DEVELOPMENT AND LOAN AGREEMENT
(El Dorado II)

THIS DEVELOPMENT AND LOAN AGREEMENT (“Agreement™) is dated as of the
9" day of December, 2014, by and between the City of San Marcos (“City””) and El Dorado II,
LP, a California limited partnership (“Developer”).

RECITALS

A The Developer and the Redevelopment Agency of the City of San Marcos entered
into that certain Owner Participation Agreement (E1 Dorado II) dated April 8, 2009 (as amended
by (i) that certain Agreement Regarding Acquisition of Additional Property and Amendment to
Owner Participation Agreement, dated July 29, 2009; (ii) that certain Agreement Regarding
Acquisition of Additional Property and Second Amendment to Owner Participation Agreement,
dated October 27, 2009; (jiii) that certain Agreement Regarding Acquisition of Additional
Property and Third Amendment to Owner Participation Agreement, dated October 1, 2010, (iv)
that certain Agreement Regarding Acquisition of Additional Property and Fourth Amendment to
Owner Participation Agreement, dated March 8, 2011; (v) that certain Agreement Regarding
Acquisition of Additional Property and Fifth Amendment to Owner Participation Agreement,
dated March 15, 2012; (vi) that certain Sixth Amendment to Owner Participation Agreement,
dated November 14, 2014; and (vii) that certain Seventh Amendment to Owner Participation
Agreement, dated December 9, 2014, the “OPA™).

B. The City of San Marcos in its capacity as the successor housing agency to the
former Redevelopment Agency of the City of San Marcos (“SHA™), by City of San Marcos
Resolution No. 2012-7607, elected to retain the housing assets of and functions previously
performed by the Redevelopment Agency of the City of San Marcos pursuant to California
Health and Safety Code Section 34176, and thereby, by operation of law, the SHA assumed the
rights and obligations of the Redevelopment Agency of the City of San Marcos with respect to
the OPA. As part of the redevelopment agency dissolution process, the SHA submitted the
Housing Asset List to the State Department of Finance (“DOF”). The Housing Asset List
included the loans made by the former Redevelopment Agency of the City of San Marcos to the
Developer for acquisition of real property as set forth in the OPA. The DOF approved the El
Dorado II properties and loans as housing assets of the SHA.

C. The primary purpose of the OPA is the construction of a mixed-use {commercial
and residential) development on the Site. In the event of any conflict between any term or
condition of the OPA and any term or condition of this Agreement, the term of this Agreement
shall control. The Site is comprised of real property which is currently owned by the Developer
(“Developer Property”), Orange Housing Development Corporation, a California nonprofit
public benefit corporation and an affiliate of the Developer (“OHDC Property”) and real property
which is currently owned by the City (“City Property™).



D. The City desires to assist the Developer and the SHA with development of the
Site. In furtherance of that objective, the City and Developer desire by this Agreement: (i) for the
City to agree to sell the City Property to the Developer; (ii} notwithstanding anything to the
contrary set forth in the OPA, for the Developer to agree to construct a 2-phase, mixed use
(commercial and residential) development on the Site that shall include, the “Affordable Units,”
the “Commercial Component” (as such terms are defined below) and certain on and off-site
improvements; and (iii) for the Developer to grant options to the City to acquire the Affordable
Units (but not the Commercial Component). All development of the Site shall be subject to the
review and approval of the City. This Agreement does not amend the OPA.

E. Developer’s construction of the Improvements on the Site pursuant to the terms of
this Agreement, is in the vital and best interest of the City and the health, safety, morals and
welfare of its residents, and in accord with the public purposes and provisions of applicable state
and local laws and requirements under which the Project has been undertaken. The Property,
including without limitation the Affordable Units and the managers’ units, shall be smoke-free.

F. The qualifications and identity of Developer, and its principals, are of particular
concern to the community and City. Developer further recognizes that it is because of such
qualifications and identity that City is entering into the Agreement with Developer. No voluntary
or involuntary successor in interest of Developer shall acquire any rights or powers under this
Agreement except as expressly set forth herein.

NOW, THEREFORE, for good and valuable consideration, the receipt of which is hereby
acknowledged, the City and Developer hereby agree as follows:

100. Definitions.

“Affordable Units” shall mean the aggregate of one hundred eighteen (118) smoke-free
rental dwelling units to be constructed on the Site by Developer, whose rent and occupancy are
restricted to Low Income Households pursuant to the Declarations. In addition, there will be one
(1) manager’s unit constructed in each of Phase 1 and Phase 2. Seventy-five (75) Affordable
Units (plus one manager’s unit) shall be constructed on Phase 1 and forty-three (43) Affordable
Units (plus one manager’s unit) shall be constructed on Phase 2, with any changes in such
bedroom counts being subject to the approval of the City Manager.

“Agreement” means this Development and Loan Agreement between City and Developer.

“Area Median Income” shall mean the area median income defined by the Department of
Housing and Urban Development (HUD), as adjusted in order to comply with the California
Community Redevelopment Law (Health & Safety Code Section 33000, et seq.) and published
by the Califomia Tax Credit Allocation Committee (TCAC), as the then current area median
income for the San Diego-Carlsbad-San Marcos Metropolitan Statistical Area, established
periodically by HUD and published in the Federal Register, as adjusted for family size. In the
event HUD and/or TCAC ceases to publish an established area median income as aforesaid, City



may, in its sole discretion, use any other reasonably comparable method of computing area
median income.

“City” means the City of San Marcos, a California municipal corporation.
“City Loan” means collectively, the City Loan for Phase 1 and the City Loan for Phase 2.

“City Loan for Phase 1” and “City Loan for Phase 2” mean, as applicable the loans
evidenced by the Developer Note for Phase 1 and the Developer Note for Phase 2. At the
Closing for Phase 1, the Developer and/or the Phase 1 Limited Partnership shall acquire all of the
City Property from the City. Thereafter, but not later than the Closing for Phase 2, the Phase 2
Limited Partnership shall acquire from the Developer or the Phase 1 Limited Partnership, as
applicable, the portion of the Site upon which Phase 2 will be constructed. The amount of the
City Loan for Phase 1 shall be $160,000.00 and the City Loan for Phase 2 shall be
$1,810,000.00, such that the aggregate original principal balances of the City Loan for Phase 1,
plus the City Loan for Phase 2, shall equal the total Purchase Price for the City Property.

“City Property” means the real property described on Exhibit A-3.

“City Title Policy” means each of the two (2) American Land Title Association lender’s
policies (one for Phase 1 and another for Phase 2) issued to the City, with endorsements
satisfactory to City, both to be issued at the Closing for Phase 1: (i) one in the amount of the City
Loan for Phase 1, insuring that title to Phase 1 is vested in Developer (or the Phase 1 Limited
Partnership) and that the Developer Deed of Trust for Phase 1 is an encumbrance against the Site
that is subject and subordinate only to exceptions to coverage that are acceptable to the City; and
(ii) another in the amount of the City Loan for Phase 2, insuring that title to Phase 2 is vested in
Developer (or the Phase 2 Limited Partnership) and that the Developer Deed of Trust for Phase 2
is an encumbrance against the Site that is subject and subordinate only to exceptions to coverage
that are acceptable to the City.

“CFD’s” means any and all community facility district fees applicable to the Site,
including without limitation, CFD 98-01 Police only, CFD 98-02 Lighting, Landscaping, Traffic,
CFD 2001-01 Fire/Paramedic and CFD 2011-01 Congestion Management. The Developer shall
pay any and all applicable CFD’s. Furthermore, the Site shall be subject to the annexation to the
City’s Community Facility Districts which shall include the formation a Special Improvement
Area (“SIA”) within Community Facilities District No. 98-02 (Lighting, Landscaping, Open
Space and Preserve Maintenance) (“New CFD”). The Developer shall pay any special
assessment of the City’s CFD’s including assessments within the New CFD and the SIA created
by the development or as modified by this Agreement. The New CFD shall include an
annexation fee of $3,000.00. The New CFD and SIA shall not exceed $409.39 per unit per year
with an annual increase not to exceed the percentage in the increase in the Consumer Price Index
for All Urban Consumers (CPI-U), San Diego, using the calendar year in which the first New
CFD payment is paid as the CPI-U base year; the foregoing limitations on the amount and
amount of increases shall apply only to the New CFD and SIA and shall not apply to any other
CFD’s.



“Closing” means with respect to each of Phase 1 and Phase 2, the close of Escrow for the
financing for construction of the Improvements for Phase 1 or Phase 2, as applicable. It is the
intent of the Developer and City, that the Developer will assign its rights in this Agreement to
two (2) limited partnerships, one which will develop Phase 1 and another which will develop
Phase 2, as set forth in Section 603.2(b), below. At the Closing for Phase 1, the Phase 1 Limited
Partnership shall acquire all of the Developer Property from the Developer, the OHDC Property
from OHDC, and all of the City Property from the City. Thereafter, but not later than the Closing
for Phase 2, the Phase 2 Limited Partnership shall acquire from the Phase 1 Limited Partnership
the portion of the Site upon which Phase 2 will be constructed.

“Closing Deadline for Phase 1” means at a date mutually agreed to by the City and the
Developer, but no later than July 1, 2018, subject to an automatic extension to the date 180 days
after the next 9% low income housing tax credit round award date for each tax credit application
that the City requests the Developer delay submitting, with the extension date to be confirmed in
writing by the Developer to the City, and also subject to other extensions in writing signed by the
City Manager and the Developer.

“Closing Deadline for Phase 2” means at a date mutually agreed to by the City and the
Developer, but no later than July 1, 2020, subject to an automatic extension to the date 180 days
after the next 9% low income housing tax credit round award date for each tax credit application
that the City requests the Developer delay submitting, with the extension date to be confirmed in
writing by the Developer to the City, and also subject to other extensions in writing signed by the
City Manager and the Developer,

“Commercial Component” means the retail component of the Site totaling approximately
7000 square feet, to be designed by Developer and constructed on the Site, as part of the
Improvements, pursuant to Section 301.2 hereof. All of the Commercial Component shall be
constructed on Phase 2.

“Concept Drawings” means the plans and drawings to be submitted and approved by
City, as set forth in Section 302.1 hereof.

“Construction Deed of Trust” means the deed of trust recorded against Phase 1 or Phase
2, as applicable, for purposes of obtaining construction financing for the Improvements with
respect to Phase 1 or Phase 2, as applicable.

“Construction Drawings™ means the plans and drawings to be submitted and approved by
City, as set forth in Section 302.3 hereof.

“Construction Lender” means the beneficiary under a Construction Deed of Trust.
“Declaration” means each of the two (2) declarations of covenants, conditions and

restrictions (one for Phase 1 and another for Phase 2), in forms agreed to by the Developer and
City, to be executed by Developer {or the limited partnership which will develop the applicable
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phase} in favor of the City and recorded against Phase 1 or Phase 2, as applicable, at the Closings
for each of Phase 1 and Phase 2, senior to all monetary encumbrances and liens on the Site,
except to the extent subordination is requested by a Construction Lender or Permanent Lender for
either Phase 1 or Phase 2, as applicable. Each Declaration shall require Developer to pay the
quality assurance fees and annual monitoring fees imposed by the City. Each Declaration shall
provide that: (a) households which are displaced from their primary residence as a result of an
action of the City or the SHA; (b) honorably discharged veterans of the U.S. armed forces,
especially combat disabled veterans; (c) households with at least one member who resides within
the City, as that person’s primary place of residence; and (d) households with at least one
member who works or has been hired to work within the City, as that person’s principal place of
full-time employment or is expected to work within the City as a result of a bona fide offer of
employment within the City, shall be given priority when potential tenants are selected for the
Affordable Units, to the maximum extent allowed by law. In addition, at the Closing for Phase
1, the SHA and Developer shall release as to the Phase 1 property: (1) that certain Declaration of
Covenants, Conditions and Restrictions (Tenant Restrictions) made by OHDC in favor of the
former Redevelopment Agency of the City of San Marcos, recorded in the Office of the Recorder
of the County of San Diego on December 17, 1996, as Document 1996-0630114; and (2) that
certain Agreement Affecting Real Property recorded in the Office of the Recorder of the County
of San Diego on April 9, 2009, as Document 2009-0181877, as amended by: (i) that certain
Amendment to Agreement Affecting Real Property, dated July 29, 2009; (ii) that certain Second
Amendment to Agreement Affecting Real Property, dated October 27, 2009; (iii) that certain
Third Amendment to Agreement Affecting Real Property, dated October 1, 2010; (iv) that certain
Fourth Amendment to Agreement Affecting Real Property, dated March 15, 2012; (v) that
certain Fifth Amendment to Agreement Affecting Real Property, dated April 2, 2012; and (vi)
that certain Sixth Amendment to Agreement Affecting Real Property, dated January 28, 2013
(collectively, the “Original Declarations™). At the Closing for Phase 2, the SHA and Developer
shall cancel and terminate the Original Declarations. At the Closings for Phase 1 and Phase 2,
the Developer (or the limited partnership which will develop the applicable phase) shall execute
declarations of covenants, conditions and restrictions (one for Phase 1 and another for Phase 2),
in forms agreed to by the Developer and SHA, in favor of the SHA and recorded against Phase 1
or Phase 2, as applicable.

“Default” means the failure of a party to perform any action or covenant required by this
Agreement within the time periods provided herein following notice and opportunity to cure, as
set forth in Section 501 hereof.

“Developer” means El Dorado I, LP, a California limited partnership, Phase 1 Limited
Partnership or the Phase 2 Limited Partnership, as applicable. Where the term Developer is used
herein, such term shall include any permitted nominee, assignee or successor in interest as herein
provided.

“Developer Deed of Trust” means each of the two (2) deeds of trust (one for Phase 1 and
another for Phase 2), in forms agreed to by the Developer and City, which shall secure the
Developer Notes for Phase 1 and Phase 2, to be executed by Developer (or the limited
partnership which will develop the applicable phase) and recorded as an encumbrance against



Phase 1 or Phase 2, as applicable, at the Closing for Phase 1. Provided all conditions of this
Agreement are satisfied by the Closing Deadline for Phase 1 or the Closing Deadline for Phase 2,
as applicable, each Developer Deed of Trust may be subordinated to the Construction Deed of
Trust and Permanent Deed of Trust. Any such subordination shail be in a form acceptable to the
City in its reasonable discretion. In addition, at the Closing for Phase 1, the SHA and Developer
shall fully reconvey: (1) that certain deed of trust made by OHDC in favor of the former San
Marcos Redevelopment Agency, recorded in the Office of the Recorder of the County of San
Diego on December 17, 1996, as Document 1996-0630115; (2) that certain deed of trust made by
OHDC in favor of the former Redevelopment Agency of the City of San Marcos, recorded in the
Office of the Recorder of the County of San Diego on December 17, 1996, as Document 1996-
0630116; and (3) that certain that certain Deed of Trust (El Dorado II), dated April 8, 2009, and
recorded in the Office of the Recorder of the County of San Diego on April 9, 2009, as
Document 2009-0181879, as amended by: (i) that certain Amendment to Deed of Trust, dated
July 29, 2009; (ii) that certain Second Amendment to Deed of Trust, dated October 27, 2009; (iii)
that certain Third Amendment to Deed of Trust, dated October 1, 2010; (iv) that certain Fourth
Amendment to Deed of Trust, dated March 15, 2012; (v) that certain Fifth Amendment to, and
Partial Reconveyance of, Deed of Trust, dated April 2, 2012; (vi) that certain Sixth Amendment
to Deed of Trust, dated January 28, 2013; and (vii) that certain Seventh Amendment to Deed of
Trust, dated December 9, 2014. At the Closing for Phase 1, the Developer (or the limited
partnership which will develop the applicable phase) shall execute deeds of trust (one for Phase 1
and another for Phase 2), in forms agreed to by the Developer and SHA, in favor of the SHA and
recorded against the Phase 1 property or Phase 2 property, as applicable.

“Developer Note” means each of the two (2) promissory notes (one for Phase 1 and
another for Phase 2), in forms agreed to by the Developer and City, to be executed by Developer
(or the limited partnership which will develop the applicable phase) at the Closing for Phase 1.
The Developer Note for Phase 1 shall have as original principal amount equal to the amount of
the City Loan for Phase 1 and the Developer Note for Phase 2 shall have as original principal
amount equal to the amount of the City Loan for Phase 2. In addition, at the Closing for Phase 1,
the SHA and Developer shall cancel and terminate: (1) that certain Agency First Note Secured by
Deed of Trust made by OHDC in favor of the former Redevelopment Agency of the City of San
Marcos, dated December 16, 1996, in the original principal amount of $160,000.00; (2) that
certain Agency Second Note Secured by Deed of Trust made by OHDC in favor of the former
Redevelopment Agency of the City of San Marcos, dated December 16, 1996, in the original
principal amount of $592,881.00; and (3) that certain Promissory Note (El Dorado II) dated April
8, 2009, as amended by: (i) that certain Amendment to Promissory Note, dated July 29, 2009, (ii)
that certain Second Amendment to Promissory Note, dated October 27, 2009; (iii) that certain
Third Amendment to Promissory Note, dated October 1, 2010; (iv) that certain Fourth
Amendment to Promissory Note, dated March 15, 2012; and (v) that certain Fifth Amendment to
Promissory Note, dated December 9, 2014, in the principal amount of $10,424,018.00, originally
executed by Developer in favor of the Redevelopment Agency of the City of San Marcos, but
assumed by the SHA by operation of law as set forth in Recital B, above. At the Closing for
Phase 1, the Developer (or the limited partnership which will develop the applicable phase) shall
execute promissory notes (one for Phase 1 and another for Phase 2), in forms agreed to by the
Developer and SHA, in favor of the SHA.



“Developer Property” means the real property described on Exhibit A-1.

“Developer Title Policy” means an American Land Title Association owner’s policy
issued to the Developer, with endorsements satisfactory to Developer in the amount of the
Purchase Price, insuring that title to the City Property is vested in Developer subject only to
exceptions to coverage that are acceptable to the Developer.

“Eligible Tenants” shall mean those persons defined as “Eligible Tenants” in the
Declaration.

“Environmental Indemnity” means each of the two (2) unsecured environmental
indemnity agreements (one for Phase 1 and another for Phase 2), in forms agreed to by the
Developer and City, to be executed by Developer (or the limited partnership which will develop
the applicable phase) and City at the Closing for Phase 1. In addition, at the Closing for Phase 1,
the SHA and Developer shall cancel and terminate: (1) that certain unsecured environmental
indemnity agreement by and between the OHDC and the former Redevelopment Agency of the
City of San Marcos, dated as of December 16, 1996; and (2) that certain that certain Unsecured
Environmental Indemnity Agreement dated April 8, 2009, as amended by (i) that certain
Amendment to Unsecured Environmental Indemnity Agreement, dated July 29, 2009; (ii) that
certain Second Amendment to Unsecured Environmental Indemnity Agreement, dated October
27, 2009; (iii} that certain Third Amendment to Unsecured Environmental Indemnity Agreement,
dated October 1, 2010; (iv) Fourth Amendment to Unsecured Environmental Indemnity
Agreement, dated March 15, 2012; and (v) Fifth Amendment to Unsecured Environmental
Indemnity Agreement, dated December 9, 2014. At the Closing for Phase 1, the Developer (or
the limited partnership which will develop the applicable phase) and SHA shall execute
unsecured environmental indemnity agreements (one for Phase 1 and another for Phase 2), in
forms agreed to by the Developer and SHA.

“Environmental Laws” means any federal, state or local law, statute, ordinance or
regulation pertaining to environmental regulation, contamination or cleanup of any Hazardous
Materials, including, without limitation, (i) the California Hazardous Waste Control Act
(California Health and Safety Code §25100 ef seq.), (ii) the Carpenter-Presley-Tanner Hazardous
Substance Account Act (California Health and Safety Code §25300 et seq.), (iii) the Hazardous
Materials Release Response Plans and Inventory (California Health and Safety Code §25500 et
seq.), (tv) Underground Storage of Hazardous Substances (California Health and Safety Code,
§25280 et seq.), (v) Article 9 or Article 11 of Title 22 of the California Administrative Code,
Division 4, Chapter 20, (vi) the Safe Drinking Water and Toxic Enforcement Act (California
Health and Safety Code, §25249 et seq.), (vii) the Porter-Cologne Water Quality Control Act
(California Water Code, §13000 e seq.), (viii) the Federal Water Pollution Control Act (33
US.C. §1271 et seq.), (ix) the Resource Conservation and Recovery Act (42 U.S.C. §6901 et
seq.), (x) the Comprehensive Environmental Response, Compensation and Liability Act (42
US.C. §9601 er seq.), (xi) the Safe Drinking Water Act (14 U.S.C. §300f et seq.), (xii) the
Hazardous Materials Transportation Act (49 U.S.C. §5101 ef seq.), (xiii) the Toxic Substances
Control Act (15 U.S.C. §2601 et seq.), (xiv) the Federal Insecticide, Fungicide and Rodenticide



Act (7 U.S.C. §136, ef seq.), (xv) the Clean Air Act, 42 U.S.C. (§7401 et seq.) or (xvi) any state
or federal lien or “superlien” law, any environmental cleanup statute or regulation, or any permit,
approval, authorization, license, variance or permission required by any governmental authority
having jurisdiction.

“Escrow” is defined in Section 202 hereof.
“Escrow Agent” means the escrow company agreed to by the Developer and City.

“Escrow Instructions” shall mean each of the two (2) escrow instructions (one for Phase 1
and another for Phase 2), in forms agreed to by the Developer and City, to be executed by
Developer (or the limited partnership which will develop the applicable phase) and City at the
Closing for each of Phase 1, as set forth in Section 202 hereof.

“Governmental Requirements” means all laws, ordinances, statutes, codes, rules,
regulations, orders and decrees of the United States, the state, the county, the City, or any other
political subdivision in which the Site is located, and of any other political subdivision, agency or
instrumentality exercising jurisdiction over City, Developer or the Site.

“Grant Deed” means a duly executed and acknowledged grant deed, in a form mutually
acceptable to the City and Developer in each of their reasonable discretions, conveying fee
simple title to the City Property from the City to the Developer.

“Gross Income” shall mean the gross income of the Developer from all components of
Phase 1 or Phase 2, as applicable, any other income to Developer derived from the ownership,
operation and management of Phase 1 or Phase 2, as applicable, releases of funds from any
operating reserve, and the proceeds of any sale, financing or refinancing of all or any portion of
Phase 1 or Phase 2, as applicable, or the sale, transfer or conveyance of Developer, including
without limitation, the sale, transfer or conveyance of any interest in Developer (provided that an
equity investment from investor approved by the City pursuant to agreement shall not be Gross
Income). Provided however that Gross Income shall not include (i) insurance proceeds or
condemnation proceeds; (ii) security deposits or other tenant deposits; or (iii) interest earned on
project reserves. Interest earned (if any) on project reserves shall accrue to the applicable project
reserve account and shall only be used for the purpose for which the reserve was established.

“Hazardous Materials” means:

(a) Those substances included within the definitions of “hazardous
substance,” “hazardous waste,” “hazardous material,” “toxic substance,” “solid waste,”
“pollutant” or “contaminant” in the Comprehensive Environmental Response, Compensation and
Liability Act of 1980 (42 U.S.C. §9601 et seq.); the Resource Conservation and Recovery Act
(42 U.S.C. §6901 et seq.); the Clean Water Act (33 U.S.C. §2601 ef seq.); the Toxic Substances
Control Act (15 U.S.C. §9601 et seq.); the Hazardous Materials Transportation Act (49 U.S.C.
§1801 et seq.); or under any other Environmental Laws;



b Those substances included within the definitions of “Extremely Hazardous
Waste,” “Hazardous Waste,” or “Restricted Hazardous Waste,” under §§25115, 25117 or
25122.7 of the California Health and Safety Code, or is listed or identified pursuant to §§25140
or 44321 of the California Health and Safety Code;

(c) Those substances included within the definitions of “Hazardous Material”,
“Hazardous Substance”, “Hazardous Waste”, “Toxic Air Contaminant”, or “Medical Waste”
under §§25281, 25316, 25501, 25501.1, 25023.2 or 39655 of the California Health and Safety
Code;

(d) Those substances included within the definitions of “Qil” or a “Hazardous
Substance™ listed or identified pursuant to §311 of the Federal Water Poliution Control Act, 33
U.8.C. §1321, as well as any other hydrocarbonic substance or by-product;

(e) Those substances included within the definitions of “Hazardous Waste,”
“Extremely Hazardous Waste,” or an “Acutely Hazardous Waste” pursuant to Chapter 11 of Title
22 of the California Code of Regulations;

® Those substances listed by the State of California as a chemical known by
the State to cause cancer or reproductive toxicity pursuant to §25249.9(a) of the California
Health and Safety Code;

(g) Those substances or defined as a “Hazardous Waste,” Extremely
Hazardous Waste,” or an “Acutely Hazardous Waste” pursuant to Chapter 11 of Title 22 of the
California Code of Regulations;

(h)  Any material which due to its characteristics or interaction with one or
more other substances, chemical compounds, or mixtures, damages or threatens to damage,
health, safety, or the environment, or is required by any law or public agency to be remediated,
including remediation which such law or public agency requires in order for the Site to be put to
any lawful purpose;

(1) Any material whose presence would require remediation pursuant to the
guidelines set forth in the State of California Leaking Underground Fuel Tank Field Manual,
whether or not the presence of such material resulted from a leaking underground fuel tank;

)] Pesticides regulated under the Federal Imsecticide, Fungicide and
Rodenticide Act, 7 U.S.C. §136 ef seq.;

(k) Asbestos, PCBs, and other substances regulated under the Toxic
Substances Control Act, 15 U.S.C. §2601 et seq.;

(N Any radioactive material including, without limitation, any “source
material,” “special nuclear material,” “by-product material,” “low-level wastes,” “high-level
radioactive waste,” “spent nuclear fuel” or “transuranic waste,” and any other radioactive



materials or radioactive wastes, however produced, regulated under the Atomic Energy Act, 42
U.S.C. §§2011 et seq., the Nuclear Waste Policy Act, 42 U.S.C. §§10101 et seq., or pursuant to
the California Radiation Control Law, California Health and Safety Code §§25800 et seq.;

(m)  Any material regulated under the Occupational Safety and Health Act, 29
U.S.C. §§651 et seq., or the California Occupational Safety and Health Act, California Labor
Code §§6300 et seq.;

(n)  Any material regulated under the Clean Air Act, 42 U.S.C. §§7401 et segq.
or pursuant to Division 26 of the California Health and Safety Code;

(0) Those substances listed in the United States Department of Transportation
Table (49 CFR Part 172.101), or by the Environmental Protection Agency, or any successor
agency, as hazardous substances (40 CFR Part 302);

(p)  Other substances, materials, and wastes that are or become regulated or
classified as hazardous or toxic under federal, state or local laws or regulations; and

(@9  Anymaterial, waste or substance that is:

(1) a petroleum or refined petroleum product;

(ii)  asbestos;

(iii)  polychlorinated biphenyl;

(iv)  designated as a hazardous substance pursuant to 33 U.S.C. §1321
or listed pursuant to 33 U.S.C. §1317;

W) a flammable explosive; or

(vi)  aradioactive material.

Notwithstanding the foregoing, “Hazardous Materials” shall not include such products in
quantities as are customarily used in the construction, maintenance, rehabilitation or management
of residential or commercial developments or associated buildings and grounds, or typically used
in residential or commercial activities in a manner typical of other comparable developments, or
substances commonly ingested by a significant population living within the Project, including
without limitation alcohol, aspirin, tobacco and saccharine.

“Improvements” means the new improvements to be constructed by Developer upon
Phase 1 or Phase 2, as applicable, which shall include the smoke-free Affordable Units,
Commercial Component and certain on and off-site improvements. Developer shall obtain all
approvals and permits required for completion of the Improvements, all subject to the review and
approval of the City in its sole discretion.

“Low Income Household” means persons and families whose income does not exceed
sixty percent (60%) of the then current Area Median Income.
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“Memorandum of Option” means each of the two (2) memoranda of option {one for
Phase 1 and another for Phase 2), in forms agreed to by the Developer and City, to be executed
by Developer (or the limited partnership which will develop the applicable phase) and the City
and recorded as an encumbrance against Phase 1 or Phase 2, as applicable, at the Closing for
Phase 1. In addition, at the Closing for Phase 1, the SHA and Developer shall cancel and
terminate (1) that certain Memorandum of Option Agreement Purchase executed by OHDC,
dated December 16, 1996 and recorded in the Office of the Recorder of the County of San Diego
on December 17, 1996, as Document 1996-0630117; and (2) that certain Memorandum of
Option Agreement and First Right of Refusal to Purchase Real Property Agreement recorded in
the Office of the Recorder of the County of San Diego on April 9, 2009, as Document 2009-
0181878, as amended by: (i) that certain Amendment to Memorandum of Option Agreement and
First Right of Refusal to Purchase Real Property Agreement, dated July 29, 2009; (ii) that certain
Second Amendment to Memorandum of Option Agreement and First Right of Refusal to
Purchase Real Property Agreement, dated October 27, 2009; (iii) that certain Third Amendment
to Memorandum of Option Agreement and First Right of Refusal to Purchase Real Property
Agreement, dated October 1, 2010; (iv) that certain Fourth Amendment to Memorandum of
Option Agreement and First Right of Refusal to Purchase Real Property Agreement, dated March
15, 2012; (v) that certain Fifth Amendment to Memorandum of Option Agreement and First
Right of Refusal to Purchase Real Property Agreement, dated April 2, 2012; and (vi) that certain
Sixth Amendment to Memorandum of Option Agreement and First Right of Refusal to Purchase
Real Property Agreement, dated January 28, 2013. At the Closing for Phase 1, the Developer (or
the limited partnership which will develop the applicable phase) and SHA shall execute
memoranda of option (one for Phase 1 and another for Phase 2), in forms agreed to by the
Developer and SHA.

“Notice” shall mean a notice in the form prescribed by Section 601 hereof.

“OHDC” means Orange Housing Development Corporation, a California nonprofit public
benefit corporation, an affiliate of the Developer.

“OHDC Property” means the real propetty described on Exhibit A-2.
“OPA?” is defined in Recital A.

“Operating Expenses” shall mean actual, reasonable and customary costs, fees and
expenses directly attributable to the operation, maintenance, taxes and management of all
residential components of Phase 1 or Phase 2, as applicable, to the extent reasonably approved by
the City in Developer’s annual operating budget, expressly including, but not limited to, the
following: CFD’s, required debt service payments on any loan permitted to be secured by Phase 1
or Phase 2, as applicable, that is senior to the Developer Deed of Trust; property and other taxes
and assessments imposed on the Improvements; premiums for property damage and liability
insurance; utility services not paid for directly by tenants, including water, sewer, trash
collection, gas, and electricity; maintenance and repair, including but not limited to pest control,
landscaping and grounds maintenance, painting and decorating, cleaning, common systems
repairs, general repairs, janitorial supplies; any anmual license or certificate of occupancy fees
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required for operation of the Improvements; general administrative expenses including but not
limited to advertising and marketing, security services and systems, professional fees for legal,
audit, accounting and tax returns; property management fees and reimbursements including on-
site manager expenses, not to exceed fees and reimbursements which are standard in the industry,
provided the same are paid pursuant to a management contract approved by the City; repayments
of operating deficit loans made by any of the Developer’s limited or general partners to the
Developer, credit adjusters as required under the applicable limited partnership agreement of the
Developer for the applicable Phase, cash deposited into reserves for capital replacements of the
Improvements in an amount not to exceed the higher of the amounts required by the beneficiary
of the Permanent Deed of Trust and the equity investor; cash deposited into an operating reserve
in an amount not to exceed the higher of the amounts required by the beneficiary of the
Permanent Deed of Trust and the equity investor; payments on any deferred developer fee, which
deferred developer fee shall be subject to the reasonable approval of the City; asset management
or partnership management fee and similar fees which fees shall be subject to the reasonable
approval of the City.

“Option Agreement” means each of the two (2) option agreements and first rights of
refusal to purchase real property agreements (one for Phase 1 and another for Phase 2), in forms
agreed to by the Developer and City, to be executed by Developer (or the limited partnership
which will develop the applicable phase) and City at the Closing for Phase 1. In addition, at the
Closing for Phase 1, the SHA and Developer shall cancel and terminate (1) that certain Option
for Purchase of Real Property executed by OHDC and the former Redevelopment Agency of the
City of San Marcos in December 1996; and (2) that certain Option Agreement and First Right of
Refusal to Purchase Real Property Agreement dated April 8, 2009, as amended by: (i) that certain
Amendment to Option Agreement and First Right of Refusal to Purchase Real Property
Agreement, dated July 29, 2009; (ii) that certain Second Amendment to Option Agreement and
First Right of Refusal to Purchase Real Property Agreement, dated October 27, 2009; (iii) that
certain Third Amendment to Option Agreement and First Right of Refusal to Purchase Real
Property Agreement, dated October 1, 2010; and (iv) that certain Fourth Amendment to Option
Agreement and First Right of Refusal to Purchase Real Property Agreement, dated March 15,
2012. At the Closing for Phase 1, the Developer (or the limited partnership which will develop
the applicable phase) and SHA shall execute option agreements and first rights of refusal to
purchase real property agreements (one for Phase 1 and another for Phase 2), in forms agreed to
by the Developer and SHA.

“Permanent Deed of Trust” means a deed of trust recorded against Phase 1 or Phase 2, as
applicable for purposes of permanently financing for the Phase 1 or Phase 2 Improvements.

“Phase 1” means the first phase of the 2-phase, mixed use {commercial and residential)

development which will be developed and constructed on a portion of the Site, which portion
shall be subject to the agreement of the Developer and the City Manager.

12



“Phase 1 Limited Partnership” means the limited partnership which will develop Phase 1.

“Phase 2” means the second phase of the 2-phase, mixed use (commercial and residential)
development which will be developed and constructed on a portion of the Site, which portion
shall be subject to the agreement of the Developer and the City Manager.

“Phase 2 Limited Partnership” means the limited partnership which will develop Phase 2.

“Project Proforma” means for Phase 1, the proforma attached hereto as Exhibit C and for
Phase 2, a proforma agreed upon by the Developer and the City. Developer represents and
warrants to City that as of the date of this Agreement, the amounts shown on the Project
Proforma are reasonably accurate and will be the amounts for which Developer is able to and
shall design and construct the Improvements in a workmanlike and defect-free manner in
accordance with the Scope of Development, if constructed in the near future.

“Purchase Price” means the price to be paid by Developer to the City in consideration for
the conveyance of fee title to the City Property (including the alleyway) from the City to
Developer, which is $1,970,000.00. The Purchase Price shall be the original principal amounts
of the Developer Note for Phase 1 and the Developer Note for Phase 2, as set forth in more detail
in the definitions of City Loan for Phase 1 and City Loan for Phase 2.

“Residual Receipts” shall mean Gross Income for Phase 1 or Phase 2, as applicable, less
Operating Expenses for Phase 1 or Phase 2, as applicable, calculated on a calendar year basis, as
provided in more detail in the Developer Note for Phase 1 and the Developer Note for Phase 2.
All calculations of Residual Receipts shall be subject to verification and approval by the City.

“Schedule of Performance” means a schedule of performance attached hereto as Exhibit
B. The Schedule of Performance is subject to revision from time to time as mutually agreed
upon in writing between Developer and the City Manager, and the City Manager is authorized to
make such revisions as he or she deems reasonably necessary.

“Scope of Development” means the scope of development for Phase 1 or Phase 2, as
applicable, approved by the City in its sole discretion pursuant to Section 301.2 which shall
include, without limitation, a description of the scope, amount and quality of Improvements for
Phase 1 or Phase 2, as applicable, to be constructed by Developer pursuant to the terms and
conditions of this Agreement and Developer’s agreement to design and construct the
Improvements to meet, and Developer’s agreement to operate the Site (after completion of the
Improvements) in a manner that meets the Leadership in Energy and Environmental Design
Silver Level standard of the U.S. Green Building Council.

“Security Agreement” means each of the two (2) security agreements {(one for Phase 1
and another for Phase 2), in forms agreed to by the Developer and City, to be executed by
Developer (or the limited partnership which will develop the applicable phase) and City at the
Closing for Phase 1. In addition, at the Closing for Phase 1, the SHA and Developer shall cancel
and terminate: (1) that certain security agreement by and between the OHDC and the former
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Redevelopment Agency of the City of San Marcos, dated as of December 16, 1996; and (2) that
certain Security Agreement dated April 8, 2009, as amended by: (i) that certain Amendment to
Security Agreement, dated July 29, 2009; (ii) that certain Second Amendment to Security
Agreement, dated October 27, 2009; (iii) that certain Third Amendment to Security Agreement,
dated October 1, 2010; (iv) that certain Fourth Amendment to Security Agreement, dated March
15, 2012; and (v) that certain Fifth Amendment to Security Agreement, dated December 9, 2014,
At the Closing for Phase 1, the Developer (or the limited partnership which will develop the
applicable phase) and SHA shall execute security agreements (one for Phase 1 and another for
Phase 2), in forms agreed to by the Developer and SHA.

“SHA” means the City of San Marcos in its capacity as the successor housing agency to
the former Redevelopment Agency of the City of San Marcos, and any assignee of or successor
to its rights, powers and responsibilities.

“Site” means collectively, the Developer Property, OHDC Property and the City Property.

“Title Company” means the title insurance company agreed to by the Developer and City.

200. Acquisition of the City Property by Developer.

201. Closings and Purchase Price. Subject to all of the terms and conditions of this
Agreement, the City shall sell the City Property to Developer, and Developer shall purchase the
City Property from the City for an amount equal to the Purchase Price (i.e., $1,970,000.00) at the
Closing for Phase 1. The Purchase Price shall not be paid in cash by the Developer to the City at
the Closing for Phase 1, but shall be paid via the Developer Notes. The original principal
amount of the City Loan shall be equal to the Purchase Price (i.e., $1,970,000.00) and shall be
allocated between Phase 1 and Phase 2 as set forth in the definitions of “City Loan for Phase 17
and “City Loan for Phase 2” set forth above.

202. Escrow. Prior to the Closing Deadline for Phase 1, Developer and the City shall
open an escrow (“Escrow”) with Escrow Agent to facilitate the Closing for Phase 1, conveyance
of the City Property and recordation of the Declarations and Deeds of Trust. The parties will
execute the Escrow Instructions prior to the Closing for Phase 1, which shall provide for the
order of recordation, distribution of original documents and other provisions customarily
contained in escrow instructions. Developer shall pay all fees, charges, and costs which arise
from Escrow, including without limitation the premiums for the Developer Title Policy, the City
Title Policy for Phase 1 and the City Title Policy for Phase 2, as well as all documentary transfer
taxes, if any, due with respect to Developer’s acquisition of the City Property and the OHDC
Property. Concurrently with or before the Closing for Phase 1, the Developer shall cause the Site
to be mapped in a manner that establishes Phase 1, Phase 2 and the Commercial Component as
separate legal parcels, provided, however, that in the event mapping the Site prior to the Closing
for Phase 1 in a manner that establishes Phase 1, Phase 2 and the Commercial Component as
separate legal parcels is not reasonably feasible, the City agrees to cooperate with the Developer
as reasonably necessary to find solutions to any issues that result from the inability to map the
Site prior to the Closing for Phase 1 in a manner that establishes Phase 1, Phase 2 and the
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Commercial Component as separate legal parcels. The City agrees to reasonably cooperate in
such mapping efforts solely in its capacity as the current owner of some of the property to be
mapped, provided, however, the execution of this Agreement does not commit the City’s
planning, engineering or public works departments to take any actions, nor does it constitute the
granting of or a commitment to grant any map approvals or any other discretionary land use
permits, entitlements or approvals.

203. Conditions to Closing.

203.1 Closing Conditions in Favor of the City. Prior to the Closing Deadline for
Phase 1 or the Closing Deadline for Phase 2, as applicable, the Developer shall satisfy each and
all of the conditions set forth in this Section 203.1, unless the City waived any such conditions on
or before the Closing Deadline for Phase 1 or the Closing Deadline for Phase 2, as applicable.
Any such waiver shall be effective only if the same is (i) expressly waived in writing signed by
the City or by email from the City, and (ii) delivered or emailed to the Developer and Escrow
Agent. In the event that one or more of the conditions set forth in this Section 203.1, are not
satisfied with respect to Phase 1 on or before the Closing Deadline for Phase 1, then the same
shall be a default by the Developer under this Agreement and the OPA and the Developer shall
immediately convey and deliver to the City: (a) all of the Developer Property; and (b) all work
product, plans specifications, contracts, reports, studies and surveys (“Work Product™).
Conveyance of the Developer Property and Work Product to the City will be deemed full
satisfaction of all obligations of the Developer hereunder, including without limitation, full
repayment of the Developer Note, and Developer shall have no remaining obligations under this
Agreement, the Developer Note, the Declaration, the Developer Deed of Trust, the Option
Agreement, the Memorandum of Option, the Security Agreement and the Environmental
Indemnity. In the event the Closing for Phase 1 has occurred, and then one or more of the
conditions set forth in this Section 203.1, are not satisfied by the Developer with respect to Phase
2 on or before the Closing Deadline for Phase 2, then the same shall be a default by the
Developer under this Agreement and the Developer Note for Phase 2 and the OPA and the
Developer shall immediately convey and deliver to the City: (1) all of the Developer Property;
and (2) the Work Product. Conveyance of the Developer Property and Work Product to the City
will be deemed full satisfaction of all obligations of the Developer hereunder, including without
limitation, full repayment of the Developer Note, and Developer shall have no remaining
obligations under this Agreement, the Developer Note, the Declaration, the Developer Deed of
Trust, the Option Agreement, the Memorandum of Option, the Security Agreement and the
Environmental Indemnity. The Developer acknowledges that events outside of the control of the
SHA and the City could prevent the SHA and the City from Closing. Therefore, notwithstanding
anything to the contrary contained herein, if prior to the Closing for Phase 1, the State of
California, County of San Diego, or the Oversight Board to the SHA determines that as a result
of ABlx 26, AB 1484 or any further legislation governing the elimination and wind up of
California redevelopment agencies and their assets, this Agreement or the OPA is not valid, that
the SHA could not legally fund the SHA Loan for Phase 1 and/or the SHA Loan for Phase 2 (as
such terms are defined in the OPA) using monies from the SHA’s Low and Moderate Income
Housing Asset Fund, or that the SHA Loan for Phase 1 and/or the SHA Loan for Phase 2 cannot
be made for any other reason, then the Developer shall immediately convey and deliver all Work
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Product to the City and this Agreement shall be rescinded and the SHA, City and Developer shall
have no further obligations hereunder, save for the Developer’s obligation to convey and deliver
all Work Product to the City. In the event the Closing for Phase 1 has occurred, and if prior to
the Closing for Phase 2, the State of California, County of San Diego, or the Oversight Board to
the SHA determines that as a result of AB1x 26, AB 1484 or any further legislation governing
the elimination and wind up of California redevelopment agencies and their assets, this
Agreement or the OPA is not valid, that the SHA could not legally fund the SHA Loan for Phase
2 using monies from the SHA’s Low and Moderate Income Housing Asset Fund, or that the SHA
Loan for Phase 2 cannot be made for any other reason, then the Developer shall immediately
convey and deliver all Work Product to the City and this Agreement shall be rescinded with
respect to Phase 2, only, and the SHA, City and Developer shall have no further obligations
hereunder, save for the Developer’s obligation to convey and deliver all Work Product to the
City. The SHA is an intended third-party beneficiary of this Section 203.1.

(a) TCAC Award. Developer shall have obtained an allocation or
reservation of 9% low income housing tax credits from the California Tax Credit
Allocation Committee for Phase 1 or Phase 2, as applicable, it being the agreement of
Developer and the City that Developer shall submit up to four (4) consecutive
applications with the California Tax Credit Allocation Committee for 9% low income
housing tax credits for each of Phase 1 and Phase 2. Notwithstanding the foregoing: (i)
the parties recognize the City may require the Developer to delay submitting an
application due to other competing projects, in such event the foregoing requirement that
the Developer submit consecutive applications with the California Tax Credit Allocation
Committee shall not apply with respect to such application round only, and the Developer
shall have an additional opportunity to make an application to the California Tax Credit
Allocation Committee for 9% low income housing tax credits each time the City requires
the Developer to delay submitting an application due to other competing projects; and (ii)
the parties agree that the Developer shall have the right to delay submitting an application
in the event that there is at least one (1) other competing project in the City of San
Marcos which is applying to the California Tax Credit Allocation Committee for 9% low
income housing tax credits in that round, in such event the foregoing requirement that the
Developer submit consecutive applications with the California Tax Credit Allocation
Committee shall not apply with respect to such application round only, and the Developer
shall have an additional opportunity to make an application to the California Tax Credit
Allocation Committee for 9% low income housing tax credits each time there is at least
one (1) other competing project in the City of San Marcos. In addition, the Developer
shall have the right to submit an application with the California Debt Limit Allocation
Committee for tax exempt bonds and the accompanying 4% low income housing tax
credits as an alternative financing strategy if deemed reasonably feasible by the Developer
and the City Manager. In connection with any allocation or reservation of 9% low
income housing tax credits or of tax-exempt bonds and 4% low income housing tax
credits for Phase 1 or Phase 2, as applicable, it is a requirement for application for such
allocation or reservation that the California Tax Credit Allocation Committee or the
California Debt Limit Allocation Committee, as applicable, shall have received such
evidence of a final and conclusive determination or communication that such
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determination is not necessary from the California Department of Finance under the
program regulations of the California Tax Credit Allocation Committee and the
California Debt Limit Allocation Committee, as applicable. The City agrees to cooperate
in timely applying for and pursuing such approvals or determinations, in a commercial
reasonable manner, or such other similar determinations as may be required under any
changes to the existing program rules and regulations.

(b)  Construction Contract. The construction contract for the grading
and construction of the Improvements for Phase 1 or Phase 2, as applicable, acceptable to
the City, shall have been executed by the Developer and the general contractor who has
been selected to do the work.

(c)  Entitlements. Developer shall have secured any and all land use
and other entitlements, permits and approvals which may be required for the
Improvements for Phase 1 or Phase 2, as applicable, from the City or any other
governmental agency affected by such construction or work and Developer shall have
paid any and all applicable fees (including, without limitation, communities facility
district fees and public facilities fees imposed by the City or any other governmental
agency having jurisdiction with respect to the same), or shall pay such fees concurrently
with Closing for Phase 1 or Phase 2, as applicable. The City shall not be responsible in
any way for, the processing of Developer’s building permits or other permit applications
with the City. The execution of this Agreement does not constitute the granting of or a
commitment to obtain any required land use permits, entitlements or approvals.

(d) Title Policies. Title Company is prepared and irrevocably
obligated to issue the City Title Policy for Phase 1 or Phase 2, as applicable.

()  DOF Approval. All approvals, if any, required to be obtained from
the California Department of Finance in order for the SHA to make the SHA Loan for
Phase 1 or the SHA Loan for Phase 2, as applicable, have been obtained.

® No Default. Developer is not in default in any of its obligations
under the terms of this Agreement and all representations and warranties of the City
contained herein shall be true and correct in all material respects.

(g0 Insurance. Developer shall have provided proof of insurance as
required by Section 307 hereof.

(h)  Attomeys’ Fees. The Developer has paid prior to or will pay
concurrently with the Closing for Phase 1 or the Closing for Phase 2, as applicable, all
attorneys’ fees incurred by the City with respect to the same.
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203.2 Closing Conditions for the Benefit of the Developer. The Developer’s

obligation to Close on Phase 1 and acquire the City Property is conditioned upon satisfaction (or
waiver) of each and all of the conditions set forth in this Section 203.2 on or before the Closing
Deadline for Phase 1. Any such waiver shall be effective only if the same is (i) expressly waived
in writing signed by the Developer or by email from the Developer, and (ii) delivered or emailed
to the City and Escrow Agent. In the event that one or more of the conditions set forth in this
Section 203.2 are not satisfied or expressly waived on or before the Closing Deadline for Phase
1, the Developer (provided the Developer is not in default hereunder) shail deliver written notice
to the City identifying the failed condition, the City shall cure the same within twenty (20)
business days.

(a) No Default. The City is not in default in any of its obligations
under the terms of this Agreement and all representations and warranties of the City
contained herein shall be true and correct in all material respects.

(b) Grant Deed. The City has deposited the duly executed and
acknowledged Grant Deed into Escrow,

(c) Additional Documents. The deposit by the City into Escrow of all
other documents and instruments reasonably required by Escrow.

(d) FIRPTA. The deposit by the City into Escrow of the City’s
affidavit that the City is not a foreign person and is a “United States Person” as such term
is defined in Section 7761(2)(30) of the Internal Revenue Code of 1986, in the form
prescribed by federal regulations.

(e) FTB Form 590. With respect to Phase 1 only, the deposit by the
City into Escrow of a duly executed FTB Form 590 or other evidence that withholding of
any portions of the Purchase Price is not required by the Revenue and Taxation Code of
California.

® Title Policy. The Title Company shall have unconditionally
committed to issue the Developer Title Policy in the amount of the Purchase Price with
respect to the City Property, subject only to the Exceptions approved or deemed approved
by Developer pursuant to Section 207.1, below.

204, City Loan.

204.1 Promissory Note.

(a) At the Closing for Phase 1, the Developer shall execute,
acknowledge and deliver the Developer Note for Phase 1 the Developer Note for Phase 2. The
City Loan for Phase 1 and the City Loan for Phase 2 and the corresponding Developer Notes
shall be nonrecourse to the Developer (or the limited partnership which will develop the
applicable phase) from acquisition to construction commencement and recourse to the Developer
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(or the limited partnership which will develop the applicable phase) with respect to cach phase
until the timely completion of construction of the Improvements for the applicable phase and
issuance of a certificate of occupancy for all units at such phase. Upon completion of such
construction and issuance of the certificate of occupancy in connection therewith, the City Loan
for Phase 1 or the City Loan for Phase 2, as applicable, shall become a nonrecourse obligation of
Developer, except that Developer (or the limited partnership which will develop the applicable
phase) shall indemnify, defend, protect and hold City harmless from and against any and all loss,
damage, liability, action, cause of action, cost or expense (including, without limitation,
reasonable attorneys’ fees and expenses) incurred by City as a result of any (i) fraud or material
misrepresentation under or in connection with the City Loan for Phase 1 or the City Loan for
Phase 2, as applicable, or any document executed by Developer with respect to the same; (ii)
intentional bad faith waste of the Phase 1 or Phase 2 real property; (iii) losses resuiting from
Maker’s failure to maintain insurance as required by any document executed by Developer with
respect to the City Loan for Phase 1 or the City Loan for Phase 2, as applicable; and (iv)
misapplication of any rents, security deposits, insurance proceeds, condemnation awards or any
other proceeds derived from the collateral security in a manner prohibited by any document
executed by Developer with respect to the City Loan for Phase 1 or the City Loan for Phase 2, as
applicable.

(b)  The Developer Note for Phase 1 and Developer Note for Phase 2,
shall each bear simple interest at one-quarter percent (0.25%) per annum. Interest shall begin to
accrue on the Developer Note for Phase 1 and Developer Note for Phase 2 on the date of the
Closing for Phase 1 (i.e., the date the City Property is conveyed to the Developer. However, in
the event of a Default with respect to Phase 1 or Phase 2, the Developer Note for such phase shall
bear interest at the rate of ten percent (10%) per annum from the date of the default and all of the
principal and accrued interest on the Developer Note for such phase shall be immediately due
and payable by Developer to the City. Beginning on the May 1, immediately following the
calendar year in which the Affordable Units for Phase 1 or Phase 2, as applicable, are completed
(as evidenced by a certificate of occupancy for such phase), and annually on May 1 of each year
thereafter during the term of the Developer Note, Developer shall deliver financial statements to
the City. Beginning on the May 1, immediately following the calendar year in which the
Affordable Units for Phase 1 are completed (as evidenced by a certificate of occupancy for Phase
1), and annually on May 1 of each year thereafter during the terms of each of the Developer Note
for Phase 1, Developer shall pay to the City and SHA fifty percent (50%) of the Residual
Receipts for Phase 1 (which fifty percent (50%) of the Residual Receipts for Phase 1 shall be
shared between the City and SHA in proportion to the original principal balances of each of their
loans to Phase 1). Beginning on the May 1, immediately following the calendar year in which
the Affordable Units for Phase 2 are completed (as evidenced by a certificate of occupancy for
Phase 2), and annually on May 1 of each year thereafter during the terms of each of the
Developer Note for Phase 2, Developer shall pay to the City and SHA fifty percent (50%) of the
Residual Receipts for Phase 2 (which fifty percent (50%) of the Residual Receipts for Phase 2
shall be shared between the City and SHA in proportion to the original principal balances of each
of their loans to Phase 2). The principal and interest of either Developer Note may be prepaid in
whole or in part at any time and from time to time, without notice or penalty. Any prepayment
shail be allocated first to unpaid interest and then to principal.
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() The parties acknowledge that the Developer Note for Phase 1,
Developer Note for Phase 2, Developer Deed of Trust for Phase 1 and Developer Deed of Trust
for Phase 2 do not constitute purchase money mortgages for purposes of Code of Civil Procedure
Section 580b.

(d)  Should Developer agree to or actually sell, convey, transfer, further
encumber or dispose of the Phase 1 or Phase 2 real property or any interests therein, except for
any Permitted Transfer as defined in Section 603.2, without first obtaining the written consent of
the holder of the applicable Developer Note (i.e., the City), then all obligations secured by the
such Developer Note may be declared due and payable at the option of the holder of the
applicable Developer Note. The consent to one transaction of this type will not constitute a
waiver of the right to require consent to future or successive transactions. The resident tenant
restrictions referenced in this Agreement and the Declarations for each of Phase 1 and Phase 2
shall remain in place whether or not City approves or disapproves a successor-in-interest,
commencing on completion of construction of the Improvements for Phase 1 or the
Improvements for Phase 2, as applicable, and continuing for a term of fifty-five (55) years
thereafter.

204.2 Deeds of Trust. At the Closing for Phase 1, the Developer shall execute,
acknowledge and deliver the Developer Deed of Trust for Phase 1 and the Developer Deed of
Trust for Phase 2. At the Closing for Phase 1, the Developer shall cause the Developer Deed of
Trust for Phase 1 to be recorded against Phase 1 and the Developer shall cause the Developer
Deed of Trust for Phase 2 to be recorded against Phase 2. A copy of this Agreement shall not be
attached to and recorded as part of either Developer Deed of Trust but any breach of or
misrepresentation under this Agreement shall, upon the expiration of any applicable cure
period(s), constitute an event of default under the applicable Developer Deed of Trust.

204.3 Subsequent Financing, No further secured loan, deed of trust, or
encumbrance (except for any deeds of trust, declarations and security instruments required by the
SHA with respect to the OPA, the Construction Deed of Trust and Permanent Deed of Trust for
the applicable phase) shall be placed by Developer upon any portion of the Site or Improvements,
whether by refinancing or otherwise, without first obtaining the express written consent of City,
and except for any Permitted Transfer as defined in Section 603.2, below. Further, during any
City approved refinancing or subsequent encumbrance, the City shall be provided American
Land Title Association (“ALTA™) title insurance or endorsements acceptable to the City, at the
cost and expense of Developer. Said written consent shall be at the City’s sole discretion, failure
to obtain such consent shall be a default hereunder. Except for refinancing allowed by this
Section 204.3, if Developer refinances the Site, the City and the SHA together shall receive one
hundred percent (50%) of the of the net amount of the refinancing, unless otherwise agreed by
the City in its sole discretion, provided that the City shall not be entitled to receive any amounts
in excess of the amount owed under the Developer Note.
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205. Default. After the Closings for each of Phase 1 and Phase 2 and notwithstanding
anything contained herein to the contrary, in the event of any material default, beyond any
applicable cure period, in the performance of any of the terms, covenants and conditions
contained in: (i) this Agreement (subject to a 30 days cure period after receipt by the defaulting
party of a notice of default by the non-defaulting party); (ii) any document or instrument executed
by the Developer in conjunction with this Agreement or the City Loan for Phase 1 or the City
Loan for Phase 2, as applicable; (iii) any senior or junior note secured by an encumbrance on the
Phase 1 property or Phase 2 property, as applicable, or any portions of such properties, including
without limitation, the Construction Deed of Trust, the OPA and any notes, deeds of trust,
declarations and security instruments required by the SHA with respect to the OPA; (iv) any note
or deed of trust given in conjunction herewith; (v) in the event of the filing of a bankruptcy
proceeding by Developer; or (vi) in the event of the filing of a bankruptcy against Developer
which is not dismissed within one hundred eighty (180) days of filing, then (a) all sums owing by
Developer to the City with respect to such phase shall at the option of the City immediately
become due and payable; (b) the City shall have no obligation to disburse any further funds to
Developer or any other person with respect to such phase: and (c) the City shall be released from
any and all obligations to Developer under the terms of this Agreement with respect to such
phase. These remedies shall be in addition to any and all other rights and remedies available to
the City, either at law or in equity. Further, default interest shall accrue on the principal balance
of the Developer Note for such phase from the date of the default at the rate of ten percent (10%)
simple interest per annum or the maximum rate then allowed by law, whichever is less.

206. Representations and Warranties.
206.1 City Representations and Warranties. The City represents and warrants to

Developer that the City has full right, power and lawful authority to grant, sell and convey the
City Property as provided herein and the execution, performance and delivery of this Agreement
by the City has been fully authorized by all requisite actions on the part of the City.

206.2 Developer’s Representations and Warranties. Developer represents and

warrants to the City as follows:

(a) Authority. Developer is a California limited partnership, The persons
executing this Agreement, and all other documents executed by Developer in conjunction
herewith, on behalf of Developer have all necessary authority to do so and this Agreement is a
binding obligation of Developer. Execution of this Agreement shall not result with the passage
of time or the giving of notice or both in breach of or in acceleration of performance under any
contract or document to which Developer may be a party. Copies of a certificate of good
standing, issued by the California Secretary of State shall be delivered to the City prior to the
Closing. These copies will be true, complete and fully-executed copies of the originals, issued
within thirty (30) days of the date of the Closing. Developer has the full right, power and lawful
authority to purchase and accept the conveyance of the City Property and to undertake all
obligations as provided herein and the execution, performance and delivery of this Agreement by
Developer has been fully authorized by resolution of and all requisite actions on the part of
Developer.
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(b) No Conflict. Developer’s execution, delivery and performance of its
obligations under this Agreement will not constitute a default or a breach under any contract,
agreement or order to which Developer is a party or by which it is bound.

(c) No Bankruptcy. Developer is not the subject of a bankruptcy proceeding.

(d)  Acknowledgement of Agreement. The principal and interest due and
payable under the City Loan for Phase 1 and the City Loan for Phase 2 are subject to the terms
and conditions of this Agreement, the Developer Notes for Phase 1 and Phase 2, and any other
security documents or instruments provided for herein.

(e} Rent and Occupancy Restrictions. Developer shall at all times after the
Closing during the 55-year term comply with the requirements of the Declaration,

207. Title Matters; Hazardous Materials.

207.1 Title Exceptions. Prior to the Closing for Phase 1, Developer shall obtain
from Title Company a preliminary title report or reports (collectively, the “Title Report™) with
respect to the title to the City Property, together with legible copies of the documents underlying
the exceptions (“Exceptions™) set forth in the Title Report. The Developer shall have the right to
reasonably approve or disapprove the Exceptions; provided, however, that the Developer hereby
approves the following Exceptions: (i) the Redevelopment Plan for the San Marcos
Redevelopment Project (ii) the lien of any non-delinquent property taxes and assessments (the
lien of any delinquent property taxes and assessments shall not be acceptable Exceptions, it being
agreed that the City shall pay or cause to be paid any delinquent property taxes and assessments
prior to Closing, regardless of whether or not Developer objections to such Exceptions); and (iii)
standard pre-printed exceptions. The Developer shall have thirty (30) days from the date this
Agreement is executed by the City to give written Notice to the City and the Title Company of
the Developer’s disapproval of any of such Exceptions set forth in the Title Report, within its
reasonable discretion. Developer’s failure to provide Notice of its disapproval of any Exception
to the Title Report within such time limit shall be deemed approval of such Exceptions and a
waiver of Developer’s right to object to such Exceptions. If the Developer delivers written
notice to the City of its disapproval of any Exceptions in the Title Report, the City shall have the
right, but not the obligation, to elect to remove any disapproved Exceptions within thirty (30)
days after receiving written notice of the Developer’s disapproval or to deliver notice to the
Developer providing assurances satisfactory to the Developer within said time period that such
Exception(s) will be removed on or before the Closing for Phase 1. If the City cannot or does not
elect to remove any of the disapproved Exceptions within that period, City shall provide written
notice of such fact to Developer, then the Developer and City shall meet and confer and resolve
the matter. Developer’s failure to give timely written notice shall be deemed a waiver of
Developer’s right to object to such Exceptions. Fee simple title to the City Property shall be
conveyed by the City to the Developer subject only to the Exceptions to title approved or deemed
approved by the Developer as provided herein. Prior to the Closing for Phase 1, the Developer
shall have the right to approve or disapprove any further Exceptions reported by the Title
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Company after the Developer has approved the condition of title for the City Property (which are
not created by the Developer).

207.2 Environmental Condition. Except as set forth herein, the City Property
shall be conveyed to the Developer in an “as is” physical and environmental condition, with no
warranty, express or implied, by the City as to the condition of any existing improvements, the
soil, its geology, the presence of known or unknown faults or Hazardous Materials or toxic
substances, and it shall be the sole responsibility of the Developer at its expense to investigate
and determine the physical and environmental conditions. The Developer shall have the right to
engage its own environmental consultant (the “Environmental Consultant”) and other consultants
to make such investigations of the City Property as the Developer deems necessary, including any
soils, geotechnical and other testing of the City Property, and the City shall promptly be provided
a copy of all reports and test results provided to the Developer by the Environmental Consultant
(collectively, the “Environmental Report”). The Developer shall reasonably approve or
disapprove of the physical and environmental condition of the City Property no later than forty-
five (45) days from the date from the date this Agreement is executed by the City, provided that
the Developer shall have the right to approve or disapprove any further environmental conditions
that first occur after such deadline for Developer’s approval of the City Property (which are not
created by the Developer). The Developer’s failure to deliver written notice of its disapproval
within such time limit shall be deemed approval of the physical and environmental condition of
the City Property and a waiver of Developer’s right to object to the physical and environmental
condition of the City Property. If the Developer approves or is deemed to approve the physical
and environmental condition of the City Property, then, as between the Developer and City, it
shall be the sole responsibility and obligation of the Developer to take such action as may be
necessary to place the physical and environmental conditions of the City Property in a condition
entirely suitable for the purposes set forth in this Agreement.

207.3 Hazardous Materials. Developer shall take all necessary precautions to
prevent the release in, on or under the Site of any Hazardous Materials. Such precautions shall
include compliance with all Environmental Laws and Governmental Requirements with respect
to Hazardous Materials. In addition, Developer shall install and utilize such equipment and
implement and adhere to such procedures as are consistent with commercially reasonable
standards as respects the disclosure, storage, use, removal and disposal of Hazardous Materials.

208. Required Disclosures. Developer shall notify the City, and provide to the City a
copy or copics, of all environmental permits, disclosures, applications, entitlements or inquiries
relating to the Site, including notices of violation, notices to comply, citations, inquiries, clean-up
or abatement orders, cease and desist orders, reports filed pursuant to self-reporting requirements
and reports filed or applications made pursuant to any Governmental Requirement relating to
Hazardous Materials and underground tanks. Developer shall report to the City, as soon as
possible after each incident, any unusual or potentially important incidents with respect to the
environmental condition of the Site. In the event of a release of any Hazardous Materials into the
environment from, under or relating to the Site, Developer shall, as soon as possible after the
release, furnish to the City a copy of any and all reports relating thereto and copies of all
correspondence with governmental agencies relating to the release. Upon request, the Developer
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shall furnish to City a copy or copies of any and all other environmental entitlements or inquiries
relating to or affecting the Site including, but not limited to, all permit applications, permits and
reports including, without limitation, those reports and other matters which may be characterized
as confidential.

209. Developer Indemnity. Developer shall indemnify, defend and hold the City
harmless from and against any claim, action, suit, proceeding, loss, cost, damage, liability,
deficiency, fine, penalty, punitive damage, or expense (including, without limitation, attorneys’
fees), resulting from, arising out of, or based upon any of the following; (i) the presence, release,
use, generation, discharge, storage or disposal of any Hazardous Materials on, under, in or about,
or the transportation of any such Hazardous Materials to or from, the Site, or (ii) the violation, or
alleged violation, of any statute, ordinance, order, rule, regulation, permit, judgment or license
relating to the use, generation, release, discharge, storage, disposal or transportation of
Hazardous Materials on, under, in or about, to or from, the Site. This indemnity shall include,
without limitation, any damage, liability, fine, penalty, parallel indemnity after closing cost or
expense arising from or out of any claim, action, suit or proceeding for personal mnjury (including
sickness, disease or death), tangible or intangible property damage, compensation for lost wages,
business income, profits or other economic loss, damage to the natural resource or the
environment, nuisance, contamination, leak, spill, release or other adverse effect on the
environment. This indemnity does not include any condition arising solely as a result of the
negligence or willful misconduct of the City or its employees, agents, representatives, successors
or assigns; provided, however that nothing in this Section 209 shall release the Developer from
liability for any losses, liabilities, damages, injuries, costs, expenses, or claims proximately
caused by the Developer. It is the intent of the Developer and City that the Developer will assign
its rights in this Agreement to two (2) limited partnerships, one which will develop Phase 1 and
another which will develop Phase 2, as set forth in Section 603.2(b), below. This Section 209
shall apply with respect to each of those two (2) limited partnerships only with respect to the
phase that such limited partnership is developing, i.e., the limited partnership that develops Phase
1 shall not have any indemnification obligations with respect to Phase 2 and the limited
partnership that develops Phase 2 shall not have any indemnification obligations with respect to
Phase 1.

210.  City Options to Acquire the Site. At the Closing for Phase 1, the Developer and

City shall execute two (2) Option Agreements, one for Phase 1 and another for Phase 2, granting
the City the option and first right of refusal to acquire the Affordable Units with respect to each
of Phase 1 and Phase 2, in forms and on terms and conditions to be agreed upon by the City and
Developer. At the Closing for Phase 1, the Developer and City shall cause separate Memoranda
of Option to be recorded against each of Phase 1 and Phase 2.

300. Development of the Site.

301.  Site Plan and Scope of Development. The proposed project is fully-entitled. The
Site Plan and Scope of Development, as set forth herein shall mean such documents as approved

by the City Council on May 27, 2014.
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302. City Review and Approval. City shall have the right to review and approve or
disapprove in its reasonable discretion any material revisions to the Site Plan and Scope of
Development.

302.1 Revisions. If Developer desires to propose any material revisions to the
City-approved Site Plan, Scope of Development or Project Proforma for either phase after
approval, it shall submit such proposed changes to City, and shall also proceed in accordance
with any and all State and local laws and regulations regarding such revisions, within the time
frame set forth in the Schedule of Performance for such phase. The City Manager is authorized
to approve changes to the City-approved Site Plan, Scope of Development and Project Proforma.
Provided, however, the City shall have not obligation to approve any change from the basic use
of the Site for anything other than a mixed-use, family, affordable housing project.

302.2 Defects in Plans. City shall not be responsible or liable in any way, either
to Developer or to any third parties, for any defects in any Site Plan, Scope of Development or
Project Proforma, or for any structural or other defects in any work done according to any
approved Site Plan, Scope of Development or Project Proforma. Developer shall hold harmless
and indemnify the City and its officers, employees, agents and representatives from and against
any and all claims, demands and suits for damages to property or injuries to persons arising out
of or in any way relating to the Site, including without limitation any defects in any Site Plan,
Scope of Development or Project Proforma, violation of any laws, and for defects in any work
done according to the approved Site Plan, Scope of Development or Project Proforma or for
defects in work performed by Developer or any contractor or subcontractor of Developer. It is
the intent of the Developer and City, that the Developer will assign its rights in this Agreement to
two (2) limited partnerships, one which will develop Phase 1 and another which will develop
Phase 2, as set forth in Section 603.2(b), below. This Section 303.2 shall apply with respect to
each of those two (2) limited partnerships only with respect to the phase that such limited
partnership is developing, i.e., the limited partnership that develops Phase 1 shall not have any
indemnification obligations with respect to Phase 2 and the limited partnership that develops
Phase 2 shall not have any indemnification obligations with respect to Phase 1.

303. Land Use Approvals. Before commencement of construction of the
Improvements or other works of improvement upon Phase 1 or Phase 2, Developer shall, at
Developer’s sole expense, secure or cause to be secured any and all land use and other
entitlements, permits and approvals which may be required for the Improvements on such phase
by the City or any other governmental agency affected by such construction or work. The
execution of this Agreement does not constitute the granting of or a commitment to obtain any
other required land use permits, entitlements or approvals.

304. Deadline for Completion of Improvements. All of the Improvements for Phase 1
and all of the Improvements for Phase 2 shall be completed in accordance with the Schedule of
Performance for such phase. Failure to complete all of the Improvements in a phase in
accordance with the Schedule of Performance for such phase, shall, inter alia, be a default under
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the Developer Note for such phase entitling the City to exercise all of its rights and remedies,
including without limitation foreclosure of the applicable Developer Deed of Trust.

305. Cost of Construction. All costs whatsoever shall be borne by Developer,
including without limitation the cost of planning, designing, developing and constructing of all of
the Improvements, as well as site preparation and grading.

306. Insurance Requirements. Developer shall take out and maintain during the term
of the each Declaration, and shall cause its contractor and subcontractors for each phase to take
out and maintain until the issuance of the Release of Construction Covenants pursuant to Section
311 of this Agreement, a comprehensive general liability policy in the amount of not less than
$2,000,000 combined single limit policy for the contractor and not less than $1,000,000
combined single limit policy for subcontractors, and a comprehensive automobile liability policy
in the amount of $2,000,000 combined single limit for the contractor and not less than
$1,000,000 combined single limit policy for subcontractors, or such other policy limits as City
may approve at its discretion, including contractual liability, as shall protect Developer and City
from claims for such damages. Such policy or policies shall be written on an occurrence form.
Developer shall also furnish or cause to be furnished to City evidence satisfactory to City that
Developer, and any contractor with whom it has contracted for the performance of work on the
Site or otherwise pursuant to this Agreement, carries workers’ compensation insurance as
required by law. Developer shall furnish a certificate of insurance countersigned by an
authorized agent of the insurance carrier on a form approved by City setting forth the general
provisions of the insurance coverage. This countersigned certificate shall name the City and its
officers, agents, and employees as additionally insured parties under the policy, and the
certificate shall be accompanied by a duly executed endorsement evidencing such additional
insured status. The certificate and endorsement by the insurance carrier shall contain a statement
of obligation on the part of the carrier to notify City of any material change, cancellation or
termination of the coverage at least thirty (30) days in advance of the effective date of any such
material change, cancellation or termination. Coverage provided hereunder by Developer shall
be primary insurance and not be contributing with any insurance maintained by City, and the
policy shall contain such an endorsemeént. The insurance policy or the endorsement shall contain
a watver of subrogation for the benefit of the City. The required certificate shall be furnished by
Developer at the time set forth therefor in the Schedule of Performance and the limited
partnership that develops Phase 2 shall not have any indemnification obligations with respect to
Phase 1.

307. Developer’s Indemnity. Developer shall be responsible for all injuries to persons
and/or all damages to real or personal property of the City, or others, caused by or resulting from
the sale, rental, ownership or operation of the Site, and the negligence and/or material breach of
this Agreement, of itself, its employees, subcontractors and/or its agents during the construction
of or arising out of the construction of the Improvements. Developer shall defend, hold harmless
and indemnify the City and all of its officers and employees from and against all claims, liens,
claims of lien, losses, damages, judgments, costs, and expenses, whether direct or indirect,
arising in any way from (i) the sale, rental, ownership or operation of the Site, including without
limitation the Improvements; (ii) Developer’s negligence; (iii) material breach of this Agreement,
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by Developer, its employees, subcontractors and/or its agents; and/or (iv) arising out of the
construction of the Improvements, except those arising from the sole negligence or willful
misconduct of the City or any of its officers, employees or agents. It is the intent of the
Developer and City, that the Developer will assign its rights in this Agreement to two (2) limited
partnerships, one which will develop Phase 1 and another which will develop Phase 2, as set
forth in Section 603.2(b), below. This Section 308 shall apply with respect to each of those two
(2) limited partnerships only with respect to the phase that such limited partnership is
developing, i.e., the limited partnership that develops Phase 1 shall not have any indemnification
obligations with respect to Phase 2.

308. Rights of Access. The City and its representatives shall have the right of
reasonable access to the Site, without charges or fees, for the purposes of inspection of the work
being performed in constructing the Improvements and monitoring compliance with this
Agreement.

309. Compliance With Laws. Developer shall carry out the design and construction of
the Improvements in conformity with all applicable laws, including all applicable state labor
standards, the City zoning and development standards, building, plumbing, mechanical and
electrical codes, and all other provisions of the Title 24 of the California Code of Regulations,
and all applicable disabled and handicapped access requirements, including without limitation
the Americans With Disabilities Act, 42 U.S.C. Section 12101, et seq., Government Code
Section 4450, et seq., Government Code Section 11135, et seq., and the Unruh Civil Rights Act,
Civil Code Section 51, ef seq. Developer hereby agrees to carry out development, construction
(as defined by applicable law) and operation of the Improvements on the Site, including, without
limitation, any and all public works (as defined by applicable law), in conformity with all
applicable local, state and federal laws, including, without limitation, all applicable federal and
state labor laws (including, without limitation, any requirement to pay state prevailing wages).
Developer hereby expressly acknowledges and agrees that the City has not ever previously
affirmatively represented to the Developer or its contractor(s) for the Improvements in writing or
otherwise, in a call for bids or otherwise, that the work to be covered by the bid or contract is or
is not a “public work,” as defined in Section 1720 of the Labor Code. Developer hereby agrees
that Developer shall have the obligation to provide any and all disclosures, representations,
statements, rebidding, and/or identifications which may be required by Labor Code Sections
1726 and 1781, as the same may be enacted, adopted or amended from time to time, or any other
provision of law. Developer hereby agrees that Developer shall have the obligation to provide
and maintain any and all bonds to secure the payment of contractors (including the payment of
wages to workers performing any public work) which may be required by the Civil Code, Labor
Code Section 1781, as the same may be enacted, adopted or amended from time to time, or any
other provision of law. The Developer hereby agrees that the Developer shall have the
obligation, at the Developer’s sole cost, risk and expense, to obligate any party as may be
required by Labor Code Sections 1726 and 1781, as the same may be enacted, adopted or
amended from time to time, or any other provision of law. Developer shall indemnify, protect,
defend and hold harmless the City and its officers, employees, contractors and agents, with
counsel reasonably acceptable to the City, from and against any and all loss, liability, damage,
claim, cost, expense, and/or “increased costs” (including labor costs, penalties, reasonable
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attorneys’ fees, court and litigation costs, and fees of expert witnesses) which, in connection with
the development, construction (as defined by applicable law) and/or operation of the
Improvements, including, without limitation, any and all public works (as defined by applicable
law), results or arises in any way from any of the following: (i) the noncompliance by Developer
of any applicable local, state and/or federal law, including, without limitation, any applicable
federal and/or state labor laws (including, without limitation, if applicable, the requirement to
pay state prevailing wages); (ii) the implementation of Sections 1726 and 1781 of the Labor
Code, as the same may be enacted, adopted or amended from time to time, or any other similar
law; (iii) failure by Developer to provide any required disclosure, representation, statement,
rebidding and/or identification which may be required by Labor Code Sections 1726 and 1781, as
the same may be enacted, adopted or amended from time to time, or any other provision of law;
(iv) failure by Developer to provide and maintain any and all bonds to secure the payment of
contractors (including the payment of wages to workers performing any public work) which may
be required by the Civil Code, Labor Code Section 1781, as the same may be enacted, adopted or
amended from time to time, or any other provision of law; and/or (v) failure by the Developer to
obligate any party as may be required by Labor Code Sections 1726 and 1781, as the same may
be enacted, adopted or amended from time to time, or any other provision of law. It is agreed by
the parties that, in connection with the development, construction (as defined by applicable law)
and operation of the Improvements, including, without limitation, any public work (as defined by
applicable law), Developer shall bear all risks of payment or non-payment of state prevailing
wages and/or the implementation of Labor Code Sections 1726 and 1781, as the same may be
enacted, adopted or amended from time to time, and/or any other provision of law. “Increased
costs” as used in this Section shall have the meaning ascribed to it in Labor Code Section 1781,
as the same may be enacted, adopted or amended from time to time. The foregoing indemnity
shall survive termination of this Agreement and shall continue after recordation of the Release of
Construction Covenants. It is the intent of the Developer and City, that the Developer will assign
its rights in this Agreement to two (2) limited partnerships, one which will develop Phase 1 and
another which will develop Phase 2, as set forth in Section 603.2(b), below. This Section 309
shall apply with respect to each of those two (2) limited partnerships only with respect to the
phase that such limited partnership is developing, i.e., the limited partnership that develops Phase
1 shall not have any indemnification obligations with respect to Phase 2 and the limited
partnership that develops Phase 2 shall not have any indemnification obligations with respect to
Phase 1.

309.1 Nondiscrimination in Employment. Developer certifies and agrees that all
persons employed or applying for employment by it, its affiliates, subsidiaries, or holding
companies, and all subcontractors, bidders and vendors, are and will be treated equally by it
without regard to, or because of race, color, religion, ancestry, national origin, sex, age,
pregnancy, childbirth or related medical condition, medical condition (cancer related) or physical
or mental disability, and in compliance with Title VII of the Civil Rights Act of 1964, 42 U.S.C.
Section 2000, ef seq., the Federal Equal Pay Act of 1963, 29 U.S.C. Section 206(d), the Age
Discrimination in Employment Act of 1967, 29 U.S.C. Section 621, et seq., the Immigration
Reform and Control Act of 1986, 8 U.S.C. Section 1324b, et seq., 42 U.S.C. Section 1981, the
California Fair Employment and Housing Act, Cal. Government Code Section 12900, et seq., the
California Equal Pay Law, Cal. Labor Code Section 1197.5, Cal. Government Code Section
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11135, the Americans with Disabilities Act, 42 U.S.C. Section 12101, et seq., and all other anti-
discrimination laws and regulations of the United States and the State of California as they now
exist or may hereafter be amended. Developer shall allow representatives of City access to its
employment records related to this Agrecment during regular business hours to verify
compliance with these provisions when so requested by City.

309.2 Taxes and Assessments. Developer shall pay prior to delinquency all ad
valorem real estate taxes and assessments on the Site. Developer shall remove or have removed
any levy or attachment on any of the Site or any part thereof, or assure the satisfaction thereof
within a reasonable time. If the terms and conditions of this Agreement are deemed to create a
possessory interest in Developer such as to subject Developer to a Possessory Interest Tax
pursuant to Revenue and Tax Code Section 107.6, then Developer shall be solely responsible for
satisfying that obligation, and Developer shall not look to the City for reimbursement or set off.

309.3 Liens and Stop Notices. Developer shall not allow to be placed on the Site
or any part thereof any lien or stop notice. If a claim of a lien or stop notice is given or recorded
affecting the Improvements, Developer shall, within thirty (30) days of such recording or service
or within ten (10) days of City’s demand, whichever last occurs:

(a pay and discharge the same;

(b) effect the release thereof by recording and delivering to City a surety bond
in sufficient form and amount as approved by City in its sole discretion; or

(c) provide City with other assurance which City deems, in its sole discretion,
to be satisfactory for the payment of such lien or bonded stop notice and for the full and
continuous protection of City from the effect of such lien or bonded stop notice.

310. Release of Construction Covenants. Promptly after completion of the
Improvements for each of Phase 1 and Phase 2 in conformity with this Agreement, the City shall
furnish Developer with the Release of Construction Covenants for such phase upon written
request therefor by the Developer. The City shall not unreasonably withhold, delay or condition
any such Release of Construction Covenants. The Release of Construction Covenants shall be a
conclusive determination of satisfactory completion of the Improvements for the applicable
phase and the Release of Construction Covenants shall so state. Any party then owning or
thereafter purchasing, leasing or otherwise acquiring any interest in the Site shall not (because of
such ownership, purchase, lease or acquisition) incur any obligation or liability under this
Agreement except for those continuing covenants as set forth in Sections 401 through 406 of this
Agreement. If the City refuses or fails to furnish the Release of Construction Covenants for
either phase, after written request from Developer, the City shall, within thirty (30) days of
written request therefor, provide Developer with a written statement of the reasons City refused
or failed to furnish such Release of Construction Covenants. The statement shall also delineate
the actions Developer must take to obtain the Release of Construction Covenants. The Relcase
of Construction Covenants shall not constitute evidence of compliance with or satisfaction of any
obligation of Developer to any holder of any mortgage, or any insurer of a mortgage securing
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money loaned to finance the Improvements for a phase, or any part thereof. The Release of
Construction Covenants is not a notice of completion as referred to in Section 3093 of the

California Civil Code.

311. Financing of the Improvements.
311.1 No Encumbrances Except Mortgages or Deeds of Trust. Except as

otherwise provided herein and until the Release of Construction Covenants is recorded for the
applicable phase, mortgages and deeds of trust may be permitted only with the City’s prior
written approval, and only for the purpose of securing loans of funds to be used for financing
construction of the Improvements (including architecture, engineering, legal, and related direct
costs as well as indirect costs) on or in connection with such phase, and any other purposes
necessary and appropriate in connection with development under this Agreement. Developer
shall notify the City in advance of executing any mortgage or deed of trust. Except as otherwise
provided herein, Developer shall not enter into any such mortgage or deed of trust for financing
without the prior written approval of the City, which approval the City agrees to give if any such
mortgage or deed of trust for financing is being given to a responmsible financing lending
institution or person or entity, as determined by the City in its reasonable discretion. The City
agrees that the Developer Deed of Trust for each of Phase 1 and Phase 2 shall be subordinated to
the Construction Deed of Trust and Permanent Deed of Trust for such phase; such subordination
shall be in a form acceptable to the City in its reasonable discretion. Furthermore, the City shall
subordinate the Declaration, Notice of Affordability Restrictions and Memorandum of Option, to
the Construction Deed of Trust and Permanent Deed of Trust for each phase, to the extent
necessary to obtain construction and permanent financing for the Improvements for such phase.
Any such subordination shall be in a form acceptable to the City in its reasonable discretion.

311.2 Right of City to Cure Mortgage or Deed of Trust Default. In the event of a

mortgage or deed of trust default or breach by Developer prior to the issuance of a Release of
Construction Covenants pursuant to Section 310 of this Agreement, Developer shall immediately
deliver to City a copy of any mortgage holder’s notice of default. City shall have the right but
not the obligation to cure the defanlt. In such event, City shall be entitled to reimbursement from
Developer of all costs and expenses incurred by City in curing such default, including without
limitation attorneys’ fees.

312.  Annual Occupancy Monitoring Fee. Each year during the term of the Declaration,
the Developer shall pay to the City a reasonable affordable housing occupancy monitoring fee as
determined by the City in schedules printed by the City from time to time. Currently that fee is
$60 per unit per year. Notwithstanding anything set forth in the OPA to the contrary, the
affordable housing occupancy monitoring fee described in this Section shall be payable to the
City in lieu of any similar fee payable to the SHA set forth in the OPA or any document executed
in conjunction therewith.
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400. Covenants and Restrictions.

401. Use. Developer covenants and agrees for itself, its successors, assigns, and every
successor in interest to the Site or any part thereof, that Developer shall devote the Site to the
uses specified in the Declarations and this Agreement for the periods of time specified herein.
All uses conducted on the Site, including, without limitation, all activities undertaken by
Developer pursuant to this Agreement, shall conform to all applicable provisions of the San
Marcos Municipal Code. The foregoing covenants shall run with the land.

402. Affordable Units.

402.1 Developer Covenants Concerning Affordable Units. The number of
Affordable Units, the bedroom composition and affordability levels for each phase shall be
generally as set forth in the table below. At the Closings for each phase, the Developer shall
execute the Declaration for such phase and cause it to be recorded against Phase 1 or Phase 2, as
applicable. Each Declaration will prohibit smoking at the applicable phase and will set forth the
rent and occupancy restriction in more detail. Developer further covenants and agrees that the
Affordable Units will be rented only to Low Income Households, at rents affordable to the same.
One (1) three-bedroom unit in Phase 1 and one (1) two-bedroom unit i Phase 2 will be used as a
manager’s unit and is not shown in the tables below.

TABLE 1: RENT AND INCOME RESTRICTION CRITERIA FOR PHASE 1

1 2 3 4 5
NUMBER UNIT SIZE MAXIMUM MAXIMUM MONTHLY YEARS OF RENT
OF %AGE OF RENTS AS PERCENTAGE RESTRICTION
AFFORD- AREA OF AREA MEDIAN
ABLE MEDIAN INCOME ADJUSTED FOR
UNITS INCOME OF FAMILY SIZE
ELIGIBLE APPROPRIATE FOR THE
TENANTS UNIT AND UTILITY
ALLOWANCE
APPROPRIATE FOR THE
UNIT
2 One Bedroom 30% 1/12" of 30% of 30% of AMI 55
4 One Bedroom 40% 1/12™ of 30% of 40% of AMI 55
8 One Bedroom 50% 1/12" of 30% of 50% of AMI 55
6 One Bedroom 60% 1/12" of 30% of 60% of AM1 55
3 Two Bedroom 30% 1/12% of 30% of 30% of AMI 55
[ Two Bedroom 40% 1/12" of 30% of 40% of AMI 55
11 Two Bedroom 50% 1/12" of 30% of 50% of AMI 55
8 Two Bedroom 60% 1/12™ of 30% of 60% of AMI 55
3 Three Bedroom 30% 1/12™ of 30% of 30% of AMI 55
5 Three Bedroom 40% 1/12" of 30% of 40% of AMI 55
11 Three Bedroom 50% 1/12% of 30% of 50% of AMI 55
8 Three Bedroom 60% 1/12™ of 30% of 60% of AMI 55
Total 75
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TABLE 2: RENT AND INCOME RESTRICTION CRITERIA FOR PHASE 2

1 2 3 4 5
NUMBER UNIT SIZE MAXIMUM MAXIMUM MONTHLY YEARS OF RENT
OF %AGE OF RENTS AS PERCENTAGE RESTRICTION
AFFORD- AREA OF AREA MEDIAN
ABLE MEDIAN INCOME ADJUSTED FOR
UNITS INCOME OF FAMILY SIZE
ELIGIBLE APPROPRIATE FOR THE
TENANTS UNIT AND UTILITY
ALLOWANCE
APPROPRIATE FOR THE
UNIT
1 One Bedroom 30% 1/12" of 30% of 30% of AMI 55
2 One Bedroom 40% 1712 of 30% of 40% of AMI 55
4 One Bedroom 50% 1/12™ of 30% of 50% of AMI 55
3 One Bedroom 60% 1/12™ of 30% of 60% of AMI 55
2 Two Bedroom 30% 1/12" of 30% of 30% of AMI 55
4 Two Bedroom 40% 1/12" of 30% of 40% of AMI 55
8 Two Bedroom 50% 1/12™ of 30% of 50% of AMI 55
5 Two Bedroom 60% 1/12™ of 30% of 60% of AMI 55
2 Three Bedroom 30% 1/12" of 30% of 30% of AMI 55
3 Three Bedroom 40% 1/12% of 30% of 40% of AMI 55
6 Three Bedroom 50% 1/12" of 30% of 50% of AMI 55
3 Three Bedroom 60% 1/12™ of 30% of 60% of AMI 55
Total 43

402.2 Timing. Completion of construction of all of the Improvements for each
of Phase 1 and Phase 2, including all of the Affordable Units in such phase, shall occur on or
before the deadline set forth in the Schedule of Performance for such phase.

403. Maintenance Covenants. Developer shall maintain the Site and all Improvements,
in compliance with all applicable provisions of the San Marcos Municipal Code and all housing
quality standards contained within 24 CFR §92.251 (regardless of whether such section would
apply to the Site without the foregoing provision). Developer hereby consents to periodic
inspection by City’s designated inspectors and/or designees during regular business hours,
including the Code Enforcement Agents of the City, to assure compliance with said zoning,
building codes, regulations, and housing quality standards.

404. Obligation to Refrain from Discrimination.

404.1 State and Federal Requirements. Developer shall, at all times during the
term of this Agreement, comply with all of the affirmative marketing procedures adopted by the
City. Developer shall maintain records to verify compliance with the applicable affirmative
marketing procedures and compliance. Such records are subject to inspection by the City during
regular business hours upon five (5) days written notice. Developer covenants by and for itself
and any successors in interest that there shall be no discrimination against or segregation of, any
person or group of persons on account of race, color, creed, religion, sex, sexual orientation,
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marital status, national origin, ancestry, familial status, source of income or disability in the sale,
lease, sublease, transfer, use, occupancy, tenure or enjoyment of the Site, nor shall Developer or
any person claiming under or through it establish or permit any such practice or practices of
discrimination or segregation of any person or group of persons on account of any basis listed in
subdivision (a) or (d) of Section 12955 of the Government Code, as those bases are defined in
Sections 12926, 12926.1, subdivision (m) and paragraph (1) of subdivision (p) of Section 12955,
and Section 12955.2 of the Government Code, with reference to the selection, location, number,
use or occupancy of tenants, lessees, subtenants, sublessees or vendees of the Site or the rental,
lease, sale of the Site. The foregoing covenants shall run with the Site.

404.2 Additional Requirements. Developer hereby agrees to comply with the
Title VII of the Civil Rights Act of 1964, as amended, the California Fair Employment Practices
Act, and any other applicable Federal and State laws and regulations.

404.3 Fair Housing Laws. All activities carried out by Developer and/or agents
of Developer shall be in accordance with the requirements of the Federal Fair Housing Act. The
Fair Housing Amendments Act of 1988 became effective on March 12, 1989. The Fair Housing
Amendments Act of 1988 and Title VIII of the Civil Rights Act of 1968, taken together,
constitute the Fair Housing Act. The Fair Housing Act provides protection against the following
discriminatory housing practices if they are based on race, sex, religion, color, handicap, familial
status, or national origin: denying or refusing to rent housing, denying or refusing to sell housing,
treating differently applicants for housing, treating residents differently in connection with terms
and conditions, advertising a discriminatory housing preference or limitation, providing false
information about the availability of housing, harassing, coercing or intimidating people from
enjoying or exercising their rights under the Fair Housing Act, blockbusting for profit,
persuading owner to sell or rent housing by telling them that people of a particular race, religion,
etc., are moving into the neighborhood, imposing different terms for loans for purchasing,
constructing, improving, repairing, or maintaining a home, or loans secured by housing; denying
use or participation in real estate services, e.g., brokers’ organizations, multiple listing services,
etc., The Fair Housing Act gives HUD the authority to hold administrative hearings unless one
of the parties elects to have the case heard in U.S. District Court and to issue subpoenas. Both
civil and criminal penalties are provided. The Fair Housing Act also provides protection for
people with disabilities and proscribes those conditions under which senior citizen housing is
exempt from the prohibitions based on familial status. The following State of California Laws
also govern housing discrimination and shall be complied with by Developer: Fair Employment
and Housing Act, Unruh Civil Rights Act of 1959, Ralph Civil Rights Act of 1976, and Civil
Code Section 54.1.

405. Nondiscrimination Covenants. Developer covenants by and for itself and any
successors in interest that there shall be no discrimination against or segregation of, any person or
group of persons on the basis of race, color, creed, religion, sex, sexual orientation, marital
status, national origin, ancestry, familial status, source of income or disability of any person in
the sale, lease, sublease, transfer, use, occupancy, tenure or enjoyment of the Site, nor shall
Developer or any person claiming under or through it establish or permit any such practice or
practices of discrimination or segregation of any person or group of persons on account of any
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basis listed in subdivision (a) or (d) of Section 12955 of the Government Code, as those bases are
defined in Sections 12926, 12926.1, subdivision (m) and paragraph (1) of subdivision (p) of
Section 12955, and Section 12955.2 of the Government Code, with reference to the selection,
location, number, use or occupancy of tenants, lessees, subtenants, sublessees or vendees of the
Site. The foregoing covenants shall run with the land.

406.  Effect of Violation of the Declarations. The City is deemed the beneficiary of the
terms and provisions of this Agreement and the Declarations, for and in its own right and for the
purposes of protecting the interests of the community and other parties, public or private, in
whose favor and for whose benefit this Agreement and the Declarations have been provided,
without regard to whether the City has been, remains or is an owner of any land or interest
therein in the Site. The City shall have the right, if this Agreement or the Declarations are
breached, to exercise all rights and remedies, and to maintain any actions or suits at law or in
equity or other proper proceedings to enforce the curing of such breaches to which it or any other
beneficiaries of this Agreement and the Declarations may be entitled.

500.  Defaults and Remedies. It is the intent of the Developer and City, that the Developer will
assign its rights in this Agreement to two (2) limited partnerships, one which will develop Phase
1 and another which will develop Phase 2, as set forth in Section 603.2(b), below. This Section
500, including without limitation the subsections set forth below, shall apply with respect to each
of those two (2) limited partnerships only with respect to the phase that such limited partnership
is developing, i.e., the limited partnership that develops Phase 1 shall not have any obligations or
liability with respect to Phase 2 and the limited partnership that develops Phase 2 shall not have
any obligations or liability with respect to Phase 1.

501. Default Generally. Subject to the extensions of time set forth in Section 602 of
this Agreement, failure by either party to perform any action or covenant required by this
Agreement within the time periods provided herein following notice and failure to cure as
described hereafter, constitutes a “Default” under this Agreement. A party claiming a Default
shall give written notice of Default to the other party specifying the Default complained of,
Except as otherwise expressly provided in this Agreement, the claimant shall not institute any
proceeding against any other party, and the other party shall not be in Default if such party within
thirty (30) days from receipt of such notice immediately, with due diligence, commences to cure,
correct or remedy such failure or delay and shall complete such cure, correction or remedy with
diligence.

502.  Institution of Legal Actions. In addition to any other rights or remedies and
subject to the restrictions otherwise set forth in this Agreement, either party may institute an
action at law or equity to seek specific performance of the terms of this Agreement, or to cure,
correct or remedy any Default, to recover damages for any Default, or to obtain any other remedy
consistent with the purpose of this Agreement. Such legal actions must be instituted in the
County of San Diego, State of California, in an appropriate court in that county, or in the District
of the United States District Court in which such county is located.
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503. City Rights. In the event that City is not in Default under this Agreement with
respect to Phase 1 or Phase 2 and Developer is in Default of this Agreement with respect to such
phase and Developer fails to cure such Default within the time set forth in Section 501 hereof,
including without limitation if Developer assigns or attempts to assign this Agreement or any
rights therein or in the applicable phase in violation of this Agreement, one or more of the
closing conditions set forth in Section 203 for the applicable phase is not fuifilled by the
Developer or waived by the City on or before the Closing Deadline for Phase 1 or the Closing
Deadline for Phase 2, as applicable, or Developer fails to complete any items set forth in the
Schedule of Performance for such phase prior to the time set forth therein (as such times may be
extended with City approval); then, without limiting any other rights or remedies of the City, the
City shall have the right, at its election, to enter and take possession of the applicable phase, with
all improvements thereon, and vest title to such phase in the City by foreclosing on the Developer
Deed of Trust for such phase.

504. Entry and Vesting of Title in City Prior to Completion of Construction.

504.1 Right of Entry. In additional to all other rights and remedies the City may
have at law or in equity, the City has the right, at its election, to enter and take possession of
Phase 1 or Phase 2, including all improvements thereon, and vest title to such phase in the City
by foreclosing on the Developer Deed of Trust for such phase, if after the applicable Closing,
Developer:

(a) fails to start the construction of the Improvements for such phase as
required by this Agreement for a period of thirty (30) days after written notice thereof
from the City (unless otherwise extended with City approval); or

(b)  abandons or substantially suspends construction of the Improvements for
such phase required by this Agreement for a period of thirty (30) days after written notice
thereof from City (unless otherwise extended with City approval); or

(c)  transfers or suffers any involuntary transfer of such phase or any part
thereof in violation of contrary to the provisions of Section 603 or any other section of
this Agreement.

504.2 Limitations on Right of Entry. Such right to enter and vest shall be subject
to and be limited by and shall not defeat, render invalid or limit any mortgage or deed of trust
permitted by this Agreement that is senior to the Developer Deed of Trust for such phase.

505. Acceptance of Service of Process. In the event that any legal action is
commenced by Developer against the City, service of process on the City shall be made by
personal service upon the City Manager or in such other manner as may be provided by law. In
the event that any legal action is commenced by the City against Developer, service of process on
Developer shall be made by personal service upon Developer or in such other manner as may be
provided by law.
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506. Rights and Remedies are Cumulative. Except as otherwise expressly stated in this
Agreement, the rights and remedies of the parties are cumulative, and the exercise by either party

of one or more of such rights or remedies shall not preclude the exercise by it, at the same or
different times, of any other rights or remedies for the same default or any other default by the

other party.

507. Inaction Not a Waiver of Default. Any failures or delays by either party in
asserting any of its rights and remedies as to any Default shall not operate as a waiver of any
Default or of any such rights or remedies, or deprive either such party of its right to institute and
maintain any actions or proceedings which it may deem necessary to protect, assert or enforce
any such rights or remedies shall govern the interpretation and enforcement of this Agreement.

600. General Provisions.

601. Notices, Demands and Communications Between the Parties. Any approval,

disapproval, demand, document or other notice (“Notice™) which either party may desire to give
to the other party under this Agreement must be in writing and may be given by any
commercially acceptable means to the party to whom the Notice is directed at the address of the
party as set forth below, or at any other address as that party may later designate by Notice.

To City: City of San Marcos
Attn. City Manager
1 Civic Center Drive
San Marcos, CA 92069

To Developer: El Dorado 11, LP
c/o OHDC El Dorado, LLC
Attn. Eunice Bobert
414 E. Chapman Avenue
Orange, CA 92866

Copy to: C&C El Dorado, LLC
Attn. Todd Cottle
14211 Yorba St., Ste. 200
Tustin, CA 92780

Any written notice, demand or communication shall be deemed received immediately if
delivered by hand and shall be deemed received on the third day from the date it is postmarked if
delivered by registered or certified mail.

602. Enforced Delay; Extension of Times of Performance. In addition to specific

provisions of this Agreement, performance by either party hereunder shall not be deemed to be in
Default, and all performance and other dates specified in this Agreement shall be extended,
where delays or Defaults are due to: war; insurrection; strikes: lockouts; riots; floods;
earthquakes; fires; casualties; acts of God, acts of the public enemy; epidemics; quarantine
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restrictions; freight embargoes; lack of transportation; governmental restrictions or priority;
litigation; unusually severe weather; acts or omissions of the other party; or any other causes
beyond the control and without the fault of the party claiming an extension of time to perform.
Notwithstanding anything to the contrary in this Agreement, an extension of time for any such
cause shall be for the period of the delay and shall commence to run from the time of the
commencement of the cause, if notice by the party claiming such extension is sent to the other
party within five (5) days of the commencement of the cause. Times of performance under this
Agreement may also be extended in writing by the mutual agreement of the City Manager and
Developer.

603. Transfers of Interest in Site or Agreement.

603.1 Prohibition. The qualifications and identity of Developer are of particular
concern to the City. It is because of those qualifications and identity that the City has entered
into this Agreement with Developer. For the period commencing upon the date of this
Agreement and during the fifty five (55) year terms of the Declarations, no voluntary or
involuntary successor in interest of Developer shall acquire any rights or powers under this
Agreement, nor shall Developer make any total or partial sale, transfer, conveyance, assignment,
subdivision, refinancing or lease of the whole or any part of the Site or the Improvements thereon
without prior written approval of the City, except as expressly set forth herein. Any proposed
total or partial sale, transfer, conveyance, assignment, subdivision, refinancing or lease of the
whole or any part of the Site or the Improvements, other than those permitted in Section 603.2,
will entitle the City to its right of reentry and revesting as set forth in Section 504 hereof. For the
reasons cited above, Developer represents and agrees for itself, each partner and any successor in
interest of itself that prior to issuance by the City of the Release of Construction Covenants for
each phase and without the prior written approval of the City, there shall be no significant change
in the ownership of Developer or in the relative proportions thereof, or with respect to the
identity of the parties in control of Developer or the degree thereof, by any method or means;
provided, however, that a change in one or more constituent partners of Developer is permitted
s0 long as Developer remains controlled as to day to day matters by one of the general partners of
Developer as of the date of this Agreement. Developer shall promptly notify the City of any and
all changes whatsoever in the identity of the parties in control of Developer or the degree thereof,
of which it or any of its officers have been notified or otherwise have knowledge or information.
Any significant change (voluntary or involuntary) in membership, management or control, of
Developer or its associates (other than such changes occasioned by the death or incapacity of any
individual) shall be a Default.

603.2 Permitted Transfers. Notwithstanding any other provision of this
Agreement to the contrary, City approval of an assignment of this Agreement or conveyance of
the Site or Improvements, or any part thereof, will be granted in connection with any of the
following, subject to City and Developer executing appropriate documents of transfer which
contain any exceptions or reservation of rights permitted under this Agreement:

(a) the leasing of one or more Affordable Units to an occupant in compliance
with the Declaration;

37



(b)  transfer of this Agreement and each of Phase 1 and Phase 2 to a limited
partnership in which Developer or its affiliate is a general partner, and the transferee
entity executes an agreement reasonably acceptable to the City assuming all of the
Developer’s obligations under this Agreement with respect to Phase 1 or Phase 2, as
applicable.

(c)  transfer of up to a Ninety-Nine and Ninety Nine Hundredths Percent
(99.99%) limited interest in limited partnership referenced in (b) above to a tax credit
investor partner in connection with the tax credit syndication,

(d)  transfer by the tax credit investor partner of its interest in limited
partnership referenced in (b) above to an entity in which the tax credit investor partner or
its affiliate manages and controls, directly or indirectly, the management decisions of
such entity in connection with the tax credit syndication;

(¢)  Devcloper granting an option to purchase Phase 1 or Phase 2, as
applicable, after the expiration of the 15-year tax credit compliance period to an entity in
which Developer or its affiliate manages and controls, directly or indirectly, the
management decisions of such entity, provided that any such option shall be subject and
subordinate to the City’s Options;

(D) the conveyance or dedication of any portion of the Site to the City or other
appropriate governmental agency, or the granting of easements or permits to facilitate
construction of the Improvements (as defined herein);

(g)  any requested assignment for financing purposes (subject to such financing
being reasonably approved by City), including the grant of a deed of trust to secure the
funds necessary for construction of the Improvements for the applicable phase;

(h) any deed of trust or related document recorded against the Site in
connection with financing approved by the City pursuant to Section 312 or otherwise
reasonably approved by the Successor Agency, including any refinancing of previously
approved financings;

(i) any transfer directly resulting from the foreclosure of a deed of trust
permitted under subsection (h); or

()] in the event all of general partners of the Developer are removed by the
investor limited partner of the Developer for cause following default under the
Developer’s partnership agreement, the Successor Agency hereby approves the transfer of
the general partners’ interests to a 501(c)(3) tax exempt nonprofit corporation and/or an
affiliate of the investor limited partner of the Developer selected by the investor limited
partner of the Developer and approved by the Successor Agency, which approval shall
not be unreasonably withheld, conditioned or delayed.
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603.3 Successors and Assigns. All of the terms, covenants and conditions of this
Agreement shall be binding upon Developer and its permitted successors and assigns. Whenever
the term “Developer” is used in this Agreement, such term shall include any other permitted
successors and assigns as herein provided.

603.4 Assignment by City. The City may assign or transfer this Agreement in its
entirety, or any of its rights or obligations hereunder.

604. Non-Liability of Officials and Emplovees of City. No member, official or
employee of the City shall be personally liable to Developer, or any successor in interest, in the
event of any Default or breach of this Agreement or for any amount which may become due to
Developer or its successors, or on any obligations under the terms of this Agreement.

605. Relationship Between City and Developer. It is hereby acknowledged that the

relationship between the City and Developer is that of independent contractors and not that of a
partnership or joint venture and that the City and Developer shall not be deemed or construed for
any purpose to be the agent of the other. Accordingly, except as expressly provided herein, the
City shall have no rights, powers, duties or obligations with respect to the operation, maintenance
or management of the Improvements. Developer agrees to indemnify, hold harmless and defend
the City from any claim made against the City arising from a claimed relationship of partnership
or joint venture between the City and Developer. It is the intent of the Developer and City that
the Developer will assign its rights in this Agreement to two (2) limited partnerships, one which
will develop Phase 1 and another which will develop Phase 2, as set forth in Section 603.2(b),
below. This Section 605 shall apply with respect to each of those two (2) limited partnerships
only with respect to the phase that such limited partnership is developing, i.e., the limited
partnership that develops Phase 1 shall not have any indemnification obligations with respect to
Phase 2 and the limited partnership that develops Phase 2 shall not have any indemnification
obligations with respect to Phase 1.

606. City Approvals and Actions. Whenever a reference is made herein to an action or
approval to be undertaken by the City, the City Manager or his or her designee is authorized to
act on behalf of the City, unless specifically provided otherwise.

607. Counterparts. This Agreement may be signed in multiple counterparts which,
when signed by all parties, shall constitute a binding agreement.

608. Integration. This Agreement contains the entire understanding between the parties
relating to the subject matter of this Agreement. All prior or contemporaneous agreements,
understandings, representations and statements, oral and written, are merged in this Agreement
and shall be of no further force or effect. Each party is entering this Agreement based solely
upon the representations set forth herein and upon each party’s own independent investigation of
any and all facts such party deems material.
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609. No Real Estate Brokerage Commigsions. The City and Developer each represent
and warrant to the other that no broker or finder is entitled to any commission or finder’s fee in
connection with Developer’s acquisition of the City Property from the City. The City and
Developer each agrees to defend and hold harmless the other from any claim by any broker, agent
or finder with respect to Site.

610. Attorneys’ Fees. The parties agree that the prevailing party in litigation for the
breach and/or interpretation and/or enforcement of the terms of this Agreement shall be entitled
to their expert witness fees, if any, as part of their costs of suit, and reasonable attorneys’ fees as
may be awarded by the court, pursuant to California Code of Civil Procedure (“CCP”) Section
1033.5 and any other applicable provisions of California law, including, without limitation, the
provisions of CCP Section 998. In addition, in the event Developer requests any future
amendments to this Agreement or any further agreements, documents or instruments are to be
executed by the City, the Developer shall pay any and all attorneys’ fees incurred by the City
with respect to the same,

611. Titles and Captions. Titles and captions are for convenience of reference only and
do not define, describe or limit the scope or the intent of this Agreement or of any of its terms.
References to section numbers are to sections in this Agreement, unless expressly stated

otherwise.

612. Interpretation. As used in this Agreement, masculine, feminine or neuter gender
and the singular or plural number shall be deemed to include the others where and when the
context so dictates. The word “including” shall be construed as if followed by the words
“without limitation.” This Agreement shall be interpreted as though prepared jointly by both
parties.

613. No Waiver. A waiver by either party of a breach of any of the covenants,
conditions or agreements under this Agreement to be performed by the other party shall not be
construed as a waiver of any succeeding breach of the same or other covenants, agreements,
restrictions or conditions of this Agreement.

614. Modifications. Any amendment, alteration, change or modification of or to this
Agreement, in order to become effective, shall be made in writing and in each instance signed by
the Developer and the City (any amendment, alteration, change or modification of this
Agreement on behalf of the City, including without limitation changes to the economic terms of
this Agreement and its exhibits, shall be made by the City Manager in the City Manager’s sole
discretion).

615. Severability. If any term, provision, condition or covenant of this Agreement or
its application to any party or circurnstances shall be held, to any extent, invalid or
unenforceable, the remainder of this Agreement, or the application of the term, provision,
condition or covenant to persons or circumstances other than those as to whom or which it is held
invalid or unenforceable, shall not be affected, and shall be valid and enforceable to the fullest
extent permitted by law.
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616. Computation of Time. The time in which any act is to be done under this
Agreement is computed by excluding the first day (such as the day escrow opens), and including
the last day, unless the last day is a holiday or Saturday or Sunday, and then that day is also
excluded. The term “holiday” shall mean all holidays as specified in Section 6700 and 6701 of
the California Government Code. If any act is to be done by a particular time during a day, that
time shall be Pacific Time.

617. Legal Advice. Each party represents and warrants to the other the following: they
have carefully read this Agreement, and in signing this Agreement, they do so with full
knowledge of any right which they may have; they have received independent legal advice from
their respective legal counsel as to the matters set forth in this Agreement, or have knowingly
chosen not to consult legal counsel as to the matters set forth in this Agreement; and, they have
freely signed this Agreement without any reliance upon any agreement, promise, statement or
representation by or on behalf of the other party, or their respective agents, employees, or
attorneys, except as specifically set forth in this Agreement, and without duress or coercion,
whether economic or otherwise.

618. Time of Essence. Time is expressly made of the essence with respect to the
performance by the City and Developer of each and every obligation and condition of this
Agreement.

619. Cooperation. Each party agrees to cooperate with the other in this transaction and,
in that regard, to sign any and all documents which may be reasonably necessary, helpful, or
appropriate to carry out the purposes and intent of this Agreement including, but not limited to,
releases or additional agreements.

620. Conflicts of Interest. No member, official or employee of the City shall have any
personal interest, direct or indirect, in this Agreement, nor shall any such member, official or
employee participate in any decision relating to the Agreement which affects his personal
interests or the interests of any corporation, partnership or association in which he is directly or
indirectly interested.

621. Exhibits and Recitals Incorporated. All exhibits referred to in this Agreement are
hereby incorporated in this Agreement by this reference, regardless of whether or not the exhibits
are actually attached to this Agreement. The recitals to this Agreement are hereby incorporated
in this Agreement by this reference.

622. Applicable Law. The laws of the State of California shall govern the
interpretation and enforcement of this Agreement.
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623.  Authority to Sign. All individuals signing this Agreement for a party which is a
corporation, limited liability company, partnership or other legal entity, or signing under a power
of attorney, or as a trustee, guardian, conservator, or in any other legal capacity, covenant to the
City that they have the necessary capacity and authority to act for, sign and bind the respective
entity or principal on whose behalf they are signing.

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be
executed as of the date first written above.

City:
City of San Marcos

By:

Jack Griffin, City Manager

APPROVED AS TO FORM:
Christensen & Spath LLP

[SIGNATURES CONTINUED ON FOLLOWING PAGE]
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DEVELOPER:
El Dorado II, LP, a California limited partnership

By:OHDC El Dorado, LLC, a California limited liability company
Its: Managing General Partner

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

By:
Eunice Bobert, CEQ

By: C&C El Dorado, LLC, a California limited lability company
Its: Developer General Partner

By:
Todd R. Cottle, Member

By:  The Cottle Family Trust Dated 3/8/87
Itss  Member

By:

Barry A. Cottle, Trustee
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Exhibit A-1
Developer Property Legal Description

All that certain real property located in the City of San Marcos, County of San Diego, State of
California, more particularly described as follows:

PARCEL B:

THAT PORTION OF LOT 2, IN BLOCK 50 OF RANCHO LOS VALLECITOS DE SAN MARCOS, IN THE
CITY OF SAN MARCOS, COUNTY OF SAN DIEGO, STATE OF CALIFORNIA, ACCORDING TO MAP
NO. 8086, FILED IN THE OFFICE OF THE COUNTY RECORDER OF SAN DIEGO COUNTY,
DECEMBER 21, 1985, DESCRIBED AS FOLLOWS:

BEGINNING AT THE SOUTHEAST CORNER OF SAID LOT 2; THENCE NORTHERLY ALONG THE
EASTERLY LINE OF SAID LOT, 150 FEET; THENCE WESTERLY PARALLEL WITH THE SOUTHERLY
LINE OF SAID LOT, A DISTANCE OF 120 FEET TO A POINT; THENCE SOUTHERLY PARALLEL
WITH THE EASTERLY LINE OF SAID LOT; A DISTANCE OF 140 FEET TO A POINT IN THE
SOUTHERLY LINE OF SAID LOT; THENCE EASTERLY ALONG SAID SOUTHERLY LINE, A
DISTANCE OF 120 FEET TO THE POINT OF BEGINNING.

APN: 220-100-08

PARCEL C:

THAT PORTION OF THE EASTERLY HALF OF LOT 2 IN BLOCK 50 OF RANCHO LOS VALLECITOS
DE SAN MARCOS, IN THE CITY OF SAN MARCOS, COUNTY OF SAN DIEGO, STATE OF
CALIFORNIA, ACCORDING TO MAP THEREOF NO. 806, FILED IN THE OFFICE OF THE COUNTY
RECORDER OF SAN DIEGO COUNTY, DECEMBER 21, 1895, DESCRIBED AS FOLLOWS:

BEGINNING AT THE SOUTHEASTERLY CORNER OF SAID LOT 2; THENCE WESTERLY ALONG
THE SOUTHERLY LINE OF SAID LOT 2, A DISTANCE OF 120.00 FEET TO THE TRUE POINT OF
BEGINNING; THENCE CONTINUING WESTERLY ALONG SAID SOUTHERLY LINE TO A POINT
DISTANT THEREON 150.00 FEET EASTERLY FROM THE SOUTHWESTERLY CORNER OF THE
EASTERLY HALF OF SAID LOT; THENCE NORTHERLY PARALLEL WITH THE EASTERLY LINE OF
SAID LOT, A DISTANCE OF 140.00 FEET; THENCE EASTERLY PARALLEL WITH THE SOUTHERLY
LINE OF SAID LOT TO AN INTERSECTION WITH A LINE WHICH IS PARALLEL WITH AND DISTANT
120.00 FEET WESTERLY, MEASURED ALONG THE SOUTHERLY LINE OF SAID LOT FROM THE
EASTERLY LINE OF SAID LOT; THENCE SOUTHERLY PARALLEL WITH THE EASTERLY LINE OF
SAID LOT 2 A DISTANCE OF 140.00 FEET TO THE TRUE POINT OF BEGINNING.

APN: 220-100-09
PARCEL D:
PARCEL D-1:

THAT PORTION OF THE EASTERLY HALF OF LOT 2 IN BLOCK 50 OF RANCHO LOS VALLECITOS
DE SAN MARCOS, IN THE CITY OF SAN MARCOS, COUNTY OF SAN DIEGO, STATE OF
CALIFORNIA, ACCORDING TO MAP THEREOF NO. 808, FILED IN THE OFFICE OF THE COUNTY
RECORDER OF SAN DIEGO COUNTY ON DECEMBER 21, 1895, DESCRIBED AS FOLLOWS:

BEGINNING AT THE SOUTHWESTERLY CORNER OF THE EASTERLY HALF OF LOT 2; THENCE
EASTERLY ALONG THE SOUTHERLY LINE OF SAID LOT, A DISTANCE OF 60.00 FEET TO THE
TRUE POINT OF BEGINNING; THENCE CONTINUING EASTERLY ALONG SAID SOUTHERLY LINE A
DISTANCE OF 90.00 FEET;



THENCE NORTHERLY PARALLEL WITH THE EASTERLY LINE OF SAID LOT A DISTANCE OF 140.00
FEET;

THENCE WESTERLY PARALLEL WITH THE SOUTHERLY LINE OF SAID LOT, A DISTANCE OF 90.00
FEET;

THENCE SOUTHERLY PARALLEL WITH THE EASTERLY LINE OF SAID LOT, A DISTANCE OF
140.00 FEET TO THE TRUE POINT OF BEGINNING.

PARCEL D-2:

THE SOUTHERLY 140 FEET OF THE WESTERLY 30 FEET OF THE EASTERLY ONE-HALF OF LOT 2
IN BLOCK 50 OF RANCHO LOS VALLECITOS DE SAN MARCOS, IN THE CITY OF SAN MARCOS,
COUNTY OF SAN DIEGO, STATE OF CALIFORNIA, ACCORDING TO MAP THEREOQF NO. 806, FILED
IN THE OFFICE OF THE COUNTY RECORDER OF SAN DIEGO COUNTY, DECEMBER 21, 1895,

PARCEL D-3:

THAT PORTION OF THE EASTERLY HALF OF LOT 2 IN BLOCK 50 OF RANCHO LOS VALLECITOS
DE SAN MARCOS, IN THE CITY OF SAN MARCOS, COUNTY OF SAN DIEGO, STATE OF
CALIFORNIA, ACCORDING TO MAP THEREOF NO. 806, FILED IN THE OFFICE OF THE COUNTY
RECORDER OF SAN DIEGO COUNTY, DECEMBER 31, 1895, DESCRIBED AS FOLLOWS:

BEGINNING AT THE SOUTHWESTERLY CORNER OF SAID EASTERLY HALF OF LOT 2; THENCE
EASTERLY ALONG THE SOUTHERLY LINE OF SAID LOT, A DISTANCE OF 60.00 FEET TO THE
SOUTHWESTERLY CORNER OF LAND DESCRIBED IN DEED TO RALPH W. MEYER, ET UX,
RECORDED NOVEMBER 16, 1864 AS INSTRUMENT NO. 207879; THENCE NORTHERLY ALONG
THE WESTERLY BOUNDARY OF SAID LAND, BEING PARALLEL WITH THE EASTERLY LINE OF
SAID LOT 2, A DISTANCE OF 140.00 FEET TO THE NORTHWESTERLY CORNER OF SAID MEYER'S
LAND; THENCE WESTERLY ALONG THE WESTERLY PROLONGATION OF THE NORTHERLY LINE
OF SAID MEYER'S LAND, BEING PARALLEL WITH THE SOUTHERLY LINE OF SAID LOT 2, A
DISTANCE OF 60.00 FEET TO THE WESTERLY LINE OF SAID EASTERLY HALF OF LOT 2; THENCE
SOUTHERLY ALONG SAID WESTERLY LINE, 140.00 FEET TO THE POINT OF BEGINNING.

EXCEPTING THEREFROM THE WESTERLY 30.00 FEET.
APN: 220-100-10; 220-100-12; 220-100-56
PARCEL E:

THE SOUTHERLY 140 FEET OF THE EASTERLY 120 FEET OF THE WESTERLY HALF OF LOT 2 IN
BLOCK 50 OF THE RANCHO LOS VALLECITOS DE MARCOS, IN THE COUNTY OF SAN DIEGO,
STATE OF CALIFORNIA, ACCORDING TO MAP NO. 806, FILED IN THE OFFICE OF THE COUNTY
RECORDER OF SAID SAN DIEGO COUNTY, DECEMBER 21, 1895, SAID DISTANCES BEING
MEASURED PARALLEL TO THE SOUTHERLY AND WESTERLY LINES OF SAID LOT.

APN: 220-100-14
PARCEL F:

THE WESTERLY 35 FEET OF THE EASTERLY 155 FEET OF THE SOUTHERLY 140 FEET, ALL
DIMENSIONS BEING MEASURED AT RIGHT ANGLES, OF THE WESTERLY ONE-HALF OF LOT 2 IN
BLOCK 50 OF THE RANCHO LOS VALLECITOS DE SAN MARCOS, IN THE CITY OF SAN MARCOS,
COUNTY OF SAN DIEGO, STATE OF CALIFORNIA, ACCORDING TO MAP THEREOF NO. 8086, FILED
IN THE OFFICE OF THE COUNTY RECORDER OF SAN DIEGO COUNTY ON DECEMBER 21, 1895.



APN: 220-100-29
PARCEL G:

THAT PORTION OF THE WESTERLY HALF OF LOT 2, BLOCK 50, RANCHO LOS VALLECITOS DE
SAN MARCOS, IN THE CITY OF SAN MARCOS, COUNTY OF SAN DIEGQ, STATE OF CALIFORNIA,
ACCORDING TO MAP THEREOF NO. 806, FILED IN THE OFFICE OF THE COUNTY RECORDER OF
SAN DIEGO COUNTY, DE 21, 1895, DESCRIBED AS FOLLOWS:

COMMENCING AT THE SOUTHWESTERLY CORNER OF SAID LOT 2; THENCE NORTHERLY
ALONG THE WESTERLY LINE THEREOF TO THE NORTHERLY LINE OF THE SOUTHERLY 140.00
FEET MEASURED AT RIGHT ANGLES FROM THE SOUTHERLY LINE OF SAID LOT 2, BEING ALSO
THE TRUE POINT OF BEGINNING; THENCE EASTERLY ALONG SAID NORTHERLY LINE BEING
PARALLEL WITH SAID SOUTHERLY LINE OF SAID LOT 2, A DISTANCE OF 167.50 FEET; THENCE
NORTHERLY ALONG A LINE WHICH IS PARALLEL WITH THE WESTERLY LINE OF SAID LOT 2 TO
THE SOUTHERLY LINE OF RICHMAR AVENUE, ALSO KNOWN AS RICHLAND AVENUE, AS
DESCRIBED IN THE DEED TO SAID CITY, RECORDED JULY 2, 1964 AS INSTRUMENT NO. 119388
OF OFFICIAL RECORDS; THENCE WESTERLY ALONG SAID SOUTHERLY LINE OF SAID AVENUE
TO THE EASTERLY LINE OF THE WESTERLY 160.00 FEET OF SAID LOT 2; THENCE NORTHERLY
ALONG THE NORTHERLY PROLONGATION OF SAID EASTERLY LINE TO THE SOUTHERLY LINE
OF THE NORTHERLY 861.00 FEET OF SAID LOT 2; THENCE WESTERLY ALONG SAID
SOUTHERLY LINE TO THE WESTERLY LINE OF SAID LOT 2; THENCE SOUTHERLY ALONG SAID
WESTERLY LINE TO THE TRUE POINT OF BEGINNING.

APN: 220-100-64; 220-100-63
PARCEL H:

THAT PORTION OF LOT 2 IN BLOCK 50 OF THE RANCHOS LOS VALLECITOS DE SAN MARCOS, IN
THE CITY OF SAN MARCOS, COUNTY OF SAN DIEGO, STATE OF CALIFORNIA, ACCORDING TO
MAP THEREOF NO. 806, FILED IN THE OFFICE OF THE COUNTY RECORDER OF SAN DIEGO
COUNTY ON DECEMBER 21, 1895.

BEGINNING AT THE SOUTHWESTERLY CORNER OF SAID LOT 2; THENCE SOUTH 72° 55' EAST,
167.50 FEET; THENCE NORTH 6° 41’ EAST, 162.67 FEET TO POINT “A”; THENCE NORTH 9° 55'
EAST TO THE SOUTHERLY LINE OF NORTHERLY, 890 FEET OF SAID LOT 2 AND THE TRUE
POINT OF BEGINNING; THENCE NORTH 9° 55' EAST TO A POINT WHICH BEARS NORTH 9° 55'
EAST, 275.32 FEET TO POINT “A”; THENCE SOUTH 74° 24' 20" EAST, 181.33 FEET TO THE
EASTERLY LINE OF THE WESTERLY 30 FEET OF THE EASTERLY HALF OF LOT 2; THENCE
SOUTHERLY ALONG SAID LINE TO SOUTHERLY LINE OF THE NORTHERLY 1012 FEET OF SAID
EASTERLY HALF OF LOT 2; THENCE WESTERLY ALONG SAID LINE TO THE EASTERLY LINE OF
THE WESTERLY HALF OF SAID LOT; THENCE SOUTHERLY ALONG SAID LINE TO THE
NORTHERLY LINE OF THE SOUTHERLY 140 FEET OF SAID LOT; THENCE NORTHWESTERLY
ALONG SAID LINE TO THE WESTERLY LINE OF THE EASTERLY 155 FEET OF THE WESTERLY
HALF OF SAID LOT; THENCE SOUTHERLY ALONG SAID LINE TO THE SOUTHERLY LINE OF LOT
2; THENCE NORTHWESTERLY ALONG SAID LINE TO THE WESTERLY LINE OF THE EASTERLY
165 FEET OF SAID WESTERLY HALF; THENCE NORTHERLY ALONG SAID LINE TO SOUTHERLY
LINE OF THE NORTHERLY 890 FEET OF SAID LOT; THENCE EASTERLY ALONG SAID LINE TO
THE TRUE POINT OF BEGINNING.

EXCEPTING THEREFROM ALL THAT PORTION THEREOF LYING NORTHERLY OF THE CENTER
LINE OF RICHMAR AVENUE (FORMERLY RICHLAND ROAD), AS DESCRIBED IN DEED TO THE
CITY OF SAN MARCOS, RECORDED AUGUST 31, 1964 AS INSTRUMENT NO. 158742, SERIES 5,
BOOK 1964 OF OFFICIAL RECORDS.



APN: 220-100-66; 220-100-67 (PORTION)

PARCEL I

ALL THAT PORTION OF THE WEST 30.00 FEET OF THE EAST HALF OF LOT 2 IN BLOCK 50 OF
THE RANCHO LOS VALLECITOS DE SAN MARCOS, IN THE CITY OF SAN MARCOS, COUNTY OF
SAN DIEGO, STATE OF CALIFORNIA, ACCORDING TO MAP THEREOF NO. 808, FILED IN THE
OFFICE OF THE COUNTY RECORDER OF SAN DIEGO COUNTY ON DECEMBER 21, 1895, LYING
SOUTHERLY OF THE CENTER LINE OF RICHMAR AVENUE (FORMERLY RICHLAND ROAD), AS
DESCRIBED IN DEED TO THE CITY OF SAN MARCOS, RECORDED AUGUST 31, 1964 AS
INSTRUMENT NO. 158742, SERIES 5, BOOK 1964 OF OFFICIAL RECORDS.

EXCEPTING THEREFROM THE SOUTH 140.00 FEET THEREOQF.
APN: 220-100-67



Exhibit A-2
OHDC Property Legal Description

All that certain real property located in the City of San Marcos, County of San Diego, State of
California, more particularly described as follows:

PARCEL J:

THAT PORTION OF THE EASTERLY HALF OF LOT 2 IN BLOCK 50 OF RANCHO LOS VALLECITOS
DE SAN MARCOS, IN THE CITY OF SAN MARCOS, COUNTY OF SAN DIEGO, STATE OF
CALIFORNIA, ACCORDING TO MAP THEREOF NO. 806, FILED IN THE OFFICE OF THE COUNTY
RECORDER OF SAN DIEGO COUNTY, DECEMBER 21, 1895, DESCRIBED AS FOLLOWS:

BEGINNING AT THE SOUTHWESTERLY CORNER OF THE EASTERLY HALF OF LOT 2: THENCE
EASTERLY ALONG THE SOUTHERLY LINE OF SAID LOT, A DISTANCE OF 150.00 FEET; THENCE
NORTHERLY PARALLEL WITH THE EASTERLY LINE OF SAID LOT, A DISTANCE OF 160.00 FEET
TO THE TRUE POINT OF BEGINNING; THEN CONTINUING NORTHERLY PARALLEL WITH THE
EASTERLY LINE OF SAID LOT, A DISTANCE OF 149.00 FEET TO THE SOUTHEAST CORNER OF
LAND CONVEYED TO CARL F. MOUNTS AND JANE H. MOUNTS, BY DEED RECORDED
NOVEMBER 8, 1950 IN BOOK 3853, PAGE 26 OF OFFICIAL RECORDS; THENCE WESTERLY
PARALLEL WITH THE SOUTHERLY LINE OF SAID LOT, A DISTANCE OF 150.00 FEET TO

A POINT IN THE WESTERLY LINE OF THE EASTERLY HALF OF LOT 2; THENCE SOUTHERLY
ALONG SAID WESTERLY LINE OF SAID EASTERLY HALF OF LOT 2, A DISTANCE OF 149.00 FEET:
THENCE EASTERLY IN A STRAIGHT LINE OF 150.00 FEET, MORE OR LESS, TO THE TRUE POINT
OF BEGINNING.

EXCEPTING THEREFROM THE WEST 30.00 FEET.

APN: 220-100-62



Exhibit A-3
City Property Legal Description

All that certain real property located in the City of San Marcos, County of San Diego, State of
California, more particularly described as follows:

PARCEL A:

THAT PORTION OF THE EASTERLY HALF OF LOT 2 IN BLOCK 50 OF RANCHO LOS VALLECITOS
DE SAN MARCOS, IN THE CITY OF SAN MARCOS, COUNTY OF SAN DIEGO, STATE OF
CALIFORNIA, ACCORDING TO MAP THEREOF NO. 806, FILED IN THE OFFICE OF THE COUNTY
RECORDER OF SAN DIEGO COUNTY, DECEMBER 21, 1895, DESCRIBED AS FOLLOWS:

BEGINNING AT A POINT IN THE EASTERLY LINE OF SAID LOT 2, DISTANT THEREON 200.00 FEET
SOUTHERLY FROM THE NORTHEAST CORNER OF SAID LOT; THENCE SOUTHERLY ALONG THE
EASTERLY LINE MENTIONED TO THE SOUTHEAST CORNER OF SAID LOT 2; THENCE WESTERLY
ALONG THE SOUTHERLY LINE OF SAID LOT TO A POINT DISTANT THEREON 150.00 FEET
EASTERLY FROM THE SOUTHWEST CORNER OF THE EASTERLY HALF OF SAID LOT; THENCE
NORTHERLY PARALLEL WITH THE EASTERLY LINE OF SAID LOT TO AN INTERSECTION WITH A
LINE WHICH IS PARALLEL WITH AND DISTANT 200.00 FEET SOUTHERLY FROM THE NORTHERLY
LINE OF SAID LOT, SAID 200.00 FEET BEING MEASURED ALONG THE EASTERLY LINE QF SAID
LOT; THENCE EASTERLY ALONG SAID PARALLEL LINE TO THE POINT OF BEGINNING.

EXCEPTING THEREFROM THAT PORTION LYING NORTHERLY OF THE FOLLOWING DESCRIBED
BOUNDARY LINES:

BEGINNING AT A POINT ON THE EASTERLY LINE OF SAID LOT 2, DISTANT THEREON NORTH 05°
34' 30" EAST, 279.99 FEET FROM THE SOUTHEAST CORNER OF SAID LOT 2; THENCE AT RIGHT
ANGLES NORTH 84° 25' 30" WEST, 15.00 FEET; THENCE PARALLEL WITH SAID WESTERLY LINE
OF EAST SAN MARCOS NORTH 05° 34' 30" EAST, 10.00 FEET TO THE BEGINNING OF A 25.00
FOOT RADIUS TANGENT CURVE CONCAVE SOUTHWESTERLY; THENCE NORTHWESTERLY
ALONG THE ARC OF SAID CURVE THROUGH A CENTRAL ANGLE OF 79° 44' 45", A DISTANCE OF
34.80 FEET; THENCE TANGENT TO SAID CURVE NORTH 74° 10' 15" WEST TO THE WESTERLY
LINE OF THE FIRST HEREINABOVE DESCRIBED LAND.

ALSO EXCEPTING THEREFROM THAT PORTION LYING SOUTHERLY OF A LINE DRAWN
PARALLEL WITH THE SOUTHERLY LINE OF SAID LOT FROM A POINT IN THE EASTERLY LINE OF
SAID LOT, DISTANT THEREON 140.00 FEET NORTHERLY FROM THE SOUTHEAST CORNER OF
SAID LOT.

APN: 220-100-58-00
PARCEL K:

THAT PORTION OF THE EASTERLY HALF OF LOT 2 IN BLOCK 50 OF RANCHO LOS VALLECITOS
DE SAN MARCOS, ACCORDING TO THE MAP THERECOF NO. 806, FILED IN THE OFFICE OF THE
RECORDER OF THE COUNTY OF SAN DIEGO, DESCRIBED AS FOLLOWS:

COMMENCING AT THE SOUTHWESTERLY CORNER OF SAID EASTERLY HALF OF LOT 2; THENCE
EASTERLY ALONG THE SOUTHERLY LINE OF SAID LOT 2, A DISTANCE OF 60 FEET TO THE
SOUTHWESTERLY CORNER OF LAND DESCRIBED IN DEED TO CLIFFORD J. KLEVEN AND WIFE,
RECORDED SEPTEMBER 8, 1958 IN BOOK 4977 PAGE 403 OF OFFICIAL RECORDS, IN SAID
OFFICE OF THE COUNTY RECORDER; THENCE NORTHERLY ALONG THE WESTERLY LINE OF
SAID KLEVEN'S LAND, A DISTANCE OF 140 FEET TC THE NORTHWEST CORNER THEREOF, SAID



POINT ALSO BEING THE TRUE POINT OF BEGINNING; THENCE EASTERLY ALONG THE
NORTHERLY LINE OF SAID KLEVEN'S LAND, A DISTANCE OF 80 FEET TO THE NORTHEAST
CORNER THEREOF; THENCE NORTHERLY PARALLEL WITH THE EASTERLY LINE OF SAID LOT 2,
A DISTANCE OF 20 FEET TO THE SOUTHEASTERLY CORNER OF LAND DESCRIBED IN DEED TO
RICHARD F. HANLEY AND WIFE, RECORDED AUGUST 18, 1953 IN BOOK 4956 PAGE 373 OF SAID
OFFICIAL RECORDS; THENCE WESTERLY ALONG THE SOUTHERLY LINE OF SAID HANLEY'S
LAND 150 FEET TO A POINT IN THE WESTERLY LINE OF SAID EASTERLY HALF OF SAID LOT 2
DISTANT THEREON 149 FEET SOUTHERLY FROM THE SOUTHERLY LINE OF LAND DESCRIBED
IN DEED TO CARL F. MOUNTS AND JANE H. MOUNTS, RECORDED NOVEMBER 8, 1950 IN BOOK
3853 PAGE 26 OF SAID OFFICIAL RECORDS; THENCE SOUTHERLY ALONG SAID WESTERLY LINE
OF SAID EASTERLY HALF, A DISTANCE OF 20 FEET, MORE OR LESS, TO AN INTERSECTION
WITH THE WESTERLY PROLONGATION OF SAID NORTHERLY LINE OF KLEVEN'S LAND; THENCE
EASTERLY ALONG SAID WESTERLY PROLONGATION 60 FEET, MORE OR LESS, TO THE TRUE
POINT OF BEGINNING.

EXCEPTING THEREFROM THE WEST 30 FEET THEREOF.



Exhibit B
Schedule of Performance

Schedule is based on notional March and July CTCAC 9% LIHTC award

Notional March Application (2015 is used for illustrative purposes only)

Mar 2015 Application at TCAC for 9% LIHTC
June 2015 9% LIHTC award

Dec 2015 Commence construction

Mar 2017 Substantial completion

Spring 2017 Residential lease-up

Notional July Application (2015 is used for illustrative purposes only)
July 2015 Application at TCAC for 9% LIHTC
Sept 2015 9% LIHTC award

Apr 2016 Commence construction

Sept 2017 Substantial completion

Fall 2017 Residential lease-up



Exhibit C

Project Proforma
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|El Dorado Apartments - Phase I ] Aapazore
OHBC/CAC Developmant Revised; W189/2014
Varsion: Praliminary Anal,gls - 76 wnits

I DEVELOPMENT BUDGET ]

Tex Cradit Eligible

Depreciabls Nen - Acquisition  Consruction
Fotel Project Cowts Amortize Expanas; Baals  /Rehab Buwis
Land (Existing EI Dorada Bldg) $781,030 40 $761,030 §0
Lend (Exc, Exsting El Dorada Biog) $4,081,458 $0 $4,981,058 50
Ik, Owned Allsy $150,000 $0 $150,900 $0
Camoition $319,677 ] $319,677 °
Lagnl: Aoquisition $60,000 30 %60,000 30
$61,660 50 $61,660 §0
ulshich Closing Casts $30,833 30 $30,833 _$0___
Subtote] Acqulsiion 96,374,058 $0 50,374,658 0 o s0 )
Residantial Structures $7,581,000 £7,561,000 §7,581,000
Dffsite Trnprovements $30,633 $30,833 $30,833
Abatemant, Ske Werk 52,208,253 $2,073,870 $132,583 $2,073,670
Py/Solar $174,800 $174,800 $174,800
VWD Sewer Upgrada $800,000 $800,000 $800,000
Furnishinge Esecludad From Contract %$31,667 $31,667 $31,667
GC Ben, Aagu remants $164,891 3164,891 $164,991
GC Ovarhasd §494,574 $454,974 $454,979
Contractor Profit $279,954 $879,65¢ $379,954
Construcion Bonds Premiumn (Craeh Sond) $465,500 44E65,500 $4965,500
Bukdar's Risk & Linkilty Insurance $175,000 175,000 $17%5,000
vy WeillHek {SOGRE) $77,495 $77,495 §77,495
Sacurity During Prede -elopment/Construction $69,072 $64,071 $69,071
mporary Sarvices Puld by Owner 542,117 542,117 $42,117
onsiruction Cantingancy (7.3240) §831,451 $831,451 $531,451
Construction $14,025,105 | $13,292,523 $232;503 90 © T 913892,823
Develapmort Impact Feas $2,132,209 $2,132,20% $2,132, 209
Fass, CIt; Permikt b Plon Chack Fens $205,042 $205,d42 $205, DAz
F:::nnmllul Sur eys $92,477 $92,477 ¥92,477
Appralmal b Market Stud:- $31,867 $31,667 $31,667
IArchReciura! Danign & Supervisicn $544,667 ¥544,667 $504,667
Architsct Refmburenble Expanses $27,233 320,233 $27,233
ks Englnear $72,423 $72,833 $72,833
Relocslion $B4E, 667 %0 $B845,667 50 30
¥ Enginasring/Survey/Mapping $275,500 275,500 §275,500
i g Exp $15,428 $15438 $13,438
Dry Wity Conauklbant $20,207 $20,207 20,207
peciakty Inspection 425,004 $25,000 425,000
5. ndication Consuitmat $60,000 $0 $60,000 40
Lagel: Borrowars $147,500 $147,500 $147, 500
Lagal: Permanenk 420,000 0 %$20,000 30
Legak: Organkzalion of Partnership %$2,500 $0 $2,500 §0
Lagek Syndfcation 539,000 $0 $30,000 50
Chy Fean $58,773 $58.773 58,773
Title/Raconding, Escras: - Acquietion 77,102 o $77,102 L
wik g, EEcros« - C $30,000 $30,060 $30,000
Construction Laan Interest $547,643 $410,732 $1326,911 4419,732
W (loase-up, Adver Setup) $50,000 0 450,000 40
G Lendsr Irep $20,000 320,000 $20,000
H Buring Const "Operath $52,417 $29,313 $12,204 $39,353
Roal Ertats Taxen $370,000 $27;,500 $92,500 $277,500
App/Allocation - (Mont. Fas Balow) $74,701, $0 $78,7D1 $0
[Saft Cost Contingency $214,997 $214,997 $214,597
Investar Pue Dlifgance £54,000 50 $54,000 8
Audit;Cost Cortifientisn 45,000 $45,000 WE,000
Occupancy Moaltaring Fee $1,000 30 51,000 50
Developer Fee 1,000,000 $1.400,000 $420,000 $0 31,400,000
Eerhpotnl Soft Coste $7,048,6335 48,088,148  $14E87, 768 $101,204  $293,K18 0 58,086,148
COSTS DEFERRED UNTIL CONVERSION
0y EsCrow - F $2%,000 0 $20,000 50
arating Reswrve $229.500 $0 $229,400 0
TCAC Monkoring Fee $30,750 0 $30,750 5
CapRafred CFD Rasarve $200,000 50 3200,000 50
Ecrupaney Monitoring Fea (Set up) $L,000 50 $1,000 $0 |
[Subsbotel Daferrad Costs 401,280 50 429,500 151,750 20 0 $0
(EZNANCING COSTS
Conatr. Lender Orig. Fess £121,807 $121,80, 8121,807
Constr. Landar Expensa $50,000 $50,000 $60, 000
[Serirtatal Fimancing Costs $102,807 $181,807 $0 50 FT] 20 181,607
TGTAL DEVELOPMENT COST ;w $30,209.470 _$3,404,810 _ $i52.951  §I93Eix 20 _ $20.160.470

140915_Ef Dorado, Feasthiity (76 Unite)_Inc. TH




IE! Dorado Apartments - Phase I [ Paga 3 or9
Hevised! ap2014

OHDC/C&C Development

Version: Prelminary Analyels - 76 units

LINIT MIX & RENTAL INCOME {2014 Rents)

AVG. APFORDABILITY (Restrictad Unit 49", UNIT ME: SLnIFARY
18drm 0
Ldrm -8
3 Birm 28
{TOTAL TCAC \FFORDARILTY POINTS: 52 kit 75
Restrction T AMT 10.67 .. Restikted TCAC PT5: 17.00

AMI| Gross  Monthly Net Al
Bazad cn| Monthly Utlity  Monthly ~ NET MOW, ANN. NET
Rents

If LIHTC] Rents Allo: 'ance

2| 1,0 1) 4 9,912

2 Bedroom TCAC 3 800 2,400 403 $531 540) 4493 $1,479 $17,744
3 Badroom TCAC 3 1,050 3,150 0%, $615 ($48)  §566 1,698 $20,375
Subtotal [] £ 550 . $1,472 §4,003 448,035
Vacancy 5.0% Efective Grosy 0% AMIY £3,807 $45 634

Nole: -
AN Gro=s | Monthly Net TOTAL ;
Bpsed on Utitty Monthly  NET NON. ANN. NET
LIHTC Allowancs Rants ABTS RENT

D% $552 #31) 561 $2,744 $26,928

40% $711 ($A0)  $671 $4,028 48,312

0%  qe $49 $772 3,060 446,320

. 32,004 310,130 $121 560

§.00%5 Effective Gross 40% AMI: 9. 62F 5115482

AMI[  Grops  Monthiy et TOToL|
Based on| Monthly  UnIty Montaly NETMCN.  ANN. NET

. Ft] LIHTC Rants _Allovance Is RENTS ENTS|
#4,000 5073 $740 {$31) $709 $5,672 $68,004
8,800 SOme s888 {340} sB4B £5,320 §111,936

11,550 50%| 41,026 {$49}) 0w §10,747 $120,964

TCAC 11 200
3 Bedroom TCAC 11 1,050
Subtotal 30 24,350 43,534 25,747 308,984
Vicancy 5.00% Effactive Grods S0% AME: 324, $293,516
Note:

058 1$31)  $857 §5,147
1,066 [$40)  $1,025 0,208
$1,231 ($3%) 61,182

Gmss  Monthiy Net TOTAL
Monthly Wility  Menthiy

Unit No. Unks| Unit 5q. Ft. fetal Sg. FY
3 Bdrms 1
|___Subtors) 1
Notm:
AL il
MISCELLANEOUS INCOME
P/U/Month MONTHLY ANNUAL)|
Laundry $6 OO §456 5,472
| Subtotal $456 ;Eg I
Vecancy Facter 5. 50% 433 $5.198
Totml Units Total SF S UTAL EFF. GROSE TNCOME MONTHLY ANNUA
TOTAL 78 2 GROSE INCOME $63,24 757,704 |
EFF. GROSS INCONE 50,985 $715.8190 |

140919_E| Dorado_ Feaslbliity {76 nits}_Inc. T




|El Dorado Apartments - Phase I Page 4 of 9
OHDC/CRC Devalopmeant Revised:  B/19/2014
Verslon: Preliminary Analysis - 76 units

L OPERATING EXPENSES
|1'ncuma Summary IVar.. Factor Residentisl
Gross Income $752,232
Miscellaneous Income $5,472
Vacancy 5.00% ($37,612)
Misc. Intome Reduction 5.00% {$274)
Total Income $716,819

|AMNUAL OPERATING EXPENSES ]

Generel Admipisimtive Total Per Unit
Advertising
Legal
Accounting/Audit
Security
Office, phone, misc,
Telephone/Fax/Cell/Internet
Misc.
Totsl Gan. Administrative

MznagomentFee

Utlities
Gas

" Electriclty
Water & Sewer

Total Utilities

Payroll/Pavroll Texes

On-slte Manager
Maintenance Personnel
Payroll Taxes, Benefits
Other

Total Payroll/Payroll Taxes

Insurance

MNinlenance
Painting/Decorating
Repairs
Trash Removal
Exterminzting
Lendscaping
Supplies
Other

Total Malntenance

TOTAL OPERATING EXPENSES $380,000 35,000

Taxes, Reserves, Services. Other
Annual Loan Monitoring $4,560 $60
Special Assessments $13,000 $171
Replacement Reserves $19,000 $250
CFD (Part 1 - 2%) $23,850 $314
CFD {Part 2 - CPI) 466,349 $873
Pragram Services $25,000 $329
Total Other Costs $151,759 $1,997

TOTAL ANNUAL QPER. EXPENSES $531,789 $6,807

140919_E! Dorado_ Feasibllity {76 Unlts)_Inc. TB



El Dorado Apartments - Phase I

OHDC/C&C Development

Version: Preliminary Analysis - 76 units

Revised:

Page 5 of &
9/19/2014

| MORTGAGE CALCULATION
INET AVAILABLE INCOME $188,06D
[FINANCIAL EXPENSES 1
Debt Service Coverage (Conventional Financing) 1.20
Net Avallable for Conventional Debt Service 1555717.=
Net Cash Flow $31,343
ILOAN CONSTANT/IMPUTED TOTAL INTEREST COST |
|INTIREST RATE STACK CONSTRUCTION PERMANENT
Conventional
Construction Conventional
Loan Perm Loan
30 Day LIBOR/C10-Yr Interest Rate Sw 0.160% 6.000%
Spread 2.150% .000%
Cushion 0.500% 0.500%
Base Rate 2.810% 6.500%
Term (Months) 23 240
DSC 1.20
Total All-In Underwriting Rate 2.8310% 6.500%
Amort (P&I) 2,44687763%
Loan Constant 8.8468776%
Imguted Total Interest Cost (TIC) 2.810% 6.500%
[PERMANENT MORTGAGE
Loan Based on Debt Service Coverage {1.2 DSC) $1,751,633
Maximum Loan 1,751,633

140919_E!| Dorado_ Feasibllity (76 Unfits)_Inc. TB



El Dorado Apartments - Phase I Page 6 of 9
OHDC/C&C Development Revised: 9/19/2014
Version: Preliminary Analysis - 76 units

| THRESHOLD BASIS LIMIT (2014)

IBASIS LIMITS CALCULATIONS | 9%.
Total
County: £an Diego Unadjusted
Unit Basls Lim # of Units __ Threshold
1]  $207,582 20| $4.151,640
2 $250,400 28| $7,011,200
3 $320,512 28 ;8,974,336
Total: 76 $20,137,176

{G) Plus (+} local development impact fees required to be paid to local government entitles
Certlification from local entities assessing fees also required.

| $2,133,209 |
[Total Threshold Limit: $22,269,385 |

140919_F[ Dorado_ Feasibllity {76 Units)_Inc, TB
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El Dorado Apartments - Phase I Page A

OHDC/C&C Development Revised: 9/19/2014
Verslon: Preliminary Analysis - 76 units

| MISCELLANEOUS CALCULATIONS

Potentlal Non-Daferred Developar Fee Pavyment Schedule |

Amount %
Closing $350,000 25%
100% Complete $350,000 25%
Perm Converslon $420,000 30%
B609 & 1st Year Tax Filing $280,000 20%

$1,400,000 100%

TCAC'S 2014 TIEBREAXER CALCULATION ¥

Advantage to Projects with the highest sum of the following two ratlos:

City of San Marcos (New Loans) (for Resid. Costs) $6,005,772
City of San Marcos (El Dorado Princlpal) (for Resid. Costs) $592,148
City of San Marcos (Alley) (for Resid. Costs) $160,000
City of 5an Marcos (Sewer Upgrade) $800,000
Total Committed Public Funds (for Residentlai Costs) $7,557,920
Adjustrnant ko Total Committed Public Funds | $7,557,920 |
Total Resldential Cost (Inc. Land Value/Exc. Syndication)* $28,864,954
1st Ratio 26.1837|

= Une

e §s

equested Unadjusted Ellglbe asis T $19,31,002

Total Residential Cost (Inc. Land Value/Exc. Syndication)* $28,864,954
|Ratio 0.6662
Second Ratio: {One (1) Minus ratio)/3 11.1253]
Combined Ratios 37.309
* Syndicaton/Other Cests Excluded from TDC

Legal: Organization of Partnership $2,500

Legal: Syndication $30,000

Syndication Consuftant $60,000

Investor Due Diiigence 54,000
| Total Syndication Costs $146,500

140919_El Dorado_ Feasibility (76 Unfts)_Inc. TB
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|EilI Dorado Apartments - Phase XI

Fagelor®

OHDC/CAC Development Rervimed; W15 2014
VYergioni Freliminar, Analysis - 44 units
[ DEVELOPMENT BUDGET ]
Tax Eradit Kigikle
Tatal Terial
Yt} Prajuct] Reuidantial Canwmarcial Depraciabls  Depraciabls Now - Acquisitian Ty uexion
Timm Mh Costa (93.7%)  Conts (8.3%) R € Amortise Baslr  /RAMAD Bugln]
Lend (Exe. Exiting B Dorada Bldg) $2,961,540 $2,808,22) § 153,715 $0 0 $2,531,548 $o
Land (CR, Property} $1,810,000 $1,716061 §  ©3,950.00 $0 $0 $1,810,000 0
§198,774 £198.574 L] $0 ® 198,774 0
$60,000 %80,000 50 o 0 $50,000 0
$39,340 $35350 $1,590 0 $0 438,340 0
$18,333 418333 0 30 $0 $3830 s0
8,087,395 4,937,741 $244,688 »0 [ $5,087,355 o0 (1] [} 0w
$4,689,000 44,088,000 0 £4.689,000 $0 4,609,000
Rotail Contrurtion Costs $300,000 50 $300,000 s 4300,000 w0
skl Tieriant Improvemant $265,000 40 $256,000 L $268,000 i
OWsite Improvamenta $18,733 $13,333 0 $18.33Y o] 948,333
(Abatamant, Sita Wark $4,277,304 41,277,304 o $1,194,887 50 $82,417 $1,194,807
P/ 5ok $401,200 $101,%00 0 $101,200 $0 $101,200
Fumdakings Excluded From Contract 518,333 $15,333 0 $10,333 $0 $18,923
Gen, Requiremants 101,241 $92,751 50,490 92,751 58,490 ¥52,751
© erhead 303,723 §273,253 $25,4m $278,253 525,470 $278,253
Contracter Profit £539,953 5494673 $45,280 $454,673 545,200 $494,673
| Censtructisn Bonds Praaium (Cash Bond) 1170,603 $163,603 7,000 $163,883 $7,000 $163,683
Buiider's Rink & Liabilty Insuramon 125,000 $125,000 £0 $125,000 $0 $125,000
ey LAAMex (SDBRE) S ES 504,065 50 $44,855 50 $44 865
corlty During Pradivsiopment, Comstruction $39.95% $35.980 $0 $39,909 b $39,000
orary Services Pald by Owner $24,383 $24,353 L] $24,383 0 $2,,503
truetiont Coutingenc, (7,12%) FE47,808 2 7,536 29 54
) Construction 0,567 043 47,918,403 $852, 240 $7,833,108 §EBT 248 2,417 o 0 $0 $7,933,186
velonmant Impact Feas $1,234,438 $1,019,436 $215,000 $1,009,438 $215,000 $1,019,436
't Faa, Oty Permit & Phan Check Feas $127,450 $102,802 $24.556 $107,770 19,679 §102,779
Environmentsl Survays $57,533 $57,533 s 57,513 0 457,531
rolsal & Market Stud: $18,333 $18,533 s0 $12,303 0 $10,333
Architectursl Dasign A Supervisian $3)5,333 $297,990 $17,343 $297,000 $17,343 $207,590
$15,767 $15,767 $0 $15,257 0 $15,767
S0l Engineer $43,107 $42,167 " $42,167 $u $42,167
[Relacatian $293,333 $230,400 $13,833 L0 ] $353,433 $e $0
Ivil Eninesrig/Survey, Mapping $119,167 $119,167 §0 $119,167 50 $119,167
Civil Enginsaring Relnvbrursable Experses 44,938 8,338 s $1,038 (1] SB,938
Dry Wity Consultant $11,753 1173 $0 §11,733 $0 $11,723
Structural Imp., Accoustica Study, TrafMc Consult 9,167 $8,563 $504 $8,663 $504 50,643
Byndication Coneultant $22,000 422,000 40 [ ] 22,600 $0
Lugal: Barrowary $142,500 $139,387 $8,113 $139,387 £8,113 §198,387
Lugal: Faymanent 520,000 $20,000 §0 s0 o $20,0C0 £
Lagal: Crganizstion of Partnarship $2,500 $2,500 ] $0 s0 $2,500 50
Legal: Syndication 430,000 330,000 s 50 $0 430,000 50
Cy Fows 534,027 31,330 £1.971 $21,330 $2,509 31,3730
Tiie/Recording'Esaros: - Acquistion $47,008 $47,898 $0 5o 0 $47,298 0
He Recording, €xcre * - Construction $30,000 310,000 $0 530,000 30 520,000
Laan Inbsrest $292,662 $302,661 10, $298 A97 10 $54,185 $291,457
9 (nan-up, Setup) 550,000 454,000 " L] $0 550,000 50
Canstryczion Lendsr Inspaction 20,000 20,000 sﬂ $20,000 50 420,000
Insuranee During Construction Operations $32,502 $30,791 $1,792 922,645 $1,752 53,146 422,645
ncaol Cette Tance SZ30,000 $217,380 12,090 $283,013 . I8amy 537,500 $183,013
LT:E App/Alocation - {1 ant. Fea Beiow) $50,048 450,043 $0 40 w0 $50,048 0
It Cust Continganty $128, 145 128,745 40 $120, 745 50 S1ZnMS
[investor Due Oligance 454,000 $54,000 50 $0 so 454,000 30
AT/ Cost: Cirtincetion 45,000 42,525 $2,475 $42,525 $2475 §42,525
Ovazoncy Montmring Fez $1,000 $1,000 0 ] %o 1,000 $0
Devefaper Fee $1,%00,000 $1,500,000 4o $1,400,000 §0 $100,000 $2,400,000
Sabtotai Solt Covcs 5,051,328 $4,752,174 $290,537  83,979457 2277081 507,231 $74845 9218012 ] $2079,457
COSTE DEFERRED UNTIL. CONVERSTON
Ex $20000 %20,000 L 10 $0 $20,000 FL
$108.800 $188,800 &0 S0 0 $184.800 0
$17,830 $17,830 50 [ 50 $17,530 0
$150,000 $100,000 50 %0 10 £100,000 0
$1,000 1,000 0 50 $0 $1,000 _j0)
¥327 430 327,430 » o ] ¥285,800 35,530 " ] 50
79,166 79,166 50 $79,166 $0 $.9,166
50 §80,000 [1 30 __$A0,000 |
139,186 #ias, 108 0 $135,1088 30 » 7] 0 (7] $139,186
$19173,102 | 917973334 §L200,338  $11,982,009 92031 PIAFTE43 111,178  $314,812 g0 §11,582,009

140915 Fl Dorado_ Fesslbliky (44 Units, Commarciall_L . r Sub.



Paga Y of 8
Reviged:  9/19/2014

|El Dorado Apartments - Phase II |
OHDC/CRC Development
“sarglgr: Preliminary Analysis ~ 44 unis

UNIT MIX & RENTAL INCOME

48|

AVG. AFFORDABILITY {Rastricied Unk

[TOTAL TEAC AFFORDABILTY POINTS: 52 |

11.63". Resiyicksd I
AMI Gross  Honthly el
Basad gn| Monthy Wity Monthly  NET MON.
LIHTC; Rents _Alcwance Rl

3%

0% 4513 (540} 493 $985

0% $615 !.!49! $56E s:!uz

1, 531

20937, Rllmv._l'_

AMT| Grom  clonthly Mat TOTAL

Based an)| Monthhy Uity Maonthly NET MON.

LIHTC) Rents _Allowanca Rents RENTS
O ) $361 §1,122 $13,469
arts| s ($20) $2,684 $32,200

$27,792

41,565 Reswictsd

All Groza  Mortthly Net
Bazed on! onthly UkiRy  Monthdy
LIMTC) Rants_Aliowa)

50% 1$31) 709
50%0) $885 1$40) §eas $E, 784 51,408
50%| $1,076 1$49) 977 $5.862 $70,344
id,534 $15,482 $185, 784
vacancy 7.00% Effacthme Gross S0% AME $14,398 $17,77%

Im:

udicy Menthly  NET LON. ANN. NET|
I rnpe Rents RENTS RE}
0% $BE? %2,571 §30,852
EO%., (s40) $1,016 $6,130 $61,580
1 Badroom TCAC 3 1,050 3,150 ($49) s1,182 $3,545 442,552
Subcotal 11 B,E50 s 311,247 v134,954
Varzngy/ 7.00% Effective Gross §60% AMIT S10.4560 $125,517
iNnI‘.e:
[Henspurs Unt
Unk T No. Uniesinit 8. FE T
2 Bdrme 1 aon
Fubtotw 1
IE:IL 44
[MASCELLANEOUS INCONE
F/U/Wonth __MOMTHLY UAL
Laundry $5.00 264 §3,168
S §264__ 168
_Vacancy Facver __ 700% B Misc. In 3245 2,945

140919_8 Darada_, Fassibliity {44 Units, Commerttal)_L: v Sub.



|Et Dorado Apartments - Phase IT | Page & oF 8
OHDC/CAC Davelopment Revised:  o/15/2014
Verslon: Preliminary Analysis - 44 units

| OPERATING EXPENSES

|xncome Summary Jvac. ractor Reskiantial

Gross Income $424,584
Miscellarreous Income $3,168
Vacancy 7.00% ($29,721)
Misc. Income Reduction 7.00% [$222)
Total Income $397,809

IANNUAL DPERATING EXPENSES f

Genersl Adminfxtrative Total Per Unit

Advertsing
Legal
Accounting/Audtt
Sacurity
Offica, phone, misc.
Telephons/Fax/Cell/Internet
Mlsc,

Total Gan. Administrative

ManagementFoe

Lieliitiax
Gag
Electricity
Waber & Sewer
Total UtiNtes

Bavroll/Pavroll Thxes
On-slte Manager
Maintenance Personnel
Payroll Taxes, Banefits
Other

Total Payroll/ Payroll Taxes

Insuregce

Mainiensnce
Palnting/Decorating
Repairs
Trash Removal
Exterminating
Landscaping
Supplies
Other

Total Maintenance

TOTAL OPERATING EXPENSES 222&2&“ ]

Inxes Reservas. Seryices, Other
Anruzl Loan Honltoring 42,640 $60
Speacial Assessments $6,800 $155
Replacement Reserves $11,000 $250
CFD (Part 1 - 2%) $14,762 $336
CFD (Part 2 - CPI) $40,915 $930
Program Setvices $14,000 $318
Total Other Costs $80,117 $2,048

TOTAL ANNUAL OPER. EXPENSES =310!117 _§7,048

140519_E Dorado., Feasibifty (44 Units, Commerdal)_Lwr Sub,



El Dorado Apartments - Phase Ii

OHDC/C&C Developmeant
Version: Preliminary Analysis - 44 units

Revised:

Page 5o0f 8
/19/2014

[ MORTGAGE CALCULATION
[NET AVAILABLE YNCOME 1 $87,692
]FIHANCIAL EXPENSES |
Debt Service Coverage (Conventional Financing) 1.30
Net Avallable for Conventional Debt Service 67,456
Net Cash Flow $20,237
]I.DAN CONSTANT/IMPUTED TOTAL INTEREST COST ]
IINTER.EST RATE STACK CONSTRUCTION PERMANENT
Conventional
Construction Conventional
Loan Paerm Loan
30 Day LTBOR/C10-Yr Interest Rate Swap 0.200% 6.000%
Spread 2,150% 0.000%
Cushlon 0.750% 0.500%
Base Rate 3.100% 6.500%
Term (Months) 24 215
DSC 1.30
Total All-In Underwriting Rate 3.100% 6.500%
Amort (P&I) 2.93873544%
Lean Constant 9.4387354%
lmEed Total Interest Cost ‘Ilq o . 3.100% 6.500%
PERMANENT MORTGAGE
Loan Based an Debt Service Coverage (1.3 DSC) $714,660
Maximum Loan §7145660

14091%_El Dorado_ Feasiblllty {44 Units, Commercial)_Lwr Sub.



E! Dorado Apartments - Phase I Page 6 of 8
OHDC/C&C Development Revised: 9/19/2014
Version: Preliminary Analysis - 44 units
| _ THRESHOLD BASIS LIMIT I
BASIS LIMITS CALCULATIONS | | 9%)
Total
County: San Diego Unadjusted
Unit Basis Lim # of Units  Threshold
1] $207,582 10 2,075,820
2|  $250,400 20|  $5,008,000
3 $320,512 14 $4,487,168
Total: 44 411,570,988
(G) Plus (+) local development impact fees required to be pald to local government entities
Certification from local entitles assessing fees also required. ! $1,010,436 |

[Fotal Threshold Limit:

$12,590,424 |

High Cost Test |
Total Ellglibe Basis $ 11,952,007
Percentage of Adjusted Threshold Basis Limit 94.929% {Not a High Cost Project)

140919_E| Dorado_ Feasibility (44 Units, Commercfal)_Lwr Sub.
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El Dorado Apartmentis - Phase II

OHDC/C&C Development
Verslon: Prellminary Analysis - 44 upits

Revised;

Page A
9/159/2014

[ MISCELLANEQUS CALCULATIONS
Potential Non-Deferred l'-:evaloper Fee Payment Schedule |
Amount %
Closing $350,000 25%
100% Complete $350,000 25%
Perm Conversion $350,000 25%
8609 $350,000 25%
$1,400,000 100%
‘TCAC'S 2614 TIEBREAKER CALCULATION |

City of San Marcos (Agency Loan I) (for Resid. Costs)
City of San Marcos (City Property) (for Resid. Costs)

Advantage to Projects with the highest sum of the following two ratios:

43,308,541
$1,696,050

Total Committed Public Funds (for Residential Costs)

$5,004,591

Adjustment to Total Committed Public Funds |

$5,004,591 |

Total Restdential Cost (Inc. Land Value/Exc. Syndication)*

$17,863,613

1st Ratio

28.0156|

0 K8 S
Requested Unadjusted Eligible Basis
Total Resldentfal Cost (Inc. Land Value/Exc. Syndication)*
Ratio

$11,952,007
$17,863,613
0.6651

Second Ratlo: (One (1} Minus ratio)/3

11.0310}

Combined Ratios

39.047)

* Syndicaton/Other Costs Excluded from TDC
Legal: Organization of Partrership $2,500
Legal: Syndlcation $30,000
Svyndication Consultant $22,000
Investor Due Diligence $54,000
Total Syndication Costs $108,560

140919_Fl Dorado_ Feasibility (44 Units, Commercial)_Lwr Sub.




