any clause, pat1 or provision of this Regulatory Agreement shall not affect the 
validity of the remaining portions. 

21. ELECTION OF RE~IEDIES. To the extent applicable, in the event of any breach of the covenants, conditions and 
restrictions contained in this Regulatory Agreement, the Agency shall reasonably endeavor to remedy such breach 
by conference and conciliation. If, in the opinion of Agency, the Agency and Owner are unable mutually to agree 
upon a suitable remedy or the circumstances so warrant, such breach may be enjoined or abated by appropriate 
proceedings brought by the Agency. 

Agency may institute or prosecute in its own name, any suit Agency may consider advisable in order to compel 
perfommnce of any obligation of any owner to develop and maintain the subject property in conformity with this 
Regulatory Agreement and to remedy any default of this Regulatory Agreement. Agency may also seek a decree 
requiring removal of any improvements constructed on the Property which improvements are designed for uses not 
pennitted under this Regulatory Agreement and which improvements are unsuitable only for uses not permitted 
under this Regulatory Agreement. 

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

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

23. NOTICES. Written notices and other written communications by and between the pat1ies shall be addressed to the 
Owner at the Owner Address and to the Agency at the Agency Address or such other address as each respective 
party has designated by written notice to the other party. Agency shall give copies of notices required to be delivered 
to Owner to the following pat1ies at the following addresses; provided, however that O""'er acknowledges that such 
notice is an accommodation and the failure of the Agency to properly deliver any such notice shall not give rise to 
any claims or defenses of Owner or any third party: 

Owner: 
7th & H GP LLC, a Califomia linrited liability company 
3129 Freeboard Drive, Suite 202 
West Sacramento, CA 95691 

With a copy to: 

Wachovia Affordable Housing 
Community Development Corporation 
MAC D\053-170 
301 South College Street 
Charlotte, NC 28288 
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And 

Attention: Director of Tax Credit Asset Management 

John Simon, Esq. 
Sidley Austin LLP 
One South Dearbom 
Chicago, JL 60603 

Joel Hjelmaas, Esq. 
Counsel 
Wells Fargo Bank, N.A. 
MAC x240 l-06T 
1 Home Campus, 61

h floor 
Des Moines, JA 50328-0001 

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

OWNER :MERCY HOUSING CALIFORNIA 47, A 
CALIFORNIA LIMITED PARTNERSHIP 

By: RCHC GP LLC, a California limited liability 
company, its managing general partner 
By: Rural California Housing Corporation, a 
California nonprofit public benefit corporation, its 
member/manager 

By: Its: ______ _ 

By: By: 7th & H GP LLC, a Califomia limited 
liability company, co-general partner 
By: Mercy Housing Cal west, a California nonprofit 
public benefit corporation, member/manager 

By: Its: ______ _ 

Approved as to form:~~--~-~----
Grantee Counsel 

[NOTARIZED ACKNOWLEDGEMENTS] 

AGENCY: REDEVELOPMENT AGENCY OF THE CITY 
OF SACRAMENTO 

By: 
~~~~~~~~~--------
LaShelle Dozier, Executive Director 

Approved as to fonn:-c--~,---~---
Agency Counsel 
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Amount 

Year 1 
Year2 
Year3 
Year 4 
YearS 
Year 6 
Year7 
Yeat· 8 
Year 9 
Year 10 
Yeat·ll 
Year 12 
Year 13 
Year 14 
Year 15 

71
h & H STREET PROJECT ANNUAL EXPENDITURE LIMITS 

Agency 
Annual Expenditure Limit 
Operating Deficit Reserve 

$ 

Exhibit C 
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Year 1 
Year2 
Year3 
Year4 
YearS 
Year6 
Year7 
YearS 
Year9 
Year 10 
Year 11 
Year 12 
Year 13 
Year 14 
Year 15 

7th & H Street PROJECT MAXIMUM MANAGEMENT FEES 

Annual Expenditure Limits 

Asset Management Fee 
Annual Expenditure Limits 

Partnership Management Fee 

Exhibit C 
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Operating Deficit Funding Agreement 
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OPERATING DEFICIT FUNDING AGREEMENT 

THIS OPERATING DEFICIT FUNDING AGREEMENT ("Agreement") is made effective as of the~
day of , 2011, by and among 7" & H GP LLC, a California limited liability company ("LLC"), Mercy 
Housing Califomia 47, a Califomia Limited Partnership ("Partnership") and the Redevelopment Agency of the City 
of Sacramento ("Agency"). 

RECITALS 

A. The Partnership was formed for the purpose of owning and developing real property in Sacramento, 
California and operating I SO residential units thereon for low income households, including one manager's unit (the 
"Project"). LLC is a general partner of the Partnership. 

B. Pursuant to the Conditional Grant Agreement for Capitalized Operating Reserve (Grant C) between the 
Agency and LLC ("Grant Agreement"), the Agency will grant to the LLC $3,750,000 in funds that are earmarked to 
fund operating deficits of the Patinership (the "Operating Deficit Funds"). 

C. The Agency has consented to the LLC's contributing the Operating Deficit Funds to the Partnership to 
be held by the Partnership and to be used to fund certain operating deficits of the Partnership on the condition that 
the LLC, and the Partnership enter into this Agreement to specify the conditions under which the Partnership can 
access and use the Operating Deficit Funds. 

NOW, THEREFORE, for good and valuable consideration, the receipt and sufllciency of which are hereby 
acknowledged, the parties hereto, intending to be legally bound hereby, agree as follows: 

2. Definitions. Capitalized terms not otherwise defined herein shall have the meaning given to them 
in the Grant Agreement, and if not defined therein, then in the Limited Partnership Agreement of the Patinership of 
even date herewith (the "Partnership Agreement.") 

2. Use of Operating Deficit Funds. 

(A) In accordance with the provisions of Section 5 of the Grant Agreement and subject to the 
limitation in Section 4 below, beginning on January 1, 2013, for a tenn of 15 years, the Partnership is authorized to 
withdraw (the "Annual Withdrawal Amount") no more than once annually except as otherwise allowed under 
Section 6.2 of tl1e Grant Agreement, the lesser of (i) an amount equal to the Operating Deficit for such year or (ii) 
the amount shown on Exhibit A attached hereto and incorporated herein by this reference plus the unused amount 
fi'Oln any prior year(s) (collectively, the "Maximum Annual Amount"). 

(B) The Partnership agrees that use of the Operating Deficit Funds for Operating Deficits is 
subject to the approval of Agency. The Partnership shall submit to Agency each year with its mmual operating 
budget the amount of Operating Deficit Funds it projects to need for the forthcoming fiscal year. The requirements 
of annual budget submittal to the Agency and the Agency's review of the budget shall be in accordance with the 
provisions of the Grant Agreement, including but not limited to Sections 6 and 11 of the Grant Agreement. 
Expenditures made pursuant to the budget approved in writing by the Agency as required under the Grant 
Agreement shall satisfy this requirement. 

3. Deposit of Operating Deficit Funds. The Partnership shall deposit the Operating Deficit Funds in a 
segregated account in the Pmtnership's name, designated solely for the purpose of funding the Patinership's 
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Operating Deficits (the "Operating Reserve II"). The Operating Reserve I! shall be in an interest bearing account 
and all interest eamed on the Operating Deficit Funds shall be added to tl1e Operating Deficit Funds. The Operating 
Resen•e II shall be held in an account at a federally insured bank, including but not limited to Wells Fargo Bank, 
N.A.. The funds held in the Operating Reserve II shall be invested, as directed by the Partnership, only in the 
following investment instmments: 

a. direct obligations of the U.S. Govemment and U.S. federal agencies: Federal Home Loan Bank, 
Federal Home Loan Mortgage Corporation, Fannie Mae, Student Loan Marketing Association and Federal Farm 
Credit Bank; 

b. negotiable certificates of deposit; bankers acceptance, Yankee CDs; Eurodollars CDs or 
Eurodollar TDs with any U. S. Banks that have a combined capital and surplus of $5 billion or greater and have a 
rating of Al/Pl (Aa or better underlying credit quality) and are rated at least a B/C with Thompson Bankwatch. 

4. Limitation on Operating Deficit Funding Obligation, Tenn of Agreement. In accordance with Section 
13 of the Grant Agreement, This Agreement shall terminate on December 31, 2028; provided, however, if any funds 
remain in Operating Reserve II as of that date, this Agreement shall be extended automatically annually until such 
funds have been disbursed in accordance with this Agreement. The Partnership specifically agrees that when all 
amounts in Operating Reserve II have been disbursed pursuant to the tenus of this Agreement to pay for Operating 
Deficits, as such Operating Deficits are calculated as described in this Agreement, this Agreement shall terminate 
and no party shall have any further obligations hereunder. 

5. Obligation UnconditionaL The obligations of the Partnership under this Agreement shall be 
unconditional and absolute to the extent of its obligations under this Agreement. Without limiting the generality of 
the foregoing, the Partnership shall not be released, discharged or otherwise affected by: 

(A) any change in the structure or ownership of the Partnership, any change in the partnership 
agreement of the Partnership or the obligations thereunder, or any insolvency, bankruptcy or similar proceeding 
affecting the Partnership, the general partners or their assets; 

(B) the existence of any claim or set-off which the Partnership has against the Agency or the 
LLC, whether in connection with this Agreement or any umelated transactions, provided that nothing in this 
agreement shall prevent the assertion of any claim by separate suit; 

(C) any dispute between LLC or an Affiliate thereof, the Agency and/or the Partnership, atty 
partner of the Partnership, or any of them; 

(D) any transfer of the Project by foreclosure or deed in lieu offoreclosure. 

6. Expenses of Enforcement. The Partnership agrees to pay or reimburse tl1e Agency for all reasonable 
costs and expenses of the Agency (including reasonable attorneys' fees) in connection with the enforcement of this 
Agreement. 

7. Representations and Wananties of the Partnership and the LLC. Each of the Partnership and the LLC 
represents and warrants as to itself that: 

(A) it has full power and authority to execute, deliver and perform this Agreement and any 
instrument or agreement required under this Agreement, and to perform and observe the term and provisions of this 
Agreement; 
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(B) all action on its part necessary for the execution, delivery and performance of this Agreement 
and any instrument or document required under this Agreement has been duly taken; 

(C) its agents and officers executing this Agreement and any instmment or agreement required 
under this Agreement are fully authorized to execute the same; 

(D) this Agreement constitutes the valid and binding agreement enforceable against it in 
accordance with its tenns; 

(E) its obligations under this Agreement do not conflict with its obligations under any other 
agreement; 

(F) neither the entry into nor the performance of, nor compliance with, this Agreement, or other 
documents executed concurrently herewith has resulted or will result in any violation of, or be in conflict with, or 
invalidate, cancel or make inoperative, or interfere with, or result in the creation of any lien, encumbrance or any 
other charge upon its property pursuant to, or constitute a default under, any charter, by law, partnership agreement, 
trust agreement, mortgage, deed of bust, indenture, contract, credit agreement, fi:anchise, pennit, judgment, decree, 
order, easement, restriction or other charge, right or interest applicable to it. 

8. Representations and WalTanties of the Agency. The Agency represents and watTants that the Operating 
Deficit Funds are not and will not be funded from a grant of federal funds pursuant to Section 42(d)(S)(a) of the 
Code. 

9. Tem1. Notwithstanding anything to the contrary contained herein, this Agreement shall commence on 
the date set forth above and shall tenninate with respect to obligations which accme thereafter on the date on which 
all funds in Operating Reserve II have been disbursed pursuant to this Agreement. 

I 0. Financial Repons. The Partnership shall provide tl1e Agency with an annual audit pursuant to the 
requirements of Section 8 of tl1e Grant Agreement which shall also show the current balance of Operating Reserve II 
as of the end of the Pmtnership's fiscal year and all withdrawals therefrom during that year, and any other repmts 
and information required by Agency. 

11. Default. 
c. Breach. Failure by the Partnership to submit any documents required under this Agreement's 

expenditure of Operating Deficit Funds in excess of the limits set forth in this Agreement, 
expenditure of funds for purposes other than for Operating Deficits, or failure by the Partnership to 
perform any other obligations under tl1is Agreement shall be deemed a breach by the Partnership 
under this Agreement. 

d. Default. Upon occurrence of a breach, the Agency shall give notice of such breach to the 
Partnership and its limited pmtner and may, at its option require repayment of some or all of the 
Operating Delicit Funds conditional portion of the Operating Deficit Funds (as determined 
pursuant to the Grant Agreement) if such breach is not cured within thirty (30) days after notice 
tl1ereof, or such longer period as needed if the Partnership has conm1enced the cure within thirty 
(30) days and is diligently pursuing the cure to completion. If such breach is not cured within 
such period, the Partnership shall be in default, and the Agency shall be entitled to all available 
remedies at law or in equity. A cure tendered by the Pattnership's limited pmtner will be accepted 
on the same terms and conditions as if tendered by the Partnership. 
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12. Applicable Law. This Agreement, and the application or interpretation in this Agreement, shall be 
govemed by the laws of the State of Califomia as applied to contracts between residents of Califomia wholly to be 
performed within the State. The parties consent to the jurisdiction and venue of any federal or State court in 
Sacramento, Califon1ia and also consent to service of process by any means authorized by Califon1ia or federal law. 

13. ModificatiotL This Agreement may not be amended or modified in any respect whatsoever except by 
an instrument in writing signed by the parties. 

!4. Severability. If any provision of this Agreement is determined to be unenforceable for any reason, it 
shall be adjusted rather than voided, if possible, to achieve the intent of the parties. In the event, all of the other 
provisions shall be deemed valid and enforceable to the greatest possible extent. 

15. Headings. The headings used herein are for convenience of reference only and are not part of this 
Agreement and do not in any way limit or amplify the terms and provisions hereof. 

16. Notices. Any notice or other communication required or pennitted to be given under this Agreement 
shall be in writing and shall be personally delivered including but not limited to overnight delivery or deposited in 
the certified U.S. Mail, return receipt requested, first class and postage prepaid, addressed to each party at the 
following addresses or such other address as may be designated by a notice pursuant to this Section: 

And 

Agency: 

LLC: 

Parhtership: 

With a copy to 
Limited Partner: 

?'h&HGP LLC 
3120 Freeboard Drive 
West Sacramento, CA 95691 

Mercy Housing Califomia 47 
3120 Freeboard Drive 
West Sacramento, CA 95691 

Wachovia Affordable Housing 
Community Development Corporation 
MAC Dl 053-170 
30 l South College Sn·eet 
Charlotte, NC 28288 
Attention: Director of Tax Credit Michael Loose: Asset Management 

Jolm Simon, Esq. 
Sidley Austin LLP 
One South Dearborn 
Chicago, IL 60603 

Joel Hjelmaas, Esq. 
Counsel 
Wells Fargo Bank, N.A. 
MAC x240 l-06T 
1 Home Campus, 61

h floor 
Des Moines, !A 50328-0001 

Redevelopment Agency of the City of Sacramento 
801 12ili Street 
Sacramento, CA 95814 
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Any notice provided in accordance with this Section shall be deemed to have been given on the delivery date or the 
date that delivety is refused by the addressee, as shown on the retum receipt. 

17. Successors and Assigns. This Agreement shall be binding upon, and inure to the benefit of, the 
parties hereto and their respective successors and permitted assigns. 

18. Third Partv Beneficiary. The Partnet~hip and LLC hereby agree and acknowledge that the 
Limited Partner and the Agency are an intended third-party beneficiaries of this Agreement and shall have the right 
to enforce and rely on this Agreement. 

19. No ModificatiotL This Agreement may not be amended, modified or tenninated except (a) by a 
writing signed by the parties hereto and (b) with the written consent ofWachovia Affordable Housing Community 
Development Corporation or any other limited partner of the Partnership. 

20. Conflict. In the event of a conflict between the tenus of this Agreement and the terms of the Grant 
Agreement, the Grant Agreement shall prevail. 
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IN WJTNESS WHEREOF, the parties have executed this Agreement as of the date first written above. 

PARTNERSHIP: 
MERCY HOUSING CALIFORNIA 47, a Califumia 
Limited Partnership 

By: RCHC GP LLC, a California limited liability 
company, its managing general partner 

By: Rural California Housing Corporation, a 
California nonprofit public benefit corporation, 
member/manager 

By: ·----------------

Its:. _________ __ 

By: 7th & H GP LLC, a California limited liability 
company, its co-general partner 

By: Mercy Housing Cal west, a California nonprofit 
public benefit corporation, its managing member 

By: ______ _ 

Its: _______ _ 

LLC: 
7th & H GP LLC, a Califomia limited liability 
company 

By: Mercy Housing Cal west, a California nonprofit 
public benefit corporation, its managing member 

By: ------------

Its: ______ __ 

REDEVELOPMENT AGENCY OF THE CITY OF SACRAMENTO 

By: 
~~~~~~~~~--------LaShelle Dozier, Executive Dh·ector 

Approved as to form:--c---;o----:-----
Agency Counsel 

150 



ExhibitF 
Funding Requirements 

Exhibit C 

151 



Exhibit C 

Tl FuNDING REQUIREMENTS FOR RENTAL HOUSING 
LOW AND MODERATE INCOME HOUSING FUNll 

These "Tl Funding Requirements" are attached to a Regulatory Agreement, and are incorporated in that Regulatory 
Agreement. In tum, the Regulatory Agreement is incorporated in the fmancing document that is described in the 
Regulatory Agreement. [The capitalized tenns used shall have the meanings below. Tenns being defined are 
indicated by quotation marks. Capitalized terms in these TI Funding Requirements that are not defined below are 
defined in the Regulatmy Agreement and in such financing document.] 

I. RECITALS. Agency is a redevelopment agency organized and operating under the Califomia Redevelopment 
Law ( conm1encing at Health & Safety Code Section 33000). The Agency Funding is funded by the Agency 
with proceeds of the Low and Moderate Income Housing Fund (as defmed in Health & Safety Code Section 
33334.3) and made in accordance with the Aggregation of Agency Funding that occurred pursuant to 
Resolution 2009-57 adopted by the Redevelopment of the City of Sacramento or Resolution 0896 adopted by 
the County of Sacramento Redevelopment Area in accordance with Health and Safety Code Sections 
33334.2(g) and 33413, the provisions of the redevelopment plans for the Agency's Project Areas 
("Redevelopment Plans"), and the California Redevelopment Law. The Agency has approved the Agency 
Funding on condition that the propet1y securing the Agency Funding ("Propet1y") is rehabilitated or developed 
as residential rental propet1y ("Project") with certain units regulated in accordance with Health & Safety Code 
Section 33487 ("Tl Restricted Units") by recordation ofthese Tl Funding Restrictions as covenants running 
with the land, in accordance with Health & Safety Code Section 33334.3(!). TI Restricted Units are made 
affordable by such regulation to persons and households that qualify as moderate-income, low-income or very 
low-income as indicated in Article I of the Regulatory Agreement. The development of the Project will benefit 
the Project Areas because the Project will provide housing for persons who work within the Project Areas. 

2. AFFORD ABILITY REQUIREMENTS. Owner shall assure that the TI Restricted Units shall be rented or sold at or 
below the following rates to households \Vhose incomes are at or below the respective income limits for the 
rental rate: 

a. Moderate-Income TI Restricted Units shall be rented for amounts that do not exceed payments of thirty 
percent (30%) of one hundred and ten percent (110%) of the Sacramento Metropolitan Statistical Area 
median income ("Median Income"), as determined annually by the federal Depm1ment of Housing and 
Urban Development, as adjusted for family size appropriate to the size and number of bedrooms in the 
respective TI Restricted Unit. 

b. Low-Income Tl Restricted Units shall be rented for amounts that do not exceed payments of thirty percent 
(30%) of sixty percent (60%) of the Median Income as adjusted for family size appropriate to the size and 
number of bedrooms in the respective TI Restricted Unit. 

c. Very Low-Income Tl Restricted Units shall be rented for amounts that do not exceed payments of thirty 
percent (30%) of fifty percent (50%) of the Median Income as adjusted for family size appropriate to the 
size and number of bedrooms in the respective TI Restricted Unit. 

d. Owner shall be responsible to detennine the affordable amounts for the Tl Restricted Units. Within ten 
(I 0) days of Owner request, Agency shall provide all information necessary for Owner to compute such 
affordable rents and will assist Owner in detennining such amounts. 

3. TERM. These covenants shall burden and regulate the TI Restricted Units for a tenn of fifty-five (55) years, 
unless a longer tenn is specified in the body of the document to which tlils attached. 
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TAX INCRE~IENT FUNDING REQUIRE~ lENTS FOR CO~IMERCIAL REDEVELOPMENT 

These "TI Funding Requirements" are incorporated in the "Regulatmy Agreement" to which they are attached. In 
tum, the Regulatory Agreement is incorporated in the Funding Agreement referenced in the Regulatmy Agreement. 
Pursuant to the Funding Agreement, the Regulatory Agreement (with these TI Funding Requirements) is recorded 
against the proper1ies assisted with the "Agency Funding" provided under the Funding Agreement. [The capitalized 
tenus used in these TI Funding Requirements shall have the meanings stated below. Tenns being defined are 
indicated by quotation marks. Capitalized tenus that are not defmed in these TI Funding Requirements are defined 
in the Regulatory Agreement.] 

I. RECITALS. Agency is a redevelopment agency organized and operating under the Califomia Community 
Redevelopment Law (commencing at Health & Safety Code Section 33000). 

a. Agency has provided the "Agency Funding" fi·mn redevelopment tax increment (as defined in the Califomia 
Constitution Ar1icle XIII, Section I 6, and further defined in Health & Safety Code Section 33670) for the "Project 
Area" named in the Regulatory Agreement and Funding Agreement. The Agency Funding is subject to the 
provisions of the redevelopment plan for the Project Area and the Califomia Community Redevelopment Law. 

b. The Project is being developed on the Property which is in the Redevelopment Plan for the Project Area 
named in the Agency Funding Agreement. Agency has approved the Agency Funding on condition that the 
"Proper1y" named in the Agency Funding Agreement is rehabilitated or developed as the Project, defined in the 
Agency Funding Agreement and operated and maintained in accordance with the Redevelopment Plan, which 
regulation is accomplished by recordation of this Regulatory Agreement with these TI Funding Requirements as 
covenants running with the land. 

2. TERM. These covenants shall burden and regulate the Property for the term of the Redevelopment Plan, but in any 
event, not less than thiiiy (30) years from the date of recordation, excepting the covenant against discrimination, 
which shall run in perpetuity. 

3. UsE. The Property shall be used solely for the Approved Uses and shall not be used for the Disapproved Uses. 

4. ANTI-DISCRI~IINATION. The Owner covenants by and for himself or herself, 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, religion, creed, sex, marital 
status, national origin, anceshy, familial status, or disability in the sale, lease, sublease, transfer, use, occupancy, 
tenure, or enjoyment of the Property or any portion of it, nor shall the Owner or any person claiming under or 
through him or her, establish or pennit any such practice or practices of discrimination or segregation with reference 
to the location, number, use or occupancy of tenants, lessees, subtenants, sublessees, or vendees in the Propetty. 
This covenant against discrimination shall run in perpetuity. 

5. PLAN COMPLIANCE. Owner shall comply, in all respects, with the Redevelopment Plan. 
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RIDER TO (A) CONSTRUCTION AND PERMANENT LOAN AGREEMENT MADE BETWEEN 

THE REDEVELOPMENT AGENCY OF THE CITY OF SACRAMENTO (THE "AGENCY") AND 

MERCY HOUSING CALIFORNIA 47, A CALIFORNIA LIMITED PARTNERSHIP (THE 

"BORROWER"), (B) CONDITIONAL GRANT AGREEMENT FOR CAPITAL BETWEEN 

AGENCY AND BORROWER, AND (C) CONDITIONAL GRANT AGREEMENT FOR 

CAPITALIZED OPERATING RESERVE BETWEEN AGENCY AND BORROWER, EACH 

CONCERNING PROPERTY LOCATED IN SACRAMENTO, CA (THE "PROJECT") 

Notwithstanding anything to the contrary set forth in any one or more of the documents 
referenced above or any document evidencing, securing, or otherwise pertaining to loans 
or grants from the Agency to the Borrower regarding the Project, (the "Agency 
Documents") the Agency makes the covenants and representations set fmih in this Rider. 

.. The Agency will give will give Wachovia (the "Limited Partner") a copy of any written 
notice it gives to the BmTOwer under any Agency Document, at the following address: 

Wachovia Affordable Housing 
Community Development Corporation 
MAC 01053-170 
301 South College Street 
Charlotte, NC 28288 
Attention: Director of Tax Credit Asset Management 

Any such default notice that is not so delivered to Limited Pminer shall not be effective 
or binding with regard to Limited Partner or otherwise affect Lender, but failure to 
deliver such default notice to Limited Partner shall not effect its validity with respect to 
Borrower. The Agency will give the Limited Partner thitiy (30) days after the Limited 
Patiner's receipt of such notice to cure any default under the Agency Documents. 

If a default is incapable of being cured within thirty (30) days, the Agency will give the 
Limited Patiner, provided it has commenced to cure such default within thirty (30) days 
and diligently proceeds to cure such default, such additional time as is reasonably 
necessary to cure such default, but not in excess of an additional 150 days beyond the 
initial thirty (30) day period. 

If the Limited Partner makes cures a default, the Agency will accept such action as curing 
the respective default under the Agency Documents. 

Limited Patiner is intended to be a direct beneficiary of the covenants set forth in this 
Rider and shall be entitled to bring an action to enforce the same independent of any 
rights of the Borrower. 
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