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Description/Analysis 

Issue:  On June 23, 2009, the City accepted $17 million in funding from the 
California Department of Housing and Community Development (“HCD”) under 
Proposition 1C infrastructure and housing program for the Railyards project . The 
grant was to fund the design and construction of the extension of 5th Street, from H 
Street northward to the future Stevens Street alignment, bridging over the planned 
alignment for relocation of the Union Pacific Railroad mainline tracks (the “5th

Street Extension Project”).  The grant was awarded in consideration for the 
commitment by S. Thomas Enterprises of Sacramento, LLC (“Thomas”) to 
construct 457 housing units (the “TOD Housing”), of which 86 would be affordable 
to low and very low income households. 

The grant is set out in two agreements between the City and HCD: the standard 
agreement dated August 10, 2009, (City Agreement 2009-0904-A, the “TOD 
Grant”) and the disbursement agreement dated September 10, 2009 (City 
Agreement 2009-0904, the ”TOD Contract”) (the TOD Grant and TOD Contract 
may be referred to collectively as the “TOD Agreements”). Thomas, as the owner 
of the Railyards property, was recognized as a subrecipient under the TOD Grant 
and a covenant to restrict development of Railyards lots 42 and 46 for the TOD 
Housing was recorded. On June 23, 2009, the City Council also approved 
assignment of the TOD Agreements to Thomas under an assignment and 
assumption agreement (City Agreement 2009-0905), whereby Thomas assumed 
the City’s obligations to undertake the 5th Street Extension Project and develop the 
TOD Housing under the TOD Grant.  

On June 15, 2010, Thomas’ lender, IA Sacramento Rail, L.L.C. (“Inland Rail”) 
recorded two notices of default on a combined $185 million in loans, which were 
due and payable in full on April 1, 2010.  On October 22, 2010, Inland Rail 
proceeded to foreclose by making a credit bid of its second deed of trust in the 
total amount of $50,350,000. On October 25, 2010, the trustee recorded a trustee 
deed upon sale to transfer title to the Railyards property to an Inland Rail affiliate, 
IA Sacramento Development, L.L.C. (“IA Development”).  Thomas also assigned to 
IA Development its interests in the TOD Agreements for the Railyards project.   IA 
Development subsequently changed its name to IA Sacramento Holdings L.L.C. 
(“Inland Holdings”).   

Prior to the foreclosure sale, on October 19, 2010, Inland Rail, HCD, and the City 
Manager executed a letter agreement which provided for a commitment to amend 
the TOD Contract to allow for a pro-rata repayment obligation based on the 
number of TOD Housing units actually built, Inland Rail to be recognized as the 
new grant subrecipient, and the City to assign the TOD Agreements to Inland. The 
City’s obligation under the letter agreement was contingent on City Council 
approval. Staff is recommending ratification of the letter agreement as part of the 
proposed actions.  The proposed actions also include City approval of the TOD 
Contract amendment with HCD and Inland Holdings, as well as approval of 
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another letter agreement between the City, IA Holdings, and HCD that provides for 
extensions of time to complete certain obligations under the TOD Grant. 

By entering into the proposed assignment and assumption agreement 
(“Assignment Agreement”) with IA Holdings, the City will assign, and IA Holdings 
will assume, the City’s rights and obligations under the TOD Agreements and 
related agreements described in the Assignment Agreement, including the 
obligation to complete the 5th Street Extension Project and the TOD Housing.  
Under the proposed amendment to the TOD Contract, HCD recognizes that the 
City is delegating its obligations under the TOD Agreements to Inland Holdings, 
however, the City, as the grant recipient, remains ultimately responsible to HCD for 
performance of all obligations under the TOD Agreements.  IA Holdings is 
obligated under the Assignment Agreement to indemnify the City for any liability, 
including a demand by HCD for repayment of the grant funds, arising from IA 
Holdings’ failure to complete the 5th Street Extension Project and the TOD Housing 
as required by the TOD Agreements, subject to a limitation described in detail in 
the Assignment Agreement.

Policy Considerations: The recommendations are consistent with Council 
direction on February 19, 2008 (Resolution No. 2008-098) and March 17, 2009 
(Resolution No. 2009-146) that the Railyards project is the City’s top priority for 
funding through the Proposition 1C TOD Housing Program.  It is also consistent 
with Council direction on June 23, 2009 to authorize acceptance of the grant 
(Resolution No. 2009-429).

The recommendation is also consistent with the City’s Smart Growth Principles, 
the Railyards Specific Plan, the 2002 Infill Strategy and the transit-supportive 
housing policies in the 2030 General Plan.   

Environmental Considerations:  

California Environmental Quality Act (CEQA): The environmental impacts 
of the 5th Street Extension Project and the TOD Housing, which are the 
subject matters of the agreements referenced in this report, were included in 
the environmental impact report prepared for the Railyards Specific Plan, 
which was certified on December 11, 2007. There have been no project 
changes or new information of substantial importance which would require 
reevaluation of the EIR for compliance with CEQA to support the proposed 
actions.  

Sustainability Considerations: The improvements to be funded with the 
TOD Grant have been reviewed for consistency with the goals, policies and 
targets of the City’s Sustainability Master Plan and the 2030 General Plan.  
The improvements comply with many of the goals, in particular number 6 -
Urban Design, Land Use, Green Building and Transportation specifically by 
reducing dependence on the private automobile by providing transit-
supportive land uses, and reducing long commutes by providing a wide array 
of transportation and housing choices near jobs for a balanced, healthy City.  
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Commission/Committee Action: NA

Rationale for Recommendation: The Railyards project is a major infill and transit-
oriented development, with 15% of the housing to be built for low and very low 
income households per the requirements under the TOD Grant and the City’s 
Inclusionary Housing ordinance. This mixed use development project is expected to 
promote increased transit ridership in Sacramento. The TOD Grant will fund a 
portion of the infrastructure needed to serve the TOD Housing. 

Financial Considerations:  Of the $17 million grant, approximately $4.5 million 
has been expended for the 5th Street Extension Project.  Assignment of the TOD 
Agreements to Inland Holdings as the new property owner and Railyards 
developer will allow for completion of the 5th Street Extension Project.  The City, as 
the grant recipient remains ultimately responsible for performance of the grant 
obligations, however, IA Holdings has agreed to indemnify the City for any liability, 
including a demand by HCD for repayment of the grant funds, arising from IA 
Holdings’ failure to complete the 5th Street Extension Project and the TOD Housing 
as required by the TOD Agreements, subject to a limitation described in detail in 
the Assignment Agreement.  No General Fund expenditures are involved in this 
recommendation.  

Emerging Small Business Development (ESBD): No goods or services are being 
purchased under this report. However, the 5th Street Bridge Project ESBE goal is 
20%, and the 5th Street bridge contractor, MCM Construction, has pledged 21.6% 
participation.
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Background

TOD Grant - On June 23, 2009, the City accepted a $17 million grant from the California 
Department of Housing and Community Development (“HCD”) under the Proposition 1C 
Transit Oriented Development (TOD) housing program for the Railyards project. This 
grant was awarded by HCD on June 24, 2008, but funding was not made available until 
the following year. The grant provided funding for the design and construction of the 
extension of 5th Street, from H Street northward to the future alignment of Stevens 
Street, bridging over the planned alignment for relocation of the Union Pacific Railroad 
mainline tracks (the “5th Street Extension Project”).  The grant was awarded in 
consideration for the commitment by S. Thomas Enterprises of Sacramento, LLC 
(“Thomas”) to construct a 98 unit multi-family residential project, which would include 86 
units affordable to low and very low income households, and development of 359 
market rate units (the “TOD Housing”) near the Sacramento Valley Station, which is the 
site for the City’s planned Intermodal project. 

The grant is set out in two agreements between the City and HCD: the standard 
agreement dated August 10, 2009, (City Agreement 2009-0904-A, the “TOD Grant”) 
and the disbursement agreement dated September 10, 2009 (City Agreement No. 2009-
0904, the “TOD Contract”) (the TOD Grant and TOD Contract may be referred to 
collectively as the “TOD Agreements”).  Thomas, as the owner of the Railyards 
property, was recognized as a subrecipient under the TOD Grant and Thomas also 
executed the TOD Contract. 

Assignment of TOD Grant to Thomas - On June 23, 2009, the City Council also
approved an assignment and assumption agreement with Thomas for the TOD Grant
(City Agreement 2009-0905) to allow for the grant funding to be used for construction of 
the 5th Street Extension Project and for Thomas to assume the grant obligations for 
development of the TOD Housing. On August 10, 2009, the City executed a designate 
payee form to allow HCD to make grant payments directly to Thomas.  On August 31, 
2009, a covenant to restrict development of Railyards lots 42 and 46 for the TOD 
Housing was also recorded. The assignment and assumption agreement allowed 
Thomas to be reimbursed by HCD for its prior remediation, grading and design costs in 
the amount of $653,274 and to proceed with project construction. 

On September 29, 2009, the Capital Improvement Project for the 5th Street Extension 
Project was established. Thereafter, Thomas awarded contracts to MCM Construction 
and Vali Cooper & Associates for construction and construction management services, 
respectively, for the 5th Street Bridge Project, which was the first phase of the 5th Street 
Extension Project.  HCD released approximately $1.5 million to Thomas for the design 
and grading for the extension of 5th Street and for the costs incurred for the 5th Street 
bridge construction. 

Railyards Loan Default and Foreclosure - On June 15, 2010, Thomas’ lender, IA
Sacramento Rail, L.L.C. (“Inland Rail”) recorded two notices of default on a combined 
$185 million in loans, which were due and payable in full on April 1, 2010.  
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On October 22, 2010, Inland Rail proceeded to foreclose by making a credit bid of its 
second deed of trust in the total amount of $50,350,000. On October 25, 2010, the 
trustee recorded a trustee deed upon sale to transfer title to the Railyards property to an 
Inland Rail affiliate, IA Sacramento Development, L.L.C. (“IA Development”). Thomas 
had worked with Inland Rail prior to the foreclosure sale to allow the recording of a 
subordination of Inland Rail’s deeds of trust to the HCD covenant to avoid 
extinguishment. Thomas also assigned to IA Development its interests in the TOD 
Agreements for the Railyards project.  IA Development subsequently changed its name 
to IA Sacramento Holdings L.L.C. (“Inland Holdings”).   

TOD Grant Letter Agreement - Prior to the foreclosure sale, on October 19, 2010, Inland 
Rail, HCD, and the City Manager executed a letter agreement which provided for a 
commitment to amend the TOD Contract to allow for a pro-rata repayment obligation 
based on the number of TOD Housing units actually built, Inland Rail to be recognized 
as the new grant subrecipient, and the City to assign the TOD Agreements to Inland. 
The City’s obligation under the letter agreement was contingent on City Council 
approval. Staff is recommending ratification of the letter agreement as part of the 
proposed actions.  The proposed actions also include City approval of the TOD Contract 
amendment with HCD and Inland Holdings, as well as approval of another letter 
agreement between the City, IA Holdings, and HCD that provides for extensions of time 
to complete certain obligations under the TOD Grant. 

IA Holdings Assignment and Assumption Agreement - By entering into the proposed 
assignment and assumption agreement (“Assignment Agreement”) with IA Holdings, the 
City will assign, and IA Holdings will assume, the City’s rights and obligations under the 
TOD Agreements and related agreements described in the Assignment Agreement, 
including the obligation to complete the 5th Street Extension Project and the TOD 
Housing.  Under the proposed amendment to the TOD Contract, HCD recognizes that 
the City is delegating its obligations under the TOD Agreements to Inland Holdings, 
however, the City, as the grant recipient, remains ultimately responsible to HCD for 
performance of all obligations under the TOD Agreements.  IA Holdings is obligated 
under the Assignment Agreement to indemnify the City for any liability, including a 
demand by HCD for repayment of the grant funds, arising from IA Holdings’ failure to 
complete the 5th Street Extension Project and the TOD Housing as required by the TOD 
Agreements, subject to a limitation described in detail in the Assignment Agreement.

7 of 179



Railyards Prop 1C

1st Amendment

__ The Unexecuted Contract/Agreement is signed by the other party, is attached as 
an exhibit to the resolution, and is approved as to form by the City Attorney.

__ The Unexecuted Contract/Agreement (Public Project) is NOT signed by the other 
party, is attached as an exhibit to the resolution, and is approved as to form by the 
City Attorney.

X The Unexecuted Contract is included as an exhibit to the Resolution, however, the 
Agreement(s) is with other another governmental agency and it is not feasible to 
obtain the other agency's signature prior to Council action (be they denominated 
Agreements, MOUs, MOAs, etc.); however, the City Attorney approves the 
forwarding of the report to Council even though the signed agreement is not in 
hand yet.

__ The Unexecuted Contract is NOT included as an exhibit to the resolution because, 
due to special circumstances, and the City Attorney confirms in writing that it is 
okay to proceed with Council action even though the signed agreement is not in 
hand yet.

All unexecuted contracts/agreements which are signed by the other parties are to be in the
Office of the City Clerk before agenda publication. 8 of 179
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Extension Letter

__ The Unexecuted Contract/Agreement is signed by the other party, is attached as 
an exhibit to the resolution, and is approved as to form by the City Attorney.

__ The Unexecuted Contract/Agreement (Public Project) is NOT signed by the other 
party, is attached as an exhibit to the resolution, and is approved as to form by the 
City Attorney.

X The Unexecuted Contract is included as an exhibit to the Resolution, however, the 
Agreement(s) is with other another governmental agency and it is not feasible to 
obtain the other agency's signature prior to Council action (be they denominated 
Agreements, MOUs, MOAs, etc.); however, the City Attorney approves the 
forwarding of the report to Council even though the signed agreement is not in 
hand yet.

__ The Unexecuted Contract is NOT included as an exhibit to the resolution because, 
due to special circumstances, and the City Attorney confirms in writing that it is 
okay to proceed with Council action even though the signed agreement is not in 
hand yet.

All unexecuted contracts/agreements which are signed by the other parties are to be in the
Office of the City Clerk before agenda publication.
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RESOLUTION NO. 2011-

Adopted by the Sacramento City Council 

RAILYARDS PROPOSITION 1C GRANT AGREEMENT ASSIGNMENT: 5TH STREET 
EXTENSION PROJECT

BACKGROUND

A. On February 19, 2008, the City Council approved submittal of an application to the 
California Department of Housing and Community Development (“HCD”) for 
Transit Oriented Development (“TOD”) Housing Program funding on behalf of the 
Railyards development project because only public agencies are permitted to 
request TOD grants. 

B. On June 24, 2008, HCD awarded the City $17 million in TOD funding for the 
Railyards project.  This grant funding was designated to fund the extension of 5th

Street from H Street northward to the future Stevens Street alignment over the 
relocated Union Pacific Railroad (“UPRR”) tracks (the “5th Street Extension 
Project”), thereby improving access to the Sacramento Valley Station, in 
consideration for the development of 457 units of affordable and market rate 
housing (the “TOD Housing”) as specified in the contract between the City and 
HCD for expenditure of the grant.   

C. On June 23, 2009, the City Council authorized acceptance of the grant and 
approved execution of the standard agreement (City Agreement No. 2009-0904-A, 
the “TOD Grant”) and disbursement agreement (City Agreement No. 2009-0904, 
the “TOD Contract”) (the TOD Grant and TOD Contract may be referred to 
collectively as the “TOD Agreements”). The City Council also approved 
assignment of the TOD Grant to S. Thomas Enterprises of Sacramento, LLC 
(“Thomas”) under an assignment and assumption agreement (City Agreement 
2009-0905), whereby Thomas assumed the City’s obligations to undertake the 5th

Street Extension Project and develop the TOD Housing under the TOD Grant and 
TOD Contract.  

D. I.A. Sacramento Rail, L.L.C. (“Inland Rail”) completed a non-judicial foreclosure of 
the Railyards property on October 22, 2010, and on October 25, 2010, IA 
Sacramento Development, L.L.C. (“Inland Development”) became the owner of the 
Railyards property by trustee deed (Inland Development subsequently changed its 
name to IA Sacramento Holdings, L.L.C. (“Inland Holdings”)).  

E. On October 19, 2010, HCD, Inland Rail, and the City Manager signed a letter 
agreement which provided for a commitment to amend the TOD Contract to allow 
for a pro-rata repayment obligation based on the number of TOD Housing units 
actually built, Inland Rail to be recognized as the new grant subrecipient, and the 
City to assign the TOD Agreements to Inland.  On October 22, 2010, Thomas 
assigned to Inland Development its interest in the TOD Agreements.
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F. By entering into the proposed assignment and assumption agreement 
(“Assignment Agreement”) with IA Holdings, the City will assign, and IA Holdings 
will assume, the City’s rights and obligations under the TOD Agreements and 
related agreements described in the Assignment Agreement, including the 
obligation to complete the 5th Street Extension Project and the TOD Housing.  
Under the proposed amendment to the TOD Contract, HCD recognizes that the 
City is delegating its obligations under the TOD Agreements to Inland Holdings, 
however, the City, as the grant recipient, remains ultimately responsible to HCD for 
performance of all obligations under the TOD Agreements.  IA Holdings is 
obligated under the Assignment Agreement to indemnify the City for any liability, 
including a demand by HCD for repayment of the grant funds, arising from IA 
Holdings’ failure to complete the 5th Street Extension Project and the TOD Housing 
as required by the TOD Agreements, subject to a limitation described in detail in 
the Assignment Agreement.

G. The City, IA Holdings, and HCD have negotiated another letter agreement that 
provides for extensions of time to complete certain obligations under the TOD 
Grant. 

BASED ON THE FACTS SET FORTH IN THE BACKGROUND, THE CITY COUNCIL 
RESOLVES AS FOLLOWS:

Section 1. The letter agreement, dated October 19, 2010, between the City, the 
California Department of Housing and Community Development (“HCD”), 
and IA Sacramento Rail, L.L.C., related to the transit oriented 
development grant the City received from HCD for the 5th Street extension 
project (City agreement 2009-0904-A, the “TOD Grant”) is ratified.  The 
letter agreement is attached as Exhibit A.

Section 2. The City Manager or his designee is authorized to execute an amendment 
to the TOD Grant disbursement agreement (City agreement 2009-0904, 
the “TOD Contract”).  The amendment to the TOD Contract is attached as 
Exhibit B.

Section 3. The City Manager or his designee is authorized to execute a letter 
agreement with HCD and IA Sacramento Holdings, L.L.C. (“IA Holdings”) 
related to the TOD Grant.  The letter agreement is attached as Exhibit C.

Section 4. The City Manager or his designee to execute an agreement (“Assignment 
Agreement”) with IA Holdings in which the City assigns, and IA Holdings 
assumes, the City’s rights and obligations under the TOD Grant, TOD 
Contract, and related agreements described in the Assignment 
Agreement.  The Assignment Agreement is attached as Exhibit D.

Section 5. Exhibits A, B, C, and D are made part of this Resolution.
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October 19,2010 

Chris Westlake, Deputy Director 
Department of Housing and 
Community Development 
1800 Third Street, Suite 460 
Sacramento, CA 9581 t 

RE: TOD Grant (TOD) Program: Sacramento Railyards (the "PropertY') 

Dear Mr. Westlake; 

This letter agreement (this "Letter Agreement") relates to that certain award letter dated 
June 24, 2008 (the "Award Letter'), from the Department of Housing and Community 
Development (the "Department") to the City of Sacramento, a municipal corporation (the 
"Recipient'') and S. Thomas Enterprises of Sacramento, LLC ("Thomas''), the Standard 
Agreement (STD 213), between the Departtnent and the Recipient, dated August 10, 
2009 (the. "Standard Agreement''), the Transit-Oriented Development Housing Program 
Infrastructure Grant DisburSement Agreement, between the Department, the Recipient 
and Thomas. dated September 10, 2009 (the "Disb'irSement Agreement") and that certain 
Assignment and Assumption Agreement (5th and 6th Street Overpass Agreements), by 
and between the Recipient and Thomas, dated September 15, 2009 (the "Assignment 
Agreement" and collectively with the Award Letter, the Standard Agreement and the 
Disbursement Agreement referred to herein as the "TOD Agreements"), whereby the 
Department awarded the Recipient grant funds in the amollnt of Seventeen Million 
Dollars ($17,000,000;00) (the "Grant Funds") under the Transit-Oriented Development 
Housing Program (the "TOD Program"). Pursuant to the TOD Agreements, the 
Recipient Is required to use. the Grant Funds to complete certain infiastrllcture 
improvement to the Property and to construct certain Housing Developments (the "TOD 
Project"). Capitalized terms used hetein that are not otherwise defmed, shall have the 
same meaning as set forth in the TOD Agreements. 

In furtherance <lfthe TOD Agreemeilts, Thomas and the Department entered into that 
certain Declaration of Restrictive. Covenants for the Development and Operation of 
Honsing, recorded on August 31, 2009, in Book 20090831, page 0583 of the Official 
Records of Sacramento County, California (the "OffiCial Records"), as amended by that 
certain Amendment to Declaration of Restrictive Covenants for the Development and 
Operation of Housing, recorded on June 18, 2010, in Book 20100618, Page 1280 of the 
Official Records (collectively referred to herein as the "Housing Covenants''). 

Thomas js the present legal owner of the Property. In connection with certain loans (the 
"Loans") made by IA Sacramento Rail, LL.C., a Delaware limited liability company 
("Inland'') to Thomas in 2007 and 2008, Thomas executed and deliveted to Inland certain 

EAS'l\43703~3M 
36490IJ.OOOO23 
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Chris Westlake 
October 19, 2010 
Page 2 

promissory notes, secured by, among other things, the two deeds of trust in favor of 
Inland encumbering the Property and recorded in the Official Records (the "Deeds of 
Trust''). On June 15,2010, Inland recorded a Notice of Default and Election to Sell 
Under Deed of Trust with respect to both Deeds of Trust (collectively, the "Notices of 
Ddault''). The Deeds of Trust and the documents executed by Thomas in connection 
with the Loans are liens on the Property prior and superior to the lien or charge of the 
Housing Covenants. 

With regards to the foreclosure process (the "Foreclosure Process'') initiated by 
recordation of the Notices orDefault by Inland, one of the Department's concerns is that 
the HOUSing Covenants, as encumbrances junior to the Deeds of Trust, will be 
eXtinguished upon the conclusion of the Foreclosure Process. As a result of the initiation 
of the Foreclosure Process by Inland, the Department has temporarily ceased disbursing 
of Granl Funds to Thomas until it has cured its defanlt under the teons of the Loans. 
Transfer oflille to the Property from Thomas to Inland, through the Foreclosure Process 
or otherwise, is one means of curing the default. The Department is willing to continue 
with the disbursement ofGtarits Funds to ReCipient if Inland agrees not to extinguish the 
Housing Covenants If such foreclosure should occur. lnland desires the continued 
disbursement and allocation of the Grant Funds to the TOO Proj~t and therefore will 
agree not to extinguish the Housing Covenants as set forth herein. 

Accordingly, the Department, the Recipient and Inland hereby agree to the following: 

I. Notwithstanding that the Deeds of Trust l\I'C liens on the Property prior and 
SIlperior to the lien or charge· of the Housing Covenants, Inland agrees not to extinguish 
the Housing Covenants and agrees to take appropriate steps to ensure that the Housing 
Covenants are not terminated as a result of the Foreclosure Process. Upon request by the 
Department, Inland and the Department shall execute an instrument, in a fonn reasonably 
acceptable to the parties, in favor of the Department whereby Inland subordinates all or 
its right, title and interest under the Deeds of Trust to the Housing Covenants. 

2. In the eventthat Inland comes into possession oftitle to the Property 
following the completion of the Foreclosure Process, and Inland meets the TOD 
requirements of an eligible TOD developer and desires to continue with the construction 
and development ofthe TOO Project, then (a) Inland. Recipient and the Department will 
execute an amendment to the Disbursement Agreement to replace Thomas with Inland, 
(b) the Recipient and the Department will exeoute an amendment to the Standard 
Agreement as set forth below, (c) Inland and the Recipient will execute an assignment of 
the TOO Agreements, and (d) Recipient will execute a Designated Payee foon in favot of 
Inland. Special conditions aeceptable to Inland, Recipient and the Department that are 
necessary to memorialize the agreed to terms and conditions unique to the TOO Project, 
will be negotiated in good faith an!! added to the Department's form Disbursement 
Agreement in order for Inland, as direct payee of Recipient, to receive the Grant Funds 
for the TOD Project. Without limiting the foregoing, the parties agree that the 
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Chris Westlake 
October 19, 2010 
Page 3 

amendment to the Standard Agreement entered into by and between the Recipient and the 
Department shaH include the fonowlng provision, 

"Repayment of Grant Funds for Failure to Develgp Housing. Recipient will be 
required to repay disbursed Program grant funds where construction of residential 
units in the Housing Development used as the basis for calculating the grant 
amount pursuant to Section 305(a) ofthe Guidelines has not received building 
pel1llits within five (5) years tram the date of the Program grant award. The 
Department may provide one extension to these deadlines, for a term not to 
exceed five (5) years, If the Recipient demonstrates that construction has not 
begun for reasons outside their control, such as deteriorating market conditions. 
The amount to be repaid shall be the same proportion to the total grant amount as 
the number of residential units where construction has not timely commenced to 
the toialnumber of designated residential units. The per unit grant amount fOT 
such residential units shall be calculated based on the methodology and factors 
initially used In calculating the grant funds awarded. Recipient applied for the 
Program award that is the basis for this Agreement as a Large Multiphase Project 
under seetlon·_ ofTransit-Oriented Development Housing Program Final 
Guidelines dated December 3, 2007 ("Guidelines"). That section requires the 
development of a minimum of 200 residential units to beeUgible for the award of 
a Program grant. In the event that, at the end of the time periods for the issuance 
of building permits and occupancy of residential units set forth in this Agreement 
and the Guidelines, the total number ofre.!lidential units, as determined by the 
Department, that meet the requirements of this Agreement and the GUidelines 
does not meet or exceed 200, the Recipient will be no longer eligible for the 
award of the Program grant. In such event, the Recipients shall repay to the 
Department one hundred percent (100%) of the total outstanding, disbursed 
amount of the Program grant. This obligation shall exist notwithstanding any 
other obligation, including any repayment obligation, contained in this 
Agreement, the Disbursement Agreement or the. Guidelines." 

3. In the event that Inland comes into possession oftitle to the Property 
follOWing the completion of the Foreclosure Process or otherwise, Inland, upon wrilten 
approval by the Department (not to be unreasonably withheld), may modify the 
development plan for the Housing Development (to change the location of the particular 
parcels that the Housing Covenants encumber) as proposed by the Recipient in 
connection with the Recipient's application for the Grant Funds. However, the 
modification of the development plan for the Housing Development will require the 
satisfaction of all TOD Program requirements to include, but not limited to, the number 
of units, bedroom counts of these units and the density and affordability of the housing to 
be developed which was the basis for calCUlating the amount ofth. Grant Funds. Should 
the modification of the Housing Development result in the reduction of the number of 
units, the Department may only approve of such modification so long as all requirements 
under the TOO Program are satisfied and the proposed reduction in the number of units 
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does not result in the TOD Project receivinl;\ a score less than the established Cl!t-off score 
required for funding of projects under the TOD Program. The Department shall not 
unreasonably withhold itsapprovl\l of any such modifioations that Inland desires to mllke 
to the development plan for the Housing Development and upon approval thereof by the 
Department, the parties thereto shall amend the TOD Agreements and/or the Housing 
Covenants to effectuate such modificatio)lS to include, but not limited to, reducing the 
Grant Funds based on the reduction in the number of units as approved by the 
Department. 

4. Inland has expressed certain concerns to the Department with resp.ect to 
the Housing Covenants, including, without limitation, the overall effect of the Hbnsing 
Covenants on the marketability of the lots (collectively the "Lots") encumbered by the 
Housing Covenants. In conneetion with any sale, fmaiiCing Or development of any of the 
Lots, the Department agrees to cooperate reasonably with any potential developer or 
purcbaser of any of the Lots and their respective lenders with respect to any 
modifications they may require With respect to the HOUSing Covenants. Inland may eleot 
to aet as a master developer for the Property and in connection therewith, Inland may sell 
or otherwise transfer one or more Lots to different purchasers. 

The Department agrees that upon the issuance of a certificate of occupancy, or its 
equivalent, issued by the City of Sacramento for affordable non-market rate Housing 
Development on an individual Lut (such Lot rererred io herein as a "Completed Lot"), the 
Housing Covenants shall be modified with respect to such Completed Lut to provide that 
the failure to commence or complete the construction of}Iousmg Development as 
required on Lots other than the Completed Lot shall not cause or be deemed to be a 
default under the Housmg Covenants by the owner of the Completed Lut. In such event, 
the Department shall only be entitled to recover damages from the owner(s) oftOOse Lots 
other than the Completed Lot for such failure to commence or complete the con$'Uction 
ofthe Housing Development within the time periods set forth in the HOUSing Covenants. 
Notwithstanding \hI' foregoing, if all or any portion of the Grant Funds are required to be 
repaid pursuant to the TOD Agreements, as modified in accorQance with Section 2 of this 
Letter Agreement, the Recipient under the TOD Agreements shal! remain liable for the 
entire portion ofthe Grant Funds required to be repaid to the Depar\ment, although 
Inland will assume this obligation under the assignment agreement between Inland and 
Recipient. 

This Letter Agreement shall be binding on and inure to the benefit of the legal 
representatives, heirs. successors and assigns ofthe parties. This Letter Agreement shall 
be governed by and con$'Ued in accordance with the laws of the State of California. 

In the event that any party to this Letter Agreement brings an action to interpret or 
enforce its rights under this Letter Agreement, the prevaillng party itt such action shall be 
entitled to recOVer its costs and reasonable attorneys' fees as awarded by the court in such 
action. This Letter Agreement may be executed, acknowledged and delivered in any 
number of counterparts and each such counterpart shall cottstitote an original, but 
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together such counterparts shall constitute only one instrument. Counterpart signatures 
may be delivered electronIcally. 

The parties acknowledge and agree that if a voluntary or involuntary petition under the 
Bankruptcy Code is flied with respect to Thomas prior to the date that InllUld obtains title 
to the Proper1y pursuant to the Foreclosure Process or otherWise, then this Letter 
Agreement shall automatically terminate and have no further force or effect. 

Please execute below to acknowledge the Department's and Recipient's acceptance and 
agreement to the terms and conditions of this Letter Agreement. Once executed, please 
retom the fully executed Letter Agre.ement to IA Sacramento Rail, L.L.C., a Delaware 
.limited liability company, attention Scott Wilton, 2901 Butterfield Road, Oak Brook, 
Illinois 60523. 

Very ttoly yours, 

IA Sacramento Rail, L.L.C., 
a Delaware limited liability company 

By: Inland American. Real Estate Trust, Inc., 
a Ml\ryland corporation 

BY:~~ 
Its: ~n/Secretary 

THE UNDERSIGNED HAS THE AUTHORITY TO EXECUTE TIllS LETTER 
AGREEMENT ON BEHALF OF THE DEPARTMENT AND ACKNOWLEDGES 
AND AGREES TO THE TERMS AND CONDITIONS OF TIllS LETTER 
AGREEMENT. 

Chris Westlake, Deputy Director 
Department of Housing and Community Development 
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together sUch counterp~ shall constitute only one instrument Counterpart signatures , 
may be delivered electronicaUy. 

The parties l\cknowledgeand agree that if a voluntary or involuntary petition under the 
Bankruptcy Code is filed with respect to Thomas prior to the date that 1nIlInd obtains title 
to the Property pUranant to the Foreclosure Process or otherwise,. then tbisLetter 
Agreement shall automatically terminate and have no further force or effect 

Please execute below to acknowledge the Department's and Recipient's acceptance and 
agreement to the terms and conditions oftbis Letter Agreement once executed, please 
return the fully executed Letter Agreement to IA Sacramento Rail, L.L.C., a Delaware 
limited liability company, attention Scott Wilton, 2901 Butterfield Road, Oak Brook, 
illinois 60523. 

v cry 1tUly yours, 

IA Sacramento RaiI,L.L,C., 
a Delaware limited liability company 

By: Inland American Real Estate Trust, Inc" 
a Maryland corporation 

By: 
Its: 

THE UNDERSIGNED HAS THE AUTHORITY TO EXECUTE THIS LETTElt 
AGREEMENT ON BEHALF OF THE DBP ARTMENT AND ACKNOWLEDGES 
AND AGREES TO THE TERMS AND CONDmONS OF THIS LETTER 
AG NT . 

. s Westlake, Depu ector 
Department of Housing and Community Development 
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THE UNDERSIGNED HAS EXECUTBD THIS LBTTE~ AGREEMENT ON 
BEHALF OF THE CITY OF SACRAMENTO ANPA.CKNOWLE.DGES AND 
AGREES TO THE TERMS AND CONDITIONS OF THIS LETTER AGREBMENT; 
PROVIDED HOWEVE~, THAT THIS LETTER A<1REEMEN'r SHALL NOT BE 
BINDING AS TO THE CITY UNLESS AND UNTIL IT IS APPROVED BY THE 
CITY COUNCIL OF T C1TY OF SACRAMENTO. 
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THE UNDERSIGNED EXECUTED THIS LETTER ON BEHALF OF THE 
RECIPIENT CITY OF SACRAMENTO AND ACKNOWLEDGES AND AGREES TO 
THE TERMS AND CONDITIONS OF THIS LETTER. 
 
 
By:       
Name: John Dangberg 
Title: Assistant City Manager   
 
 
Approved as to Legal Form: 
 
 
By: ____________________________ 
 Senior Deputy City Attorney 
 
Attest: 
 
By: ____________________________ 

City Clerk 
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THE UNDERSIGNED EXECUTED THIS LETTER ON BEHALF OF THE 
RECIPIENT CITY OF SACRAMENTO AND ACKNOWLEDGES AND AGREES TO 
THE TERMS AND CONDITIONS OF THIS LETTER. 
 
 
By:       
Name: John Dangberg 
Title: Assistant City Manager   
 
 
Approved as to Legal Form: 
 
 
By: ____________________________ 
 Senior Deputy City Attorney 
 
Attest: 
 
By: ____________________________ 

City Clerk 
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  Exhibit B
__________________________________________

[Place on Issuer’s Letterhead]

Irrevocable Letter of Credit

Beneficiary: City of Sacramento Letter of Credit No.______________
Date:_________________________

c/o  City Treasurer's Office
      City of Sacramento
      915 1 Street
      Historic City Hall, Third Floor (0900)
      Sacramento, CA 95814

This irrevocable, unconditional letter of credit is issued to the City of Sacramento (the 
"Beneficiary"), a California municipal corporation, by [name of issuer] (the "Issuer") at 
the request of, and for the account of, [name of applicant] (the "Applicant"). It is 
provided to comply with the Applicant's obligation under section 6 of the following 
agreement between the Beneficiary and the Applicant (the "Agreement"):

Assignment and Assumption Agreement
5th Street Extension Project TOD Grant Agreement

City Agreement No. 2011-

The Issuer hereby establishes this irrevocable, unconditional letter of credit in the 
Beneficiary's favor in the amount of ____________________U.S. Dollars 
($_____________) available with the Issuer, at the address stated below, by payment of 
the Beneficiary's draft or drafts drawn at sight and accompanied by a signed-and-dated 
demand letter worded substantially as follows:

“I, [insert "the City Treasurer" or "an official representative"] of the City of Sacramento, 
California, hereby demand payment under [identify the letter of credit] in the amount of 
the sight draft that accompanies this letter.” 

This letter of credit is absolute and unconditional, and it may not be dishonored for any
reason before it expires. It is not subject to any offset or defense that may have existed 
in the past or may exist now or in the future between the Issuer and the Beneficiary, or
between the Applicant and the Beneficiary, or between the Applicant and the Issuer.

Each sight draft presented under this letter of credit must be accompanied by this 
original letter of credit for the Issuer's endorsement on this letter of credit of the
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amount of the draft.  After endorsement, the Issuer will return this letter of credit to the 
Beneficiary unless it is fully utilized.

This letter of credit expires at the Issuer's office on [insert date].

The total amount of this letter of credit may be reduced, in the exclusive 
discretion of the Beneficiary, upon specific written instructions signed by the 
Sacramento City Treasurer's Office and accompanied by this original letter of credit.

The person who signs below for Issuer represents that he or she has 
unconditional and full execution authority to sign letter of credit for the Issuer and that 
this letter of credit is a valid and binding obligation of the Issuer.

This letter of credit may be presented for payment in accordance with the 
Supplement to the 2007 Uniform Customs and Practice for Documentary Credits for 
Electronic Presentation (the “eUCP”).

This letter of credit is subject to the 2007 Uniform Customs and Practice for 
Documentary Credits – ICC Pub. No. 600 as supplemented by the eUCP (“UCP 600”) and 
to the laws of the State of California to the extent they are not inconsistent with UCP 
600.

[Issuer's name]
[Issuer's address]

By:___________________________
     [Name & title]
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