
RESOLUTION NO. _

Adopted by the Redevelopment Agency of the City of Sacramento

on date of

APPROVAL OF A DISPOSITION AND DEVELOPMENT AGREEMENT AND SELLER
CARRYBACK ACQUISITION LOAN OF $470,120 BETWEEN THE

REDEVELOPMENT AGENCY OF THE CITY OF SACRAMENTO AND 700 BLOCK,
LLC OR RELATED ENTITY AND APPROVAL OF A COMMITMENT LETTER AND
RELATED DOCUMENTS BETWEEN THE REDEVELOPMENT AGENCY OF THE

CITY OF SACRAMENTO AND THE DOWNTOWN SACRAMENTO REVITALIZATION
CORPORATION FOR THE 700 BLOCK OF K STREET

BACKGROUND

A. The Redevelopment Agency of the City of Sacramento (Agency) has adopted the
Merged Downtown Sacramento Redevelopment Plan (Redevelopment Plan) and
an Implementation Plan for the Merged Downtown Sacramento Redevelopment
Project Area (Project Area).

B. Portions of the 700 and 800 blocks of K Street are identified in the Amended
Merged Downtown Sacramento Redevelopment Plan and Implementation Plan
as having continuing blight conditions characterized by vacant parcels,
deteriorating buildings, uneconomic land uses and unsafe sidewalks.

C. In 2004, the JKL Corridor Workshop identified the 700/800 blocks of K and L
streets as a critical location for revitalization of K Street, with a focus on mixed
use development including ground floor retail; housing; cultural and commercial
uses envisioned on this property to eliminate blight, stimulate economic growth
and provide for a range of housing types.

D. In December 2009, the Agency, represented by the Economic Development
Department, issued and Request for Qualifications (RFQ) soliciting qualifications
and concept proposals for the development of a mixed-use project in the heart of
downtown on the K Street Mall including properties on the southern half of the
700 blocks of K Street and portions of the 800 blocks of K and L streets. Four
responses were received in February 2010.

E. On July 13, 2010, the Agency Board selected D&S Development, Inc. and CFY
Development, Inc. for the redevelopment of Agency-owned properties on the
south side of the 700 block of K Street and the 800 Block LLC (David Taylor
Interests, Inc., CIM Group, and Domus Development) for redevelopment of the
Agency-owned properties in the 800 blocks of K and L Streets. The Agency
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Board directed staff to return with negotiated Exclusive Rights to Negotiate
Agreements with each of the teams for Agency Board consideration.

F. On August 24, 2011, the Agency Board directed the Executive Director, or her
designee, to enter into an Exclusive Right-to-Negotiate with the 700 Block
Investors, LP to allow the Agency to evaluate the development proposal, prepare
environmental documents, and process entitlements.

G. The project will assist with the elimination of blight in the Merged Downtown
Redevelopment Project Area.

H. An economically feasible alternative method of financing or assisting the
residential units in this Project on substantially comparable terms and conditions,
but without sUbordination, is not reasonably available.

BASED ON THE FACTS SET FORTH IN THE BACKGROUND, THE
REDEVELOPMENT AGENCY OF THE CITY OF SACRAMENTO RESOLVES AS
FOLLOWS:

Section 1. After due consideration of the facts presented, the above statements are
found to true and correct.

Section 2. The Redevelopment Agency has reviewed the Environmental Impact
Report, which was certified by the City of Sacramento Planning
Commission on May 12, 2011, and has considered the environmental
effects of the proposed project in accordance with California
Environmental Quality Act (CEQA) Guidelines §15096(f). The actions do
not require further environmental review per CEQA Guidelines §§ 15162
or 15163. The Redevelopment Agency hereby adopts the Findings of
Fact and Statement of Overriding Considerations prepared in accordance
with CEQA Guidelines §§ 15091 and 15093, and attached as Exhibit A.

Section 3. The statements and findings of the 33433 Report, a copy of which is
attached as Exhibit C, are true and correct and are hereby adopted. The
Project will assist in the elimination of blight as stated in the 33433 Report.
The Project is consistent with the goals and objectives of the
Redevelopment Plan and the Implementation Plan. The DDA shall be
deemed an implementing document approved in furtherance of the
Redevelopment Plan, the Implementation Plan for the Project Area and all
applicable land use plan, studies and strategies.

Section 4. Having held a public hearing after the proper notice of this action was
given in accordance with the California Health and Safety Code Section
33431 and obtained approval of the 33433 report, the Executive Director
is authorized to dispose of the property to the developer through the
negotiated terms and conditions reflected in the Disposition and
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Development Agreement (DDA) described in the public hearing and
attached hereto as Exhibit D.

Section 5. The consideration for the Agency's conveyance of the Property to Developer
is the $470,120 sales price combined with the Developer obligations under
the DDA, and the fair reuse value of the Property at the use and with
covenants, conditions and restrictions required by the DDA and Grant Deed is
($22,344,111 ).

Section 6. The Project is consistent with the goals and objectives of the Merged
Downtown Redevelopment Plan and Implementation Plan, as stated in the
DDA attached as Exhibit D.

Section 7. The Project is approved and the Disposition and Development Agreement,
SeHer Carryback loan documents, and other related documents are approved.
The Executive Director or her designee is authorized to execute the
Development and Disposition Agreement, the loan documents and other
related between the Agency and the Developer for the conveyance of the
property in substantially the same form as that which is attached as Exhibit D
and E and to take all such actions, execute said instruments, and documents
that may be necessary to effectuate and implement this resolution and the
Development and Disposition Agreement, to provide expenditures of
$3,600,000 from the Merged Downtown tax exempt bond funds and tax
increment funds toward costs outlined in the Development and Disposition
Agreement for the construction of commercial uses and market rate housing
and $10,100,000 of low and moderate income housing funds for the
construction of affordable housing in the mixed-use project.

Section 8. The Agency budget is amended to transfer $3.6 million from the following
Downtown redevelopment funds into the 700 K Street Project fund: $196,357
from (Fund 100) 700/800 K Street Development, $640,000 from (Fund 100)
Downtown Acquisition, $918,7586 from (Fund 355) Development Assistance,
$525,000 from (Fund 100) Pioneer Bridge, $44,500 from (Fund 100)
Predevelopment Services, $50,000 from (Fund 100) Tower Bridge Landing,
$48,900 from (Fund 100) 10th Street Lighting, $150,000 from (Fund 100)
Downtown Infrastructure Assessment, and $1,026,485 from (Fund 400) 700
Block K Street.

Section 9. The Agency budget is amended to transfer $10.1 million in Downtown low
moderate redevelopment funds into the 700 K Street Project fund in the
following manner: -1) defund $3,000,000 of Downtown iow-moderate flow
(Fund 102) from Downtown Housing NOFA and transfer this amount to the
Township 9 project, 2) defund $3,000,000 of 2002 Downtown low-moderate
tax exempt bond funds (Fund 359) from the Township 9 project and transfer
this amount to the 700 K Street Project fund, 3) transfer an additional
$3,159,738 of 2002 Downtown low-moderate tax exempt bond fund (Fund
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359)-eomprised of $3,059,738 from Downtown Housing NOFA and
$100,000 from Housing Development Assistance-to the 700 K Street Project
fund, 4) transfer $3,940,262 of 2005 Downtown low-moderate tax exempt
bond funds (Fund 402) from Downtown Housing NOFA to the 700 K Street
Project fund.

Section 10. The Executive Director is authorized to execute the Commitment Letter to the
Downtown Sacramento Revitalization Corporation attached to and
incorporated in this resolution as Exhibit F to provide a $10.1 million grant
from Downtown low-moderate tax-exempt bond funds and a forgivable loan of
$3.6 million from Downtown tax-exempt redevelopment bond funds and
Downtown tax increment to the extent the terms are consistent with the
approved Commitment Letter.

Table of Contents
Exhibit A - Findings of Fact and Statement of Overriding Considerations
Exhibit B - Mitigation Monitoring Plan
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Exhibit E - Seller Carryback Acquisition Loan
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700 Block of K Street DDA, Finance Agreements, and Budget

Exhibit A

Findings Qf Fact
A&B. Environmental Impact Report and Mitigation Monitoring Program:

1. The Planning Commission finds that the Environmental Impact Report for 700
Block of K Street (herein EJR) which consists of the Draft EIR and the Final EIR
(Response to Comments) (collectively the "EIR") has been completed in
accordance with the requirements of the California Environmental Quality Act
(CEQA), the State CEQA Guidelines and the Sacramento Local Environmental
Procedures.

2. The Planning Commission certifies that the EIR was prepared, published,
circulated and reviewed in accordance with the requirements of CEQA, the State
CEQA Guidelines and the Sacramento Local Environmental Procedures, and
constitutes an adequate, accurate, objective and complete Final Environmental
Impact Report in full compliance with the requirements of CEQA, the State CEQA
Guidelines and the Sacramento Local Environmental Procedures.

3. The Planning Commission certifies that the EIR has been presented to it, that the
Planning Commission has reviewed the EIR and has considered the information
contained in the EIR prior to acting on the proposed Project, and that the EIR
reflects the Planning Commission's independent judgment and analysis.

4. Pursuant to CEQA Guidelines sections 15091 and 15093, and in support of its
approval of the Project, the Planning Commission adopts the attached Findings
of Fact and Statement of Overriding Considerations in support of approval of the
Project as set forth in Exhibit A of this Record of Decision.

5. Pursuant to CEQA section 21081.6 and CEQA Guidelines section 15091, and in
support of its approval of the Project, the Planning Commission adopts the
Mitigation Monitoring Program to require all reasonably feasible mitigation
measures be implemented by means of Project conditions, agreements, or other
measures, as set forth in the Mitigation Monitoring Program as set forth in Exhibit
B of this Record of Decision.

6. Upon approval of the Project, the City's Environmental Planning Services shall
file a notice of determination with the County Clerk of Sacramento County and, if
the Project requires a discretionary approval from any state agency, with the
State Office of Planning and Research, pursuant to the provisions of CEQA
section 21152.

7. Pursuant to Guidelines section 15091(e), the administrative record of these
proceedings is located, and may be obtained from, the City of Sacramento
Community Development Department, Environmental Planning Services, 300
Richards Boulevard, Sacramento, CA 95811-0218. The custodian of these
documents and other materials is the Community Development Department,
Environmental Planning Services.
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II
Chapter 4 II Mitigation Monitoring Plan

Exhibit B

II

Section 21081.6 of the Public Resources Code requires reporting on, monitoring of, mitigation measures adopted as
part of the envttorunental review process. This 1Iitigation Monitoring Plan (M1fP) is designed to aid the Cil:) in its
implementation and monitoring of mitigation adopted for the 700 Block ofK Street project.

The mitigation measures are taken from the 700 Block of K Street Draft EIR, as revised in the Final EIR.

The components of the M1IP are:

1. Impacts. Each impact is numbered as they appeared in the Draft EIR.

2. Mitigation Measures. Each mitigation measure is numbered as they appeared in the Draft ElR. Any
revisions to the text of a mitigation measure, as shown in Chapter 2 of this Final EIR, are included in this
M1IP.

3. Implementing Party. Identifies the entity that 'will be responsible for implementing the mitigation.

4. Timing. Each action must take place prior to the time at which a threshold could be exceedeu.
Implementation of the action must occur prior to, or during, some part of approval, project design, or
construction on an ongoing basis. The timing for each measure is identified.

5. Verification of Compliance. Provides an area for verification of compliance.
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33433 Report - 700 Block of K Street

Exhibit C

SUMMARY REPORT PURSUANT TO SECTION 33433 OF
THE CALIFORNIA COMMUNITY REDEVELOPMENT LAW

IN CONNECTION WITH A DISPOSITION AND DEVELOPMENT AGREEMENT

BY AND BETWEEN

THE REDEVELOPMENT AGENCY OF THE CITY OF SACRAMENTO
AND

700 BLOCK LLC

FOR PROPERTIES IN THE 700 BLOCK OF K STREET

July 21, 2011
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33433 Report - 700 Block of K Street

SUMMARY REPORT PURSUANT TO SECTION 33433 OF THE CALIFORNIA
COMMUNITY REDEVELOPMENT LAW IN CONNECTION WITH A DISPOSITION

AND DEVELOPMENT AGREEMENT BY AND BETWEEN THE REDEVELOPMENT
AGENCY OF THE CITY OF SACRAMENTO AND 700 BLOCK INVESTORS LP

1. INTRODUCTION
The California Health and Safety Code, Section 33433, requires that if a redevelopment
agency wishes to sell or lease property to which it holds title and if that property was
acquired in whole or in part with property tax increment funds, the agency must first
secure approval of the proposed sale or lease agreement and a summary report that
describes and contains specific financing elements of the proposed transaction shall be
available for pUblic inspection prior to the public hearing. As contained in the Code, the
following information shall be included in the summary report:

1. The cost of the agreement to the redevelopment agency, including land
acquisition costs, relocation costs, the costs of any improvements to be provided
by the Agency, plus the expected interest on any loans or bonds to finance the
agreement;

2. The estimated vaiue of the interest to be conveyed;

3. The estimated value of the interest to be conveyed in accordance with the uses,
covenants, and development costs required under the proposed agreement with
the Agency, i.e. the reuse value of the site;

4. An explanation of why the sale of the site will assist in the elimination of blight, as
required by Section 33433; and

5. If the sale price is less than the fair market value of the interest to be conveyed,
determined to be consistent with the redevelopment plan, then the agency will
provide as part of the summary an explanation of the reasons for the difference.

This report outlines the significant parts of the proposed Disposition and Development
Agreement ("Agreement") by and between the Redevelopment Agency of the City of
Sacramento ("Agency) and 700 Block LLC a partnership between D&S Development,
Inc. and CFY Development, Inc. ("Buyer"), whose principals, in connection with the
disposition of the Agency's property located between 700 and 730 K Street in the City of
Sacramento ("Site") to the Buyer, intend to renovate and ie-tenant storefronts located
on K Street between 700 and 730 K Street with retail, restaurant/lounge, and live music
venues and develop 15 residential units above the commercial ues; and intend to
remove the rear.!. 60 feet of the buildings to construct and operate a new building along
the alley to house 122 residential units over two levels of parking.
This report is based upon information in the proposed Agreement and is organized into
the following six sections:
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33433 Report - 700 Block of K Street

1. Summary of the Proposed Agreement - This section includes a description of
the site, the proposed development and the major responsibilities of the Agency
and the Buyer.

2. Estimated Value of the Interest to be Conveyed - This section summarizes
the value of the interests to be conveyed to the Buyer.

3. Summary of terms of Disposition and Estimated value of Interest - This
section contains the provisions of the disposition and development agreement
and outlines the estimated value of the land under the proposed Project.

4. Consideration Received and Reasons Therefore - This section describes the
consideration to be paid by the Buyer to the Agency. It also contains an analysis
of the consideration and the fair market value at the highest and best use
consistent with the redevelopment plan for the interests conveyed.

5. Elimination of Blight - This section includes an explanation of why the sale of
the site will assist in the elimination of blight and the supporting facts and
materials.

6. Conformance with the Five"Year Implementation Plan - This section
describes how the Agreement is in conformance with the Agency's Five-Year
Implementation Plan.
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33433 Report - 700 Block of K Street

1. SUMMARY OF THE PROPOSED AGREEMENT

a) Description of the Site and Project

Site/Location

The subject property includes 11 parcels on the south side of the 700 block of K
Street in the City of Sacramento and the County of Sacramento. It is located in
the Merged Downtown Redevelopment Project Area. It is currently occupied by
9 buildings and is comprised of 1.175± acres. The buildings are currently vacant
with the exception of one tenant at 724 KStreet.

The site is currently zoned C-3 SPD, Commercial Zone - Special Planning
District. The C-3 zone applies to the Central Business District. This commercial
zone allows for the most intense retail, commercial and office development in the
City while allowing for urban residential uses.

APN Address Lot Sq Ft Building Sq Ft
006-0096-018 1113 7tn Street 3,187 N/A
006-0096-019 1111 7tn Street 3,026 N/A
006-0096-002 700 KStreet 4,000 8,000
006-0096-003 704 KStreet 5,348 10,876
006-0096-004 708 KStreet 6,400 6,400
006-0096-005 712 KStreet 6,400 8,400
006-0096-006 716 KStreet 3,200 3,200
006-0096-007 718 KStreet 6,400 16,060
006-0096-008 724 KStreet, 1114 11,200 17,600

8th Street
006-0096-009 726 KStreet 3,200 5,255
006-0096-01 0 730 KStreet 1,600 3,200

In the 2030 General Plan, the site is designated Central Business District (CBD).
The CBD classification supports a mixture of retail, office, government,
entertainment and visitor service uses. It also supports increasing the residential
population to add to the vitality of the Central Business District, support extending
the hours of activities, and provide a built in market for retail, services and
entertainment.

The site is more or less level and generally slopes gently to the north.

b) Background and Estimated Value of the Site

The 700 and 800 blocks of K Street were identified in the Second Amendment to the
Merged Downtown Sacramento Redevelopment Plan as having continuing blighted
conditions characterized by vacant and deteriorating buildings, uneconomic land
uses, and small and irregularly sized lots not suitable for modern use. The
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33433 Report - 700 Block of K Street

properties on the 700/800 blocks of K Street are possibly one of the most
deteriorated properties on K Street.

In 2002, a series of City Council and Sacramento Housing and Redevelopment
Agency workshops about funding priorities resulted in the K Street corridor being
identified as one of the top priorities for the City with a focus on developing
"destination retail" that would invigorate street life and attract shoppers. Resources
were to be focused on projects that met multiple redevelopment goals such as blight
removal, retail revitalization and residential development to support downtown
activities.

In October 2004, City Council in conjunction with the Economic Development
Department conducted the JKL Workshop with the goal of developing a common
vision for these streets. In 2005, the City Council approved a JKL Workshop Action
Plan. The 700/800 blocks of K Street are identified as a focal catalyst node with the
direction to provide mixed-use projects that would include retail and residential uses.
As part of the Action Plan approval, the City Council approved the issuance of an
RFP and Zeiden Properties was selected to develop the 700 block of K Street and
the Evergreen Group/Mohanna for the 800 block. As a part of the ERN process, a
real estate strategy was established to assemble properties on these blocks which
included:

• A Land Exchange Agreement (signed April 2006) to provide for a "land
swap" concept with properties in the 800 block. The amount of the
land required for acquisition was determined based on a "Value for
Value" concept in which Mohanna would exchange his holdings on the
700 block for equitable properties on the 800 block, allowing both
development projects to proceed.

• Purchase of additional property to ensure reuse of small underutilized
sites and to assure that sufficient square footage was available to
embark on a catalytic retail development

In June 2006, Zieden Properties signed a Disposition and Development Agreement
to provide property and funding for the rehabilitation of properties on the south side
of the 700 Block of K Street.

By 2006-2007. the Agency was able to acquire three lots including 700 K Street, 704
K Street, 730 K Street. In addition, Zeiden Properties also purchased 708 K Street.
The Acquisition cost is outlined below.

Address Acquisition Date I Acquisition Price
700 K Street 6/30/2006 $2,500,000
704 K Street 2/16/2007 $3.100,000
730 K Street 6/30/2006 $ 890,000
Total $6,490,000
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33433 Report - 700 Block of K Street

In addition, tenants in the 700 block were relocated to prepare for the construction
process. Relocation Costs included:

Address Business Relocation Costs
700 K Street Men's Wearhouse $61,955
704 K Street Joe Sun $2,800,000
710 K Street Record Store $49,529
712 K Street Serloff & Company $21,180
714 K Street Sub Q $20,000
716 K Street Morelia's TaQueria $43,486
718 K Street James Rothery, Attorney $20,000
718 K Street Junta NiQht Club $95,167
718 K Street BiQ Brother Comics $20,000
718 K Street Bonehead Tattoo $126,445
720 K Street Frank's Watch Repair $20,000
722 K Street Go Games & Bling Bling $20,000
730 K Street K Mini Mart $101,275
11 04 8th Street BAM Potpourri $20,000
1110 8th Street June's Hair Salon: Image $80,379

Makers; Johnny in Hair:
MB Juarez; Sunda
Hanson

1114 8th Street Texas Mexican Rest. $61,955
TOTAL $3,547,504

In November 2006, a fire broke out at 810 KStreet, which resulted in subsequent
demolitions of 810,812,802 and 804 KStreet properties once the City's Dangerous
Buildings Department deemed these properties structurally unsafe. After that the
800 Block team was unwilling to undertake the property exchange. In February
2007, the Agency filed a suit against the 800 Block team for Non Performance under
the Land Exchange Agreement and Breach of Contract.

In December 2008, the Agency adopted a Resolution of Necessity to acquire nine
parcels in the 700 and 800 blocks of K Street, five of which were in the 700 block. A
final settlement was reached and the Agency received title to the properties at a
settlement cost of $19.1 million, the estimated settlement value for 712,716,
718,724 and 726 was $14,149,118. This settlement value included all legal costs.
These properties transferred in October 2008.

In 2008, in order to complete acquisition of the entire half-block the Agency
negotiated a $2,100,000 settlement price for 708 K and 1111 i h Street, both owned
by Mr. Zeiden.

Approximately, $470,000 of taxable bond funds were used to purchase properties
within the 700 block of K Street. The remainder of the funds used to purchase
properties were tax-exempt bond funds.
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33433 Report - 700 Block of K Street

2. SUMMARY OF TERMS OF DISPOSITION

A copy of the Disposition and Development agreement ("Agreement) disposing of an
interest in Agency real property is attached to this report.

Buyer

The buyer is 700 Block LLC, which is a partnership between D&S Development, Inc.
and CFY Development, Inc.

Project

The 700 Block LLC intend to restore the historic storefronts along K Street,
rehabilitate these commercial spaces and bring new retail to the block and develop
15 residential units above the commercial uses. Demolition of the back 60 feet of
some of the structures wiii aiiow for the construction of a new 6-story residentiai
building over two levels of parking. Approximately 122 units will be developed in this
new residential structure with 84 parking spaces. The parking spaces will only be
available to residential tenants.

a) Agency Responsibilities

Subject to the specific terms and conditions stated in the Agreement, the Agency's
responsibilities under the proposed Agreement are as follows:

1. Delivery of Site. Deliver the subject property in "as is" condition on an agreed
upon date with an agreement that the Agency will fund costs related to hazardous
materials abatement.

2. Approval of plans. Agency must approve the proposed improvement project
submitted by Buyer.

3. Regulatory Agreement: Record a Regulatory Agreement requiring the regulated
units in the residential development to remain affordable for a period of 55 years and
that the commercia! uses or similar uses to remain in operation for a period of 30
years.

4. Funding: The Agency will provide a loan of $2.7M of commercial taxable bond
commercial funds and a grant of at least $11.31\1 of tax exempt bond funds in
accordance with the provisions of the Disposition and Development Agreement and
the provisions of the Letter of Commitment to provide funding for the Project.
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33433 Report - 700 Block of K Street

5. Closing costs. Agency will pay the cost of drawing the grant deed, and will share
in the cost of escrow fees and recording fees, its respective notary fees and any
state, county, or city documentary transfer tax.

6. Certificate of Completion. At the completion of the Project and upon written
request of the Buyer, the Agency shall furnish the Buyer with a Certificate of
Completion for the Project.

b) Buyer Responsibilities

Subject to the specific terms and conditions stated in the Agreement, the Buyer's
responsibilities under the proposed Agreement are as follows:

1. Plan Review: Submit plans and tenant uses for the improvement project to the
Agency for approval.

2. Closing costs: Agency will pay the cost of drawing the grant deed, escrow fees
and recording fees, its respective notary fees and any state, county, or city
documentary transfer tax.

3. Entitlements: Obtain required land use and zoning approvals, and comply with
the requirements of the California Environmental Quality Act (CEQA).

4. Funding: Secure New Market Tax Credit (NMTC) proceeds for at least
$11,900,000; provide developer equity of at least $3,031,000, and a bank loan of
$18,250,000. Funding will not be released until developer has secured a building
permit for the project and has evidenced that all funding sources are secured. A
loan of $2.7M taxable and a grant of at least $11.3M from the Sacramento
Downtown Revitalization Corporation shall be utilized to acquire the NMTC
proceeds.

5. Land Loan: Secure a land loan with the agency of $470,120. The land loan will
not be released or property transferred until the building permits have been
pulled and all funding secured.

6. Project: Within two years of the land transfer and distribution of funding, the
Buyer must complete all required improvements including rehabilitation of the
commercial spaces, demolition of the rear 60 feet of the building and the
construction of a new 6-story residential building along the alley over two levels
of parking.

7 Costs and Fees: Pay all development and construction costs and fees in a timely
manner, including prevailing wages for construction of the Project.
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33433 Report - 700 Block of K Street

3. EXPLANATION OF DISPOSITION FOR LESS THAN FULL VALUE

The Agency has estimated the value of the interest being conveyed to the Buyer if sold
by the Agency at its highest and best use allowed under the Redevelopment Plan. The
Site is an irregular, long, narrow parcel that is not desirable for commercial uses. This
block of K Street has experienced one of the highest vacancy rates in the last decade.

Agency and Buyer have a sale through a Disposition and Development Agreement. In
the Agreement, Buyer has agreed to an improvement program as well as other
restrictions, which provide the Agency with considerable consideration that
compensates for this difference. Below is a list of additional considerations and
restrictions placed on the subject property. The fair reuse value is also a function of the
use of the property given the property's covenants, conditions, and easements as well
as restrictions placed on the property in the Agreement.

Improvement Project
The Regulatory Agreement and Disposition and Development Agreement require the
Developer to rehabilitate the commercial retail spaces along KStreet to create 63,000
sq ft of retail, demolish the rear 60 feet of the building, and construct a new 6-story
residential building over 2 levels of parking. The total cost of constructing this project is
$47,262,500.

Property and other Taxes
The Buyer will be responsible for payment of property and other taxes and fees once
the property transfers, which will benefit the various taxing entities.

Ten (30) Year Business Provision and Fifty-five (55)Year Restricted Units
A commercial Regulatory Agreement that runs for a period of 30 years will restrict the
ground floor retail space to retail, restaurant and live music venue uses. A similar
residential Regulatory Agreement will run provisions that run with the land will restrict
the affordable housing units for a period of 55 years. The regulatory agreement limits
the amount of rents that can be collected for 60% of the 137 units to rents that are
affordable. The restrictions are for 72 of the units to be affordable to those at 60% of
area median income and 11 of the units affordable to those at 80% of the area median
income.

Development of Vacant Properly
Buyer shall improve nine deteriorated buildings, which are currently unattractive
nuisances and underutilized blighted properties. The developer will convert undesirable
spaces (20x160 in some cases) and will create more marketable retail spaces by
demolishing the rear 60 feet of the building.

CEQA and Zoning and Land Use Compliance
Buyer shall obtain required land use and zoning approvals, and have complied with the
requirements of the California Environmental Quality Act (CEQA).
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Prevailing Wages
Buyer shall pay all development and construction costs in a timely manner, including
prevailing wages for construction of the Project.

Job Creation
Buyer will be able to attract new businesses to downtown which will result in the
creation of an estimated 500 new jobs

Project Benefits
The project will eliminate blight and the development of the project will result in the
following benefits:

• Revitalizes and removes blight from an entire half block on K Street
• Preserves the historic character of the block
• Creates unique destination retail and housing in a transit-oriented, mixed-use

pedestrian friendly development
• Attracts $12 million in New Markets Tax Credit equity and $21,262,500

($18,250,000 bank loan and $3,031,500 jn developer equity) of additional
private investment for $13.9 million of public investment (including the
predevelopment funds)

• Allows for repayment of a portion of the loan to the DSRC to reinvest in
Downtown projects

• Creates rental housing units with a mix of affordability including 60%
affordable units (at 60% and 80% of AMI) and 40% market rate units

• Bolsters investments made in the downtown area including the Citizen Hotel,
the Crest, the Cosmopolitan, the Sheraton, the three new venues on K Street
among other businesses on J, K and L Streets and attracts additional
investment to the Downtown area

• Creates 500 permanent jobs
• Generates approximately $1.6 million in annual sales tax
• Brings an estimated additional 5,000-6,000 patron to K Street each week.

4. CONSIDERATION RECEIVED AND REASONS THEREFORE

The Agency has determined that the highest and best use of the subject property is for
a commercial/residential use, such as that proposed by the Buyer. The consideration
being given to the Agency is not less than the reuse value. Although the Agency will
receive less than the purchase price for the subject property, it does not take into
account the other considerations, described above, that the Agency receives in this
transaction.

The consideration being paid to the Agency is also not less than the consideration that
the Agency could receive under the highest and best use with the conditions that an
investment be made to reuse the Site, more than 60% of the units are restricted as
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33433 Report - 700 Block of K Street

affordable for 55 years, and commercial uses must remain in place for at least thirty
years.

As outlined in the background section, the properties on the south side of the 700 block
of K Street between i h and 8th Street were acquired over a period of time from 2006
through 2008. The total acquisition costs to the Agency for land and relocation costs
are listed below.

AGENCY'S ESTIMATED COST OF ACQUIRING THE LAND
Purchase Price $22,739,118
All Relocation Costs $ 3,567,504
Total $26,286,622

One element to take into consideration in evaluating the reuse of these sites is the
condition of the properties. The majority of properties have been vacant for a several
years. Currently many of the properties are below standard and are not in a condition
that they could be tenanted. Roof deterioration has led to water damage within the
building. In addition, hazardous materials have been identified that require abatement.
Additional shell and core and tenant improvements would be required to provide warm
shells spaces for tenants. The anticipated work/construction required to provide
rentable tenant spaces would cost approximately $21,600,000.

In establishing the reuse or resale value of the subject site, a pro-forma analysis was
completed on the proposed project. Assuming the development specifications as
contained in the Development and Disposition Agreement, and assuming development
in the near-term. the cost to complete construction of the project is estimated at
$47,200,00. The resale value upon completion, based upon the capitalized income
approach and with consideration of the regulatory restrictions for affordable housing for
55 years and the limitations on commercial uses, is estimated at $19,363,888 netting a
negative potential resale value after the retirement of debt on the property at
(22,344,111 ).

While there is a negative potential resale value, as a part of the deal, the Developer has
agreed to secure a loan with the Agency of $470,120, which will be paid back in full over
a 40 year period.

ESTIMATED REUSE VALUE OF INTEREST CONVEYED
Value of the property determined with consideration of the (22,344,111)
restrictions and development costs imposed by the
Agreement

VALUE RECEIVED ON DISPOSITION
rice to the A enc under the A reement $470,120

!
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33433 Report - 700 Block of K Street

The Agency has determined that this Project as provided in the Agreement offers the
best use for the Site.

5. ELIMINATION OF BLIGHT

The site contains vacant deteriorated buildings that have suffered from the lack of
maintenance over the years and this block has experienced high vacancy rates.
Dilapidated systems and antiquated lot configurations add to its role as a major blighting
influence in the area. The proposed project as detailed in the Agreement will eliminate
blight within the Merged Downtown Redevelopment Area by:

• Reconfiguring the buildings that had limited reuse potential due to small lots,
irregular shaped lots and long narrow lots to attract viable commercial uses that
will job-generating businesses;

@ Providing a mixed-use development will strengthen the commercial and retail
uses in the downtown area and provides a project that bolsters current and future
investment in downtown;

• Providing for viable transit-oriented uses improving the pedestrian environment in
the downtown area;

• Rehabilitating unsafe buildings, damaged exteriors and interiors;
• Converting buildings that contained marginal uses with frequent tenant turnovers

and high vacancy rates and converts these buildings into viable uses;
• Providing uses that will provide for additional lighting, security, and provides for

residential uses that will provide more additional eyes on the street reducing
crime within one of the highest crime rate area in downtown; and

• Eliminating both physical and economic blight to stimulate new commercial
expansion and economic growth

6. CONFORMANCE WITH FIVE-YEAR IMPLEMENTATION PLAN

The major goals of the Redevelopment Plan for the Merged Downtown Redevelopment
Project Area are:

• Elimination of deficiencies including small and irregular lots, obsolete, aged and
deteriorated building types;

• Assemble land into parcels suitable for modern, integrated development with
improved pedestrian and vehicular circulation;

• Re-plan, redesign and develop areas which are stagnant or improperly utilized;
and

• Strengthen retail and other commercial functions in the downtown area.

The Redevelopment Plan proposed to achieve these goals by acquiring real property
and disposing of properties in accordance with the Redevelopment Plan, rehabilitating
structures and assembling adequate sites for development and construction of
residential and commercial facilities. Subsequent amendments to the Redevelopment
Plan affirmed these goals and identified the continuing presence of blight in the
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33433 Report - 700 Block of K Street

downtown area. The Plan amendments identified the ongoing need for redevelopment.
The analysis for the Third Amendment in 2005 specifically identified buildings on the
700 and 800 block of K Street with unsafe structural conditions, deterioration and
commercial obsolescence as blight.

Implementation plans identifying specific strategies and projects to address blight have
been adopted and updated every five years by the Agency. The most recently adopted
Implementation Plan for the Merged Downtown Sacramento Redevelopment Project
Area identifies specific projects and strategies which focuses from 2009-2014. K Street
was noted in the 2009-2014 Implementation Plan as having some of the most
significantly blighted properties in the Project Area and needing focused revitalization
efforts. Specific projects included revitalizing the southern half of the 700 block to
attract quality retailers while retaining its historic character, and introducing mixed-use
projects with housing.

By soliciting RFQ, selecting the development team 700 Block LLC, and with the Agency
approval of a mixed-use project to include a mix a retail and residential uses with
parking, selling the Site for reuse, and develop the project accomplishes the following
implement plan goals:

• Eliminates blight by providing for the reuse of obsolete aged and deteriorated
buildings;

• Provides uses that will strengthen the downtown area and other retail uses in the
immediate vicinity including Downtown Plaza through the attraction of new
business and by providing housing units within the immediate vicinity as the retail
uses;

• Creates a range of housing options including affordable and market rate units
within the downtown area including affordable housing;

• Attracts additional private sector funding and new market tax credit funding by
providing some public sector funding;

• Preserves the historic character of the 700 block buildings by restoring and
rehabilitating the storefronts along K Street;

• Improves the visual and aesthetic appearance of downtown through qualify
design; and

• Stimulates economic growth by providing for commercial expansion and
employment
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NO FEE DOCUMENT:
Entitled to free recording
per Government Code 27383.
When recorded, return to:
SACRAftffiNTO HOUSING AND REDEVELOPMENT AGENCY
801 12th Street
Sacramento, CA 95814
Attn: Joel Riphagen

With copy to

Economic Development Department
915 I Street, Third Floor
Sacramento, CA 95814
Attn: _

DISPOSITION AND DEVELOPMENT AGREEMENT
700 K STREET, 704 K STREET 712 K STREET, 716 K STREET 718K STREET,

724 K STREET, 726 K STREET, AND 730 K STREET, 1111 AND 1113 7TH STREET,
AND 1114 8TH STREET

MERGED DOWNTOWN SACRAMENTO REDEVELOPMENT PROJECT AREA

REDEVELOPMENT AGENCY OF THE CITY OF SACRAMENTO

700 K STREET, 704K STREET, 712 K STREET, 716 K STREET718K STREET,
724 K STREET, 726 K STREET, 730 K STREET, 1111 AND 1113 7TH STREET,

AND 1114 8TH STREET

700 BLOCK, LLC

June_, 2011

Exhibit 0
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DISPOSITION AND DEVELOPMENT AGREEMENT

Merged Downto,"TI Sacramento

THE REDEVELOPMENT AGENCY OF THE CITY OF SACRAMENTO, and 700 BLOCK, LLC, a California
limited liability company, also called Agency and Developer, respectively, enter into this
Disposition and De,'elopment Agreement, also called DDA, as of ,2011.
For purposes of this Agreement, the capitalized terms shall have the meanings assigned in
Section 15.

RECITALS

A. Agency is the owner of real property located at 700, 704, 712, 716, 718, 724, 726,730 K
Street, 1111 and 1113 i h Street, and 1114 8th Street in the City of Sacramento, State of
California, more particularly described in the Property.

B. Thc Propcrty is located in the Merged Downtown Sacramento Redevelopment Project
Area and is subject to the redevelopment plan for the Project Area. Further, Developer
acknowledges that DeYeloper is purchasing the Property from Agency which is a Redevelopment
Agency formed and acting under the Community Redevelopment Law (California Health &
Safety Code Sections 33000 et seq.) and that this document is goYerned b)' the Community
Redevelopment Law. This DDA is consistent with, and furthers, the RedeYelopment Plan and the
"Implementation Plan" adopted for the Project Area in that it meets the following
implementation plan goals: creating places and destinations-retail and entertainment, and new
urban-style housing to the area's core, and elimination of blight and the provision of affordable
housing by revitalization of the 700 block ofK Street with a mixed use project.

c. The primary purpose of this DDA is the elimination of the following blighting influences:
low values and impaired investment, low property values, deficient buildings and obsolete uses
or parcels. In order to accomplish such purpose, the DDA proyides that the Agency will transfer
the Agency's interests in the Property to Developer upon the express condition that Developer
will redevelop the Property for the uses described in this DDA. This DDA is intended to assure
that the Developer will redevelop the Property and that the DeYeloper is not merely speculating
in land.

D. Developer desires to purchase and develop the Property, and Agency desires to sell the
Property for development, on the terms and conditions in this DDA.

AGREEMENT

Now THEREFORE, the parties acknowledge that the foregoing Recitals are true and correct, and
based upon such Recitals and in consideration of the following mutual covenants, obligations
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and agreements and for other good and valuable consideration, the receipt and adequacy of
which are acknowledged, the parties agree as follows:

I. PERFORMANCE. The parties shall perform their obligations at the times and in the
manner specified in this DDA. The time for performance is stated in this DDA and in the
Schedule ofPerformances; provided, however that such times shall be extended for periods of
Unavoidable Delay.

2. PROJECT DESCRIPTION. Agency is entering into this DDA and conveying the Property
to Developer solely for the purposes of developing the Project. The Project shall be the
following: rehabilitation ofnine commercial buildings on the south side of the 700 block of K
Street (700-730 K Street) to re-tenant each retail space with a live music venue, restaurants and
retail uses. Demolition of approximately sixty feet (60') of the building from the rear of the
buildings (along the alley) to towards K Street to provide a five (5) story residential development
over two levels of parking creating one hundred and thirty-seven (137) units and ninety-one (91)
parking spaces.

3. PURCHASE AND SALE. Agency agrees to sell and Developer agrees to purchase the
Property subject to the terms and conditions in this DDA. This DDA, if executed by Developer
only, constitutes Developer's offer to purchase the Property on the terms and conditions
contained in this DDA and subject to the covenants, conditions and restrictions contained in the
Regulatory Agreement to be executed by the Agency and Developer and recorded on the
Property upon conveyance of the Property to Developer.

4. PURCH.\SE PRICE. The Property shall be com'eyed subject to the Regulatory Agreements
and at a purchase price of Four Hundred and Seventy Thousand, One Hundred Twenty Dollars,
pursuant to the terms and conditions of this DDA.

4.1. ESCROW. Developer and Agency have opened, or within ten (10) days after the Effective
Date, shall open, the Escrow account subject to the provisions of the EscfO\\i Instructions.
Agency and Developer shall execute and deliver the Escrow Instructions to Title Company
within ten (l0) days after the Effective Date.

4.2. CONDITIONS TO AGENCY'S PERFORMANCE. Agency's obligation to perform under this
DDA is subject to all of the following conditions:

4.2.1. Agency and Developer acknowledge and understand that New Markets Tax Cn::dit
("NMTC") financing is a critical component of funding the development, construction and
operation of this Project. Developer shall be an eligible Qualified Active Low Income
Community Business ("QAUCB)" or "QB") as defined under Section 45D of the Internal
Revenue Code of 1986 (as amended, the "Code") for the purpose of receiying one or more
Qualified Low Income Community Investments ("QUCI") from a Community Development
Entity (CDE) through a leveraged NMTC investment established for this Project as contemplated
by this DDA.
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4.2.2. Evidence ofProject funding has been provided, including Developer Equity,
funding from US Bank National Association or another financial institution (Leverage Lender),
and the provision ofNMTC allocation for financing the Project. All documents evidencing the
actual structure ofNew Markets Tax Credit have been executed, including the funding
agreements between the entities within that structure that provides the tax credits, the capital
contributions and loans, as well as all appropriate security pledges in the Investment Fund;
executed agreement(s) on commercially reasonable terms between the Downtown Sacramento
Revitalization Corporation and Investment Fund within the NMTC structure established for this
Project with appropriate security pledges; the funding agreements between the Investment Fund
and the community development entity(ies) (CDE); the loan(s) from the CDE to the Qualified
Active Low Income Business (QALICB) controlled by the CFY Development/D & S
Development entity for this Project; and, a disbursement agreement entered into by Agency,
CDE's, other lenders and funding entities with respect to the development and construction
period disbursement of funds.

4.2.3. Developer has performed all of the obligations that it is required to perform
pursuant to this DDA, including without limitation, obtaining all required approvals of the Plans;
obtaining building permits sutlicient to commence Project construction; providing ail required
budgets, reports and evidence of insurance; and providing required construction contracts.

4.2.4. The closing conditions as defined in the Escrow Instructions are fulfilled as of Close
of Escrow.

4.2.5. Developer's representations and warranties in this DDA are true and correct as of
the date of this DDA and as of the Close of Escrow.

4.2.6. The DDA is in full force and effect, no default on the part of Developer having
occurred under the DDA, and no event having occurred, which, with the giving of notice or the
passage oftime, will constitute default by Developer under the DDA.

4.3. CONDITIONS TO DEVELOPER'S PERFORMANCE. Developer's obligation to perform under
this DDA is subject to satisfaction of all of the following conditions:

4.3.1. Agency has performed all of the obligations that it is required to perform pursuant to
this DDA.

4.3.2. The closing conditions as defined in t.'1e Escrow Instmctions are fulfilled as of Close
of Escrow.

4.3:3. Agency's representations and warranties in this DDA are true and correct as of the
date ofthis DDA and as of the Close of Escrow.

4.3.4. The DDA is in full force and effect, no default on the part of Agency having
occurred under the DDA, and no event having occurred, which, with the giving of notice or the
passage of time, will constitute default by Agency under the DDA.
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4.4. GENERAL COVENANTS AND REPRESENTATIONS AND WARRANTIES. The parties make
the following covenants, representations and warranties regarding the Property and the Project.

4.4.1. AGENCY'S REPRESENTATIONS AND WARRANTIES. Agency represents and warrants
to Developer that as of the date of this DDA and as of the Close of Escrow, the date for which is
set forth on the Schedule ofPerformances, to the knowledge of Agency's legal department, its
Executive Director, and its staff with responsibility for development of the Property:

a) Agency has received no notice, warning, notice ofviolation, administrative
complaint, judicial complaint, or other formal or informal notice alleging that conditions on the
Property are in violation of any applicable laws regarding Hazardous Substances, or informing
Agency that the Property is subject to investigation or inquiry regarding Hazardous Substances
on the Property.

b) Agency has caused a Phase I environmental study to be performed for Property.
Agency has provided Developer wit.lt a copy of said study and Developer agrees that as to this
study, Developer acquires no rights against either the Agency or those individuals or firms who
prepared the study. To the extent, if any, that Developer relies on the study, Developer does so at
Developer's own risk.

c) To the best of Agency's knowledge, there is no pending or threatened litigation,
administrative proceeding, or other legal or governmental action with respect to the Property or
with respect to Agency that would affect the Property.

d) This DDA and all other documents delivered for the Close of Escro"V\o have been
duly authorized, executed, and delivered by Agency; are binding obligations of Agency: and do
not violate the provisions of any agreements to which Agency is a party.

4.4.2. AGENCY'S COVENANTS. Commencing with the full execution of this DDA by both
parties and until the Close of Escrow:

a) Agency shall promptly notify Developer of any facts that would cause any of the
representations contained in this DDA to be untrue as of the Close of Escrow.

b) Agency shall not permit any liens, encumbrances, or easements to be placed on the
Property, other than the approved exceptions named as acceptable in the Escrow Instructions or
as identified and approved in this DDA.

c) Agency shall not, without Developer's written consent, enter into any agreement
regarding the sale, rental, management, repair, improvement, or any other matter affecting the
Property thai would be binding on Deyeioper Or the Property after the Close of Escrow ""ithout
the prior written consent ofDeveloper, except as otherwise agreed in this DDA.

d) Agency shall not permit any act of waste or act that would tend to diminish the
value of the Property for any reason, other than ordinary wear and tear.
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Agency shall convey the Property to Developer pursuant to the terms and conditions contained in
this DDA.

4.4.3. DEVELOPER'S REPRESENTAnONS AND WARRANTIES. Developer, for itself and its
principals, represents and warrants to Agency that as of the date of this DDA and as of the Close
of Escrow:

a) Developer has reviewed the condition of the Property, including vdthout limitation,
the physical condition of the Property (above and below the surface) and issues regarding land
use and development of the Property, and if Developer closes Escrow for the acquisition of the
Property, Developer shall be deemed to be satisfied that the Property is suitable in all respects for
its intended development and uses.

b) Developer's agreement to close the Escrow for the acquisition of the Property
serves as Developer's representation that Developer has obtained all additional information
regarding the Property that Developer considers necessary for its due diligence in acquiring the
Property.

c) To the best of Developer's knowledge, there is no pending or threatened litigation,
administrative proceeding or other legal or governmental action \\ith respect to Developer which
would affect its ability to fulfill its obligations under this DDA and acquire the Property or which
may constitute a lien against Developer's equity or Developer's interests in the Property, now or
in the future.

d) Any information that Developer has delivered to Agency, either directly or through
Developer's agents, is, to the best of Developer's knowledge, accurate, and Developer has
disclosed all material facts concerning the operation, development, or condition of the Property.

e) Developer has the financial capacity, the equity and the financing necessary to
fulfill its obligations under this DDA and acquire the Property. Developer represents that any
equity and funding commitments represented by Developer to Agency as available to the Project
are unencumbered and that Developer has not represented to any other party that it will use such
funds for any purpose other than the Project (and covenants that it will not use them for any other
purpose) without prior written Agency consent.

f) This DDA and all other documents delivered for the Close ofEscrow have been
duly authorized, executed, and delivered by Developer; are binding obligations of Developer;
and do not violate the provisions of any agreements to which Developer is a party.

4.4.4. DEVELOPER'S COVENANTS. Commencing with the full execution of this DDA by
both parties and until the Close ofEscrow:

a) Developer covenants by and for itself and assigns, and all persons claiming under
or through it, that it shall not discriminate 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 (1) of subdivision (P) of Section 12955, and Section 12955.2 of
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the Government 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, sublessees, or vendees in the Property. The foregoing
covenants shall run with the land. (See Section 15.1, below).

b) Developer shall promptly notify Agency of any facts that would cause any of the
representations contained in this DDA to be untrue as of the Close ofEscrow.

c) Developer shall not cause any liens, encumbrances, or easements to be placed on
the Property prior to Close of Escrow, except as othenvise permitted by this DDA or approved in
writing by Agency.

d) Developer shall not cause any act of waste or act that would tend to diminish the
value of the Property for any reason, except that caused by ordinary wear and tear.

e) Developer shall complete the development of the Project at Developer's cost and
without requesting or receiving additional Agency or City contributions to the Project other than
as provided in this DDA.

t) Developer shall comply with all provisions of the Regulatory Agreement, and cause
any subsequent purchaser ofthe property to so comply.

4.4.5. CLOSE OF ESCROW. The Escrow shall not close, and the Property shall not be
conveyed to Developer unless the preceding conditions have been satisfied together with all
other conditions stated in the Escrow Instructions for Close ofEscrow. The Escrow shall close
on or about the date shown on the Schedule ofPerformances.

4.5. DAMAGE, DESTRUCTION AND CONDEMNATION BEFORE CLOSE OF ESCROW. If, prior to
the Close of Escrow: (a) damage occurs to any portion of the Property by earthquake, mudslide,
fire, release of or exposure to any Hazardous Substances, or any other casualty (other than any
damage caused by Developer or its employees, agents, Contractor or subcontractors) resulting in
repairs or remediation costs that will exceed twenty percent (20%) of the Purchase Price; or (b)
any portion of the Property is taken by eminent domain or otherwise, or is the subject of a
threatened or pending taking action resulting in a twenty percent (20%) or more decrease in the
after-taking value of the Property, Agency shall notify Developer in 'Nriting oft.lIe da.lllage,
destruction or condemnation. Deyeloper may, within fifteen (15) days after such notice, elect to
terminate this DDA by written notice to Agency.

4.5.1. If this DDA is to continue in full force a..i.d effect after any such da..-nage or
destruction, Agency shall do one of the following:

a) Agency shall payor assign to Developer any amount due from or paid by any
insurance company or any other party as a result of the damage; and the amount of any
deductible under Agency's insurance policy; or
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b) Agency shall pay to Developer through credit in Escrow against the cash portion of
the Purchase Price for the cost of repairing or correcting such damage not covered by insurance,
provided, however, that the amount ofany payment of such credit against the Purchase Price
pursuant to this clause shall not exceed thirty percent (30%) of the Purchase Price. If this DDA
is to continue in full force and effect after such condemnation action, Agency shall pay any
amounts received on account of, and assign to Developer all ofAgency's rights regarding, any
awards for such taking.

4.5.2. COMMISSIONS. Agency is not responsible, by this DDA or otherwise, to pay
commissions on this transaction or any related transaction.

5. AGENCY FUNDING. The Agency shall provide funding for the Project as provided in the
Commitment Letter, which has been authorized by the Agency's governing board at the same
time as this DDA. The Commitment Letter for funding requires a grant and forgivable loan to
the Downtown Sacramento Revitalization Corporation ("DSRC") for the specific purpose of the
DSRC to fund, loan, grant or otherwise participate in a manner that commits one hundred
percent of this funding to the New Markets Tax Credit structure created for the purpose of the
implementing the Project as contemplated by this DDA. All terms regarding Agency funding are
in the Funding Agreement (s), including without limitation, the source and use of funds.
Agency funding of the purchase price shall be subject to a separate Funding Agreement in the
form of an Permanent Loan.

6. PREPARATION AND ApPROVAL OF PLANS AND RELATED DOCUMENTS. The Agency shall
have the right, but not the obligation, to reyiew Plans to assure their conformity with the
provisions of this DDA. Based upon such review the Agency shall have the right to approve or
reject the Plans for reasonable cause.

6.1. EXTENT AND CHARACTER OF PLAN REVIEW. Agency's right of review includes, without
limitation, the right to review architectural and engineering plans and specifications, off-site
plans and specifications, and landscaping designs and specifications. Agency's approyal of Plans
is neither a representation of nor an assurance of their adequacy or correctness. Agency has
reserved approval rights solely (a) to assure that the Plans further the Redevelopment Plan; (b) to
assure that the Final Plans conform to the Plans; and (c) to assure that Agency's purposes are
fulfilled and any Agency funds which may be obligated under this DDA are used as intended by
the Agency. This DDA is a financing document and not a land use or planning document.
Approval of the Project and Plans under this DDA is only an approval by Agency of the Project
design "concept" as presented in this DDA. Such approval by Agency is not and shall not be
considered an approval ofland use entitlements, structural design of the Project, or the aesthetic
design of the Project. Developer shall comply with all applicable land use, planning and design
laws, rules and regulations of each governmental agency acting in proper exercise of its
respective jurisdiction, including without limitation, departments, staff, boards and commissions
of the City.
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6.2. CONCURRENT REVIEW. Agency agrees that its review of the Final Plans shall occur
before or concurrently with City's review of such plans, so as not to delay the commencement
and progress ofProject development.

6.3. PLANS. Developer has provided Agency with Plans, and the Agency has approyed the
Plans concurrently with this DDA. The Agency has been induced to undertake its obligations
under this DDA by Developer's promise to develop the Project in accordance with the Plans, the
Scope ofDevelopment and the provisions of this DDA.

6.4. PREPARATION OF FINAL PLANS AND RELATED DOCUMENTS. Developer shall prepare
the Final Plans that shall include all construction plans, drawings, specifications and other
documents necessary to obtain all required building permits for the construction of the Project.
Developer shall submit the Final Plans to the Agency for Agency's review. The Final Plans shall
conform in all material respects to this DDA, including without limitation, Plans and the Scope
ofDevelopment. To the extent that the DDA has insufficient detail or is unclear, the DDA shall
be deemed to provide that the Project shall contain high-quality materials, and shall conform to
all applicable laws, regulations, zoning, design and usage guidelines. The Final Plans shall be
...."'...";de.."'rI .0 ;"'c'"rI.. ""1 c.... ,.,... ,..,e n 0" CO-<>~+l'~... n "'........ovcd an .....~·v~dcd :~ +....:8 DnA 'T'l.e P:-a1
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Plans shall incorporate all related mitigation measures required for compliance with approvals
under CEQA and any conditions of City approval of the project, unless otherwise fulfilied.
Developer agrees that it will comply with the requirements of the City of Sacramento Design
ReviewlPreservation Board to the extent of its jurisdiction.

6.5. DELIVERY. Developer shall deliver the Final Plans or changes to the Final Plans for
Agency review as soon as available. Said delivery shall be made to the office of the City of
Sacramento Economic Development Department, which is staff to the Agency for Project Area
at the address for notices and shall have clearly marked on its exterior "URGENT: Southern
Portion of 700 Block of K PROJECT PLAN REVIEW" or the equivalent.

6.5.1. DEEMED ApPROVAL. If duly marked and delivered, the Final Plans or changes to
the Final Plans shall be deemed approved unless disapproved in whole or in part, in writing,
within thirty (30) days after their proper delivery to Agency.

6.5.2. AGENCY DISAPPROVAL. If Agency disapproves, in whole or in part, the Final Plans
or any change to the Final Plans, Agency shall state, specifically and in writing, at the time of
disapproval, the reasons for disapproval and the changes that the Agency requests to be made.
Agency's reasons for disapproval and such Agency-requested changes shall be consistent with
this DDA, including without limitation, the Plans, the Final Plans, the Scope of Development and
with any items previously approved in accordal1ce with this DDA. If the Agency rejects t.~e

proposed Final Plans, Developer shall obtain no rights to develop the Property under this DDA
and Agency shall have no obligations regarding the Project until such time as Developer has
modified the proposed Final Plans and received the Agency's approval of the Final Plans as
modified.

6.6. GOVERNMENTAL CHANGES. If any revisions or corrections of the Final Plans shall be
required by any government official, agency, department or bureau in exercise of its proper
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jurisdiction, the Developer shall inform the Agency. If Agency and Developer concur in writing
with the required change, Developer shall incorporate the change and it shall be deemed
approved by Agency. IfAgency or Deyeloper reasonably disagrees with the required change,
they shall reasonably cooperate with the agency requiring the change in efforts to develop a
mutually acceptable alternative.

6.7. ApPROVAL OF SUBSTANTIAL CHANGES TO FINAL PLANS. If the Deyeloper desires to
make any substantial changes in the Final Plans, Developer shall submit such proposed changes,
in writing, to the Agency for its approval. The Agency shall approve or disapprove the proposed
change as soon as practicable. The Final Plans shall be construed to include any changes
approved in the same manner as for approyal of the original Final Plans under this section. The
Final Plans shall be construed to include any such changes. Nothing in this Section shall be
construed to relieve Developer of its obligations under all applicable laws regarding such
changes.

6.7.1. SUBSTANTIAL CHANGE. A substantial change in the Final Plans shall include,
without limitation, the following changes, excluding those items generally considered to be
tenant improyements:

a) Material changes in the layout, elevation design, functional utility or square
footage.

b) Material changes in use of exterior finishing materials substantially affecting
architectural appearance or functional use and operation.

c) Any change that reduces the effectiveness of any mitigation measure required for
CEQA approval of the Project.

d) Material changes in site development items for the Property that are specified in the
Final Plans.

Material changes in the type, location, visibility, accessibility, size, design or artist for any
artwork shown in the Final Plans or otherwise accepted by the Agency under the Art in Public
Places Program.

e) Material changes in quality of project or landscaping materials.

t) Any change in public amenities specified in the Final Plans.

g) Any changes requiring approval of, or any change required by, any city, county or
state board, body, commission or officer.

h) Any change that would preclude or materially reduce the ability to use the Project
as intended by this DDA.

6.7.2. MISREPRESENTATION. If the Agency's approval of the Final Plans is reasonably
based upon a material misrepresentation to Agency by Developer or by anyone on Developer's

48



behalf, the Agency may, \\ithin a reasonable time after discovery of the misrepresentation, take
any action permitted by law with regard to any such misrepresentation, notwithstanding
Agency's prior approval, including without limitation, rescission of the approval or such other
equitable remedies as may then be appropriate to such rescission.

7. DEVELOPMENT PROVISIONS. As stated in detail in this Section 7, DeYeloper shall
construct and manage the Project according to the requirements established in this DDA, which
includes, without limitation, the Scope ofDeyelopment, the Schedule of Performances and the
Plans. Developer shall promptly begin, diligently prosecute and timely complete the construction
of the Project. In interpreting the pwdsions of this DDA, the provisions that specifically enforce
the Redevelopment Plan and the applicable provisions of the California Redeyelopment Law
(commencing at Health and Safety Code Section 33000) shall control.

7.1. NOTICE TO PROCEED. Developer shall not enter the Property or begin work on the
Project until the Agency has issued to Developer a \\Titten notice to proceed with thc work.
Agency will issue a notice to proceed after Agency approyal of the Final Plans, City's issuance of
a building permit for substantially more than the Project foundations, Deyeloper's compliance
with all governmental requirements for start of construction, Developer's provision of required
policies of insurance, and Developer's provision of proof of construction fmancing in an amount
adequate to begin the Project work.

7.2. CONSTRUCTION CONTR.\CTS. Developer shall submit to Agency the construction
contract or contracts for the Project. Agency's review of the construction contract shall be only
for determining its compliance with this DDA. If the cost of construction of the Project or any
part of the Project exceeds the costs projected by Developer, Developer shall, nevertheless, bear
the responsibility to complete, at Deyeloper's cost, the construction of the Project in accordance
with this DDA. If the property is revested in the Agency pursuant to Section 13.1, Developer
shall assign all rights under the construction contracts to Agency.

7.3. GOVERNMENTAL REVIEW PROCESS. Notwithstanding any other provision of this DDA,
Developer is subject to all building, planning, design and other plan review requirements that are
otherwise applicable to the project, including without limitation those of the City of Sacramento.
To assure proper review by the City, Developer shall, within thirty (30) days of the date of this
DDA, make an initial deposit toward "plan check fees" with the City's Planning Department. In
addition, Developer shall, as applicable, take designs before the City's Design
Review/Preservation Board or its appropriate subcommittee for comment as soon as practicable.
Conditions to the project imposed by the City shall be considered obligations ofthe Developer
under this DDA. If a dispute with City staff arises regarding such City conditions, Developer
shall accept the decision of the City's Planning Commission interpreting, imposing and
enforcing such City conditions, subject to any applicable appeals process of the Planning
Commission.

7.4. ART IN PUBLIC PLACES. The Project is a private project subject to the Art in Public
Places Program. Developer shall comply fully with the Art in Public Places Program, and
pursuant to such policy, Developer shall expend, for the acquisition and installation of Aesthetic
Improvements, not less than two percent (2%) of the construction contract price. Art in Public
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Places applies only to the market rate residential portion of the Project and more specifically in
the area designated for new construction. The low- and moderate income residential portion of
the Project improves and increases the stock of affordable housing in the community.
Imposition of the Art in Public Places Program would increase the cost of the Project
substantially and reduce either the number of affordable units available in the Project or the
affordability of those units. Therefore, the Aesthetic Improvement Policy requirements are not
applicable.

7.5. SUBSTANTIAL CHANGES. Developer covenants and agrees that Developer shall not make
or permit to be made any construction of the Project which incorporates a substantial change in
the Final Plans, as described in Section 6.7, without Agency approval of such changes as
provided in Section 6.7.

7.6. LOCAL, STATE AND FEDERAL LAWS. The Developer shall assure that the construction of
the Project is carried out in conformity vdth all applicable laws and regulations, including all
applicable federal and state labor standards. Before commencement of construction or
development of any buildings, structures or other work of improvement upon the Property,
Developer shall at its O\'ffi expense secure any and all certifications and permits which may be
required by any governmental agency having jurisdiction over such construction, development or
work. Agency shall cooperate in securing certifications and permits which require consent of the
owner of the property. Developer shall permit only persons or entities which are duly licensed in
the State of California, County of Sacramento and City of Sacramento, as applicable, to perform
work on or for the Project.

7.7. PREVAILING WAGES. Agency advises Developer that the Project is subject to the
payment of prevailing wages under California law. Developer shall inform the Contractor and
shall require the Contractor to inform all subcontractors and materialmen furnishing goods or
services to the Project of Agency's determination of the applicability of Califomia prevailing
wage requirements. Developer and Contractor have had the opportunity to meet with their
respective legal counsel and to request a determination of the matter before the California
Department of Industrial Relations and any other appropriate governmental bodies. Developer
and Contractor have made their ovm independent determinations of the applicability of
prevailing wage laws and have independently implemented such determinations. Developer
indemnifies, holds harmless and defends the Agency from all additional wages, benefits, fees,
penalties, fines, legal fees, court costs, arbitration costs, and other costs arising from the
improper application of California prevailing wage laws to the Project by Deyeloper or
Contractor or both of them.

7.'1$. PUBLIC SAFETY PROTECTIONS. Developer shall assure that all necessary steps are taken
(including the erection offences, barricades and warning devices) to protect private contractors
~_..l +l..~:_ employees ~_..l +l..c _,,1..1:~ ~~_ +l..~ _:nl, ~+':_:,,_. ~_:n:_~ ~,,+ ~+'+l..~ ~~_..l:+:~~ ~+'+J,.,~auu Ul\"U auu ~u puuu\" UVUl Ul\" li031\. Vi U1JUiJ a1i03iU5 uu~ Vl Wi"" ""VUUH1Vl.l Vl Ul""

Property or Developer's activities in connection with the Property, including without limitation,
fire, or the failure, collapse or deterioration of any improvements or buildings.
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7.9. No DISCRIMINATION DURING CONSTRUCTION. Developer for itself, the general
contractor and their respective successors and assigns, agrees that the following provisions shall
apply to, and be contained in all contracts and sub-contracts for the construction of the Project.

7.9.1. EMPLOYMENT. Developer shall not discriminate against any employee or applicant
for employment because of sex, race, color, religion, ancestry, national origin, disability, medical
condition, marital status, or sexual orientation. The Developer will take affmnatiYe action to
ensure that applicants are employed, and that employees are treated during employment, without
regard to their sex, race, color, religion, ancestry, national origin, disability, medical condition,
marital status, or sexual orientation. Such action shall include, but not limited to, the following:
employment, upgrading, demotion or transfer; recruitment or recruitment advertising; layoff or
termination; rates of payor other forms of compensation; and selection for training, including
apprenticeship. Developer agrees to post in conspicuous places, available to employees and
applicants for employment, notices to be proyided by the Agency setting forth the provisions of
this nondiscrimination clause.

7.9.2. ADVERTIS!NG. Developer will, in all solicitations OT advertisements for employees
placed by or on behalf of the Developer, state that ali qualified applicants will receive
consideration for employment without regard to race, color, religion, creed, sex, marital status,
national origin, ancestry, familial status, or disability.

7.9.3. MONITORING PROVISIONS. Developer, Contractor and subcontractors shall comply
with the requirements of the Agency for monitoring the anti-discrimination and all applicable
labor requirements.

7.10. PUBLIC IMPROVEMENTS. Developer shall, at Developer's expense, undertake and
complete any modification, construction, relocation or improvement of public facilities,
improvements and utilities for the development of the Property.

7.11. AGENCY ACCESS TO THE PROPERTY. Developer shall permit Agency representatives
access, without charge, to the entire Property at any time and for any purpose which Agency
reasonably considers necessary to carry out its obligations and protect its interests under the
DDA. Purposes for Agency entry may include, without limitation, inspection of all work being
performed in connection with the construction of the Project.

7.12. PROJECT SIGN. IfDeveloper places a sign on the Property during construction stating
the names of the Project participants, it shall also name "Redevelopment Agency of the City of
Sacramento" as a participant in the Project. The Agency name on the sign shall be in letters not
less than the size of letters used to name any of the other participants.

7.13. CERTIFICATE OF COMPLETION. After the Agency has determined that Developer has
completed the construction ofthe Project in accordance with the Final Plans and Developer's
obligations under this DDA, the Agency will furnish the Developer with the Certificate of
Completion certifying such completion. The Agency's issuance of the Certificate of Completion
shall be a conclusive determination of satisfaction and termination of the agreements and
covenants in the DDA with respect to the obligations of the Developer to construct the Project as
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of the Completion Date specified in the Schedules ofPerformances, subject to any qualifications
or limitations stated in such certification. Agency shall prepare and execute the Certificate of
Completion in a form suitable for recording in the Official Records of Sacramento County.

7.13.1. The Certificate of Completion shall not constitute evidence of compliance with any
governmental requirements regarding the Project other than those of Agency or satisfaction of
any obligation ofthe Developer to any holder of a mortgage, or any insurer of a mortgage,
securing money loaned to finance all or any part of the Project. The Certificate of Completion
shall not constitute eyidence of compliance with or satisfaction of any provision of this DDA that
is not related to construction of the Project.

7.13.2. If the Agency fails to provide a Certificate of Completion within fifteen (15) days
after written request by Developer, the Agency shall, ""ithin an additional fifteen (15) days after
a second written request by the Developer, provide the Developer with a written statement,
indicating in adequate detail in what respects the Developer has failed to complete the Project in
accordance with the provisions of the DDA, or is otherwise in default, and what measure or acts
it will be necessary, in the opinion of the Agency, for the Developer to take or perform in order
to obtain such certification.

7.14. CONSTRUCTION PERIOD EXTENSION FEE. IfDeveloper does not complete the
construction of the Project on or before the completion date set forth in the Schedule of
Performances, Developer shall pay to Agency, monthly, in advance, on the first day of each
month beginning the calendar month following said completion date, a construction period
extension fee ofFifty Dollars and No Cents ($50.00) for each day by which the completion of
construction is delayed beyond said completion date. Such construction period extension fee due
for days of delay occurring prior to the first payment date shall be paid in arrears at the time of
the first payment under this Section. The number of days used in computation of the
construction period extension fee shall be reduced by the number of days ofUnavoidable Delay.
Failure to pay such construction period extension fee when due is a material default of this DDA.
Any unearned portion of an advance payment of any such extension fee shall be refunded by the
Agency within thirty (30) days of completion of construction, or oftermination of the DDA.
Agency shall have the option to terminate, upon ten (10) days prior written notice, Developer's
rights to such unpaid construction extension fee and to declare Developer in material default of
this DDA. In any event, such construction extension fees shall not be accepted for a time period
greater than six (6) months excluding any period of Unavoidable Delay, at which time Developer
shall be deemed in material default of this DDA.

7.15. REpORTS. During the period of construction, the Developer shall submit to the Agency a
written report of the progress of the work as and when reasonably requested by the Agency, but
not more often than once each month.

7.16. NOTIFICATION OF GENERAL CONTRACTORS, ARCHITECTS AND ENGINEERS.

Developer shall assure notification of the Project contractors, architects and engineers for the
Project of the requirements of this DDA. Developer shall include, where applicable, the
provisions of this DDA in construction contracts, subcontracts, materials and supplies contracts
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and services and consulting contracts for the Project, and Developer shall undertake the
enforcement of such provisions.

7.17. PROPERTY CONDITION. DeYeloper, at DeYeloper's expense, shall conduct any Property
investigation beyond those provided by Agency under this DDA and which Developer may
consider necessary to determine the condition of the Property for the development of the Project.
As between the Agency and Developer, Developer shall be solely responsible for the adequacy
of such investigations. Except as provided in this DDA, if the condition of the Property is not in
all respects entirely suitable for the use or uses to which the Property will be put, it is the sole
responsibility and obligation of the Developer to take such reasonable actions as may be
necessary to place the condition of the Property in a condition which is entirely suitable for its
development in accordance with t..lJ.e construction plans and drawings approved by Agency.
Agency shall not be responsible for removing any surface or subsurface obstructions, or
structures of any kind on or under the Property.

7.18. ZONING OF THE PROPERTY. Agency exercises no authority with regard to zoning of the
Property. Developer shall assure that zoning of the Property at the time of development shall be
such as to permit the development and construction, use, operation and maintenance of the
Project in accordance with the provisions of this DDA.

7.19. HAzARDOUS SUBSTANCES. Agency has obtained a Phase I and Phase II Hazardous
Substances assessment, and has delivered them to Developer. In any event, Developer shall
obtain such Hazardous Substances assessments as Developer deems reasonably necessary to
assure the development of the Project in accordance with all applicable laws, rules and
regulations; provided, however that such assessments are prepared by a qualified environmental
specialist in accordance with nationally recognized standards to determine the existence ofand to
quantify the extent ofHazardous Substances on the Property. As between the Agency and
Developer, Developer shall be solely responsible for the adequacy of any Hazardous Substances
investigations obtained by Developer. If Hazardous Substances are known to be on the Property,
Developer shall remediate such Hazardous Substances on the Property as and to the extent
required by any federal, state or local agency having jurisdiction regarding Hazardous
Substances standards or remediation and as may be necessary to avoid incurring liability or
further liability under any federal, State and local law or regulation. IfHazardous Substances are
discovered on the Property after conveyance to Developer and have not been released on the
Property after conveyance to Developer, Developer shall remediate all Hazardous Substances on
the Property as and to the extent required by any federal, state or local agency having jurisdiction
regarding Hazardous Substances standards or remediation and as may be necessary to avoid
incurring liability or further liability under any federal, State and local law or regulation. If
Hazardous Substances are discovered on the Property after conveyance to Developer and have
not been released on the Property after conveyance to Developer and the cost to remediate such
Hazardous Substfuices is reasonably estimated to exceed Twenty-Five Thousand Dollars
($25,000), Developer may elect to terminate this DDA, upon reconveyance of the Property to
Agency and return of all monies and properties delivered pursuant to or in furtherance of this
DDA. Developer shall bear One Hundred percent of the costs related to such remediation.
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7.20. DEVELOPER ACCESS TO PROPERTY. Prior to the conveyance ofthe Property by
Agency to Developer, the Agency shall permit representatives of Developer to have access,
without charge, to the Property, at all reasonable times for the purpose of obtaining data and
making various tests necessary to carry out Developer's obligations under the DDA; provided,
however, that Developer shall not enter the Property except (a) after execution by Developer and
Agency of Agency's standard "Permit for Entry" and (b) after Developer has obtained insurance
coverage then required by Agency. No work shall be performed on the Property until a "Notice
ofNonresponsibility" has been recorded and posted in accordance with applicable laws, assuring
that Agency interest in the Property shall not be subject to mechanic's liens related to such work.
Developer shall not commence any work on the Property without Agency's written approval of
the work to be done, and in any event, Developer shall not commence any work which might be
construed as commencement of the work of the Project for establishment of mechanic's lien
rights.

8. RELOCATION. Agency is required by law to provide relocation services and make
relocation payments to eligible tenants, if any, that are displaced as a result of the Project.
Developer shall comply fully with all relocation laws that are the obligation of Agency or are
otherwise applicable to the Project. Developer's compliance with the relocation requirements as
stated in this Section 8 is a material element of this DDA. Developer's failure to comply with
the relocation requirements as stated in this Section 8 is an Event of Default, subject to
Developer's opportunity to cure in accordance with applicable law.

8.1. RELOCATION COSTS. Unless otherwise stated in this Agreement, any amounts paid by
Agency for relocation costs and services shall be considered advances under the Agency funding.

8.2. COOPERATION AND ACCESS. Developer shall cooperate fully with Agency in complying
""ith such relocation laws, including without limitation, providing Agency access to all tenants of
the Property, to all books and records related to the tenants of the Property and to all properties
offered for temporary or permanent relocation. Prior to taking any action with respect to
relocation of tenants, Deyeloper shall meet with Agency to establish reasonable protections for
tenants and related reporting requirements for Developer.

8.3. DEVELOPER AS RELOCATION AGENT. With the approval of Agency, Deyeloper may act
as Agency's agent in accomplishing such relocation. Agency and Developer by memorandum in
writing shall establish their respective duties related to such relocation. If Agency and
Developer agree that Developer will act as Agency's agent for purposes of this DDA, Developer
may enter inlo agreements for the provision of relocation services, or Developer may perform
such services directly. Developer shall, by provisions in its agreements or by direction to its
staff, assure that the entity performing the relocation services: (a) complies with all applicable
laws; (b) fully informs Agency of all relocation activities; (c) makes all requests for direction or
-In-:c~a''':-n'''-A-er.-y· --d I"-f\ respon-fs to ard £_11 0 •W "'he A~e--y'- :_-tI-'ct~~- and ,l~r<>-"';o-v l:1l111v l1U ~u 1;; ~lv , a.u \.U} U 1 VU ~ 1 - 1;; 11'- ., lU., U iva i Ui "''''"1 U.

9. DEVELOPMENT FINANCING. Except as specifically provided in this DDA, Developer shall
be responsible for and shall pay all costs of developing the Project in accordance with this DDA.
As a condition precedent to Agency's conveyance of the site to Developer, Developer shall
provide the Agency with a complete and firm Project budget including all proposed sources and
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uses of funds, all "hard" and "soft" costs and contingencies and reflecting, as possible, firm bids
or accepted contracts and with eyidence of sufficient funds to meet all budget requirements. To
the extent that funds specified in this DDA for the Project are insufficient to fully fund the
Project, the Developer shall provide evidence, satisfactory to the Agency, of the additional
required construction and permanent financing. Except as expressly provided in this DDA, no
party shall have the right of reimbursement for any funds expended by them for the Project,
whether prior to execution of this DDA or otherwise. Agency is not obligated by this DDA or
otherwise to make any contribution beyond its obligations stated in this DDA.

9.1. EVIDENCE OF AVAILABLE FUNDS. Unless othernise approved by the Agency,
Developer's evidence of available funds, as required in the preceding section, must include only
the following: (a) Developer equity (as provided in Section 9.3); (b) firm and binding loan
commitments (as provided in Section 9.2) from each Lender, in form and content acceptable to
Agency; and (c) Agency contribution, if any, as specified in this DDA. Within ten (10) days after
Agency's request, Developer shall provide all additional information requested by the Agency
for evaluation of the actual availability of funds included in such evidence, including without
limitation, requests for clarification, further eyidence or audited financial reports.

9.2. COMMITMENT AND LOAN REQUIREMENTS. As a material obligation under this DDA,
Developer shall assure that the loan or funding documents for the Project are consistent with the
Lenders' and NMTC commitments approved by the Agency and comply, in all respects, with
this DDA. The Agency may reject a loan or funding commitment unless such commitment: (a)
is subject only to Lender's reasonable conditions of title and Developer's execution of standard
loan documents (copies of which have been previously provided to and approved by the
Agency); (b) contains only usual, customary, and commercially reasonable loan terms; (c)
continues in effect until a time when subject financing is reasonably expected to be required; and
(d) for construction financing, provides for a construction loan term not less than that specified in
the Schedule ofPerformances for completion of construction and any additional time necessary
to fulfill all conditions precedent to funding of permanent financing. The Agency may also
reject any commitment if it is based upon sources and uses of Project funds that are different
from those approved by Agency for the Project. The Agency may also reject any commitment
that requires changes to the Project which conflict with this DDA, that require a material
amendment of this DDA or that require the Agency to enter into agreements with any Lender,
guarantor, equity partner or any other third-party, (other than customary estoppel certificates or
clarification of terms) except that the Agency \\ill enter into Funding Agreements with the
Downtown Sacramento Revitalization Corporation ("DSRC") for the purpose ofpurpose of
providing funding towards the construction of this Project pursuant to t~e Commitment Letter
and the Agency. The Agency will also enter into a disbursement agreement with the CDE(s) and
other relevant funders or servicers of any Project financing regarding the disbursement of QUCI
proceeds for Project, uses from the CDE to the Developer.

9.3. EVIDENCE OF DEVELOPER EQUITY. Unless otherwise agreed in writing by the Agency,
Developer may provide evidence of equity ("Deyeloper Equity") in the amount ofThree Million
Thirty One Thousand Four Hundred and Fifty Five Dollars No Cents ($3,031,455.00) by anyone
of the following actions: (a) deposit of the required equity in ajoint account with the Agency,
which funds shall be released only upon the joint signatures of the Agency and the Deyeloper;
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(b) delivery to Agency of an unconditional, irrevocable letter of credit in the amount of the
required equity, in form and content as provided by the Agency, which letter of credit shall
provide that the Agency may draw to fulfill any Deyeloper obligation related to the development
of the Project and necessary to assure its timely and proper completion; or (c) Developer's
provision of financial statements prepared by a certified public accountant which show liquid
assets available to the Project (and not subject to other existing or contingent claims) in the
amount of One Hundred and Fifty Percent (150%) of the amount of the required equity.
Notwithstanding the foregoing, it is understood by the parties that the Developer Equity shall be
part of the leverage loan proceeds that are loaned to the Investment Fund along with the proceeds
of the DSRC investment, in order to leyerage the NMTC and shall not be held or contributed at
the Project Borrower level as required by the NMTC investor or CDE. Developer shall not
provide evidence of equity that includes funds not available at the commencement of
construction or that claims as equity any funds to be generated by development of the Project,
including without limitation, anticipated Developer profit or fees or Developer contribution of
services to the Project. The Agency may reject any submitted evidence of equity if the Agency
has any reason to believe that such funds may not be available to the Project.

10. INDEMNIFICATION FOR HAZARDOUS SUBSTANCES. Developer shall indemnify, protect and
defend Agency, its officers, directors, council members and supervisors, employees, advisory
committee members, and agents, and hold them harmless from any and all liability, costs, fees,
fines, penalties and claims (including without limitation court, mediation or arbitration costs,
attorneys' fees, witnesses' fees, and investigation fees) related to the existence of Hazardous
Substances on the Property that were not on the Property prior to Agency's transfer of possession
of the Property to Developer or that were related to the removal or discharge of Hazardous
Substances by Developer, or its employees, agents or contractors, during Developer's
remediation of the Property pursuant to this Section.

Agency shall indemnify, protect and defend DeYeloper, its officers, directors, employees, and
agents, and hold them harmless from any and all liability, costs, fees, penalties and claims
(including without limitation court, mediation or arbitration costs, attorneys' fees, witnesses'
fees, and investigation fees) related to Hazardous Substances discharged on the Property during
Agency's ownership of the Property or related to the removal or discharge of Hazardous
Substances by Agency or its employees, agents or contractors.

11. MUTUAL INDEMNIFICATION. Developer shall indemnify, protect, defend and hold harmless
Agency, 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 Developer, its officers, employees, agents or independent
contractors and for any and all costs incurred by Agency in defending against such liability
claims, including attorney's fees, except for injury, death or property damage caused by the
negligent act or willful misconduct of Agency, its officers, directors, commission members,
employees, advisory committee members, and agents.

Agency shall indemnify, protect, defend and hold Developer harmless from any and all liability
from bodily injury, death and property damage caused by or resulting from the acts or omissions
of Agency, its officers, commission members, employees, advisory committee members or
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agents and for any and all costs incurred by Developer in defending against such liability claims,
including attorney's fees, except for injury, death or property damage caused by the negligent act
or willful misconduct ofDeveloper.

This indemnification provision shall survive the termination of this Agreement.

12. LIABILITY INSURANCE. With regard to this DDA, the Deyeloper shall obtain and maintain
for the life of the Regulatory Agreements, and require the Contractor and subcontractors for the
Project to obtain and maintain for the term of the deyelopment of the Project, such insurance as
will protect them, respectively, from the following claims which may result from the operations
of the Developer, Contractor, subcontractor or anyone directly or indirectly employed by any of
them, or by anyone for whose acts any of them may be liable: (a) claims under workers'
compensation benefit acts; (b) claims for damages because of bodily injury, occupational
sickness or disease, or death of its employees; (c) claims for damages because of bodily injury,
sickness or disease, or death of any person other than its employees; (d) claims for damages
insured by usual personal injury liability coverage which are sustained (1) by any person as a
result of an offense directly or indirectly related to the employment of such person by the
Developer, or (2) by a.'ly other person, claims for da.'TIages, ot.~er t~an to the construction itself,
because of injury to or destruction of tangible property, including resulting loss of use; (e) claims
for damages because of bodily injury or death of any person or property damage arising out of
the ownership, maintenance or use of any motor vehicle; and (f) claims for contractual liability
arising from the Developer'S obligations under this DDA.

12.1. LIABILITY INSURANCE POLICY LIMITS. Developer shall obtain all insurance under this
Section 12 written with a deductible of not more than ONE HUNDRED THOUSAND
DOLLARS ($100,000) or an amount approved by Agency, and for limits of liability which shall
not be less than the following:

12.2. WORKER'S COMPENSATION. Developer shall obtain and maintain worker's
compensation coverage shall be written for the statutory limits as required by Article 1
(commencing with Section 3700) of Chapter 4 of Part 1 ofDivision 4 of the California Labor
Code (as it may, from time to time, be amended) and having an employer's liability of not less
than $1,000,000, or statutory limits, whichever are greater.

12.3. COMMERCIAL GENER\.L LIABILITY. Developer shall obtain and maintain Commercial
General Liability insurance in Insurance Services Office ("ISO") policy form CG 0001
Commercial General Liability (Occurrence) or better. Such insurance shall have limits of
liability, which are not less than $1,000,000, per occurrence limit; $5,000,000 general aggregate
limit, all per location of the Project.

12.4. COMPREHENSIVE AUTOMOBILE LIABILITY. Developer shall obtain and maintain
comprehensive automobile liability coverage for any vehicle used for, or in connection with, the
Project (owned, non-owned, hired, leased) having a combined single limit of not less than
$1,000,000.

57



12.5. PROPERTY INSURANCE. For the duration of the Regulatory Agreements, Developer
shall obtain and maintain property insurance in ISO policy form CP 10 30 - Building and
Personal Property Coverage - Causes of Loss - Special Form, to the full insurable yalue of the
Property with no coinsurance penalty (and with endorsements ofBuilder's Risk until completion
of construction of the Project), Boiler and Machine to the extent necessary to obtain full
insurance coverage, and ,",ith such other endorsements and in such amounts as the Agency may
reasonably require to protect the Project and the Property. In the event ofdamage to the Project
and subject to the requirements of Lender, DeYeloper shall use the proceeds of such insurance to
reconstruct the Project and the public improvements.

12.6. INSURANCE PROVISIONS. Each policy of insurance required under this DDA shall be
obtained from a provider licensed to do business in California and having a current Best's
Insurance Guide rating of B++ VII , which rating has been substantially the same or increasing
for the last five (5) years, or such other equivalent rating, as may reasonably be approved by
Agency's legal counseL Each policy shall contain the following provisions as applicable, unless
otherwise approved by Agency's legal counsel in writing in advance:

12.6.1. ADDITIONAL INSURED. Developer shall obtain a policy in ISO form CG 2033 or
better, naming Agency as additional insured under the Commercial General Liability Policy.

12.6.2. SINGLE PROJECT INSURANCE. It is the intent of the parties that the Project have
available all the specified insurance coverages. Developer shall not provide insurance coverages
that are considered in aggregate with other Projects which Developer or its Contractor might
have concurrently under construction. The Agency may at its discretion permit an aggregate
policy if and only if Developer or the respective Contractor or subcontractor has fully disclosed
to Agency other projects which will or may be considered in aggregate with the Project, and
thereafter, Developer shall immediately inform Agency ofthe change in or addition to any such
projects. Nevertheless, Agency may at any time require that the insurance coyerage be provided
solely for the Project.

12.6.3. CERTIFIED POLICY COPY. Developer shall provide Agency with a certified copy
of each required policy of insurance. Pending delivery of the certified policy, Developer shall
provide Agency with a Certificate of Insurance for each policy on the applicable ACORD form.
The ACORD form shall not substitute for the policy. ACORD 25-S "Certificate of Liability
Insurance shall be used for liability insurance deleting the sentence in the top right-hand block
immediately below the title (commencing "This certificate is issued as a matter of information ..
.) and in the bottom right-hand box above the authorized representatiYe signature, deleting the
words "endeavor to" and "but failure to do so shall impose not obligation or liability of any kind
upon the insurer, its agents or representatives."

i2.6.4. CANCELLATION. Each policy shaH bear an endorsement precluding canceHation or
termination of the policy or reduction in coverage unless the Agency has been given written
notice of such intended action at least thirty (30) days prior to its effective date.

12.6.5. FAILURE TO MAINTAIN. IfDeveloper fails to obtain or maintain, or cause to be
obtained and maintained, any insurance required by this DDA the Agency shall have the right,
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but not the obligation, to purchase the insurance on DeYeloper's behalf, and Developer shall
promptly reimburse the full cost of such insurance to the Agency. IfDeveloper fails to
reimburse the Agency for insurance, the amount of unpaid reimbursement shall bear interest at
the maximum rate permissible under the law until paid. Failure to maintain the insur3l1ce required
by this Section 12 shall be a default under this DDA (see Section 13.3, below).

12.6.6. BLANKET COYERAGE. Developer's obligation to carry insurance as required under
this Section 10 may be satisfied by coverage under a "blanket" policy or policies of insurance (as
the term is customarily used in the insurance industry); provided, however, that the Agency shall
neyertheless be named as an additional insured under such blanket policy or policies to the extent
required by this Section, the coverage afforded the Agency will not be reduced or diminished
thereby, and all of the other requirements of this Section 12 with respect to such insurance shall
otherwise be satisfied by such blanket policy.

13. DEFAULTS AND REMEDIES. Except as otherwise provided in the DDA, if either party
defaults in its obligations under this DDA, the defaulting party shall immediately commence and
diligently proceed to cure the default within thirty (30) days after written notice of default from
the other party or, if reasonable, such longer time as is reasonably necessary to remedy such
default if such default cannot reasonably be cured within thirty (30) days for reasons beyond the
control of the defaulting party, provided that the defaulting party shall promptly begin and
diligently pursue such cure to completion. If the defaulting party does not promptly begin and
diligently cure the default within a reasonable time, the other party may institute proceedings to
cure the default, including without limitation, proceedings to compel specific performance by the
defaulting party. Subject to any extension of time permitted by this DDA, a failure or delay by a
party to perform any term or provision of this DDA constitutes a default of this DDA. As a
condition precedent to termination of the DDA under this Section, each party shall first tender
the return of all property or funds received from or on behalf of the other party, other than funds
properly retained as liquidated damages. After such return of property and funds and termination
of the DDA, neither Agency nor Developer shall have any further rights against or liability to the
other under the DDA except as expressly set forth in this DDA to the contrary. The parties agree
that any of the CDE or Project lenders shall have such notice and cure rights with respect to any
default under this DDA (and any related agreements) as is reasonably required.

13.1. REVESTING TITLE IN AGENCY. Agency shall not have the right to terminate this DDA
and exercise any reverter or similar remedy at any time prior to the expiration of the New
Markets Tax Credit compliance period, except for a default arising from the DeYeloper's failure
to complete construction within the time frames required under this DDA. The time frame for
the completion of construction shall be consistent the completion date-requirements of the CDE
and/or N-MTC investor ("NMTC Agreements") pursuant to the applicable QUCI documentation
but in no event later than . If Developer defaults in its obligations pursuant to
the NMTC Agreements and the CDE have accelerated the obligations thereu.iider alld
commenced foreclosure, then the Agency shall have, for a period of ten years following the
Effective Date, the right to re-enter and take possession of the Property, or any part of the
Property conveyed to Developer, and to terminate and revest in the Agency the estate so
conveyed; provided that the Agency shall have to assume all of the obligations under the NMTC
Agreements, including, without limitation provide for a replacement QALICB (which may be
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controlled by the Agency) to acquire ovmership of and title to the Project in order to not cause a
recapture of any NMTC as reasonably determined by the CDE and NMTC investor. It is the
intent of this DDA that the conveyance of the Property to Developer shall be made upon, and
that the Grant Deed shall contain, a condition subsequent to the effect that in the event of any
default, by the Developer specified in this Section, and the failure to remedy, such default, within
the period and in the manner stated in the DDA, the Agency at its option may declare a
termination in favor of the Agency ofthe title, and of all the rights and interest in the Property
conveyed by the Grant Deed to Developer, and that such title and all rights and interests of
Developer, and any assigns or successors in interest to and in the Property, shall revert to the
Agency-;- as provided in this Section 13.1. Such condition subsequent and any such revesting of
title in the Agency shall always be subject to and limited by the lien or security interest
authorized by the DDA, which shall include all of the NMTC Agreements, and any rights or
interests provided in the DDA for the protection of the Lenders; and shall not apply to indiyidual
parts or parcels of the Property on which the Project have been completed in accordance with the
DDA and for which a Certificate of Completion has been or is required to be issued as provided
in the DDA. Such condition subsequent shall conform to the provisions of Civil Code Sections
885.010 through 885.070.

13.1.1. RESALE OF REACQUIRED PROPERTY. Subject to continued compliance with the
NMTC requirements of the NMTC Agreements and the CDE during the NMTC compliance
period, upon any revesting oftide of the Property in the Agency, Agency shall use its best efforts
to resell the Property, as soon and in such manner as the Agency shall find feasible and
consistent with the objectives of the Redevelopment Plan and the Community Redevelopment
Law, to a qualified and responsible party, as determined by the Agency, who will assume the
obligation of completing the Project or such other improvements in their stead as shall be
satisfactory to the Agency. Upon such resale of the Property, the resale proceeds (after
repayment of any liens and encumbrances which have previously been approved by Agency in
writing) shall be applied as follows:

13.1.2. AGENCY REIMBURSEMENT. Said proceeds shall be paid first to Agency to
reimburse Agency for all costs and expenses incurred by the Agency, including legal costs,
attorney's fees and salaries of personnel, in connection with the recapture, management, and
resale of the Property (but less any net income derived by Agency from the Property after such
revesting); all taxes, assessments, and water and sewer charges with respect to the Property (or,
in the event the Property is exempt from such taxation or assessment during Agency's ownership,
an amount equal to such taxes, assessment, or charges (as determined by local assessing
authorities) as would have been payable if the Propert} were not so exempt); any payments
necessary to discharge any encumbrances or liens existing on the Property at the time of such
revesting or to discharge or prevent any subsequent encumbrances or liens due to obligations,
defaults, or acts of the Developer; any expenditures made or obligations incurred with respect to
completion of the Project; and any amounts otherwise owing the Agency by the Developer.

13.1.3. DEVELOPER REIMBURSEMENT. After payment to Agency of the sum specified
herein, said proceeds shall be paid to Developer to reimburse Developer in an amount not to
exceed: (1) the sum of the purchase price paid by Deyeloper for the Property and the cash
actually expended by it in actual construction of any ofthe Project (including\\lthout lirnitalion
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fees and expenses paid to any governmental agency on account of the Project, mitigation or

development fees, the costs and expenses of all third-party architects, engineers, or similar

design professionals, hard and soft costs of construction expended in construction of the Project,

and Lender's interest, loan fees and other fees and charges on account of the Loan); less (2) any

gains or income withdrawn or made by it from the DDA or the Property and any amounts,

including interest on loans, then due from Developer to Agency.

13.1.4. BAL.\NCE TO AGENCY. Any balance remaining after such reimbursements shall be

retained by the Agency as its property.

13.2. LIQUIDATED DAMAGES. IF DEVELOPER FAILS TO COMPLETE THE PURCHASE OF THE

PROPERTY AS PROVIDED IN THIS AGREEMENT BY REASON OF ANY DEFAULT OF DEVELOPER, AGENCY

SHALL BE RELEASED FROM AGENCY'S OBLIGAnON TO SELL THE PROPERTY TO DEVELOPER, AND

AGENCY MAY ALSO PROCEED AGAINST DEVELOPER UPON ANY CLAIM OR REMEDY THAT AGENCY

MAY HAVE IN LAW. IF THE PROPERTY HAS BEEN CONVEYED TO DEVELOPER, DEVELOPER HAS

COMl\flTED A DEFAULT SUFFICIENT FOR REVESTMENT OF THE PROPERTY UNDER SECTION 11.1, AND

DEVF.T .OPER HAS NOT VOLUNTARILY RECONVEYED THE PROPERTY TO AGENCY, AGENCY f\.IAY

REVEST THE PROPERTY OR TAKE ANY AVAILABLE ACTION TO RECONVEY THE PROPERTY TO THE

AGENCY. IN SUCH EVENT, AGENCY l\IAY ALSO PROCEED AGAINST DEVELOPER UPON ANY CLAIM OR

REMEDY THAT AGENCY MAY HAVE IN LAW OR EQUITY; PROVIDED, HOWEVER, THAT, BY INITIALING

THIS SECTION, DEVELOPER AND AGENCY AGREE THAT IN THE EVENT THAT DEVELOPER FAILS TO

PURCHASE THE PROPERTY: (A) IT WOULD BE Il\IPRACTICAL OR EXTREMELY DIFFICULT TO FIX

ACTUAL DAMAGES RELATED TO THE FAILURE TO PURCHASE THE PROPERTY; COSTS TO OBTAIN

RECONVEYANCE OF THE PROPERTY TO AGENCY; (B) AN AMOUNT EQUAL TO THE DEPOSIT SHALL

CONSTITUTE LIQUIDATED DAMAGES PAYABLE TO AGENCY ON ACCOUNT OF THE F.\ILURE TO

PURCHASE THE PROPERTY AND FOR AGENCY COSTS TO OBTAIN RECONVEYANCE OF THE PROPERTY

(WITHOUT LIMITING AGENCY'S RIGHTS TO RECOVERY DAMAGES OR SEEK ANY OTHER REMEDY FOR

ANY OTHER DEFAULT UNDER THIS DDA OR ITS CONSTITUENT DOCUl\1ENTS); (C) THE PAYMENT OF

THE LIQUIDATED DAMAGES TO AGENCY SHALL CONSTITUTE THE EXCLUSIVE REMEDY OF AGENCY

FOR THE FAILURE OF DEVELOPER TO PURCHASE THE PROPERTY; (D) AGENCY MAY RETAIN TIlE

DEPOSIT AS LIQUIDATED DAMAGES; AND (E) PAYl\1ENT OF THOSE SUMS TO AGENCY AS LIQUIDATED

DAMAGES IS NOT INTENDED AS A FORFEITURE OR PENALTY WITHIN THE MEANING OF CALIFORNIA

CIVIL CODE SECTIONS 3275 OR 3369, BUT INSTEAD, IS INTENDED TO CONSTITUTE LIQUIDATED

DAMAGES TO AGENCY PURSUANT TO SECTIONS 1671, 1676 AND 1677 OF THE CALIFORNIA CIVIL

CODE.

____ Developer's Initials

____ Agency's Initials

13.3. OTHER RIGHTS AND REMEDIES. Upon the occurrence of any default not subject to the

preceding liquidated damages provision, and the expiration of any applicable notice and cure

period without a cure having occurred within the specified cure period, the non-defaulting party

shall have the right to institute such actions as it may deem desirable to remedy a default of this

DDA as allowed under this DDA, at law or in equity.
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13.4. NONLIABILITY OF AGENCY OFFICIALS AND EMPLOYEES. No member, official or
employee of Agency shall be personally liable under this DDA to Developer, or any successor in
interest, in the event of any default or breach by Agency or for any amount which may become
due to Developer or its successors, or on any obligations under the terms of this DDA.

13.5. FEES AND COSTS ARISING FROM DISPUTE. If an action is commenced between the
parties, the Prevailing Party in that action shall be entitled to recover from the nonprevailing
party all reasonable attorney fees and costs, witness fees, arbitrator's fees, and court and
arbitration costs. "Prevailing Party" shall include without limitation a party who dismisses an
action in exchange for sums allegedly due; the party who receives performance from the other
party for an alleged breach of contract or a desired remedy where the performance is
substantially equal to the relief sought in an action; the party who receives any award for relief
through arbitration; or the party determined to be the prevailing party by a court of law.

14. ENCUMBRANCE OF PROPERTY AND LENDER PROTECTIONS. Before issuance of a
Certificate of Completion, if Developer has obtained Agency's prior written approval, which
approval Agency may withhold in exercise of its reasonable discretion and in consideration of
the cO""'n-'lc~c:a1ty ~~~no"'~ble p~~+e~+:o'" ~+ :+3 ~",+,,~os+s u"'d"" thl' C' DDA th" D..v..10 ........ m"yJ.luJ.J. .I J Ji J ....,Uo.") Ita. J.Vl. ""'-I .1.1 VL.1... ....1u.. \.o<.&."".. U. ""'.I.. .1.1.'" , U '-i "" ""'.1 .l-''''.&.... w.

obtain a Loan and encumber the Property as security for the Loan, provided either that the
proceeds of the Loan are used solely for construction of the Project improvements upon usual
and customary and commercially reasonable terms or that the Loan is permanent project
financing made upon usual and customary and commercially reasonable terms. Each lender shall
be a federal or state chartered financial institution, a pension fund, an insurance company or such
other lender which Agency may approve in writing in advance. After issuance ofa Certificate of
Completion, the Agency shall have no rights of approval regarding financing secured by the
Property. As a condition to Agency's approval of a Loan, Developer shall provide the Agency
with a conformed copy of all documents related to the Loan. Agency acknowledges that a
Lender will rely upon this DDA in making the Loan and that Agency's obligations under this
DDA are inducements to Lender's making of the Loan. To the extent that such approvals do not
materially change the Project, any such approvals under this section may be made by the
[Director/Adminstrator] of the Agency without the need for public comment or the approval of
the Agency Governing Board.

14.1. NOTICES. lfthe Agency gives any notice of default to Developer under this DDA, the
Agency shall contemporaneously give a copy of such notice to each CDE, Lender and other
party to the NMTC Agreements (each a "Notice Party") who has requested such notice in the
following form of request for notice at the address stated in such request for notice. Any such
default notice that is not so delivered to Notice Party shall not be effective or binding \\ith regard
to Notice Pa...'1y or othernrise affect Notice Party, but failure to deliver such default notice to
Notice Party shall not affect its validity with respect to Developer. Notice Party shall use the
following form for requesting notice:

[Date]
The undersigned, whose address for notices is stated immediately below its signature, does hereby

certify that it is a Notice Party as such term is defined in that certain Disposition and Development
Agreement dated as of June _,2011, between the Redevelopment Agency of the City of SacramenLo
and 700 Block, LLC ("DDA"). Notice Party requests, in accordance with the DDA, that if any default
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notice shall be given to Developer under the DDA, a copy of such default notice shall be given to Notice
Party.

[Notice Party Name and Address for Notice]

14.1.1 NOTICE PARTY NAME AND ADDRESS LIST. Prior to the Close of Escrow the
identities and contact information for each Notice Party shall be agreed to in by letter by the
Agency, Notice Parties and Developer.

14.2. ASSIGNMENTS AND TRANSFERS OF THE LOAN. Agency shall not be bound to recognize
any assignment of Lender's Loan of Notice Party's interest in the Project or related encumbrance
of the Property unless and until the applicable Notice Party has given Agency written notice of
the na.me a.Tld address of the assignee (and if more t.h.an one person is a.Tl assignee, t.he designated
name and address for notices). Thereafter, such assignee shall be considered a Notice Party with
respect to the Project.

14.3. NOTICE PARTY NOT OBLIGATED TO CONSTRUCT. Notwithstanding any of the
provisions of the DDA, Notice Party shall not be obligated by the provisions of the DDA to
construct or complete the Project. Nothing in this Section or any other provision of the DDA
shall be construed to permit or authorize Notice Party to devote the Property to any uses, or to
construct any improvements on the Property, other than those uses or improvements provided or
permitted in the DDA.

14.4. NOTICE PARTY'S OPTION TO CURE DEFAULTS. After any default of DeYeloper's
obligations under the DDA, each Notice Party shall have the right, at its option, to cure or
remedy such default, within the time for cure allowed to Developer, and to add the cost of such
cure to the debt and the lien secured by the Property. The Agenc} shall accept such performance
as if it had been performed by Developer; provided, hO'A:eYer, that such Notice Party shall not be
subrogated to the rights of the Agency by undertaking such performance. If the breach or default
relates to construction of the Project, however, Notice Party shall not undertake or continue the
construction of the Project (beyond the extent necessary to conserve or protect Project or
construction already made) unless Notice Party assumes, in writing satisfactory to the Agency,
Developer's obligations to complete the Project on the Property in the manner provided in the
DDA. Any Notice Party who properly completes the Project as provided in the DDA shall be
entitled, upon written request made to the Agency, to a Certificate of Completion from the
Agency in a manner provided in the DDA. Such certification shall mean that any remedies or
rights with respect to the Property that the Agency may have because of Developer's failure to
cure any default with respect to the construction of the Project on other parts of the Property, or
because ofany other default of the DDA by the Developer shall not apply to the part of the
Property to which such Certification relates. Nothing in this Section shall be deemed to limit,
modify or release any claim or remedy that the Agency may have against the Developer for such
default.

14.5. DEFAULT BY DEVELOPER. In the event of a default by Developer, Agency shall not
terminate this DDA unless and until the Agency has given notice to each Notice Party of such
default, and Notice Party has failed to cure such default.
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14.5.1. If such default cannot practicably be cured by the Notice Party without taking
possession of the Property, then the Schedule of Performances (and, therefore, the Agency's
right to terminate this DDA) shall be tolled if and so long as, all of the following are true: (a)
Notice Party has delivered to the Agency, prior to the date on which Agency is entitled to give
notice of termination of this DDA, a written instrument satisfactory to Agency in which Notice
Party or its designee unconditionally agrees that it will commence the cure of such default
immediately upon Lender or its designee taking possession of the Property and will thereafter
diligently pursue such cure to completion; provided, however, that neither the Notice Party nor
its designee shall be obligated to pay damages to the Agency on account of such default, except
to the extent of any monies due and unpaid from Developer; (b) Notice Party or its designee has
rights to obtain possession of the Property (including possession by receiver) through
foreclosure, deed in lieu of foreclosure or othenvise, and Notice Party or its designee promptly
commences and diligently proceeds to obtain possession of the Property; (c) if Notice Party is
prevented by court action or by any statutory stay from prosecuting foreclosure or other remedial
proceedings, that Notice Party is diligently seeking relief from such action or stay; and (d) upon
receiving possession of the Property, Notice Party or its designee promptly commences and
diligently proceeds to cure such default in accordance with this DDA.

14.5.2. From and after the cure of such Developer default, Notice Party or its designee is
not required to obtain possession or to continue in possession of the Property. Nothing in this
Section shall preclude the Agency from exercising any of its rights or remedies with respect to
Developer during any period of such forbearance.

14.6. FORECLOSURE. Foreclosure of any encumbrance securing the loan of any Notice Party,
or any sale under such encumbrance, whether by judicial proceedings or by virtue of any power
contained in such encumbrance, or any conveyance of the Property from the Developer to the
Notice Party or its designee through, or in lieu of, foreclosure or other appropriate proceedings in
the nature of foreclosure, shall not require the consent of the Agency. Upon such foreclosure,
sale or conveyance, the Agency shall recognize the resulting purchaser or other transferee as the
Developer under this DDA, provided that such purchaser or transferee expressly assumes each
and every obligation of the Developer under this DDA (except for the obligation to pay damages
except to the extent of any monies due and unpaid from Developer under this DDA) by
assumption agreement satisfactory to the Agency. If any Notice Party or its designee acquires
Developer's right, title and interest under this DDA as a result of a judicial or nonjudicial
foreclosure under any power contained in such encumbrance, or any conveyance of the Property
from the Developer to the Notice Party or its designee through, or in lieu of, foreclosure or other
appropriate proceedings in the nature of foreclosure, such Notice Party or its designee shall have
the right to assign or transfer Developer's right, title and interest under this DDA to an assignee;
provided, however, that the assignee or transferee shall thereafter be subject to all of the terms
and conditions of this DDA.

14.6.1 If Developer has defaulted under its obligations under the NMTC Agreements
resulting in the acceleration of those obligations by the CDE, the Agency shall have the right, but
not the obligation, to provide a replacement QALICB (which may be controlled by the Agency)
to acquire ownership of and title to the Project. Agency has thirty (30) days from receipt of
notice of such an acceleration to provide Notice Parties of Agency's intention to find a
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replacement QALICB. Agency shall have one hundred and eighty (180) days to provide a
replacement QALICB. The replacement QALICB and its acquisition of ownership and title to
the Project shall in a manner that will not cause a recapture of any NMTC as reasonably
determined by the CDE and NMTC investor.

14.7. MODIFICATIONS. No modification or amendment to the DDA which materially and
adversely affects a Notice Party's interest in the Property shall be valid and effective unless the
Notice Parties' written consent to such modification or amendment has first been obtained to the
extent such consent is required under the applicable NMTC Agreements, which consent shall not
be unreasonably withheld, conditioned or delayed.

14.8. FURTHER ASSURANCES TO NOTICE PARTIES. Agency and Developer shall in good faith
consider making such reasonable modifications to this DDA and executing such further
instruments and agreements between them as a Notice Party may reasonably request, provided
such modifications, instruments and agreements do not materially, adversely affect any party's
expectations or benefit, rights or obligations under this DDA and provided such modifications,
instruments, and agreements serve a material economic purpose.

14.9. ESTOPPEL CERTIFICATE. Any party may, at any time, request in writing of any other
party to certify in writing to and for the benefit of any Notice Party that, to the knowledge of the
certifying party, (i) this DDA is in full force and effect and a binding obligation of the parties;
(ii) this DDA has not been amended or modified, or, if so amended, identifying the amendments;
and (iii) the requesting party is not in default in the performance of its obligations under this
DDA, or, if in default, describing the nature and extent of any such defaults. A party receiving
such a request shall execute and return such certificate to the requesting party, or give a detailed
written response explaining why it will not do so, 'within ten (10) days following its receipt. The
Agency's designee shall be authorized to execute any such certificate requested by Developer
from the Agency.

14.10. PROHIBITIONS AGAINST ASSIGNMENT AND TRANSFER. In reliance on the financial
capability and experience of Developer, substantial public financing and other public aids have
been made available by law and by the federal and local governments to make development of
the Property possible.

14.10.1. The transfer or assignment, pursuant to this Section, requires the transferee or
assignee to execute and deliver to Agency a valid, binding, written assumption of all obligations
cfDeveloper. Such a transfer as permitted in t..~is Section 14.10 shall not relieve Developer, or
any other party bound in any way by the DDA, from any of its obligations under the DDA. With
respect to this provision, Developer and the parties signing the DDA on behalf of Developer
represent that they have the authority ofall of Developer's principals to agree to and bind them

14.10.2. Agency understands that Deyeloper, may include, associate with or otherwise
enter into a business relationship with an additional partner(s), which may result in the
establishment of a business entity for the purpose of implementing this DDA. Such entity must
be qualified to participate in the New Markets Tax Credit structure established for the
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implementation of the Project as contemplated by this DDA. A transfer to such an entity, in
which the 700 Block LLC (D&S Development and CFY DeYelopment as each exists at the
execution of this DDA. ), maintains the controlling and managing interest is permitted herein.
The transfer or assignment, pursuant to this Section, requires the transferee or assignee to
execute and deliver to Agency a valid, binding, written assumption, as approved by Agency
Counsel, of all obligations of Developer-:-, but shall not require the approval of the Agency Board
of Directors or any public hearing. Such a transfer as permitted in this Section shall not relieve
DeYeloper, or any other party bound in any way by this DDA, from any of its obligations under
this DDA.

14.10.3 Any other assignment or transfer vdthout the adyance ~Titten consent of the
Agency shall be prohibited. Developer shall not, prior to issuance of a Certificate of
Completion, assign DeYeloper's interests or obligations under this DDA or undertake any act or
transaction resulting in a significant change in the interests of the principals ofDeveloper or the
degree of their control of Developer without the prior written consent of Agency. With respect
to this provision, the Developer and the parties signing this DDA on behalf of the DeYeloper
represent that they have the authority of all ofDeveloper's principals to agree to and bind them
to this provision.

15. CONCURRENT AGREEMENTS. The following agreements are to be executed and delivered
to each party at Close ofEscrow:

15.1. REGULATORY AGREEMENT-PROJECT. Two Regulatory Agreements shall be recorded
against the Property: a commercial regulatory agreement and a residential regulatory agreement.
The Regulatory Agreements are in the form of Exhibit 5: Regulatory Agreements. Each
Regulatory Agreement sets out certain provisions ofthis DDA which shall survive the completion
of the Improvements.

16. DOCUMENT INTERPRETATION. This DDA shall be interpreted in accordance with the
following rules.

16.1. ENTIRE DDA; SEVERABILITY. This DDA integrates all of the terms and conditions
related or incidental to its subject marter, and supersedes all negotiations or previous agreements
between the parties with respect to its subject matter. If any term or provision of this DDA shall,
to any extent, be held invalid or unenforceable, the remainder of this DDA shall not be affected;
provided that the intent of the DDA may then be reasonably fulfilled.

16.2. WAIVERS AND AMENDMENTS. All waivers of the provisions of this DDA must be in
writing and signed by Agency or Developer, as applicable, and all amendments to this DDA
must be in writing and signed by Agency and Developer. Any delay by Agency in asserting any
rights under this Section shall not operate as a waiver of such rights or to deprive Agency of or
limit such rights in any way. Any waiver in fact made by Agency with respect to any specific
default by Developer under this Section shall not be considered as a waiver of the rights of
Agency with respect to any other defaults by Developer under this Section or with respect to the
particular default except to the extent specifically waived in writing. It is the intent of the parties
that to the extent the NMTC Agreements require or contemplate clarifications or revisions to this
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DDA and any related agreements, proyided that such clarifications or revisions do not materially
change the Project or economics as contemplated by this DDA, that such clarifications or
revisions shall to the greatest extent possible be implemented by separate implementation
agreement approved by Agency Counsel and the Executive Director without the need for public
hearing or approval by the Agency Goyerning Board.

16.3. CAPTIONS, GENDER AND NUMBER. The section headings, captions and arrangement of
this DDA are for the convenience of the parties to this DDA. The section headings, captions and
arrangement of this instrument do not in any way affect, limit, amplify or modify the terms and
provisions of this DDA. The singular form shall include plural, and vice versa, and gender
references shall be construed to include all genders.

16.4. DRAFTER. This DDA shall not be construed as if it had been prepared by one of the
parties, but rather as if both parties have prepared it. Unless otherwise indicated, all references to
sections are to this DDA. All exhibits referred to in this DDA are attached to it and incorporated
in it by this reference.

16.5. MERGER. All of the terms, pro-dsions, representations, warrallties, a.'1d covenants of the
parties under this DDA shall survive the Close of Escrow and shall not be merged in the Grant
Deed or other documents.

16.6. TIME FOR PERFORMANCE. In determining time for performance, it shall be construed
that Agency and Developer shall each do the actions required of them, promptly and when
specified in this DDA, and that each action specified in the Schedule ofPerformances shall be
performed by the responsible party on or before the date scheduled for its completion.

16.7. GOVERNING LAW. This DDA shall be governed and construed in accordance with
California law.

16.8. No JOINT VENTURE, PARTNERSHIP, OR OTHER RELATIONSHIP. Nothing contained in
this DDA or in any other document executed in connection with this DDA shall be construed as
creating a joint venture or partnership between Agency and Developer. Each Party is acting as an
independent entity and not as an agent of the other in any respect. No relationship exists as
between Agency and Developer other than that of a governmental entity regulating the
development ofprivate property, and the o'\\ner of such private property.

16.9. No THIRD PARTIES BENEFITED. This DDA is made and entered into for the sole
protection and benefit of the parties and their permitted successors and assigns, and no other
Person will have any right of action or any rights to any property, benefits or funds at any time
on deposit in the Construction Account or the Impound Account, if established.

16.10. INSPECTION OF BOOKS AND RECORDS. Agency has the right, at all reasonable times,
to inspect the books and records of Deyeloper regarding the Property as reasonably necessary to
carry out its purposes under this DDA.
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16.11. OWNERSHIP OF DATA. If this DDA is terminated, for any reason, prior to the
completion of the Project, Developer shall deliver to Agency any and all data acquired for
development ofthe Property. Agency shall have full ownership and rights to use such data.

16.12. NOTICES. All notices to be given under this DDA shall be in ~Titing and sent to the
following addresses by one or more of the following methods:

16.12.1. Addresses for notices are as follows:

a) Agency: Redevelopment Agency of the City of Sacramento, 801 12th Street,
Sacramento, California 95814, Attention: Portfolio Management.

b) Developer: 700 Block, LLC:

1) CFY Development Inc., 1006 4th Street, Suite 701, Sacramento, CA 95814
Attn: Ali Youssefi.

2) D & S Development, 1329 H Street, Sacramento, CA 95814. Attn: Bay
Miry

16.12.2. Notices may be deliyered by one 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 o\'ernight courier, by priority overnight service, in which
case notice shall be deemed delivered one (1) business day after deposit with that courier;

c) Hand delivery 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 party, in which
case notice shall be deemed deli\'ered upon receipt, or

d) Telecopy or facsimile, 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 (1) business day after
transmittal by telecopier, provided that a transmission report is automatically generated by the
te1ecopier reflecting the accurate transmission oflhe notices to receiving party at the "Fax
Number" given in the Escrow Attachment or to such other address as Developer or Agency may
respectively designate by written notice to the other.

16.13. SUCCESSORS. This DDA shall inure to the benefit ofand shall be binding upon the
parties to this DDA and their respective successors, and assigns.

17. DEFINITIONS. The following definitions shall apply for the purposes of this DDA:
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17.1. "Agency" is the Redevelopment Agency of the City of Sacramento. The Agency is a
public body, corporate and politic, exercising governmental functions and powers, and organized
and existing under the Community Redevelopment Law of the State of California. This DDA
and the Agency's obligations hereunder are those of the Redevelopment Agency as defined
herein and are not those of the City or any other public or private person or entity. The principal
office of the Agency is located at 801 12th Street, Sacramento, California 95814. Agency as
used in this DDA includes the Redevelopment Agency of the City of Sacramento and any
assignee of or successor to its rights, powers and responsibilities.

17.2. "Art in Public Places Program" is the commonly used name for the program
implementing Agency's Aesthetic Improvement Policy. Aesthetic Improvement Policy is
Agency's policy for the creation and display of artwork in public areas. The policy was adopted
by Agency Resolution Number 2865, October 16, 1979. The policy as implemented is known as
the Art in Public Places Program.

17.3. "Certificate of Completion" is the certificate issued by the Agency certifying
Developer's completion of the Project and termination of the revestment provisions.

17.4. "City" is the City of Sacramento in the State of California.

17.5. "Close ofEscrow" is the time for the close of the Escrow as provided in the Escrow
Instructions.

17.6. "Contractor" is the contractor or contractors with whom Developer has contracted for
the construction of the Project.

17.7. "Completion Date" is the date for completion of construction of the Project to the
satisfaction of the Agency, which date shall be not sooner than the issuance of a certificate of
occupancy for the entire Project. The Completion Date is stated in the Schedule of
Performances.

17.8. "DDA" is this Disposition and Development Agreement including the attachments to
this DDA consisting ofthe exhibits named in and attached to this DDA, the Preliminary Plans
the Final Plans and any other item expressly incorporated in this DDA, all of which are
incorporated in this DDA as if included in full as provisions in the body of this DDA. A default
of any of the items incorporated in the DDA by reference is a default of this DDA.

17.9. "Developer" is 700 Block, LCC, a limited liability corporation. The principal office of
the Developer is located at 1006 4th Street, Suite 701, Sacramento, California 95814. The
principals ofDeveloper are Bay Miry and Ali Youssefi.

17.10. "Escrow" is the escrow for the transfer of the Property and for all requirements related
to the transfer. The Title Company is the holder of the Escrow.

17.11. "Escrow Instructions" are the escrow instructions for the close of the Escrow for this
DDA.
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17.12. "Final Plans" are the full and final plans, drawings and specifications for the Project as
described in, and approved by the Agency under this DDA. The Final Plans include all
construction plans, drawings, specifications and other documents required to obtain all required
building permits for the construction of the Project. The Final Plans may refer, as the context
may indicate, to partial Final Plans prepared and submitted in accordance "'lth this DDA. The
Final Plans shall incorporate all applicable mitigation measures which may be required for
compliance with approvals under the California Environmental Quality Act (commencing at
Public Resources Code Section 21000) and the rules and regulations promulgated under such act.
The Final Plans shall specifically include changes or corrections of the Final Plans approved as
provided in this DDA. The Final Plans shall include all landscaping, on~ and off-site work and
a.."1work related to the Project. Except as approved by the Agency, the Final Plans shall conform
in all material respects to all provisions of this DDA.

"Funding Agreement" is the document that states the terms of Agency Funding.

17.13. "Grant Deed" is the grant deed for the transfer of the Property to Developer under this
DDA. The Gra..'lt Deed contains cO\'enants that run ,vith the la..'1d, easements and a reverter
provision. The Grant Deed is attached hereto as Exhibit 4: Grant Deed.

17.14. "Hazardous Substances" as used in this DDA shall include, without limitation to, all
substances, wastes and materials designated or defined as hazardous or toxic pursuant to any of
the following statutes, as they may be amended or superseded, from time to time: the Clean
Water Act (33 U.S.C. '1321 et. seq.); the Comprehensive Enyironmental Response,
Compensation and Liability Act of 1980 (42 U.S.C. '9601 et seq.); the Resource Conservation
and Recovery Act (42 U.S.C. '6901 et seq.); the United States Department of Transportation
Hazardous Materials Table (49 CFR 172.101); the Environmental Protection Agency list of
hazardous materials (40 CFR Part 302) and California Health and Safety Code Sections 25115,
25117,25122.7,25140 (Hazardous Waste Control Law), 25316 (Carpenter-Presley-Tanner
Hazardous Substances Account Act), 25501 (Hazardous Materials Release Response Final Plans
and Inventory) and 25281 (Underground Storage ofHazardous Substances); all applicable local
regulations; and all rules and regulations promulgated pursuant to said laws.

17.15. "Lender" shall mean all holders of any lien or encumbrance as security for a loan on
all or any part of the Property which loan is made in accordance with this DDA or otherwise
approved by Agency in writing.

17.16. "Plans" are the Project designs and elevations, prepared by the Project architect
Kuchman Architects PC and dated May 3, 2011, a portion of which (consisting of various
elevations) is attached to the staff report for approyal of this DDA. Agency has approved the
Plans conculTently with the approYal of this DDA.

17.17. "Project" is the development of the Property as described in this DDA for the uses
stated in this DDA. The Project includes all improvements rehabilitated and constructed on the
Property in accordance with this DDA.
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17.18. "Project Area" is the Merged Downtown Sacramento Area, as defined in the
Redevelopment Plan.

17.19. "Property" is the real property to be developed under this DDA by Developer, as more
particularly described in the Property Description. The Property includes all improvements
contained within the Property.

17.20. "Property Description" is the legal description of the various parcels of real property
affected by this DDA. The Property Description is attached as Exhibit 1: Property
Description.

17.21. "Purchase Price" is the purchase price for the Property as set out in Section 3.

17.22. "Redevelopment Plan" is the redeYelopment plan for the Project Area (as it may be
amended from time to time)

17.23. "Regulatory Agreements" are the agreements, which set out the certain provisions of
this DDA that shall survive the completion of the Project. The Regulatory Agreements, one for
the residential units and one for the non r-residential space are attached as Exhibit 5:
Regulatory Agreements.

17.24. "Schedule ofPerformances" is the schedule that establishes the dates by which
obligations of the parties under this DDA must be perfcnned and on which conditions must be
satisfied. The Schedule of Performances is attached as Exhibit 2: Schedule of Performances.

17.25. "Scope of Development" is the detailed description of the construction parameters for
the Project. The Scope ofDevelopment is attached as Exhibit 3: Scope of Development.

17.26. "Title Company" is First American Title Insurance Company. Title Company is the
insurer of title under this DDA and the Escrow holder. The Title Company address is 1610
Arden Way, Suite 101, Sacramento, California 95815.

17.27. "Unavoidable Delay" is a delay in the performance by a party of any obligation which
delay is unforeseeable and beyond the control of such party and without its fault or negligence.
Unavoidable Delay shall include acts of God, acts of the public enemy, acts of the Federal
Government, acts of the other party, fires, floods, epidemics, quarantine restrictions, strikes,
freight embargoes, and unusually severe weather (as for example, floods, tornadoes, or
hurricanes) or delays of subcontractors due to such causes. In the event of the occurrence of any
such enforced delay, the time or times for performance of such obligations of the parties shall be
extended for the period of the enforced delay, as determined by the Agency, proyided that the
party seeking the benefit of the proyisions of this Section shall, within thirty (30) days after it has
or should have knowledge of any such enforced delay, have first notified the other party, in
writing, of the delay and its cause, and requested an extension for the period of the enforced
delay.
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THE PARTIES HAVE EXECUTED THIS DDA in Sacramento, California, on the following dates,
effective as of the date first written aboye.

DEVELOPER: 700 BLOCK, LLC, A
California limited liability company

By: _
Cyrus Youssefi, Member

By: _
Ali Youssefi, Member and Manager

By: _
David Miryabianeh, Member

By: _
Behroze Miryabianeh, Member and
Manager

By: _
Steve Lebastchi, Member

Approved as to form:

Developer Counsel

[NOTARIZED ACKNOWLEDGEMENTS]

AGENCY: THE REDEYELOPMENT AGENCY
OF THE CITY OF SACRAMENTO

By:

LaShelle Dozier, Executive Director

Date: -----

Approved as to form:

Agency Counsel
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EXHIBIT 1

Legal Description

Real property in the City of Sacramento, County of Sacramento, State of California, described as
follows:

THE NORTH 100 FEET OF THE WEST 40 FEET OF LOT 1, IN THE BLOCK BOUNDED BY "K" AND
"L", 7TH AND 8TH STREETS, OF THE CITY OF SACRAMENTO, ACCORDING TO THE MAPS OR
PLAN THEREOF.

APN: 006-0096-002

Real property in the City of Sacramento, County of Sacramento, State of California, described as
follows:

THE NORTH 120 FEET IN DEPTH OF LOT 1, IN THE BLOCK BOUNDED BY 7TH AND 8TH, "K"
AND ilL" STREETS OF THE CITY OF SACRAMENTO, ACCORDING TO THE OFFICIAL PLAT
THEREOF; EXCEPTING THEREFROM THE WEST 40 FEET IN WIDTH OF THE NORTH 100 FEET IN
DEPTH OF SAID LOT 1; ALSO EXCEPTING THEREFROM SO MUCH THEREOF AS LIES WITHIN
THE BOUNDARIES OF THE FOLLOWING DESCRIBED PARCEL; BEGINNING AT A POINT ON THE
NORTHERLY OR OUTER FACE OF A BUILDING WALL FROM WHICH THE NORTHERLY CORNER
COMMON TO LOTS 1 AND 2, "K" AND "L", 7TH & 8TH STREETS BEARS SOUTH 19°31'30" WEST,
0.74 FEET OF A FOOT AND THE INTERSECTION OF THE CENTER LINE OF "K" STREET WITH
THE CENTER LINE OF 7TH STREET, AS ESTABLISHED BY THE CITY ENGINEER OF THE CITY OF
SACRAMENTO, BEARS NORTH 19°31'30" EAST 39.26 FEET TO THE CENTER LINE OF "K"
STREET; AND THENCE NORTH 70°29'20" WEST 120.84 FEET ALONG SAID CENTER LINE;
THENCE FROM SAID POINT OF BEGINNING SOUTH 19°31'30" WEST 0.74 OF A FOOT TO THE
NORTHERLY CORNER COMMON TO SAID LOTS 1 AND 2; THENCE CONTINUING SOUTH
19°31'30" WEST 160.26 FEET ALONG THE LINE COMMON TO SAID LOTS 1 AND 2 TO THE
SOUTHERLY CORNER COMMON THERETO; THENCE NORTH 70°28'40" WEST 1.26 FEET ALONG
THE SOUTHERLY LINE OF SAID LOT 1; THENCE NORTH 19°3' EAST 0.02 OF A FOOT TO THE
SOUTHWEST CORNER OF A BRICK BUILDING; THENCE ALONG THE WESTERLY FACE OF WALL
OF SAID BUILDING, FOLLOWING THE OFF-SETS THEREIN, THE FOLLOWING 17 COURSES:
NORTH 19°3' EAST 19.24 FEET; THENCE NORTH 19°32' EAST 27.52 FEET; THENCE NORTH
19°8' EAST 6.21 FEET; THENCE NORTH 70°28' WEST 0.36 OF A FOOT; THENCE NORTH 19°4'
EAST 1.20 FEET; THENCE SOUTH 70°28' EAST 0.37 OF A FOOT; THENCE NORTH 19°26' EAST
21.50 FEET; THENCE NORTH 70°28' WEST 0.36 OF A FOOT; THENCE NORTH 20°52' EAST 1.80
FEET; THENCE SOUTH 70°28' EAST 0.36 OF A FOOT; THENCE NORTH 20°10' EAST 9.11 FEET;
THENCE NORTH 70°28' WEST 0.37 OF A FOOT; THENCE NORTH 19°32' EAST 14.40 FEET;
THENCE NORTH 20°57'10" EAST 19.11 FEET; THENCE NORTH 19°30'35" EAST 39.56 FEET;
THENCE SOUTH 70°31' EAST 0.57 OF A FOOT; THENCE NORTH 19°31'30" EAST 1.35 FEET TO
THE NORTHWEST CORNER OF SAID BUILDING; THENCE SOUTH 70°29' EAST 0.69 OF A FOOT
TO THE POINT OF BEGINNING, AND BEARINGS HEREIN SET FORTH, BEING REFERRED TO AN
ASSUMED MERIDIAN BY WHICH THE CENTER LIEN OF 7TH STREET BETWEEN "K" AND "L"
STREETS, AS ESTABLISHED BY SAID CITY ENGINEER BEARS NORTH 19°30' EAST AS
DESCRIBED IN QUIT CLAIM DEED FROM SIMON, HORNSTEIN AND MABLE HORNSTEIN, HIS
WIFE, TO R.W. STOVALL DATED SEPTEMBER 30, 1937, RECORDED DECEMBER 5, 1937, IN
BOOK 659 OF OFFICIAL RECORDS, PAGE 309, SACRAMENTO COUNTY RECORDS.

APN: 006-0096-003

Real property in the City of Sacramento, County of Sacramento, State of California, described as
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follows:

THE WEST V2 OF lOT 2, IN THE BLOCK BOUNDED BY "7TH" AND 8"TH", "K" AND "l" STREETS
OF THE CIlY OF SACRAMENTO, ACCORDING TO THE OFFICIAL MAP OR PLAT OF SAID cm.

APN: 006-0096-004

Real property in the City of Sacramento, County of Sacramento, State of California, described as
follows:

THE EAST HALF OF lOT 2 IN THE BLOCK BOUNDED BY "K" AND "l", SEVENTH AND EIGHTH
STREffi, IN THE OlY OF SACRAMENTO, ACCORDING TO THE OFFICIAL MAP OR PLAN OF
SAID CIlY, BEING MORE PARTICULARLY DESCRIBED AS FOllOWS:
COMMENONG ON THE SOUTH LINE OF K STREET OF SAID CIlY OF SACRAMENTO AT A POINT
lOCATED SOUTH 19°30' WEST 39.99 FEET AND SOUTH 70°29'20" EAST 161.23 FROM THE
INTERSECTION OF THE CENTER LINE OF SEVENTH STREET OF SAID OlY OF SACRAMENTO
WITH THE CENTER LINE OF SAID K STREET AND RUNNING THENCE FROM SAID POINT OF
COMMENCEMENT SOUTH 70°29'20" EAST 40.41 FEET TO THE NORTHEASTERLY CORNER OF
SAID lOT 2; THENCE SOUTH 19°33' WEST ALONG THE EASTERLY LINE OF SAID lOT 2 A
DISTANCE OF 16028 FEET TO THE NORTH LINE OF AN ALLEY; THENCE NORTH 70°28'40"
WEST ALONG THE NORTH LINE OF SAID AllEY A DISTANCE OF 40.38 FEET TO A POINT;
THENCE NORTH 19°32'15" EAST A DISTANCE OF 160.27 FEET TO THE POINT OF
COMMENCEMENT.

APN: 006-0096-005

Real property in the City of Sacramento, County of Sacramento, State of California, described as
follows:

THE WEST ONE-QUARTER OF lOT 3 IN THE BLOCK BOUNDED BY "K" AND "l", 7TH AND 8TH
STREffi OF THE CITY OF SACRAMENTO, ACCORDING TO THE MAP OF PLAN THEREOF.

APN: 006-0096-006

Real property in the City of Sacramento, County of Sacramento, State of California, described as
follows:

THE WEST HALF OF THE EAST HALF AND THE EAST HALF OF THE WEST HALF OF lOT 3, IN
THE BLOCK BOUNDED BY "K" AND "l", 7TH AND 8TH STREETS OF THE CITY OF SACRAMENTO,
ACCORDING TO THE MAP OF PLAN THEREOF.

APN: 006-0096-007

Real property in the City of Sacramento, County of Sacramento, State of California, described as
follows:

PARCEL NO. i
THE EAST ONE-QUARTER OF lOT 3 AND THE WEST ONE-QUARTER OF lOT 4 IN THE BLOCK
BOUNDED BY "K" AND "l" 7TH AND 8TH STREETS OF THE CITY OF SACRAMENTO, ACCORDING
TO THE MAP OR PLAN THEREOF.

PARCEL NO.2
THE EAST THREE-QUARTERS OF THE SOUTH ONE-HALF OF lOT 4 IN THE BLOCK BOUNDED BY
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"K" AND "L", 7TI-1 AND 8TH STREETS OF THE CITY OF SACRAMENTO, ACCORDING TO THE MAP
OR PLAN THEREOF, DESCRIBED AS FOLLOWS: BEGINNING AT THE SOUTHEAST CORNER OF
SAID LOT 4 (SAID POINT BEING THE POINT OF INTERSECTION OF THE NORTHERLY LINE OF A
20 FOOT ALLEY AND THE WESTERLY LINE OF 8TH STREET), AND RUNNING THENCE
NORTHERLY ALONG THE EASTERLY LINE OF SAID LOT 4, (BEING THE WESTERLY LINE OF 8TH
STREET) 80.145 FEET TO THE NORTHEAST CORNER OF THE SOUTH ONE-HALF OF SAID LOT 4:
THENCE WESTERLY ALONG THE LINE DIVIDING THE NORTH ONE-HALF FROM THE SOUTH
ONE-HALF OF SAID LOT 4, 60.59 FEET TO THE POINT OF INTERSECTION WITI-I THE WEST
LINE OF THE EAST, THREE-QUARTERS OF LOT 4; THENCE SOUTHERLY ALONG THE WEST LINE
OF THE EAST THREE-QUARTERS OF SAID LOT 4; 80.135 FEET TO THE INTERSECTION OF SAID
LINE WITH THE SOUTH LINE OF SAID LOT 4 (BEING THE NORTH LINE OF SAID 20 FOOT
ALLEY); THENCE EASTERLY, ALONG THE SOUTH LINE OF SAID LOT 4 AND THE NORTH LINE OF
SAID ALLEY, 60.56 FEET TO THE POINT OF BEGINNING.

APN: 006-0096-008

Real property in the City of Sacramento, County of Sacramento, State of California, described a!;
follows:

THE NORTH ONE-HALF OF THE WEST ONE-HALF OF THE EAST ONE-HALF AND THE NORTH
ONE-HALF OF THE EAST ONE-HALF OF THE WEST ONE-HALF OF LOT 4 IN THE BLOCK
BOUNDED BY "K" AND "L", 7TH AND 8TH STREETS OF THE CITY OF SACRAMENTO, ACCORDING
TO THE MAP OF PLAN THEREOF.

APN: 006-0096-009

Real property in the City of Sacramento, County of Sacramento, State of California, described as
follows:

THE EAST ONE-QUARTER (E V4) OF THE NORTH ONE-HALF (N 112) LOT NUMBER FOUR (NO.4)
IN THE BLOCK OR SQUARE BOUNDED BY "K" AND "L" STREETS AND SEVENTH (7TH) AND
EIGHTH (8TH) STREETS OF SAID CITY OF SACRAMENTO ACCORDING TO THE OFFICIAL MAP
OR PLAT THEREOF.

APN: 006-0096-010

Real property in the City of Sacramento, County of Sacramento, State of California, described as
follows:

BEGINNING AT A POINT ON THE NORTHERLY OR OUTER FACE OF A BUILDING WALL, FROM
WHICH THE NORTHERLY CORNER COMMON TO LOTS 1 AND 2 IN THE BLOCK BOUNDED BY "K"
AND "L"! "7TH" AND "8TH" STREETS OF THE CITY OF SACRAMENTO! ACCORDING TO THE MAP
OR PLAN THEREOF, BEARS SOUTH 19 DEG. 31. 30" WEST 0.74 FEET AND THE INTERSECrION
OF THE CENTER LINE OF "K" STREET WITH THE CENTER LINE OF "7TH" STREET, AS
ESTABLISHED BY THE CITY ENGINEER OF THE CITY OF SACRAMENTO, BEARS NORTH 19 DEG.
31. 30" EAST 39.26 FEET TO THE CENTER LINE OF "K" STREET AND THENCE NORTH 70 DEG.
29. 30" 'yVEST 120.84 FEET ALONG SAID CENTER LINE; THENCE FROivj SAID POINT OF
BEGINNING, SOUTH 19 DEG. 31. 3D" WEST 0.74 FEET TO THE NORTHERLY CORNER COMMON
TO SAID LOTS 1 AND 2; THENCE CONTINUING SOUTH 19 DEG. 31. 30" WEST 160.26 FEET
ALONG THE LINE COMMON TO SAID LOTS 1 AND 2 TO THE SOUTHERLY CORNER COMMON
THERETO; THENCE NORTH 70 DEG. 28. 40" WEST 1.26 FEET ALONG THE SOUTHERLY LINE OF
SAID LOT 1; THENCE NORTH 19 DEG. 03. EAST 0.02 FEET TO THE SOUTHWEST CORNER OF A
BRICK BUILDING; THENCE ALONG THE WESTERLY FACE OF THE WALL OF SAID BUILDING,
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FOLLOWING THE OFFSITS THEREIN, THE FOLLOWING SEVENTEEN COURSES: NORTH 19 DEG.
03. EAST 19.24 FEET; NORTH 19 DEG. 32. EAST 27.52 FEET; NORTH 19 DEG. 03. EAST 6.21
FEET; NORTH 70 DEG. 28. WEST 0.36 FEET; NORTH 19 DEG. 04. EAST 1.20 FEET; SOUTH 70
DEG. 28. EAST 0.37 FEET; NORTH 19 DEG. 26. EAST 21.50 FEET; NORTH 70 DEG. 28. WEST
0.36 FEET; NORTIi 20 DEG. 52. EAST 1.80 FEET; SOUTH 70 DEG. 28. EAST 0.36 FEET; NORTH
20 DEG. 10. EAST 9.11 FEET; NORTH 70 DEG. 28. WEST 0.37 FEET; NORTH 19 DEG. 32. EAST
14.40 FEET; NORTH 20 DEG. 57. 10" EAST 19.11 FEET; NORTH 19 DEG. 30. 35" EAST 39.56
FEET; SOUTH 70 DEG. 31. EAST 0.57 FEET; NORTH 19 DEG. 31. 30" EAST 1.35 FEET TO A
NORTHWEST CORNER OF SAID BUILDING; THENCE SOUTH 70 DEG. 29. EAST 0.69 FEET TO
THE POINT OF BEGINNING. EXCEPTING THEREFROM THAT PORTION OF SAID REALlY LYING
WITHIN THE EXTERIOR BOUNDARIES OF THE SOUTH 40 FEET OF LOT 1, IN THE BLOCK
BOUNDED BY "K" AND "l", "7TIi" AND "8TH" STREETS OF THE CIlY OF SACRAMENTO.

APN: 006-0096-018

Real property in the City of Sacramento, County of Sacramento, State of California, described as
follows:

THE SOUTH 40 FEET OF LOT 1 IN THE BLOCK BOUNDED BY "7TH" AND "8lH", "K" AND "l"
STREETS OF THE CIlY OF SACRAMENTO, ACCORDING TO THE OFFICIAL MAP OR PLAT OF SAID
CITY.

APN: 006-0096-019
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EXHIBIT 2

Schedule of Performances

Tentative Dates

June 2011

December 2011

January 2012

December 2013

June 2014

Activity

City Council, City Redevelopment Agency and Sacramento City
Financing Authority approve Disposition and Development Agreement
and Funding Commitment

Secures funding for the project and Developer closes on construction
financing

Construction begins

Construction completed

Project units placed in service

In the event the funding for the project is not secured by December 2011, the following Schedule
of Performances will apply:

'}'entative Dates

June 2011

December 2012

January 2013

December 2014

June 2015

Activity

City Council, City Redevelopment Agency and Sacramento City
Financing Authority approve Disposition and Development Agreement
and Funding Commitment

Secures funding for the project and Developer closes on construction
financing

Construction begins

Construction completed

Project units placed in service
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EXHIBIT 3

Scope of Development

The project will be constructed in compliance with all Sacramento Housing and Redevelopment
Agency Rental Property Minimum Construction Standards.

SCOPE OF WORK - NEW CONSTRUCTION

The new construction portion of the 700 Block ofK Street Project is a mid-rise building which
contains 122 residential units of the project's total 137 units. The residential units are over a two
story parking structure alld retail space. A concrete podiu..'TI win separate the parking and retail
structure from the five-leyel wood-framed apartment building.

The project site covers approximately 1.175 acres and is bordered by a 20~foot wide alley and
the existing Greyhound bus depot to the south, 7th Street to the west, the existing 700 Block of K
Street Mall to the north, and 8th Street to the east. The new mid-rise building will be constructed
after the removal of a portion of the existing structures along the alley.

Parking Structure:
The base of the new building will be a 91-space, two-level parking garage with one parking level
below grade and the other parking level aboye grade. The garage will also provide shelter for
bicycle and motorcycle parking, spaces for booster pumps for domestic and fire water, utility
meters, and a trash and recyclables area connected by refuse chutes from each of the apartment
levels above. A retail space ofabout 3,350 sf is located on the south - east corner of the first
floor (ground level).

Apartments:
The mid-rise building contains 122 of the project's 137 total apartments. Of these 122 units, 39
are studios, 76 are one-bedroom apartments and 7 are two-bedroom apartments. The apartments
will all be designed with sustainable materials. The top level of the mid-rise building includes 19
apartment units that have mezzanine le'vels.

On the second leyel of the project adjacent to the interior of the new mid-rise building will be a
5,069 square-foot roof garden. Apartments on the interior of the ne\\ building will have views of
this roof area. At the rooflevel on the east side of the mid-rise building will be an additional
1,733 square-foot roof garden. The new building also includes community facilities for the
apartment residents.

Construction Type:
The parking structure is Type lA cast-in-placc concrete construction over concrete mat
foundation. The top of this structure would be a concrete podium.

On the concrete podium will be the new residential units, five-level wood-framed apartment
building of Type IlIA construction.
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SCOPE OF WORK - REHAB CONSTRUCTION

The rehab portion of the 700 Block of K Street Project consists of rehabilitation of the existing
block of nine buildings. The scope of work includes rehabilitation of the commercial and
residential area of the existing buildings as well as converting some of the existing basement area
to storage or commercial use. Rehabilitation of the commercial spaces includes structural,
mechanical, electrical, and code upgrade. There will be a total of 12 retail spaces and 15
residential units. Amenities in the rehab portion of the project include a community room, lobby
entry, and laundry room.

Commercial:
• Structural upgrade of the existing buildings.
• New / upgrade plumbing, mechanical/HVAC, and electrical.
• Fire Sprinkler system.
• Repair and repaint exterior and interior of the building.

Repair and replacement of walls, doors, finishes as needed.
• Historic Preservation as required.

Residential:
• New framing, drywall, doors, and rough work per architectural plans and narratiyes.
• New plumbing, mechanical / HVAC and electrical system.
• New fire sprinkler system.
• New elevator and/or restore existing elevator to provide entry, basement, and ground

floor access.
• Remodel basement into laundry and access to garage parking.
• Repaint exterior and interior of the building.
• Replace the roof and repair dO,"-l1SpoutS.
• New hallway lighting, unit, and exterior lighting.

• Restore / replace all windows to operating condition with new sash and glazing as
needed.

• New window coverings.
• Restore and replace doors & hardware as needed.
• Historic Preservation as required.
• Install site and common space security lighting and web based security cameras "\1\-ill be

provided.
• New monument, building, ADA, and unit signage.
• New awnings.
• Repair and Replace siding, moisture barrier, and insulation as needed. Brick work and

plaster shall be repaired and replaced as needed.
• Removal I abatement of Hazardous material.
• Repair and replacement ofdry rot lumbers.
• Structural and seismic upgrade.
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EXHIBIT 4

Grant Deed

NO FEE DOCUMENT:
Entitled to free recording
per Government Code 27383.
Recording Requested by the

SACRAMENTO HOUSING AND
REDEVELOPMENT AGENCY
801 12th Street Sacramento, California 95814

Attention: Joel Riphagen

Mail Tax Statements to:

DRAFT GRANT DEED

(WITH REVESTMENT PROVISIONS, COVENANTS, RESTRICTIONS AND RESERVATIONS)

For valuable consideration, receipt of which is hereby acknowledged,

THE REDEVELOPMENT AGENCY OF THE CITY OF SACRAMENTO, a public body, corporate and
politic, of the State of Califomia (the "Grantor"), acting to carry out the Redeyelopment Plan,
(the "Redevelopment Plantl

), for the Redevelopment Project known as the Merged Downtown
Project Area, the ("Project"), under the Community Redevelopment Law of California, hereby
grants to 700 BLOCK, LLC, (the "Grantee"), the real property, (the "Property"), described in
Exhibit 1 which is attached to, and incorporated in this Deed by this reference, subject to the
covenants, restrictions and reservations set forth below which covenants, restrictions and
reservations shall inure to the benefit of, and bind, each and every successor, assign or successor
in interest of the parties, including any heirs, executors, administrators, transferees or any other
person or entity claiming through the parties.

The Property is conveyed in accordance with, and subject to, (i) the Merged Downtov.n
Redevelopment Plan which was adopted by the City Council of the City and duly recorded in the
Office of the County Recorder of Sacramento County, California; and (ii) the Disposition and
Development Agreement (the "Disposition and Development Agreementii

) entered into by and
between Grantor and Grantee on ***DDA Date***, .

The Grantee covenants and agrees that the Property shall be devoted only to the uses specified in
the applicable provisions oftlle Redevelopment PIal'1 for the Project (including all
Redevelopment Plan amendments, except amendments from which Grantee may be exempt by
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the doctrine of...-ested rights), tt~is Deed and any and all instruments recorded pursuant to the
Disposition and Development Agreement, including such Agreement, duly recorded by Grantor
and affecting the Property. The Property is conveyed to Grantee at a purchase price (the
"Purchase Price") determined in accordance with the uses permitted. Therefore, Grantee hereby
covenants and agrees that the Grantee, such successors and such assigns shall develop, use, and
maintain the Property as follows: Street level retail, restaurant and entertainment and multifamily
residential.

1. Grantee acknowledges and agrees that the Property shall be subject to two Regulatory
Agreements between Grantor and Grantee, recorded on the Property promptly following
recordation of this Grant Deed.

1.1. As provided in the Disposition and Development Agreement, Grantee shall promptl}
commence and complete development of the Property in accordance with plans and
specifications approved by Grantor. Construction ofimproYements and development of the
Property (the "Improvements") required by the Disposition and Development Agreement shall
commence and be prosecuted diligently to completion at the time specified in, and subject to the
terms of, the Disposition and Development Agreement.

1.2. Grantee shall maintain the Improvements and any other improvements on the Property in
good condition and order, shall keep the Property free from accumulation of debris and waste
materials and shall permit no action or inaction on the Property such that the Property detracts
from the surrounding neighborhood in any substantial manner.

1.3. All obligations imposed upon Grantee herein shall bind any and all successors of
Grantee; provided, however, that upon sale or conveyance of the Project, the party selling or
conveying shall be relieved of any such obligation to the extent that such obligation arises after
the date of sale or conveyance.

2. Grantee covenants and agrees that prior to recordation of any Certificate of Completion
for the Property:

2.1. The Grantor shall have the additional right, at its option, to re-enter and take possession
of the Property and all improvements on the Property and to terminate and revest the Property in
the Grantor if the Grantee or its successors in interest shall, in accordance with and subject to the
terms of the Disposition and Development Agreement:

2.1.1. Fail to commence or complete the construction ofthe Improvements when required
by the Disposition and Development Agreement and after sixty days written notice from the
Grantor of Grantee's failure to complete construction, provided that the Grantee shall not have
obtained an extension or postponement to which Grantee may be entitled or that Grantee or
Grantee's lender for the project have commenced and are diligently proceeding to cure such
default; or

2.1.2. Transfer, or suffer any involuntary transfer, of all or any part of, or interest in, the
Property, in violation of the Disposition and Development Agreement or this Grant Deed.
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2.2. The right to re-enter, repossess, terminate and reyest shall be subject to and be limited by
and shall not defeat, render invalid, or limit:

2.2.1. Any mortgage or deed of trust pennitted by the Disposition and Development
Agreement or this Deed and duly approved by the Grantor; or

2.2.2. Any rights or interests provided for the protection of the holders of such mortgages
or deed of trust.

2.3. The right to re-enter, repossess, tenninate and revest with respect to the Property shall
tenninate when the Certificate of Completion has been recorded by the Grantor.

2.4. In the event title to all or any part of the Property is revested in the Grantor as provided in
this Section 2, the Grantor shall, pursuant to its responsibilities under California Law, use its best
efforts to resell the Property or part as soon and in such manner as the Grantor shall find feasible
and consistent with the objectives of such law and of the Redevelopment Plan to a qualified and
responsible party or parties (as determined by the Grantor) who will assume the obligation of
making or completing the ImproYements or such other improvements in their stead as shall be
satisfactory to the Grantor and in accordance with the uses specified for such Property or part in
the Redevelopment Plan. Upon such resale of the Property the proceeds thereof shall be applied
as follows:

2.4.1. First, the Grantor shall be reimbursed, on its own behalf or on behalfof the City of
Sacramento, California for all costs and expenses incurred by the Grantor, including but not
limited to salaries of personnel incurred in connection with the recapture, management and resale
of the Property or part (but less any income derived by the Grantor from the Property in
connection with such management); all taxes, assessments, and water and sewer charges with
respect to the Property or part (or, in the event the Property is exempt from taxation, assessment
or such charges during the period of Grantor's ownership thereof, an amount equal to such taxes,
assessments or charges as detennined by the assessing official as would have been payable if the
Property were not exempt); any payments made or necessary to be made to discharge any
encumbrances or liens existing on the Property or part at the time of revesting of title in the
Grantor or to discharge or prevent such encumbrances or liens from attaching or being made by
any subsequent successors or transferees; any expenditures made or obligations incurred with
respect to the completion of the Improvements; and any amounts otherwise owed to the Grantor
by the Grantee and its successors or transferee; and

2.4.2. Second, to the extent possible, the Grantee shall be reimbursed in an amount not to
exceed the sum of (l) the Purchase Price paid to the Grantor by the Grantee for the Property (or
allocable to the part thereof); (2) the costs incurred for the development of the Property and for
the improvements existing on the Property at the time of the reentry and repossession, (3) less
any gains or income withdrawn or made by the Grantee from the Property or the Improvements;
and
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2.4.3. Third, any balance remaining after such reimbursements shall be retained by the
Grantor.

2.4.4. To the extent that this right of reverter involves a forfeiture, it must be strictly
interpreted against the Grantor, the party for whose benefit it is created. This right of reverter
shall, however, be interpreted in light of the fact that the Grantor is by this deed conveying the
Property to the Grantee for development and not for speculation in undeveloped land and that
such development is a material element of the consideration received by Grantor for the
Property.

3. The Grantee covenants and agrees that:

3.1. 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 Government 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 Government 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
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. The foregoing covenants shall run with the land.

All advertising (including signs) for sale and/or rental of the whole or any part of the Property
shall include the legend "Equal Opportunity Houser" in type or lettering of easily legible size and
design. The word "Project" or "Development" may be substituted for the word "Houser" where
circumstances require such substitution.

4. No violation or breach of the covenants, conditions, restrictions, provisions or limitations
contained in this Grant Deed shall defeat or render invalid or in any way impair the lien or
charge of any mortgage or deed of trust made in good faith and for value; provided, however,
that any subsequent owner of the Property shall be bound by such remaining covenants,
conditions, restrictions, limitations and provisions, whether such owner's title was acquired by
foreclosure, deed in lieu of foreclosure, trustee's sale or otherwise.

5. All covenants contained in this Deed shall be covenants running with the land and
equitable servitudes thereon. The covenants contained in Section 2 of this Deed shall terminate
upon issuance of a Certificate of Completion for the Property. Every covenant contained in tItis
Deed not previously terminated shall terminate thirty (30) years from the date of recordation in
the official records of Sacramento County, except that the covenants against discrimination
contained in Section 3 of this Grant Deed shall remain in perpetuity.

6. All covenants without regard to technical classification or designation shall be binding
for the benefit of the Grantor, its successors and assigns, the City of Sacramento, California, any
successor in interest to the Property, the ovmer of any other land (or of any interest in such land)
in Project which is subject to the land use requirements and restrictions of the Redevelopment
Plan, and the covenants against discrimination contained in Section 3 shall be binding for the
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benefit of the Grantor, the City of Sacramento and the United States of America and such
covenants shall run in favor of the Grantor, the City of Sacramento and the United States of
America, for the entire period during which such covenants shall be in force and effect, without
regard to whether the Grantor and the City of Sacramento, is or remains an owner of any land or
interest therein to which such covenants relate. The Grantor, in the event of any breach of any
such covenant, and the City of Sacramento (and the United States of America, in the event of any
such breach of the covenants in Section 3), shall have the right to exercise all the rights and
remedies, and to maintain any actions at law or suits in equity or other property proceedings to
enforce the curing of such breach against Grantee, its successors to and assigns of the Property or
any part or interest in the Property, any subcontracting party or parties or other transferees under
the Disposition and Development Agreement, and any party in possession or occupancy of all or
any part of the Property.

7. Both before and after issuance of a Certificate of Completion, the Grantor and Grantee
and their successors and assigns only shall have the right to mutually consent and agree to
changes in, or to eliminate in whole or in part, any of the covenants, easements, or other
restrictions contained in this Deed or to subject the Property to additional covenants, easements,
or other restrictions, and Grantor and Grantee may do so wit.1.out t.1.e consent of any tenant,
lessee, easement holder, licensee, or any other such person or entity having any interest less than
a fee in the Property. Amendments to the Redevelopment Plan applying to other property in the
Project shall not require the consent of Grantee by virtue of this Deed.

8. The covenants contained in this Deed shall not be construed as conditions which might
result in forfeiture of title, except for the covenants and conditions contained in Section 2 of this
Grant Deed.

9. Promptly after the issuance ofa Certificate of Occupancy from the City of Sacramento
Building Department and completion of the Improvements in accordance with the provisions of
the construction plans approved pursuant to the Disposition and Deyelopment Agreement and
fulfillment of the related obligations of the Grantee under the Disposition and Development
Agreement, the Grantor shall furnish the Grantee with an appropriate instrument (the "Certificate
of Completion") certifying such completion and stating that the Certificate of Completion shall
be a conclusive determination of satisfaction and termination of the agreements and covenants in
the Disposition and Development Agreement and in this Deed obligating the Grantee with
respect to the construction of the Improvements and the dates for beginning and completion
thereof.

With respect to such individual parts or parcels of the Property which, if so provided in the
Disposition and Development Agreement, the Grantee may conveyor lease as the Improvements
thereon are completed, the Grantor shall also, upon proper completion of the Improvements
relating to any such part or parcel and prior to such conveyance or lease, issue a Certificate of
Completion with regard to such part of parcel. Such certification shall mean and provide (1) that
any party purchasing or leasing such individual part or parcel with required authorization shall
not (because of such purchase or lease) incur any obligation with respect to the construction of
the Improvements relating to such part or parcel or to any other part or parcel of the Property;
and (2) that neither the Grantor nor any other party shall thereafter have or be entitled to exercise
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with respect to any such individual part or parcel so sold (or, in the case oflease, with respect to
the leasehold interest) any rights or remedies or controls that it may otherwise have or be entitled
to exercise with respect to the Property as a result of a default in or breach of any provisions of
the Disposition and DeYelopment Agreement or of this Deed by the Grantee or any successor in
interest or assign, unless (i) such default or breach be by the purchaser or lessee, or any successor
in interest to or assign of such individual part or parcel with any other of the covenants contained
and referred to in this Deed and the Declaration of Restrictions and (ii) the right, remedy or
control relates to such default or breach.

The Certificate of Completion shall be in a form acceptable for recordation in the proper office
for the recordation of deeds and other instruments pertaining to the Property. If the Grantor shall
refJse or fail to provide the Certificate of Completion, the Grantor shall, -within thirty (30) days
after written request by the Grantee provide the Grantee with a written statement, indicating in
what respects the Grantee has failed to duly complete said Improvements and what measures or
acts will be necessary, in the opinion of the Grantor, for the Grantee to take or perform in order
to obtain such certification.

10. The Grantor certifies that Grantor has complied with all conditions precedent to the valid
execution and delivery of this Deed required on its part and that all things necessary to constitute
this Deed and its valid, binding and legal agreement on the terms and conditions and for the
purposes set forth herein have been done and performed and have happened, and that the
execution and delivery ofthis Deed on its part have been and are in all respects authorized in
accordance with law. The Grantee similarly certifies with reference to its execution and delivery
of this Deed.

IN WIlNESS WHEREOF, the Grantor and the Grantee have caused this instrument to be
executed on their behalf by their respective and duly authorized officers, on the following dates,
effective as of , 201

REDEVELOPt\1ENT AGENCY OF THE CITY OF SACRAMENTO

DRAFT

La Shelle Dozier, Executive Director

Date:---------

APPROVED: _
Agency Counsel

Grantee hereby accepts, concurs in and agrees to all the covenants, conditions, easements,
reservations and restrictions set forth in this Grant Deed.

700 BLOCK, LLC
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a limited liability company

DRAFT

By: ***Developer signatory***
Managing Member

Date:----

[NOTARIZED ACKNOWLEDGEMENTS]

EXHIBIT "1"

That certain real property situated in the City of Sacramento, County of Sacramento, California,
described as follows:
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EXHIBIT 5

Regulatory Agreements

NO FEE DOCUMENT:
Entitled to free recording
per Government Code 27383.
When recorded, return to:
REDEVELOPMENT AGENCY OF THE CITY OF SACRAMENTO
801 12th Street
Sacramento, CA 95814
Attention: Joel Riphagen

With copy to:

Economic Development Dept. of the City of Sacramento
915 I Street, Third Floor
Sacramento, CA 95814

REGULATORY AGREEMENT

FOR NON-RESIDENTiAL DEYELOPMENT

INCLlIDlNG COYENANTS, CONDITIONS AND RESTRICTIONS RUNNING WITH THE LAND

PROJECT NAME: 700 Block ofK Street
PROJECT ADDRESS: 700,704,708,712,716,718,724,726, and 730 K

Street, 1iIi and 1113 ill Street, I 114 8th Street,
Sacramento, California

EFFECTIVE DATE:

APNs: 006-0096-002,006-0096-003,0096-004,006-0096-
005,006-0096-006,006-0096-007,006-0096-008,

006-0096-009,006-0096-010,006-0096-018, and 006-
0096-019

NOTICE: THIS REGULATORY AGREEMENT IMPOSES COVENANTS, CONDITIONS AND RESTRICTION ON THE

PROPERTY WHICH STAY WITH THE PROPERTY FOR MANY YEARS, INCLUDING RESTRICTIONS ON THE USE AND

MAINTENANCE OF THE PROPERTY.

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

I. 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 this Regulatory Agreement shall have the meanings assigned in the
following definitions table and in the body of the Regulatory Agreement. (Terms being defined are indicated by
quotation marks.)
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"Effective Date" This Regulatory Agreement shall be effective as of the following date: I
"Agency"

Redevelopment Agency of the City of Sacramento
The Agency is a public body, corporate and politic.

"Owner" and 700 Block, L.L.C.
"Developer"
"Agency Address" Agency's business address is 801 12th Street, Sacramento, California 95814

"Owner Address"
Owner's business address is as follows: 1 1006 4th Street, Suite 701

Sacramento, California 95814
"Jurisdiction" City of Sacramento

"Property"
That certain real property which is subject to this Regulatory Agreement as further described in
the legal description, attached as Exhibit 1 - Lel!al Descrintion of the Prooertv.
Agency purchased the Property with Merged Downto\\n Project Area tax increment funding also
called "Agency Funding." Agency is conveying fee title to the Property to Developer, subject to

"Agency t..'lc terms of the DDA. This Regulatory Agreement is in pat"t consideration to the Agency for that

Funding" DDA. Actual funding agreements shall be executed between Agency and a separate entity from
Developer pursuant to the DDA and also in reliance of the execution of this Regulatory
Agreement, among other things.

"DDA"
The Disposition and Development Agreement executed by Agency and Developer as of

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

purchased the covenants, conditions and restrictions contained in the Regulatory Agreement.
The Term of each of the respective covenants, conditions and restrictions contained in this

"Term" Regulatory Agreement is the tenn stated in the Funding Agreement, this Regulatory Agreement
and in the absence of such provision, the term of the Redevelopment Plan.
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"Special
Provisions"

"Approved Use"

"Disapproved
Uses"

Agency Right ofPrior of Approval ofGround Floor Commercial Tenants: For a ten year term,
the Redevelopment Agency of the City of Sacramento, or its designee, shall retain approval
rights to the ground floor tenants constituent with NMTC requirements and in a manner that will
not cause recapture of any NMTC.

Initial Approval: Initially, the following uses are approved: 700 K Street: music venue with
restaurant and bar; 704B K Street: restaurant/retail; 704C K Street: retail; 708A K Street: retail;
708B K Street: restaurant; 7I2A K Street: retail; 712B K Street: retail; 712C K Street:
restaurant; 716 K Street: restaurant/retail; 718 K Street: restaurant/lounge; 724 K Street:
restaurant/brewery; 726 K Street: retail; 730 K Street: restaurant; 1114 8th Street:
restaurant/retail. Deviations from the approYed leasing plan shall be approved by the Agency's
Executive Director or designee who is currently the Economic Development Director of the City
of Sacramento within 10 business days of the receipt ofa new proposed use from the Developer.

Live Music Venue: The minimum lease term with the operator is for the live music venue is 10
years. The venue should maximize the number of performances held annually and should have
performances an average of four nights a week. IfOwner learns or acquires knowledge that the
music venue is not able to maintain its operations, Owner shall notify Agency of such
knowledge.

Following notice, Owner will seek other live entertainment users for the space in the following
manner:

o Owner will aggressively pursue for a period of six months another live music
venue first, a live entertainment use second and an entertainment use as a third
option

o If after six months, Owner is not successful in securing a new entertainment
use, the development may lease the space to other types of uses including
retail.

o The live music yenue use shall be open during the day during normal business
hours, evenings, and on weekends.

Type and Quality of Commercial Tenants: As a goal, Owner shall retain and attract soft goods
retail uses for 40% ofthe ground floor retail space, but shall maintain at least 30%. The retail
space shall be filled with a mix of unique retail tenants and national tenants. The quality of retail I
uses should be comparable to boutique stores such as Swanberg's and the Gifted Gardener in
Sacramento and national retailers such as the Apple Store, Anthropologie, and Crate and Barrel.
The quality of restaurant tenants or uses shall be comparable and similar to DeVere's, Shady
Lady, PF Chang's or Lucca's.

Hours ofQperation: the commercial uses are to be open during normal business hours, evenings,
and on weekends. Agency may approve the request to modify business hours. Normal business
hours would at least be from noon to 10 p.m. for restaurants and 10 a.m. to 5 p.m. for retail
stores.

Owner shall assure that the property is used only for the fol1owing Approved Uses:
Street level retail, restaurant and entertainment. Residential uses on the Property, subject to a
separate Regulatory Agreement, are also approved ifused, operated and maintained pursuant to
that separate Regulatory Agreement.
Owner shal1 assure that the property is not used, in whole or in part, for any of the fol1owing
Disapproved Uses:
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Adult store/film; Vet off'ice'kennel; Funeral; Video rentals other than via an unstaffed kiosk;
Manufacturing; Repair facility; Vehicle related; Service stations; Hazardous materials; Massage
Parlor, Hot tub facility; suntan facility; racetrack or other gambling facility; Storage or
warehousing facilities other than incidental storage for the residents of the residential portion of
the project; Tattoo and or piercing establishment; store sublet to multiple vendors; pawn shop;
Check cashing or paycheck advance business; Passive activity (switching station); and
Nuisances

3. TERMINATION OF COYENANTS. If the Agency is paid the Recapture, the covenants, conditions and
restrictions contained in this Regulatory Agreement shall terminate, except as to covenants which provide
otherwise, including without limitation, the covenant against discrimination, all of which continue in effect.

4. REPRESENTATIONS. Agency has provided good and valuable consideration in the form of contributions of
property as set forth in the DDA. The funds used by Agency in connection with the Project are funds from public
funding sources administered b~l Agency and their use is subject to certain requirements some of which are
embodied in this Regulatory Agreement. This Regulatory Agreement represents a portion of a larger transaction,
and is an inextricable part of the larger transaction. Therefore, Agency has undertaken its obligations conditioned
upon Owner's agreement, for itself and its successors and assigns, to comply with all provisions of this Regulatory
Agreement. Owner has had full opportunity to make itself independently familiar with such limitations and
restrictions, and Owner accepts them and agrees to comply fuily with them.

5. COVENANTS. Owner makes the follo\,Iing covenants. Unless Owner hac; received the prior written consent
of Agency otherwise, Owner shall fully comply with each and every covenant. Except as otherwise stated in this
Regulatory Agreement, the following covenants shall have a term that is the same as the longest term specified in
the Funding Requirements.

Owner shall use and shall permit others to use the Property only for the Approved Uses, and with the
Redevelopment Plan for the Project Area.

5.1. Owner shall not use and shall not permit others to use the Property for any of the Disapproved Uses.

5.2. Owner shall assure full compliance with the Special Provisions, if any.

5.3. 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 standards and local code requirements. Owner
shall maintain the Property in good condition and shall keep the Property reasonably free from graffiti and unrepaired
vandalism and from accumulation ofabandoned property, inoperable vehicles, unenclosed storage, debris, and waste
materials. In the event ofa 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.

5.4. Owner shall not cause and shall not pennit 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 (1) of subdivision (p) of Section 12955, and Section 12955.2 ofthe Government Code in the sale,
lease, or rental or in the use or occupancy of the Property. Owner 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, sublessees, or vendees in the Property. This covenant against discrimination shall continue in
perpetuity.

5.5. Owner shall assure compliance with the federal Personal Responsibility and Work Opportunity Act
(public Law 104-193, commonly known as the Welfare Reform Act) prohibiting the Agency Funding offederal,
state or local benefits to persons who are not citizens or qualified aliens as defined in the act.
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6. RESTRICTION ON SALES AND LEASES. Developer is prohibited from selling or leasing the Property unless
and until the buyer or lessee has executed and the patties have recorded an acknowledgment and acceptance of this
Regulatory Agreement. In any event, any and all successors in interest to the Property are subject to this
Regulatory Agreement. Agency shall review and approve all leases within 10 business days of receipt.

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 running 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 fullest extent permitted by law and equity, for the benefit and in favor of, and enforceable by, the Agency, the
Agency's successors and assigns, any other governmental entity acting within 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 term of this Regulatory Agreement shall commence on the Effective Date and continue until
the terms of all of the covenants, including without limitation, the terms stated in the Funding Requirements, have
expired or otherwise been terminated. In the absence of a term in the Funding Requirements, the term shall be
thirty (30) years from the Effective Date.

9. RECORDKEEPING AND REPORTING. Upon written request of Agency, Owner shall promptly provide any
additional information or documentation to verify Owner's compliance with the provisions of this Regulatory
Agreement. At the written request of the Agency, Owner shall, within a reasonable time following receipt of such
request, furnish reports and shall give specific answers to questions regarding the income, assets, liabilities,
contracts, operations, and condition of the property and their compliance with the Funding Agreement and this
Regulatory Agreement.

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

II. INDEl\INITY FOR OWNER'S FAILURE TO MEET LEGAL REQUIREMENTS. Owner shall indemnify and hold
Agency, its officers, directors, and employees harmless from any and all liability arising from Owner's failure to
comply with the covenants, conditions and restrictions contained in this Regulatory Agreement and its failure to
comply with all other laws, rules, regulations and restrictions related to the use of any Agency funds, except to the
extent caused by the negligence or willful misconduct of the Agency, its officers, directors, and employees.
Without limitation, such indemnity shall include repayment to the Agency of the costs offunds and the value of
lost opportunities resulting from the required repayment by Agency to the funding source of funds improperly
used.

12. CHANGES WITHOUT CONSENT OF TENANTS, LESSEES, OR OTHERS. Only Agency and its successors and
assigns, and Owner and its successors and assigns (subject to the reasonable approval of Owner's lender) 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. Such changes or termination shall not require the consent of any easement holder,
licensee, other mortgagee, trustee, beneficiary under a deed of trust or any other person or entity having any
interest less than a fee in the Property; provided that any such changes shall not be binding on any pre-existing
easement holder, licensee, ot.l]er mortgagee, trustee or lessee without their consent.

13 . DEFAULT. Upon a breach of any of the provisions of this Regulatory Agreement by Owner, the Agency
may give written notice of such breach to Owner by registered or certified mail. To the extent reasonable under the
circumstance, in the event of any breach, the Agency and Owner shall reasonably endeavor to identify a remedy for
such breach by conference and conciliation. A correction or remedy of such breach by a Notice Party, referenced
in Section 19, below, will be deemed as effective as if such correction or remedy was made by Owner. If such
violation is not corrected to the satisfaction of Agency within ninety (90) days after the date such notice is mailed
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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 Agreemenl, eITeclive on the date of such
declaration ofdefault, 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 court for specific performance of this
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 terms of this Regulatory Agreement, for money
damages or for such other relief as may be appropriate. 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.

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

13.2. The remedies of the Agency under this Regulatory Agreement are cumulative. The exercise ofone 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 anyone or more of its other remedies.

14. 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
Regulatory Agreement.

15. CONTRADICTORY AGREEMENTS. Owner warrants that he has not, and will not, execute any other
agreement with provisions in contradiction or 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 stated and supersede any other requirements in conflict with this Regulatory Agreement.

16. ATTORNEYS' FEES. If the services ofan)' attorney are required by any party to secure the performance of
this Regulatory Agreement or otherwise upon the breach or 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 any person in relation to this Regulatory Agreement, the prevailing party shall be entitled to reasonable
attorneys' 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 ajudgment
in its favor, unless the award or judgment 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 party making such settlement offer.

17. SEVERABILITY. If any term or provision of this Regulatory Agreement shall, to any extent, be held invalid
or unenforceable, the remainder of this Regulatory Agreement shall not be affected; provided that the intent ofthe
Regulatory Agreement may then be reasonably fulfilled. In any event, the term or provisions shall be deemed to be
invalid only as to the entity and circumstance for which it was held to be invalid.

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

19. NOTICES. Written notices and other written communications by and between the parties 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. To the extent the DDA provides for notices to
be provided to "Notice Parties", such Notice Parties shall also be entitled to notice under this Regulatory
Agreement.
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THE PARTIES HAYE EXECUTED THIS REGULATORY AGREEMENT in Sacramento, California as of the date first
written above.

OWNER: 700 BLOCK, L.L.C., A CALIFORNIA
LIMITED LIABILITY COMPANY

By: -=-_::-:-_--=-__--:-------
CynlS Youssefi, Member

By:
~:------=------=----:--------
Ali Youssefi, Member and Manager

By: =----:-:----.-____:~---:-______:-----
David Miryabianeh, Member

By: :----.,-----,--,-----:--__----::--:-::-:--
Behroze Miryabianeh, Member and Manager

By: -""'""""""':"---:---:--------
Ste\'e Lebastchi, Member

Approved as to form:

Developer Counsel

AGENCY: REDEVELOPMENT AGENCY OF THE CITY

OF SACRAMENTO

By: _
LaShelle Dozier, Executive Director

Approved as to form:

Agency Counsel

[NOTARIZED ACKNOWLEDGEMENTS]
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EXHIBIT 1 - LEGAL DESCRIPTION

Real property in the City of Sacramento, County of Sacramento, State of California, described as
follows:

THE NORTH 100 FEET OF THE WEST 40 FEET OF LOT 1, IN THE BLOCK BOUNDED BY "K" AND
"L", 7TH AND 8TH STREETS, OF THE CITY OF SACRAMENTO, ACCORDING TO THE MAPS OR
PLAN THEREOF.

APN: 006-0096-002

Real property in the City of Sacramento, County of Sacramento, State of California, described as
follows:

THE NORTH 120 FEET IN DEPTH OF LOT I, IN THE BLOCK BOUNDED BY 7TH AND 8TH, "K"
AND "L" STREETS OF THE CITY OF SACRAMENTO, ACCORDING TO THE OFFICIAL PLAT
THEREOF; EXCEPTING THEREFROM THE WEST 40 FEET IN WIDTH OF THE NORTH 100 FEET IN
DEPTH OF SAID LOT 1; ALSO EXCEPTING THEREFROM SO MUCH THEREOF AS LIES WITHIN
THE BOUNDARIES OF THE FOLLOWING DESCRIBED PARCEL; BEGINNING AT A POINT ON THE
NORTHERLY OR OUTER FACE OF A BUILDING WALL FROM WHICH THE NORTHERLY CORNER
COMMON TO LOTS 1 AND 2, "K" AND "L", 7TH & 8TH STREETS BEARS SOUTH 19°31 '30" WEST,
0.74 FEET OF A FOOT AND THE INTERSECTION OF THE CENTER LINE OF "K" STREET WITH
THE CENTER LINE OF 7TH STREET, AS ESTABLISHED BY THE CITY ENGINEER OF THE CITY OF
SACRAMENTO, BEARS NORTH 19°31 '30" EAST 39.26 FEET TO THE CENTER LINE OF "K"
STREET; AND THENCE NORTH 70~9'20"WEST 120.84 FEET ALONG SAID CENTER LINE;
THENCE FROM SAID POINT OF BEGINNING SOUTH 19°31'30" WEST 0.74 OF A FOOT TO THE
NORTHERLY CORNER COMMON TO SAID LOTS 1 AND 2; THENCE CONTINUING SOUTH
19°31 '30" WEST 160.26 FEET ALONG THE LINE COMMON TO SAID LOTS 1 AND 2 TO THE
SOUTHERLY CORNER COMMON THERETO; THENCE NORTH 70°28'40" WEST 1.26 FEET ALONG
THE SOUTHERLY LINE OF SAID LOT 1; THENCE NORTH 19°3' EAST 0.02 OF A FOOT TO THE
SOUTHWEST CORNER OF A BRICK BUILDING; THENCE ALONG THE WESTERLY FACE OF WALL
OF SAID BUILDING, FOLLOWING THE OFF-SETS THEREIN, THE FOLLOWING 17 COURSES:
NORTH 19°3' EAST 19.24 FEET; THENCE NORTH 19°32' EAST 27.52 FEET; THENCE NORTH
19°8' EAST 6.21 FEET; THENCE NORTH 70°28' WEST 0.36 OF A FOOT; THENCE NORTH 19°4'
EAST 1.20 FEET; THENCE SOUTH 70°28' EAST 0.37 OF A FOOT; THENCE NORTH 19°26' EAST
21.50 FEET; THENCE NORTH 70°28' WEST 0.36 OF A FOOT; THENCE NORTH 20°52' EAST 1.80
FEET; THENCE SOUTH 70°28' EAST 0.36 OF A FOOT; THENCE NORTH 20°10' EAST 9.11 FEET;
THENCE NORTH 70°28' WEST 0.37 OF A FOOT; THENCE NORTH 19°32' EAST 14.40 FEET;
THENCE NORTH 20°57'10" EAST 19.11 FEET; THENCE NORTH 19°30'35" EAST 39.56 FEET;
THENCE SOUTH 70°31' EAST 0.57 OF A FOOT; THENCE NORTH 19°31 '30" EAST 1.35 FEET TO
THE NORTHWEST CORNER OF SAID BUILDING; THENCE SOUTH 70°29' EAST 0.69 OF A FOOT
TO THE POINT OF BEGINNING, AND BEARINGS HEREIN SET FORTH, BEING REFERRED TO AN
ASSUMED MERIDIAN BY WHICH THE CENTER LIEN OF 7TH STREET BETWEEN "K" AND "L"
STREETS, AS ESTABLISHED BY SAID CITY ENGINEER BEARS NORTH 19°30' EAST AS
DESCRIBED IN QUIT CLAIM DEED FROM SIMON, HORNSTEIN AND MABLE HORNSTEIN, HIS
WIFE, TO RW. STOVALL DATED SEPTEMBER 30, 1937, RECORDED DECEMBER 5,1937, IN
BOOK 659 OF OFFICIAL RECORDS, PAGE 309, SACRAMENTO COUNTY RECORDS.

APN: 006-0096-003

Real property in the City of Sacramento, County of Sacramento, State of California, described as
follows:

THE WEST Y2 OF LOT 2, IN THE BLOCK BOUNDED BY "7TH" AND S"TH", "K" AND "L" STREETS
OF THE CITY OF SACRAMENTO, ACCORDING TO THE OFFICIAL MAP OR PLAT OF SAID CITY.
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APN: 006-0096-004

Real property in the City of Sacramento, County of Sacramento, State of California, described as
follows:

THE EAST HALF OF LOT 2 IN THE BLOCK BOUNDED BY "K" AND "L", SEVENTH AND EIGHTH
STREETS, IN THE CITY OF SACRAMENTO, ACCORDING TO THE OFFICIAL MAP OR PLAN OF
SAID CITY, BEING MORE PARTICULARLY DESCRIBED AS FOLLOWS:
COMMENCING ON THE SOUTH IJNE OF K STREET OF SAID CITY OF SACRAMENTO AT A POINT
LOCATED SOUTH 19°30' WEST 39.99 FEET AND SOUTH 70°29'20" EAST 161.23 FROM THE
INTERSECTION OF THE CENTER LINE OF SEVENTH STREET OF SAID CITY OF SACRAMENTO
WITH THE CENTER LINE OF SAID K STREET AND RUNNING THENCE FROM SAID POINT OF
COMMENCEMENT SOUTH 70°29'20" EAST 40.41 FEET TO THE NORTHEASTERLY CORNER OF
SAID LOT 2; THENCE SOUTH 19°33' WEST ALONG THE EASTERLY LINE OF SAID LOT 2 A
DISTANCE OF 160.28 FEET TO THE NORTH LINE OF AN ALLEY; THENCE NORTH 70°28'40"
WEST ALONG THE NORTH LINE OF SAID ALLEY A DISTANCE OF 40.38 FEET TO A POINT;
THENCE NORTH 19°32'15" EAST A DISTANCE OF 160.27 FEET TO THE POINT OF
COMMENCEMENT.

APN: 006-0096-005

Real property in the City of Sacramento, County of Sacramento, State ofCalifornia, described as
follows:

THE WEST ONE-QUARTER OF LOT 3 IN THE BLOCK BOUNDED BY "K" AND "L", 7TH AND 8TH
STREETS OF THE CITY OF SACRAMENTO, ACCORDING TO THE MAP OF PLAN THEREOF

APN: 006-0096-006

Real property in the City of Sacramento, County of Sacramento, State of California, described as
follows:

THE WEST HALF OF THE EAST HALF AND THE EAST HALF OF THE WEST HALF OF LOT 3, IN
THE BLOCK BOUNDED BY "K" AND "L", 7TH AND 8TH STREETS OF THE CITY OF SACRAMENTO,
ACCORDING TO THE MAP OF PLAN THEREOF.

APN: 006-0096-007

Real property in the City of Sacramento, County of Sacramento, State ofCalifornia, described as
follows:

PARCEL NO. 1
THE EAST ONE-QUARTER OF LOT 3 AND THE WEST ONE-QUARTER OF LOT 4 IN THE BLOCK
BOUNDED BY "K" AND "L" 7TH AND 8TH STREETS OF THE CITY OF SACRAMENTO, ACCORDING
TO THE MAP OR PLAN THEREOF.

PARCEL NO. 2
THE EAST THREE-QUARTERS OF THE SOUTH ONE-HALF OF LOT 4 IN THE BLOCK BOUNDED BY
"K" AND "L", 7TH AND 8TH STREETS OF THE CITY OF SACRAMENTO, ACCORDING TO THE MAP
OR PLAN THEREOF, DESCRIBED AS FOLLOWS: BEGINNING AT THE SOUTHEAST CORNER OF
SAID LOT 4 (SAID POINT BEING THE POINT OF INTERSECTION OF THE NORTHERLY LINE OF A
20 FOOT ALLEY AND THE WESTERLY LINE OF 8TH STREET), AND RUNNING THENCE
NORTHERLY ALONG THE EASTERLY LINE OF SAID LOT 4, (BEING THE WESTERLY LINE OF 8TH
STREET) 80.145 FEET TO THE NORTHEAST CORNER OF THE SOUrd ONE-HALF OF SAID LOT 4:
THENCE WESTERLY ALONG THE LINE DIVIDING THE NORTH ONE-HALF FROM THE SOUTH
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ONE-HALF OF SAID LOT 4,60.59 FEET TO THE POINT OF INTERSECTION WITH THE WEST
LINE OF THE EAST, THREE-QUARTERS OF LOT 4; THENCE SOUTHERLY ALONG THE WEST LINE
OF THE EAST THREE-QUARTERS OF SAID LOT 4; 80.135 FEET TO THE INTERSECTION OF SAID
LINE WITH THE SOUTH LINE OF SAID LOT 4 (BEING THE NORTH LINE OF SAID 20 FOOT
ALLEY); THENCE EASTERLY, ALONG THE SOUTH LINE OF SAID LOT 4 AND THE NORTH LINE OF
SAID ALLEY, 60.56 FEET TO THE POINT OF BEGINNING.

APN: 006-0096-008

Real property in the City of Sacramento, County of Sacramento, State of California, described as
follows:

THE NORTH ONE-HALF OF THE WEST ONE-HALF OF THE EAST ONE-HALF AND THE NORTH
ONE-HALF OF THE EAST ONE-HALF OF THE WEST ONE-HALF OF LOT 4 IN THE BLOCK
BOUNDED BY "K" AND "L", 7TH AND 8TH STREETS OF THE CITY OF SACRAMENTO, ACCORDING
TO THE MAP OF PLAN THEREOF.

APN: 006-0096-009

Real property in the Cit)' of Sacramento, County of Sacramento, State of Califomia, described as
follows:

THE EAST ONE-QUARTER (E Y..) OF THE NORTH ONE-HALF (N lh) LOT NUMBER FOUR (NO.4)
IN THE BLOCK OR SQUARE BOUNDED BY "K" AND "L" STREETS AND SEVENTH (7TH) AND
EIGHTH (8TH) STREETS OF SAID CITY OF SACRAMENTO ACCORDING TO THE OFFICIAL MAP
OR PLAT THEREOF.

APN: 006-0096-010

Real property in the City of Sacramento, County of Sacramento, State of California, described as
follows:

BEGINNING AT A POINT ON THE NORTHERLY OR OUTER FACE OF A BUILDING WALL, FROM
WHICH THE NORTHERLY CORNER COMMON TO LOTS 1 AND 2 IN THE BLOCK BOUNDED BY "K"
AND "L", "7TH" AND "8TH" STREETS OF THE CITY OF SACRAMENTO, ACCORDING TO THE MAP
OR PLAN THEREOF, BEARS SOUTH 19 DEG. 31. 30" WEST 0.74 FEET AND THE INTERSECTION
OF THE CENTER LINE OF "K" STREET WITH THE CENTER LINE OF "7TH" STREET, AS
ESTABLISHED BY THE CITY ENGINEER OF THE CITY OF SACRAMENTO, BEARS NORTH 19 DEG.
31. 30" EAST 39.26 FEET TO THE CENTER LINE OF "K" STREET AND THENCE NORTH 70 DEG.
29. 30" WEST 120.84 FEET ALONG SAID CENTER LINE; THENCE FROM SAID POINT OF
BEGINNING, SOUTH 19 DEG. 31. 30" WEST 0.74 FEET TO THE NORTHERLY CORNER COMMON
TO SAID LOTS 1 AND 2; THENCE CONTINUING SOUTH 19 DEG. 31. 30" WEST 160.26 FEET
ALONG THE LINE COMMON TO SAID LOTS 1 AND 2 TO THE SOUTHERLY CORNER COMMON
THERETO; THENCE NORTH 70 DEG. 28. 40" WEST 1.26 FEET ALONG THE SOUTHERLY LINE OF
SAID LOT 1; THENCE NORTH 19lJEG. 03. EAST 0.02 FEET TO THE SOUTHWEST CORNER OF A
BRICK BUILDING; THENCE ALONG THE WESTERLY FACE OF THE WALL OF SAID BUILDING,
FOLLOWfNG Tti""E OFFSETS THEREIN, Ttin FOLLOWING SEVENTEEN COURSES: NORTH 19 DEG.
03. EAST 19.24 FEET; NORTH 19 DEG. 32. EAST 27.52 FEET; NORTH 19 DEG. 03. EAST 6.21
FEET; NORTH 70 DEG. 28. WEST 0.36 FEET; NORTH 19 DEG. 04. EAST 1.20 FEET; SOUTH 70
DEG. 28. EAST 0.37 FEET; NORTH 19 DEG. 26. EAST 21.50 FEET; NORTH 70 DEG. 28. WEST
0.36 FEET; NORTH 20 DEG. 52. EAST 1.80 FEET; SOUTH 70 DEG. 28. EAST 0.36 FEET; NORTH
20 DEG. 10. EAST 9.11 FEET; NORTH 70 DEG. 28. WEST 0.37 FEET; NORTH 19 DEG. 32. EAST
14.40 FEET; NORTH 20 DEG. 57.10" EAST 19.11 FEET; NORTH 19 DEG. 30. 35" EAST 39.56
FEET; SOUTH 70 DEG. 31. EAST 0.57 FEET; NORTH 19 DEG. 31. 30" EAST 1.35 FEET TO A
NORTHWEST CORNER OF SAID BUILDING; THENCE SOUTH 70 DEG. 29. EAST 0.69 FEET TO
THE POINT OF BEGINNING. EXCEPTING THEREFROM THAT PORTION OF SAID REALTY LYING
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WITHIN THE EXTERIOR BOUNDARIES OF THE SOUTH 40 FEET OF LOT 1, IN THE BLOCK
BOUNDED BY "K" AND "L", "7TH" AND "8TH" STREETS OF THE CITY OF SACRAMENTO.

APN: 006-0096-018

Real property in the City of Sacramento, County of Sacramento, State of California, described as
follows:

THE SOUTH 40 FEET OF LOT 1 IN THE BLOCK BOUNDED BY "7TH" AND "8TH", "K" AND "L"
STREETS OF THE CITY OF SACRAMENTO, ACCORDING TO THE OFFICIAL MAP OR PLAT OF SAID
CITY.

APN: 006-0096-019
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EXHIBIT 2 - FUNDING REQUIREMENTS

T AX INCREMENT FUNDING REQUIREMENTS

FOR NON-HOUSING FUND PROJECTS

These "TI Funding Requirements" are incorporated in the "Regulatory Agreement" to which they are attached. In
tum, the Regulatory Agreement is incorporated in the Disposition and Development Agreement ("DDA") referenced
in the Regulatory Agreement. Pursuant to the DDA, the Regulatory Agreement (with these TI Funding
Requirements) is recorded against the properties assisted with the Agency "Funding" that was used to purchase the
Property which is the subject of the DDA as well as Other Agenc) Development Assistance provided to the Project.
. [The capitalized terms used in these TI Funding Requirements shall have the meanings stated below. Terms 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 agenc) organized and operating under the California Community
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 XIll, Section 16, and further defined in Health & Safety Code Section 33670) for the
"Project Area" named in the Regulatory Agreement and Funding Agreement. The Agenc) Funding is subject to the
provisions ofthe 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 DDA. Agency has approved the DDA on condition that the "Property" named in the DDA is
rehabilitated or developed as the Project, defined in the DDA 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 ",ith the land.

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

3. PLAN COMPLIANCE. Owner shall comply, in an respects, with the Redevelopment Plan.
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NO FEE DOCUMENT:
Entitled to free recording
per Government Code 27383.
When recorded, return to:
SACRAMENTO HOUSING AND REDEVELOPl\fENT AGENCY

801 12th Street
Sacramento, CA 95814
Attention: Joel Riphagen

REGULATORY AGREEMENT FOR RESIDENTIAL RENTAL PROPERTY

CONTAINING COVENANTS AFFECTING REAL PROPERTY

PROJECT NAME: 700 Block of K Street
PROJECT ADDRESS: 700,704,708,712,716,718,724,726, and 730 K

Street, 1111 and 1113 7th Street, 1114 8th Street,
Sacramento, California

APNs: 006-0096-002, 006-0096-003, 0096-004, 006-0096-
005,006-0096-006,006-0096-007,006-0096-008,

006-0096-009, 006-0096-010, 006-0096-018, and 006-
0096-019

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

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 this Regulatory Agreement shall have the meanings assigned in the
following table and in the body of the Regulatory Agreement as the context indicates. (Terms being defined are
indicated by quotation marks.)

Tnm n[':~li'IIlnO/'l:

"Effective Date"
This Regulatory Agreement shall be etlective as ofthe tollowing
date:

"Agency"
Redevelopment Agency of the City of Sacramento
The Agency is a public body, corporate and politic.

"Owner" 700 Block, L.L.c.
"Agency Address" Agency's business address is 801 12th Street, Sacramento, California 95814

"Owner Address"
Owner's business addre"s is as follows: 11006 4th Street, Suite 701

Sacramento, California 95814
"Jurisdiction" City of Sacramento

That certain real property which is subject to this Regulatory Agreement as further described in
"Property" the legal description, attached as Exhibit I - Legal Description of the Propert~·and

incorporated in this Regulatory Agreement by this reference
"Agem;y Fundiug" Agency purchased the Pmperty 'with Merged Downtown Project Area tax increment funding also
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called "Agency Funding." The Agency is conveying fee title to the Property to Developer,
subject to the terms of the DDA. This Regulatory Agreement is substantial consideration to the
Agency for that DDA. Actual funding agreements will be executed between Agency and a
separate entity from De\'eloper pursuant to the DDA and also in reliance of the execution of this
Regulatory Agreement, among other things.

"Other Agency The amount of the Other Agency Development Assistance is from the $10,100,000.00
Development Merged Downtown Redevelopment Project Area "low-mod" fund, as
Assistance" follows:

The percentage of Other Agency Development Assistance in the Twenty-One (21%)

"Proportionate
Project cost, including without limitation, land, predevelopment and

Agency
development costs, that is attributable to the Other Agency

Assistance"
Development Assistance. For rehabilitation projects, the percentage
that the Agency Funding bears to the total of the fair market value of
the Property before rehabilitation and the total costs of rehabilitation.
The legal restrictions on the use of the Property that Agency has purchased using tax increment

"Funding funds and which the Agency is conveying pursuant to the DDA requiring the covenants in this
Requirements" Regulatory Agreement, as applicable to and restricting the Property. The Funding Requirements

I are set out in Exhibit 2 - Funding Requirements.
IPermitted uses of the Property include non-residential use (subject to a separate 137

"Approved Use" IRegulatory Agreement) and residential space available for rent by the general public
and containing not less than the following number of units: --

3. RESTRICTED PARCELS; ApPRO\'AL OF LEASES. In order to assure that the proper number and types of units have
been rented in accordance with this Regulatory Agreement, Owner is prohibited from leasing any Unit within the
Project until either the parties have recorded against the Property a list of the Restricted Units or the Agency has
approved the individual lease or lease form for the Restricted Units. The following numbers ofUnits are restricted
for each respective funding source. The initial rents for the respective units shall be the following; provided,
however, that upon the request ofOwner, 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 determining 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.

- - ---

• F d' 0 h F d' Art' d b"l" N b r Jl1itll1] Rent.-.~en('Y un m~ I er Un ,ng or 11 lit)' I um ero R tid l' . 1.' .. , cs r C(l' .IIUS: per .'nlt nl,'r
Source: Sour-c~: Le\'cl: VUlts: "

Month:- --- - ,.
Downtown Low- 60% AMI 21 StUdIO $b9
Mod Tax Increment
Downtown Low- 60% AMI 47 I Bedroom $820
Mod Tax Increment
Downtown Low- 60% AMI 4 2 Bedroom $980
Mod Tax Increment
Downtown Low- 80% AMI 4 Studio $925-$975
Mod Tax Increment
Downtown Low- 80% AMI 6 1 Bedroom $950-$1,150
Mod Tax Increment
Downtown Low- 80% AMI 1 2 Bedroom $1,300
Mod Tax Increment

4. MANAGEMENT AGREEMENT. Borrower 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
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management company without the prior written approval of the Agency. If Agency has approved an initial property
manager for lhe Project, the company shall be listed immediately below. The term of such agreement shaH be the
longer ofthe term of the Funding Agreement or the longest term of the Funding Restrictions

1. Annual Administration Fee. Owner shall pay an Annual Administration Fee
equal to the lesser of $15,150 or 15 basis points (0.15%) of the amount of Other
Agency Development Assistance to Agency as compensation for monitoring
compliance with regulatory restrictions and the administration of the loan. The fee
is to be prorated and payable on December I of the first year of project operation
and in e ual semi-annual installments thereafter.
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 governed by
the applicable affordability restrictions, so long as those tenants continue to livc in
the develo ment.
3. Smoke-free environment. At least 50% of the buildings but no less than 50% of
the ll..'1!ts must be smoke free. p...ll indoor common areas must be smoke-free.
4. Resident services. Owner shall provide approved resident services totaling no
less than 15 hours per week (inclusive of administrative programming and
com liance activities associated with the rovision of resident services .
5. Regulatory 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 ofthe
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 reporting
requirements. No compliance fee will be assessed for one incident of each type of
compliance violation per annual 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 water, sewer, and garbage collection charges, through to tenants as an
add-on to their contracted rent.
7. Renters' insurance. Owner shall not make pa)ment of rental insurance premiums
a condition of occupancy. If owners require renters' insurance, the policy premium
must be deducted from the tenant's rent. The owner shall not add the insurance

remium to the tenant's rent in either the initial or subse uent ears.

6. REPRESENTATIONS. Agency has provided Propert'j and f.mding to develop the Property, subject to the terms of
the Disposition and Development Agreement. This Regulatory Agreement is a substantial part of the consideration
to Agency for entering into the DDA.. [For purposes of this Article II, "Property" shall mean Property or Restricted
Unit as the context may indicate.] The funds used by Agency un'der the Funding Agreement are funds from public
funding sources administered by Agency and their use is subject to certain requirements some of which are
embodied in this Regulatory Agreement. Further, Agency has entered into the DDA in accordance with the laws,
rules and regulations to which Agency is subject. Therefore, Agency has made DDA and other development
assistance 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 DDA. Owner has had full opportunity to
make itself independently familiar with such limitations and restrictions, and Owner accepts them and agrees to
comply fully with them.
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7. 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 utherwise stated in
this Regulatory Agreement, the following covenants shall have a term 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 ofthe Property or permit the conveyance, transfer, or encumbrance
of the Property unless such assignee, transferee or encumbrancer has agreed, in writing and in a form suitable for
recordation, to be bound by the terms 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 Property in good condition and shall keep the Property reasonably free from
graffiti and unrepaired vandalism and from accumulation ofabandoned 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 (I) of subdivision (p) of Section 12955, and Section 12955.2 of the Government 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, commonl~1 known as the Welfare Reform Act) as amended by California
Welfare and Institutions Code Section 17851, which restrictthe funding offederal, state or local benefits to persons
who are not citizens or qualified aliens as defined in such act.

8. 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 running 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
fullest extent permitted by law and equity, for the benefit and in favor of, and enforceable by, the Agency, the
Agency's successors and assigns, any other governmental entity acting within 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,

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

1O. REVIVAL OF Cm'ENANTS AFTER FORECLOSl'RE. The affordability restrictions shaIl be revived after
foreclosure, or deed in lieu of foreclosure according to the original terms if, during the original term ofthis
Regulatory Agreement, if the Owner, who was owner of record before the termination 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 ofthis
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provision, 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.

11. MULTIPLE FUNDING REQUIREMENTS. Ifmore 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 of the most restrictive requirements and the use of the "Recapture" formula that
results in the greatest repayment to the Agency.

12. RECORDKEEPING AND REPORTING. Upon request of Agency, Owner shall promptly provide any additional
information or documentation requested in \uiting by the Agency to verify Owner's compliance with the provisions
of this Regulatory Agreement. At the written request ofthe Agency, Owner shall, within a reasonable time
following receipt of such request, furnish reports and shall give specific answers to questions upon which
information is desired from time to time relative to the income, assets, [iabilities, contracts, operations, and condition
of the property and the status of the Deeds of Trust.

13. AUDIT AND INSPECTION. The Property and all related equipment, buildings, plans, offices, books, contracts,
records, documents and other related papers 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 this Regulatory Agreement.

14. INDEMNITY FOR OWNER'S FAILURE TO MEET LEG.\L REQUIREMENTS. Owner shall indemnify and hold
Agency, its officers, directors, and employees harmless from any and all liability arising from 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 the Property and development funding assistance
except to the extent caused by the negligence or willful misconduct of the Agency, its officers, directors, and
employees. 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.

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
terms) 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, trustee, beneficiary under a deed oftrust or any other person or entity having any interest less than a fee
in the Property; provided that any such changes shall not be binding on any pre.existing easement holder, licensee,
other mortgagee, trustee or lessee without their consent.

16. DEFAULT. Upon a breach ofany of the provisions of this Regulatory Agreement by Owner, the Agency may
give written notice of such breach to Owner by registered or certified mail. If such violation is not corrected to the
satisfaction of Agency within ninety (90) days after the date such notice is mailed 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 court for specific performance ofthis 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 terms 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. Correction of the breach
made by any Notice Party, as refereed to in Section 23, below, will deemed as effective as if the correction were
made by Owner.
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17. BINnING 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 Regulatory
Agreement.

18. CONTRADICTORY AGREEMENTS. Owner warrants that it has not, and will not, execute any other agreement
with provisions contradictory ofor in opposition to, the provisions of this Regulatory Agreement, and that, in any
event, the requirements ofthis Regulatory Agreement are paramount and controlling as to the rights and obligations
set forth and supersede any other requirements in conflict with this Regulatory Agreement.

19. ATTORNEYS' FEES. If the services ofany attorney are required by any party to secure the performance of this
Regulatory Agreement or otherwise upon the breach of default ofanother 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
any person in relation to this Regulatory Agreement, the prevailing party shall be entitled to reasonable attorneys'
fees, costs and other expenses, in addition to any other relief to which such part) 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 ajudgment in its
favor, unless the award or judgment 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. SEVER\BILITY. The invalidity of any clause, part or provision of this Regulatory Agreement shall not affect the
validity of the remaining portions.

21. ELECTION OF REMEDIES. To the extent applicable, in the event ofany 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 mutuall~' 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
performance 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
permitted 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 ofremedies and shall not preclude the exercise by the Agency of anyone or more of its other remedies.

22. No WAIVER. No waiver by the Agency of any breach ofor 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 parties 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. To the extent the DDA provides for notices to be provided
to "Notice Parties", such Notice Parties shall also be entitled to notice under this Regulatory Agreement.

THE PARTIES H<\VE EXECUTI!:O nils REGUl!\TORV AGREEMF.NT in Sacramento, California as of the Effective Date
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OWNER: 700 BLOCK, L.L.c. , A CALIFORNIA
LIMITED LIABILITY COMPAN\

By: -----,---_-----,-----, _
Cyrus Youssefi, Member

By: -------::c-------:::---.,--------,---------
Ali Youssefi, Member and Manager

By: _---,--,------,_.,----------,-__-----, _
David Miryabianeh, Member

By: _

Behroze Miryabianeh, Member and Manager

By: __----,-_--,----_---:- _
Steve Lebastchi, Member

Approved as to form: _
Developer Counsel

/NOTARIZED ACKNOWLEDGEMENTS]

AGENCY: THE REDE'ELOPI\IENT AGENCY OF THE
CITY 01<' SACRAMENTO

By: _-----,-,------_-:--__----,---_--,----- _
LaShelle Dozier, Executi'-e Director

Approved as to fonn: -----=__----=---- _

Agency Counsel

105



EXHIBIT 1 - LEGAL DESCRIPTION

Real property in the City of Sacramento, County of Sacramento, State ofCalifornia, described as
follows:

THE NORTH 100 FEET OF THE WEST 40 FEET OF LOT 1, IN THE BLOCK BOUNDED BY "K" AND
"L", 7TH AND 8TH STREETS, OF THE CITY OF SACRAMENTO, ACCORDING TO THE MAPS OR
PLAN THEREOF.

APN: 006-0096-002

Real property in the City of Sacramento, Count) of Sacramento, State of California, described as
follows:

THE NORTH 120 FEET IN DEPTH OF LOT 1, IN THE BLOCK BOUNDED BY 7TH AND 8TH, "K"
AND "L" STREETS OF THE CITY OF SACRAMENTO, ACCORDING TO THE OFFICIAL PLAT
THEREOF; EXCEPTING THEREFROM THE WEST 40 FEET IN WIDTH OF THE NORTH 100 FEET IN
DEPTH OF SAID LOT 1; ALSO EXCEPTING THEREFROM SO MUCH THEREOF AS LIES WITHIN
THE BOUNDARIES OF THE FOLLOWING DESCRIBED PARCEL; BEGINNING AT A POINT ON THE
NORTHERLY OR OUTER FACE OF A BUILDING WALL FROM WHICH THE NORTHERLY CORNER
COMMON TO LOTS 1 AND 2, "K" AND "L", 7TH & 8TH STREETS BEARS SOUTH 19°31 '30" WEST,
0.74 FEET OF A FOOT AND THE INTERSECTION OF THE CENTER LINE OF "K" STREET WITH
THE CENTER LINE OF 7TH STREET, AS ESTABLISHED BY THE CITY ENGINEER OF THE CITY OF
SACRAMENTO, BEARS NORTH 19°31 '30" EAST 39.26 FEET TO THE CENTER LINE OF "K"
STREET; AND THENCE NORTH 70°29'20" WEST 120.84 FEET ALONG SAID CENTER LINE;
THENCE FROM SAID POINT OF BEGINNING SOUTH 19°31 '30" WEST 0.74 OF A FOOT TO THE
NORTHERLY CORNER COMMON TO SAID LOTS 1 AND 2; THENCE CONTINUING SOUTH
19°31 '30" WEST 160.26 FEET ALONG THE LINE COMMON TO SAID LOTS 1 AND 2 TO THE
SOUTHERLY CORNER COMMON THERETO; THENCE NORTH 70°28'40" WEST 1.26 FEET ALONG
THE SOUTHERLY LINE OF SAID LOT I; THENCE NORTH 19°3' EAST 0.02 OF A FOOT TO THE
SOUTHWEST CORNER OF A BRICK BUILDING; THENCE ALONG THE WESTERLY FACE OF WALL
OF SAID BUiLDING, FOLLOWING THE OFF-SETS THEREIN, THE FOLLOWING 17 COURSES:
NORTH 19°3' EAST 19.24 FEET; THENCE NORTH 19°32' EAST 27.52 FEET; THENCE NORTH
19°8' EAST 6.21 FEET; THENCE NORTH 70°28' WEST 0.36 OF A FOOT; THENCE NORTH 19°4'
EAST 1.20 FEET; THENCE SOUTH 70°28' EAST 0.37 OF A FOOT; THENCE NORTH 19°26' EAST
21.50 FEET; THENCE NORTH 70°28' WEST 0.36 OF A FOOT; THENCE NORTH 20°52' EAST 1.80
FEET; THENCE SOUTH 70°28' EAST 0.36 OF A FOOT; THENCE NORTH 20°10' EAST 9.11 FEET;
THENCE NORTH 70°28' WEST 0.37 OF A FOOT; THENCE NORTH 19°32' EAST 14.40 FEET;
THENCE NORTH 20°57'10" EAST 19.11 FEET; THENCE NORTH 19°30'35" EAST 39.56 FEET;
THENCE SOUTH 70°31' EAST 0.57 OF A FOOT; THENCE NORTH 19°31 '30" EAST 1.35 FEET TO
THE NORTHWEST CORNER OF SAID BUILDING; THENCE SOUTH 70°29' EAST 0.69 OF A FOOT
TO THE POINT OF BEGINNING, AND BEARINGS HEREIN SET FORTH, BEING REFERRED TO AN
ASSUMED MERIDIAN BY WHICH THE CENTER LIEN OF 7TH STREET BETWEEN "K" AND "L"
STREETS, AS ESTABLISHED BY SAID CITY ENGINEER BEARS NORTH 19°30' EAST AS
DESCRIBED IN QUIT CLAIM DEED FROM SIMON, HORNSTEIN AND MABLE HORNSTEIN, HIS
WIFE, TO R. W. STOVALL DATED SEPTEMBER 30, 1937, RECORDED DECEMBER 5, 1937, IN
BOOK 659 OF OFFICIAL RECORDS, PAGE 309, SACRAMENTO COUNTY RECORDS.

APN: 006-0096-003

Real property in the City of Sacramento, County of Sacramento, State of California, described as
follows:

THE WEST Y2 OF LOT 2, IN THE BLOCK BOUNDED BY "7TH" AND 8"TH", "K" AND "L" STREETS
OF THE CITY OF SACRAMENTO, ACCORDING TO THE OFFICIAL MAP OR PLAT OF SAID CITY.
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APN: 006-0096~004

Real property in the City of Sacramento, Count) of Sacramento, State ofCalifornia, described as
follows:

THE EAST HALF OF LOT 2 IN THE BLOCK BOUNDED BY "K" AND "L", SEVENTH AND EIGHTH
STREETS, IN THE CITY OF SACRAMENTO, ACCORDING TO THE OFFICIAL MAP OR PLAN OF
SAID CITY, BEING MORE PARTICULARLY DESCRIBED AS FOLLOWS:
COMMENCING ON THE SOUTH LINE OF K STREET OF SAID CITY OF SACRAMENTO AT A POINT
LOCATED SOUTH 19°30' WEST 39.99 FEET AND SOUTH 70°29'20" EAST 161.23 FROM THE
INTERSECTION OF THE CENTER LINE OF SEVENTH STREET OF SAID CITY OF SACRAMENTO
WITH THE CENTER LINE OF SAID K STREET AND RUNNING THENCE FROM SAID POINT OF
COMMENCEMENT SOUTH 70°29'20" EAST 40.41 FEET TO THE NORTHEASTERLY CORNER OF
SAID LOT 2; THENCE SOUTH 19°33' WEST ALONG THE EASTERLY LINE OF SAID LOT 2 A
DISTANCE OF 160.28 FEET TO THE NORTH LINE OF AN ALLEY; THENCE NORTH 70°28'40"
WEST ALONG THE NORTH LINE OF SAID ALLEY A DISTANCE OF 40.38 FEET TO A POINT;
THENCE NORTH 19°32'15" EAST A DISTANCE OF 160.27 FEET TO THE POINT OF
COMMENCEMENT.

APN: 006-0096-005

Real property in the City of Sacramento, County of Sacramento, State of California, described as
follows:

THE WEST ONE-QUARTER OF LOT 3 IN THE BLOCK BOUNDED BY "K" AND "L", 7TH AND 8TH
STREETS OF THE CITY OF SACRAMENTO, ACCORDING TO THE MAP OF PLAN THEREOF

APN: 006-0096-006

Real property in the City of Sacramento, County of Sacramento, State of California, described as
follows:

THE WEST HALF OF THE EAST HALF AND THE EAST HALF OF THE WEST HALF OF LOT 3, IN
THE BLOCK BOUNDED BY "K" AND "L", 7TH AND 8TH STREETS OF THE CITY OF SACRAMENTO,
ACCORDING TO THE MAP OF PLAN THEREOF.

APN: 006-0096-007

Real property in the City of Sacramento, County of Sacramento, State of California, described as
follows:

PARCEL NO. 1
THE EAST ONE-QUARTER OF LOT 3 AND THE WEST ONE-QUARTER OF LOT 4 IN THE BLOCK
BOUNDED BY "K" AND "L" 7TH AND 8TH STREETS OF THE CITY OF SACRAMENTO, ACCORDING
TO THE MAP OR PLAN THEREOF.

PARCEL NO. 2
THE EAST THREE-QUARTERS OF THE SOUTH ONE-HALF OF LOT 4 IN THE BLOCK BOUNDED BY
"K" AND "L", 7TH AND 8TH STREETS OF THE CITY OF SACRAMENTO, ACCORDING TO THE MAP
OR PLAN THEREOF, DESCRIBED AS FOLLOWS: BEGINNING AT THE SOUTHEAST CORNER OF
SAID LOT 4 (SAID POINT BEING THE POINT OF INTERSECTION OF THE NORTHERLY LINE OF A
20 FOOT ALLEY AND THE WESTERLY LINE OF 8TH STREET), AND RUNNING THENCE
NORTHERLY ALONG THE EASTERLY LINE OF SAID LOT 4, (BEING THE WESTERLY LINE OF 8TH
STREET) 80.145 FEET TO THE NORTHEAST CORNER OF THE SOUTH ONE-HALF OF SAID LOT 4:
THENCE WESTERLY ALONG THE LINE DIVIDING THE NORTH ONE-HALF FROM THE SOUTH
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ONE-HALF OF SAID LOT 4,60.59 FEET TO THE POINT OF INTERSECTION WITH THE WEST
LINE OF THE EAST, THREE-QUARTERS OF LOT 4; THENCE SOUTHERLY ALONG THE WEST LINE
OF THE EAST THREE-QUARTERS OF SAID LOT 4; 80.135 FEET TO THE INTERSECTION OF SAID
LINE WITH THE SOUTH LINE OF SAID LOT 4 (BEING THE NORTH LINE OF SAID 20 FOOT
ALLEY); THENCE EASTERLY, ALONG THE SOUTH LINE OF SAID LOT 4 AND THE NORTH LINE OF
SAID ALLEY, 60.56 FEET TO THE POINT OF BEGINNING.

APN: 006-0096-008

Real property in the City of Sacramento, County of Sacramento, State of California, described as
follows:

THE NORTH ONE-HALF OF THE WEST ONE-HALF OF THE EAST ONE-HALF AND THE NORTH
ONE-HALF OF THE EAST ONE-HALF OF THE WEST ONE-HALF OF LOT 4 IN THE BLOCK
BOUNDED BY "K" AND "L", 7TH AND 8TH STREETS OF THE CITY OF SACRAMENTO, ACCORDING
TO THE MAP OF PLAN THEREOF.

APN: 006-0096-009

Real property in the City of Sacramento, County of Sacramento, State of California, described as
follows:

THE EAST ONE-QUARTER (E Y4) OF THE NORTH ONE-HALF (N 1;2) LOT NUMBER FOUR (NO.4)
IN THE BLOCK OR SQUARE BOUNDED BY "K" AND "L" STREETS AND SEVENTH (7TH) AND
EIGHTH (8TH) STREETS OF SAID CITY OF SACRAMENTO ACCORDING TO THE OFFICIAL MAP
OR PLAT THEREOF.

APN: 006-0096-010

Real property in the City of Sacramento, County of Sacramento, State of California, described as
follows:

BEGINNING AT A POINT ON THE NORTHERLY OR OUTER FACE OF A BUILDING WALL, FROM
WHICH THE NORTHERLY CORNER COMMON TO LOTS 1 AND 2 IN THE BLOCK BOUNDED BY "K"
AND "L", "7TH" AND "8TH" STREETS OF THE CITY OF SACRAMENTO, ACCORDING TO THE MAP
OR PLAN THEREOF, BEARS SOUTH 19 DEG. 31. 30" WEST 0.74 FEET AND THE INTERSECTION
OF THE CENTER LINE OF "K" STREET WITH THE CENTER LINE OF "7TH" STREET, AS
ESTABLISHED BY THE CITY ENGINEER OF THE CITY OF SACRAMENTO, BEARS NORTH 19 DEG.
31. 30" EAST 39.26 FEET TO THE CENTER LINE OF "K" STREET AND THENCE NORTH 70 DEG.
29. 30" WEST 120.84 FEET ALONG SAID CENTER LINE; THENCE FROM SAID POINT OF
BEGINNING, SOUTH 19 DEG. 31. 30" WEST 0.74 FEET TO THE NORTHERLY CORNER COMMON
TO SAID LOTS 1 AND 2; THENCE CONTINUING SOUTH 19 DEG. 31. 30" WEST 160.26 FEET
ALONG THE LINE COMMON TO SAID LOTS 1 AND 2 TO THE SOUTHERLY CORNER COMMON
THERETO; THENCE NORTH 70 DEG. 28. 40" WEST 1.26 FEET ALONG THE SOUTHERLY LINE OF
SAID LOT 1; THENCE NORTH 19 DEG. 03. EAST 0.02 FEET TO THE SOUTHWEST CORNER OF A
BRICK BUILDING; THENCE ALONG THE WESTERLY FACE OF THE WALL OF SAID BUILDING,
FOLLOWING THE OFFSETS THEREIN, THE FOLLOWING SEVENTEEN COURSES: NORTH 19 DEG.
03. EAST 19.24 FEET; NORTH 19 DEG. 32. EAST 27.52 FEET; NORTH 19 DEG. 03. EAST 6.21
FEET; NORTH 70 DEG. 28. WEST 0.36 FEET; NORTH 19 DEG. 04. EAST 1.20 FEET; SOUTH 70
DEG. 28. EAST 0.37 FEET; NORTH 19 DEG. 26. EAST 21.50 FEET; NORTH 70 DEG. 28. WEST
0.36 FEET; NORTH 20 DEG. 52. EAST 1.80 FEET; SOUTH 70 DEG. 28. EAST 0.36 FEET; NORTH
20 DEG. 10. EAST 9.11 FEET; NORTH 70 DEG. 28. WEST 0.37 FEET; NORTH 19 DEG. 32. EAST
14.40 FEET; NORTH 20 DEG. 57.10" EAST 19.11 FEET; NORTH 19 DEG. 30. 35" EAST 39.56
FEET; SOUTH 70 DEG. 31. EAST 0.57 FEET; NORTH 19 DEG. 31. 30" EAST 1.35 FEET TO A
NORTHWEST CORNER OF SAID BUILDING; THENCE SOUTH 70 DEG. 29. EAST 0.69 FEET TO
THE POINT OF BEGINNING. EXCEPTING THEREFROM THAT PORTION OF SAID REALTY LYING
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WITHIN THE EXTERIOR BOUNDARIES OF THE SOUTH 40 FEET OF LOT 1, IN THE BLOCK
BOUNDED BY "K" AND "L", "7TH" AND "8TH" STREETS OF THE CITY OF SACRAMENTO.

APN: 006-0096-018

Real property in the City of Sacramento, County of Sacramento, State of California, described as
follows:

THE SOUTH 40 FEET OF LOT I IN THE BLOCK BOUNDED BY "7TH" AND "8TH", "K" AND "L"
STREETS OF THE CITY OF SACRAMENTO, ACCORDING TO THE OFFICIAL MAP OR PLAT OF SAID
CITY.

APN: 006-0096-019
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EXHIBIT 2 - FUNDING REQUIREMENTS

TI FUNDING REQUIREMENTS FOR RENTAL HOUSING
Low AND MODERATE INCOME HOUSING FuND

These "TI Funding Requirements" are attached to a Regulatory Agreement, and are incorporated in that Regulatory
Agreement. In tum, the Regulatory Agreement is incorporated in the Disposition and Development Agreement
document that is described in the Regulatory Agreement. Agency Funding is tax increment funds used for the
purchase of the Property and other development assistance. [The capitalized terms used shall have the meanings
below. Terms being defmed are indicated by quotation marks. Capitalized terms in these Tl Funding Requirements
that arc not defined below are defined in the Regulatory Agreement and in such DDA.]

1. RECITALS. Agency is a redevelopment agency organized and operating under the California 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 California Redevelopment Law. The Agency has approved the Agency
Funding on condition that the property 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 ("TI Restricted Units") hy recordation of these TI Funding Restrictions as covenants running
with the land, in accordance with Health & Safety Code Section 33334.3(t). TI Restricted Units are made
affordable by such regulation to persons and households that qualit} 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 hecause the Project will provide housing for persons who work within the Project Areas.

2. AFFORDABILITY REQUIREMENTS. Owner shall assure that the Tl Restricted Units shall be rented or sold at or
below the following rates to households whose incomes are at or below the respectiye income limits for the
rental rate:

a. Moderate-Income Tl Restricted Units shall be rented for amounts that do not exceed payments of thirty
percent (30%) of one hundred and ten percent (I 10%) 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 TI 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 TI 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 determine the affordable amounts for the TI Restricted Units. Within ten
(10) days of Owner request, Agency shall provide all information 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 TI Restricted Units for a term of fifty-five (55) years,
unless a longer term is specified in the body of the document to which this attached.
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EXHIBIT 3 - COMPLIANCE VIOLATIONS AND ACTIONS

COMPLIANCE VIOLATIONS AND ACTIONS
(All payments due and payable within 30-days of assessment)

Tenant Eligibility and Affordabiht)· Vi(llation~

Compliance Fees and Actions* Corrective Time Period
Violation

Tenants over income Initial $500 per unit, again every 90-days 90 days from discovery date to avoid additional
at until another income qualified tenant is $500 charge every 90-days the problem is not
initial move-in housed. corrected.

Correction: Evict tenant if tenant fraud.
Otherwise, next available unit must be
Affordable and rented to an Income-
Qualified tenant.

Incorrect eligibility Initial $50 per file for incorrect 30 days from discovery date to submit copies of
documentation calculations, verifications, or required corrections to compliance staff to avoid additional

documents. Additional $50 per month if $50 per month ifnot corrected
I not corrected.

Correction: Submit copies of corrections
to compliance staff as applicable.

Failure to complete Initial $250 for each incomplete file. 30 days from discovery date to submit corrections
annual Additional $50 per month if not to avoid additional $50 per month ifnot corrected.
recertifications corrected.

Correction: Submit copies of
recertifications to compliance staff.

Failure to maintain Initial $500 per unit, again every 90-days 30 days from discovery date to submit copies of
tenant eligibility thereafter until new records in place. new records to avoid additional $100 per unit per
records Additional $100 per unit per month the month the project remains out of compliance.

project remains out of compliance.
Correction: Immediately establish new
files/records.

Incorrect Rents Reimbursement to tenant of the entire 30 days from discovery date to avoid additional
amount overcharged. $100 payment to $100 per overcharged unit per month fee to
Agency for each over-charged unit. Agency.
Correction: Refund tenant with letter of
correction.

Failure to submit Initial $100 per report. Additional $100 7 days from discovery date to submit complete and
complete and per da~' until complete and accurate report accurate report to avoid additional $100 per day
accurate monthly submitted. Correction: Submit copies of charge.
Bond Report by due corrections to compliance staff as
date applicable.
Failure to comply Initial $100 per report. Additional $100 30 days from discovery date to submit corrections
with approved per day unlii complete and aceorate report Ito avoid additionai $100 per da)· charge.
Management Plan submitted. Correction: Submit copies of

corrections to compliance staff as
applicable.

Failure to submit Initial $100 per report. Additional $100 7 days from discovery date to submit corrections
complete and per day until complete and accurate report to avoid additional $100 per day charge.
accurate quarterly submitted. Correction: Submit copies of
Resident Services corrections to compliance staff as
report by due date applicable.
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Failure tu provide a Initial $250 per service. Additional $100 7 days from discovery date to implement required
resident service per day until service is provided. service or provide new resident services plan to
required by Resident Correction: Implement required service or avoid additional $100 per day charge; 30 days
Services Plan new resident services plan submitted and from discovery date to implement new plan to

approved; approved plan implemented.. avoid additional $100 per day charge.
Noncompliant lease $100 per noncompliant lease. 30 days from discovery date to avoid additional

Correction: Prepare and execute $100 per noncompliant lease per month charge to
approved lease or addendum to address Agency.
the deficiency.

Housin~ Quality Standard'!l Violation~

Compliance Fees and Actions* Corrective Time Period
Violation

Verifiable existence $200 per unit. Additional $75 per day 3-days from discovery date to submit action plan
of Toxic Mold charge each time efforts fall outside of to address. 10-days to relocate tenant if necessary.

corrective timeframes. 30-days to obtain certification that unit is mold
Correction: Prepare and submit action free. $75 per day additional charge each time
plan that addresses scope of work and efforts fall outside of these timeframes.
timetable to complete. Relocate tenant if
necessary. Obtain certified clearance that
mold has been abated and unit is safe to
occupy once again.

7-days from discovery date to avoid additional $75-Broken pipes and $200 per unit. Additional $75 charge per
plumbing facilities day if not corrected. per day each day thereafter corrective action not

Correction: Repair/replace as necessary taken.
Smoke detectors not $200 per unit with non-functional smoke Within 24 hours of discovery date to avoid $75 per
working in the units detector. Additional $75 charge per day day additional charge each day thereafter

if not corrected. corrective action not taken.
Correction: Replace batteries or non-
working unit within 24 hours.

Windows with large $200 per unit. Additional $75 charge per 7-days from date ofdiscovery to avoid $75 per
cracks or missing day if not corrected. day additional charge each day thereafter
glass Correction: Repair:replace as necessary. corrective action not taken.
Infestation of roaches $200 per infested unit. Additional $75 7-days from date of discovery to avoid $75 per
or vermm charge per day if not corrected. day .:tdditional charge each day thereafter

Correction: Letter from pest control corrective action not taken.
company verifying removal of pests with
paid invoice to compliance staff.

Non-working heating $500 per nonworking unit. Additional Within 24 hours ofdiscovery date to avoid $75 per
unit (Winter) or air $75 charge per day if not corrected. $75 day additional charge each day thereafter
conditioning unit re-inspection fee if necessary to verify corrective action not taken.
(Sulluner) problem corrected.

Correction: Repair/replace as necessary.
Excessive amount $200 per unit. Additional $75 charge per 7-days from date of discovery to avoid $75 per

I of urine/ feces day ifnot corrected. day additional charge each day thereafter
Correction: Clean unit as necessary and corrective action not taken.
address problem as the lease aHows.
Submit correction letter with
documentation to compliance staff.

Excessive amount of $75 per unit. Additional $75 charge per 14-days from date of discovery to avoid an
trash/garbage in the day if not corrected. additional $75 per day thereafter each day
unit Correction: Clean unit and send letter of corrective action not taken.

correction to compliance staff.
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Hazardous exterior $500 for hazardous conditions. 7-days from date of discovery to avoid $75 per
conditions Additional $75 charge per day ifnot day additional charge each day corrective action

corrected. $75 re-inspection fee. not taken.
Correction: Clean and/or repair as
necessary. Re-inspection to verify
problem addressed.

Large holes $100 per unit. Additional $75 charge per 30-days from date of discovery to a\ oid $75 per
walls/ceiling day if not corrected. day additional charge each da) corrective action

Correction: Submit correction letter with not taken.
documentation to compliance staff

Non-Operable $500 per non-working gate. Additional 7-days from date of discovery to avoid $75 per
Security Gate $75 charge per day ifnot corrected. $75 day additional charge each day corrective action

re-inspection fee if necessary to verify not taken.
problem corrected.
Correction: Repair/replace as necessary.

No Security Camer:lS $250 per discovery. Additional $75 30-days from the date of discovery to avoid $75
(if cameras required) charge per day ifnot corrected. $75 re- per day additional charge each day thereafter

inspection charge to verify problem corrective action not taken.
corrected.
Correction: Replace cameras.

Non-working $100 per camera per discovery. 7-days from date of discovery to avoid $75 per
Security Cameras Additional $75 charge per day ifnot day additional charge each day corrective action

corrected. $75 re-inspection charge to not taken.
verify problem corrected. Correction:
Repair/replace as necessary.

Non-working or non- $100 per item per discovery. Additional 7-days from date of discovery to avoid $75 per
accessible $75 charge per day if not corrected. $75 day additional charge each day corrective action
amenities/services re-inspection charge to verify problem not taken.

corrected. Correction: Repair/replace as
necessary.

* No compliance fee will be assessed for one incident of each type of compliance violation per annual 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 Tenant Eligibility and Affordability Violations and Housing Quality Standards
Violations tables.
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Exhibit E

PERMANENT LOAN AGREEMENT

700 BLOCK OF K STREET

FOR 1111 7TH
STREET, SACRAMENTO, CALWORNIA

(SELLER CARRY BACK LOAN)

ARTICLE I TERMS AND DEFINITIONS:

I_'--='E:..:F..:..F;;:,ECT:::....:..:IV...:..E=D..:..A:..:TE.:::-"__--1. 1 Which is the date as ofwhich this Loan Agreement shall be effective.

LENDER AND BORROWER HAVE ENTERED THIS LOAN AGREEMENT AS OF THE EFFECJ1VE DATE. This Loan Agreement
includes Article II Loan Provisions and the attachments and Exhibits listed below, all ofwhich are incorporated in this
Loan Agreement by this reference. The capitalized terms in this Loan Agreement shall have the meanings assigned in
Article I Terms and Definitions and as defined in Article II Loan Provisions. (ferms being defined are indicated by
quotation marks. Ifan item in this Article I table is marked "None, Not Applicable, N/A or equivalent or is left blank, that
defined term is not applicable to this Loan or the referenced item is not required or is not included in this Loan, as the
context may indicate.) The Lender is making the Loan pursuant to the terms and conditions of this Loan Agreement.

NOW, THEREFORE, in consideration of their mutual promises, the parties agree as follows:

" 'B ~ ~ ~ ~.\. "I.oall 11I100tlll,)l1 fl''''~k -,,'IlL'I,dl, '.\11 1)1 ,,,,,,i,)Jh ,>I tlk' I \1,1 ~+t"'; ~ i
~ J. .. ~ D a _w _

-

"LENDER" The following public agency that is malcing the Loan, and whose legal status and address are:
Name Redevelopment Agency ofthe City of Sacramento
Legal Status A public body, corporate and politic
Principal Address 801 12th Street, City of Sacramento, Sacramento County, California 95814

-
"BORROWER" The borrower of the Loan funds whose name, legal status and address are:

Name 700 Block, LLC
Legal Status limited liability company
Principal Address 1006 4th Street, Suite 701, Sacramento, CA 95814

"LoAN" The Loan made by this Loan Agreement.
"LoAN COMMITMENT" Lender's loan commitment, made by letter dated as of

This is a seller "carry back" Loan for the
Purchase Price ofa certain property,

"LOAN PROGRAM" Lender's Loan Program, commonly known as 1111 7th Street, to be conveyed pursuant
to the DDA for the 700 Block ofK
Street Project.

"LoAN AMOUNT" Four Hundred Seventy Thousand One Hundred Twenty Dollars and No Cents ($470,120.00)
"INTEREST RATE" The interest rate is 8.25% compounded annually.__._--

Close ofescrow for the funding of the permanent loans for the Project."MATURITY DATE"
"PAYMENT START The first day ofthe 49th calendar month following the Effective Date.
DATE"

Payable monthly, commencing on the Payment Start Date and continuing on the first day ofeach

"PAYMENT SCHEDULE" calendar month thereafter, through and including the four hundred fifty-seventh (457th) payment
month. The Seller Carryback Payment Schedule is attached hereto and incorpomted herein as
Exhibit 6: Payment Schedule.

Three Million Thirty Thousand Which is the minimum amount of cash or cash equivalent

Dollars and No Cents (excluding land equity or other non-cash investment in
"BORROWER EQUIlY" ($3,030,000.00) or other amount the Project) that Borrower is investing in the Project,

agreed to by Lender and Borrower which amounts may be invested in the Project via a
NMTC leverage loan as contemplated in the DDA. I
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"SPECIAL TERMS"

No principal payments prior to the expiration of the NMTC compliance period. If refinanced or
paid in full in any month prior to the full term, in addition to paying the then outstanding
principal, borrower must also pay the recapture amount listed in Exhibit 6: Payment Schedule
for the month in which the refinance or payment in full occurs.

»~"( IIllall'r,il" I c' t,'ILtiL'ldl 'LluriJl~ Il'P,I~Il1~'lll <,lllll' I ".ID. \\hllh <\,llaterdl Ll)lhi~h of the j"IIl'\\ll1k

"PROPERTY" The following described real property, which is security for the Loan:
Address 1111 7th Street, Sacramento, California
Assessor's Parcel

006-0096-019
Number

"Legal Description"
The Property is situated in the State ofCalifornia, County of Sacramento, and is more particularly
described in Exhibit 1: Leni DescrintiOD attached and incorporated by reference.

Borrower's Title Borrower has fee interest in the Property or, if the Additional Escrow Instructions so indicate,
Interest Borrower will acquire fee interest in the Property at Close ofEscrow.

"ADDITIONAL The Additional Collateral securing repayment oftbe Loan is any additional security required by
COLLATERAL" Lender under this Loan Agreement, includin~ without limitation the following items, if any

"PERSONAL
Borrower's interest in the following personal

Leases and rental agreements for the
PROPERTY"

property, tangible and intangible, and all other such
Property

property listed as security in this Loan Agreement

Address 700,704,712,716,718, 724, 726 and 730 K Street, 1113 7th
Street and 1114 8th Street, Sacramento, California
006-0096-002,006-0096-003,006-0096-004,006-0096-005,

Assessor's Parcel Number 006-0096-006, 006-0096-007, 006-0096-008, 006-0096-009,
"ADDITIONAL REAL 006-0096-010, and 006-0096-018
PROPERTY" "Legal Description" Not Applicable

Borrower's Title Interest
Not Applicable

"Escrow"
"Closing Date"

First Ameri(;aIl Title Company

The escrow with Escrow Agent

Which is the title company that will issue the Title Policy
and that will act as Escrow Agent for the Escrow

Which is the date for close of the Escrow, as it may be
extended

-; 11 . ""'~ : I" • , ~c-", 'J "
' . .... ~ ""0. .. U\i'! ({f.:-l1!\ mll"'~ ( ~::.IJ.:~~l·l1l#>itlt 111.1, II' LI . Ih.J:·tt"'·~n~'?~tE"(-Pt': I nan \~lc~menl \:

• 0 'lo II' ...:J
-

EXHffilT DEFINED T'ERM
Exhibit 1: Lellal Descrintion "Legal Description"
Exhibit 2: Note Form "Note"
Exhibit 3: Trust Deed Form "Trust Deed"
Exhibit 4: Regulatory Agreements "Regulatory A~reements"

Exhibit 5: Escrow Instructions "Escrow Instructions
Exhibit 6: Seller Carryback Payment Schedule "Payment Schedule"

-

D. '"A Pi'!<O\ "L DO<.l'~1Ei'iTS" R,1n-r,wcl "I,all ;,ubmll lh~ k,II(\\\'IlI~ dtl{;LJJl1l'nl~ l~r l'-'rld~r ill~l'r, ~\ al__

Borrower's organizational documents, such as partnership agreements or corporate articles and by-laws
Bud~et for the operation of the Property, including capital improvements and operating reserve account
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IPermanent financing documents for senior loans

Subject to the interests of any senior lender, any lease and rental agreements fOf the Prop

I. ::'SI'Hol \1:PI{/)\'I""'!()'~',-,," I itL'lilll",\ II\~ ,pcclal P',1\ "'!tIn" ...h;Jl1 tw 11\ .IJdjii(ll~ \(. th-: pro\ i~.l\)lb (If lh." I ,)dl1 !\~Il'l>I1ll'llt
--

This Loan is made pursuant to the DDA. This Loan Agreement is subject to the DDA including without limitation, conditions
precedent to funding the Loan or making disbursements of the Loan Proceeds, in the event ofany inconsistency between the
DDA and this Loan Agreement, the DDA shall control.
As consideration for the Agency's DDA, in the event the Project's debt is refmanced, the net proceeds of the refinance after
repayment of all debt shall be split 50 percent in favor of the Developer, 42 percent in favor of the Downtown Revitalization
Corporation, and 8 percent in favor of the Agency. For purposes of determining net proceeds, any costs associated with the
refinancing, including any costs associated with the unwinding or refinancing of the NMTC transaction after the end of the
NMTC compliance period, will be netted from the proceeds. In the event of a sale of the Project, proceeds will be split 80
percent in favor of the Developer, 17 percent in favor of the Downtown Revitalization Corporation, and 3 percent in favor of
the Agency.
Borrower may elect to close the Loan in advance ofclosing of all New Market Tax Credit financing. Agency will subordinate
this Loan to the senior loan instrument, provided that such subordination does not require modification of this Loan Agreement
nor Agency's entering into any agreements containing new or modified Loan terms.

THE PARTIES HAVE EXECUTED THIS LOAN AGREEMENT in Sacramento, California as of the date first written above.

BORROWER: 700 BLOCK, LLC

By:__::-::-_-=--=-----=- _
Cyrus Y oussefi, Member

By: _----,-_----,--::-:_:---_-:-::-::---__
Ali Youssefi, Member and Manager

By: _--::---::-:-----=---,---.....,.-:-:-----=- _
David Miryabianeh, Member

By: ---,-------,----_:--_--,---_-:--_
Behroze Miryabianeh, Member and Manager

By: -.,. _

Steve Lebastchi, Member

AGENCY: REDEVELOPMENT AGENCY OF THE CITY
OF SACRAMENTO

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

Approved as to fonn:

Agency Counsel
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ARTICLE D LOAN PROVISIONS

LENDER AND BORROWER HAVE ENTERED THIS LOAN AGREEMENT AS OF THE EFFECTIVE DATE. The capitalized terms
in this Loan Agreement shall have the meanings assigned in Article I General Terms and as defined in Section I of this
Article II Loan Provisions. (Terms being defined are indicated by quotation marks.) The Lender is making the Loan
pursuant to the DDA and the terms and conditions of this Loan Agreement.

NOW, THEREFORE, in consideration of their mutual promises, the parties agree as follows:

I. DEFINITIONS. Terms not defined in Article I and II of this Loan Agreement shall have the definitions assigned in the
Trust Deed. If a definition in Article I refers to an Exhibit that is a document form, the attached document is a true and
correct copy of the document referenced. As used in this Loan Agreement, the following terms shall have the following
meanings:

1.1. "Business Day" means regularly scheduled business day of the Sacramento Housing and Redevelopment Agency.
Whenever any payment to be made under this Loan Agreement is due on a day other than a Business Day, it may be made
on the next succeeding Business Day, and the resulting extension of time will be included in the computation ofpayment of
interest.

1.2. "Close ofEscrow" means the fulfillment of the Escrow terms and conclusion of the Escrow, including, without
limitation, the execution ofunexecuted documents, the recordation ofdocuments 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 instructions
for the Escrow. The Close ofEscrow shall occur on the Closing Date.

1.3. "Default Rate" is the maximum legal interest rate.

L4. Disposition and Development Agreement ("DDA") is the agreement, dated June ,2011, by and between Lender
and Borrower containing the terms and conditions for the redevelopment of the Property.

1.5. "Escrow" is the escrow with Title Company for the closing of the Loan.

1.6. "Escrow Instructions" means the Escrow Instructions for the Escrow signed by each of the parties to this Loan
Agreement.

1.7. "Event of Default" is breach ofor default in a party's obligations under this Loan Agreement, the Trust Deed, the
Note and any other instrument that is incorporated in this Loan Agreement or that otherwise secures the repayment of the
Loan, after the expiration ofapplicable notice and cure period.

1.8. "Financial Statements" means the financial statements ofBorrower (and any other persons on whose financial
capacity the Lender has relied in making this Loan) as may be required by Lender from time to time, including operating
statements, balance sheets, and any other financial reports and information that Lender may require.

1.9. "Fixtures" means all fixtures located on or within the Property or now or later installed in or used in connection
with any of the Property, including, as applicable and without limitation, all partitions, screens, awnings, motors, engines,
boilers, furnaces, pipes, plumbing, elevators, cleaning and sprinkler systems, fire extinguishing apparatus and equipment,
water tanks, heating, ventilating, air conditioning and air cooling equipment, built-in refiigerators, and gas and electric
machinery, appurtenances, and equipment, whether or not permanently affixed to the Project.

1.1O. "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.

1.11. "Governmental Requirement" means any law, ordinance, order, rule, regulation, plan, ruling, determination or
requirement ofa Governmental Authority.
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1.12. "Loan" is the loan from Lender to Borrower made pursuant to this Loan Agreement.

1.13. "Loan Agreement" means this Loan Agreement including Article I and II, all Exhibits attached to this Loan
Agreement (which are incorporated in this Loan Agreement by this reference) and the Loan Documents which are not
otherwise included in this definition.

1.14. "Loan Documents" means the Note, this Loan Agreement, the Security Documents, and all other documents
(including guaranties) evidencing, securing, or relating to the Loan.

1.15. "Loan Maturity Date" means the date on which the entire unpaid balance ofthe Loan, including principal and
interest, is due and payable.

1.16. "Permanent Lender" is the lender for the Permanent Loan.

1.17. "Permanent Loan" means the permanent financing obtained by Borrower, which is to be made concurrently with
the Loan and which is secured by a senior lien against the Property.

1.18. "Personalty" means, whether or not listed as Additional Collateral, all ofBorrower's interest in all accounts,
contract rights, and general intangibles (specifically including any insurance proceeds and condemnation awards) arising
out of the ownership or operation of the Property, and all furniture, furnishings, equipment, machinery, materials and
supplies, leasehold interests in personal property, and all other personal property (other than Fixtures) of Borrower now or
later located about the Property, together with all present and future attachments, accessions, replacements, substitutions,
and additions, and the cash and noncash proceeds.

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

1.20. "Security Documents" means the Trust Deed, together with all other documents entered into between Borrower
and Lender or by Borrower in favor of, or for the benefit of, Lender that recite that they are to secure the Loan.

1.21. "Title Policy" means the title insurance policies to be issued in connection with this Loan, as further defined in
the Escrow Instructions.

2. BORROWER'S REPRESENTATIONS AND WARRANTIES. As a material inducement to Lender to enter into this Loan
Agreement and to make the Loan to Borrower, Borrower unconditionally, and each signatory who signs on its behalf, to the
extent of their actual knowledge, represents and warrants to Lender, as of the Close ofEscrow, as follows:

2.1. BORROWER'S POWERS. Borrower has full power and authority to execute this Loan Agreement, the Note, the
Trust Deed, and all of the other Loan Documents, to undertake and consummate the contemplated transactions, and to pay,
perform, and observe all of the conditions, covenants, agreements, and obligations.

2.2. BINDING OBLIGATION. This Loan Agreement, the Note, the Trust Deed, and each of the other Loan Documents
constitutes a legal and binding obligation of, and afe valid and enforceable against, each party other than Lender, in
accordance with the terms ofeach.

2.3. LITIGATION. There are no actions, suits, or proceedings pending or, to the best knowledge ofBorrower,
threatened against or affecting Borrower, the Property, or any part of it, or involving the validity or enforceability of the
Trust Deed, the priority of the lien, or the validity or enforceability ofany of the other Loan Documents, at law or in equity,
or before or by any Governmental Authority. Borrower is not in default with respect to any order, writ, injunction, decree,
or demand ofany court or other Governmental Authority.

2.4. No VIOLATION. The consummation of the transactions covered by this Loan Agreement and the payment and
perfonnance of all of the obligations in the Loan Documents, will not result in any breach of, or constitute a default under,
any mortgage, deed of trust, lease, contract, loan or credit agreement, corporate charter, bylaws, partnership agreement,
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trust agreement, or other instrument to which the Borrower or any of its general partners is a party or by which it or they or
the Property may be bound or affected.

2.5. No DEFAULT. There is no Event of Default or Potential Default on the part of Borrower.

2.6. TITLE TO PROPERTY. Borrower is the sole legal and beneficial owner of the Property, which is free of all claims,
liens, and encumbrances other than those shown in the Title Policy.

2.7. No UNAPPROVED LOANS. Borrower has not received financing for either the acquisition of the Property, the use
and operation of the Property, or the permanent financing of the Property except as has been fully disclosed to and
approved by Lender in writing.

2.8. TITLE OF PERSONALTY. All Personalty is vested solely in Borrower, free ofall claims, liens, and encumbrances,
and the security interest of Lender in the Personalty is a first lien.

2.9. TAXES PAID. Borrower has filed all required Federal, State, County, and City tax returns and has paid all taxes due
and owing. Borrower knows ofno basis for additional assessments with respect to any taxes, other than the lien of taxes
not yet due.

2.10. CONSTRUCTION QUALITY. There are no structural defects in the Property that are known to or reasonably should
be known to Borrower or its agents and employees, and to the best of Borrower's knowledge, no violation of any
Governmental Requirement exists.

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

3. LOAN. Lender agrees to lend to Borrower, and Borrower agrees to borrow from Lender, the Loan Amount, to finance
the purposes and uses and subject to the terms, conditions, representations, warranties, and covenants, all as stated in this
Loan Agreement.

3.1. PRINCIPAL AMOUNT. The principal amount of the Loan shall be the Loan Amount.

3.2. LOAN TERMS. The Loan is made pursuant to the Loan Program and is subject to the laws, rules and regulations of
the Loan Program. Lender agrees to disburse the Loan Proceeds in the manner and subject to the limitations stated in this
Loan Agreement. Interest, at the Interest Rate, shall accrue on each disbursement ofLoan Proceeds commencing on the
date on which each such disbursement is made. Repayment of the loan shall be made, in payments ofprincipal and interest,
in lawful tender of the United States, in accordance with the Payment Schedule.

3.3. NOTE AND SECURITY DOCUMENTS. The Loan is evidenced by the Note executed by Borrower in favor of Lender
and delivered to Lender upon Close ofEscrow. Repayment of the Note is secured by the Trust Deed covering the Property.
Borrower shall execute the Trust Deed in favor of the Title Company as Trustor in trust for the benefit ofLender and
deliver it to Escrow for recordation. The Loan is also secured by the Additional Collateral, if any, as evidenced by the
applicable Security Documents.

3.4. REGULATORY AGREEMENT. The Regulatory Agreement imposing covenants, conditions and restrictions running
with the land is a material consideration for the making of the Loan. Borrower shall execute the Regulatory Agreement
prior to Close of Escrow and deliver it to Escrow for recordation.

4. PERFORMANCE CONDITIONS. The following are conditions precedent to performance under this Loan Agreement:

4.1. CONDITION OF TITLE. Lender shall cause Escrow Agent to issue to Borrower (with a copy to Lender) the
Preliminary Report, together with copies ofall documents relating to title exceptions referred to L'1 the Preliminary Report.
At Close ofEscrow, Lender's Trust Deed shall be a valid lien against the Property securing the Loan and subject to no
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exceptions to title (of record or off record) other than the exceptions listed in the "Conditions of Title" in the Escrow
Instructions.

4.2. CONDITIONS TO LENDER'S PERFORMANCE. Lender's obligation to perform under this Loan Agreement is subject
to all of the following conditions: (a) the DDA by and between Lender and Borrower specifically related to the conveyance
of the Property and the development of the Project has been executed and is in full force and effect; (b) the Regulatory
Agreements purspant to that DDA are in full force and effect and have been recorded as liens against the Property;
Borrower has peiformed all of its obligations then to be performed pursuant to this Loan Agreement; (c) Borrower has met
the Additional Conditions to Closc ofEscrow and applicable Special Provisions, if any (d) the closing conditions as defined
in the Escrow Instructions have been fulfilled as ofClose ofEscrow; (e) Borrower's representations and warranties in this
Loan Agreement are true and correct as of the Close ofEscrow, (f) the Agreement continues to be in full force and effect,
no default on the part ofBorrower has occurred under the Loan Agreement, and no event has occurred that, with the giving
ofnotice or the passage of time, will constitute a default by Borrower under the Loan Agreement; and (g) Lender has
approved the Approval Documents.

4.3. CONDITIONS TO BORROWER'S PERFORMANCE. Borrower's obligation to perform under this Loan Agreement is
subject to satisfaction ofall of the following conditions: (a) Lender has performed all of its obligations then to be performed
pursuant to this Loan Agreement; (b) the closing conditions as defined in the Escrow Instructions have been fulfilled as of
Close ofEscrow; (c) Lender has met the Additional Conditions to Close ofEscrow and applicable Special Provisions, if
any. (d) Lender's representations and warranties in this Loan Agreement are correct as ofthe date of this Loan Agreement
and as of the Close of Escrow; and (e) the Loan Agreement continues to be in full force and effect, no default on the part of
Lender has occurred under the Loan Agreement, and no event has occurred that, with the giving ofnotice or the passage of
time, will constitute a default by Lender under the Loan Agreement.

4.4. ESCROW. The parties shall open the Escrow promptly after the Effective Date. Escrow shall close as provided in
the Escrow Instructions on or before the Closing Date.

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

5. RELOCATION. Lender is required by law to provide relocation services and make relocation payments to eligible
tenants, if any, displaced as a result of the Lender's involvement in the Property. Borrower shall comply fully with all
relocation laws that are the obligation of Lender or are otherwise applicable to the Property. Borrower's compliance with
the relocation requirements as stated in this Section 5 is a material element of this Loan. Borrower's failure to comply with
the relocation requirements as stated in this Section 5 is an Event ofDefault.

5.1. RELOCATION COSTS. Unless otherwise stated in this Agreement, any amounts paid by Lender for relocation costs
and services shall be considered advances under the Loan.

5.2. COOPERATION AND ACCESS. Borrower shall cooperate fully with Lender in complying with such relocation laws,
including without limitation, providing Lender access to all tenants of the Property, to all books and records related to the
tenants of the Property and to all properties offered for temporary or permanent relocation. Prior to taking any action with
respect to relocation oftenants, Borrower shall meet with Lender to establish reasonable protections for tenants and related
reporting requirements for Borrower.

6. ADDITIONAL SECURITY INSTRUMENTS. Upon request by Lender, Borrower shall execute and deliver to Lender a
security instrument in favor ofLender naming as secured property all contracts related to the Property and all other property
ofany kind owned by Borrower and used primarily in connection with the Property. Lender may require such instrument at
any time, and from time to time may require additions of new contracts and other property. Borrower irrevocably assigns to
Lender, effective upon Lender's written demand, as security for the due performance ofthis Loan Agreement all of its
right, title, and interest in the Assigned Documents.

7. DEFAULTS

7.1. EVENTS OF DEFAULT. At the option ofl~der, each of the following events will constitute a default (each an
"Event ofDefault") after applicable notice and cure periods:
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7.1.1. The occurrence ofan Event ofDefault under the Trust Deed.

7.1.2. Borrower's failure to comply with any Governmental Requirements; provided, however that Borrower's
right to challenge the Governmental Requirements is not abridged.

7.1.3. Borrower's failure to keep in full force any material permit, license, consent, or approval with respect to the
occupancy or use of the Property, unless Borrower has renewed the same or otherwise cured the lapse prior to Agency's
issuance of a notice of the default.

7.1.4. The filing of any lien against the Property, if the claim of lien continues for sixty (60) days without
discharge, satisfaction, or the making ofprovision for payment (including bonding) to the satisfaction ofLender.

7.1.5. The attachment, levy, execution, or other judicial seizurc of any portion of the Property, or any substantial
portion of the other assets of Borrower, that is not released, expunged, bonded, discharged, or dismissed within sixty (60)
days after the attachment, levy, execution, or seizure.

8. REMEDIES

8.1. OPTION TO ACT. On the occurrence ofany Event of Default, in addition to its other rights in this Loan Agreement
or in any of th~ other Loan Documents, at law, or in equity, Lender may, without prior demand, exercise anyone or more of
the following rights and remedies:

8.1.1. Terminate its obligation to make disbursements.

8.1.2. Declare the Note and all other sums owing to Lender with respect to the other Loan Documents immediately
due.

8.1.3. Make any disbursements after the happening ofanyone or more of the Events of Default, without waiving
its right to demand payment of the Note and all other sums owing to Lender with respect to the other Loan Documents or
any other rights or remedies and without liability to make any other or further disbursements, regardless ofLender's
previous exercise ofany rights and remedies.

8.1.4. Proceed as authorized at law or in equity with respect to the Event ofDefault, and in connection with that,
remain entitled to exercise all other rights and remedies described in this Loan Agreement or the Trust Deed.

8.1.5. Make any unauthorized payment from Loan Proceeds or other funds of Lender.

8.1.6. Recover its funds expended in exercising or enforcing any of its rights or remedies under any of the Loan
Documents, together with interest at the Default Rate from the date the funds were spent until repaid which amounts will be
deemed secured by the Trust Deed.

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

8.3. DISCLAIMER. Whether Lender elects to employ any of the remedies available to it in connection with an Event of
Default, Lender will not be liable for the failure to protect the Property; the payment of any expense incurred in connection
with the exercise of any remedy available to Lender; or the performance or nonperformance ofany obligation of Borrower.

9. FIRE, HAZARD AND EXTENDED COVERAGE INSURANCE. For the duration of Loan Agreement, Borrower shall obtain
and maintain fire and hazard insurance to the full insurable value of the Property with endorsements of extended coverage,

121



vandalism, and malicious mischief, and with such other endorsements and in such amounts as the Agency may reasonably
require to protect the Property. In the event ofdamage to the Property and subject to the requirements ofLender, Borrower
shall use the proceeds ofsuch insurance to reconstruct the Property and the public improvements.

9.1. INSURANCE PROVISIONS. Each policy of insurance required under this Loan Agreement shall be obtained from a
provider licensed to do business in California and having a current Best's Insurance Guide rating ofA-V or better, or such
other equivalent rating, as may reasonably be approved by Agency's legal counsel. Each policy shall bear an endorsement
precluding cancellation or termination ofthe policy or reduction in coverage unless the Agency has been given written
notice ofsuch intended action at least thirty (30) days prior to its effective date.

9.2. FAILURE TO MAINTAIN. IfBorrower fails to obtain or maintain, or cause to be obtained and maintained, any
insurance required by this Loan Agreement, the Agency shall have the right to purchase the insurance on Borrower's
behalf, and Borrower shall promptly reimburse the full cost ofsuch insurance to the Agency. IfBorrower fails to reimburse
the Agency for insurance, the amount of unpaid reimbursement shall bear interest, at the maximum rate pennissible under
the law, until paid.

10. MISCELLANEOUS.

10.1. NONRECOURSE. Nothwitbstanding any provision of this Loan Agreement or any document evidencing or
securing this Loan, Borrower, an Borrower's principals, agent, officer, and successors in interest shall not be personally
liable for the payment of the Loan or any obligation of the Loan. .

10.2. FEDERAL REQUIREMENTS. If any Loan Program is federally funded, Borrower shall comply with all laws, rules,
regulations and funding requirements that govern the use ofsuch funds. Lender shall fully cooperate with, and assist,
Borrower in fulfillment of such obligations.

10.3. NATURE OF REPRESENTATIONS AND WARRANTIES. Borrower certifies to Lender that all representations and
warranties made in this Loan Agreement and all other Loan Documents are true and correct i.'1 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
warranties not misleading. All representations and warranties will remain true and correct in all material respects and will
survive so long as any ofBorrower's obligations have not been satisfied or the Loan or any part of it remains outstanding,
and for any applicable statute of limitations period. Each request by Borrower for a disbursement will constitute an
affirmation that all representations and warranties remain true and correct as of the date of that request. Each representation
and warranty made in this Loan Agreement, in any other Loan Documents, and in any other document delivered to Lender
by Borrower, will be deemed to have been relied on by Lender, regardless ofany investigation, inspection, or inquiry made
by Lender or any related disbursement made by Lender. The representations and warranties that are made to the best
knowledge ofBorrower have been made after diligent inquiry calculated to ascertain the truth and accuracy of the subject
matter ofeach representation and warranty.

10.4. FINANCIAL STATEMENTS. Borrower shall provide Financial Statements to Lenders, as and when reasonably
requested to assure the good status of the Loan and the Property.

10.5. No WAIVER. No failure or delay on the part ofLender in exercising any right or remedy under the Loan
Documents will operate as a waiver nor will Lender 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. Waivers ofany covenant, term, or condition in this Loan
Agreement will not be construed to waive any subsequent breach of the same covenant, term, or condition.

10.6. No THIRD PARTIES BENEFITED. This Loan Agreement is made and entered into for the sole protection and
benefit of the parties and their permitted successors and assigns, and no other Person will have any right ofaction or any
rights to funds at any time on deposit in the Construction Account or the Impound Account, if established.

10.7. NOTICES All notices to be given under this Loan Agreement shall be in writing and sent to the addresses stated
above by one or more of the following methods.
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(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 overnight courier, by priority overnight service, in which case notice shall be
deemed delivered one (1) business day after deposit with that courier;

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

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 of the notices to receiving party at the "Fax Number" given
in the Escrow Attachment or to such other address as Developer or Agency may respectively designate by written notice to
the other.

10.8. ACTIONS. Lender 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 Loan Agreement. In
connection with that, Lender may incur and pay costs and expenses, including, without limitation, reasonable attorney fees.
Borrower agrees to pay to Lender on demand all these expenses, and Lender is authorized to disburse funds from the
Construction Account for that purpose. This Section does not apply to actions or proceedings between the parties.

10.9. ASSIGNMENT. The terms of this Loan Agreement will be binding on and inure to the benefit of successors and
assigns of the parties. However, Borrower shall not assign this Loan Agreement or any interest it may have in the monies
due or, except as otherwise provided, conveyor encumber the Property or any Personalty or Fixtures now or later on the
Property without the prior written consent of Lender. However, if there is an assignment, conveyance, or encumbrance,
Lender may nevertheless at its option continue to make disbursements under this Loan Agreement to Borrower or to those
who succeed to Borrower's title, and all sums so disbursed will be deemed to be disbursements under this Loan Agreement
and not modifications, and will be secured by the Security Documents. Lender may at any time assign the Loan Documents
to any affiliate of Lender or to a national bank or other equivalent lender, and the assignee will assume the obligations of
Lender, and Lender will have no further obligation ofany nature. In that case, the provisions of this Loan Agreement will
continue to apply to the Loan, and the assignee will be substituted in the place and stead of Lender, with all rights,
obligations, and remedies of Lender, including, without limitation, the right to further assign the Loan Documents. In
addition, Lender may at any time assign a participation in the Loan to any other party, provided that Lender continues to be
primarily obligated under this Loan Agreement.

10.10. PREPAYMENT. Borrower may prepay the Loan only on and subject to the terms and conditions in the Note.
Borrower shall have no rights to receive, and under no circumstances will Borrower receive repayment ofany fees
previously paid to Lender.

10.11. BORROWER, LENDER RELATIONSHIP. The relationship between Borrower and Lender is, and will at all times
remain, solely that ofborrower and lender, and Lender neither undertakes nor assumes any responsibility for or duty to
Borrower.

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

10.13. CONSENTS AND ApPROVALS. All consents and approvals by Lender required or permitted by any provision of
this Loan Agreement will be in writing. Lender's consent to or approvai of any act by Borrower requiring further consent
or approval will not be deemed to waive or render unnecessary the consent or approval to or of any subsequent similar act.

10.14. SURVIVAL OF WARRANTIES AND COVENANTS. The warranties, representations, conditions, covenants, and
agreements in this Loan Agreement and in the other Loan Documents will survive the making of the Loan and the
execution and delivery of the Note and will continue in full force until the Indebtedness has been paid in full. Nothing in
this Section is intended to limit any other provision of the Loan Documents that by their stated terms survive the repayment
of the Indebtedness or the termination of any Loan Document.
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10.15. RECORDING AND FILING. Borrower, at its expense, will cause the Security Documents and all supplements to
be recorded and filed and re-recorded and re-filed in any manner and in any places as Lender will reasonably request, and
will pay all recording, filing, re-recording, and re-filing taxes, fees, and other charges.

10.16. LOAN EXPENSES. In making the first disbursement, Lender may, at its option, deduct from the proceeds of that
disbursement a sum equal to the aggregate of the following, to the extent Lender has knowledge of it and demand has been
made on Lender at the time of the deposit: all expenses specifically incurred in connection with the Loan or the
preparation, execution, and delivery of the Loan Documents, including, but not limited to, recording costs and expenses,
transfer and other taxes (if any), surveys, appraisal fees, title and hazard insurance premiums, recording, notary, and escrow
charges, and all other similar, usual, or customary loan closing charges and expenses; and any other budgeted expenses that
have been approved by Lender in writing; and Lender will, for the benefit ofBorrower, pay those amounts over to the
respective parties on whose behalf the demands will have been received by Lender. Borrower will pay directly any
expenses in connection with the Loan not so paid by Lender, including, without limitation, any of the expenses specified
above, and will hold Lender free from any cost, liability, or obligation ofany nature in connection with it, including
reasonable attorney fees incurred by Lender. Borrower further agrees to pay on demand all out-of-pocket costs and
expenses reasonably incurred by Lender including, without limitation, the fees and disbursements ofLender's outside
counsel, in connection with: (i) the administration of the Loan, including, without limitation, all approvals or consents
given or contemplated to be given under the Loan Documents, all amendments to the Loan Documents entered into by
Lender or requested by any Loan Party, and all title insurance policies and endorsements required by Lender, and (ii) the
enforcement ofany rights or remedies under the Loan Documents, whether any action or proceeding is commenced, or the
protection of the security, or interests of Lender under the Loan Documents. All costs and expenses, together with interest
at Loan rate, will form a part of the indebtedness and will be secured by the Security Documents.

10.17. No REPRESENTAllONS BY LENDER. By accepting or approving anything required to be observed, performed,
or fulfilled, or to be given to Lender pursuant to this Loan Agreement or pursuant to the Loan Documents, including, but
not limited to, any officer's certificate, balance sheet, statement of income and expense, or other Financial Statement,
survey, appraisal, or insurance policy, Lender will not be deemed to have warranted or represented the sufficiency, legality,
effectiveness, or legal effect of it or of any particular term, provision, or condition of it, and any acceptance or approval will
not be or constitute any warranty or representation by Lender.

10.18. AMENDMENT. The Loan Documents and the terms of each of them may not be modified, waived, discharged,
or terminated except by a written instrument signed by the party against whom enforcement of the modification, waiver,
discharge, or termination is asserted.

10.19. TERMINATION. Except as otherwise provided in the Loan Documents, all rights and obligations under this
Loan Agreement will terminate except as to any accrued obligations effective on the payment of all Indebtedness owing by
Borrower to Lender.

10.20. COUNTERPARTS. The Loan Documents may be executed in any number ofcounterparts and by different pa.'1ies
in separate counterparts, each of which when executed and delivered will be deemed an original and all of which
counterparts taken together will constitute one and the same instrument.

10.21. SEVERABILITY. If any term, provision, covenant, or condition or any application is held by a court of
competent jurisdiction to be invalid, void, or unenforceable, all 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.

10.22. CAPTIONS. All Article and Section headings in the Loan Documents are inserted for convenience of reference
only and do not constitute a part of the Loan Documents for any other purpose.

10.23. INDEMNITY. Borrower agrees to defend, indemnify, and hold Lender harmless from all losses, damages,
liabilities, claims, actions, judgments, costs, and reasonable attorney fees that Lender may reasonably incur as a direct or
indirect consequence of the making of the Loan, Borrower's failure to perform any obligations as and when required by this
Loan Agreement or any of the other Loan Documents, the failure at any time ofany of Borrower's representations or
warranties to be true and correct, or any act or omission by Borrower, any contractor, subcontractor, engineer, architect, or
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other Person with respect to the Property, or any portion of it, excluding any of the foregoing caused by the gross
negligence or willful misconduct of Lender, its agents, employees and contractors. Borrower will pay immediately on
Lender's demand any amounts owing under this indemnity, together with interest at the lesser of the Default Rate or the
maximum rate permitted by law from the date Lender makes a payment or incurs a loss. Borrower's duty to indemnify
Lender will survive the release and cancellation of the Note and the reconveyance or partial reconveyance of the Trust
Deed.

10.24. FURTHER AsSURANCES. At Lender's request and at Borrower's expense, Borrower will execute, acknowledge,
and deliver all other instruments and perform all other acts necessary, desirable, or proper to carry out the purposes of the
Loan Documents or to perfect and preserve any liens created by the Loan Documents.

10.25. DISCLOSURE OF INFORMATION. If Lender elects to sell the Loan, Lender may forward to the buyer of the Loan
all documents and infonnation related to the Loan in Lender's possession, including without limitation all Financial
Statements, whether furnished by Borrower or otherwise.

10.26. LENDER'S AGENTS. Lender may designate agents or independent contractors to exercise any of Lender's rights
under the Loan Documents. Any reference to Lender in any of the Loan Documents will include Lender's employees,
agents, and independent contractors.

10.27. INTEGRATION AND INTERPRETATION. The Loan Documents contain or expressly incotporate by reference the
entire agreement between Lender and Borrower with respect to the covered matters and supersede all prior negotiations.
Any reference to the Property in any of the Loan Documents will include all or any portion of them. Any reference to the
Loan Documents themselves in any of the Loan Documents will include all amendments, renewals, or extensions approved
by Lender.

10.28. NUMBER, IDENTITY AND GENDER. When the context and construction so require, all words used in the singular
will be deemed to have been used in the plural and vice versa. Person means any natural person, corporation, firm,
partnership, association, trust, government, 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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Exhibit 1:
Legal Description

Real property in the City of Sacramento, County of Sacramento, State ofCalifornia, described as
follows:

THE NORTH 100 FEET OF THE WEST 40 FEET OF LOT 1, IN THE BLOCK BOUNDED BY "K" AND
"L", 7TH AND 8TH STREETS, OF THE CITY OF SACRAMENTO, ACCORDING TO THE MAPS OR
PLAN THEREOF.

APN: 006-0096-002

Real property in the City of Sacramento, County of Sacramento, State ofCalifornia, described as
follows:

THE NORTH 120 FEET IN DEPTH OF LOT 1, IN THE BLOCK BOUNDED BY 7TH AND 8TH, "K"
AND "L" STREETS OF THE CITY OF SACRAMENTO, ACCORDING TO THE OFFICIAL PLAT
THEREOF; EXCEPTING THEREFROM THE WEST 40 FEET IN WIDTH OF THE NORTH 100 FEET IN
DEPTH OF SAID WT 1; ALSO EXCEPTING THEREFROM SO MUCH THEREOF AS LIES WITHIN
THE BOUNDARIES OF THE FOLLOWING DESCRIBED PARCEL; BEGINNING AT A POINT ON THE
NORTHERLY OR OUTER FACE OF A BUILDING WALL FROM WHICH THE NORTHERLY CORNER
COMMON TO LOTS 1 AND 2, "K" AND "L", 7TH & 8TH STREETS BEARS SOUTH 19°31 '30" WEST,
0.74 FEET OF A FOOT AND THE ThiTERSECTION OF THE CEN"TER LINE OF "K" STREET WITH
THE CENTER LINE OF 7TH STREET, AS ESTABLISHED BY THE CITY ENGINEER OF THE CITY OF
SACRAMENTO, BEARS NORTH 19°31 '30" EAST 39.26 FEET TO THE CENTER LINE OF "K"
STREET; AND THENCE NORTH 70°29'20" WEST 120.84 FEET ALONG SAID CENTER LINE;
THENCE FROM SAID POINT OF BEGINNING SOUTH 19°31 '30" WEST 0.74 OF A FOOT TO THE
NORTHERLY CORNER COMMON TO-SAID LOTS 1 AND 2; THENCE CONTINUING SOUTH
19°31'30" WEST 160.26 FEET ALONG THE LINE COMMON TO SAID LOTS 1 AND 2 TO THE
SOUTHERLY CORNER COMMON THERETO; THENCE NORTH 70°28'40" WEST 1.26 FEET ALONG
THE SOUTHERLY LINE OF SAID LOT 1; THENCE NORTH 19°3' EAST 0.02 OF A FOOT TO THE
SOUTHWEST CORNER Of A BRICK BUILDING; THENCE ALONG THE WESTERLY FACE OF WALL
OF SAID BUILDING, FOLLOWING THE OFF-SETS THEREIN, THE FOLLOWING 17 COURSES:
NORTH 19°3' EAST 19.24 FEET; THENCE NORTH 19°32' EAST 27.52 FEET; THENCE NORTH
19°8' EAST 6.21 FEET; THENCE NORTH 70°28' WEST 0.36 OF A FOOT; THENCE NORTH 19°4'
EAST 1.20 FEET; THENCE SOUTH 70°28' EAST 0.37 OF A FOOT; THENCE NORTH 19°26' EAST
21.50 FEET; THENCE NORTH 70°28' WEST 0.36 OF A FOOT; THENCE NORTH 20°52' EAST 1.80
FEET; THENCE SOUTH 70°28' EAST 0.36 OF A FOOT; THENCE NORTH 20°]0' EAST 9.11 FEET;
THENCE NORTH 70°28' WEST 0.37 OF A FOOT; THENCE NORTH 19°32' EAST 14.40 FEET;
THENCE NORTH 20°57'10" EAST 19.11 FEET; THENCE NORTH 19°30'35" EAST 39.56 FEET;
THENCE SOUTH 70°31' EAST 0.57 OF A FOOT; THENCE NORTH 19°31 '30" EAST 1.35 FEET TO
THE NORTHWEST CORNER OF SAID BUILDING; THENCE SOUTH 70°29' EAST 0.69 OF A FOOT
TO THE POINT OF BEGINNING, AND BEARINGS HEREIN SET FORTH, BEING REFERRED TO AN
ASSUMED MERIDIAN BY WHICH THE CENTER LIEN OF 7TH STREET BETWEbN "K" AND "L"
STREETS, AS ESTABLISHED BY SAID CITY ENGINEER BEARS NORTH 19°30' EAST AS
DESCRIBED IN QUIT CLAIM DEED FROM SIMON, HORNSTEIN AND MABLE HORNSTEIN, HIS
WIFE, TO R.W. STOVALL DATED SEPTEMBER 30,1937, RECORDED DECEMBER 5,1937, IN
BOOK 659 OF OFFICIAL RECORDS, PAGE 309, SACRAMENTO COUNTY RECORDS.

APN: 006-0096-003

Real property in the City of Sacramento, County of Sacramento, State ofCalifornia, described as
follows:

THE WEST ~ OF LOT 2, IN THE BLOCK BOUNDED BY "7TH" AND 8"TH", "K" AND "L" STREETS
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OF THE CITY OF SACRAMENTO, ACCORDING TO THE OFFICIAL MAP OR PLAT OF SAID CITY.

APN: 006-0096-004

Real property in the City of Sacramento, County of Sacramento, State ofCalifornia, described as
follows:

THE EAST HALF OF LOT 2 IN THE BLOCK BOUNDED BY "K" AND "L", SEVENTH AND EIGHTH
STREETS, IN THE CITY OF SACRAMENTO, ACCORDING TO THE OFFICIAL MAP OR PLAN OF
SAID CITY, BEING MORE PARTICULARLY DESCRIBED AS FOLLOWS:
COMMENCING ON THE SOUTH LINE OF K STREET OF SAID CITY OF SACRAMENTO AT A POINT
LOCATED SOUTH 19°30' WEST 39.99 FEET AND SOUTH 70°29'20" EAST 161.23 FROM THE
INTERSECTION OF THE CENTER LINE OF SEVENTH STREET OF SAID CITY OF SACRAMENTO
WITH THE CENTER LINE OF SAID K STREET AND RUNNING THENCE FROM SAID POINT OF
COMMENCEMENT SOUTH 70°29'20" EAST 40.41 FEET TO THE NORTHEASTERLY CORNER OF
SAID WT 2; THENCE SOUTH 19°33' WEST ALONG THE EASTERLY LINE OF SAID LOT 2 A
DISTANCE OF 160.28 FEET TO THE NORTH LINE OF AN ALLEY; THENCE NORTH 70°28'40"
WEST ALONG THE NORTH LINE OF SAID ALLEY A mSTANCE OF 40.38 FEET TO A POINT;
THENCE NORTH 19°32'15" EAST A mSTANCE OF 160.27 FEET TO THE POINT OF
COMMENCEMENT.

APN: 006-0096-005

Real property in the City of Sacramento, County of Sacramento, State ofCalifornia, described as
follows:

THE WEST ONE-QUARTER OF LOT 3 IN THE BLOCK BOUNDED BY "K" AND "L", 7TH AND 8TH
STREETS OF THE CITY OF SACRAMENTO, ACCORDING TO THE MAP OF PLAN THERTIOF.

APN: 006-0096-006

Real property in the City of Sacramento, County of Sacramento, State of California, described as
follows:

THE WEST HALF OF THE EAST HALF AND THE EAST HALF OF THE WEST HALF OF LOT 3, IN
THE BLOCK BOUNDED BY "K" AND "L", 7TH AND 8TH STREETS OF THE CITY OF SACRAMENTO,
ACCORDING TO THE MAP OF PLAN THEREOF.

APN: 006-0096-007

Real property in the City of Sacramento, County of Sacramento, State of California, described as
follows:

PARCEL NO. 1
THE EAST ONE-QUARTER OF LOT 3 AND THE WEST ONE-QUARTER OF LOT 4 IN THE BLOCK
BOUNDED BY "K" AND "L" 7TH AND 8TH STREETS OF THE CITY OF SACRA.M:ENTO, ACCORDING
TO THE MAP OR PLAN THEREOF.

PARCEL NO. 2
THE EAST THREE-QUARTERS OF THE SOUTH ONE-HALF OF LOT 4 IN THE BLOCK BOUNDED BY
"K" AND "L", 7TH AND 8TH STREETS OF THE CITY OF SACRAMENTO, ACCORDING TO THE MAP
OR PLAN THEREOF, DESCRIBED AS FOLLOWS: BEGINNING AT THE SOUTHEAST CORNER OF
SAID LOT 4 (SAID POINT BEING THE POINT OF INTERSECTION OF THE NORTHERLY LINE OF A
20 FOOT ALLEY AND THE WESTERLY LINE OF 8TH STREET), AND RUNNING THENCE
NORTHERLY ALONG THE EASTERLY LINE OF SAID LOT 4, (BEING THE WESTERLY LINE OF 8TH
STREET) 80.145 FEET TO THE NORTHEAST CORNER OF THE SOUTH ONE-HALF OF SAID LOT 4:
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THENCE WESTERLY ALONG THE UNE DIVIDING mE NORTH ONE-HALF FROM THE SOUTH
ONE-HALF OF SAID LOT 4, 60.59 FEET TO THE POINT OF INTERSECTION WITH THE WEST
LINE OF THE EAST, THREE-QUARTERS OF LOT 4; THENCE SOUTHERLY ALONG THE WEST LINE
OF THE EAST THREE-QUARTERS OF SAID LOT 4; 80.135 FEET TO THE INTERSECTION OF SAID
LINE WITH THE SOUTH LINE OF SAID LOT 4 (BEING THE NORTH LINE OF SAID 20 FOOT
ALLEY); THENCE EASTERLY, ALONG THE SOUTH LINE OF SAID LOT 4 AND THE NORTH LINE OF
SAID ALLEY, 60.56 FEET TO THE POINT OF BEGINNING.

APN: 006-0096-008

Real property in the City of Sacramento, County of Sacramento, State of California, described as
follows:

THE NORTH ONE-HALF OF THE WEST ONE-HALF OF THE EAST ONE-HALF AND THE NORTH
ONE-HALF OF THE EAST ONE-HALF OF THE WEST ONE-HALF OF LOT 4 IN THE BLOCK
BOUNDED BY "K" AND "L", 7TH AND 8TH STREETS OF THE CITY OF SACRAMENTO, ACCORDING
TO THE MAP OF PLAN THEREOF.

APN: 006-0096-009

Real property in the City of Sacramento, County of Sacramento, State of California, described as
follows:

THE EAST ONE-QUARTER (E ~) OF THE NORTH ONE-HALF (N %) LOT NUMBER FOUR (NO.4)
IN THE BLOCK OR SQUARE BOUNDED BY "K" AND "L" STREETS AND SEVENTH (7TH) AND
EIGHTH (8TH) STREETS OF SAID CITY OF SACRAMENTO ACCORDING TO THE OFFICIAL MAP
OR PLAT THEREOF.

APN: 006-0096-010

Real property in the City of Sacramento, County of Sacramento, State of California, described as
follows:

BEGINNING AT A POINT ON THE NORTHERLY OR OUTER FACE OF A BUILDING WALL, FROM
WHICH THE NORTHERLY CORNER COMMON TO LOTS 1 AND 2 IN THE BLOCK BOUNDED BY "K"
AND "L", "7TH" AND "8TH" STREETS OF THE CITY OF SACRAMENTO, ACCORDING TO THE MAP
OR PLAN THEREOF, BEARS SOUTH 19 DEG. 31. 30" WEST 0.74 FEET AND THE INTERSECTION
OF THE CENTER LINE OF "K" STREET WITH THE CENTER LINE OF "7TH" STREET, AS
ESTABUSHED BY THE CITY ENGINEER OF THE CITY OF SACRAMENTO, BEARS NORm 19 DEG.
31. 30" EAST 39.26 FEET TO THE CENTER LINE OF "K" STREET AND THENCE NORTH 70 DEG.
29.30" WEST 120.84 FEET ALONG SAID CENTER LINE; THENCE FROM SAID POINT OF
BEGINNING, SOUTH 19 DEG. 31. 30" WEST 0.74 FEET TO THE NORTHERLY CORNER COMMON
TO SAID LOTS I AND 2; THENCE CONTINUING SOUTH 19 DEG. 31. 30" WEST 160.26 FEET
ALONG THE LINE COMMON TO SAID LOTS 1 AND 2 TO THE SOUTHERLY CORNER COMMON
THERETO; THENCE NORTH 70 DEG. 28.40" WEST 1.26 FEET ALONG THE SOUmERLY LINE OF
SAID LOT I; THENCE NORTH 19 DEG. 03. EAST 0.02 FEET TO THE SOUTHWEST COR..1\ffiR OF A
BRICK BUILDING; THENCE ALONG THE WESTERLY FACE OF THE WALL OF SAID BUILDING,
FOLLOWING THE OFFSETS THEREIN, THE FOLLOWING SEVENTEEN COURSES: NORTH 19 DEG.
03. EAST 19.24 FEET; NORTH 19 DEG. 32. EAST 27.52 FEET; NORTH 19 DEG. 03. EAST 6.21
FEET; NORTH 70 DEG. 28. WEST 0.36 FEET; NORTH 19 DEG. 04. EAST 1.20 FEET; SOUTH 70
DEG. 28. EAST 0.37 FEET; NORTH 19 DEG. 26. EAST 21.50 FEET; NORTH 70 DEG. 28. WEST
0.36 FEET; NORTH 20 DEG. 52. EAST 1.80 FEET; SOUTH 70 DEG. 28. EAST 0.36 FEET; NORTH
20 DEG. 10. EAST 9.11 FEET; NORTH 70 DEG. 28. WEST 0.37 FEET; NORTH 19 DEG. 32. EAST
14.40 FEET; NORTH 20 DEG. 57. 10" EAST 19.11 FEET; NORTH 19 DEG. 30. 35" EAST 39.56
FEET; SOUTH 70 DEG. 31. EAST 0.57 FEET; NORTH 19 DEG. 31. 30" EAST 1.35 FEET TO A
NORTHWEST CORNER OF SAID BUILDING; THENCE SOUTH 70 DEG. 29. EAST 0.69 FEET TO
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THE POINT OF BEGINNING. EXCEPTING THEREFROM THAT PORTION OF SAID REALTY LYING
WITHIN THE EXTERIOR BOUNDARIES OF THE SOUTH 40 FEET OF LOT 1, IN THE BLOCK
BOUNDED BY "K" AND "L", "7TH" AND "8TH" STREETS OF THE CITY OF SACRAMENTO.

APN: 006-0096-018

Real property in the City of Sacramento, County of Sacramento, State ofCalifornia, described as
follows:

THE SOUTH 40 FEET OF LOT 1 IN THE BLOCK BOUNDED BY "7TH" AND "8TH", "K" AND "L"
STREETS OF THE CITY OF SACRAMENTO, ACCORDING TO THE OFFICIAL MAP OR PLAT OF SAID
CITY.

APN: 006-0096-019
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Exhibit 2
Note Form

PROMISSORY NOTE
FOR 700 BLOCK OF K STREET PROJECT

PERMANENT LOAN AGREEMENT

BORROWER HAS MADE THIS PROMISSORY NOTE ("NOTE") AS OF THE EFFECTIVE DATE. The Lender is making the Loan
pursuant to the terms and conditions of the Loan Agreement and this Note. This Note includes all attachments and Exhibits
listed below, which are attached to and incorporated in this Note by this reference. The capitalized terms in this Note shall
have the meanings assigned in the following table ofdefinitions and as defmed in the body ofthe Note. (Terms being
defmed are indicated by quotation marks. If an item in the table is marked "None, Not Applicable, N/A or equivalent or is
left blank, that defined term is not applicable to this Note or the referenced item is not required or is not included in this
Note as the context may indicate.) The Lender is making the Loan to Borrower in consideration ofBorrower making this
Note and delivering it to Lender.

For purposes ofthis Note, the following terms shall have the following meanings:

lE!n.[ •TrF..~I;. f)En:-,n ,10':
---

"Effective Date" I
"Lender" Redevelopment A2ency ofthe City ofSacramento
"Borrower" 700 Block, LLC, or a transferee permitted pursuant to the Loan Agreement
"Borrower Legal limited liability company
Status"

"Loan Agreement"
The Loan Agreement between the Borrower and Lender as ofthe Effective Date for making of the
loan ("Loan") evidenced by this Note.

"Principal Four Hundred Seventy Thousand One Hundred Twenty Dollars and No Cents ($470,120.00)
Amount"
"Interest Rate" The interest rate is 8.25% per year, compounded annually

"Accrual Date"
Interest shall accrue starting on the following "Accrual Date": IThe Effective Date

No principal payments prior to the expiration of the 7 year NMTC compliance period. If
refinanced or paid in full in any month prior to the full term, in addition to paying the then

"Special Terms" outstanding principal, borrower must also pay the recapture amount listed for the month in
which the refinance or payment in full occurs.

P\"IF S( ill I!l I I:. "IV, l1L'f1n,r t111'.. T\OIC "h:tll N~'tn::ac thL' !(1Ik.\ling ~1I11, >11I~\i'
-

"Maturity Date" The first day ofthe 457th calendar month following the Effective Date.
"Payment Start The first day of the 49th calendar month following the Effective Date.
Date"
"Payment The Loan balance sha1l be payable monthly, commencing on the Payment Start Date and
Amount(s)" continuing on the first day ofeach calendar month thereafter, through and including the four

I
hundred fifty-seventh (457th) month.

Payment Month Payment Amount Recapture Amount if
Refinanced or Repaid in

Full
1 -12 $0 $374,717-_.
13-24 $0 $405,632
25-36 $0 $439,096
37-48 $0 $475,322
49-60 $1,339 $514,536
61-72 $1,559 $540,916
73-84 $1,785 $566,821
85-96 $2,015 $592,159

130



97-108 $2,250 $616,825
109-120 $2,490 $640,708
121-132 $2,734 $663,685
133-144 $2,984 $685,623
145-156 $3,238 $706,375
157-168 $3,498 $725,783
169-180 $3,763 $743,675
181-192 $4,034 $759,862
193-204 $4,310 $774,140
205-216 $4,591 $786,285
217-228 $4,878 $796,057
229-240 $5,170 $803,192
241-252 $5,469 $807,405
253-264 $5,773 $808,386
265-276 $6,083 $805,797
277-288 $6,399 $799,272
289-300 $6,722 $788,416
301-312 $7,050 $772,796
313-324 $7,385 $751,945
325-336 $7,726 $725,357
337-348 $8,074 $692,482
349-360 $8,428 $652,722f-._._- ---.----
361-372 $8,789 $605,432
373-384 $9,156 $549,910
385-396 $16,291 $485,397
397-408 $16,672 $329,946
409-420 $17,060 $157,094
421-432 $17,456 $45,680
433-444 $17,858 $17,293
445-456 $1,412 $1,194

457 All unpaid principal and interest Not Applicable

IIII

FOR VALUE RECEIVED, THE UNDERSIGNED, JOINTLY AND SEVERALLY, PROMISES TO PAY to Lender, or its successors or
assigns, the Principal Amount or such lesser amount as may be endorsed on this Note on behalfof Lender. The Loan shall bear
interest on the outstanding principal balance, computed from the Accrual Date at the Interest Rate.

1. This Note evidences the obligation ofBorrower to Lender for repayment of funds loaned to Borrower under the Loan
Agreement The terms and covenants ofthe Loan Agreement are incOJporated in this Note by reference. The Loan Agreement
provides for and incorporates the Regulatory Agreement ("Regulatory Agreement"), the making of which is further
consideration for this Note.

Borrower shall make payments monthly in the amounts shown in the Payment Schedule, on the first day ofeach month,
beginning on the First Payment Date and continuing for the number ofpayments shown in the Payment Schedule. On the
Maturity Date, the unpaid balance ofsaid principal sum, ifany, together with all unpaid interest, fees and charges due, if any,
shall become due and payable. All payments on this Note shall be applied first to fees and charges due under the Loan
Agreement, if any, then interest and then to the principal due on this Note. Borrower shall make the payments to the Lender at
801 12th Street, Sacramento, CA 95814, or to such other person or organization as may be designated by Lender to Borrower
and noticed as provided in the Loan Agreement.

2. If any installment under this Note is not received by Lender within fifteen (15) calendar days after the installment is due,
Borrower shall pay to Lender a late charge offive percent (5%) ofsuch instalhnent. Such late charge shall be inunediately due
and payable without demand by Lender.
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3. This Note is secured by a Deed ofTrust with Assigrnnent ofRents against the real property described in the Loan Agreement
("Property"), recorded in the office ofthe County Recorder ofSacramento County ("Trust Deed"). The Trust Deed securing this
Note provides that Lender may at its option, declare all funds secured by the Trost Deed immediately due and payable, ifany
interest in the real property is sold, transferred or conveyed to any person, whether voluntarily or involuntarily. The Trust Deed
further provides that ifBorrower does not comply with the requirements of the Regulatory Agreement and fails to come into
compliance with the Regulatory Agreement within ninety (90) days after Lender's written notice to Borrower ofsuch failure,
Lender may at its option, declare all funds secured by the Trust Deed immediately due and payable; provided, however that
during the seven year NMTC Compliance Period Lender shall forbear from foreclosing the lien of the Trust Deed against the
Property without the consent of the senior lenders as provided in the l..oan Agreement.

4. Lender and Borrower shall comply with and fulfill the Special Terms.

5. Upon occurrence ofanyone or more of the following, Lender may, at its sole discretion, declare all unpaid principal
immediately due and payable, together with all unpaid interest at the stated rate from the date of the advancement ofthe Loan's
proceeds, subjeet to applicable cure periods, ifany: [Need to confinn that there are notice and cure periods for all ofthese]

a. Borrower defaults in the payment ofany principal or interest when due.
b. Borrower defaults or breaches any of the material terms of Loan Agreement, the Trust Deed , the Regulatory Agreement

or this Note.
c. Borrower fails to perform any material covenant, term or condition in any instrument creating a lien upon the Property

which is the security under the Trust Deed, or anyp~ thereof, which lien shall have priority over the lien of the Trust Deed
securing this Note.

d. The sale, transfer oftitle, conveyance or further encumbrance of the Property, whether by sale, exchange, gift,
inheritance or other means, without prior written consent of Lender.

e. The occurrence ofany ofthe following:
1) Borrower becoming insolvent or banloupt or being unable or admitting, in writing, Borrower's inability to pay debts

as they mature or making a general assigrnnent ofor entering into any restructure payment arrangement with creditors.
2) Proceedings for the appointment ofa receiver, trustee or liquidator ofthe assets ofBorrower or a substantial part of

such assets, being authorized or instituted by or against the Borrower and not stayed or terminated within 90 days of the
commencement ofsuch proceeding.

3) Proceedings under any bankruptcy, reorganization, readjustment ofdebt, insolvency, dissolution, liquidation or
other similar law ofany jurisdiction being authorized or instituted against Borrower and not stayed or terminated within 90 days
of the commencement ofsuch proceeding.

6. No waiver ofany default or breach by Borrower under this Note shall be implied from any omission by Lender to take action
on account ofsuch default, and no express waiver shall affect any default, other than the default specified in the waiver.
Such waiver shall be in writing and shall be operative only for the time and to the extent therein stated.

7. Borrower may prepay this Note in full or in part at any time, without any prepayment penalty being charged by Lender.

During the existence of default or delinquency under the terms of this Note or the Trust Deed, the Lender is expressly
authorized to apply all payments made on this Note to the payment ofall or part of the delinquency, as it may elect.

8. This Loan is a nonrecourse loan, and notwithstanding any provision of this Note or any docwnent evidencing or securing
this Loan, Borrower, and Borrower's principals, members, partners, agents, officers, and successors in interest shall not be
personally liable for the payment of the Loan or any obligation of the Loan.

Borrower shall pay to Lender all costs ofenforcement of all or any portion of this Note and the Trust Deed, including
attomey's fees, witness fees, investigator fees and court costs, incurred by Lender, whether or not litigation is commenced.
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IN WITNESS WHEREOF, Borrower has executed this Note as of the Loan Date.

Borrower:
700 Block, LLC, a
California limited liability company

By: _

Cyrus Youssefi, Member

By: --------::-----------
Ali Youssefi, Member and Manager

By: _
David Miryabianeh, Member

By: _
Behroze Miryabianeh, Member and Manager

By: _
Steve Lebastchi, Member
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Exhibit 3
Trust Deed Form

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

When recorded, return 10:
SACRAMENTO HOUSING AND
REDEVELOPMENT AGENCY
801 l2~1 Street
Sacramento, CA 95814
Attention: Portfolio Managernent

DEED OF TRUST AND ASSIGNMENT OF RENTS
700 Block afK Street

(Seller Carryback Loan 1111 7th Street)

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

"DffiO
Tun. DEHNHfO-";

--- - - -

. h ecnve . ate·

"Trustor" and 700 Block, LLC, limited liability company
"Borrower"
"Borrower 1006 4th Street, Suite 701, Sacramento, California 95814
Address"
"Trustee" First American Title Company
"Beneficiary" and Redevelopment Agency of the City of Sacramento, a public body, corporate and politic
"Lender"
"Lender Address" 801 12th Street, Sacramento, California 95814

Which is real property located in the County of Sacramento and the State of California as more
particularly described in the Legal Description.
Addresses 700, 704 , 712, 716,718, 724,,726, and 730 K Street,

1111 and 1113 7 t11 Street, and 1114 8t11 Street, 1111 7th
"Property" Street, Sacramento, California

Assessor's Parcel Numbers 006-0096-002, 006-0096-003,006-0096-004, 006-0096-
005,006-0096-006,006-0096-007,006-0096-008,006-
0096-009,006-0096-010,006-0096-018, and 006-0096-
019

"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"
Trust

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

"Loan
Which is the agreement between Lender and Borrower stating the tenn and condition!; of the
Loan.

Agreement"
Which is dated:
Lender shall give copies of notices required to be delivered to Borrower to the following

"Additional parties at the following addresses; provided, however that Borrower acknowledges that such
Notices" notice is an accommodation and the failure of the Lender to properly deliver any such notice

shaH not give rise to any claims or defenses of Borrower or any third party:
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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 IFour Hundred Seventy Thousand One Hundred Twenty

Dollars and No Cents ($470,120.00)

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 ofTrust, irrevocably
grants and conveys the Property 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, mineral, 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 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
equipment, cabinets, mantels, refrigerating plant and refrigerators, whether mechanical or otherwise, cooking apparatus and
appurtenances, furniture, shades, awnings, screens, venetian blinds and other furnishings, now 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 property
covered by this Deed ofTrust; and all of the foregoing, together with said property (or the leasehold estate if this Deed of
Trust is on a leasehold) are referred to as the "Property";

To secure to Lender: (a) the repayment of the Loan; and (b) the performance of the covenants and agreements of Borrower
contained in this Deed ofTrust, the Note, or the Loan Agreement.

Borrower 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
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:

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, fmes 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 furnish to Lender all notices of amounts due under this paragraph, and in the
event that Borrower makes payment directly, Borrower shall promptly furnish to Lender receipts evidencing such
payments. Borrower shall pay when due any encumbrance, charge and lien, with interest in accordance with its terms, on
the Property or any portion which is inferior or superior to this Deed ofTmst.

3 ~ Hazard Insu...~ce~ Bcrro'l/er shall keep the improvements now existing or later erected on ta'1e Property insured
against loss of fue 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 ofpaid premiums. In the event
of loss, Borrower shall give prompt notice to the insurance carrier and Lender. Lender may make proof of loss ifnot made
promptly by Borrower.

Unless Lender and Horrower otherwise agree in writing, insurance proceeds shaH be applied to restoration or repair of the
Property damaged, as and to the extent provided in the Loan Agreement.
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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 ofacquisition shall pass to Lender to the extent of
the swns secured by this Deed ofTrust 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
construction, Borrower shall keep comprehensive general liability insurance for the Property in a fonn and coverage
consistent with the provisions of the Loan Agreement and reasonably approved by Lender.

5. Preservation and Maintenance ofPropertv. Borrower shall keep the Property in good repair and shall not commit
waste or pennit impainnent, 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 of Trust or the rights of the Lender. IfBorrower fails to perform the covenants and agreements
contained in this Deed ofTrust, or if any action or proceeding is commenced 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 Borrower, make such
appearances, disburse such sums and take such actions as are necessary to protect Lender's interest, including, but not
limited to, disbursement ofjudgments, costs or reasonable attorney'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 ofTrust. Unless Borrower and Lender agree to other terms ofpayment, such amounts shall
be payable upon notice from Lender to Borrower requesting payment, and shall bear interest from the date ofdisbursement
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. Condemnation. The proceeds ofany 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 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 condemnor 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 ofTrust.

Unless Lender and Borrower otherwise agree in writing, any such application ofproceeds 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 ofBorrower shall not operate to release, in any manner, 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 ofany 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
of Trust, or otherwise afforded by applicable law, shall not be a waiver or preclude the exercise of any such 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.
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11. Remedies Cumulative. All remedies provided in this Deed ofTrust are distinct and cumulative to any other right or
remedy under this Deed ofTrost, the Note, the Loan 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 ofTrust shall bind, and the rights under this Deed ofTrost shall inure to, the respective successors and assigns of
Lender and Borrower, subject to the provisions of Section 15. All covenants and agreements ofBorrower shall be joint and
several. The captions and headings of the paragraphs of this Deed ofTrust are for convenience only and are not to be used
to interpret or to defme 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 ofTrust shall be given as provided for in the Loan Agreement. Any notice provided for in this Deed of
Trust shall be deemed to have been given to Borrower or Lender when given in the manner designated.

14. Governing Law; Severability. This Deed ofTrust shall be governed by the law of the State of California. If any term
or provision of this Deed ofTrust shall, to any extent, be held invalid or unenforceable, the remainder of this Deed ofTrust
shall remain in full 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 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 ofTrust
to be immediately due and payable. Lender shall have waived such option to accelerate if, prior to the refmancing, 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. IfLender has waived the option to accelerate provided in this Section and ifBorrower's successor in
interest has executed a written assumption agreement accepted in writing by Lender, Lender shall release Borrower from all
obligations under this Deed ofTrust and the Note.

IfLender exercises such option to accelerate, Lender shall mail Borrower notice ofacceleration. Such notice shall provide
a period ofnot 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 further notice or demand on Borrower, invoke any remedies
permitted by this Deed ofTrust.

16. Acceleration on Breach; Remedies. Except as provided in Section 15, upon Borrower's breach of any covenant or
agreement ofBorrower in this Deed ofTrust, the Note, (including the covenants to pay when due any sums secured by this
Deed ofTrust and restricting transfer of the Property) or Loan Agreement, Lender shall mail notice to Borrower specifying:
(1) the 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, 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 ofTrust 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 ofTrust to be immediately due and payable without further demand and may invoke the power of sale and any other
remedies pennitted by applicable law. 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 attorney's fees.

IfLender invokes the power of sale, Lender shall execute or cause Trustee to execute a written notice of the occurrence of
an event ofdefault and ofLender'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 detennine. Trustee may postpone sale of all or any parcel of the Property by public announcement at the time
and place of any previously scheduled sale. Lender or Lender's designee may purchase the Property at any sale.
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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 sums
secured by this Deed ofTrust; 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 Trustee may file an action in interpleader to
determine who shall receive the funds and may then deposit the excess funds with the court.

17. Assignment ofRents; 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 ofrents, 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 Trust. Lender, its agent and
the receiver shall be liable to account only for those rents actually received.

18. Prior Lienholder. The provisions of this Deed ofTrust shall operate subject to the claims of prior lienholders to the
extent of such claims.

19. Nonrecourse. Notwithstanding any provision of this Deed ofTrust or any document evidencing or securing this Loan,
Borrower, and Borrower's principals, agents, officers, and successors in interest shall not be personally liable for the
payment of the Loan or any obligation of the Loan.

20. Reconveyance. Upon payment of all sums secured by this Deed ofTrust, Lender shall request Trustee to reconvey the
Property and shall surrender this Deed ofTrust and all notes evidencing indebtedness secured by this Deed ofTrust 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 proofof their truthfulness.

21. 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 ofTrust. Without conveyance of the Property, the successor trustee shall
succeed to all the title, power and duties conferred upon the Trustee by this Deed ofTrust and applicable law.

22. 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.

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

24. Use ofPropertv. Borrower shall not permit or suffer the use ofany of the Property for any purpose other than the use
for which the same was intended at the time this Deed ofTrust was executed.

IN WITNESS WHEREOF, Borrower has executed this Deed ofTrust.

BORROWER (Trustor):
700 BLOCK, LLC
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By: _

Cyrus Youssefi, Member

By: _

Ali Youssefi, Member and Manager

By: _
David Miryabianeh, Member

By: _
Behroze Miryabianeh, Member and Manager

By: _

Steve Lebastchi, Member

[NOTARIZED ACKNOWLEDGEMENTS)
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EXHIBITl
LEGAL DESCRIPTION

Real property in the City of Sacramento, County ofSacramento, State of California, described as
follows:

THE NORTH 100 FEET OF THE WEST 40 FEET OF LOT 1, IN THE BLOCK BOUNDED BY "K" AND
"L", 7TH AND 8TH STREETS, OF THE CITY OF SACRAMENTO, ACCORDING TO THE MAPS OR
PLAN THEREOF.

APN: 006-0096-002

Real property in the City of Sacramento, County of Sacramento, State ofCalifornia, described as
follows:

THE NORTH 120 FEET IN DEPTH OF LOT I, IN THE BLOCK BOUNDED BY 7TH AND 8TH, "K"
AND "L" STREETS OF THE CITY OF SACRAMENTO, ACCORDING TO THE OFFICIAL PLAT
THEREOF; EXCEPTING THEREFROM THE WEST 40 FEET IN WIDTH OF THE NORTH I00 FEET IN
DEPTH OF SAID LOT I; ALSO EXCEPTING THEREFROM SO MUCH THEREOF AS LIES WITHIN
THE BOUNDARIES OF THE FOLLOWING DESCRIBED PARCEL; BEGINNING AT A POINT ON THE
NORTHERLY OR OUTER FACE OF A BUILDING WALL FROM WHICH THE NORTHERLY CORNER
COMMON TO LOTS I AND 2, "K" AND "L", 7TH & 8TH STREETS BEARS sourn 19°31'30" WEST,
0.74 FEET OF A FOOT AND THE INTERSECTION OF THE CENTER LINE OF "K" STREET WITH
THE CENTER LINE OF 7TH STREET, AS ESTABLISHED BY THE CITY ENGINEER OF THE CITY OF
SACRAMENTO, BEARS NORTIl 19°31 '30" EAST 39.26 FEET TO THE CENTER LINE OF "K"
STREET; AND THENCE NORTH 70°29'20" WEST 120.84 FEET ALONG SAID CENTER LINE;
THENCE FROM SAID POINT OF BEGINNING SOUTII 19°31'30" WEST 0.74 OF A FOOT TO THE
NORTHERLY CORNER COMMON TO SAID LOTS I AND 2; THENCE CONTINUING SOUTH
19°31'30" WEST 160.26 FEET ALONG THE LINE COMMON TO SAID LOTS I AND 2 TO THE
SOUTHERLY CORNER COMMON THERETO; THENCE NORTH 70"28'40" WEST 1.26 FEET ALONG
THE SOUTHERLY LINE OF SAID LOT I; rnENCE NORTH 19°3' EAST 0.02 OF A FOOT TO TIlE
SOUTIlWEST CORNER OF A BRICK BUILDING; THENCE ALONG THE WESTERLY FACE OF WALL
OF SAID BUILDING, FOLLOWING THE OFF-SETS THEREIN, THE FOLLOWING 17 COURSES:
NORTH 19°3' EAST 19.24 FEET; THENCE NORTIlI9°32' EAST 27.52 FEET; THENCE NORTH
19°8' EAST 6.21 FEET; THENCE NORTH 70°28' WEST 0.36 OF A FOOT; TIlENCE NORTH 19°4'
EAST 1.20 FEET; THENCE SOUTH 70°28' EAST 0.37 OF A FOOT; THENCE NORTH 19°26' EAST
21.50 FEET; THENCE NORTH 70°28' WEST 0.36 OF A FOOT; THENCE NORTH 20°52' EAST 1.80
FEET; THENCE SOUTH 70°28' EAST 0.36 OF A FOOT; THENCE NORTH 20°10' EAST 9.11 FEET;
THENCE NORTH 70°28' WEST 0.37 OF A FOOT; THENCE NORTH 19°32' EAST 14.40 FEET;
THENCE NORTH 20°57'10" EAST 19.11 FEET; THENCE NORTH 19°30'35" EAST 39.56 FEET;
THENCE SOUTH 70°31' EAST 0.57 OF A FOOT; THENCE NORTH 19°31'30" EAST 1.35 FEET TO
THE NORTHWEST CORNER OF SAID BUILDING; THENCE SOUTH 70°29' EAST 0.69 OF A FOOT
TO THE POINT OF BEGINNING, AND BEARINGS HEREIN SET FORTH, BEING REFERRED TO AN
ASSUMED MERIDIAN BY WHICH THE CENTER LIEN OF 7TH STREET BETWEEN "K" AND "L"
STREETS, AS ESTABLISHED BY SAID CITY ENGINEER BEARS NORTH 19°30' EAST AS
DESCRIBED IN QUIT CLAIM DEED FROM SIMON, HORNSTEIN AND MABLE HORNSTEIN, HIS
WIFE, TO R.W. STOYALL DATED SEPTEMBER 30,1937, RECORDED DECEMBER 5,1937, IN
BOOK 659 OF OFFICIAl. RECORDS, PAGE 309, SACRAMENTO COUNTY RECORJ1S.

APN: 006-0096-003

Real property in the City of Sacramento, County of Sacramento, State ofCalifornia, described as
follows:

THE WEST 'h OF LOT 2, IN THE BLOCK BOUNDED BY "7TH" AND 8"TH", "K" AND "L" STREETS
OF THE CITY OF SACRAMENTO, ACCORDING TO THE OFFICIAL MAP OR PLAT OF SAID CITY.

APN: 006-0096-004

Real property in the City of Sacramento, County ofSacramento, State ofCalifornia, described as
follows:
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THE EAST HALF OF LOT 2IN THE BLOCK BOUNDED BY "K" AND "L", SEVENTH AND EIGHTH
STREETS, IN THE CITY OF SACRAMENTO, ACCORDING TO THE OFFICIAL MAP OR PLAN OF
SAID CITY, BEING MORE PARTICULARLY DESCRIBED AS FOLLOWS:
COMMENCING ON THE SOUTH LINE OF K STREET OF SAID CITY OF SACRAMENTO AT A POINT
LOCATED SOUTH 19"30' WEST 39.99 FEET AND SOUTH 70°29'20" EAST 161.23 FROM THE
INTERSECTION OF THE CENTER LINE OF SEVENTH STREET OF SAID CITY OF SACRAMENTO
WITH THE CENTER LINE OF SAID K STREET AND RUNNING THENCE FROM SAID POINT OF
COMMENCEMENT SOUTH 70"29'20" EAST 40.4 I FEET TO THE NORTHEASTERLY CORNER OF
SAID LOT 2; THENCE SOUTH 19°33' WEST ALONG THE EASTERLY LINE OF SAID LOT 2 A
DISTANCE OF 160.28 FEET TO THE NORTH LINE OF AN ALLEY; THENCE NORTH 70°28'40"
WEST ALONG THE NORTH LINE OF SAID ALLEY A mSTANCE OF 40.38 FEET TO A POINT;
THENCE NORTH 19°32'15" EAST A DISTANCE OF 160.27 FEET TO THE POINT OF
COMMENCEMENT.

APN: 006-0096-005

Real property in the City of Sacramento, County of Sacramento, State of California, described as
follows:

THE WEST ONE-QUARTER OF LOT 3 IN THE BLOCK BOUNDED BY "K" AND "L", 7TH AND 8TH
STREETS OF THE CITY OF SACRAMENTO, ACCORDING TO THE MAP OF PLAN THEREOF.

APN: 006-0096-006

Real property in the City uf Sacramento, County of Sacramento, State of California, ues~;r:ibed as
follows:

THE WEST HALF OF THE EAST HALF AND THE EAST HALF OF THE WEST HALF OF LOT 3, IN
THE BLOCK BOUNDED BY "K" AND "L", 7TH AND 8TH STREETS OF THE CITY OF SACRAMENTO,
ACCORDING TO THE MAP OF PLAN THEREOF.

APN: 006-0096-007

Real property in the City of Sacramento, County of Sacramento, State of California, described as
follows:

PARCEL NO. I
THE EAST ONE-QUARTER OF LOT 3 AND THE WEST ONE-QUARTER OF LOT 4 IN THE BLOCK
BOUNDED BY "K" AND "L" 7TH AND 8TH STREETS OF THE CITY OF SACRAMENTO, ACCORDING
TO THE MAP OR PLAN THEREOF.

PARCEL NO. 2
THE EAST THREE-QUARTERS OF THE SOUTH ONE-HALF OF LOT 4 IN THE BLOCK BOUNDED BY
"K" AND "L", 7TH AND 8TH STREETS OF THE CITY OF SACRAMENTO, ACCORDING TO THE MAP
OR PLAN THEREOF, DESCRIBED AS FOLLOWS: BEGINNING AT THE SOUTHEAST CORNER OF
SAID LOT 4 (SAID POINT BEING THE POINT OF INTERSECTION OF THE NORTHERLY LINE OF A
20 FOOT ALLEY AND THE WESTERLY LINE OF 8TH STREE1), AND RUNNING THENCE
NORTHERLY ALONG THE EASTERLY LINE OF SAID LOT 4, (DEING THE WESTERI.Y LINE OF 8TH
STREET) 80.145 FEET TO THE NORTHEAST CORNER OF THE SOUTH ONE-HALF OF SAID LOT 4:
THENCE WESTERLY ALONG THE LINE DIVIDING THE NORTH ONE-HALF FROM THE SOUTH
ONE·HALF OF SAID LOT 4, 60.59 FEET TO THE POINT OF INTERSECTION WITH THE WEST
LINE OF THE EAST, THREE-QUARTERS OF LOT 4; THENCE SOUTHERLY ALONG THE WEST LINE
OF THE EAST THREE-QUARTERS OF SAID LOT 4; 80.135 FEET TO THE INTERSECTION OF SAID
LINE WITH THE SOUTH LINE OF SAID LOT 4 (BEING THE NORTH LINE OF SAID 20 FOOT
ALLEY); THENCE EASTERLY, ALONG THE SOUTH LINE OF SAID LOT 4 AND THE NORTH LINE OF
SAID ALLEY, 60.56 FEET TO THE POINT OF BEGINNING.

APN: 006-0096-008

Real property in the City of Sacramento, County of Sacramento, State of California, described as
follows:
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THE NORTH ONE-HALF OF THE WEST ONE-HALF OF THE EAST ONE-HALF AND THE NORTH
ONE-HALF OF THE EAST ONE-HALF OF THE WEST ONE-HALF OF LOT 4 IN THE BLOCK
BOUNDED BY "K" AND "L", 7TH AND 8TH STREETS OF THE CITY OF SACRAMENTO, ACCORDING
TO THE MAP OF PLAN THEREOF.

APN: 006-0096-009

Real property in the City of Sacramento, County of Sacramento, State of California, described as
follows:

THE EAST ONE-QUARTER (E ~) OF THE NORTH ONE-HALF (N !h) LOT NUMBER FOUR (NO.4)
IN THE BLOCK OR SQUARE BOUNDED BY "K" AND ilL" STREETS AND SEVENTH (7TH) AND
EIGHTH (8TH) STREETS OF SAID CITY OF SACRAMENTO ACCORDING TO THE OFFICIAL MAP
OR PLAT THEREOF.

APN: 006-0096-010

Real property in the City of Sacramento, County of Sacramento, State of California, described as
follows:

BEGlNNING AT A POINT ON THE NORTHERLY OR OUTER FACE OF A BUILDING WALL, FROM
WHICH THE NORTHERLY CORNER COMMON TO LOTS I AND 2 IN THE BLOCK BOUNDED BY "K"
AND "L", "7TH" AND "8TH" STREETS OF THE CITY OF SACRAMENTO, ACCORDlNG TO THE MAP
OR PLAN THEREOF, BEARS SOUTH 19 DEG. 31. 30" WEST 0.74 FEET AND THE INTERSECTION
OF THE CENTER LINE OF "K" STREET WITH THE CENTER LINE OF "7TH" STREET, AS
ESTABLISHED BY THE CITY ENGINEER OF THE CITY OF SACRAMENTO, BEARS NORTH 19 DEG.
31. 30" EAST 39.26 FEET TO THE CENTER LINE OF "K" STREET AND THENCE NORTH 70 DEG.
29. 30" WEST 120.84 FEET ALONG SAID CENTER LINE; THENCE FROM SAID POlNT OF
BEGlNNING, SOUTH 19 OEG. 31. 30" WEST 0.74 FEET TO THE NORTHERLY CORNER COMMON
TO SAID LOTS I AND 2; THENCE CONTINUING SOUTH 19 DEG. 31. 30" WEST 160.26 FEET
ALONG THE LINE COMMON TO SAID LOTS I AND 2 TO THE SOUTHERLY CORNER COMMON
THERETO; THENCE NORTH 70 DEG. 28. 40" WEST 1.26 FEET ALONG THE SOUTHERLY LINE OF
SAID LOT 1; THENCE NORTH 19 DEG. 03. EAST 0.02 FEET TO THE SOUTHWEST CORNER OF A
BRICK BUILDING; THENCE ALONG THE WESTERLY FACE OF THE WALL OF SAID BUILDING,
FOLLOWING THE OFFSETS THEREIN, THE FOLLOWING SEVENTEEN COURSES: NORTH 19 DEG.
03. EAST 19.24 FEET; NORTH 19 DEG. 32. EAST 27.52 FEET; NORTH 19 DEG. 03. EAST 6.21
FEET; NORTH 70 DEG. 28. WEST 0.36 FEET; NORTH 19 OEG. 04. EAST 1.20 FEET; SOUTH 70
DEG. 28. EAST 0.37 FEET; NORTH 19 DEG. 26. EAST 21.50 FEET; NORTH 70 DEG. 28. WEST
0.36 FEET; NORTH 20 OEG. 52. EAST 1.80 FEET; SOUTH 70 DEG. 28. EAST 0.36 FEET; NORTH
20 DEG. 10. EAST 9.11 FEET; NORTH 70 DEG. 28. WEST 0.37 FEET; NORTH 19 DEG. 32. EAST
14.40 FEET; NORTH 20 OEG. 57. 10" EAST 19.11 FEET; NORTH 19 OEG. 30. 35" EAST 39.56
FEET; SOUTH 70 OEG. 31. EAST 0.57 FEET; NORTH 19 DEG. 3I. 30" EAST 1.35 FEET TO A
NORTHWEST CORNER OF SAID BUILDING; THENCE SOUTH 70 DEG. 29. EAST 0.69 FEET TO
THE POINT OF BEGINNING. EXCEPTING THEREFROM THAT PORTION OF SAID REALTY LYING
WITHIN THE EXTERIOR BOUNDARIES OF THE SOUTH 40 FEET OF LOT I, IN THE BLOCK
BOUNDED BY "K" AND "L", "7TH" AND "8TH" STREETS OF THE CITY OF SACRAMENTO.

APN; 006-0096-018

Real property in the City of Sacramento, County of Sacramento, State of California, described as
follows:

THE SOUTH 40 FEET OF LOT 1IN THE BLOCK BOUNDED BY "7TH" AND "8TH", "K" AND "L"
STREETS OF THE CITY OF SACRAMENTO, ACCORDING TO THE OFFICIAL MAP OR PLAT OF SAID
CITY.

APN: 006-0096-019
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Exhibit 4
Regulatory Agreements

NO FEE DOCUMENT:
Entitled to free recording
per Government Code 27383.
When recorded, return to:
REDEVEWPMENT AGENCY OF THE CITY OF SACRAMENTO

801 12th Street
Sacramento, CA 95814
Attention: Joel Riphagen

With copy to:

Economic Development Dept. of the City of Sacramento
915 I Street, Third Floor
Sacramento, CA 95814

REGULATORY AGREEMENT
FOR NON-RESIDENTIAL DEVELOPMENT

INCLUDING COVENANTS, CONDITIONS AND RESTRICTIONS RUNNING WITH THE LAND

PROJECT NAME: 700 Block ofK Street
PROJECT ADDRESS: 700, 704,708, 712,716,718, 724,726, and 730 K

Street, 1111 and 1113 7th Street, 1114 8th Street,
Sacramento, California

EFFECTIVE DATE:

APNS: 006-0096-002,006-0096-003,0096-004,006-0096-
005,006-0096-006,006-0096-007,006-0096-008,

006-0096-009,006-0096-010,006-0096-018, and 006-
0096-019

NOTICE: THIS REGULATORY AGREEMENT IMPOSES COVENANTS, CONDITIONS AND RESTRICTION ON THE PROPERTY
WHICH STAY WITH THE PROPERTY FOR MANY YEARS, INCLUDING RESTRICTIONS ON THE USE AND MAINTENANCE OF
THE PROPERTY.

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

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

DEFINITIONS. The capitalized terms in this Regulatory Agreement shall have the meanings assigned in the following
defmitions table and in the body of the Regulatory Agreement. (Terms being defmed are indicated by quotation marks.)

"Agency"

"Owner" and
"DeveJo er"
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"Agency Address" Agency's business address is 801 12th Street, Sacramento, California 95814

"Owner Address"
Owner's business address is as follows: 11006 4th Street, Suite 701

Sacramento, California 95814
"Jurisdiction" City of Sacramento

"Property"
That certain real property which is subject to this Regulatory Agreement as further described in
the legal description, attached as Exhibit 1 - Lel!:al Description of the Property.
Agency purchased the Property with Merged Downtown Project Area tax increment funding also
called "Agency Funding." Agency is conveying fee title to the Property to Developer, subject to

"Agency the terms of the DDA. This Regulatory Agreement is in part consideration to the Agency for that

Funding" DDA. Actual funding agreements shall be executed between Agency and a separate entity from
Developer pursuant to the DDA and also in reliance of the execution of this Regulatory
Agreement, among other things.

"DDA"
The Disposition and Development Agreement executed by Agency and Developer as of

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

purchased the covenants, conditions and restrictions contained in the Regulatory Agreement.
The Term ofeach of the respective covenants, conditions and restrictions contained in this

"Tenn" Regulatory Agreement is the term stated in the Funding Agreement, this Regulatory Agreement
and in the absence of such provision, the term of the Redevelopment Plan.
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"Special
Provisions"

I"Approved Use"

"Disapproved
Uses"

Agency Right of Prior ofApproval of Ground Floor Commercial Tenants: For a ten year term,
tht: Redevelopmeni Agency of the City of Sacramento, or its designee, shall retain approval
rights to the ground floor tenants constituent with NMTC requirements and in a manner that will
not cause recapture ofany NMTC.

Initial Approval: Initially, the following uses are approved: 700 K Street: music venue with
restaurant and bar; 704B K Street: restaurant/retail; 704C K Street: retail; 708A K Street retail;
708B K Street: restaurant; 712A K Street: retail; 712B K Street: retail; 712C K Street:
restaurant; 716 K Street: restaurant/retail; 718 K Street: restaurant/lounge; 724 K Street:
restaurantlbrewery; 726 K Street: retail; 730 K Street: restaurant; 1114 8th Street:
restaurant/retail. Deviations from the approved leasing plan shall be approved by the Agency's
Executive Director or designee who is currently the Economic Development Director ofthe City
of Sacramento within 10 business days of the receipt of a new proposed use from the Developer.

Live Music Venue: The minimum lease term with the operator is for the live music venue is 10
years. The venue should maximize the number ofperformances held annually and should have
performances an average of four nights a week. If Owner learns or acquires knowledge that the
music venue is not able to maintain its operations, Owner shall notify Agency of such
knowledge.

Following notice, Owner will seek other live entertainment users for the space in the following

I
manner:

Owner will aggressively pursue for a period of six months another live music
venue first, a live entertainment use second and an entertainment use as a third
option

If after six months, Owner is not successful in securing a new entertainment use,
the development may lease the space to other types ofuses including retail.

The live music venue use shall be open during the day during normal business
hours, evenings, and on weekends.

Type and Quality of Commercial Tenants: As a goal, Owner shall retain and attract soft goods
retail uses for 40% of the ground floor retail space, but shall maintain at least 30%. The retail
space shall be filled with a mix ofunique retail tenants and national tenants. The quality of retail
uses should be comparable to boutique stores such as Swanberg's and the Gifted Gardener in
Sacramento and national retailers such as the Apple Store, Anthropologie, and Crate and Barrel.
The quality ofrestaurant tenants or uses shall be comparable and similar to DeVere's, Shady
Lady, PF Chang's or Lucca's.

Hours of Operation: the commercial uses are to be open during normal business hours, evenings,
and on weekends. Agency may approve the request to modify business hours. Normal business
hours would at least be from noon to 10 p.m. for restaurants and 10 a.m. to 5 p.m. for retail
stores.

Owner shall assure that the property is used only for the following Approved Uses:
Street level retail, restaurant and entertainment. Residential uses on the Property, subject to a
separate Regulatory Agreement, are also approved ifused, operated and maintained pursuant to
that separate Regulatory Agreement.
Owner shall assure that the property is not used, L.TJ. whoIe or in part, for any of the following
Disapproved Uses:
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Adult store/fIlm; Vet office/kennel; Funeml; Video rentals other than via an unstaffed kiosk;
Manufacturing; Repair facility; Vehicle related; Service stations; Hazardous materials; Massage
Parlor, Hot tub facility; suntan facility; mcetrack or other gambling facility; Storage or
warehousing facilities other than incidental stomge for the residents of the residential portion of
the project; Tattoo and or piercing establishment; store sublet to multiple vendors; pawn shop;
Check cashing or paycheck advance business; Passive activity (switching station); and
Nuisances

TERMINAnON OF COVEN~"S. Ifthe Agency is paid the Recapture, the covenants, conditions and restrictions contained
in this Regulatory Agreement shall terminate, except as to covenants which provide otherwise, including without
limitation, the covenant against discrimination, all of which continue in effect.

REPRE~ENTATIONS. Agency bas providf'..d good and valuable considemtion in the form of contributions of property as set
forth in the DDA. The funds used by Agency in connection with the Project are funds from public funding sources
administered by Agency and their use is subject to certain requirements some of which are embodied in this Regulatory
Agreement. This Regulatory Agreement represents a portion ofa larger tmnsaction, and is an inextricable part of the
larger transaction. Therefore, Agency has undertaken its obligations conditioned upon Owner's agreement, for itself and
its successors and assigns, to comply with all provisions of this Regulatory Agreement. Owner has had full opportunity to
make itself independently familiar with such limitations and restrictions, and Owner accepts them and agrees to comply
fully with them.

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

Owner shall use and shall permit others to use the Property only for the Approved Uses, and with the Redevelopment Plan
for the Project Area.

Owner shall not use and shall not permit others to use the Property for any of the Disapproved Uses.

Owner shall assure full compliance with the Special Provisions, if any.

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 standards and local code requirements. Owner shall maintain the
Property in good condition and shall keep the Property reasonably free from graffiti and unrepaired vandalism and from
accumulation ofabandoned property, inopemble vehicles, unenclosed stomge, debris, and waste materials. In the event ofa
casualty loss, Owner shall cause the restomtion or replacement of the Property, in a timely manner and provided that such
restoration or replacement is then economically feasible.

Owner shall not cause and shall not pennit 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 pamgraph (1)
of subdivision (P) of Section 12955, and Section 12955.2 of the Government Code in the sale, lease, or rental or in the use
or occupancy of the Property. Owner 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, sublessees, or vendees in the Property.
This covenant against discrimination shall continue in perpetuity.

Owner shall assure compliance with the federal Personal Responsibility and Work Opportunity Act (public Law 104
193, commonly known as the Welfare Reform Act) prohibiting the Agency Funding of federal, state or local benefits to
persons who are not citizens or qualified aliens as defined in the act.

RESTRICTION ON SALES AND LEASES. Developer is prohibited from selling or leasing the Property unless and until the
buyer or lessee has executed and the parties have recorded an acknowledgment and acceptance of this Regulatory
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Agreement. In any event, any and all successors in interest to the Property are subject to this Regulatory Agreement.
Agency shall review and approve all leases within 10 business days ofreceipt.

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 running 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 fullest extent permitted by law and
equity, for the benefit and in favor of, and enforceable by, the Agency, the Agency's successors and assigns, any other
governmental entity acting within 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.

TERM. The term of this Regulatory Agreement shall commence on the Effective Date and continue until the terms ofall
of the covenants, including without limitation, the terms stated in the Funding Requirements, have expired or otherwise
been terminated. In the absence of a term in the Funding Requirements, the term shall be thirty (30) years from the
Effective Date.

RECORDKEEPING AND REPORTING. Upon written request ofAgency, Owner shall promptly provide any additional
information or documentation to verify Owner's compliance with the provisions of this Regulatory Agreement. At the
written request of the Agency, Owner shall, within a reasonable time following receipt of such request, furnish reports and
shall give specific answers to questions regarding the income, assets, liabilities, contracts, operations, and condition of the
property and their compliance with the Funding Agreement and this Regulatory Agreement.

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

INDEMNITY FOR OWNER'S FAILURE TO MEET LEGAL REQUIREMENTS. Owner shall indemnify and hold Agency, its
officers, directors, and employees harmless from any and all liability arising from Owner's failure to comply with the
covenants, conditions and restrictions contained in this Regulatory Agreement and its failure to comply with all other
laws, rules, regulations and restrictions related to the use ofany Agency funds, except to the extent caused by the
negligence or willful misconduct of the Agency, its officers, directors, and employees. Without limitation, such indemnity
shall include repayment to the Agency of the costs offunds and the value of lost opportunities resulting from the required
repayment by Agency to the funding source offunds improperly used.

CHANGES WITHOUT CONSENT OF TENANTS, LESSEES, OR OTHERS. Only Agency and its successors and assigns, and
Owner and its successors and assigns (subject to the reasonable approval of Owner's lender) 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. Such changes or termination shall not require the consent ofany easement holder, licensee, other mortgagee,
trustee, beneficiary under a deed of trust or any other person or entity having any interest less than a fee in the Property;
provided that any such changes shall not be binding on any pre--existing easement holder, licensee, other mortgagee,
trustee or lessee without their consent.

DEFAULT. Upon a breach ofany of the provisions of this Regulatory Agreement by Owner, the Agency may give written
notice of such breach to Owner by registered or certified mail. To the extent reasonable under the circumstance, in the
event ofany breach, the Agency and Owner shall reasonably endeavor to identify a remedy for such breach by conference
and conciliation. A correction or remedy of such breach by a Notice Party, referenced in Section 19, below, will be
deemed as effective as if such correction or remedy was made by Owner. If such violation is not corrected to the
satisfaction of Agency within ninety (90) days after the date such notice is mailed or within such further time as the
Agency may reasonably detennine 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 court for specific performance of this 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 terms of
this Regulatory Agreement, for money damages or for such other relief as may be appropriate. The injury to the Agency
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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.

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

The remedies of the Agency under this Regulatory Agreement are cumulative. The exercise ofone 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 anyone or more of its other remedies.

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 Regulatory Agreement.

CONTRADICTORY AGREEMENTS. Owner warrants that he has not, and will not, execute any other agreement with
provisions in contradiction or 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 stated and
supersede any other requirements in conflict with this Regulatory Agreement.

ArrORNEYS' FEES. If the services of any attorney are required by any party to secure the performance of this Regulatory
Agreement or otherwise upon the breach or default of another party, or if any judicial remedy or mediation is necessary to
enforce or inteIpret any provision of this Regulatory Agreement or the rights and duties of any person in relation to this
Regulatory Agreement, the prevailing party shall be entitled to reasonable attorneys' fees, costs and other expenses, in
addition to any other relief to which such party may be entitled. Any award ofdamages 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 judgment 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 party
making such settlement offer.

SEVERABILITY. If any term or provision of this Regulatory Agreement shall, to any extent, be held invalid or
unenforceable, the remainder of this Regulatory Agreement shall not be affected; provided that the intent of the
Regulatory Agreement may then be reasonably fulfilled. In any event, the term or provisions shall be deemed to be invalid
only as to the entity and circumstance for which it was held to be invalid.

N0 WAIVER. No waiver by the Agency ofany breach of or default under this Regulatory Agreement shall be deemed to
be a waiver ofany other or subsequent breach or default.

NOTICES. Written notices and other written communications by and between the parties 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. To the extent the DDA provides for notices to be provided to "Notice
Parties", such Notice Parties shall also be entitled to notice under this Regulatory Agreement.
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THE PARTIES HAVE EXECUTED THIS REGULATORY AGREEMENT in Sacramento, California as of the date first written
above.

OWNER: 700 BLOCK, L.L.C., A CALIFORNIA
LIMITED LIABILITY COMPANY

By: -,-- _
Cyrus Youssefi, Member

By: _
Ali Youssefi, Member and Manager

By: -----,--- -----,--- _
David Miryabianeh, Member

By: ------:__----,---__
Behroze Miryabianeh, Member and Manager

By: _---.:... ,-----__---_
Steve Lebastchi, Member

Approved as to form:

Developer Counsel

AGENCY: REDEVELOPMENT AGENCY OF THE CITY
OF SACRAMENTO

By: --
LaShelle Dozier, Executive Director

Approved as to form:

Agency Counsel

[NOTARIZED ACKNOWLEDGEMENTS]
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EXHIBIT 1 - LEGAL DESCRIPTION

Real property in the City of Sacramento, County of Sacramento, State of California, described as
follows:

THE NORTH 100 FEET OF THE WEST 40 FEET OF LOT 1, IN THE BLOCK BOUNDED BY "K" AND
"L", 7TH AND 8TH STREETS, OF THE CITY OF SACRAMENTO, ACCORDING TO THE MAPS OR
PLAN THEREOF.

APN: 006-0096-002

Real property in the City of Sacramento, County of Sacramento, State ofCalifornia, described as
follows:

THE NORTH 120 FEET IN DEPTH OF LOT 1, IN THE BLOCK BOUNDED BY 7TH AND 8TH, "K"
AND "L" STREETS OF THE CITY OF SACRAMENTO, ACCORDING TO THE OFFICIAL PLAT
THEREOF; EXCEPTING THEREFROM THE WEST 40 FEET IN WIDTH OF THE NORTH 100 FEET IN
DEPTH OF SAID LOT 1; ALSO EXCEPTING THEREFROM SO MUCH THEREOF AS LIES WITHIN
THE BOUNDARIES OF THE FOLLOWING DESCRIBED PARCEL; BEGINNING AT A POINT ON THE
NORTHERLY OR OUTER FACE OF A BUILDING WALL FROM WHICH THE NORTHERLY CORNER
COMMON TO LOTS 1 AND 2, "K" AND "L", 7TH & 8TH STREETS BEARS SOUTH 19°31 '30" WEST,
0.74 FEET OF A FOOT AND THE INTERSECTION OF THE CENTER LINE OF "K" STREET WITH
THE CENTER LINE OF 7TH STREET, AS ESTABLISHED BY THE CITY ENGINEER OF THE CITY OF
SACRAMENTO, BEARS NORTH 19°31 '30" EAST 39.26 FEET TO THE CENTER LINE OF "K"
STREET; AND THENCE NORTH 70°29'20" WEST 120.84 FEET ALONG SAID CENTER LINE;
THENCE FROM SAID POINT OF BEGINNING SOUTH 19°31 '30" WEST 0.74 OF A FOOT TO THE
NORTHERLY CORNER COMMON TO SAID LOTS 1 AND 2; THENCE CONTINUING SOUTH
19°31 '30" WEST 160.26 FEET ALONG THE LINE COMMON TO SAID LOTS I AND 2 TO THE
SOUTHERLY CORNER COMMON THERETO; THENCE NORTH 70°28'40" WEST 1.26 FEET ALONG
THE SOUTHERLY LINE OF SAID LOT I; THENCE NORTH 19°3' EAST 0.02 OF A FOOT TO THE
SOUTHWEST CORNER OF A BRICK BUILDING; THENCE ALONG THE WESTERLY FACE OF WALL
OF SAID BUILDING, FOLLOWING THE OFF-SETS THEREIN, THE FOLLOWING 17 COURSES:
NORTH 19°3' EAST 19.24 FEET; THENCE NORTH 19°32' EAST 27.52 FEET; THENCE NORTH
19°8' EAST 6.21 FEET; THENCE NORTH 70°28' WEST 0.36 OF A FOOT; THENCE NORTH 19°4'
EAST 1.20 FEET; THENCE SOUTH 70°28' EAST 0.37 OF A FOOT; THENCE NORTH 19°26' EAST
21.50 FEET; THENCE NORTH 70°28' WEST 0.36 OF A FOOT; THENCE NORTH 20°52' EAST 1.80
FEET; THENCE SOUTH 70°28' EAST 0.36 OF A FOOT; THENCE NORTH 20°10' EAST 9.11 FEET;
THENCE NORTH 70°28' WEST 0.37 OF A FOOT; THENCE NORTH 19°32' EAST 14.40 FEET;
THENCE NORTH 20°57'10" EAST 19.11 FEET; THENCE NORTH 19°30'35" EAST 39.56 FEET;
THENCE SOUTH 70°31' EAST 0.57 OF A FOOT; THENCE NORTH 19°31 '30" EAST 1.35 FEET TO
THE NORTHWEST CORNER OF SAID BUILDING; THENCE SOUTH 70°29' EAST 0.69 OF A FOOT
TO THE POINT OF BEGINNING, AND BEARINGS HEREIN SET FORTH, BEING REFERRED TO AN
ASSUMED MERIDIAN BY WHICH THE CENTER LIEN OF 7TH STREET BETWEEN "K" AND "L"
STREETS, AS ESTABLISHED BY SAID CITY ENGINEER BEARS NORTH 19°30' EAST AS
DESCRIBED IN QUIT CLAIM DEED FROM SIMON, HORNSTEIN AND MABLE HORNSTEIN, HIS
WIFE, TO RW. STOVALL DATED SEPTEMBER 30,1937, RECORDED DECEMBER 5,1937, IN
BOOK 659 OF OFFICIAL RECORDS, PAGE 309, SACRAMENTO COUNTY RECORDS.

APN: 006-0096-003

Real property in the City of Sacramento, County of Sacramento, State of California, descnbed as
follows:

THE WEST Y2 OF LOT 2, IN THE BLOCK BOUNDED BY "7TH" AND 8"TH", "K" AND "L" STREETS
OF THE CITY OF SACRAMENTO, ACCORDING TO THE OFFICIAL MAP OR PLAT OF SAID CITY.
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APN: 006-0096-004

Real property in the City ofSacramento, County of Sacramento, State of California, described as
follows:

THE EAST HALF OF LOT 2 IN THE BLOCK BOUNDED BY "K" AND "L", SEVENTH AND EIGHTH
STREETS, IN THE CITY OF SACRAMENTO, ACCORDING TO THE OFFICIAL MAP OR PLAN OF
SAID CITY, BEING MORE PARTICULARLY DESCRIBED AS FOLLOWS:
COMMENCING ON THE SOUTH LINE OF K STREET OF SAID CITY OF SACRAMENTO AT A POINT
LOCATED SOUTH 19°30' WEST 39.99 FEET AND SOUTH 70°29'20" EAST 161.23 FROM THE
INTERSECTION OF THE CENTER LINE OF SEVENTH STREET OF SAID CITY OF SACRAMENTO
WITH THE CENTER LINE OF SAID K STREET AND RUNNING THENCE FROM SAID POINT OF
COMMENCEMENT SOUTH 70°29'20" EAST 40.41 FEET TO THE NORTHEASTERLY CORNER OF
SAID LOT 2; THENCE SOUTH 19°33' WEST ALONG THE EASTERLY LINE OF SAID LOT 2 A
DISTANCE OF 160.28 FEET TO THE NORTH LINE OF AN ALLEY; THENCE NORTH 70°28'40"
WEST ALONG THE NORTH LINE OF SAID ALLEY A DISTANCE OF 40.38 FEET TO A POINT;
THENCE NORTH 19°32'15" EAST A DISTANCE OF 160.27 FEET TO THE POINT OF
COMMENCEMENT.

APN: 006-0096-005

Real property in the City of Sacramento, County of Sacramento, State ofCalifornia, described as
follows:

THE WEST ONE-QUARTER OF LOT 3 IN THE BLOCK BOUNDED BY tlK" AND "L", 7TH AND 8TH
STREETS OF THE CITY OF SACRAMENTO, ACCORDING TO THE MAP OF PLAN THEREOF

APN: 006-0096-006

Real property in the City of Sacramento, County of Sacramento, State ofCalifornia, described as
follows:

THE WEST HALF OF THE EAST HALF AND THE EAST HALF OF THE WEST HALF OF LOT 3, IN
THE BLOCK BOUNDED BY "K" AND "L", 7TH AND 8TH STREETS OF THE CITY OF SACRAMENTO,
ACCORDING TO THE MAP OF PLAN THEREOF.

APN: 006-0096-007

Real property in the City of Sacramento, County of Sacramento, State ofCalifornia, described as
follows:

PARCEL NO. 1
THE EAST ONE-QUARTER OF LOT 3 AND THE WEST ONE-QUARTER OF LOT 4 IN THE BLOCK
BOUNDED BY "K" AND "L" 7TH AND 8TH STREETS OF THE CITY OF SACRAMENTO, ACCORDING
TO THE MAP OR PLAN THEREOF.

PARCEL NO. 2
THE EAST THREE-QUARTERS OF THE SOUTH ONE-HALF OF LOT 4 IN THE BLOCK BOUNDED BY
"K" AND "L", 7TH AND 8TH STREETS OF THE CITY OF SACRAMENTO, ACCORDING TO THE MAP
OR PLAN THEREOF, DESCRIBED AS FOLLOWS: BEGINNING AT THE SOUTHEAST CORNER OF
SAID LOT 4 (SAID POINT BEING THE POINT OF INTERSECTION OF THE NORTHERLY LINE OF A
20 FOOT ALLEY AND THE WESTERLY LINE OF 8TH STREET), AND RUNNING THENCE
NORTHERLY ALONG THE EASTERLY LINE OF SAID LOT 4, (BEING THE WESTERLY LINE OF 8TH
STREET) 80.145 FEET TO THE NORTHEAST CORNER OF THE SOUTH ONE-HALF OF SAID LOT 4:
THENCE WESTERLY ALONG THE LINE DIVIDING THE NORTH ONE-HALF FROM THE SOUTH
ONE-HALF OF SAID LOT 4, 60.59 FEET TO THE POINT OF INTERSECTION WITH THE WEST
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LINE OF THE EAST, THREE-QUARTERS OF LOT 4; THENCE SOUTHERLY ALONG THE WEST LINE
OF THE EAST THREE-QUARTERS OF SAID WT 4; 80.135 FEET TO THE INTERSECTION OF SAID
LINE WITH THE SOUTH LINE OF SAID LOT 4 (BEING THE NORTH LINE OF SAID 20 FOOT
ALLEY); THENCE EASTERLY, ALONG THE SOUTH LINE OF SAID LOT 4 AND THE NORTH LINE OF
SAID ALLEY, 60.56 FEET TO THE POINT OF BEGINNING.

APN: 006-0096-008

Real property in the City of Sacramento, County of Sacramento, State ofCalifornia, described as
follows:

THE NORTH ONE-HALF OF THE WEST ONE-HALF OF THE EAST ONE-HALF AND THE NORTH
ONE-HALF OF THE EAST ONE-HALF OF THE WEST ONE~HALFOF LOT 4 IN THE BLOCK
BOUNDED BY "K" AND "L", 7TH AND 8TH STREETS OF THE CITY OF SACRAMENTO, ACCORDING
TO THE MAP OF PLAN THEREOF.

APN: 006-0096-009

Real property in the City of Sacramento, County of Sacramento, State ofCalifornia, described as
follows:

THE EAST ONE-QUARTER (E ~) OF THE NORTH ONE-HALF (N !h) LOT NUMBER FOUR (NO.4)
IN THE BLOCK OR SQUARE BOUNDED BY "K" AND "L" STREETS AND SEVENTH (7TH) AND
EIGHTH (8TH) STREETS OF SAID CITY OF SACRAMENTO ACCORDING TO THE OFFICIAL MAP
OR PLAT THEREOF.

APN: 006-0096-010

Real property in the City of Sacramento, County of Sacramento, State ofCalifornia, described as
follows:

BEGINNING AT A POINT ON THE NORTHERLY OR OUTER FACE OF A BUILDING WALL, FROM
WHICH THE NORTHERLY CORNER COMMON TO LOTS 1 AND 2 IN THE BLOCK BOUNDED BY "K"
AND "L", "7TH" AND "8TH" STREETS OF THE CITY OF SACRAMENTO, ACCORDING TO TH~MAP
OR PLAN THEREOF, BEARS SOUTH 19 DEG. 31. 30" WEST 0.74 FEET AND THE INTERSECTION
OF THE CENTER LINE OF "K" STREET WITH THE CENTER LINE OF "7TH" STREET, AS
ESTABUSHED BY THE CITY ENGINEER OF THE CITY OF SACRAMENTO, BEARS NORTH 19 DEG.
31. 30" EAST 39.26 FEET TO THE CENTER LINE OF "K" STREET AND THENCE NORTH 70 DEG.
29.30" WEST 120.84 FEET ALONG SAID CENTER LINE; THENCE FROM SAID POINT OF
BEGINNING, SOUTH 19 DEG. 31. 30" WEST 0.74 FEET TO THE NORTHERLY CORNER COMMON
TO SAID LOTS 1 AND 2; THENCE CONTINUING SOUTH 19 DEG. 31. 30" WEST 160.26 FEET
ALONG THE UNE COMMON TO SAID LOTS 1 AND 2 TO THE SOUTHERLY CORNER COMMON
THERETO; THENCE NORTH 70 DEG. 28.40" WEST 1.26 FEET ALONG THE SOUTHERLY LINE OF
SAID LOT 1; THENCE NORTH 19 DEG. 03. EAST 0.02 FEET TO THE SOUTHWEST CORNER OF A
BRICK BUILDING; THENCE ALONG THE WESTERLY FACE OF THE WALL OF SAID BUILDING,
FOLLOWING THE OFFSETS THEREIN, THE FOLLOWING SEVENTEEN COURSES: NORTH 19 DEG.
03. EAST 19.24 FEET; NORTH 19 DEG. 32. EAST 27.52 FEET; NORTH 19 DEG. 03. EAST 6.21
FEET; NORTH 70 DEG. 28. WEST 0.36 FEET; NORTH 19 DEG. 04. EAST 1.20 FEET; SOUTH 70
DEG. 28. EAST 0.37 FEET; NORTH 19 DEG. 26. EAST 21.50 FEET; NORTH 70 DEG. 28. WEST
0.36 FEET; NORTH 20 DEG. 52. EAST 1.80 FEET; SOUTH 70 DEG. 28. EAST 0.36 FEET; NORTH
20 DEG. 10. EAST 9.11 FEET; NORTH 70 DEG. 28. WEST 0.37 FEET; NORTH 19 DEG. 32. EAST
14.40 FEET; NORTH 20 DEG. 57.10" EAST 19.11 FEET; NORTH 19 DEG. 30. 35" EAST 39.56
FEET; SOUTH 70 DEG. 31. EAST 0.57 FEET; NORTH 19 DEG. 31. 30" EAST 1.35 FEET TO A
NORTHWEST CORNER OF SAID BUILDING; THENCE SOUTH 70 DEG. 29. EAST 0.69 FEET TO
THE POINT OF BEGINNING. EXCEPTING THEREFROM THAT PORTION OF SAID REALTY LYING
WITHIN THE EXTERIOR BOUNDARIES OF THE SOUTH 40 FEET OF LOT 1, IN THE BLOCK
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BOUNDED BY "K" AND "L", "7TH" AND "8TH" STREETS OF THE CITY OF SACRAMENTO.

APN: 006-0096-018

Real property in the City of Sacramento, County of Sacramento, State ofCalifornia, described as
follows:

THE SOUTH 40 FEET OF WT I IN THE BLOCK BOUNDED BY "7TH" AND "8TH", "K" AND "L"
STREETS OF THE CITY OF SACRAMENTO, ACCORDING TO THE OFFICIAL MAP OR PLAT OF SAID
CITY.

APN: 006-0096-019
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EXHIBIT 2- FUNDING REQUIREMENTS

TAX INCREMENT FuNDING REQUIREMENTS
FOR NON-HoUSING FUND PROJECTS

These "TI Funding Requirements" are incorporated in the "Regulatory Agreement" to which they are attached. In turn, the
Regulatory Agreement is incorporated in the Disposition and Development Agreement ("DDA") referenced in the
Regulatory Agreement. Pursuant to the DDA, the Regulatory Agreement (with these TI Funding Requirements) is recorded
against the properties assisted with the Agency "Funding" that was used to purchase the Property which is the subject of
the DDA as well as Other Agency Development Assistance provided to the Project.. [The capitalized terms used in these
TI Funding Requirements ~hall have the meanings stated below. Terms being defined are indicated by quotation marks.
Capitalized terms that are not defined in these TI Funding Requirements are defIned in the Regulatory Agreement.]

1. RECITALS. Agency is a redevelopment agency organized and operating under the California Community
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 XIll, Section 16, 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 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 DDA. Agency has approved the DDA on condition that the "Property" named in the DDA is
rehabilitated or developed as the Project, defined in the DDA 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. USE. The Property shall be used solely for the Approved Uses and shall not be used for the Disapproved Uses.

3. PLAN COMPLIANCE. Owner shall comply, in all respects, with the Redevelopment Plan.
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NO FEE DOCUMENT:
Entitled to free recording
per Government Code 27383.
When recorded, return to:
SACRAMENTO HOUSING AND REDEVELOPMENT AGENCY

801 12th Street
Sacramento, CA 95814
Attention: JoelFUphagen

REGULATORY AGREEMENT FOR RESIDENTIAL RENTAL PROPERTY

CONTAINING COVENANTS AFFECTING REAl. PROPERTY

PROJECT NAME: 700 Block ofK Street
PROJECT ADDRESS: 700,704,708,712,716,718,724,726, and 730 K

Street, 1111 and 1113 7th Street, 1114 8th Street,
Sacramento, California

APNs: 006-0096-002,006-0096-003,0096-004,006-0096-
I 005,006-0096-006,006-0096-007,006-0096-008, j

006-0096-009,006-0096-010,006-0096-018, and 006-
i 0096-019

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 this 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 dermed are indicated by quotation
marks.)

"Agency"

"Owner"
"A enc Address"

"Owner Address"

"Jurisdiction"

"Property"

City of Sacramento
That certain real property which is subject to this Regulatory Agreement as further described in
the legal description, attached as Exhibit 1 - Legal Description of the Property and
inco orated in this Re ulato Agreement by this reference
Agency purchased the Property with Mer ed Downtown Project Area tax increment funding also
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called "Agency Funding." The Agency is conveying fee title to the Property to Developer,
subject to the terms of the DDA. This Regulatory Agreement is substantial consideration to the
Agency for that DDA. Actual funding agreements will be executed between Agency and a
separate entity from Developer pursuant to the DDA and also in reliance of the execution of this
Regulatory Agreement, among other things.

"Other Agency The amount of the Other Agency Development Assistance is from the $10,100,000.00
Development Merged Downtown Redevelopment Project Area "low-mod" fund, as
Assistance" follows:

The percentage of Other Agency Development Assistance in the Twenty-One (21 %)

"Proportionate
Project cost, including without limitation, land, predevelopment and
development costs, that is attributable to the Other Agency

Agency
Development Assistance. For rehabilitation projects, the percentage

Assistance"
that the Agency Funding bears to the total of the fair market value of
the Property before rehabilitation and the total costs of rehabilitation.
The legal restrictions on the use of the Property that Agency has purchased using tax increment

"Funding funds and which the Agency is conveying pursuant to the DDA requiring the covenants in this
Requirements" Regulatory Agreement, as applicable to and restricting the Property. The Funding Requirements

are set out in Exhibit 2 - Fundine Requirements.
Pennitted uses of the Property include non-residential use (subject to a separate 137

"Approved Use" Regulatory Agreement) and residential space available for rent by the general public
and containing not less than the following number of units:

3. RESTRICTED PARCELS; ApPROVAL OF LEASES. In order to assure that the proper number and types ofunits have been
rented in accordance with this Regulatory Agreement, Owner is prohibited from leasing any Unit within the Project until
either the parties have recorded against the Property a list of the Restricted Units or the Agency has approved the individual
lease or lease form for the Restricted Units. The following numbers ofUnits are restricted for each respective funding
source. The initial rents for the respective units shall be the following; provided, however, that upon the request ofOwner,
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 determining 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 ofall of the
following units at the named affordability levels.

-- - -

I -. U 'I -,. fl' d' ',' ....., l' Inilhli R4:U1
;\"('1'11.'\ lUlfu:1mg tllL'1' I-< wUIiIl~ 1\, III' l1'.lhll\ ,~Iml,wr 0 R •• i L' . • - ,

I '" . . '- . \'S,nl'h~t mb: 'Jl'r. 111'1 "l'.-
'sourcl.': Sr}Ul'n; Ll" t'l: ( 11I1>: ''\1 II"'

• 0111 l:- - -

Downtown Low- 60% AMI 21 Studio $695
Mod Tax Increment
Downtown Low- 60% AMI 47 1 Bedroom $820
Mod Tax Increment
Downtown Low- 60% AMI 4 2 Bedroom $980
Mod Tax Increment
Downtown Low- 80% AMI 4 Studio $925-$975
Mod Tax Increment
Downtown Low- 80% AMI 6 1 Bedroom $950-$1,150
Mod Tax Increment
Downtown Low- 80% AMI 1 2 Bedroom $1,300
Mod Tax Increment

4. MANAGEMENT AGREEMENT. Borrower 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
management company without the prior written approval of the Agency, If Agency has approved an initial property

156



manager for the Project, the company shall be listed immediately below. The term ofsuch agreement shall be the longer of
the term of the Funding Agreement or the longest tenn of the Funding Restrictions

I. Annual Administration Fee. Owner shall pay an Annual Administration Fee Fifty-iive (55) years
equal to the lesser of$15,150 or 15 basis points (0.15%) of the amount of Other
Agency Development Assistance to Agency as compensation for monitoring
compliance with regulatory restrictions and the administration of the loan. The fee
is to be prorated and payable on December I of the first year ofproject operation
and in equal semi-annual installments thereafter.
2. Expiration ofaffordabilitv period. Owner agrees the rent of "in-place" tenants at
the conclusion of the required affordability period will continue to be governed by
the applicable affordability restrictions, so long as those tenants continue to live in
the devel ment.
3. Smoke-free environment. At least 50% ofthe buildings but no less than 50% of
the units must be smoke free. All indoor common areas must be smoke-free.
4. Residcnt services. Owner shall provide approved resident services totaling no
less than 15 hours per week (inclusive ofadministrative programming and
com liance activities associated with the rovision of resident services).
5. Regulatory 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 reporting
requirements. No compliance fee will be assessed for one incident ofeach type of
compliance violation per annual 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 water, sewer, and garbage collection charges, through to tenants as an
add-on to their contracted rent.
7. Renters' insurance. Owner shall not make payment ofrental insurance premiums
a condition ofoccupancy. If owners require renters' insurance, the policy premium
must be deducted from the tenant's rent. The owner shall not add the insurance

remium to the tenant's rent in either the initial or subsequent years.

6. REPRESENTATIONS. Agency has provided Property and funding to develop the Property, subject to the terms of the
Disposition and Development Agreement. This Regulatory Agreement is a substantial part of the consideration to Agency
for entering into the DDA.. [For purposes of this Article II, "Property" shall mean Property or Restricted Unit as the context
may indicate.] The funds used by Agency under the Funding Agreement are funds from public funding sources
administered by Agency and their use is subject to certain requirements some ofwhich are embodied in this Regulatory
Agreement. Further, Agency has entered into the DDA in accordance with the laws, rules and regulations to which Agency
is subject. Therefore, Agency has made DDA and other development assistance 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 DDA. Owner has had full opportunity to make itself independently familiar with such limitations and
restrictions, and Owner accepts them and agrees to comply fully with them.

7. 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
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Agreement, the following covenants shall have a term that is the same as the longest tenn 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 permit the conveyance, transfer, or encumbrance of the
Property unless such assignee, transferee or encumbrancer has agreed, in writing and in a form suitable for recordation, to
be bound by the terms 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 Property in good condition and shall keep the Property reasonably free from graffiti and umepaired vandalism
and from accumulation ofabandoned property, inoperable vehicles, unenclosed storage, debris, and waste materials. In the
event ofa 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 shaH 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 (1)
of subdivision (P) of Section 12955, and Section 12955.2 of the Government 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 funding of federal, state or local benefits to persons who are not
citizens or qualified aliens as defined in such act.

8. NATURE OF COVENANfS. 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 running 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 fullest extent permitted by law
and equity, for the benefit and in favor of, and enforceable by, the Agency, the Agency's successors and assigns, any other
governmental entity acting within 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.

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

10. 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, if the
Owner, who was owner of record before the termination 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 this provision, 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.

11. MULTIPLE FuNDING REQUIREMENfS. Ifmore than one form ofFunding Requirements is attached, each Restricted
Unit shall be subject to the Funding Requirements for every Funding Source applied to the respective Restricted Unit. If
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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
of the most restrictive requirements and the use of the "Recapture" fonnula that results in the greatest repayment to the
Agency.

12. RECORDKEEPING AND REpORTING. Upon request ofAgency, 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 shall, within a reasonable time following receipt of
such request, furnish reports and shall give specific answers to questions upon which information 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 ofTrust.

13. AUDIT AND INSPECTION. The Property and all related equipment, buildings, plans, offices, books, contracts, records,
documents and other related papers 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 ofreviewing Owner's compliance with this Regulatory
Agreement.

14. INDEMNITY FOR OWNER'S FAILURE TO MEET LEGAL REQUIREMENTS. Owner shall indemnify and hold Agency, its
ofticers, directors, and employees hannless from any and all liability arising from Owrlt:r's failure to compiy 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 the Property and development funding assistance except to the extent
caused by the negligence or willful misconduct of the Agency, its officers, directors, and employees. Without limitation,
such indemnity shall include repayment to the appropriate parties ofrents 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.

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 terms) 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, trustee, beneficiary
under a deed of trust or any other person or entity having any interest less than a fee in the Property; provided that any such
changes shall not be binding on any pre-existing easement holder, licensee, other mortgagee, trustee or lessee without their
consent.

16. DEFAULT. Upon a breach ofany of the provisions of this Regulatory Agreement by Owner, the Agency may give
written notice of such breach to Owner by registered or certified mail. Ifsuch violation is not corrected to the satisfaction
ofAgency within ninety (90) days after the date such notice is mailed 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 court for specific performance of this Regulatory Agreement, for an injunction against any violation of the Agreement,
for the appointment ofa receiver to take over and operate the Property in accordance with the terms 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 ofdamage would be
difficult to ascertain. Correction of the breach made by any Notice Party, as refereed to in Section 23, below, will deemed
as effective as if the correction were made by Owner.

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 tenn of this Regulatory Agreement.

18. CONTRADICTORY AGREEMENTS. Owner warrants that it has not, and will not, execute any other agreement with
provisions contradictory ofor 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 forth and
supersede any other requirements in conflict with this Regulatory Agreement.
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19. ATIORNEYS' }'EES. If the services of any attorney are required by any party to secure the performance of this
Regulatory Agreement or otherwise upon the breach of default of another party, or ifany judicial remedy or mediation is
necessary to enforce or interpret any provision of this Regulatory Agreement or the rights and duties ofany person in
relation to this Regulatory Agreement, the prevailing party shall be entitled to reasonable attorneys' 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 ofthis Regulatory Agreement or any of its provisions shall include an award of
prejudgment interest from the date of the breach at the maximum amount ofinterest 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 judgment 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, part or provision of this Regulatory Agreement shall not affect the
validity of the remaining portions.

21, ELECTION OF REMEDIES. To the extent applicable, in the event ofany 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
performance ofany 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 ofany improvements constructed on the Property which improvements are designed for uses not permitted 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 ofanyone or more ofits other remedies.

22. No WAIVER. No waiver by the Agency ofany breach ofor 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 parties 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. To the extent the DDA provides for notices to be provided to "Notice
Parties", such Notice Parties shall also be entitled to notice under this Regulatory Agreement.

THE PARTIES HAVE EXECUTED THIS REGULATORY AGREEMENT in Sacramento, California as of the Effective Date
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OWNER: 700 BLOCK, L.L.C. , A CALIFORNIA

LIMITED LIABILITY COMPANY

By: _

Cyrus Youssefi, Member

By: ---,-:-:c-::-::--------=----=-::---:------~=___---
Ali Youssefi, Member and Manager

By:
.,---------:-::-:-:~---=-=--=--=-=------=-------David Miryabianeh, Member

By: _

Behroze Miryabianeh, Member and Manager

By: -::-------,::-:-_----=-=---=-=-------=- _
Steve Lebastchi, Member

Approved as to form: _
Developer Counsel

[NOTARIZED ACKNOWLEDGEMENTS)

AGENCY: THE REDEVELOPMENT AGENCY OF THE
CITY OF SACRAMENTO

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

Approved as to form:----;-__----:::-_----:- _
Agency Counsel
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EXHIBIT 1 - LEGAL DESCRIPTION

Real property in the City of Sacramento, County of Sacramento, State ofCalifornia, described as
follows:

THE NORTH 100 FEET OF THE WEST 40 FEET OF LOT 1, IN THE BLOCK BOUNDED BY "K" AND
"L", 7TH AND 8TH STREETS, OF THE CITY OF SACRAMENTO, ACCORDING TO THE MAPS OR
PLAN THEREOF.

APN: 006-0096-002

Real property in the City of Sacramento, County of Sacramento, State of California, described as
follows:

THE NORTH 120 FEET IN DEPTH OF LOT 1, IN THE BLOCK BOUNDED BY 7TH AND 8TH, "K"
AND "L'I STREETS OF THE CITY OF SACRAMENTO, ACCORDING TO THE OFFICIAL PLAT
THEREOF; EXCEPTING THEREFROM THE WEST 40 FEET IN WIDTH OF THE NORTH 100 FEET IN
DEPTH OF SAID LOT I; ALSO EXCEPTING THEREFROM SO MUCH THEREOF AS LIES WITHIN
THE BOUNDARIES OF THE FOLLOWING DESCRIBED PARCEL; BEGINNING AT A POINT ON THE
NORTHERLY OR OUTER FACE OF A BUILDING WALL FROM WHICH THE NORTHERLY CORNER
COMMON TO LOTS I AND 2, "K" AND "L", 7TH & 8TH STREETS BEARS SOUTH 19°31 '30" WEST,
0.74 FEET OF A FOOT AND THE INTERSECTION OF THE CENTER LINE OF "K" STREET WITH
THE CENTER LINE OF 7TH STREET, AS ESTABLISHED BY THE CITY ENGINEER OF THE CITY OF
SACRAMENTO, BEARS NORTH 19°31 '30" EAST 39.26 FEET TO THE CENTER LINE OF "K"
STREET; AND THENCE NORTH 70°29'20" WEST 120.84 FEET ALONG SAID CENTER LINE;
THENCE FROM SAID POINT OF BEGINNING SOUTH 19°31 '30" WEST 0.74 OF A FOOT TO THE
NORTHERLY CORNER COMMON TO SAID LOTS 1 AND 2; THENCE CONTINUING SOUTH
19°31 '30" WEST 160.26 FEET ALONG THE LINE COMMON TO SAID LOTS 1 AND 2 TO THE
SOUTHERLY CORNER COMMON THERETO; THENCE NORTH 70°28'40" WEST 1.26 FEET ALONG
THE SOUTHERLY LINE OF SAID LOT 1; THENCE NORTH 19°3' EAST 0.02 OF A FOOT TO THE
SOUTHWEST CORNER OF A BRICK BUILDING; THENCE ALONG THE WESTERLY FACE OF WALL
OF SAID BUILDING, FOLLOWING THE OFF-SETS THEREIN, THE FOLLOWING 17 COURSES:
NORTH 19°3' EAST 19.24 FEET; THENCE NORTH 19°32' EAST 27.52 FEET; THENCE NORTH
19°8' EAST 6.21 FEET; THENCE NORTH 70°28' WEST 0.36 OF A FOOT; THENCE NORTH 19°4'
EAST 1.20 FEET; THENCE SOUTH 70°28' EAST 0.37 OF A FOOT; THENCE NORTH 19°26' EAST
21.50 FEET; THENCE NORTH 70°28' WEST 0.36 OF A FOOT; THENCE NORTH 20°52' EAST 1.80
FEET; THENCE SOUTH 70°28' EAST 0.36 OF A FOOT; THENCE NORTH 20°10' EAST 9.1 I FEET;
THENCE NORTH 70°28' WEST 0.37 OF A FOOT; THENCE NORTH 19°32' EAST 14.40 FEET;
THENCE NORTH 20°57'10" EAST 19.11 FEET; THENCE NORTH 19°30'35" EAST 39.56 FEET;
THENCE SOUTH 70°31' EAST 0.57 OF A FOOT; THENCE NORTH 19°31'30" EAST 1.35 FEET TO
THE NORTHWEST CORNER OF SAID BUILDING; THENCE SOUTH 70°29' EAST 0.69 OF A FOOT
TO THE POINT OF BEGINNING, AND BEARINGS HEREIN SET FORTH, BEING REFERRED TO AN
ASSUMED MERIDIAN BY WHICH THE CENTER LIEN OF 7TII STREET BETWEEN "K" AJ.'ID "L"
STREETS, AS ESTABLISHED BY SAID CITY ENGINEER BEARS NORTH 19°30' EAST AS
DESCRlBED IN QUIT CLAIM DEED FROM SIMON, HORNSTEIN AND MABLE HORNSTEIN, HIS
WIFE, TO R.W. STOVALL DATED SEPTEMBER 30, 1937, RECORDED DECEMBER 5, 1937, IN
BOOK 659 OF OFFICIAL RECORDS, PAGE 309, SACRAMENTO COUNTY RECORDS.

APN: 006-0096-003

Real property in the City of Sacramento, County of Sacramento, State of California, described as
follows:

THE WEST Y2 OF LOT 2, IN THE BLOCK BOUNDED BY "7TH" AND 8 I TH", "K" AND ilL" STREETS
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OF THE CITY OF SACRAMENTO, ACCORDING TO THE OFFICIAL MAP OR PLAT OF SAID CITY.

APN: 006-0096-004

Real property in the City of Sacramento, County of Sacramento, State ofCalifornia, described as
follows:

THE EAST HALF OF LOT 2 IN THE BLOCK BOUNDED BY "K" AND "L", SEVENTH AND EIGHTH
STREETS, IN THE CITY OF SACRAMENTO, ACCORDING TO THE OFFICIAL MAP OR PLAN OF
SAID CITY, BEING MORE PARTICULARLY DESCRIBED AS FOLWWS:
COMMENCING ON THE SOUTH LINE OF K STREET OF SAID CITY OF SACRAMENTO AT A POINT
LOCATED SOUTH 19°30' WEST 39.99 FEET AND SOUTH 70°29'20" EAST 161.23 FROM THE
INTERSECTION OF THE CENTER LINE OF SEVENTH STREET OF SAID CITY OF SACRAMENTO
WITH THE CENTER LINE OF SAID K STREET AND RUNNING THENCE FROM SAID POINT OF
COMMENCEMENT SOUTH 70°29'20" EAST 40.41 FEET TO THE NORTHEASTERLY CORNER OF
SAID LOT 2; THENCE SOUTH 19°33' WEST ALONG THE EASTERLY LINE OF SAID LOT 2 A
DISTANCE OF 160.28 FEET TO THE NORTH LINE OF AN ALLEY; THENCE NORTH 70°28'40"
WEST ALONG THE NORTH LINE OF SAID ALLEY A DISTANCE OF 40.38 FEET TO A POINT;
THENCE NORTH 19°32'15" EAST A DISTANCE OF 160.27 FEET TO THE POINT OF
COMMENCEMENT.

APN:006-0096-005

Real property in the City of Sacramento, County of Sacramento, State ofCalifornia, described as
follows:

THE WEST ONE-QUARTER OF LOT 3 IN THE BLOCK BOUNDED BY "K" AND "L", 7TH AND 8TH
STREETS OF THE CITY OF SACRAMENTO, ACCORDING TO THE MAP OF PLAN THEREOF_

APN: 006-0096-006

Real property in the City of Sacramento, County of Sacramento, State ofCalifornia, described as
follows:

THE WEST HALF OF THE EAST HALF AND THE EAST HALF OF THE WEST HALF OF LOT 3, IN
THE BLOCK BOUNDED BY "K" AND "L", 7TH AND 8TH STREETS OF THE CITY OF SACRAMENTO,
ACCORDING TO THE MAP OF PLAN THEREOF.

APN: 006-0096-007

Real property in the City of Sacramento, County of Sacramento, State ofCalifornia, described as
follows:

PARCEL NO. 1
THE EAST ONE-QUARTER OF LOT 3 AND THE WEST ONE-QUARTER OF LOT 4 IN THE BLOCK
BOUNDED BY "K" AND "L" 7TH AND 8TH STREETS OF THE CITY OF SACRAMENTO, ACCORDING
TO THE MAP OR PLAN THEREOF.

PARCEL NO. 2
THE EAST THREE-QUARTERS OF THE SOUTH ONE-HALF OF LOT 4 IN THE BLOCK BOUNDED BY
"K" AND ilL", 7TH AND 8TH STREETS OF THE CITY OF SACRAMENTO, ACCORDING TO THE MAP
OR PLAN THEREOF, DESCRIBED AS FOLLOWS: BEGINNING AT THE SOUTHEAST CORNER OF
SAID LOT 4 (SAID POINT BEING THE POINT OF INTERSECTION OF THE NORTHERLY LINE OF A
20 FOOT ALLEY AND THE WESTERLY LINE OF 8TH STREET), AND RUNNING THENCE
NORTHERLY ALONG THE EASTERLY LINE OF SAID LOT 4, (BEING THE WESTERLY LINE OF 8TH
STREET) 80.145 FEET TO THE NORTHEAST CORNER OF THE SOUTH ONE-HALF OF SAID LOT 4:
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THENCE WESTERLY ALONG THE LINE DIVIDING THE NORTH ONE-HALF FROM THE SOUTH
ONE-HALF OF SAID LOT 4, 60.59 FEET TO THE POINT OF INTERSECTION WITH THE WEST
LINE OF THE EAST, THREE-QUARTERS OF LOT 4; THENCE SOUTHERLY ALONG THE WEST LINE
OF THE EAST THREE-QUARTERS OF SAID LOT 4; 80.135 FEET TO THE INTERSECTION OF SAID
LINE WITH THE SOUTH LINE OF SAID LOT 4 (BEING THE NORTH LINE OF SAID 20 FOOT
ALLEY); THENCE EASTERLY, ALONG THE SOUTH LINE OF SAID LOT 4 AND THE NORTH LINE OF
SAID ALLEY, 60.56 FEET TO THE POINT OF BEGINNING.

APN: 006-0096-008

Real property in the City of Sacramento, County of Sacramento, State of California, described as
follows:

THE NORTH ONE-HALF OF THE WEST ONE-HALF OF THE EAST ONE-HALF AND THE NORTH
ONE-HALF OF THE EAST ONE-HALF OF THE WEST ONE-HALF OF LOT 4 IN THE BLOCK
BOUNDED BY "K" AND "L", 7TH AND 8TH STREETS OF THE CITY OF SACRAMENTO, ACCORDING
TO THE MAP OF PLAN THEREOF.

APN: 006-0096-009

Real property in the City of Sacramento, County of Sacramento, State ofCalifornia, described as
follows:

THE EAST ONE-QUARTER (E ~) OF THE NORTH ONE-HALF (N Y2) LOT NUMBER FOUR (No. 4)
IN THE BLOCK OR SQUARE BOUNDED BY "K" AND "L" STREETS AND SEVENTH (7TH) AND
EIGHTH (8TH) STREETS OF SAID CITY OF SACRAMENTO ACCORDING TO THE OFFICIAL MAP
OR PLAT THEREOF.

APN: 006-0096-010

Real property in the City of Sacramento, County of Sacramento, State of California, described as
follows:

BEGINNING AT A POINT ON THE NORTHERLY OR OUTER FACE OF A BUILDING WALL, FROM
WHICH THE NORTHERLY CORNER COMMON TO LOTS I AND 2 IN THE BLOCK BOUNDED BY "K"
AND "L", "7TH" AND "8TH" STREETS OF THE CITY OF SACRAMENTO, ACCORDING TO THE MAP
OR PLAN THEREOF, BEARS SOUTH 19 DEG. 31. 30" WEST 0.74 FEET AND THE INTERSECTION
OF THE CENTER LINE OF "K" STREET WITH THE CENTER LINE OF "7TH" STREET, AS
ESTABLISHED BY THE CITY ENGINEER OF THE CITY OF SACRAMENTO, BEARS NORTH 19 DEG.
31. 30" EAST 39.26 FEET TO THE CENTER LINE OF "K" STREET AND THENCE NORTH 70 DEG.
29.30" WEST 120.84 FEET ALONG SAID CENTER LINE; THENCE FROM SAID POINT OF
BEGINNING, SOUTH 19 DEG. 31. 30" WEST 0.74 FEET TO THE NORTHERLY CORNER COMMON
TO SAID LOTS 1 AND 2; THENCE CONTINUING SOUTH 19 DEG. 31. 30" WEST 160.26 FEET
ALONG THE LINE COMMON TO SAID LOTS 1 AND 2 TO THE SOUTHERLY CORNER COMMON
THERETO; THENCE NORTH 70 DEG. 28. 40" WEST 1.26 FEET ALONG THE SOUTHERLY LINE OF
SAID LOT 1; THENCE NORTH 19 DEG. 03. EAST 0.02 FEET TO THE SOUTHWEST CORNER OF A
BRICK BUILDING; THENCE ALONG THE WESTERLY FACE OF THE WALL OF SAID BUILDING,
FOLLOWING THE OFFSETS THEREIN, THE FOLLOWING SEVENTEEN COURSES: NORTH 19 DEG.
03. EAST 19.24 FEET; NORTH 19 DEG. 32. EAST 27.52 FEET; NORTH 19 DEG. 03. EAST 6.21
FEET; NORTH 70 DEG. 28. WEST 0.36 FEET; NORTH 19 DEG. 04. EAST 1.20 FEET; SOUTH 70
DEG. 28. EAST 0.37 FEET; NORTH 19 DEG. 26. EAST 21.50 FEET; NORTH 70 DEG. 28. WEST
0.36 FEET; NORTH 20 DEG. 52. EAST 1.80 FEET; SOUTH 70 DEG. 28. EAST 0.36 FEET; NORTH
20 DEG. 10. EAST 9.11 FEET; NORTH 70 DEG. 28. WEST 0.37 FEET; NORTH] 9 DEG. 32. EAST
14.40 FEET; NORTH 20 DEG. 57. ]0" EAST 19.] 1 FEET; NORTH 19 DEG. 30. 35" EAST 39.56
FEET; SOUTH 70 DEG. 31. EAST 0.57 FEET; NORTH 19 DEG. 31. 30" EAST 1.35 FEET TO A
NORTHWEST CORNER OF SAID BUILDING; THENCE SOUTH 70 DEG. 29. EAST 0.69 FEET TO
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THE POINT OF BEGINNING. EXCEPTING THEREFROM THAT PORTION OF SAID REALTY LYING
WITHIN THE EXTERIOR BOUNDARIES OF THE SOUTH 40 FEET OF LOT 1, IN THE BLOCK
BOUNDED BY "K" AND "L", "7TH" AND "8TH" STREETS OF THE CITY OF SACRAMENTO.

APN: 006-0096-018

Real property in the City of Sacramento, County of Sacramento, State ofCalifornia, described as
follows:

THE SOUTH 40 FEET OF LOT 1 IN THE BWCK BOUNDED BY "7TH" AND "8TH", "K" AND "L"
STREETS OF THE CITY OF SACRAMENTO, ACCORDING TO THE OFFICIAL MAP OR PLAT OF SAID
CITY.

APN: 006-0096-019
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EXIDBIT 2 - FuNDING REQUIREMENTS

TI FuNDING REQUIREMENTS FOR RENTAL HOUSING
Low AND MODERATE INCOME HOUSING FUND

These "TI Funding Requirements" are attached to a Regulatory Agreement, and are incorporated in that Regulatory
Agreement. In tum, the Regulatory Agreement is incorporated in the Disposition and Development Agreement document
that is described in the Regulatory Agreement. Agency Funding is tax increment funds used for the purchase of the
Property and other development assistance. [The capitalized terms 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 DDA.]

1. RECITALS. Agency is a redevelopment agency organized and operating under the California 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 California Redevelopment Law. The Agency
has approved the Agency Funding on condition that the property 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 ("TJ Restricted Units") by recordation of these TI Funding Restrictions as
covenants running with the land, in accordance with Health & Safety Code Section 33334.3(f). 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. AFFORDABILJTY REQUIREMENTS. Owner shall assure that the TI 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%) ofone hundred and ten percent (110%) ofthe Sacramento Metropolitan Statistical Area median income
("Median Income"), as determined annually by the federal Department ofHousing and Urban Development, as
adjusted for family size appropriate to the size and number ofbedroOlns in the respective TI Restricted Unit.

b. Low-Income TI Restricted Units shall be rented for amounts that do not exceed payments of thirty percent (30%)
ofsixty 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 TI 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
ofbedrooms in the respt:ctive TI Restricted Unit.

d. Owner shaH be responsible to determine the affordable amounts for the TI Restricted Units. Within ten (10) days
of Owner request, Agency shall provide all information 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 TI Restricted Units for a term of fifty-five (55) years, unless a
longer teon is specified in the body of the document to which this attached.
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EXHIBIT 3 - COMPLIANCE VIOLATIONS AND ACTIONS

COMPLIANCE VIOLATIONS AND ACTIONS
(All payments due and payable within 30-days of assessment)

:,'. .. .. . N··
-J,;.~:,•.. ' . ..,

Tenant Eligibility and Aftordability Violations
.... ,.

:;. ':.'.\~. '~f

Compliance Fees and Actions* Corrective Time Period
Violation

Tenants over income Initial $500 per unit, again every 90-days 90 days from discovery date to avoid additional
at until another income qualified tenant is $500 charge every 90-days the problem is not
initial move-in housed. corrected.

Correction: Evict tenant if tenant fraud.
Othetwise, next available unit must be
Affordable and rented to an Income-
Qualified tenant.

Incorrect eligibility Initial $50 per file for incorrect 30 days from discovery date to submit copies of
documentation calculations, verifications, or required corrections to compliance staff to avoid additional

documents. Additional $50 per month if $50 per month if not corrected
not corrected.
Correction: Submit copies of corrections
to compliance staff as applicable.

Failure to complete Initial $250 for each incomplete file. 30 days from discovery date to submit corrections
annual Additional $50 per month if not to avoid additional $50 per month if not corrected.
recertifications corrected.

Correction: Submit copies of
recertifications to comoliance staff.

Failure to maintain Initial $500 per unit, again every 90-days 30 days from discovery date to submit copies of
tenant eligibility thereafter until new records in place. new records to avoid additional $100 per unit per
records Additional $100 per unit per month the month the project remains out of compliance.

project remains out of compliance.
Correction: Immediately establish new
files/records.

Incorrect Rents Reimbursement to tenant of the entire 30 days from discovery date to avoid additional
amount overcharged. $100 payment to $100 per overcharged unit per month fee to
Agency for each over-charged unit. Agency.
Correction: Refund tenant with letter of
correction.

Failure to submit Initial $100 per report. Additional $100 7 days from discovery date to submit complete and
complete and per day until complete and accurate report accurate report to avoid additional $100 per day
accurate monthly submitted. Correction: Submit copies of charge.
Bond Report by due corrections to compliance staff as
date applicable.
Failure to comply Initial $100 per report. Additional $100 30 days from discovery date to submit corrections
with approved per day until complete and accurate report to avoid additional $1 00 per day charge.
Management Plan Isubm;tted. Correction, SubnUt oop;es of

corrections to compliance staff as
applicable.

Failure to submit Initial $100 per report. Additional $100 7 days from discovery date to submit corrections
complete and per day until complete and accurate report to avoid additional $100 per day charge.
accurate quarterly submitted. Correction: Submit copies of
Resident Services corrections to compliance staff as
report by due date applicable.
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Failure to provide a Initial $250 per service. Additional $100 7 days from discovery date to implement required
resident service per day until service is provided. service or provide new resident services plan to
required by Resident Correction: Implement required service or avoid additional $100 per day charge; 30 days
Services Plan new resident services plan submitted and from discovery date to implement new plan to

approved; approved plan implemented.. avoid additional $100 per day charge.
Noncompliant lease $100 per noncompliant lease. 30 days from discovery date to avoid additional

Correction: Prepare and execute $100 per noncompliant lease per month charge to
approved lease or addendum to address Agency.
the deficiency.

., '~.'

Housing Quality Standards Violations
.... ; ,.. ,.

Compliance Fees and Actions* Corrective Time Period
Violation

Verifiable existence $200 per unit. Additional $75 per day 3-days from discovery date to submit action plan
ofToxic Mold charge each time efforts fall outside of to address. 10-days to relocate tenant ifnecessary.

corrective timeframes. 30-days to obtain certification that unit is mold
Correction: Prepare and submit action free. $75 per day additional charge each time
plan that addresses scope of work and efforts fall outside of these timefi'ames.
timetable to complete. Relocate tenant if
necessary. Obtain certified clearance that
mold has been abated and unit is safe to
occupy once again.

Broken pipes and $200 per unit. Additional $75 charge per 7-days from discovery date to avoid additional $75
plumbing facilities day if not corrected. per day each day thereafter corrective action not

Correction: Repair/replace as necessary taken.
Smoke detectors not $200 per unit with non-functional smoke Within 24 hours of discovery date to avoid $75 per
working in the units detector. Additional $75 charge per day day additional charge each day thereafter

if not corrected. corrective action not taken.
Correction: Replace batteries or non-
working unit within 24 hours.

Windows with large $200 per unit. Additional $75 charge per 7-days from date ofdiscovery to avoid $75 per
cracks or missing day if not corrected. day additional charge each day thereafter
glass Correction: Repair/replace as necessary. corrective action not taken.
Infestation of roaches $200 per infested unit. Additional $75 7-days from date ofdiscovery to avoid $75 per
or vermin charge per day if not corrected. day additional charge each day thereafter

Correction: Letter from pest control corrective action not taken.
company verifying removal of pests with
paid invoice to compliance staff.

Non-working heating $500 per nonworking unit. Additional Within 24 hours of discovery date to avoid $75 pe;-
unit (Winter) or air $75 charge per day if not corrected. $75 day additional charge each day thereafter
conditioning unit re-inspection fee ifnecessary to verify corrective action not taken.
(Summer) problem corrected.

Correction: Repair/replace as necessary.
Excessive amount $200 per unit. Additional $75 charge per 7-days from date of discovery to avoid $75 per
of urine/ feces day ifnot corrected. day additional charge each day thereafter

Correction: Clean unit as necessary and corrective action not taken.
address problem as the lease allows.
Submit correction letter with
documentation to compliance staff.

Excessive amount of $75 per unit. Additional $75 charge per 14-days from date of discovery to avoid an
trash/garbage in the day if not corrected. additional $75 per day thereafter each day
unit Correction: Clean unit and send letter of corrective action not taken.

correction to compliance staff.
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Hazardous exterior $500 for hazardous conditions. 7-days from date ofdiscovery to avoid $75 per
conditions Additional $75 charge per day ifnot day additional charge each day corrective action

corrected. $75 re-inspection fee. not taken.
Correction: Clean and/or repair as
necessary. Re-inspection to verify
problem addressed.

Large holes $100 per unit. Additional $75 charge per 30-days from date ofdiscovery to avoid $75 per
walls/ceiling day if not corrected. day additional charge each day corrective action

Correction: Submit correction letter with not taken.
documentation to compliance staff.

Non-Operable $500 per non-working gate. Additional 7-days from date of discovery to avoid $75 per
Security Gate $75 charge per day if not corrected. $75 day additional charge each day corrective action

re-inspection fee if necessary to verify not taken.
problem corrected.
Correction: Repair/replace as necessary.

No Security Cameras $250 per discovery. Additional $75 30-days from the date ofdiscovery to avoid $75
(if cameras required) charge per day if not corrected. $75 re- per day additional charge each day thereafter

inspection charge to verify problem corrective action not taken.
I corrected.

Correction: Replace cameras.
Non-working $1 00 per camera per discovery. 7-days from date ofdiscovery to avoid $75 per
Security Cameras Additional $75 charge per day if not day additional charge each day corrective action

corrected. $75 re-inspection charge to not taken.
verify problem corrected. Correction:
Repair/replace as necessary.

Non-working or non- $100 per item per discovery. Additional 7-days from date ofdiscovery to avoid $75 per
accessible $75 charge per day if not corrected. $75 day additional charge each day corrective action
amenities/services re-inspection charge to verify problem not taken.

corrected. Correction: Repair/replace as
necessary.

*No compliance fee will be assessed for one incident of each type ofcompliance violation per annual 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 Tenant Eligibility and Affordability Violations and Housing Quality Standards Violations
tables.
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Exhibit 6
Seller Carryback Payment Schedule

Months From Date Recapture Amount if
of Loan Monthly Repayment Refinanced or Paid in Full

Months 1-12 $ - per month $ 374,717
Months 13-24 $ - per month $ 405,632
Months 25-36 $ - per month $ 439,096
Months 37-48 $ - per month $ 475.322
Months 49--60 $ 1,339 per month $ 514,536
Months 61-72 $ 1,559 per month $ 540,916
Months 73-84 $ 1,785 per month $ 566,821
Months 85-96 $ 2,015 per month $ 592,159

Months 97-108 $ 2,250 per month $ 616,825
Months 109-120 $ 2,490 per month $ 640,708
Months 121-132 $ 2,734 per month $ 663,685
Months 133-144 $ 2,984 per month $ 685,623
Months 145-156 $ 3,238 per month $ 706,375
Months 157-168 $ 3,498 per month $ 725,763
Months 169-180 $ 3,763 per month $ 743,675
Months 181-192 $ 4,034 per month $ 759,862
Months 193-204 $ 4,310 per month $ 774,140
Months 205-216 $ 4,591 per month $ 786,285
Months 217-228 $ 4,878 per month $ 796,057
Months 229-240 $ 5,170 per month $ 803,192
Months 241-252 $ 5,469 per month $ 807,405
Months 253-264 $ 5,773 per month $ 808,386
Months 265-276 $ 6,083 per month $ 805,797
Months 277-288 $ 6,399 per month $ 799,272
Months 289-300 $ 6,722 per month $ 788,416
Months 301-312 $ 7,050 per month $ 772,796
Months 313-324 $ 7,385 per month $ 751,945
Months 325-336 $ 7,726 per month $ 725,357
Months 337-348 $ 8,074 per month $ 692,482
Months 349-360 $ 8,428 per month $ 652,722
Months 361-372 $ 8,789 per month $ 605,432
Months 373-384 $ 9,156 per month $ 549,910
Months 385-396 $ 16,291 per month $ 485,397
Months 397-408 $ 16,672 per month $ 329,946
Months 409-420 $ 17,060 per month $ 157,094
Months 421-432 $ 17,406 per month $ 45,680
Months 433-444 $ 17,858 per month $ 17,293
Months 445-456 $ 1,412 per month $ 1,194

Month 457 All unpaid principal and interest $ -
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Exhibit F
June 21, 2011

Downtown Sacramento Revitalization Corporation
915 I Street, NCH - 3rd Floor
Sacramento, CA 95814

RE: Conditional funding commitment, 700 Block of K Street

Dear Borrower:

On behalf of the Redevelopment Agency of the City of Sacramento ("Agency"), we are pleased
to advise you of its commitment to provide a grant of Downtown Low/Moderate Housing Tax
Exempt Bond funds ("Grant") and a forgivable loan ofDowntown Tax-Exempt Bond funds and
Merged Downtown Tax Increment funds ("Loan") for the purpose of fmancing the development
of that certain real property located in the north half of the block bounded by 7th

, 8th
, K, and L

streets, in Sacramento, California ("Property"). Agency's decision is based on all representations
and information supplied by you to it. If these representations and information change in a
material manner without written approval ofAgency, this commitment is void. Agency's
obligation to make the Grant and Loan is subject to satisfaction of all the following terms and
conditions and Borrower's execution of documentation that is in a form and in substance
satisfactory to the Agency.

The funds subject to this commitment are payable only from the sources identified, above, and
are limited by their availability and are not a general obligation of the Redevelopment Agency,
the City or any other public or private person or entity.

The Grant and Loan shall be made on standard Agency loan documents. No material terms not
in this funding commitment shall be included in the final documents without additional
environmental review if there are changes to the physical project, and governing board approval
if there are material changes to the terms, herein. In the event of any discrepancies between terms
stated in this commitment and the documents, the terms stated in the commitment letter shall be
deemed to be terms of this commitment.

Unless otherwise agreed in writing by the Agency in exercise of its absolute discretion, the
following shall be considered conditions to Agency approval of a financing commitment. The
Agency may, in exercise of its absolute discretion, modify its requirements upon written notice to
Borrower given at least sixl")' days prior to close ofescrow for the Project financing.

This letter constitutes a binding commitment to fund t..lJ.e Project. Except as provided in Section
26, Extension of Commitment Term, this commitment will expire on June 30, 2012~

1. PROJECT DESCRIPTION: The Project is the rehabilitation of the existing commercial
properties on the south side ofK Street between 7th and 8th Streets in Downtown
Sacramento and the creation of 137 mixed-income rental units, including 15 units in the
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rehabilitated buildings and 122 units in a newly constructed mid-rise building to the south
of, and attached to, the commercial properties.

2. BORROWER/GRANTEE: The name ofthe Borrower/Grantee for the Loan and the
Grant is the Downtown Sacramento Revitalization Corporation (hereafter simply
"Borrower").

3. DEVELOPER: The Developer is 700 Block, LLC, or other related entity controlled by
the principals, as of the date of this commitment letter, of a) D & S Development, Inc.,
and b) CFY Development, Inc. Developer's legal entity will be established for the
purpose of this Project and must be eligible to receive Qualified Low Income Community
Investments (QLICIs) under the New Markets Tax Credit ("NMTC") program.

4. MANAGER CORPORATION: The Manager Corporation is a to-be-formed legal entity
controlled by the principals, as of the date of this commitment letter, of a) D & S
Development, Inc., and b) CFY Development, Inc. Manager Corporation's legal entity
will be established for the purpose of receiving the proceeds of the Borrower Grant
(defined below) as a non-shareholder contribution to capital under Internal Revenue Code
Section 118 in order to use the Borrower Grant proceeds to fund the rehabilitation and
construction of the project.

5. PRINCIPAL AMOUNT:
a. The total amount of the Grant will be the lesser of (i) Ten Million One Hundred

Thousand Dollars ($10,100,000), or (ii) an amount to be determined prior to close
of the Grant based on a project budget approved by Agency.

b. The total principal amount of the Loan will be the lesser of (i) Three Million Six
Hundred Thousand Dollars ($3,600,000), or (ii) an amount to be determined prior
to close of the Loan based on a Project budget approved by Agency.

(l) The "Taxable Loan" is the total principal amount of the Loan that is not
funded with tax-exempt bond proceeds, equal to Two Million, Five
Hundred Seventy-Three Thousand, Five Hundred Fifteen Dollars
($2,573,515).

(2) The "Tax Exempt Loan" is the total principal amount of the Loan that is
funded with tax-exempt bond proceeds, equal to the total principal amount
of the Loan minus the total principal amount of the Taxable Loan.

c. If the total funding received by the Project from NMTC equity and private
financing is greater ("Excess NMTC Funds") than the total of those two sources
shown in paragraphs 17 and 18 below, the Developer Equity and the Loan shall
each be reduced by 50% of total Excess NMTC funds. Any reduction of the Loan
pursuant to this paragraph shall first occur in the Tax Exempt Loan and then in the
Taxable Loan. The Taxable Loan shall only be reduced pursuant to this paragraph
if the Tax Exempt Loan has already been reduced to zero.

6. PURPOSE OF LOAN AND GRANT: The Loan and Grant are to be used by Borrower
solely to pay the costs of rehabilitation and new construction of the Project, for such other
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purposes as Agency expressly agrees to in the Disposition and Development Agreement
(DDA) by and between Agency and 700 Block, L.L.C. (or other related entity controlled
by the principals ofD & S Development, Inc. and CFY Development, Inc.) and in the
loan and grant agreements, and such other agreements between Agency and Borrower as
may be generally required by the Agency for the use of the funding sources for the Loan
and Grant.

In order to accomplish the purposes stated in this paragraph, Borrower shall, within
twelve months of the date of this commitment or, if the commitment tenn is extended as
provided in Section 26, by the New Expiration Date defined in that section, take the
following actions:

a. Make a loan (the "Borrower Leverage Loan") of the proceeds of the Taxable Loan
into one or more investment funds created for the purpose of making a Qualified
Equity Investment (QEI)-as defined by the NMTC program-in one or more
Community Development Entities (CDEs) that will provide QUCI loans or equity
to the Developer to pay Project development and construction costs. The terms of
the repayment of the Borrower Leverage Loan shall be as described in Section 10,
below.

b. Make a grant (the "Borrower Grant") of the proceeds of the Grant and the Tax
Exempt Loan to the Manager Corporation, which will make an election under
Internal Revenue Code Section 118 to treat the proceeds of the Borrower Grant as
a non-shareholder contribution to capital of the Manager Corporation. The
Manager Corporation shall be required to use the Borrower Grant proceeds to
facilitate rehabilitation and new construction of the Project by advancing such
Borrower Grant proceeds as a loan (the "Manager Leverage Loan") into one or
more investment funds created for the purpose of making a QEI into one or more
CDEs that will provide QUCI loans or equity to the Developer to pay Project
development and construction costs. The QUCI loan(s) funded with the proceeds
of the Borrower Grant shall provide by their tenns that at the option of the
Developer such QUCI loans may be converted into an equity ownership interest
in the entity which owns the Project allan tenns satisfactory to the Developer
entity and the holder of the QUCI loan(s). It is anticipated that the Manager
Leverage Loan would be repaid in accordance with its terms and among other
things, the Manager Corporation shall have the option, but not the obligation to
contribute all or a portion of any converted equity interest in the project entity
resulting from the conversion of a QUCI loan to an equity interest in the project
owning entity to the Borrower on terms that are mutually satisfactory to all
parties.

7 TERM OF LOAN: The Loan shall mature in Month 457 following the date of the
disbursement of the "Borrower Leverage Loan" pursuant to paragraph 10(a), below.
However, the Loan is forgivable pursuant to paragraph 8, below. No repayment of the
Grant is required conditional upon satisfactory close of escrow for the Project financing.
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8. BORROWER'S POWER TO HAVE THE FORGIVABLE LOAN FORGIVEN:
Borrower shall have the sole power to have the Loan forgiven in whole or in part. Fifty
percent (50%) of the Loan shall be forgiven upon the close of the New Markets Tax
Credit financing for the Project, and the balance will be forgiven at the start of Project
construction as evidenced by building pennits, in accordance with the tenns of this
commitment letter and a Disbursement Agreement to be executed by Agency, Borrower,
as well as the other lenders, including but not limited to the Community Development
Entity lenders.

9. INTEREST RATE: The Loan will bear no interest.

10. REPAYMENT OF BORROWER LEVERAGE LOAN: Agency, Borrower and other
lender staff have worked with the Developer to underwrite the Project and perform the
associated due diligence. The Borrower Leverage Loan shall be made, based on the
coordinated underwriting provisions, according to the following terms, subject to the
requirements of the NMTC program:

a. Term of Borrower Leverage Loan: The Borrower Leverage Loan shaH mature in
Month 457 following the date of the disbursement ofBorrower Leverage Loan.

b. Interest Rate: The Borrower Leverage Loan will bear interest at eight and one
quarter percent (8.25%) compound interest per annum. Interest shall be calculated
on the basis of a 365-day year and actual days elapsed.

c. Amortization and Monthly Payments: Payments shall be applied first to
outstanding interest accrued and unpaid and then to principal. Repayments to
Borrower shall be made according to the following schedule:

i. No payment shall be due in Months I through 48 following the date of the
disbursement of Borrower Leverage Loan.

ii. Beginning in Month 49 following the date of the disbursement of
Borrower Leverage Loan, minimum monthly payments shall be made as
shown in Attachment A to this commitment letter, entitled "Minimum
Required Repayments and Recapture Amounts to Borrower".

iii. Beginning in Month 49 following the date of the disbursement of
Borrower Leverage Loan, twenty percent (20%) of the Project's prior year
Residual Receipts, as defined below, shall be paid to Borrower within
twelve months of the end of the year in which the excess occurred.

Notwithstanding the preceding payment schedule, if any payment due in any
month before the one hundred ninth (109th

) month following the date of
disbursement of the Borrower Leverage Loan (the "Principal Repayment Start
Date") exceeds the total accrued interest on the Borrower Leverage Loan as of that
date, the payment due in that month shall be reduced to only the accrued interest
then due and payable on the Borrower Leverage Loan as of that date and any
portion which represents principal on the Borrower Leverage Loan shall be
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deferred until the Principal Repayment Start Date. Under no circumstances shall
any principal be required to be paid under the Borrower Leverage Loan until the
Principal Repayment Start Date.

"Residual Receipts" means the amount by which Gross Revenue exceeds Annual
Operating Expenses in a particular calendar year.

"Gross Revenue" means with respect to a particular calendar year all revenue,
income, receipts, and other consideration actually received from operation and
leasing of the Project but specifically excluding interest on Developer's reserves.
Gross Revenue shall include, but not be limited to: all rents, fees and charges
paid by residential and commercial tenants; rental subsidy payments received for
the dwelling units; operating subsidies received for the Project; deposits forfeited
by tenants; all cancellation fees, price index adjustments and any other rental
adjustments to leases or rental agreements; proceeds from vending and laundry
room machines; resident parking fees; the proceeds ofbusiness interruption or
similar insurance; the proceeds of casualty insurance not used to rebuild the
Project and not paid to senior lenders; and condemnation awards for a taking of
part of all ofthe Project for a temporary period. In addition, any amount released
without lender approval from any escrow account including operating reserves
and development reserves in a Fiscal Year shall be considered gross revenue of
the Developer for such Fiscal Year. Gross Revenue shall not include tenants'
security deposits, loan proceeds, or similar advances or any additional capital
contributions or equity infusions.

"Annual Operating Expenses" with respect to a particular calendar year shall mean
the following costs reasonably and actually incurred for operation and
maintenance of the Project to the extent that they are consistent with an annual
independent audit perfonned by a certified public accountant using generally
accepted accounting principles: property taxes and assessments imposed on the
Project; senior debt service currently due on a non-optional basis (excluding debt
service due from Residual Receipts or surplus cash of the Project) on the
financing set forth in the budget approved by Agency and Borrower for the
development of the Project; property management fees and reimbursements, not to
exceed fees and reimbursements which are standard in the industry and pursuant
to a maIlagement contract approved by Agency and Borrower; premiums for
property damage and liability insurance; utility services not paid for directly by
tenants, including but not limited to water, sewer, a.."1d trash collection;
maintenance and repair; any annual license or certificate of occupancy fees
required for operation of the Project; security services; advertising and marketing;
cash deposited into reserves for capital replacements of the Project in an amount
not to exceed the greatest amount required in connection with any of the lenders
or financing sources set forth in the budget; cash deposited into an operating
reserve in an amount not to exceed the greater of (i) the greatest amount required
in connection with any of the lenders or financing sources set forth in the Budget
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Approved Financing or (ii) three percent (3%) of Annual Operating Expenses with
a cap of six (6) months gross rent from the Project (as such rent may vary from
time to time); extraordinary operating costs specifically approved by Agency and
Borrower; and other ordinary and reasonable operating expenses not listed above
together with the costs ofcompliance with the NMTC program including any
costs associated with the unwinding or refinancing of the NMTC transaction after
the end of the NMTC compliance period. Annual Operating Expenses shall not
include the following: depreciation, amortization, depletion or other non-cash
expenses; any amount expended from a reserve account; and any capital cost with
respect to the Project, as determined by the accountant for the Project.

d. Recapture Upon Refinance: If the Borrower Leverage Loan is refinanced in any
month prior to its full term as defined in paragraph 10(a) above, Borrower shall
receive, in addition to the principal amount outstanding as of the date of the
refinance, the recapture amount shown in Attachment A, "Minimum Required
Repayments and Recapture Amounts to Borrower", for the month in which the
refinance occurs. However, Borrower may, at its discretion, forego the recapture
amount required by this paragraph if it receives an equity ownership interest in the
entity which owns the Project pursuant to paragraph 6(b) above, provided that the
value of such equity interest is equal to or greater than the value of the recapture
amount required by this paragraph.

11. PROCEEDS UPON REFINANCE OR SALE: As consideration for the Borrower
Leverage Loan and the Agency's DDA, in the event that the Project's debt is refinanced
after the end of the NMTC compliance period, the net proceeds of the refinance after
repayment of all debt shall be split 50 percent in favor of the Developer ,42 percent in
favor of the Borrower, and 8 percent in favor ofthe Agency. For purposes of determining
net proceeds, any costs associated with the refinancing, including any costs associated
with the unwinding or refinancing of the NMTC transaction after the end of the NMTC
compliance period, will be netted from the proceeds. In the event of a sale of the Project,
proceeds will be split 80 percent in favor of the Developer, 17 percent in favor of the
Borrower, and 3 percent in favor of the Agency.

12. ANNUAL ADMINISTRATION FEE ON TAXABLE LOAN: On the date of
disbursement of the Taxable Loan, and annually thereafter for the term of the Taxable
Loan, Borrower shall pay to Agency an amount equal to 10 basis points (0.10%) on the
amount of the Taxable Loan-equal to Two Thousand, Five Hundred Seventy-Three
Dollars ($2,573)-as compensation for the Agency's monitoring oft.lte terms of the
Borrower Leverage Loan. Notwithstanding the foregoing, Agency agrees that Borrower
shall opJy be obligated to ma.1(e the payments required under this section to the extent
Borrower has received payments from the Borrower Leverage Loan sufficient to make
these payments after first deducting from such payments received by Borrower the
amount, if any, needed to make required repayments of the Agency Loan.
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13. SOURCE OF LOAN FUNDS: Agency is making the Loan and Grant from the following
sources of funds, and the Loan and Grant are subject to all requirements related to the use
of such, whether Agency requirements or otherwise:

Grant: Merged Downtown Redevelopment Area Low/Moderate Tax Increment Housing
Set-Aside Tax Exempt Bond Funds

Loan: Merged Downtown Redevelopment Area Tax Increment Tax Exempt Bond
Funds, Tax Increment Flow, and Redevelopment Proceeds

The Loan and Grant are conditioned upon Borrower's acceptance of Agency's
requirements and conditions related to such lending programs and funding sources,
including among others, the required forms of agreements for the Loan and Grant; the
requirements for covenants, conditions and restrictions upon the Property; and insurance
and indemnity requirements.

14. Borrower acknowledges and understands that, pursuant to a forthcoming
Regulatory Agreement between Agency and Developer, the Property will be subject
to restrictions on future sales and rentals which may result in less income to
Developer~and consequently to Borrower as a leveraged NMTC lender to the
Project-than could otherwise be realized, and that such restrictions run with the
land, and during their operational term, will bind all successors in interest.

i. _____ (Borrower Initial)

15. SECURITY: The Loan shall be evidenced by a promissory note payable solely from, and
secured solely by a lien or pledge of repayments received by Borrower from the Borrower
Leverage Loan.

Borrower may subordinate Agency funding to the private financing provided to the
NMTC investment fund, and Agency, at its sole discretion, may allow Borrower to
subordinate Agency funding to the NMTC equity investor and/or the Developer's equity,
provided such subordination contains provisions consistent with community
redevelopment law and required for subordination to private fmancing.

Between Agency and Borrower, Agency shall be in first position, over Borrower and any
other lien, obligation or debt.

16. LEASE AND RENTAL SCHEDULE: Subject to the terms of the DDA by and between
Agency and 700 Block, L.L.C. (or other related entity controlled by the principals ofD &
S Development, Inc. and CFY Development, Inc.), and pursuant to a forthcoming
Regulatory Agreement between Agency and Developer, all leases of the Property and
Improvements shall be subject to Agency's approval prior to execution. Borrower
understands that Developer shall not deviate from the rental schedule presented in
Developer's application for the Loan without Agency's prior written approval.
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17. PROOF OF EOUITY: As a condition of disbursement of Loan and Grant proceeds,
Borrower shall require Developer provide proof of equity for the Property and
Improvements in the amount ofEleven Million Nine Hundred Thousand Dollars
($11,900,000) in NMTC equity, or such other amount as shall be reasonably approved by
the Agency Director and Borrower.

18. OTHER FINANCING: As a condition precedent to the disbursement of the Loan and
Grant proceeds, Borrower must require Developer procure and deliver to Agency
evidence of adequate and assured funding to complete the development of the Project in
accordance with the Agency's requirements. Project funding shall include all of the
following described financing which may be secured by a lien upon the Property and
Improvements, and which shall be otherwise on terms and conditions acceptable to
Agency and Borrower:

a. NMTCs: Agency and Borrower acknowledge and agree that NMTCs are a
necessary component of Project f..mding. The documents required for t.lJ.e
structure and implementation of the NMTCs must be executed and in full force
and effect.

b. Private Financing: Construction and permanent financing from a private lender(s)
of no less than Eighteen Million Two Hundred Fifty Thousand Dollars
($18,250,000) or such other amount as shall be reasonably approved by the
Agency Director and Borrower. Borrower must require Developer provide
evidence of firm and binding commitments for the Project from financial
institution(s) or from other lender(s) approved by Agency and Borrower.

c. Developer Equity: A commitment of equity of no less than Three Million Thirty
Thousand Dollars ($3,030,000) from the Developer or such other amount as shall
be reasonably approved by the Agency Director and Borrower. Developer equity
commitment shall be as approved by Agency and Borrower., it being understood
that the Developer Equity shall be loaned to the NMTC investment fund(s) in
substantially the same manner as the Borrower Loan.

d. Agency Funding: The Agency funding provided through this commitment letter,
provided, however that Agency is not obligated by this letter to make any
contribution not stated in this letter.
i. If Developer has defaulted under its obligations under the NMTC

Agreements resulting in the acceleration of those obligations by the CDE,
the Agency shall have the right, but not the obligation, to provide a
replacement QALICB (which may be controlled by the Agency) to acquire
ownership of and title to the Project in a manner that will not cause a
recapture of any NMTC as reasonably determined by the CDE and NMTC
investor. Agency has thirty (30) days from receipt of notice of such an
acceleration to provide Notice Parties of Agency's intention to find a
replacement QALICB. Agency shall have one hundred and eighty (180)
days to provide a replacement QALICB.
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Such commitments for financing shall not require modification ofAgency loan
documents, or any term ofthis commitment letter.

Such commitments shall not be based upon sources and uses of Project funds that are
different from those approved by Agency and Borrower for the Project or be subject to
conditions which require amendment of the DDA, or other agreements.

19. ADDITIONAL DOCUMENTATION FROM DEVELOPER: Borrower acknowledges
and understands that, prior to disbursement ofLoan and Grant proceeds, Developer must
deliver to Agency and Agency must approve all of the following documentation, as
defined in and required by the DDA by and between Agency and 700 Block, L.L.C. (or
other related entity controlled by the principals of D & S Development, Inc. and CFY
Development, Inc.):

a. Soils and Toxics Reports
b. Plans and Specifications
c. Architectural Agreement
d. Construction Contract
e. Cost Breakdown
f. Hazard Insurance
g. Public Liability and Other Insurance
h. Title Insurance
1. Management Agreement

20. ADDITIONAL PROVISIONS IN DISBURSEMENT AGREEMENT: Prior to
disbursement ofLoan and Grant proceeds, and to the extent permitted by the NMTC
program requirements, Agency and Borrower, as well as the other parties to the
transaction, including but not limited to the Community Development Entity lenders and
any loan servicer, will enter into a Disbursement Agreement that will contain provisions
in addition to those described in this commitment letter. These additional provisions will
include, but not be limited to: retention from disbursements prior to project completion,
distribution of cost savings at the completion of construction, and a "loan in balance"
provision. The provisions in the Disbursement Agreement shall be consistent with these
general provisions:

a. Retention from Disbursements: The CDE shall withhold ten percent (10%)
retention from each disbursement of Loan or Grant funds to the Developer, not to
exceed a total often percent (10%) of the total amount of the Loan and Grant,;.

b. Cost Savings: At completion of construction, Developer shall submit to Agency a
cost certification prepared by a qualified independent auditor acceptable to
Agency, which cost certification shall indicate the amounts actually expended on
each item in the Project budget. If there is a.ll aggregate savings in the total of all
such items from the original Project budget approved by Agency, one-half of such
savings, up to a total ofhalfof the retention of the Loan and Grant amounts then
held by the CDE, shall be reinvested in the Project by the Developer. Such
reinvestment shall be used exclusively for construction costs of the Project, unless
Agency provides prior approval of another use, which may include establishing
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reserves for repayment of financing any QUCI or leverage loans or reduction of
any non-NMTC financing of the Project, to the extent occurring during the NMTC
compliance period.

21. START OF CONSTRUCTION: Project construction shall commence at the earliest
possible date subject to the conditions of this Agency and other involved lenders, but no
later than July 1,2012, except as provided in Section 26.

22. COMPLETION OF CONSTRUCTION: Construction of the Improvements shall be
completed no later than July 1, 2014, except as provided in Section 26.

23. ORGANIZATIONAL AGREEMENTS: Borrower must ensure that the Developer
submits to Agency certified copies of all of the organizational documents establishing the
NMTC structure necessary for this Project. Borrower shall also ensure that such
submittal also includes the certified copies ofall of the Developer's organizational
documents, including all amendments, modifications or terminations: if a corporation,
Developer's Articles of Incorporation and By-Laws; if a partnership, its Partnership
Agreement and, as applicable, Certificate ofLimited Partnership or Statement of
Partnership; if a Limited Liability Company, its Articles of Organization and its
Operating Agreement; and in all cases with all exhibits and amendments to such
documents, fictitious business name statements, other related filings or recorded
documents and such related documents as Agency may request. If it is a corporation,
Developer must submit a corporate borrowing resolution referencing this Loan. If
Developer is other than a corporation, it must submit such proof of authority to enter this
Loan as may be required under the organizational documents.

24. FINANCIAL INFORMATION: During the term of the Loan, Borrower shall deliver to
Agency within 120 days of the end ofeach fiscal year an audited income and expense
statement, a balance sheet, and a statement ofall changes in financial position signed by
authorized officers of Borrower. Prior to close of the Loan and during its term, Borrower
must deliver to Agency such additional financial information as may be requested by
Agency. Borrower shall also require and obtain the same financial reporting from
Developer. Agency reserves the right to review and approve financial statements and
other credit information and references of both Borrower and Developer prior to closing.
During the term of the Loan, Borrower must cause Developer to deliver to Agency a
monthly rent-roll including household composition information and operating statements
with respect to the Property and Improvements, as Agency may request.

25. DOCUMENTATION: This letter is not intended to describe all of the requirements,
terms, conditions and documents for the Loan, which shall also include customary
provisions and documents for an Agency transaction of this type. All documents to be
delivered to or approved by Agency must be satisfactory to Agency in all respects.
Borrower must promptly deliver to Agency any further documentation that may be
required by Agency.
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26. EXTENSION OF COMMITMENT TERM: In the event the Project is not successful in
securing the funding described in Sections 17 and 18 by December 2011, the Agency in
its sole discretion, which discretion shall not be unreasonably withheld, may extend the
expiration date of this commitment letter to a date no later June 30, 2013 (the "New
Expiration Date"). If the Developer is unsuccessful in securing funding by December
2011 and desires to extend the term of this commitment, the Developer must provide
documentation to Agency that demonstrates a good faith effort to secure the prerequisite
funding by no later than December 2011. In the event Agency extends the expiration date
as described here, Developer has until the New Expiration Date to secUre and close on the
Project financing, until one month after the New Expiration Date to begin construction,
and until 25 months after the New Expiration Date to complete construction. Under no
circumstances shall project construction begin later than July 1,2013 or end later than
July 1,2015.

27. CONSISTENCY OF DOCUMENTS: As a material obligation under this commitment
letter, Borrower shall assure that the loan documents for the Project are consistent with
lender's commitment approved by the Agency and comply, in all respects, with this
commitment letter.

28. CHANGES OR AMENDMENTS: No documents or contracts which are to be delivered
to Agency or are subject to Agency's review or approval shall be modified or terminated
without the prior written approval ofAgency, which shall only require the approval of the
Agency Counsel and Director and not the Agency Board of Directors to the extent
permitted by applicable law.

29. ACCEPTANCE OF THIS COMMITMENT: Borrower's acceptance of this Commitment
shall be evidenced by signing and delivering to Agency the enclosed copy of this letter.
Until receipt of such acceptance by Agency, Agency shall have no obligation under this
letter. Agency may withdraw this commitment at any time prior to Borrower's
acceptance.

Sincerely,
The Redevelopment Agency of the City of Sacramento

LaShelle Dozier, Executive Director
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The undersigned acknowledges and accepts the foregoing Commitment and its terms and
conditions.

Dated:

BORROWER:
Downtown Sacramento Revitalization Corporation

By: _

Angelique Ashby, DSRC Board President
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