77

- REPORT TO COUNCIL AND
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Sacramento 915 | Street, Sacramento, CA 95814-2671
Housing & www.CityofSacramento.org
Redevelopment
Agency
STAFF REPORT

June 26, 2007

Honorable Mayor and Members of the City Council
Honorable Chair and Members of the Board

Title: Owner Participation and Conditional Grant Agreement for Hotel Berry
Location/Council District: 729 L. Street, Council District 1

Recommendation: 1) Adopt a City Resolution a) modifying payments and interest
accrual on HOME loan Number 108009 until December 31, 2007, and b) on condition
that the Hotel Berry property transfers to The Trinity Housing Foundation by December
31, 2007 and The Trinity Housing Foundation executes an Owner Participation
Agreement with the Redevelopment Agency, forgives the loan; and 2) adopta
Redevelopment Agency Resolution a) modifying payments on Downtown tax
increment loan Number 87403 until December 31, 2007; b) on condition that the Hotel
Berry property transfers to The Trinity Housing Foundation by December 31, 2007 and
Trinity Housing Foundation executes an Owner Participation Agreement with the
Redevelopment Agency, forgives the loan; ¢} authorizing the transfer of $5,000,000
from the Downtown Tax Increment Residential Hote! fund to the Hotel Berry Project; d)
authorizing the Executive Director or her designee to enter an Owner Participation
Agreement and Conditional Grant Agreement in substantially the form attached with
The Trinity Housing Foundation for this project; e) approving, with conditions, release of
up to $284,000 to fund the costs of acquisition in advance of closing; f) waiving the
Payment In Lieu of Taxes by the future ownership of the Hotel Berry; and g) approving
and adopting the Replacement Housing Plan for 15 studio apartment units.

Contact: Lisa Bates, Director of Community Development, 440-1316 _
Jim Hare, Assistant Director, Housing Policy and Development, 440-1313

Presenters: Jim Hare, Assistant Director of Housing Policy and Development

Department: Sacramento Housing and Redevelopment Agency
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Description/Analysis:

Issue: The Hotel Berry is one of 10 downtown residential hotels that houses low
and very low income tenants. In March 2006, the Agency approved a budget of
$5 million for preservation of such properties and an additional $10 million for
new construction of replacement units. The Trinity Housing Foundation is
proposing to acquire the Hotel Berry under this initiative. Staff anticipates this
affordable housing non-profit will form a development partnership with the AF
Evans Company to rehabilitate the hotel. Approval of Agency funding is a pre-
condition for an application to the state for nine percent tax credits. If approved,
the recommended acquisition budget of $5,000,000 would preserve and extend
the affordability of the Hotel Berry and enable the new owner to re-operate the
property as supportive housing.

The hotel contains 115 residential units, with 18 of those currently regulated at
very low income, 73 regulated at low income, and 24 unregulated. The proposed
acquisition would initially leave the existing affordability in place, but would
extend the regulatory term for 55 years. Upon award of tax credits and initiation
of rehabilitation, the affordability of the project would be deepened to an average
of 40 percent Area Median income (AMI) on ail units.

Initial plans submitted in anticipation of the rehabilitation project show that the
total number of units would be reduced to 100. While this reduction creates no
joss of affordable units, it does result in the loss of 15 hotel units, which are
rented on a daily, weekly or monthly basis. As the units may be rented on a
monthly basis, this loss requires a replacement housing plan under
redevelopment law. The plan is included as Exhibit A to the Redevelopment
Agency resolution.

As proposed, the project will not cause permanent displacement of existing
tenants. Temporary relocation will be required during the course of the
anticipated construction. Current tenants have received a General Information
Notice and Notice of Non-Displacement, as required under State Relocation Law.
Shouild it be determined that any tenant would be permanently displaced as a
result of the project, then a full relocation plan will be prepared and brought
forward for governing board review and approval.

The recommended approval includes early release of up to $284,000 to fund
costs of acquisition in advance of closing. This funding will assist with the costs
of securing controi of the property and fulfilling obligations under the purchase
and sale agreement.

In order to assure that future operations of the Hotel Berry meet the needs of
both the Downtown community and the residential tenants, the new ownership
entity will engage a professional property manager and a social service provider.
A commitment letter to provide a full-time professional case manager has been
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signed by the Single Room Occupancy (SRO) Collaborative of Transitional Living
and Community Support, Inc. (TLCS), based on a budget of $60,000 per year to
be provided by the property owner. From the time of its establishment in 1981,
TLCS has been providing supportive services to persons with psychiatric and
other disabilities. The overall management and operating budget for the hotel at
stabilized occupancy is anticipated to he approximately $4,600 per unit per year,
including social services.

A vicinity map is included as Attachment 1, and a location map is included as
Attachment 2. Further background on The Trinity Housing Foundation and the
property Is included as Attachment 3. A project summary, including a proposed
acquisition sources and uses of funds, is included as Attachment 4. Finally, a
schedule of maximum rents and incomes for the project is included as
Attachment 5.

Policy Considerations: The recommended action would implement Agency
and City policy goals related to preservation of residential hotel units. Section
18.20.160 of the City Code (Residential Hotel Ordinance, revised September
2006) requires that the City maintain an inventory of not less than 712 residential
hotel or comparable units. The Hotel Berry is one of the properties that
comprises the existing inventory. As currently financed, its affordability
restrictions would expire in 2009. The recommended funding would extend the
affordability restrictions for 55 years. The regulatory restrictions on the property
will be specified in the Owner Participation Agreement and accompanying
Reguilatory Agreement. The affordability restrictions will be monitored not less
than annually by the Agency.

Environmental Considerations: The proposed rehabilitation project is exempt
from California Environmental Quality Act (CEQA) review per Guidelines Section
15301. Ali environmental reviews pursuant to National Environmental Policy Act
(NEPA) are complete per HUD regulations

Committee/Commission Action: At its meeting of June 6, 2007, the
Sacramento Housing and Redevelopment Commission considered the staff
recommendation for this project. The votes were as follows:

AYES: Burns, Coriano, Fowler, Gore, Hoag, Piatkowski, Stivers.
NOES: None.

ABSENT:  Burruss, Chan, Shah.

Rationale for Recommendation: The proposed loan forgiveness and grant financing
relieves the property of any debt service obligations. Relief from debt service allows all
project cash flow to be directed to operation and maintenance of the property, and to
social services for the tenant population. The same rationale applies to the
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recommendation to waive the payment in lieu of taxes. The Agency's experience with
residential hotel properties leads staff to the conclusion that this financing structure is
necessary and appropriate in order to assure the long-term sustainability of these
properties.

Financial Considerations: The $5,000,000 budget for this project will be funded with
Downtown Tax Increment Residential Hotel funds. These funds are tax-exempt
redevelopment bond proceeds and as such may be granted, but not loaned, to projects.
These funds are most appropriate for projects where no repayment is expected or
sought. With similar effect, the suspension of existing loan payments and forgiveness
of the HOME and Tax Increment loans on sale will allow all cash flow to fund project
operations both in the short and, most importantly, in the long term.

M/WBE Considerations: Minority and Women's Business Enterprise requirements will
be applied to all activities to the extent required by federal funding.

Respectfully Submitted by: @&5{&«

ANNE M. MOORE
Executive Director

Recommendation Approved:

A
Wﬂw
éf(,RAY KERRIDGE 4 0

City Manager
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Attachment 1
Hotel Berry Vicinity Map
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Attachment 2
Hotel Berry Location Map
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Attachment 3

Background Information — Hotel Berry

The Hotel Berry has been owned by a local family since the 1960's. In 1994 the Agency
assisted the property with a $1.4 million rehabilitation project. Despite hands-on
management, the owner has had an increasingly difficult time keeping occupancy at a
sustainable level and therefore has struggled to meet his financial obligations, including
to the Agency. Therefore, in 2005 he optioned the property to a local entrepreneur in
hopes of achieving a sale that could both pay off the property's debt and provide capital
for an alternative investment.

in Ociober 2006, the AF Evans Company entered into an agreement to assume the
purchase option. The agreement to assume the option has been assigned to The
Trinity Housing Foundation and has been extended until October 31, 2007.

Description of Development: The proposed project consists of property acquisition. Itis
anticipated that The Trinity Housing Foundation will form a limited partnership with the
AF Evans Company to apply for nine percent tax credits and undertake the substantial
rehabilitation of the property. An initial estimate indicates that the project could
generate tax credits sufficient to undertake an $8.9 miilion renovation on the property.

Preliminary renovation plans indicate that the ground floor would remain divided
between the existing commercial tenancies and community space for management staff
and residential tenants. A new convenience kitchen would be added on the ground
floor for resident use, with other ground floor space reconfigured to provide
management offices and space for social service delivery.

The building envelope would be upgraded with new exterior windows. All electrical,
plumbing, and mechanical systems would be replaced or upgraded to ensure 15 year
life. The number of rooms on each of the five residential floors would be reduced to
allow addition of a new disabled accessible room on each floor. Each unit will have a
new kitchenette with under-counter refrigerator, sink, and microwave. At least one unit
will be remodeled as a one-bedroom apartment for the on-site manager.

Developer:. The Trinity Housing Foundation was founded in 1996 as a charitable
nonprofit organization in order to provide affordable housing with dignity and to offer
services to enhance self-reliance. It is built upon the philosophy that all persons,
regardiess of income means and circumstances, deserve safe housing and the
opportunity to develop their skills, strengthen their families, and contribute to their
community.

AF Evans Development, Inc. is a Bay Area development and property management
company with a 29-year track record of housing and mixed-use project development.
To date AF Evans has completed 8,122 units of housing with an additional 2,093 units
presently in planning and 985 units under construction. AF Evans has several



properties in Sacramento, including Ping Yuen Apartments, funded with Agency
assistance in 2002 and completed in 2004.

Of particular relevance to the current project, AF Evans acquired and rehabilitated the
315-unit Hotel Qakland in 1994, using state housing and community development
funding. AF Evans Director of Affordable Housing, Mr. Craig Adelman, worked 10 years
as a project manager and later as Associate Housing Director for Tenderloin
Neighborhood Development Corporation in San Francisco. While with that
organization, Mr. Adelman participated in development of over 1,200 housing units, the
majority of which were for single room occupancy.

Property Management; This project will be managed by Evans Property Management,
Inc.(EPMI). Formed in 1984, EPMI currently manages 44 apartment projects containing
over 6,200 units. Its management portfolio covers a wide variety of housing types and
populations, and most include an affordable component. Most relevant to the proposed
project, EPMI manages the 315 unit Hotel Oakland, which is 100 percent very low-
income.

Agency staff has reviewed the management plan, including daily operations, leasing
procedures, maintenance, and eviction procedures, and has found that the proposed
management company meets the Agency's requirements for property management.

Social Services Plan: Social Services will be provided by Transitional Living and
Community Support (TLCS). Tenants will access TLCS services through a licensed-
supervised, full time, on-site case manager whe will be responsible for assessing the
needs and monitoring the progress of all tenants in need of mental health and social
services. Although participation in these programs will be voluntary, the on-site case
manager will implement a proactive tenant engagement and outreach program to
encourage tenants to participate in TLCS service programs. The case manager will be
funded from the operations of the building, but will be an employee of TLCS and will be
integrated into the SRO Collaborative Services Project.

Transitional Living and Community Support, Inc. {TLCS) has been providing support
services and housing in Sacramento for 25 years. lts mission is to promote
independent and successful community living for people with psychiatric and other
disabilities. TLCS provides these support services through a variety of property
management and service arrangements. Since 2001, TLCS has operated the SRO
Collaborative Project, a program whose design incorporates practices implemented in
several Bay-Area counties under the Health, Housing and Integrated Services Network
(HHISN) mode! developed by the Corporation for Supportive Housing. The SRO
Collaborative is designed to support Sacramento residents living at selected downtown
SRO hotels through the delivery of a range of quality, accessible services.

Project Financing: The current project is limited to property acquisition. It is anticipated
that The Trinity Housing Foundation will enter into a limited partnership agreement with
AF Evans Company, who will in turn apply for low-income housing tax credits and
Affordable Housing Program (AHP) Funds from the Federal Home Loan Bank of San




Francisco to finance the rehabilitation project. A project summary, including a proposed
acquisition sources and uses of funds, is included as Attachment 5.

Low-income Set-aside Requirements: As a condition of receiving the benefits of below-
market rate loans and grants, redevelopment law requires that project units be set aside
for targeted income groups. The following chart summarizes the proposed affordability
restrictions as required for the Agency’s grant. The tax credit financing anticipated for
this project will restrict 100 percent of the units to an average 40 percent of AMI rent.

50% AMI or below 65% AMI or below Unrestricted TOTAL

18 73 9 100

Maximum rent and income limits for the Agency Multi-Family Lending Program can be
found in Attachment 5. The project’s affordability restrictions will be specified in a
regulatory agreement between the Agency and the developer.




Project Summary

Hotel Berry

Attachment 4

Address 720 L Street, Sacramento 95814
Number of Units 115
Year Buili 1929
Acreage A7 acres
Initial Affordability 18 units at 50% AMI

73 units at 65% AMI

24 unrestricted

Expected Long-Term Affordability 10 units at 30% AMI

80 units at 40% AMI

10 units at 50% AMI

Gross Rents Before Utility Alfowance

Unit Mix and Gross Rents 30% AMI 40% AMI 50% AMI
100 Efficiency Apartments 10 @ $352 50 80 @ $470.00 10 @ $587 50

Square Footage
Residential]

Ground Floor Retat!
Total

100 units at 200 square feet, 25,296 square fee overall

4,417 square feet
20,713 square feet

Resident Facilities

None currently; proposed conversion of mezzanine to

community room

Acauisition Sources Tofal Per Unit Per Sguare Foot
Developer Equityi $ 488,000 § 6,100 % 1311
SHRA Participation]| $ 5,000,000 % 62,500 % 134.35
HOME Loan| $ 935,000 $ 11,688 % 2512
TOTAL SOURCES| § 6,423,000 $ 80,288 $ 172.59

Acquisition Lses

HOME loan foregiveness| $ 935,000 % 11,688 % 25.12
Current Property Owner| $ 5065000 % 63313 § 136.10
Predevelopment Costs| $ 284,000 § 3,580 % 7.63
Closing Costs| $ 94,000 § 1,175 % 2.53

Holding Period Operating Reserve} $ 45000 % 563 & 1.21
TOTAL USES| § 6,423,000 $ 80,288 § 172.59

Management / Operations
Proposed Developer:

Property Management Company:
Operations Budget:
Replacement Reserves:

The Trinity Housing Foundation
Evans Property Management Inc.

$450,328
525,000

$4,593
$250

10



MAXIMUM RENT AND INCOME LEVELS

Tax increment

Maximum Income Limils:
30% AMI 40% AME 50% AMI
Family Size Max. Income Max Income Max [ncome
1 person $ 14,100 18.800 23,500
2 person 5 16.100 21.520 26.8900
Maximum Rent Limits:
Unil Size Gross Rent
0 Bedroom 5 353 470 587
HOME Funds
{Rents @ 50% and 65% of AMi}
Maximum Income Limils:
Low HOME High HOME
50% AMI 65% AMI
Family Size Max. Income Max. income
t person 5 23,500 $ 30,550
2 person 5 26.800 3 34,870
Maximum Rent Limits:

Gross Rent Gross Renl
Unit Size
{ Bedroom 3 538 i 536

Aftachment 5
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RESOLUTION NO. 2007 -

Adopted by the Sacramento City Council

on date of

APPROVING OF HOME LOAN PAYMENTS SUSPENSION AND CONDITIONAL

FORGIVENESS FOR THE HOTEL BERRY:

BACKGROUND

A

In 1994 the Sacramento Housing and Redevelopment Agency (“Agency”)
extended a HOME loan (Loan Number 108009) in the amount of $935,720 to
borrowers Mohammed A. and Gul Nusrean Khan to assist in the moderate
rehabilitation of the Hotel Berry. The borrowers have had difficuity making
payments on the loan, due to lower than expected occupancy rates and higher
than expected operating costs. The current loan balance, comprised of $835,845
in principal and $209,218 in accrued interest, is approximately $1,045,063.

It is in the City's interest and in accordance with its adopted policies to encourage
substantial rehabilitation of the Hotel Berry and its re-operation as more deeply
affordable housing.

Suspension of payments and interest accrual on the 1994 HOME loan, and
forgiveness of that loan upon sale of the Hotel Berry to The Trinity Housing
Foundation will facilitate the substantial rehabilitation and re-operation of the
Hotel Berry as supportive housing.

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

Section 1.  Itis determined that the action proposed by this resolution is the

operation, repair, and minor alteration of an existing facility with negligible
expansion beyond the current use, and is therefore exempt from
environmental review under the California Environmental Quality Act
Guidelines Section 15301. All environmental reviews pursuant to National
Environmental Policy Act (NEFA) are complete per HUD regulations.

Section2. The Agency is authorized to suspend payments and interest accrual on

loan number 108009 until December 31, 2007.

12



Section 3.

On condition that the Hotel Berry transfers ownership to The Trinity
Housing Foundation prior to December 31, 2007 and The Trinity Housing
Foundation, or its affiliated assignee approved by the Agency’s Executive
Director, enter into an Owner Participation Agreement for the rehabilitation
and operation of the property as an affordable supportive housing project,
the Agency is authorized to forgive loan number 108009.

13



RESOLUTION NO. 2007 -
Adopted by the Redevelopment Agency of the City of Sacramento

on date of

THE HOTEL BERRY: APPROVAL OF OWNER PARTICIPATION AGREEMENT
CONTAINING TERMS AND CONDITIONS FOR A GRANT OF UP TO $5,000,000,
AND RELATED DOCUMENTS WITH THE TRINITY HOUSING FOUNDATION, A
CALIFORNIA NON-PROFIT CORPORATION; RELATED BUDGET AMENDMENT;
APPROVAL OF REPLACEMENT HOUSING PLAN

BACKGROUND

D. The Trinity Housing Foundation has applied for under the Agency’s Request for
Applications for Efficiency Apartment Housing to assist its acquisition of the Hotel
Berry, an existing downtown residential hotel.

E. It is anticipated that The Trinity Housing Foundation will form a Limited
Partnership with a qualified development entity to undertake a substantial
rehabilitation project, and re-operate the Hotel Berry as supportive housing.

F. in 1994 the Redevelopment Agency extended a commercial loan (Loan Number
87403) in the amount of $100,000 to assist in rehabilitation of first floor
commercial space. The borrowers have had difficulty making payments on the
ioan.

G. Suspension of payments and interest accrual on Loan Number 87403, and
forgiveness of that loan upon sale of the Hotel Berry to the Trinity Housing
Foundation will facilitate the substantial rehabilitation and re-operation of the
Hotel Berry as supportive housing.

H. To compensate for costs incurred to secure the property, The Trinity Housing
Foundation has requested an advance of not more than $284,000 prior to the
closing to be used as extension payments for the purchase option.

l. It is anticipated that the eventual substantial rehabilitation project will result in the

loss of 15 low-income units at the hotel, necessitating the approval of a
Replacement Housing Plan as required under State Redevelopment Law.

14



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

FOLLOWS:

Section 1.

Section 2.

Section 3.

Section 4.

Section 5.

Section 8.

Section 7.

Section 8.

It is determined that the action proposed by this resolution is the
operation, repair, and minor alteration of an existing facility with negligibie
expansion beyond the current use, and is therefore exempt from
environmental review under the California Environmental Quality Act
Guidelines Section 15301. All environmental reviews pursuant to Nationai
Environmental Policy Act (NEPA) are complete per HUD regulations.

The Agency Budget is amended to transfer $5,000,000 from the Merged
Downtown (“T! Funds”) and to the Hotel Berry Project (“Project”).

The Owner Participation Agreement, attached to and incorporated in this
resolution by this reference, for financing the Hotel Berry project is
approved and the Agency is authorized to execute and transmit the
Agreement to The Trinity Housing Foundation.

Subject to the execution of the Owner Participation Agreement, the
Agency is authorized to suspend payments and interest accrual on loan
number 87403 until December 31, 2007, to implement the Owner
Participation Agreement.

Subject to the satisfaction of conditions in the Owner Participation
Agreement, the Agency is authorized to prepare and execute all other
documents reasonably required for making the $5,000,000 grant to The
Trinity Housing Foundation to fund the acquisition of the Hotel Berry.

On condition that the Hotel Berry transfers ownership to The Trinity
Housing Foundation prior to December 31, 2007 and the Trinity Housing
Foundation, or its affiliated assignee approve by the Agency's Executive
Director, enter into an Owner Participation Agreement for the rehabilitation
and operation of the property as an affordable supportive housing project,
the Agency is authorized to forgive loan number 87403.5.

After due consideration of the facts presented, the Replacement Plan
(Exhibit A) for the anticipated loss of 15 single room occupancy units at
the Hote! Berry is approved.

In consideration of the nonprofit ownership, waiver of Payment In Lieu of
Taxes is approved for the Hotel Berry property, subject to development

15



and operation of the project in accordance with the Owner Participation
Agreement.

Section9. The Agency is authorized to enter into and execute other documents and
perform other actions necessary to fulfill the intent of the staff report that
accompanies this resolution, in accordance with their respective terms, all
as approved by Agency Counsel.

Section 10. The Agency is authorized to make technical amendments to said
agreements and documents with approval of Agency Counsel, which
amendments are in accordance with the Owner Participation Agreement,
with Agency policy, with this resolution, with good legal practices for
making of such a grant.

Exhibit A — Replacement Housing Plan
Exhibit B - Owner Participation Agreement

16



Exhibit A
Hotel Berry 729 L Street

Replacement Housing Plan for Low
income Dwelling Units

Description of Property

The Hotel Berry is one of 10 downtown residential hotels that houses low- and very low-
income tenants. The hotel contains 115 residential units with 18 of those currently
regulated at very low-income, 73 regulated at low-income, and 24 unregulated.

The Trinity Housing Foundation, an affordable housing non-profit organization, has
proposed to acquire the property. It is anticipated that the Foundation will enter a
development agreement with the AF Evans Company to substantially rehabilitate the
property using private debt and nine percent tax credit equity. The proposed project
would reduce the number of residential units to 100, but all units would be regulated at
very low income. Therefore, the project creates nine additional affordable units and
deepens and extends the affordability of all units. However, the loss of 15 market rate
units requires a replacement housing plan under redevelopment law.

The project presents a significant opportunity to improve the redevelopment area by
substantially rehabilitating a deficient building, improving occupancy levels, and adding
services to address the needs of the tenant population.

Project Status

The Foundation has the property under option through October 31, 2007 and is
currently seeking acquisition financing from the Redevelopment Agency of the City of
Sacramento.

Responsibility of Agency

California statutes require redevelopment agencies to replace low and moderate-
income housing lost to residential use if that action involved either a development
agreement or financing by the Agency. The specific provision of the California Health
and Safety Code {Sec. 33413) is as follows:

"Whenever dwelling units housing persons and families of low or moderate
income are destroyed or removed from the low- and moderate-income housing
market as a part of a redevelopment project which is subject to a written
agreement with the Agency or where financial assistance has been provided by
the Agency, the Agency shall, within four years of the destruction or removal,
rehabilitate, develop, or construct, or cause to be rehabilitated, developed, or

17



constructed, for rental or sale to persons and families of low or moderate income,
an equal number of replacement dwelling units which have an equal or greater
number of bedrooms as those destroyed or removed units at affordable housing
costs within the territorial jurisdiction of the Agency. When dwelling units are
destroyed or removed after September 1, 1989, 75 percent of the replacement
dwelling units shali replace dwelling units available at affordable housing cost in
the same income level of very low income households, lower income
households, and persons and families of low and moderate income, as the
persons displaced from those destroyed or removed units. When dwelling units
are destroyed or removed on or after January 1, 2002, 100 percent of the
replacement dwelling units shall be available at affordable housing cost to
persons in the same or a lower income category (low, very low, or moderate), as
the persons displaced from those destroyed or removed units.”

Replacement Housing Needs

State Guidelines

Because the acquisition and rehabilitation of the Hotel Berry includes the use of local
redevelopment tax increment funds, the project is subject to state replacement housing
law, California Health and Safety Code 33413. Under state law, if a unit was occupied
by a very low or low income family (regardless of actual housing costs), and taken off
line through demolition or other actions, that unit must be replaced at the same income
level, and must be reguiated at that affordability level for the longest feasible time as
determined by the Agency but for not less than the period of the land use controls
established in the Redevelopment Plan. State law requires that replacement units be
created within four years of removal or destruction.

The Sacramento Housing and Redevelopment Agency will replace the 15 residential
units located at Hotel Berry within the required four-year time period. All 15 units are
zero bedrooms, currently not regulated for affordability, and rented by the day, week, or
month. Based on the monthly rent charge of $700 for these units, they are affordable to
individuals at 60 percent of area median income. Therefore the replacement units will
be affordable fo persons in the same or a lower income category.

The affordability level, type and number of units/bedrooms required to be replaced from
the Hotel Berry are outlined below:

18



Owner VeryLow| Low

Address Occupied [Rental |Bedrooms Units [Income | Income
729 Street no ves 0 15 0 15
Totals 0 15 0 15

Replacement Dwelling Units

The Agency will replace the 15 zero bedroom units at the Berry Hotel with 15 one
bedroom units at the Globe Mills Apartment project. Each unit will be replaced at a level
affordable to very low-income households. These apartments will be located at 1131 C
Street in Council District 1. The project is currently under construction and is
anticipated to receive a certificate of occupancy in early 2008. i includes 79 one-
bedroom units affordable to very low income households.

The replacement units are located in the Alkali Flat Project Area, within one mile of the
Hotel Berry. All replacement units have recorded affordability restrictions that will run
for not less than 55 years.

Schedule for Demolition

The Hotel Berry is anticipated to begin rehabilitation by Spring 2008. The subject 15
units will be effectively lost at the beginning of rehabilitation.

19



OWNER PARTICIPATION AGREEMENT

[Purchase of Residential Covenants, Conditions and Restrictions]

WITH ESCROW INSTRUCTIONS
Hotel Berry 2007

“Agency” The Redevelopment Agency of the City of Sacramento
“Agency Address” 630 I Street, Sacramento, California 95814
“Owner” The Trinity Housing Foundation

“Owner Legal Status”

A California nonprofit corporation

“Owner Address”

103 Castle Rock Road, Suite 21, Walnut Creek, California 94598

“Project Area” Merged Downtown
“Title Company” First American Title Company
“Escrow Number”

*Closing Date”

“Purchase Price”

Purchase Price for the covenants conditions | Five Million Dollars
and restrictions in the amount of : {$5,000,000.00)

“Special Terms”

1. Owner represents and warrants that it has been assigned the
rights of A F. Evans, Inc., under the Assignment and
Assumption Agreement for the Hotel Berry (“*Assignment”)
between A.F. Evans Company, Inc., and Mohammed Mohanna,
assigning Mohammed Mohanna’s rights to purchase the
Property under the Purchase and Sale Agreement dated April
13, 2005 in the preamble and August 11, 2006 in the first page
following the preamble, (“Purchase Agreement™) and under an
Option Agreement dated April 14, 2005, (“Option”) as
evidenced by a Memorandum of Option to Purchase recorded
on May 9, 2005, in the Official Records of Sacramento County.
Owner shall take all actions necessary to preserve the rights to
purchase the Property under the Purchase Agreement and the
Option. Within five (5) business days after execution of this
OPA, Agency will advance $130,000 for uses, strictly as
provided in this OPA. Agency shall advance to Owner Agency
Funding in the amount of Fifteen Thousand Dollars ($15,000)
per month, as needed to pay the cost of continuing the Option
until its exercise, commencing July 1, 2007, and continuing
until the earlier of December 31, 2007 or Owner’s acquisition of
fee title to the Property, which advances shail not exceed Two
Hundred and Eighty-Five Thousand Dollars ($285,000) in total.
Not less than thirty (30) days prior to the final date to exercise
the Option, Owner shall notify Agency if it does not intend to
exercise the Option and shall tender assignment of the Option to
Agency. If Owner fails to so notify the Agency and thereafter
fails to acquire the Property, Owner shall repay all such
advances within thirty (30) days of Agency demand therefor.

2. Agency Funding shall be used solely for Property
acquisition and costs related to such acquisition and to repairs
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and maintenance necessary to restore the Property to current
code requirements, as applicable.

3. While not an obligation of this Agreement, Owner has
represented that Owner will undertake renovation and
rehabilitation of the Property, if and when funding is available
for such activities, and that Owner will apply for tax credit
assistance for the Project at the maximum available assistance
level.

4. The Property has been rehabilitated in the past with funds
provided by the Agency and is subject to existing regulatory
provisions which, among other itemns, restricts the affordability
of the certain residential units within the Project. Such
affordability restrictions will expire within the next two years.
The Regulatory Agreement will extend the term of the
affordability provisions in the existing regulatory agreements
for an additional fifty-five (55) years from their current
expiration dates,

Agency and Owner enter into this Owner Participation Agreement, also called OPA, as of the Effective Date. [For
purposed of this Agreement, the capitalized terms shall have the meanings assigned in the above table and in
Section 15 ]

RECITALS

A Owner is the owner of real property located in the City of Sacramento, California; more particularly described
the Legal Description.

B. Agency is a redevelopment agency formed and acting under the Community Redevelopment Law (California
Health & Safety Code Sections 33000 ¢f seq ), and this decument is governed by the Conmununity Redevelopment
Law. The Project is funded with the Agency’s Housing Fund (as defined in the Community Redevelopment Law)
generated in the Project Area and is subject to the applicable provisions of the Community Redevelopment Land
and the Redevelopment Plan for the Project Area. This OPA is made in accordance with provisions of the
Redevelopment Plan for participation by project owners in redevelopment of the project area (adopted in accordance
with California Health & Safety Code Section 333390). This OPA is consistent with, and furthers, the
Redevelopment Plan and the “Implementation Plan™ adopted for the Project Area in that it will improve and increase
the community’s stock of alfordable housing

C  The primary purpose of this OPA is to improve and increase the community’s stock of affordable housing in
accordance with the Community Redevelopment Law. In order to accomplish such purpose, the OPA provides that
the Owner will redevelop the Property for affordable housing deseribed in this OPA and that the Agency shall
acquire covenants, conditions and restrictions against the Property running with the land that assure the affordability
of the Property as provided in (he Regulatory Agreement. The housing provided under this OPA will benefit the
Project Area by providing housing o serve the Project Area.

D. Owner desires {o develop the Property, and Agency desires to assist development of the Property, on the terms
and conditions in this OPA
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AGREEMENT

NOW THEREFORE, in consideration of the following mutual covenants, obligations and agreements and for other
good and valuable consideration, the receipt and adequacy of which are acknowledged, the parties agree as follows:

1. AGENCY FUNDING. To improve and increase the stock of affordable housing and in exchange for recordation

of the Regulatory Agreement against the Property assuring the same, the Agency shall pay to Owner the amount of
the Purchase Price. Such payment shall be conditioned upon Owner’s compliance with the provisions of this OPA

and the Regulatory Agreement, and the proper recordation of the Regulatory Agreement, subject only to conditions
of title as approved by the Agency.

2. ESCrROW By this OPA, Owner and Agency have opened the Escrow account with the Escrow Agent subject to
the provisions of the standard conditions for acceptance of escrow and the terms and conditions in this OPA, witha
signed counterpart of this document to be delivered as escrow instructions to Escrow Agent. In the event of any
conflict between the terms of this OPA and the standard conditions for acceptance of escrow, the terms of this OPA
shall control. The Escrow reference number is the Escrow Number.

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

2.1 1. Owner has performed all of its obligations then to be performed under this OPA
2.1.2. The closing conditions as defined in Section 2 4 have been fulfilled as of Close of Escrow;

2.1.3. Owner's representations and warranties in this OPA are correct as of the date of this OPA and as of
the Close of Escrow

2.14. The OPA continues to be in full force and effect, no default on the part of Owner has occurred under
the OPA, and no event has occurred that, with the piving of notice or the passage of time, will constitute a default by
Owner under the OPA.

2.2, CONDITIONS TO OWNER'S PERFORMANCE. Owner's obligation to perform under this OPA is subject to
satisfaction of all of the following conditions:

2.2 1. Agency has performed all of its obligations then to be performed pursuant to this OPA.
2 2.2. The closing conditions as defined in Section 2 4 have been fulfilled as of Close of Escrow;

2.2.3 Agency’s representations and warranties in this OPA are correct as of the date of this OPA and as of
the Close of Escrow

2.24. The OPA continues to be in full force and effect, no default on the part of Agency has occurred under
the OPA, and no even! has occurred that, with the giving of notice or the passage of time, will constitute a default by
Agency under the OPA

23 TrrLE Agency shall cause Escrow Agent o issue the Preliminary Report to Owner, with a copy to
Agency, together with copies of all documents requested by Owner or Agency that relate to title exceptions referred
to in the Preliminary Report.

2 4. CLOSE OF ESCrROW The following are conditions to the Close of Escrow:

2.4 1. Simultaneously with the Close of Escrow, Escrow Agent shall issue an ALTA Lender’s Policy of
Title in the amount of Agency funding provided by the Funding Agreement, showing the Regulatory Agreement as a
valid Hen against the Property in favor of the Agency and subject only to the following matters which are approved
exceptions to title:
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1} A lien for real property taxes, bonds, and assessments not then due;

2) Any and all covenants, conditions, restrictions and limitations arising from the Regulatory
Agreement; and

3) Other exceptions approved in writing by Agency prior to Close of Escrow

b) On or prior to the Close of Escrow, the parties shall deposit with Escrow Agent three originals of
this OPA and of each document attached to this OF A to be entered into between the parties pursuant to this OPA.
On or prior to Close of Escrow, the parties shall duly execute (in Escrow or prior to deposit in Escrow) each such
document and shall execute those to be recorded in a manner suitable for recording.

2 4 2. The Owner shall also deposit with Escrow Agent on or prior to the Close of Escrow the following
documents:

a) The Regulatory Agreement, executed and acknowledged by Owner;
b) All closing costs, fees and prorations; and

¢) The insurance policies required of Owner by this agreement or Agency’s acknowledgment of receipt
of them

24 3. The Close of Escrow shall take place on the Closing Date. On the Closing Date, Escrow Agent shall
complete the Close of Escrow as follows and in the following order:

a} Obtain full execution of all unexecuted documents and date all undated documents (including
without limitation any effective date or commencement date not otherwise dated) as of the Closing Date;

b} Record the Regulatory Agreement {marked for return to Agency) with the Sacramento County
Recorder (which shall be deemed delivery to Agency);

c) Issue the title policy described in Section 24 1;
d) Prorate taxes, assessments, rents, and other charges as provided in this OPA;
¢) Return any remaining Agency deposit for prorations and charges paid by or on behalf of Agency;

f) Charpge Owner for those costs and expenses to be paid by Owner pursuant to this OPA and disburse
any net Agency funding or Owner funds remaining after the preceding disbursements to Owner;

) Prepare and deliver to both Owner and Agency conformed copies of all recorded documents; and

I} Prepare and deliver (o both Owner and Agency one signed copy of Escrow Agent's closing
statement showing all receipts and disbursements of the Escrow..

2 4 4. Escrow Agent shall allocate and charge all fees and costs at the Close of Escrow to Owner. In
addition, the Owner shall be responsible for the cost of the ALTA insurance policy. Escrow Agent acknowledges
that Agency is not subject to real property taxes.

2.5. INABILITY TO CLOSE. If Escrow Agent is unable to simultaneously perform all of the preceding
instructions, Escrow Agent shall notify Owner and Agency, return to each party all documents and funds which it
has deposited in Escrow less fees and expenses incurred by the respective party, and bill the respective parties for
any unpaid fees and expenses incurred in Escrow. If Escrow shall fail to close on the Closing Date because Owner
has not complied with Owner's obligations under this OPA, then Owner shall be obligated to pay the costs incurred
through Escrow (o the date the Escrow is terminated, including the cost of any preliniinary title repori and any
cancellation fees or other costs of this. If Escrow shall fail to close on or before the Closing Date because Agency
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has not complied with Agency's obligations under this OPA, such costs shall be paid by Agency. If Escrow shall
fail to close on or before the Closing Date for any other reason, such costs shall be divided equally between the
parties.

2 6. COMMISSIONS. Agency is not responsible, by this OPA or otherwise, to pay commissions on this
transaction,

2.7 PREPARATION AND APPROVAL OF PLANS AND RELATED DOCUMENTS. [Intentionally Omitted}
2.8 DEVELOPMENT PROVISIONS [Intentionally Omitted]

2.9 NONDISCRIMINATION IN CONTRACTING AND EMPLOYMENT. Owner for itself its Project contractors and
subcontractors 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.

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

29 2 ADVERTISING. Owner will, in all solicitations or advertisements for employees placed by or on
behalf of the Owner, state that all qualified applicants will receive consideration for employment without regard to
race, color, creed, religion, sex, marital status, or national origin.

2.9.3 OFFICE OF ECONOMIC OPPORTUNITY IN CONSTRUCTION For the purpose of monitoring the anti-
discrimination and all applicable labor provisions, Owner and Owner’s contractor and subcontractors shall comply
with the requirements of the Agency's Office of Economic Opportunity in Construction

2.10. PUBLIC EMPROVEMENTS  Owner shall, at Owner's expense as a Project cost, undertake and complete any
modification, construction, relocation or improvement of public facilities, improvements and utilities required for
the development of the Property

2 11. AGENCY ACCESS TO THE PROPERTY Owner 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 OPA. Pusposes for Agency entry may include, without limitation,
inspection of all work being performed in connection with the construction of the Project

2.12. PROJECT SIGN . [Intentionally Omitted]
2.13. CERTIFICATE OF COMPLETION [Intentionally Omitted]

2.14. REPORTS. During the period of construction, the Owner shall submit to the Agency a written report of the
operations of the Project as and when reasonably requested by the Agency, but not more often than once each
month.

215 NOTIFICATION OF GENERAL CONTRACTORS, ARCHITECTS AND ENGINEERS  [Intentionally Omitted]

2.16. PROPERTY CONDITION AND ZONING. Fxcept as provided in this OPA, 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 Owner lo 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 Final Plans. Agency
exercises no authority with regard to zoning of the Property. Owner shall assure that zoning of the Property at the
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time of development shall be such as to permit the development and construction, use, operation and maintenance of
the Project in accordance with the provistons of this OPA.

2.17 OPERATIONAL FINANCING. Owner shall be responsible for and shall pay all costs of operating and
maintaining the Project. Except as expressly provided in this OPA, no party shall have the right of reimbursement
for any funds expended by them for the Project. Agency is not obligated by this OPA or otherwise to make any
contribution beyond its obligations stated in this OPA.

3 USE COVENANTS. Owner shall own and manage the Property in accordance with the provisions of this OPA.

3.1. NONDISCRIMINATION Owner covenants by and for himself, his heirs, executors, administrators and
assigns, and all persons claiming under or through him, that it shall not discriminate on the basis of race, color,
ancestry, religion, creed, sex, marital status, or national origin in the sale, lease or rental or in the use or occupancy
of the Property and the Project

3.2 REGULATORY AGREEMENT. Owner covenants by and for himself, his heirs, executors, administrators and
assigns, and all persons claiming under or through him, that the Property shall be used strictly in accordance with the
provisions of the Regulatory Agreement

4. INDEMNIFICATION. Each party shall indemnify, protect, defend and hold harmiess the other party and its
officers, directors, employees, advisors, and agents from any and all liability from bodily injury, death and property
damage caused by or resulting from the acts or omissions of such party, its officers, employees, agents ot
independent contractors and for any and all costs incurred by the other party in defending against such liability
claims, including attorney's fees, except only indemnification for injury, death or property damage caused by the
negligent act or willful misconduct of the other party  This indemnification provision shall survive the termination
of this agreement

5 LIABILITY INSURANCE. With regard to this OPA, the Owner shall obtain and maintain, and require the
contractor and subcontractors for the Project to obtain and maintain such insurance as will protect them,
respectively, from the following claims which may result from the operations of the Owner, any 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 his employees; (¢} claims for damages because of bodily injury,
sickness or disease, or death of any person other than his 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 (o the employment of such person by the Owner, or (2) by any other person; claims for damages,
other than 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 Owner's
obligations under this OPA

5 1. LIABILITY INSURANCE PoLICY LiMiTs, Owner shall assure that the insurance required by this Section
shall be written with a deductible of not more than FIFTY THOUSAND DOLLARS ($50,000)

5 2. WORKER'S COMPENSATION., Worker's compensation coverage shall be written for the statutory limits as
required by the California Labor Code (commencing with Section 3700,as it may, from time to time, be amended).

5.3 COMPREHENSIVE GENERAL LIABILITY Commercial general liability coverage shall include
premises-operations, independent contractor's protective, products and completed operation (for four years), broad
form property damage, and contractual liability coverage (or such other substantially similar coverage as may
approved by Agency Counsel). Such insurance shall have limits of liability which are not less than $1,000,000, each
occurrence, for bodily injury coverage; $1,000,000 aggregate, for products and completed operations coverage;
$1,000,000 each occurrence for properly damage coverage, single limit and aggregate; and which is the same as the
foregoing coverages.
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54 COMPREHENSIVE AUTOMOBILE LIABILITY Comprehensive automobile liability coverage for any vehicle
used for, or in connection with, the Project (owned, nonowned, hired, leased) having limits of liability which are not
less than $500,000 for bodily injury coverage and $300,000 for property damage

5.5 FIRE, HAZARD AND EXTENDED COVERAGE INSURANCE. For the duration of OPA, Owner shall obtain and
maintain fire and hazard insurance to the full insurable value of the Property with endorsements of extended
coverage, vandalism, and malicious mischief, and with such other endorsements and in such amounts as the Agency
may reasonably require to protect the Project In the event of damage to the Project and subject to the requirements
of Lender, Owner shall use the proceeds of such insurance to reconstruct the Project and the public improvements.

5 6. INSURANCE PROVISIONS . Each policy of insurance required under this OPA shall be obtained from a
provider licensed to do business in California and having a current Best's Insurance Guide rating, or such other
equivalent rating, as may reasonably be approved by Agency's legal counsel, Each policy shall contain the
following provisions as applicable:

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

57 1. CANCELLATION. Each policy shall bear an endorsement precluding canceilation 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 etfective date.

572 FAILURE TO MAINTAIN. If Owner fails to obtain or maintain, or cause {o be obtained and
maintained, any insurance required by this OPA, the Agency shall have the right to purchase the insurance on
Owner’s behalf, and Owner shall promptly reimburse the full cost of such insurance to the Agency. [f Owner 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

573 BLANKET COVERAGE. Qwner’s obligation to carry insurance as required under this Section 5 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 nevertheless 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 19 with respect to such insurance shall otherwise be
satisfied by such blanket policy

6. DEFAULTS AND REMEDIES., Except as otherwise provided in the OPA, if either party defaults in its obligations
under this OPA, the defauiting party shall immediately commence and diligently proceed 1o cure the default within
thirty (30) days after written notice of default [rom the other party or 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. I 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 permilted by
this OPA, a failure or delay by a party to perform any term or provision of this OPA constitutes a default of this
OPA. As a condition precedent to termination of the OPA 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 OPA, neither Agency nor Owner shall have
any further rights against or liability to the other under the OPA except as expressly set forth in this OPA to the
conrary.

6 1. OTHER RIGHTS AND REMEDIES, Upon the occurrence of any default by Owner, and the expiration of any
applicable notice and cure period without a cure having occurred within the specified cure period, the non-defaulting
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party shall have the right to institute such actions as it may deem desirable to remedy a default of this OPA as
allowed under this OPA, at law or in equily

6.2 NONLIABILITY OF AGENCY OFFICIALS AND EMPLOYEES. No member, official or employee of Agency
shall be personally liable to Owner, or any successor in interest, in the event of any default or breach by Agency or

for any amount which may become due to Owner or its successors, or on any obligations under the terms of this
OPA.

6.3 ATTORNEY’S FEES AND RELATED 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, 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 reliet
through arbitration; or the party determined to be the prevailing party by a court of law In any event, the prevailing
party shall mean the party receiving a judgment, ruling or award that is more favorable than the last firm offer of
settlement made by such party, unless the judgment, ruling or award is more favorable to both parties than their last
firm offers of settlement, respectively Any award of damages following judicial remedy or arbitration as a result of
the breach of this 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.

7. ENCUMBRANCE OF PROPERTY AND LENDER PROTLECTIONS, Before issuance of a Certificate of Completion,
the Owner may, upon written Agency approval, obtain a Loan and encumber the Property as security for the Loan,
provided either that the proceeds of the l.oan 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. After issuance of a Certificate of Completion, the Agency
shall have no rights of approval regarding financing secured by the Property As a condilion to Agency’s approval
of a Loan, Owner shall provide the Agency with a conformed copy of all documents related to the Loan. Agency
acknowledges that a Lender will rely upon this OPA in making the Loan and that Agency’s obligations under this
OPA are inducements to Lender’s making of the Loan. Agency acknowledges that a Lender will rely upon this
OPA in making the Loan and that Agency’s obligations under this OPA are inducements to Lender’s making of the
Loan

7.1. NOTICES. If the Agency gives any notice of default to Owner under this OPA, the Agency shall
contemporancously give a copy of such potice to each Lender who has requested such notice in the following form
of request for notice at the address stated in the such request for notice. Any such default notice that is not so
delivered to Lender shall not be effective or binding with regard to Lender or otherwise affect Lender, but failure to
deliver such default notice to Lender shall not affect its validity with respect to Owner. Lender 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 the
Lender as such term is defined in that certain Disposition and Development OPA dated between the Redevelopment

Agency of the City of Sacramento and {Owne:] ("OPA™)  Lender requests, in sccordance with Seetion 21 | of the OPA, that if
any default notice shall be given to Owner under the OPA, a copy of such defaull notice shall be given to Lender.
[Lender Name and Address for Notice]

7.2. ASSIGNMENTS AND TRANSFERS. Agency shall not be bound to recognize any assignment of the Loan or
related encumbrance of the Property unless and until Lender has given Agency written notice of the name and
address of the assignee (and if more than one person is an assignee, the designated name and address for notices)
and such assignee qualifies as a Lender under this OPA Thereafter, such assignee shall be considered a Lender with
respect to the Loan and the related encumbrance on the Property

7 3 LENDER NOT OBLIGATED TO CONSTRUCT . [Intentionally Omitted]

7.4 LENDER'S OFFION TO CURE DEFAULTS After any default of Owner's obligations under the OPA, each
Lender shall have the right, at its option, to cure or remedy such default, within the time for cure aliowed to Owner,
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and to add the cost of such cure to the debt and the lien secured by the Property  The Agency shall accept such
performance as if it had been performed by Cwner; provided, however, that such Lender shall not be subrogated to
the rights of the Agency by undertaking such performance. If the breach or default relates to construction of the
Proiect, however, Lender shall not undertake or continue the construction of the Project (beyond the extent
necessary o conserve or protect Project or construction already made) unless Lender assumes, in writing
satisfactory to the Agency, Owner's obligations to complete the Project on the Property in (he manner provided in
the OPA. Any Lender who properly completes the Project as provided in the OPA shall be entitled, upon written
request made to the Agency, to Certificate of Completion from the Agency in a manner provided in the OPA. Such
certification shall mean that any remedies or rights with respect to the Property that the Agency may have because of
Owner's failure to cure any default with respect to the construction of the Project on other parts of the Property, or
because of any other default of the OPA by the Owner shall not apply to the part of the Property to which such
Centification relates. Nothing in this Section shall be deemed to limit, modify or release any claim or remedy that
the Agency may have against the Owner for such default.

7.5. DEFAULT BY OWNER. In the event of a default by Owner, Agency shall not terminate this OPA unless and
until the Agency has given notice to Lender of such default, as provided in this Section 21.5 and Lender has failed to
cure such default as provided in Section 21.5 provided, however that if such default cannot practicably be cured by
the Lender without taking possession of the Property, then the Schedule of Performances {and, therefore, the
Agency’s right to terminate this OPA) shall be tolled if and so long as:

7.5.1 Lender has delivered to the Agency, prior to the date on which Agency is entitled to give notice of
termination of this OPA, a written instrument satisfactory to Agency in which Lender 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 dilipently pursue such cure to completion; provided, however, that neither the
L ender nor its designee shall be obligated to pay damages to the Agency on accountt of such default, except to the
extent of any monies due and unpaid from Owner.

7 5.2. Lender or its designee has rights to obtain possession of the Property (including possession by
receiver) through foreclosure, deed in licu of foreclosure or otherwise, and Lender or its designee promptly
commences and diligently proceeds to obtain possession of the Property, and it Lender is prevented by court action
or by any statutory stay from prosecwting foreclosure proceedings, that Lender is diligently seeking relief from such
action or stay; and

7.5 3. Upon receiving possession of the Property, Lender or its designee promptly commences and
diligently proceeds to cure such defanit in accordance with the written instrument described in Section 21 5

7 6. From and afier the cute of such Qwner default, Lender or its designee is not required to obtain possession
or to continue in possession of the Property, Nothing in this Section 21 5 shall preclude the Agency from
exercising any of its rights or remedies with respect to Owner during any period of such forbearance.

7.7 FORECLOSURE. Foreclosure of any encumbrance securing the Loan, 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 Owner to the Lender 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 Owner under this OPA,
provided that such purchaser or transferee expressly assumes each and every obligation of the Owner under this
OPA {excep! for the obligation to pay damages except to the extent of any monies due and unpaid from Owner
under this QPA) by assumption agreement satisfactory to the Agency. If any Lender or its designee acquires
Owner’s right, title and interest under this OPA as a result of a judicial or nonjudicial foreclosure under any power
contained in such encumbrance, or any conveyance of the Property from the Owner to the Lender or its designee
through, or in lieu of, foreclosure or other appropriate proceedings in the nature of foreclosure, such Lender or its
designee shall have the right 1o assign or transfer Owner’s right, title and interest under this OPA (o an assignee;
provided, however, that the assignee or transferee shall thereafter be subject to all of the terms and conditions of this
OPA.

28




Owner Participation Agreement

7.8 MODIFICATIONS. No modification or amendment to the OPA which materially and adversely affects the
I ender’s interest in the Property shall be valid and effective unless the Lender’s written consent to such
modification or amendment has first been obtained, which consent shall not be unreasonably withheld.

7.9. FURTHER ASSURANCES T0O LENDERS. Agency and Owner shall in good faith consider making such
reasonable modifications to this OPA and executing such further instruments and agreements between them as a
L ender may reasonably request, provided such modifications, instruments and agreements do not materiaily,
adversely affect any party's expectations or benefit, rights or obligations under this OPA and provided such
modifications, instruments, and agreements serve a material economic purpose.

8 EsTorpeL CERTIFICATE. Any party may, at any time, request in writing of any other party to certify in writing
that, to the knowledge of the certifying party, (i) this OPA is in full force and effect and a binding obligation of the
parties; (ii) this OPA has not been amended or modified either orally or in writing, or, if so amended, identifying the
amendments; and (iii) the requesting party is not in default in the performance of its obligations under this OPA, 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.

9  PROHIBITIONS AGAINST ASSIGNMENT AND TRANSFER. In reliance on the financial capability and experience
of Owner, 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 Owner shall not, prior to issuance of a Certificate
of Completion, assign Owner's interests or obligations under this OPA or undertake any act or transaction resulting
in a significant change in the interests of the principals of Qwner or the degree of their control of Owner without the
prior written consent of Agency The transfer or assignment, pursuant to this Section, requires the {ransferee or
assignee to execute and deliver to Agency a valid, binding, written assumption of all obligations of Owner. Such a
transfer as permitted in this Section shall not relieve Owner, or any other party bound in any way by the OPA, from
any of its obligations under the OPA With respect to this provision, the Owner and the parties signing the OPA on
behalf of the Owner represent that they have the authority of all of Owner’s principals to agree to and bind them to
this provision.

10 DOCUMENT INTERPRETATION, This OPA shall be interpreted in accordance with the following rules.

10.1. INTEGRATED DOCUMENTS; SEVERABILITY. This OPA and the documents incorporated in this OPA are
1o be considered as one document and default of any of them shall be considered a default of all of them, This OPA
including the incorporated documents integrates all of the terms and conditions related or incidental to its subject
matter, and supersedes all negotiations or previous agreements between the parties with respect to its subject matter.
If any term or provision of this OPA shall, to any extent, be held invalid or unenforceable, the remainder of this
OPA shall not be affected; provided that the intent of the OPA may then be reasonably fulfilled.

102, CONFLICTING PROVISIONS, If conflicts are discovered in provisions of this OPA and such incorporated
documents, this OPA shall control with regard to plan review and construction terms, the Funding Agreement shall
control with regard to funding terms and the Regulatory Agreement shall control with regard to covenants,
conditions and restrictions contained therein. In any event, the resolution of such conflicts shall be undertaken so as
to meet the intent of this OPA

10.3 WAIVERS AND AMENDMENTS. All waivers of the provisions of this OPA must be in writing and signed
by Agency or Owner, as applicable, and all amendments to this OPA must be in writing and signed by Agency and
Owner. 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 Owner under this Section shall not be considered as a waiver of the rights of Agency with respect
to any other defauits by Owner under this Section or with respect to the particular default except to the extent
specifically waived in writing

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

10 5. DRAFTER, This OPA 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 OPA. All exhibits
referred to in this OPA are attached to it and incorporated in it by this reference

106 MERGER. Al of the terms, provisions, representations, warranties, and covenants of the parties under this
OPA shall survive the Close of Fscrow and shall not be merged in the Grant Deed or other documents

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

10 8. GOVERNING LAw. This OPA shall be govemed and construed in accordance with California law

11, INSPECTION OF BOOKS AND RECORDS. Agency has the right, at all reasonable times, to inspect the books and
records of Owner regarding the Property as reasonably necessary to carry out its purposes under this OPA.

12 OWNERSHIP OF DATA, If this OPA is terminated, for any reason, prior to the completion of the Project, Owner
shall deliver to Agency any and all data acquired for development of the Property. Agency shall have full
ownersitip and rights to use such data.

13. NOTICES. All notices to be given under this OPA shall be in writing and sent to the following addresses by one
or more of the following methods:

13.1. Addresses for notices are as follows:

13.1 1. Agency: Redevelopment Agency of the County of Sacramento, 630 1 Street, Sacramento, California
95814, Attention: fdgency Contact]

13 1 2. Owner: f[Owner notice information]
13 2. Notices may be delivered by one of the following methods:

13.2.1. 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;

13.2.2. 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;

13.2.3. 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
delivered upon receipt, or

13.2.4. 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 (1) business day after transmittal by telecopier, provided that a
transmission report is automaticaily 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 Owner or Agency
may respectively designate by wrilten notice to the other.

14 SUCCESSCRS. This OPA shall inure to the benefit of and shail be binding upon the parties to this OPA and their
respective heirs, successors, and assigns.
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15 DEFINITIONS. ln addition to the definitions contained the table at the beginning of this OPA, the following
definitions shall apply in interpreting the provisions of this OPA.

15.1. “Agency” is a public body, corporate and politic, exercising governmental functions and powers, and
organized and existing under the Comniunity Redevelopment Law of the State of California. Agency as used in this
DDA includes any assignee of or successor to its rights, powers, and responsibilities. The Sacramento Housing and
Redevelopment Agency is a joint powers agency which provides staffing for the operation of the Agency

15 2 “Art in Public Places Program™ means the “Aesthetic Improvement Policy” adopted by Agency
Resolution Number 2865, October 16, 1979. It is Agency's policy for the creation and display of artwork in public
areas

15.3. “Certificate of Completion” is the certificate issued by the Agency certifying Owner's completion of the
construction of the Project for purposes of this OPA.

154 “CEQA” is the California Environmental Quality Act (commencing at Public Resources Code Section
21000), together with all rules and regulations promuigated under the statutes

155 “City” is the City of Sacramento, a political subdivision of the State of California

15.6. “Community Redevelopment Law” is the law governing redevelopment in the State of California and is
found commencing at Health and Safety Code Section 33000,

15.7. “Final Plans” are the full and final plans, drawings and specifications for the Project as described in, and
approved by the Agency under, Section 2 7, which shall 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 with this OPA
The Final Plans shall incorporate any related mitigation measures that may be required for compliance with CEQA.
The Final Plans shall specifically include changes or corrections of the Final Plans approved as provided in this
OPA. The Final Plans shall include all landscaping, on- and off-site work and artwork related to the Project. Except
as approved by the Agency, the Final Plans shall conform in all material respects to all provisions of this OPA,
including without limitation, the Preliminary Plans and the Scope of Development.

15 8. [Intentionally Omitted]

15.9. “Legal Description” is the legal description of the various parcels of real property affected by this OPA.
The Legal Description is attached as Exhibit 1; Legal Description.

15.10. “Lender” shall include all holders of any lien or encumbrance as security for a loan on all or any part of
the Property. 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, which approval Agency may
withhold in exercise of its reasonable discretion and in consideration of the commercially reasonable protection of
its interests under this DDA,

15 11. “Loan” is the loan for acquisition or development of the Property made by Lender

1512 “OPA” is this Owner Participation Agreement between Agency and Owner, including all documents
incorporated in this OPA by reference

15.13 “Preliminary Plans" are the Project designs and elevations a portion of which (consisting of various
elevations) is attached as Exhibit 2; Preliminary Plans. Agency has approved the Preliminary Plans concurrently
with the approval of this OPA.

1514 “Property” is that real property to be developed under this OPA, as more particularly described in the
Legal Description. The Property includes all improvements contained within the Property.
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15.15. “Project” is all of the work to be accomplished under this OPA
15 16. “Project Area” is the named Project Area, as defined the Redevelopment Plan.

15.17. “Redevelopment Plan” is the adopted and recorded redevelopment plan for the Project Area (as it may
be amended from time to time).

15.18. “Regulatory Apreement”, a copy of which is attached as Exhibit 3: Regulatory Apreement (and is,
therefore, incorporated in this Agreement by reference) is the agreement containing covenants, conditions and
restrictions, including without limitation, use and affordability restrictions, that run with the Property as a condition
of Agency Funding

15.19 “Schedule of Performances” is the schedule that establishes the dates by which obligations of the parties
under this OPA must be performed and conditions of the OPA must be satisfied. The Schedule of Performances is
attached as Exhibit 4: Schedule of Performances.

15.20. “Scope of Development” is the detailed description of the work to be done under this OPA for the
Project The Scope of Development attached Exhibit 5: Scope of Development,

15.21. “Title Company” refers to the insurer of title, as described in the Funding Agreement.
THE PARTIES HAVE EXECUTED THIS OPA in Sacramento, California as of the date first written above

OWNER : AGENCY: THE REDEVELOPMENT AGENCY OF THE
CI1TY OF SACRAMENTO

By: By:

Anne M. Moore, Executive Director
Its:

Approved as to forn::

Approved as to form:

Agency Counsel

Owner Counsel
document2
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Acceptance of Escrow Instructions
To Title Company / Escrow Holder:

Your acceptance of this escrow shall create a contractual obligation by you with Agency and Owner for complete
compliance with these instructions. Agency and Owner reserve the right to jointly revoke this escrow at any time upon
their payment to you of your fees and reimbursement to you of your expenses in accordance with the terms of these
escrow instructions. Your obligations as Escrow Holder under these escrow instructions shall be subject to the
following: You are not responsible for the sufficiency or correctness as to form, manner of execution, or validity of any
instrument deposited in this escrow nor as to the authority or rights of any person executing such instrument. Except as
otherwise provided in these escrow instructions or by law, your duties as Escrow Holder are limited to the proper
handling of monies and the proper safekeeping of instruments and other items received by you as Escrow Holder, and
for the performance of your obligations as specifically provided under these escrow instructions. You are responsible
for the sufficiency of any instruments or documents prepared by you for this escrow

Agency and Owner agree to indemnify and hold you harmless from damages incurred as a result of your good faith and
diligent performance of your duties under these escrow instructions, which damages are not a result of your negligent
or wrongful act or omission.

Your execution acknowledges receipt of the foregoing escrow instructions, evidences your agreement to act as escrow
holder as provided in this document and to comply with the terms and conditions of the escrow instructions included in

this document,

Dated:

TiTLE COMPANY / ESCROW HOLDER:

TITLE COMPANY

By:

Name of Title Officer
Commescial Escrow Officer
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LEGAL DESCRIPTION
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EXHIBIT 2

PRELIMINARY PLANS

Draft Boilerplate OPA

-35-
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EXHIBIT 3

REGULATORY AGREEMENT

Draft Boilerplate OPA

S36-
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EXHIBIT 4

SCHEDULE OF PERFORMANCES

DUE ON OR BEFORE:
1. Owner shall open escrow, and Agency and Owner to () days after Agency approval of this OPA
deposit OPA and all attachments
2. Qwner and Agency to deposit all required items in {) days after opening the Escrow
Escrow
3. Escrow shall close. () days after opening Escrow, unless extended by the
parties for unavoidable delays in meeting conditions

for close

4 Owner shall obtain all required land use entitlements
for the Project.

5. Qwner shall obtain building permits for the Project

6. Owner shall begin construction of the Project.

7. Owner shall have certificates of occupancy on some
Project units and shall begin sales of the available Project
units.

8. Owner shall obtain a certificates of occupancy for all
units of the Project and shall have sold not less than 95%
of the Project units.

Draft Boilerplate OPA - 37 - 37



Purchase & Sale OPA

EXHIBIT 5

SCOPE OF DEVELOPMENT

Draft Boilerplate OPA

-38-
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CONDITIONAL GRANT AGREEMENT
HOTEL BERRY 2007

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

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

2. DEFINITIONS TABLES. The capitalized terms in this Grant Agreement shall have the meanings assigned in the
following Definitions Tables and in Section 3 Definitions. Terms being defined are indicated by quotation marks. If an item
in the Definitions Table is marked “None”, “Not Applicable”, “N/A” or equivalent or is left blank, that defined term is not
applicable to this Grant or the referenced item is not required or is not included in this Grant as the context may indicate.

“EFFECTIVE DATE” Being the date as of which this Grant Agreement shall be effective,
“GRANTOR” The following public agency that is making the Grant, and whose legal status and address are:
Name Redevelopment Agency of the City of Sacramento
Legal Status A public body, corporate and politic
Principal Address 630 | Street, Sacramento CA 95814
“GRANTEE” The Grantee of the Grant funds whose name, legal status and address are:
Name Trinity Housing Foundation
Lepal Status nonprofit corporation
Principal Address 103 Castle Rock Road, Suite 21, Walnut Creek, California 94598
“ORANT” The Grant made by this Grant Agreement.
“ORANT Granter’s Grant commitment, made Not Applicable
COMMITMENT” by letter dated as of pp
“GRANT PROGRAM” Grantor’s Grant Program, commonly Mgrgeql Downtown Project Area Tax Increment Housing
known as Set-Aside Fund
“GRANT AMOUNT” Five Million Dollars and No Cents ($5,000,000.00)
- .. . Which is the minimum amount of cash or cash equivalent
“GRANTEE EQUITY™ gﬁziiﬁgdgﬁla;: éfégyohgzﬁht (excluding land equity or other non-cash investment in
’ the Project) that Grantee is investing in the Project.
The Grant shall be forgiven upon purchase of the Property and recordation of a regulatory
“SATISFACTION OF agreement extending the affordability restriction period on alt residential units currently restricted
CONDITION” by Agency regulatory agreement or agreements for an additional fifty-five (55) years from the
expiration date of the regulatory covenant on each respective regulated unit.

Which is the extension of the regulatory period for each residential unit subject to an Agency
“PROJECT” regulatory agreement for an additional fifty-five (55) years and bringing all regulated units to
current code requirements, as applicable to the Property.

B. “CoOLLATERALY The Collaternl securing repayviment of the Gramt. which Collieral consists of the following:
“PROPERTY” The following described real property, which is security for the Grant and the site of the Project:
Address 729 L Street
Assessor’s Parcel

- -012
Number 006-0096-012

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

Grantee has rights to obtain fee interest in the Property and will acquire fee interest in the
Property as provided in the OPA.

“Legal Description”

Grantee’s Title Interest

C.
“Title Company” and
“Escrow Agent”

“FSCROW INFORMATHON™:

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

First American Title Company
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“Escrow” The escrow with Escrow Agent

“Closing Date”

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

ExHisit

D. “LisT OF Extnnirs™ (The following are attached and incorporated in this Grant Agreement):

DEFINED TERM

Exhibit 1: Legal Description

“Legal Description”

Exhibit 2: Scope of Development

“Scope of Development”

Exhibit 3: Regulatory Agreement

“Regulatory Agreement”

Exhibit 4: Escrow Instructions

“Escrow Instructions

E. “ApPROVAL DOCTMENTS™ Grantee shall submit the following documents for Grantor approval:
Grantee’s organizational documents, such as partnership agreements or corporate articles and by-laws
“Budget” for the Project

F, “AssIGNED DOCUMENTS™ Grmtee shall assign the following documents o Grantor:

G. *SpECLAL PROVISIONS™ The following specinl provisions shall be in addition to the provisions of this Grant Agreement:
1. This Grant is made pursuant to the Owner Participation Agreement between the Parties, made concurrently with this Grant
Agreement (“OPA™). This Grant Agreement is subject to the OPA including without limitation, conditions precedent to
funding the Grant or making disbursements of the Grant proceeds. The OPA provides for advances to be made under this
Grant Agreement as necessary to continue the “Option” described in the OPA.

2. Grant Proceeds shall be used solely for Property acquisition and costs related to such acquisition. Grantor will deposit the
Grant Proceeds in escrow for the purchase of the Property, which shall also be the escrow for the Grant, with instructions that
the Grant Proceeds shall be used solely for the purchase of the Property and if Grantee fails to purchase the Property on or
before the date scheduled for close of the Escrow, the Grant Proceeds shall be refurned te Grantor immediately.

3. Evans Property Management, Inc., 1000 Broadway, Suite 300, Oakiand, California 94607 is approved by the Grantor as
“Property Manager” for the Property and Project.

3. DEFINITIONS. Terms not defined in Article I and 11 of this Grant Agreement shall have the definitions assigned in the
OPA and the Regulatory Agreement. Ifa definition in Article I refers to an Exhibit that is an attached document form, the
attached document is a true and correct copy of the document referenced. As used in this Grant Agreement, the following
terms shall have the following meanings:

3.1. “Budget” is the budget approved by Grantor for the Project.

3.2, “Close of Bscrow” means the fulfiliment of the Escrow terms and conciusion of the Escrow, including, without
limitation, the execution of unexecuted documents, the recordation of documents specified for recording, the issuance of
title insurance policies, the payment of fees and the delivery of funds and documents as directed in the escrow instructions
for the Escrow. The Close of Escrow shall occur on the Closing Date.

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

3.4, “Escrow Instructions” means the Escrow Instructions for the Escrow signed by each of the parties to this Grant
Agreement.

3.5, “Event of Default” is breach of or default in a party’s obligations under this Grant Agreement, the Regulatory
Agreement, or the OPA,

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

3.7. “Governimental Requirement” means any law, ordinance, order, rule, regulation, plan, ruling, determination or
requirement of a Governmental Authority.
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3.8. “Grant” is the Grant from Grantor to Grantee made pursuant to this Grant Agreement.

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

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

3.11. “Potential Default” means an event that would constitute an Event of Default but for any requirement of notice to
be given or period of grace or time to elapse.

3.12. “Title Policy” means the title insurance policies to be issued in connection with this Grant, as further defined in
the Escrow Instructions.

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

4.1. LEGAL ORGANIZATION. Grantee is duly formed and validly exists in the form stated in Article , is qualified to
do business in California, and has full power to consummate the transactions contemplated.

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

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

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

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

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

4.7. TITLE TO PrOPERTY. Grantee, as of the close of escrow, is the sole Iegal and beneficial owner of the Property,
which is free of all claims, liens, and encumbrances other than those shown in the Title Policy.

4.8, Usk OF PROCEEDS. All Grant Proceeds will be disbursed as provided in this Grant Agreement and used only for
the purposes specified in the Grant.

4.9. TAXES PAID. Grantee has filed all required Federal, State, County, and City tax returns and has paid all taxes due
and owing  Grantee knows of no basis for additional assessments with respect to any taxes, other than the lien of taxes not
yet due,

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

5. GRANT. Grantor agrees to deliver to Grantee, and Grantee agrees to accept from Grantor, an amount not to exceed the
Grant Amount, 1o acquire the Property, subject to the terms, conditions, representations, warranties, and covenants in this
Grant Agreement.

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

5.2. USE OF GRANT FUNDS. Grant funds shall be used solely for actual costs to purchase the Property and related
COosts.

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

5.4. REGULATORY AGREEMENT. The Regulatory Agreement imposing covenants, conditions and restrictions
running with the land is a material consideration for the making of the Grant. Grantee shall execute the Regulatory
Agreement prior to Close of Escrow and deliver it to Escrow for recordation as a condition precedent to the Grant
disbursement.

5.5, 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.

5.6. Commissions. Grantor is not responsible, by this Grant Agreement or otherwise, o pay commissions in relation
to this transaction.

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

6.1. Conprrion of TITLE. Grantor shall cause Escrow Agent to issue to Grantee (with a copy to Grantor) the
Preliminary Report, together with copies of all documents relating to title exceptions referred to in the Preliminary Report.
At Close of Escrow, Grantor’s Regulatory Agreement shall be a valid lien against the Property securing the Grant and
subject to no exceptions to title (of record or off record) other than the exceptions listed in the “Conditions of Title” in the
Escrow Instructions.

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

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

7. CONDITIONS PRECEDENT TO GRANT DISBURSEMENT. The obligation of Grantor to make any disbursements
under this Grant Agreement shall be subject to the following conditions precedent:

7.1. The representations and warranties in the Grant Documents are correct as of the date of the requested
disbursement.
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7.2, Grantee has submitted to Grantor all documents, records, statements, certificates, reports, and other materials and
information then required to be submitted to Grantor for approval under this Grant Agreement.

7.3. All conditions to Close of Escrow have been satisfied in accordance with the Grant Agreement.
7.4, Grantor has provided proof of all insurance required by the Grant Documents.

7.5 To the best of Grantee's knowledge, the use and occupancy of the Property comply in full with all Governmental
Reguirements.

8. MAKING DISBURSEMENT. Grantor shall deposit the Grant Amount into escrow at least two (2) business days prior
to the actual date for close of the Escrow, subject to fulfillment of the stated conditions precedent..

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

10. EVENTS OF DEFAULT. At the option of Grantor, each of the following events will constitute an “Event of Default™,
subject to applicable cure rights, if any:

10.1.1.  Default under the Regulatory Agreement.
10.1.2.  Grantee's failure to comply with any Governmental Requirements.

10.1.3.  Grantee's failure to keep in full force any permit, license, consent, or approval with respect to the
Project.

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

10.1.5. Making of any unauthorized payment from Grant Proceeds or other funds of Grantor.
11. REMEDIES

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

11.1.2.  Declare the repayment of the Grant immediately due.

11.1.3, Make disbursement after the happening of any one or more of the Events of Default, without waiving its
right to demand repayment of the Grant and all other sums that may then be owing to Grantor or any other rights or
remedies, repardless of Grantor’s previous exercise of any rights and remedies.

11.1.4. Proceed as authorized at law or in equity with respect to the Event of Default, and in connection with
that, remain entitled to exercise all other rights and remedies described in this Grant Agreement or the Regulatory

Agreement.

11.1.5. Recover its funds expended in exercising or enforcing any of its rights or remedies under any of the Grant
Documents, together with interest at the maximum amount allowed by law from the date the funds were spent until repaid.
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11.2. RIGHTS CUMULATIVE, NO WAIVER. All of Grantor's rights and remedies provided in this Grant Agreement or in
any of the other Grant Documents are cumulative and may be exercised by Grantor at any time. Grantor's exercise of any
right or remedy will not constitute a cure of any Event of Default unless all sums then due to Grantor under the Grant
Documents are repaid and Grantee has cured all other Events of Default. No waiver will be implied from Grantor's failure
to take, or delay in taking, any action concerning any Event of Default or from any previous waiver of any similar or
unrelated Event of Default. Any waiver under any of the Grant Documents must be in writing and will be limited to its
specific terms.

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

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

12, MISCELLANEOUS

12.1. NATURE OF REPRESENTATIONS AND WARRANTIES, Grantee certifies to Grantor that all representations and
warranties made in this Grant Agreement and all other Grant Documents are true and correct in ail 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 of Grantee's obligations have not been satisfied or the Grant or any part of it remains outstanding,
and for any applicable statute of limitations period. Each request by Grantee for a disbursement will constitute an
affirmation that all representations and warranties remain true and correct as of the date of that request. Each representation
and warranty made in this Grant Agreement, in any other Grant Documents, and in any other document delivered to
Grantor by Grantee, will be deemed to have been relied on by Grantor, regardiess of any investigation, inspection, or
inquiry made by Grantor or any related disbursement made by Grantor. The representations and warranties that are made to
the best knowledge of Grantee have been made after diligent inquiry calculated to ascertain the truth and accuracy of the
subject matter of each representation and warranty.

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

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

12.4. NoTicES. Grantee irrevocably appoints Grantor as its agent (the agency being coupled with an interest) to file for
record any notices of completion, cessation of labor, or any other notice that Grantor deems necessary or desirable to
protect its interests under this Grant Agreement or under the Grant Documents.

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

& 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 of business of the receiving
party and authorized to accept delivery for the receiving party, in which case notice shall be deemed delivered upon receipt,
or

12.4.2. Telecopy, if a copy of the notice is also sent the same day by United States Certified Mail, in which case
notice shall be deemed delivered one (1) business day afier transmittal by telecopier, provided that a transmission report is
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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 Grantee or Agency may respectively designate by
written notice to the other.

12.4.3. Notices, including requests for approval, requiring action in less than thirty (30) days may only be given
by the foregoing overnight courier or hand delivery method, and shall include the following language on its face:
“URGENT — TIME SENSITIVE — IMMEDIATE ACTION REQUIRED” and marked for delivery to Portfolio
Management. Such notice shall include the time allowed under this Grant Agreement for action.

12.5. Acrions. Grantor will have the right to commence, appear in, or defend any action or proceeding purporting to
affect the rights, duties, or liabilities of the parties, or the disbursement of any funds under this Grant Agreement. In
connection with that, Grantor may incur and pay costs and expenses, including, without limitation, reasonable attorney fees.
Grantee agrees to pay 1o Grantor on demand all these expenses. This Section does not apply to actions or proceedings
between the parties.

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

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

128, CONTROLLING LAWw; VENUE. The Grant 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

12.9. CONSENTS AND APPROVALS. All consents and approvals by Grantor required or permitted by any provision of
this Grant Agreement will be in writing. Grantor's consent to or approval of any act by Grantee 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.

12.10. SURVIVAL OF WARRANTIES AND COVENANTS. The warranties, representations, conditions, covenants,
and agreements in this Grant Agreement and in the other Grant Documents will survive the making of the Grant and the
execution and delivery of the Note and will continue in full force. Nothing in this Section is intended to limit any other
provision of the Grant Documents that by their stated terms survive the repayment of the Indebtedness or the termination of
any Grant Document.

12.11. AMENDMENT. The Grant 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.

12,12, TERMINATION. Except as otherwise provided in the Grant, all rights and obligations under this Grant
Agreement will terminate except as to any accrued obligations effective on Satisfaction of Condition.

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

12.14. SEVERABILITY. Ifany 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.

12.15. carrions. All Article and Section headings in the Grant Documents are inserted for convenience of
reference only and do not constitute a part of the Grant Documents for any other purpose.
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12.16 INDEMNITY. Grantee aprees to defend, indemnify, and hold Grantor harmless from all losses, damages,
liabilities, claims, actions, judgments, costs, and reasonable attorney fees that Grantor may reasonably incur as a direct or
indirect consequence of the making of the Grant, Grantee's failure to perform any obligations as and when required by this
Grant Agreement or any of the other Grant Documents, the failure at any time of any of Grantee's representations or
warranties to be true and correct, or any act or omission by Grantee, any contractor, subcontractor, engineer, architect, or
other Person with respect to the Property, the Project, or any portion of them. .

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

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

12.19. NUMBER, IDENTITY AND GENDER. When the context and construction so require, all words used in the
singular 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.

THE PARTIES HAVE EXECUTED THES GRANY AGREEMENY in Sacramento, California as of the Effective Date.

GRANTEE : GRANTOR:
TRINITY HOUSING FOUNDATION REDEVELOPMENT AGENCY OF THE CITY OF
SACRAMENTO
By:
Bill Leone By:
Executive Director Anne M. Moore, Execuiive Director
Date; Date:
Approved as to form: Approved as to form:
Grantee Counsel Grantor Counsel

Page 8

46






