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OWNER PARTICIPATION AGREEMENT

THIS OWNER PARTICIPATION AGREEMENT [Agreement] is entered into on this
_dayof , 2007, by and between the REDEVELOPMENT
AGENCY OF THE CITY OF SAN DIEGO, a public body, corporate and politic [Agency], and
SYEP ASSOCIATES, a California limited partnership [Owner]. Agency and Owner agree as
follows:

PART 1. SUBJECT OF AGREEMENT

Section 101  Purpose of the Agreement

The purpose of this Agreement is to effectuate the Redevelopment Plan for the San
Ysidro Redevelopment Project by providing part of the financing for the acquisition and
development of the hereinafter defined Property, and the use of the Property for residential rental
apartments that are affordable to very low income and low income persons and a subterranean
parking facility providing approximately one hundred seven (107) parking spaces. The
development and use of the Property pursuant to this Agreement, and the fulfillment generally of
this Agreement, are in the vital and best interests of the City of San Diego and the health, safety,
morals, and welfare of its residents, and in accord with the public purposes and provisions of
applicable federal, state, and local laws and requirements.

Section 102 Definitions

For purposes of this Agreement, the following capitalized terms shall have the following
meanings:

“Acquisition and Development Costs” shall mean the total cost of acquiring the Property
and developing and constructing the Improvements thereon, as set forth in the Project Budget.

“Affiliate” shall mean (1) any Person directly or indirectly controlling, controlled by, or
under common control with another Person; (2) any Person owning or controlling ten percent
(10%) or more of the outstanding voting securities of such other Person; or (3) if that other
Person is an officer, director, member or partner, of any company for which such Person acts in
any such capacity. The term “control” as used in the immediately preceding sentence, shall
mean the power to direct the management or the power to control election of the board of
directors. It shall be a presumption that control with respect to a corporation or limited liability
company is the right to exercise or control, directly or indirectly, more than fifty percent (50%).
of the voting rights attributable to the controlled corporation or limited liability company, and,
with respect to any individual, partnership, trust, other entity or association, control is the
possession, indirectly or directly, of the power to direct or cause the direction of the management
or policies of the controlled entity.

“ Affordable Rent” shall mean rent, including a reasonable utility allowance, that does not
exceed the following respective amounts:

a. for a very low income person with an income not exceeding fifty percent (50%)
of the area median income, the product of thirty percent (30%) times fifty percent



{50%) of the area median income adjusted for family size appropriate for the unit;
and

b. for a low income person with an income exceeding fifty percent (50%) but not
exceeding sixty percent (60%) of the area median income, the product of thirty
percent (30%) times sixty percent (60%) of the area median income adjusted for
family size appropriate for the unit.

“Agency Deed of Trust” shall mean the deed of trust securing the Agency Loan, to be
recorded upon the occurrence of the Closing, subordinate to the deeds of trust securing any
Senior Loan, substantially in the form attached to this Agreement as Attachment No. 9.

“Agency Loan™ shall mean the Agency Residual Receipts Loan.

“Agency Loan Documents” shall mean the Agency Note, Agency Deed of Trust,
Assignment of Rents, Assignment of Agreements, Environmental Indemnity and the UCC-1
Financing Statement. '

“Agency Residual Receipts Loan™ shall mean the residual receipts loan of Low and
Moderate Income Housing Funds payable from the proceeds of the Line of Credit by the Agency
to Owner in the principal amount not to exceed $3,606,000, as described in the Method of
Financing, which shall be evidenced by the Agency Residual Receipts Note and secured by the
Agency Deed of Trust and the other Agency Loan Documents.

“Agency Residual Receipts Note” shall mean the promissory note substantially in the
form attached to this Agreement as Attachment No. 8.

“Agreement Affecting Real Property™ shall mean the Agreement Affecting Real Property
(Including Rental Restrictions) to be recorded upon the occurrence of the Closing, substantially
in the form attached to this Agreement as Attachment No. 6.

“Approved Title Conditions” shall mean title that is subject to current property taxes and
assessments, Permitted Mortgages, the Low Income Housing Tax Credit Regulatory Agreement
and any other easements and other encumbrances specifically approved by the Agency Executive
Director.

“Area Median Income” shall mean the median family income for San Diego County as
annually estimated by the U.S. Department of Housing and Urban Development and published
by the California Department of Housing and Community Development.

“Assignment of Rents” shall mean an instrument substantially in the form attached to this
Agreement as Attachment No. 10, to be recorded upon the occurrence of the Closing.

“Assignment of Agreements” shall mean an instrument substantially in the form attached
to this Agreement as Attachment No.11.

“City” shall mean the City of San Diego, California.
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“Closing” shall mean the point in time when (i) all conditions precedent to the Closing as
set forth in the Method of Financing {Attachment No. 3) have been satisfied; and (ii) the Agency
Deed of Trust and other Agency Loan Documents and Agreement Affecting Real Property are
recorded.

“Closing Date” shall mean the date on which the Closing is scheduled to take place, as
provided in the Schedule of Performance.

“Completion” shall mean the point in time when all of the following shall have occurred:
(1) issuance of a permanent certificate of occupancy by the City of San Diego; (2) recordation of
a Notice of Completion by Owner or its contractor; (3) certification by the project architect that
construction of the Improvements (with the exception of minor “punch list” items) has been
completed in a good and workmanlike manner and substantially in accordance with the approved
plans and specifications; and (4) any mechanic's liens that have been recorded or stop notices
that have been delivered have been paid, settled or otherwise extinguished, discharged, released,
waived, bonded or insured against.

“Constraction Loan” shall mean the conventional loan to be made to Owner at the time of
the Closing, secured by the Construction Loan Deed of Trust.

“Construction Loan Deed of Trust” shall mean the deed of trust securing the Construction
Loan.

“Deferred Developer Fee” shall mean that portion of Owner’s Developer Fee, in an
amount of up to $340,000, which shall be deferred for payment until after construction of
Improvements is completed. The Deferred Developer Fee, plus interest at the minimum interest
all owed under IRS rules, paid out of Residual Receipts until paid in full.

“Disbursement Agreement” shall mean an agreement substantially in the form attached to
this Agreement as Attachment No. 13.

“Environmental Indemnity” shall mean an instrument substantially in the form attached
to this Agreement as Attachment No. 12.

“Escrow Agent” shall mean First American Title Insurance Company, or another escrow
agent mutually acceptable to Agency and Owner.

“Hazardous Materials” shall have the meaning set forth in the Environmental Indemnity
(Attachment No. 12).

“Improvements” shall mean the residential housing development to be constructed on the
Property, consisting of forty five {(45) dwelling units and an associated subterranean parking
facility providing approximately one hundred seven (107) parking spaces, and recreational
amenities, all as described in the Scope of Development. The Improvements shall comply with
the current California Building Code that includes comprehensive accessibility and adaptability
requirements for multifamily new construction development. Owner shall incorporate Universal
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Design components into the Improvements and to comply with the items in the Agency’s
Universal Design Checklist (Attachment No. 17).

“Investor Limited Partner Capital Contribution” shall mean funds provided to Owner by
the Tax Credit Equity Investor in consideration of the Tax Credit.

“Legal Description” shall mean the legal description of the Property attached to this
Agreement as Attachment No. 2 which is hereby incorporated herein by this reference.

“Line of Credit” shall mean the separate lines of credit available to the Agency pursuant
to a Credit Agreement with San Diego National Bank for the Affordable Housing Collaborative
Opportunity Fund and the City Heights and Naval Training Center Redevelopment Project
Areas.

“Low Income” shall have, for purposes of this Agreement, the same meaning set forth in
California Health & Safety Code Section 50079.5.

“Low Income Housing Tax Credit” shall mean the tax credit authorized by the Tax
Reform Act of 1986 and governed by Section 42 of the Internal Revenue Code.

“Low and Moderate Income Housing Fund” shall mean the Low and Moderate Income
Housing Fund established by the Agency pursuant to California Health and Safety Code Section
33334.3, which said funds therein are used for the purposes of increasing, improving, and
preserving the City of San Diego’s supply of low- and moderate-income housing available at
affordable housing cost, as defined by Section 50093, for lower income households, as defined
by Section 50079.5, very low income households, as defined in Section 50105, and extremely
low income households, as defined in Section 50106, that is occupied by these persons and
families.

“Method of Financing” shall mean the document attached to this Agreement as
Attachment No. 3 which is hereby incorporated herein by this reference.

“Permanent Loan” shall mean the conventional permanent loan to repay a portion of the
Construction Loan, as described in the Method of Financing.

“Permanent Loan Deed of Trust” shall mean the deed of trust securing the Permanent
Loan.

“Permitted Transfer” shall mean any of the following:

(1} A conveyance of a security interest in the Property in connection with any
Senior Loan and any transfer of title by foreclosure, deed, or other
conveyance in licu of foreclosure in connection therewith;

(2) A convevance of the Property to any Affiliate or a sale back from such
Affiliate to Owner;



(3) The inclusion of equity participation by Owner by the addition of limited
partners to Owner's limited liability company or limited partnership, or
similar mechanisms, and the purchase of any such limited partnership
interest or interests by the General Partner;

(4) The lease for occupancy of all or any part of the Improvements on the
Property; and

5) The granting of easements or permits to facilitate the development of the
Property in accordance with this Agreement.

Any transfer described in clauses (a) through (c) shall be subject to the reasonable
approval of documentation by the Agency Executive Director or designee in accordance with the
standards set forth in the respective provisions of this Agreement.

“Person” shall mean an individual, partnership, limited partnership, trust, estate,
association, corporation, limited liability company or other entity, domestic or foreign.

“Project Budget” shall mean the schedule of sources and uses attached to this Agreement
as Attachment No. 7 which is hereby incorporated herein by this reference.

“Property” shall mean the real property described in Section 104 of this Agreement.

“Redevelopment Plan™ shall mean the Redevelopment Plan for the San Ysidro
Redevelopment Project which was approved and adopted on April 16, 1996, by the City Council
of the City of San Diego by Ordinance No. O-18295 (New Series), including subsequent
amendments.

“Release of Construction Covenants” shall mean the certificate to be issued by the
Agency in accordance with Section 324 of this Agreement.

“Residual Receipts” shall mean the Gross Income, less the Operating Expenses,
calculated on a calendar year basis, as defined in the Residual Receipts Promissory Note. All
calculations of Residual Receipts shall be subject to verification and reasonable approval by the
Agency.

“Schedule of Performance” shall mean the document attached to this Agreement as
Attachment No. 5 which is hereby incorporated herein by this reference.

“Scope of Development” shall mean the document attached to this Agreement as
Attachment No. 4 which is hereby incorporated herein by this reference.

“Senior Lender” shall mean the maker of any Senior Loan or beneficiary of any Senior
Loan deed of trust.

“Senior Loan” shall mean the Construction Loan and the Permanent Loan secured by a
deed of trust or other instrument to which the Agency agrees to subordinate the Agency Loan
Deed of Trust and the other Agency Loan Documents.
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“Site Map” shall mean the document attached to this Agreement as Attachment No. 1
which is hereby incorporated herein by this reference.

“Subordination Agreement” shall mean an instrument substantially in the form attached
to this Agreement as Attachment No. 14, with such modifications as may be agreed to by the
Agency Executive Director or designee, or as otherwise agreed to by the Agency Executive
Director or designee.

“Tax Credit Equity Investor” shall mean a Person who will be an investor, and a limited
partner who will purchase the Low Income Housing Tax Credits.

“Title Company” shall mean First American Title insurance Company, or another title
insurance company mutually acceptable to Agency and Owner.

“Title Insurance Policy” shall mean and include a standard form ALTA lender’s policy of
title insurance in favor of Agency, together with such endorsements as Agency may reasonably
require, insuring the lien of the Agency Deed of Trust, in the amount of the Agency Loan (the
“Agency’s Title Policy™).

“UCC-17 shall mean a Financing Agreement, substantially in the form attached to this
Agreement as Attachment No. 13.

“Universal Design” shall mean the design of products and environments to be usable by
all people, to the greatest extent possible, without the need for adaptation or specialized design
consistent with The Seven Principles of Universal Design developed by North Carolina State
University’s Center for Universal Design and includes the Universal Design Checklist attached
to this Agreement as Attachment No. 17 which is hereby incorporated herein by this reference.

“Very Low Income” shall have the meaning set forth in California Health and Safety
Code Section 50105.

Section 103 The Redevelopment Plan

This Agreement is subject to the provisions of the San Ysidro Redevelopment Plan which
was approved and adopted on April 16, 1996, by the Council of the City of San Diego by
Ordinance No. O-18295 (New Series), including subsequent amendments.

The Redevelopment Plan is hereby incorporated herein by this reference and made a part
hereto as though fully set forth herein.

Section 104  The Property

The “Property” or “Site” is that property totaling approximately 2.24 acres and 97,574
square feet, located at 104 Averil Road, bounded on the west by Averil Road, the south by San
Ysidro Boulevard, and the north by Sunset Lane, within the San Ysidro Redevelopment Project
Area of the City of San Diego, State of California, illustrated on the “Site Map” (Attachment No.
1) and as described in the “Legal Description of the Property” (Attachment No. 2).
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The Property is currently owned in fee by Henry and Sophie Bookspan Family Trust
(“Fee Owner”). Owner represents that it has entered into a legally binding and valid purchase
agreement with the Fee Owner for the purchase and sale of the Property in its entirety by Owner.
Therefore, the Property is to be transferred to Owner as a condition precedent to or concurrently

with the Closing.

Section 105 Agency

a. Agency is a public body, corporate and politic, exercising governmental functions
and powers, and organized and existing under Chapter 2 of the Community Redevelopment
Law of the State of California.

b. The address of the Agency for purposes of receiving notices pursuant to this
Agreement is: 1200 Third Avenue; Suite 1400, San Diego, California 92101,

c. “Agency” as used in this Agreement includes the Redevelopment Agency of the
City of San Diego, California, acting through its Board, and any assignee or successor to its
rights, powers and responsibilities.

d. “Agency Executive Director” as used in this Agreement includes the Agency
Executive Director, Agency Assistant Executive Director or designee.

Section 106 Owner

a. Owner is SYEP Associates, a California limited partnership. The address of
Owner for purposes of receiving notices pursuant to this Agreement is: 531 Encinitas
Boulevard, Suite 206, San Diego, California 92024.

b. Whenever the term “Owner” is used herein, such term shall mean and include: (1)
the Owner as of the date hereof; or (2) any other assignee of, or successor to its rights, powers
and responsibilities permitted by this Agreement.

Section 107  Assignments and Transfers

a. Owner represents and agrees that its undertakings pursuant to this Agreement
are for the purpose of redeveloping and providing affordable housing on the Property, and not
for speculation in land holding. Owner further recognizes that the qualifications and identity
of Owner are of particular concern to the City and the Agency, in light of the following: (1)
the importance of the redevelopment of the Property to the general welfare of the community;
(2) the public assistance that has been made available by law and by the government for the
purpose of making such redevelopment possible; and (3) the fact that a change in ownership or
control of Owner or any other act or transaction involving or resulting in a significant change
in ownership or control of Owner, is for practical purposes a transfer or disposition of the
property then owned by Owner. Owner further recognizes that it is because of such
qualifications and identity that the Agency is enfering into the Agreement with the Owner.
Therefore, no voluntary or involuntary successor in interest of Owner shall acquire any rights
or powers under this Agreement except as expressly set forth herein.



b. Prior to Completion, Owner shall not assign all or any part of this Agreement, or
any interest herein, without the prior written approval of the Agency. Subject to review of
documentation effectuating any such proposed assignment or transfer, the Agency agrees to
reasonably give such approval if the assignment is a Permitted Transfer.

c. For the reasons cited above, the Owner represents and agrees for itself, each
member and any successor in interest of itself and each member that prior to Completion,
without the prior written approval of the Agency, there shall be no significant change in the
ownership of the Owner or in the relative proportions thereof, or with respect to the identity of
the parties in control of the Owner or the degree thereof, by any method or means, except
Permitted Transfers.

d. Any assignment or transfer of this Agreement or significant change in ownership
of the Owner, other than a Permitted Transfer, shall require the approval of the Agency, which
shall not be unreasonably withheld. To the extent Agency approval of an assignment or
transfer is required by this Agreement, in granting or withholding its approval, Agency shall
base its decision upon the relevant experience, financial capability and reputation of the
proposed assignee or transferee and the effect, if any, of such proposed transfer on the public
purposes of this Agreement. In addition, Agency shall not approve any assignment or transfer
of this Agreement or any interest herein or significant change in ownership of the Owner that
results in payment of consideration to any Person prior to the issuance of the Release of
Construction Covenants and that is not conditioned upon the issuance of the Release of
Construction Covenants.

€. The Owner shall promptly notify the Agency of any and all changes whatsoever
in the identity of the parties in control of the Owner or Assignee, or the degree thereof, of
which it, or any of its officers have been notified or otherwise have knowledge or information.
Except for Permitted Transfers, this Agreement may be terminated by the Agency if there is
any significant change (voluntary or involuntary) in membership, management or controi, of
the Owner or Assignee or its members (other than such changes occasioned by the death or
incapacity of any individual) prior to Completion.

f. The restrictions of this Section 107 shall terminate upon the Completion.
PART 2. FINANCING

Section 201  Method of Financing

The Project shall be financed with a combination of sources of financing as provided in
the Method of Financing (Attachment No. 3).

Section 202  Agency Assistance

a. Agency Residual Receipts Loan. On the condition that the Agency obtains the
Line of Credit and is permitted to use proceeds from the Line of Credit for the acquisition and
development of the Property and that the Owner obtains financing for the development of the
Property including being awarded Low Income Housing Tax Credits as provided in the Method
of Financing, and in accordance with and subject to the terms and conditions of this Agreement
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including the Method of Financing, the Agency agrees to lend to the Owner, and the Owner
agrees to borrow from the Agency, the Agency Residual Receipts Loan, as defined in the
Method of Financing. At or prior to the Closing, the Agency and Owner shall execute and
deliver such instruments and documents as may be necessary to evidence and secure the Agency
Residual Receipts Loan, consistent with the terms of this Agreement and the Method of
Financing, and each in a form that is acceptable to the Agency Executive Director or designee.
Disbursement of proceeds from the Agency Residual Receipts Loan shall be made in accordance
with the Disbursement Agreement attached hereto in form as Attachment 15 and incorporated
herein by this reference, to be executed by the Agency, Construction Lender and the Agency as a
condition precedent to the Closing.

b. Gap Assistance. The parties acknowledge that the Agency Loan is intended to be
“gap” assistance, not to exceed the amount needed to bridge the gap between the total
Acquisition and Development Costs (as defined herein and in the Method of Financing) and the
maximum loans obtainable by Owner plus Owner's Equity, but in any event not to exceed the
respective dollar amounts set forth in the Method of Financing. The proceeds of the Agency
Loan shall be used exclusively to pay Acquisition and Development Costs identified in the
Project Budget (Attachment No. 7). In the event the actual amount of the Acquisition and
Development Costs (as defined herein and in the Method of Financing) is less than $20,027,000,
or in the event any of the permanent financing sources are greater than the respective amounts set
forth in the Method of Financing and the Acquisition and Development Costs are not greater
than $20,027,000, or in the event Owner is granted Affordabie Housing Program Grant funds,
then the principal amount of the $3,606,000 Agency Residual Receipts Loan shall be reduced
dollar-for-doliar. In the event any of the permanent financing sources are greater than the
respective amounts set forth in the Method of Financing but the Acquisition and Development
Costs are greater than $20,027,000, then the increased amount of any of the permanent financing
sources (excluding any Affordable Housing Program Grant funds awarded to Owner) may first
be used to pay the increase in Acquisition and Development Costs, then any remaining funds
shall be used to reduce the Agency Residual Receipts Loan dollar-for-dollar. Except as
otherwise provided by this Agreement, the Agency Residual Receipts Loan shall not be
subordinated to such increased amount of any permanent financing sources beyond the sources
and respective amounts allowed by this Agreement and in the Method of Financing, without the
prior written approval of the Agency.

Section 203 Submission of Evidence of Financing

a. Within the time periods provided in the Schedule of Performance, Owner shall
submit to the Agency evidence satisfactory to the Agency that the Owner has obtained the
financing necessary for the acquisition and development of the Property in accordance with this
Agreement. Such evidence of financing shall include the following:

(H A copy of the commitment or commitments obtained by the Owner for the
Construction Loan, including a final Project Budget approved by the
Construction Lender, the Affordable Housing Program Grant if awarded,
and all other commitments (all as described in the Method of Financing) to
finance the construction of the Improvements, certified by the Owner to be
a true and correct copy or copies thereof
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(2) A copy of the contract between the Owner and the general contractor or
major subcontractors for the construction of the Improvements, certified
by the Owner to be a true and correct copy thereof;

(3) A copy of substantially complete Construction Loan Documents (e.g.
notes, trust deeds, indentures, loan agreements, etc.);

(4) Documentation acceptable to the Agency Executive Director of the
commitment of the Tax Credit Equity Investor to provide the Investor
Limited Partner Capital Contribution; and

(5) Documentation acceptable to the Agency Executive Director of other
sources of capital sufficient to demonstrate that the Owner has adequate
equity funds committed to provide the amount of Owner Equity required
by the Method of Financing.

b. The Agency shall approve or disapprove such evidence of financing within the
time established in the Schedule of Performance. Such approval shall not be unreasonably
withheld. If the Agency shall disapprove any such evidence of financing, the Agency shall do so
by written notice to the Owner stating the reasons for such disapproval.

PART 3. DEVELOPMENT OF THE PROPERTY

Section 301 Land Use Approvals

It is the responsibility of the Owner, without cost to Agency, to ensure that zoning of the
Property and all applicable City land use requirements will be such as to permit development.of
the Property and construction of the Improvements and the use, operation and maintenance of
such Improvements in accordance with the provisions of this Agreement. It shaill be a condition
of the Closing that Owner obtain all entitlements, approvals, variances and permits necessary for
the construction of the Improvements. Nothing contained herein shall be deemed to entitle
Owner to any City of San Diego permit or other City approval necessary for the development of
the Property, or waive any applicable City requirements relating thereto. This Agreement does
not (a) grant any land use entitlement to Owner, (b) supersede, nullify or amend any condition
which may be imposed by the City of San Diego in connection with approval of the development
described herein, (¢) guarantee to Owner or any other party any profits from the development of
the Property, or {(d) amend any City laws, codes or rules. This is not a Development Agreement
as provided in California Government Code Section 65864, Without cost to Agency, Agency
shall provide appropriate technical assistance to Owner in connection with Owner's obtaining all
necessary entitlements, permits and approvals for the construction of the Improvements.

Section 302  Condition of the Property

a. Agency makes no representation or warranty, express or implied, regarding any
conditions of the Property. It shall be the sole responsibility of the Owner, at the Owner's
expense, to investigate and determine all conditions of the Property and its suitability for the uses
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to which the Property is to be put in accordance with this Agreement. If the conditions of the
Property are not in all respects entirely suitable for the use or uses to which the Property will be
put, then it is the sole responsibility and obligation of the Owner, without cost to Agency, to take
such action as may be necessary to place the Property i all respects in a condition entirely
suitable for its development and use in accordance with this Agreement.

b. Owner agrees to perform and be solely responsible for the clean-up of any
Hazardous Materials on, in, under or within the Property, at the sole cost, risk and expense of
Owner. Owner shall defend, indemnify and hold harmless the Agency and its officers, agents,
employees, contractors and attorneys from any claims, liability, injury, damages, costs and
expenses (including, without limiting the generality of the foregoing, the cost of any required
clean up of hazardous substances, and the cost of attorneys' fees) which may be sustained as the
result of the presence or clean up of hazardous substances on, in, or under the Property. Asa
condition precedent to the Closing, Owner shall execute and deliver to the Agency the
Environmental Indemnity {Attachment No. 12).

Section 303 Scope of Development

The Property shall be developed in accordance with and within the limitations established
in the Scope of Development {Attachment No. 4).

Section 304  Basic Concept and Schematic Drawings

a. The Owner shall prepare and submit Basic Concept and Schematic Drawings and
related documents for the development of the Property to the Agency for review and written
approval within the time established in the Schedule of Performance. Basic Concept and
Schematic Drawings shall include a site plan, elevations and sections of the Improvements as
they are to be developed and constructed on the Property.

b. The Property shall be developed as established in the Basic Concept and
Schematic Drawings and related documents except as changes may be mutually agreed upon
between the Owner and the Agency Executive Director. Any such changes shall be within the
limitations of the Scope of Development.

C. If the Owner desires to make any substantial change in the Basic Concept and
Schematic Drawings after their approval, such proposed change shall be submitted to the Agency
for approval.

d. The Owner shall incorporate Universal Design components into the Project and
specifically comply with the items outlined in the Agency’s Universal Design Checklist, attached
as Attachment No. 17. The Agency, may, in its discretion, grant a written exception to one or
more of the requirements listed on the Checklist, but only in circumstances where the Developer
demonstrates why incorporating the Universal Design component would be infeasible.

Section 305  Landscaping and Grading Plans

a. The Owner shall prepare and submit to the Agency Executive Director for his/her
approval the preliminary and final landscaping and preliminary and finish grading plans for the
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Property. These plans shall be prepared and submitted within the times established in the
Schedule of Performance.

b. The landscaping plans shall be prepared by a professional landscape architect and
the grading plans shall be prepared by a licensed civil engineer. Such landscape architect and/or
civil engineer may be the same firm as the Owner's architect. Within the times established in the
Schedule of Performance, the Owner shall submit to the Agency Executive Director for his/her
approval the name and qualifications of its architect, landscape architect and civil engineer.

Section 306  Construction Drawings and Related Documents

a. The Owner shall prepare and submit construction drawings and related documents
[collectively called the “Plans”] to the Agency Executive Director for his/her review (including
but not limited to architectural review), and written approval within the times established in the
Schedule of Performance. Such construction drawings and related documents shall be submitted
as fifty percent (50%) and Final Construction Drawings. Final Construction Drawings are
hereby defined as those in sufficient detail to obtain a building permit.

b. Approval of progressively more detailed Plans will be promptly granted by the
Agency Executive Director or designee if developed as a logical evolution of Plans theretofore
approved. Any items so submitted and approved by the Agency Executive Director shall not be
subject to subsequent disapproval.

c. During the preparation of all Plans, the Agency Executive Director and the Owner
shall hold regular progress meetings to coordinate the preparation of, submission to, and review
of Plans and related documents by the Agency Executive Director. The Agency Executive
Director and the Owner shall communicate and consult informally as frequently as is necessary
to insure that the formal submittal of any documents can receive prompt and speedy
consideration.

d. If any revisions or corrections of Plans approved by the Agency shall be required
by any government official, agency, department, or bureau having jurisdiction over the
development of the Property, the Owner and the Agency Executive Director shall cooperate in
efforts to obtain a waiver of such requirements or to develop a mutually acceptable alternative.

Section 307  Agency Approval of Plans

a. Subject to the terms of this Agreement, the Agency or Agency Executive Director
shall have the right of review (including without limitation architectural review) of all Plans and
submissions, including any proposed substantial changes to any such Plans or submissions
approved by Agency. The Agency Executive Director shall approve or disapprove the Plans
referred to in Sections 304, 305 and 306 of this Agreement within the times established in the
Schedule of Performance. Any disapproval shall state in writing the reasons for disapproval and
the changes which the Agency Executive Director requests to be made. Such reasons and such
changes must be consistent with the Scope of Development and any items previously approved
hereunder. The Owner, upon receipt of a disapproval based upon powers reserved by the
Agency hereunder, shall revise the Plans and resubmit them to the Agency Executive Director as
soon as possible after receipt of the notice of disapproval.
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b. If the Owner desires to make any substantial change in the Final Construction
Drawings after their approval, such proposed change shall be submitted to the Agency for
approval.

Section 308  Cost of Construction

The cost of demolishing any improvements on the Property and developing the Property
and constructing the Improvements, including any offsite or onsite improvements required by the
City in connection therewith, shall be the responsibility of the Owner, without any cost to
Agency, subject to the terms of this Agreement.

Section 309  Schedule of Performance

a. Each party to this Agreement shall perform the obligations to be performed by
such party pursuant fo this Agreement within the respective times provided in the Schedule of
Performance, and if no such time is provided, within a reasonable time. The Schedule of
Performance shall be subject to amendment from time to time upon the mutual agreement of the
Agency and Owner.

b. After the Closing, the Owner shall promptly begin and thereafter diligently
prosecute to completion the construction of the Improvements as provided in the Scope of
Development. The Owner shall begin and complete all construction and development within the
times specified in the Schedule of Performance or within such reasonable extensions of said
dates as may be granted by the Agency.

c. During periods of construction, the Owner shall submit to the Agency a written
report of the progress of construction when and as reasonably requested by the Agency, but not
more frequently than once every quarter. The report shall be in such form and detail as may be
reasonably required by the Agency and shall include a reasonable number of construction
photographs (if requested) taken since the last report submitted by the Owner.

Section 310  Indemnification and Insurance

a. QOwner’s Indemnity. To the maximum extent permitted by law, Owner agrees to
and shall defend, indemnify and hold harmless Agency, the City of San Diego, and their
respective officers, officials, employees, contractors and agents from and against all claims,
liability, loss, damage, costs or expenses (including reasonable attorneys’ fees and court costs}
arising from or as a result of the death of any person or any accident, injury, loss or damage
whatsoever caused to any person or the property of any person resulting or arising from or in any
way connected with the following, provided Owner shall not be responsible for (and such
indemnity shall not apply to} any negligence or willful misconduct of the Agency, City, or the1r
respective officers, officials, employees, contractors or agents:

(D The existence, release, presence or disposal on, in, under, about or
adjacent to the Property of any Hazardous Materials, except to the extent it
is due to the negligence or willful misconduct of Agency, City, or their
respective officers, officials, employees, contractors or agents,
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2)

&)

(4)

)

(6)

The development, construction, marketing, use or operation of the
Property by Owner, its officers, contractors, subcontractors, agents,
employees or other persons acting on Owner's behalf (the “Indemnifying
Parties”);

The displacement or relocation of any person from the Property as the
result of the development of the Property by the Indemnifying Parties;

Any Plans or designs for Improvements prepared by or on behalf of
Owner or any of the Indemnifying Parties including, without limitation,
any errors or omissions with respect to such plans or designs;

Any loss or damage to Agency resulting from any inaccuracy in or breach
of any representation or warranty of Owner, or resulting from any breach
or default by Owner, under this Agreement; and

Any and all actions, claims, damages, injuries, chatlenges and/or costs or
liabilities arising from the approval of any and all entitlements or permits
for the Improvements by the City of San Diego or the Agency.

The foregoing indemnity shall continue to remain in effect after the Completion.

b. Insurance Policies.

(1)

Commencing upon the Closing or Owner’s possession of the Property,
whichever occurs first, and at all times prior to the issuance of the Release
of Construction Covenants, Owner shall maintain in effect and deliver to
Agency duplicate originals or appropriate certificates of the following
insurance policies (the “Insurance Policies”):

(a) All-Risk Policies: Owner shall maintain or cause to be
maintained coverage of the type now known as builder's
completed value risk insurance, as delineated on an All
Risk Builder's Risk 100% Value Non-Reporting Form.
Such insurance shall insure against direct physical loss or
damage by fire, lightning, wind, storm, explosion, collapse,
underground hazards, flood, vandalism, malicious mischief,
glass breakage and such other causes as are covered by
such form of insurance. Such policy shall include (1) an
endorsement for broad form property damage, breach of
warranty, demolition costs and debris removal, (2) a
“Replacement Cost Endorsement” in amount sufficient to
prevent Owner from becoming a co-insurer under the terms
of the policy, but in any event in an amount not less than
100% of the then full replacement cost, to be determined at
least once annually and subject to reasonable approval by

Agency, and (3) an endorsement to include coverage for
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(b)

budgeted soft costs. The replacement cost coverage shall
be for work performed and equipment, supplies and
materials furnished to the Property or any adjoining
sidewalks, streets and passageways, or to any bonded
warehouse for storage pending incorporation into the work,
without deduction for physical depreciation and with a
deductible not exceeding $25,000 per occurrence (except
that earthquake coverage, if obtained, shall carry a
deductible not to exceed 25% of the policy amount, or such
other deductible amount as Agency may reasonably
determine is acceptable, in light of the cost of the premium
for such insurance);

Liability Insurance: Owner shall maintain or cause to be
maintained general liability insurance, to protect against
loss from Hability imposed by law for damages on account
of personal injury, including death therefrom, suffered or
alleged to be suffered by any person or persons
whomsoever on or about the Property and the business of
Owner on the Property, or in connection with the operation
thereof, resulting directly or indirectly from any acts or
activities of Owner, or any person acting for Owner, or
under its respective control or direction, and also to protect
against loss from liability imposed by law for damages to
any property of any person occurring on or about the
Property, or in connection with the operation thereof,
caused directly or indirectly by or from acts or activities of
Owner or its tenants, or any person acting for Owner, or
under its control or direction. Such property damage and
personal injury insurance shall also provide for and protect
Agency against incurring any legal cost in defending claims
for alleged loss. Such personal injury and property damage
insurance shall be maintained in full force and effect during
the Term in the following amounts: commercial general
liability in a general aggregate amount of not less than Two
Million Dollars ($2,000,000), $2,000,000 Products and
Completed Operations Aggregate, and $2,000,000 Each
Occurrence. Owner shall deliver to Agency a Certificate of
Insurance evidencing such insurance coverage prior to the
occurrence of the Closing. Owner agrees that provisions of
this paragraph as to maintenance of insurance shall not be
construed as limiting in any way the extent to which Owner
may be held responsible for the indemnification of Agency
or the payment of damages to persons or property resulting
from Owner’s activities, activities of its tenants or the
activities of any other person or persons for which Owner 18
otherwise responsible.
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2)

(3)

4

©

(d)

Automobile Insurance: Owner shall maintain or cause to
be maintained automobile insurance, maintained in full
force and effect in an amount of not less than Two Million
Dollars ($2,000,000) per accident.

Workers” Compensation Insurance: Owner shall maintain
or cause to be maintained workers’ compensation insurance
issued by a responsible carrier authorized under the laws of
the State of California to insure employers against liability
for compensation under the workers’ compensation laws
now in force in California, or any laws hereafter enacted as
an amendment or supplement thereto or in lieu thereof.
Such workers’ compensation insurance shall cover all
persons employed by Owner in connection with the
Property and shall cover liability within statutory limits for
compensation under any such act aforesaid, based upon
death or bodily injury claims made by, for or on behalf of
any person incurring or suffering injury or death in
connection with the Property or the operation thercof by
Owner. Notwithstanding the foregoing, Owner may,
compliance with the laws of the State of California and in
lieu of maintaining such insurance, self-insure for workers’
compensation in which event Lessee shall deliver to
Agency evidence that such self-insurance has been
approved by the appropriate State authorities.

All policies or certificates of insurance shall provide that such policies
shall not be canceled, reduced in coverage or limited in any manner
without at least ten (10) calendar days prior written notice to Agency. All
fire and liability insurance policies (not automobile and Workers’
Compensation) may name the Agency and Owner as insureds, additional
insureds, and/or loss payable parties as their interests may appear.

The Insurance Policies shall name as additional insureds the following:

“The City of San Diego, the Redevelopment Agency of the

City of San Diego, and their officers, officials, employees,
contractors, agents and attorneys.”

Owner agrees to timely pay all premiums for such insurance and, at its
sole cost and expense, to comply and secure compliance with all insurance

requirements necessary for the maintenance of such insurance. Owner

agrees to submit binders or certificates evidencing such insurance to
Agency prior to the Closing. Within thirty (30) calendar days, if

practicable, but in any event prior to expiration of any such policy, copies
of renewal policies, or certificates evidencing the existence thereof, shall

16



be submitted to Agency. All insurance herein provided for under this
Section shall be provided by insurers licensed to do business in the State
of California and rated A-VII or better.

(5) If Owner fails or refuses to procure or maintain insurance as required by
this Agreement, Agency shall have the right, but not the obligation, at
Agency’s election, and upon ten (10) calendar days prior notice to Owner,
to procure and maintain such insurance. The premiums paid by Agency
shall be treated as a loan, due from Owner, to be paid on the first day of
the month following the date on which the premiums were paid. Agency
shall give prompt notice of the payment of such premiums, stating the
amounts paid and the name of the insured(s).

Section 311  Nondiscrimination and Equal Opportunity

a. Compliance with City’s Equal Opportunity Contracting Requirements.

Owner and its contractors, subcontractors, consultants, subconsultants, vendors and
suppliers shall comply with the City’s Equal Opportunity Contracting Requirements, which are
attached to this Agreement as Attachment No. 16 and incorporated herein by this reference.

b. Nondiscrimination.

Owner shall not discriminate on the basis of race, gender, religion, national origin,
ethnicity, sexual orientation, age or disability in the solicitation, selection, hiring or treatment of
any contractors or consultants, to participate in subcontracting/subconsulting opportunities.
Owner understands and agrees that violation of this clause shall be considered a material breach
of this Agreement and may result in termination, debarment or other sanctions. This language
shall be incorporated into all contracts between Owner and any contractor, consultant,
subcontractor, subconsultants, vendors and suppliers.

c. Compliance Investigations.

Upon the City’s request, Owner agrees to provide to the City, within sixty (60) calendar
days, a truthful and complete list of the names of all contractors, subcontractors, consultants,
subconsultants, vendors and suppliers that Owner has used in the past five (5) years on any of its
contracts that were undertaken in San Diego County, including the total dollar amount paid by
Owner for each subcontractor or supply contract. Owner further agrees to fully cooperate in any
investigation conducted by the City pursuant to the City’s Nondiscrimination in Contracting
Ordinance, Municipal Code Sections 22.3501 through 22.3517. Owner understands and agrees
that violation of this clause shall be considered a material breach of the contract and may result
in remedies being ordered against Owner up to and including contract termination, debarment
and other sanctions for violation of the provisions of the Nondiscrimination in Contracting
Ordinance. Owner further understands and agrees that the procedures, remedies and sanctions
provided for in the Nondiscrimination in Contracting Ordinance apply only to violations of the
Ordinance.
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d.  Priorto commencing construction and in accordance with the Schedule of
Performance, Owner shall contact the City’s Equal Opportunity Contracting Program to
determine compliance with all applicable rules and regulations.

Section 312  Local, State and Federal Laws

a. Owner hereby agrees to carry out development, construction (as defined by
applicable law) and operation of the Property, 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). Owner hereby expressly
acknowledges and agrees that neither City nor Agency has ever previously affirmatively
represented to Owner or its contractor(s) for the Property in writing or otherwise, in a call for
bids or otherwise, that the work to be covered by the bid or contract is not a “public work,” as
defined in Section 1720 of the Labor Code. Owner hereby agrees that Owner 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, 1776 and 1781, as.the same
may be enacted, adopted or amended from time to time, or any other provision of law. Owner
hereby agrees that Owner 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. Owner
hereby agrees that Owner shall have the obligation, at Owner’s sole cost, risk and expense, to
obligate any party as may be required by Labor Code Sections 1726, 1776 and 1781, as the same
may be enacted, adopted or amended from time to time, or any other provision of law. Owner
shall indemmify, protect, defend and hold harmless the Agency, City and their respective officers,
officials, employees, contractors and agents, with counsel reasonably acceptable to Agency and
City, from and against any and all loss, liability, damage, claim, cost, expense, and/or “increased
costs” (including labor costs, penalties, reasonable 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 Property, including, without limitation, any and all public
works (as defined by applicable law), results or arises in any way from any of the following: (1)
the noncompliance by Owner 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); (2} the implementation of Chapter
804, Statutes of 2003; (3) 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; (4)
failure by Owner to provide any required disclosure, representation, statement, rebidding and/or
identification which may be required by Labor Code Sections 1726, 1776 and 1781, as the same
may be enacted, adopted or amended from time to time, or any other provision of law; (5) failure
by Owner 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 (6) failure by Owner to obligate any
party as may be required by Labor Code Sections 1726, 1776 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 and construction (as defined by applicable law}
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of the Property, including, without limitation, any public work (as defined by applicable law),
Owner 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 Completion and the recordation of the
Release of Construction Covenants.

b. Before commencement of construction or development of any buildings,
structures or other work of improvement upon any portion of the Property, Owner shall be
responsible for obtaining all permits required by the City for the construction of the
Improvements on the Property and ensuring that the use of the Property for the purposes
described in this Agreement complies with the zoning and other City land use regulations
(including any applicable exemptions and/or exceptions) applicable to the Property.

c. Before commencement of construction or development of any buildings,
structures or other work of improvement upon any portion of the Property, Owner shall satisfy
all conditions to the issuance of any permit required for the development of the Property. The
Agency shall provide reasonable assistance to Owner in obtaining these permits.

d. This Agreement is not a “Development Agreement” under Section 65864 et seq.
of the California Government Code. Owner shall comply with all applicable conditions of
approval required by the City of San Diego.

Section 313 Permits

a. Before commencement of demolition, construction or development of any
buildings, structures or other work of improvement upon any portion of the Property, Owner
shall, at its own expense, secure or cause to be secured, any and all permits which may be
required by the City or any other governmental agency affected by such demolition,
construction, development or work.

b. In cases where it is anticipated that Owner will demolish any structure, Owner
shall contact the City of San Diego for the appropriate procedures pertaining to assessment,
remediation and cleanup.

Section 314  Rights of Access

Representatives of the Agency and the City shall have the reasonable right of access to
the Property, upon twenty-four (24) hours' written notice to Owner (except in the case of an
emergency, in which case Agency shall provide such notice as may be practical under the
circumstances), without charges or fees, at normal construction hours during the period of
construction for the purposes of this Agreement, including, but not limited to, the inspection of
the work being performed in constructing the Improvements. Such representatives of the
Agency or the City shall be those who are so identified in writing by the Executive Director of
the Agency.
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Section 315 Disclaimer of Responsibility by Agency

The Agency neither undertakes nor assumes, nor will have any responsibility or duty to
Owner or to any third party to review, inspect, supervise, pass judgment upon, or inform Owner
or any third party of any matter in connection with the development or construction of the
Improvements, whether regarding the quality, adequacy or suitability of the plans, any labor,
service, equipment or material furnished to the Property, any person furnishing the same, or
otherwise. Owner and all third parties shall rely upon its or their own judgment regarding such
matters, and any review, inspection, supervision, exercise of judgment or information supplied to
Owner, or to any third party by the Agency in connection with such matter is for the public
purpose of redeveloping the Property, and neither Owner (except for the purposes set forth in this
Agreement) nor any third party is entitled to rely thereon. The Agency shall not be responsible
for any of the work of construction, improvement or development of the Property.

Section 316 Taxes, Assessments, Encumbrances and Liens

Owner shall pay, when due, all real estate taxes and assessments assessed and levied on
or against the Property. Prior to Completion, Owner shall not place, or allow to be placed, on
title to the Property or any portion thereof, any mortgage, trust deed, encumbrance or lien not
authorized by this Agreement. In addition, Owner shall remove, or shall have removed, any levy
or attachment made on title to the Property (or any portion thereof), or shall assure the
satisfaction thereof within a reasonable time, but in any event prior to a sale thereunder. Nothing
herein contained shall be deemed to prohibit the Owner from contesting the validity or amount of
any tax assessment, encumbrance or lien, nor to limit the remedies available to the Owner in
respect thereto. The covenants of the Owner set forth in this Section 316 shall remain in effect
only until the issuance and recordation of a Release of Construction Covenants.

Section 317  Prohibition against Transfer

a. Prior to Completion, Owner shall not, except as permitted by this Agreement,
assign or attempt to assign this Agreement or any right herein, nor make any total or partial sale,
transfer, conveyance or assignment of the whole or any part of the Property or the Improvements
thereon, without prior written approval of the Agency. This prohibition shall not be deemed to
prevent the granting of easements or permits to facilitate the development of the Property, nor
shall it prohibit Permitted Transfers. ‘

b. Except as permitted by paragraph a., in the event Owner does assign this
Agreement or any of the rights herein, or does sell, transfer, convey or assign the Property or the
buildings or structures thereon prior to Compietion without the approval of the Agency, subject
to the notice and cure provisions of Section 501, the Agency shall have the right to terminate this
Agreement.

c. In the absence of a specific written agreement by the Agency, and ¢xcept as
otherwise provided in this Agreement, no such sale, transfer, conveyance or assignment of this
Agreement or the Property (or any portion thereof), or approval by the Agency of any such sale,
transfer, conveyance or assignment, shall be deemed to relieve Owner or any other party from
any obligations under this Agreement.
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Section 318 No Encumbrances except Senior Loans

a. Notwithstanding Section 317, upon and after the Closing, Owner shall have the
right to encumber the Property with one or more Senior Loan Deed of Trust, but only for the
purpose of securing loans of funds to be used for financing and refinancing the Acquisition and
Development Costs, and other expenditures necessary and appropriate to develop the Property
under this Agreement, all in accordance with the terms of the Method of Financing and
consistent with the amounts to be financed by Owner per the Method of Financing [Permitted
Financing Purposes]. Prior to Completion: (1) Owner shall not have any authority to encumber
the Property for any purpose other than Permitted Financing Purposes; (2) the Owner shall notify
the Agency in advance of any proposed financing; and (3) Owner shall not enter into any
agreements for financing requiring a conveyance of security interests in the Property without the
prior writien approval of the Agency. The maker of any loan approved by the Agency pursuant
to this Section 318 shall not be bound by any amendment, implementation agreement or
modification to this Agreement subsequent to its approval without such lender giving its prior
wriftent consent.

b. In any event, the Owner shall promptly notify the Agency of any security interest
created or attached to the Property whether by voluntary act of the Owner or otherwise.

c. The words “security interest” and “deed of trust” as used herein include all other
appropriate modes of financing real estate acquisition, construction and land development.

d. The Agency Executive Director or designee shall have the authority to make
reasonable modifications to Sections 317 through 323 that may be requested by a Senior Lender
or Tax Credit Equity Investor, provided such modification does not adversely affect the receipt
of any material benefit by Agency hereunder. Upon the reasonable request of a Senior Lender or
Tax Credit Equity Investor, the Agency Executive Director or designee shall execute from time-
to-time such reasonable modifications, interpretations and estoppel certificates to the extent they
are consistent with the terms of this Agreement.

e. The requirements of this Section 318 shall not apply following Completion.

Section 319 Lender Not Obligated to Construct Improvements

No lender shall be obligated by the provisions of this Agreement to construct or complete
the Improvements or to guarantee such construction or completion. Nothing in this Agreement
shall be deemed or construed to permit, or authorize any such lender to devote the Property to
any uses, or to construct any improvements thereon, other than those uses or Improvements
provided for or authorized by this Agreement.

Section 320  Notice of Default to Mortgagees: Right of Mortgagee to Cure Defaults

Whenever the Agency shall deliver any notice or demand to the Owner with respect to
any breach or default by the Owner in completion of construction of the Improvements, the
Agency shall at the same time deliver to each Senior Lender of record a copy of such notice or
demand. Each such Senior Lender shall (insofar as the rights of the Agency are concerned) have
the right at its option within ninety (90) calendar days after the receipt of the notice, to cure or
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remedy, or commence to cure or remedy, any such default and to add the cost thereof to the
security interest debt and the lien of its security interest. If such default shall be a default which
can only be remedied or cured by such Senior Lender upon obtaining possession of the Property,
such Senior Lender shall seek to obtain possession with diligence and continuity through a
receiver or otherwise, and shall remedy or cure such default within ninety (90) calendar days
after obtaining possession; provided that in the case of a default which cannot with diligence be
remedied or cured, or the remedy or cure of which cannot be commenced within such ninety (90)
calendar day period, such Senior Lender shall have such additional time as reasonably necessary
to remedy or cure such default with diligence and continuity; and provided further that such
Senior Lender shall not be required to remedy or cure any non-curable default of the Owner.
Any Senior Lender who forecloses on its Senior Loan, or is assigned or otherwise succeeds to
Owner's rights under this Agreement, shall have the right to undertake or continue the
construction or completion of the Improvements upon execution of a written agreement with the
Agency by which such Senior Lender expressly assumes the Owner's rights and obligations
under this Agreement, approval of which agreement shall not be unreasonably withheld by
Agency. Any such Senior Lender that properly completes such Improvements shall be entitled,
upon written request made to the Agency, to a Release of Construction Covenants from the
Agency.

Section 321 | Failure of Lender to Complete Improvements

In any case where, six (6) months after default by the Owner, the holder of any mortgage,
deed of trust or other security intéerest creating a lien or encumbrance upon the Property (or
portion thereof) has not elected to complete construction of the Improvements, or if it has elected
to complete the Improvements but has not proceeded diligently with construction, the Agency
may purchase the mortgage, deed of trust or other security interest by payment to the holder of
the amount of the unpaid debt, plus any accrued and unpaid interest and other charges permitted
by the mortgage instrument approved by the Agency. If the ownership of the Property (or

portion thereof) has vested in the holder, the Agency, if it so desires, shall be entitled to a
~ conveyance of the Property from the holder to the Agency upon payment to the holder of an
amount equal to the sum of the following:

a. The unpaid mortgage, deed of trust or other security interest debt at the time title
became vested in the holder (less all appropriate credits, including those resulting
from collection and application of rentals and other income received during
foreclosure proceedings).

b. All expenses with respect to foreclosure.

C. The net expense, if any (exclusive of general overhead), incurred by the holder as
a direct result of the subsequent ownership or management of the Property (or
portion thereof), such as insurance premiums and real estate taxes.

d. The cost of any improvements made by such holder.

€. An amount equivalent to the interest that would have accrued on the aggregate of
such amounts had all such amounts become part of the mortgage or deed of trust
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debt and such debt had continued in existence to the date of payment by the
Agency.

Section 322  Right of the Agency to Cure Defaults

In the event of a default or breach by the Owner of a Senior Loan prior to Completion,
and the Senior Lender has not commenced to complete the development, the Agency may cure
the default prior to completion of any foreclosure. In such event, the Agency shall be entitled to
reimbursement from the Owner of all costs and expenses incurred by the Agency in curing the
default. The Agency shall also be entitled to a lien upon the Property to the extent of such costs
and disbursements. Any such lien shall be subordinate and subject to the Senior Loan.

Section 323 Right of the Agency to Satisfy Other Liens on the Property

Prior to Completion and after the Owner has had a reasonable time to challenge, cure or
satisfy any liens or encumbrances on its interest in the Property, the Agency shall have the right
to satisfy any such liens or encumbrances; provided, however, that nothing in this Agreement
shall require the Owner to pay or make provisions for the payment of any tax, assessment, lien or

charge so long as the Owner in good faith shall contest the validity or amount thereof, and so
~ long as such delay in payment shall not subject the Property to forfeiture or sale. In such event,
the Agency shall be entitled to reimbursement from the Owner of all costs and expenses incurred
by the Agency in satisfying any such liens or encumbrances. The Agency shall also be entitled
to a lien upon the Property to the extent of such costs and expenses. Any such lien shall be
subordinate and subject to dny Senior Loan.

Section 324 Release of Construction Covenants

a. Promptly after Completion of the construction of the Improvements as required
by this Agreement, Agency shall deliver to Owner a Release of Construction Covenants, upon
written request therefor by Owner. Agency shall not unreasonably withhold any such Release of
Construction Covenants. Such Release of Construction Covenants shall be, and shall so state,
conclusive determination of satisfactory completion of the construction required by this
Agreement.

b. The Release of Construction Covenants shall be in such form as to permit it to be
recorded in the Office of the Recorder of San Diego County.

c. If Agency fails to deliver the Release of Construction Covenants within ten (10)
calendar days after written request from Owner, Agency shall provide Owner with a written
statement of its reasons [Statement of Reasons] within that ten (10) calendar day period. The
statement shall also set forth the steps Owner must take to obtain the Release of Construction
Covenants. If the reasons are confined to the immediate unavailability of specific items or
materials for landscaping, or to so-called “punch list” items identified by Agency, Agency will
issue the Release of Construction Covenants upon the posting of a bond by Owner with Agency
in an amount representing Agency's estimate of the cost to complete the work.

d. Such Release of Construction Covenants shall not constitute evidence of
compliance with or satisfaction of any obligation of Owner to any Sentor Lender, or any insurer
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of a mortgage securing money loaned to finance the Improvements, nor any part thereof. Such
~Release of Construction Covenants is not notice of completion as referred to in the California
Civil Code Section 3093.

PART 4. USE OF THE PROPERTY
Section 401 Uses

a. Owner covenants and agrees for itself, its successors, its assigns and every
successor in interest to the Property or any part thereof, that Owner, such successors and such
assignees shall use the Property only for the uses specified in the Redevelopment Plan, this
Agreement (including the Scope of Development), and the Agreement Affecting Real Property.
No change in the use of the Property shall be permitted without the prior written approval of
Agency.

b. Without limiting the generality of the foregoing, Owner shall use the Property for
the development and operation of a residential rental development consisting of forty-five (45)
residential rental units, forty-four (44) of which shall be rented exclusively to Very Low Income
and Low Income households at an Affordable Rent, and one of which shall be used as the
manager’s unit, and a subterranean parking facility providing approximately one hundred seven
(107) parking spaces, and recreational amenities, all as described in the Scope of Development,
in accordance with the requirements of the Agreement Affecting Real Property.

Section 402  Maintenance of the Property

Owner shall maintain the Property in accordance with the requirements of the Agreement
Affecting Real Property.

Section 403  Obligation to Refrain from Discrimination

Owner covenants and agrees for itself, its successors, its assigns and every successor in
interest to the Property or any part thereof, there shall be no discrimination against or segregation
of any person, or group of persons, on account of sex, sexual orientation, marital status, race,
color, creed, religion, national origin or ancestry in the sale, lease, sublease, transfer, use,
occupancy, tenure or enjoyment of the Property nor shall the Owner itself or any person claiming
under or through it establish or permit any such practice or practices of discrimination or
segregation with reference to the selection, location, number, use or occupancy of tenants,
lessees, subtenants, sublessees or vendees of the Property. Owner, specifically and more
particularly, covenants by and for itself, himself or herself, its, his or her heirs, executors,
administrators, and assigns, and all persons claiming under or through them, that there shall be
no discrimination against or segregation of, any person or group of persons on account of any
basis listed in subdivision (a) or () of Section 12955 of the Government Code, as those bases are
defined in Sections 12926, 12926.1, subdivision (m) and paragraph (1) of subdivision (p) of
Section 12955, and Section 12955.2 of the Government Code, in the sale, lease, sublease,
transfer, use, occupancy, tenure, or enjoyment of the Property, nor shall the Owner or any person
claiming under or through it, him or her, establish or permit any practice or practices of
discrimination or segregation with reference to the selection, location, number, use or occupancy
of tenants, lessees, subtenants, sublessees, or vendees of the Property.
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Notwithstanding the preceding paragraph, the provisions relating to discrimination on the
basis of familial status shall not be construed to apply to housing for older persons, as defined in
Section 12955.9 of the Government Code nor be construed to affect Sections 51.2, 51.3, 51.4,
51.10, 51.11, and 799.5 of the Civil Code, relating to housing for senior citizens. Subdivision (d)
of Section 51 and Section 1360 of the Civil Code and subdivisions (n), (0), and (p} of Section
12955 of the Government Code shall also apply to the preceding paragraph.

Section 404  Form of Non-discrimination and Non-segregation Clauses

Owner covenants and agrees for itself, its successors, its assigns and every successor in
interest to the Property or any part thereof or interest therein, there shall be no discrimination
against or segregation of any person, or group of persons, on account of sex, sexual orientation,
marital status, race, color, creed, religion, ancestry or national origin in the sale, lease, sublease,
transfer, use, occupancy, tenure or enjoyment of the Property nor shall Owner, itself or any
person claiming under or through it, establish or permit any such practice or practices of
discrimination or segregation with reference to the selection, location, number, use or-occupancy
of tenants, lessees, subtenants, sublessees, or vendees of the Property. All deeds, leases or
contracts shall contain or be subject to substantially the following nondiscrimination or
nonsegregation clauses:

a. In deeds: “The grantee herein covenants by and for himself or herself, his or her
heirs, executors, administrators, and assigns, and all persons claiming under or through them,
that there shall be no discrimination against or segregation of, any person or group of persons on
account of any basis listed in subdivision (a) or (d) of Section 12955 of the Government Code, as
those bases are defined in Sections 12926, 12926.1, subdivision (m) and paragraph (1) of
subdivision (p) of Section 12955, and Section 12955.2 of the Government Code, in the sale,
lease, sublease, transfer, use, occupancy, tenure, or enjoyment of the premises herein conveyed,
nor shall the grantee or any person claiming under or through him or her, establish or permit any
practice or practices of discrimination or segregation with reference to the selection, location,
number, use or occupancy of tenants, lessees, subtenants, sublessees, or vendees in the premises
herein conveyed. The foregoing covenants shall run with the land.”

Notwithstanding the preceding paragraph, the provisions relating to
discrimination on the basis of familial status shall not be construed to apply to housing for older
persons, as defined in Section 12955.9 of the Government Code nor be construed to affect
Sections 51.2, 51.3, 51.4, 51.10, 51.11, and 799.5 of the Civil Code, relating to housing for
senior citizens. Subdivision (d) of Section 51 and Section 1360 of the Civil Code and
subdivisions (n), (0}, and (p) of Section 12955 of the Government Code shall also apply to the
preceding paragraph.

b. In leases: “The lessee herein covenants by and for himself or herself, his or her
heirs, executors, administrators, and assigns, and all persons claiming under or through him or
her, and this lease is made and accepted upon and subject to the following conditions:
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That there shall be no discrimination against or segregation of any person or
group of persons, on account of any basis listed in subdivision (a) or (d) of
Section 12935 of the Government Code, as those bases are defined in Sections
12626, 12926.1, subdivision (m) and paragraph (1) of subdivision (p} of Section
12955, and Section 12955.2 of the Government Code, in the leasing, subleasing,
transferring, use, occupancy, tenure, or enjoyment of the premises herein leased
nor shall the lessee himself or herself, or any person claiming under or through
him or her, establish or permit any such practice or practices of discrimination or
segregation with reference to the selection, location, number, use, or occupancy,
of tenants, lessees, sublessees, subtenants, or vendees in the premises herein
leased.”

Notwithstanding the preceding paragraph, the provisions relating to
discrimination on the basis of familial status shall not be construed to apply to housing for older
persons, as defined in Section 12955.9 of the Government Code nor be construed to affect
~Sections 31.2, 51.3, 51.4, 51.10, 51.11, and 799.5 of the Civil Code, relating to housing for
senjor citizens. Subdivision {d) of Section 51 and Section 1360 of the Civil Code and
subdivisions (n), (0), and {(p) of Section 12955 of the Government Code shall also apply to the
preceding paragraph.

C. In contracts: “There shall be no discrimination against or segregation of any
person or group of persons, on account of any basis listed in subdivision (a) or (d) of Section
12935 of the Government Code, as those bases are defined in Sections 12926, 12926.1,
subdivision (m) and paragraph (1) of subdivision (p) of Section 12955, and Section 12955.2 of
the Government Code, in the sale, lease, sublease, transfer, use, occupancy, tenure, or enjoyment
of the land, nor shall the transferee itself or any person claiming under or through him or her,
establish or permit any such practice or practices of discrimination or segregation with reference
to the selection, ocation, number, use, or occupancy, of tenants, lessees, sublessees, subtenants,
or vendees of the land.”

Section 405  Effect and Duration of Covenants

The covenants established in this Agreement shall run with the land, without regard to
technical classification and designation, and shall be for the benefit and in favor of the Agency
and enforceable against the original Owner and successors in interest by the Agency or the City.
The covenants described in this Part 4 shall commence upon the Closing, shall be set forth in the
Agreement Affecting Real Property, and shall remain in effect for the respective periods
specified therein.

Section 406 Agreement Affecting Real Property

Concurrently with the Closing, Owner and Agency shall execute and cause the
recordation of an Agreement Affecting Real Property substantially in the form attached to this
Agreement as Attachment No. 6, which is incorporated herein by this reference.

Section 407  Monitoring
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a. The parties acknowledge that this Agreement is subjecﬁ to the provisions of
Section 33418 of the California Health and Safety Code, which provides in pertinent part:

" “(a) An Agency shall monitor, on an ongoing basis, any housing affordable to
persons and families of low or moderate income developed or otherwise made
available pursuant to any provisions of this part. As part of this monitoring, an
Authority shall require owners or managers of the housing to submit an annual
report to the Authority. The annual reports shall include for each rental unit the
rental rate and the income and family size of the occupants . . . . The income
information required by this section shall be supplied by the tenant in a certified
statement of a form provided by the Authority.”

b. To satisfy the requirements of said Section 33418, prior to initial occupancy of the
Improvements, Owner shall enter into a reporting and monitoring agreement with the Agency or
the San Diego Housing Commission, as provided in the Agreement Affecting Real Property.
Owner shall pay customary monitoring fees.

PART 5. DEFAULTS AND REMEDIES

Section 501  Defaults - General

a. Subject to the extensions of time set forth in Section 602, failure or delay by
either party to perform any term or provision of this Agreement constitutes a default under this
Agreement. The party who fails or delays must commence to cure, correct or remedy such
failure or delay and shall complete such cure, correction or remedy with reasonable diligence.

b. The injured party shall give written notice of default to the party in default,
specifying the default complained of by the injured party. Failure or delay in giving such notice
shall not constitute a waiver of any default, nor shall it change the time of default. Except as
otherwise expressly provided in this Agreement, 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. Delays by either party in asserting any of its rights and
remedies shall not deprive either 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.

C. If a monetary event of default occurs, prior to exercising any remedies hereunder,
the injured party shall give the party in default written notice of such default. The party in
default shall have a period of ten (10) calendar days after such notice is received or deemed
received within which to cure the default prior to exercise of remedies by the injured party.

d. If a non-monetary event of default occurs, prior to exercising any remedies
hereunder, the injured party shall give the party in default notice of such default. If the default is
reasonably capable of being cured within thirty (30} calendar days after such notice is received
or deemed received, the party in default shall have such period to effect a cure prior to exercise
of remedies by the injured party. If the default is such that it is not reasonably capable of being
cured within thirty (30) calendar days, and the party in default (1) initiates corrective action
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within said period, and (2) diligently, continually, and in good faith works to effect a cure as
soon as possible, then the party in default shall have such additional time as is reasonably
‘necessary to cure the default prior to exercise of any remedies by the injured party. Inno event
shall the injured party be precluded from exercising remedies if its security becomes or is about
to become materially jeopardized by any failure to cure a default.

e. If Owner fails to take corrective action or cure the default within a reasonable
time, the Agency shall give the Senior Lender and, as provided in paragraph f., below, the Tax
Credit Equity Investor notice thereof. The Tax Credit Equity Investor may take such action,
including removing and replacing the general partner of Owner with a substitute general partner,
who shall effect a cure within a reasonable time thereafter in accordance with the foregoing
provisions. The Agency agrees to accept cures tendered by any Senior Lender or Tax Credit
Equity Investor within the cure periods provided in the Note. Additionally, in the event the
Senior Lender or Tax Credit Equity Investor is precluded from curing a non-monetary default
due to a bankruptcy, injunction, or similar proceeding by or against Owner or the general partner
of Owner, the Agency agrees to forbear from completing a foreclosure (judicial or nonjudicial)
during the period during which the Senior Lender or Tax Credit Equity Investor is so precluded
from acting, not to exceed ninety (90) calendar days, provided such Tax Credit Equity Investor
and Senior Lender are otherwise in compliance with the foregoing provisions. In no event shall
the Agency be precluded from exercising remedies if its rights become or are about to become
materially jeopardized by any failure to cure a default or the default is not cured within ninety
(90) calendar days after the first notice of default is given.

f. After Owner gives written notice to Agency that the Tax Credit Equity Investor
has been admitted to Owner's limited liability company or limited partnership, Agency shall send
to the Tax Credit Equity Investor a copy of all notices of default and all other notices that
Agency sends to Owner, at the address for the Tax Credit Equity Investor as provided by written
notice to Agency by Owner.

Section 502  Institution of Legal Actions

In addition to any other rights or remedies (and except as otherwise provided in this
Agreement), cither party may institute legal action 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 Superior Court of the County of San
Diego, State of California, in any other appropriate court of that county, or in the United States
District Court for the Southern District of California.

Section 503  Applicable Law

The laws of the State of California shall govern the interpretation and enforcement of this
Agreement.
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Section 504  Acceptance of Service of Process

a. In the event that any legal action is commenced by the Owner against the Agency,
service of process on the Agency shall be made by personal service upon the Executive Director
of the Agency, or in such other manner as may be provided by law.

b. In the event that any legal action is commenced by the Agency against the Owner,
service of process on the Owner shall be made by personal service upon the Owner (or upon a
general partner, managing member or officer of the Owner) and shall be valid whether made
within or without the State of California, or in such manner as may be provided by law.

Section 505  Rights and Remedies Are Cumulative

Except with respect to rights and remedies expressly declared to be exclusive 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.

Section 506 Damages

Subject to the notice and cure provisions of Section 501, if either party defaults with
regard to any of the provisions of this Agreement, the non-defaulting party shall serve written
notice of such default upon the defaulting party. If the default is not cured within the time
provided in Section 501, the defaulting party shall be liable to the non-defaulting party for any
damages caused by such default, and the non-defaulting party may thereafter (but not before)
commence an action for damages against the defaulting party with respect to such default.

Section 507  Specific Performance

Subject to the notice and cure provisions of Section 501, if either party defaults with
regard to any of the provisions of this Agreement, the non-defaulting party shall serve written
notice of such default upon the defaulting party. If the default is not cured within the time
provided in Section 501, the non-defaulting party, at its option, may thereafter (but not before)
commence an action for specific performance of the terms of this Agreement pertaining to such
default.

Section 508  Termination by Either Party

Prior to the Closing, either party shall have the right to terminate this Agreement, by
providing written notice to the other party, in the event of a failure of any condition precedent to
the occurrence of the Closing as set forth in the Method of Financing, provided that such
condition is for the benefit of and such failure is outside the control of the party seeking to
terminate this Agreement, whereupon neither the Agency nor Owner shall have any further rights
against or liability to the other under this Agreement.
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Section 509  Termination bv Owner

Prior to the Closing, subject to the notice and cure provisions of Section 501, Owner shall
have the right to terminate this Agreement, by providing written notice to the Agency, in the
event of a default by Agency pursuant to this Agreement, provided that Owner has timely
applied to the California Tax Credit Allocation Committee [CTCAC] for Low Income Housing
Tax Credits.

Section 510 Termination by Agency

a. Agency shall have the right, prior to the Closing, to terminate this Agreement, by
providing written notice to Owner, in the event the Agency does not obtain the Line of Credit or
is not permitted to use proceeds from the Line of Credit, if obtained, for the development of the
Property, whereupon the Agency shall not have any further liability to the Owner and the Owner
shall have no further rights against the Agency under this Agreement.

b. Subject to the notice and cure provisions of Section 501, Agency shall have the
right, prior to the Closing, to terminate this Agreement, by providing written notice to Owner, in
the event of a default by Owner or failure of any condition precedent to the occurrence of the
Closing, including but not limited to the following:

(1) Owner fails to apply timely to CTCAC for Low Income Housing Tax
Credits within the time established therefor in the Schedule of
Performance; or

(2) Owner, having timely applied for Low Income Housing Tax Credits by the
time established therefor in the Schedule of Performance is not approved
by CTCAC, and fails to re-apply timely to CTCAC for Low Income
Housing Tax Credits within the time established therefor in the Schedule
of Performance; or

(3) Owner, after having timely applied for three rounds of Low Income
Housing Tax Credits within the time established therefor in the Schedule
of Performance, is not approved by CTCAC,; or

4 Owner fails to submit to the Agency the evidence of financing
commitments or fails to satisfy any other condition precedent to the
occurrence of the Closing as provided in the Method of Financing within
the time established therefor in the Schedule of Performance; or

(5) Owner (or any successor in interest) assigns or attempts to assign the
Agreement or any right therein, or transfers the Property (or any portion
thereof or interest therein), except as permitted by this Agreement; or

(6) There is substantial change in the ownership of the Owner, or with respect
to the identity of the parties in control of Owner, or the degree thereof
contrary to the provisions of Section 107 hereof;
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{7 Owner fails to submit any of the plans, drawings and related documents
required by this Agreement by the respective dates provided in this
Agreement therefore;

(8) Owner fails to acquire fee title to the Property on or before the Closing
Date; or

(9} There is any other material default by Owner under the terms of this
Agreement which is not cured within the time provided herein.

c. After the Closing, but before Completion, Agency shall have the additional right
to terminate this Agreement in the event any of the following defaults shall occur:

(1) Owner fails to commence construction of the Improvements as required by
this Agreement and such breach is not cured within the time provided in
Section 501 of this Agreement, provided that the Owner shall not have
obtained an extension or postponement to which the Owner may be
entitled pursuant to Section 602 hereof; or

(2) Owner abandons or substantially suspends construction of the
Improvements and such breach is not cured within the time provided in
Section 501 of this Agreement, provided the Owner has not obtained an
extension or postponement to which the Owner may be entitled to
pursuant to Section 602 hereof; or

3 Owner assigns or attempts to assign this Agreement, or any rights herein,
or transfer, or suffer any involuntary transfer of the Property, or any part
thereof, in violation of this Agreement, and such breach is not cured
within the time provided in Section 501 of this Agreement; or

(4) Owner otherwise materially breaches this Agreement, and such breach 1s
not cured within the time provided in Section 501 of this Agreement.

PART 6. GENERAL PROVISIONS
Section 601  Notices

Formal notices, demands and communications between Agency and Owner shall be
deemed sufficiently given if dispatched by first class mail, registered or certified mail, postage
prepaid, return receipt requested, or by electronic facsimile transmission followed by delivery of
a “hard” copy, or by personal delivery (including by means of professional messenger service,
courier service such as United Parcel Service or Federal Express, or by U.S. Postal Service), to
the addresses of Agency and Owner as set forth in Sections 105 and 106 hereof. Such written
notices, demands and communications may be sent in the same manner to such other addresses
as either party may from time to time designate by mail. Any notice that is transmitted by
electronic facsimile transmission followed by delivery of a “hard” copy, shall be deemed
delivered upon its transmission; any notice that is personally delivered (including by means of
professional messenger service, courier service such as United Parcel Service or Federal Express,
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or by U.S. Postal Service), shall be deemed received on the documented date of receipt; and any
notice that is sent by registered or certified mail, postage prepaid, return receipt required shall be
deemed received on the date of receipt thereof.

Section 602  Enforced Delav; Extension of Time of Performance

a. Performance by either party hereunder shall not be deemed to be in default where
delays or defaults are due to war, insurrection, strikes, lock-outs, riots, floods, earthquakes, fires,
casualties, acts of God, acts of the public enemy, epidemics, quarantine restrictions, freight
embargoes, lack of transportation, governmental restrictions or priority, litigation, unusually
severe weather, inability to secure necessary labor, material or tools, delays of any contractor,
sub-contractor or supplier, acts of the other party, acts or failure to act of the City of San Diego
or any other public or governmental agency or entity (except that acts or failure to act of Agency
shall not excuse performance of Agency), or any causes beyond the control or without the fault
of the party claiming an extension of time to perform.

b. An extension of time for any such cause listed above [Force Majeure Delay] shall
be for the period of the enforced 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 thirty (30) calendar days of knowledge of the commencement of the cause.
Notwithstanding the foregoing, none of the foregoing events shall constitute a Force Majeure
Delay unless and until the party claiming such delay and interference delivers to the other party
written notice describing the event, its cause, when and how such party obtained knowledge, the
date and the event commenced, and the estimated delay resulting therefrom. Any party claiming
a Force Majeure Delay shall deliver such written notice within thirty (30) calendar days after it
obtains actual knowledge of the event. Times of performance under this Agreement may also be
extended in writing by the Agency and the Owner.

Section 603  Conflict of Interest

a. No member, official, or employee of Agency shall have any personal mnterest,
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/her personal interests or the interests
of any corporation, partnership, or association in which he/she is, directly or indirectly,
interested. '

b. Owner warrants that it has not paid or given, and will not pay or give, any third
person any money or other consideration for obtaining this Agreement.

Section 604  Non-liability of Agency Officials and Employees

No member, official, agent, legal counsel or employee of Agency shall be personally
liable to Owner, or any successor in interest in the event of any default or breach by Agency or
for any amount which may become due to Owner or successor or on any obligation under the
terms of this Agreement.
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Section 605  Inspection of Books and Records

Prior to Completion, the Agency shall have the right at all reasonable times to inspect the
books and records of the Owner pertaining to the Property as pertinent to the purposes of this
Agreement. The Owner shall also have the right at all reasonable times to inspect the books and
records of the Agency pertaining to the Property as pertinent to the purposes of this Agreement.

Section 606  Approvals

a. Except as otherwise expressly provided in this Agreement, approvals required of
Agency or Owner in this Agreement, including the attachments hereto, shall not be unreasonably
withheld or delayed. All approvals shall be in writing. Failure by either party to approve a
matter within the time provided for approval of the matter shall not be deemed a disapproval, and
failure by either party to disapprove a matter within the time provided for approval of the matter
shall not be deemed an approval.

b. Except as otherwise expressly provided in this Agreement, approvals required of
the Agency shall be deemed granted by the written approval of the Agency's Executive Director
or designee. Agency agrees to provide notice to Owner of the name of the Executive Director's
designee on a timely basis, and to provide updates from time to time. Notwithstanding the
foregoing, the Executive Director or designee may, in his/her sole discretion, refer to the
governing body of the Agency any item requiring Agency approval; otherwise, “Agency
approval” shall mean and refer to approval by the Executive Director or designee.

Section 607 Real Estate Commissions

Neither Owner nor Agency shall be liable for any real estate commissions or brokerage
fees which may arise from this Agreement. Owner and Agency each represents that it has
engaged no broker, agent or finder in connection with this Agreement.

Section 608  Construction and Interpretation of Agreement

a. The language in all parts of this Agreement shall in all cases be construed simply,
as a whole and in accordance with its fair meaning and not strictly for or against any party. The
parties hereto acknowledge and agree that this Agreement has been prepared jointly by the
parties and has been the subject of arm's length and careful negotiation over a considerable
period of time, that each party has been given the opportunity to independently review this
Agreement with legal counsel, and that each party has the requisite experience and sophistication
to understand, interpret, and agree to the particular language of the provisions hereof.
Accordingly, in the event of an ambiguity in, or dispute regarding the interpretation of this
Agreement, this Agreement shall not be interpreted or construed against the party preparing it,
and instead other rules of interpretation and construction shall be utilized.

b. If any term or provision of this Agreement, the deletion of which would not
adversely affect the receipt of any material benefit by any party hereunder, shall be held by a
court of competent jurisdiction to be invalid or unenforceable, the remainder of this Agreement
shall not be affected thereby and each other term and provision of this Agreement shall be vahd
and enforceable to the fullest extent permitted by law. It is the intention of the parties hereto that
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in lieu of each clause or provision of this Agreement that is illegal, invalid, or unenforceable,
there be added as a part of this Agreement an enforceable clause or provision as similar in terms
to such illegal, invalid, or unenforceable clause or provision as may be possible.

c. The captions of the articles, sections, and subsections herein are inserted solely
for convenience and under no circumstances are they or any of them to be treated or construed as
part of this instrument.

d. References in this instrument to this “Agreement” mean, refer to and include this
instrument as well as any riders, exhibits, addenda and attachments hereto (which are hereby
incorporated herein by this reference) or other documents expressly incorporated by reference in
this instrument. Any references to any covenant, condition, obligation, and/or undertaking
“herein,” “hereunder,” or “pursuant hereto” (or language of like import) shall mean, refer to, and
include the covenants, obligations, and undertakings existing pursuant to this instrument and any
riders, exhibits, addenda, and attachments or other documents affixed to or expressly
incorporated by reference in this instrument.

€. As used in this Agreement, and as the context may require, the singular includes
the plural and vice versa, and the masculine gender includes the feminine and vice versa.

Section 609 Time of Essence

Time is of the essence with respect to the performance of each of the covenants and
agreements contained in this Agreement.

Section 610  No Partnership

Nothing contained in this Agreement shall be deemed or construed to create a
partnership, joint venture, or any other similar relationship between the parties hereto or cause
Agency to be responsible in any way for the debts or obligations of Owner or any other Person.

Section 611 Compliance with Law

Owner agrees to comply with all the requirements now in force, or which may hereafter
be in force, of all municipal, county, state and federal authorities, pertaining to the development
and use of the Property and the Improvements, as well as operations conducted thereon. The
judgment of any court of competent jurisdiction, or the admission of Owner or any lessee or
permittee in any action or proceeding against them, or any of them, whether Agency be a party
thereto or not, that Owner, lessee or permittec has violated any such ordinance or statute in the
development and use of the Property shall be conclusive of that fact as between Agency and
Owner.

Section 612  Binding Effect

This Agreement, and the terms, provisions, promises, covenants and conditions hereof,
shall be binding upon and shall inure to the benefit of the parties hereto and their respective
heirs, legal representatives, successors and assigns.
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Section 613 No Third Party Beneficiaries

The parties to this Agreement acknowledge and agree that the provisioﬁs of this
Agreement are for the sole benefit of Agency and Owner, and not for the benefit, directly or
indirectly, of any other person or entity, except for the City and as otherwise expressly provided
herein.

Section 614  Authority to Sign

Owner hereby represents that the persons executing this Agreement on behalf of Owner
have full authority to do so and to bind Owner to perform pursuant to the terms and conditions of
this Agreement. '

Section 615  Incorporation by Reference

Each of the attachments and exhibits attached hereto is incorporated herein by this
reference.

Section 616  Counterparts

This Agreement may be executed by each party on a separate signature page, and when
the executed signature pages are combined, shall constitute one single instrument.

PART 7. ENTIRE AGREEMENT, WAIVERS AND AMENDMENTS

a. This Agreement is executed in five duplicate originals, each of which is deemed
to be an original. This Agreement includes thirty-six (36) pages and seventeen (17) attachments,
which constitutes the entire understanding and agreement of the parties.

b. This Agreement integrates all of the terms and conditions mentioned herein or
incidental hereto, and supersedes all negotiations or previous agreements between the parties
with respect to all or any part of the subject matter hereof.

c. All waivers of the provisions of this Agreement must be in writing and signed by
the appropriate authorities of Agency or Owner, and all amendments hereto must be in writing
and signed by the appropriate authorities of Agency and Owner.
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PART 8. TIME FOR ACCEPTANCE OF AGREEMENT BY AGENCY

This Agreement, when executed by Owner and delivered to Agency, must be authorized,
executed and delivered by Agency within sixty (60) calendar days after date of signature by
Owner or this Agreement may be terminated by Owner upon written notice to Agency. The
effective date of this Agreement shall be the date when this Agreement has been executed by
Agency.

IN WITNESS WHEREOF, Agency and Owner have signed this Agreement as of the
dates set opposite their signatures.

REDEVELOPMENT AGENCY
OF THE CITY OF SAN DIEGO

Dated: . By:

James T. Waring
Assistant Executive Director

APPROVED the form and legality of this Agreement
this day of , 2007.

MICHAEL J. AGUIRRE, General Counsel

By

Kendall D. Berkey
Deputy General Counsel

SYEP ASSOCIATES, a California limited
parinership.

By:  Las Palmas Foundation,
A California non-profit public benefit
corporation.

Itst  Managing General Pariner.

ouct 517/ st 0 M

Jos M. Michaels
President




ATTACHMENT NO. 1

SITE MAP
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ATTACHMENT NO. 2
LEGAL DESCRIPTION

[Behind this page.]



Order Number: NCS-203127-1)
Page Number: 8

LEGAL DESCRIPTION

Real property in the City of San Diego, County of San Diego, State of California, described as
follows;

Parcel 1:

That portion of the Southwest Quarter of the Southeast Quarter of Section 35, Township 18
South, Range 2 West, San Bernarding Meridian, in the City of San Diego, County of San Diego,
State of California, according o Official Plat thereof, being described as follows:

Beginning at the Northeast corner of the said Southwest Quarter of the Southeast Quarter;
thence Southerly 550 feet along the Easterly line of said Quarter Quarter Section to a point;
thence Wast 10 rods to a point on the Easterly line of that Parcel of land described in Deed to
Sophia Stelzer, recorded March 3, 1916, in Book 703, Page 231, Deeds, San Diego County
Records; distant thereon 5350 -feet South of the Northeast comer thereof; thence Northerly 550
feet along said Easterly jine {c the Northerly line of said Southwest Quarter of the Southeast
Quarter; thence East 10 rods along said Northerly line to the point of beginning.

Parcet 2:

That portion of the Southwest Quarter of the Southeast Quarter of Section 35, Township 18
South, Range 2 West, San Bernardino Meridian, in the City of San Diego, County of San Diego,
State of California, according to Official Plat thereof, being described as follows;

Commengcing at the Northeast corner of the said Southwest Quarter of the Southeast Quarter;
thence Southerly 550 feet along the Easterly fine of said Quarter Quarter Section to the true point
of beginning; thence West 10 rods to a point on the Easterly line of that Parcel of land described

" in Deed to Sophia Stelzer, recorded March 3, 1916, in Book 703, Page 231, Deeds, San Diego
County Records; distant thereon 550 feet South of the Northeast cormer thereof; thence
Southerly along the East [ine of said Stelzer's Land 1o the Northerly line of San Ysidro Blvd,
{formerly Tijuana Bivd.; thence Easterly and Southerly along the Northerty fine of said San Ysidro
Bivd., 10 rods, more or less, to the East line of said Southwest Quarter of the Southeast Quarter
of Section 35; thence Northerly along the East line of said Southwest Quarter of the Southeast
Quarter of Section 35, to the true point of beginning.

APN: 638-080-47-00 and 638-080-49-00

First American Title Insurance Company



ATTACHMENT NO. 3
METHOD OF FINANCING

This 1s the Method of Financing attached to the Owner Participation Agreement
[Agreement] between the Redevelopment Agency of the City of San Diego [Agency] and SYEP
Associates, a California Limited Partnership [Owner], pertaining to the development of a
residential rental development consisting of forty-five (45) residential rental units, forty-four (44)
of which shall be rented exclusively to Very Low Income and Low Income households at an
Affordable Rent, and one of which shall be used as the manager’s unit, and a subterranean
parking facility providing approximately one hundred seven (107) parking spaces, and
recreational amenities. 'Any capitalized term not otherwise defined herein shall have the
meaning ascribed to such term in the Agreement.

1. Total Acquisition and Development Costs. The parties estimate that the costs
of acquisition and development of the Property (including construction of the Improvements) by
Owner will be approximately $20,027,000 [ Acquisition and Development Costs], to be provided
as follows in Section 2 of this Method of Financing. As detailed in the Project Budget, the
portion of the Acquisition and Development Costs representing the land acquisition cost is
$2,635,000. Any costs to acquire the land in excess of $2,635,000 shall be paid by the Owner
with no additional financial assistance by the Agency.

2. Sources of Financing. The parties anticipate that the costs of acquisition and
development of the Property and construction of the Improvements thereon { Acquisition and
Development Costs] shall be financed with a combination of loans and Owner's equity, as set
forth in the following chart and as described below:

Source of Funds

Land Acquisition

Agency Residual Receipts Loan (at $27 per sq. ft.) $ 2,635,000’

Construction
Construction Loan $ 8,642,000
Costs Paid at Close of Permanent Loan (Deferred) $ 1,100,000
Low Income Housing Tax Credit (LIHTC) - 9% $ 6,679,000
Agency Residual Receipts Loan - $ 971,000
TOTAL _ $20,027,000

! Any cosis to acquire the land in excess of $2,635,000 shal! be paid by the Owner with no additional financial
assistance by the Agency.

% Agency Residual Receipts Loan shall be reduced dollar-for-dollar if Owner is awarded Affordable Housing
Program [AHP] Grant funds, which Owner shall apply for in the principal amount of $113,000.



Permanent

Permanent Loan $2,723,000
LIHTC ~ 9% $13,358,000
Deferred Developer Fee $ 340,000
Agency Residual Receipts Loan $ 3,606,000

TOTAL FINANCING . $20,027,000
a. A construction loan to be made by a bank or other lender in the

approximate original principal amount of $8,642,000, to be secured by a
first priority deed of trust {Construction Loan], to be repaid upon
Completion and rent-up in part by the proceeds of a permanent loan in the
approximate original principal amount of $2,723,000 [Permanent Loan].

b. A fifty-five (55) year land-acquisition/construction/permanent loan from
the Agency in the original principal amount of $3,606,000 [Residual
Receipts Loan] disbursed in accordance with the Disbursement
Agreement, attached fo the Agreement as Attachment No. 15, fo be
secured by a deed of trust to be in second priority, subordinate only to the
Construction Loan during construction and to the Permanent Loan upon
repayment of the Construction Loan. The Residual Receipts Loan shall be
repaid to the extent of the Agency's Share of the Residual Receipts (as
defined in the Residual Receipts Promissory Note), and shall be subject to
a principal reduction in the event of “Cost Savings” of the Acquisition and
Development Costs, including a reduction in the cost of the Property at
time of acquisition, or “Additional Proceeds” available to Owner for
funding the Acquisition and Development Costs as follows: To the extent
final Acquisition and Development Costs are less than $20,027,000, or to
the extent the Owner finds alternative funding sources to pay for the
Acquisition and Development -Costs and the final Acquisition and
Development Costs are not greater than $20,027,000, or fo the extent the
Owner is granted Affordable Housing Program Grant funds, then the
resulting cost savings [Cost Savings] or additional proceeds [Additional
Proceeds] shall be allocated to reduce the Agency’s Residual Receipts
Loan amount dollar-for-dollar. The Agency's Share from Cost Savings
and Additional Proceeds shall be one hundred percent (100%). The terms
of repayment of the Residual Receipts Loan are set forth in the Residual
Receipts Promissory Note attached to the Agreement as Attachment No. 8.
The Agency and Owner agree that the Residual Receipts Loan shall be
reduced dollar-for-dollar to the extent Owner obtains additional funding
sources such as tax credits, Affordable Housing Program Grant funds, or

E Agency Residual Receipts Loan shall be reduced dollar-for-dollar if Owner is awarded Affordable Housing
Program [AHP] Grant funds, which Owner shall apply for in the principal amount of $113,000.
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other funding or to the extent there are Cost Savings such that all
Acquisition and Development Costs may be paid with the other sources of
funds remaining available. However, in the event any of the permanent
financing sources are greater than the respective amounts set forth in this
Method of Financing but the Acquisition and Development Costs are
greater than $20,027,000, then the increased amount of any of the
permanent financing sources {excluding any Affordable Housing Program
Grant funds awarded to Owner) may first be used to pay the increase in
Acquisition and Development Costs, then any remaining funds shall be
used to reduce the Agency Residual Receipts Loan dollar-for-dollar.
Except as otherwise provided by the Agreement, the Agency Residual
Receipts Loan shall not be subordinated to such increased amount of any
permanent financing sources beyond the sources and respective amounts
allowed by the Agreement and stated above in this Section 2 of the
Method of Financing, without the prior written approval of the Agency.

Equity from the Owner [Owner Equity], consisting of the following:

(1)  Approximately $6,679,000 to be provided by the Tax Credit
Equity Investor and disbursed during the construction period, increasing to
$13,358,000 upon Completion, lease-up and stabilized operation; and

(2) Approximately $340,000 in Deferred Developer Fee, which shall
be deferred for payment until after construction of Improvements is
completed. The Deferred Developer Fee, plus interest at the minimum
nterest all owed under IRS rules, shall be paid out of Residual Receipts in
its entirety before Residual Receipts are distributed to Agency to pay
against the Residual Receipts Loan;

3) Approximately $1,100,000 in deferred costs to be paid upon the
close of the Permanent Loan.

Owner Equity consists of funds provided by Owner that are not secured by
any deed of trust.

Owner shall apply in a timely manner, in accordance with the Schedule of
Performance, for an Affordable Housing Program [AHP] Grant under the
Federal Home Loan Bank Affordable Housing Program in the principal
amount of $113,000, to be secured by a deed of trust that is junior and
subordinate fo the Agency’s Residual Receipts Loan, which, if approved,
would reduce the Agency Residual Receipts Loan by the amount of the
AHP Grant dollar for dollar.

Owner shall be responsible for providing all funds which may be needed
to pay for cost overruns and contingencies not otherwise funded by the
funding sources described in Section 2 above.
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3. Project Budget. The parties anticipate that all Acquisition and Development
Costs shall be as set forth in the Project Budget attached to the Agreement as Attachment No. 7
[Project Budget], incorporated herein by this reference. The Project Budget shall be subject to
change from time-to-time, subject to the prior written approval of material changes by the
Agency Executive Director or designee (which approval shall not be unreasonably withheld),
upon which approval, the Project Budget shall be replaced by the approved revised Project
Budget.

4, Evidence of Financing. The sum of the sources of funds described in Section 2,
above, shall be sufficient at all times to pay all Acquisition and Development Costs as set forth in
the most recently approved Project Budget. Within the time provided in the Schedule of
Performance, Owner shall submit, for Agency review and approval, evidence of such financing,
including copies of all documents required by the Tax Credit Equity Investor relating to the Low
Income Housing Tax Credit, all documents required by the construction lender relating to the
Construction Loan, and all documents required for any other funding source. The Agency shall
not unreasonably withhold its approval. Owner shall provide written certification to the Agency
that such financing documents are correct copies of the actual documents to be executed by
Owner on or before the Closing Date. To the extent that the sum of the sources of funds
described in Section 2, above, is insufficient to pay all Acquisition and Development Costs,
Owner shall demonstrate to the satisfaction of the Agency Executive Director the availability of
additional Owner's Equity sufficient to pay such costs.

5. Subordination. The Agency Residual Receipts Loan Documents and the
Agreement Affecting Real Property (Including Rental Restrictions) shall be subordinate to the
regulatory agreement to be recorded in connection with the Low Income Housing Tax Credits,
and the lien of any deed of trust securing the Construction Loan and the Permanent Loan. Prior
to the recordation of any such instrument, the Executive Director of the Agency or designee shall
execute such instruments as may be necessary to subordinate the Agency Residual Receipts Loan
Documents and the Agreement Affecting Real Property to the deed of trust securing such loan,
any regulatory agreement recorded in connection with the funding, and the regulatory agreement
between Owner and the California Tax Credit Allocation Committee to be recorded in
connection with the Low Income Housing Tax Credits. Provided, however, that Agency's
agreement to subordinate the Agency Residual Receipts Loan Documents and the Agreement
Affecting Real Property to the Construction Loan and the Permanent Loan shall be subject to the
lender agreeing to provide written commitments reasonably designed to protect the Agency's
investment in the event of default, as provided in California Health and Safety Code Section
33334.14. The Federal AHP funding, if granted, will be subordinate to the Agency Residual
Receipts Loan. '

6. Conditions Precedent to the Closing. The Closing and the disbursement of any
portion of the Agency Residual Receipts Loan is conditioned upon each of the following
occurring prior to the scheduled Closing Date set forth in the Schedule of Performance:

a. Title Insurance Policies. Title Company to be committed to issue Lender's
Title Insurance Policies to the Agency and to the Construction Lender, or
other funding source. .




.

Final Working Drawings. Owner to submit and Agency to approve final
working drawings.

Project Budget. Owner to deliver to the Agency a final project budget or
any revisions to the final Project Budget attached fo the Agreement as
Attachment No. 7, demonstrating to the satisfaction of the Agency the
availability of sufficient funds to pay all Acquisition and Development
Costs,

Construction Contract. Owner to deliver a general construction contract
between the Owner and a licensed general contractor, covering all
construction required by the Agreement and the approved final working
drawings, in an amount that is consistent with the final Project Budget,
together with a construction schedule showing a detailed trade-by-trade
breakdown of the estimated periods of commencement and completion of
construction and complete fixturization of the Project, demonsirating that
construction will be completed within the time provided in the Schedule of
Performance.

Evidence of Financing. Owner shall have submitted to the Agency all
approvals or other evidences of lender commitments described in this
Method of Financing, and the Agency Executive Director.or designee
shall have approved such evidence relating to the Construction Loan, Low
Income Housing Tax Credit syndication and other Owner Equity or any
other funding sources.

Insurance. Owner to submit to the Agency evidence of the Insurance
Policies required by the Agreement, naming as additional insureds the
following:

“The City of San Diego, the Redevelopment Agency of the City of
San Diego, and their officers, officials, employees, contractors and
agents.” '

Work Force Report/EO Plan and Report. Owner to prepare and deliver to
the Agency its Work Force Report or Equal Opportunity Plan, and Initial
Equal Opportunity Report, to the extent required by the Agreement.

Permits. Owner to deliver a list of all permits required for any demolition
and the construction and use of the Improvements, demonstrating that all
variances, entitlements and approvals have been obtained and that all
conditions for the issuance of all necessary permits have been satisfied
(with the exception of payment of fees, which payment is provided for in
the approved Project Budget). Subject to the foregoing, permits are not
required to be issued until needed for the appropriate stage of
development.



Resident Marketing and Selection Plan. Owner to deliver to Agency a
Resident Marketing and Selection Plan.

Owner Formation Documents. Owner and Assignee, if applicable, to
deliver documentation relating to the corporate, partnership, limited
liability or other similar status of each entity, as the case may be (and if
Owner or Assignee is a limited partnership, its general partners, and if
Owner or Assignee is a limited liability company, its members), including,
without limitation and as applicable: limited partnership agreement and
any amendments thereto; articles of incorporation; State of California
Limited Liability Company Articles of Incorporation (LLC-1), Statement
of Information and Operating Agreement (including any amendments
thereto); copies of all resolutions or other necessary actions taken by such
entity to authorize the execution of the Agreement and related documents;
a certificate of status issued by the California Secretary of State; and a
copy of any Fictitious Business Name Statement, if any, as published and
filed with the Clerk of San Diego County.

Evidence of Escrow. Owner to submit documentation to Agency
evidencing the opening of escrow to acquire the Property.

Appraisal of Property. Owner to submit a current appraisal of the
Property showing the then current fair market value of the Property during
the escrow period prior to and during the scheduled Closing Date.

Recording Instructions. Owner to submit a true and correct copy of the
final escrow instructions to Agency and Agency counsel to prepare such
supplemental escrow instructions for the Escrow Agent as may be needed,
as determined by the Agency in the Agency’s sole discretion.

Closing Certificate. Agency to submit to Escrow a certificate stating that
all conditions to recording of the documents have been satisfied.

Documents. Agency, Owner, and other parties, as appropriate, to execute
the following documents:

¢} Agreement Affecting Real Property (to be signed by Owner and
Agency);
(2) Residual Receipts Promissory Note (to be signed by Owner);

(3) Deed of Trust (to be signed by Owner);

(4) Assignment of Rents (to be signed by Owner);



)

(6)
(7)
(8)

©)

Assignment of Agreements (to be signed by Owner and project
architect);

Environmental Indemnity (to be signed by Owner};
UCC-1 Financing Statement (to be signed by Owner);

Subordination Agreement (to be signed by Agency, Owner and
Construction Lender); and

Disbursement Agreement (to be signed by Agency, Owner, and
Construction Lender).

Annual Monitoring Contract. Owner shall provide annual funding to pay

for an Annual Monitoring Contract, as well as any costs associated
therewith, and shall deliver to the Agency such a Contract between the
Owner and the San Diego Housing Commission and the Agency, for the
purpose of the Housing Commission monitoring and reporting to the
Agency of Owner’s compliance with affordable housing operations,
accounting and record keeping standards and requirements.



ATTACHMENT NO. 4

SCOPE OF DEVELOPMENT

DEVELOPER RESPONSIBILITIES

General

The development is planned to be located on the “Property” and consists of
approximately 56,800 square feet of low income residential rental apartments plus an
associated subterrancan parking garage providing approximately 107 parking spaces.
The project consists of 45 residential units, 44 of which shall be rented to Very Low
Income and Low Income households, plus one manager unit, located at 104 Averil Road,
bounded on the west by Averil Road, the south by San Ysidro Boulevard, and the north
by Sunset Lane within the City of San Ysidro, State of California. Project amenities will
include recreation/play facilities, a computer room, a multipurpose center, educational
programs and a picnic area.

The project's physical design consists of two 2- and 3-story buildings with subterranean
parking. The apartment buildings will include two-, three-, and four-bedroom units. The
Gross Building Area (GBA) is approximately 70,110 square feet, with a total of 107
parking spaces, or approximately 2.0 spaces per unit.

Urban Design Standards

The proposed development, including its architectural design concepts, landscape
features and off-site improvements, shall be subject to design review by the Agency in
accordance with adopted procedures. The following specific conditions, will be used as a
basis for evaluating the development through all stages of the design review process.

1. Architectural Standards

The architecture of the development shall establish a high quality of design and
complement the San Ysidro community according to the input of the San Ysidro
Community Planning Committee.

Building facades shall be varied both horizontally and vertically to create visual
interest.

The structures shall emphasize the scale, proportion, and massing found within
the community with contemporary design features satisfactory to the Agency.

2. Building Materials

Framing elements such as bulkheads may be painted stucco, fiberglass, or other
highly finished materials.

Window frames should be vinyl.
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No grates, grills, bars, either permanent, retractable or temporary shall be
permitted on windows, doors or alcoves.

Reflectivity of the glass shall be the minimum reflectivity required by Title 24.

A materials board which illustrates the location, color, quality and texture of
proposed exterior materials shall be submitted with Design Development
Drawings.

Street Level Desien

The Site will be appropriately landscaped with several new street trees and non-
contiguous sidewalks being added.

Architectural features such as recessed awnings, or other design features which
add human scale to the streetscape, are encouraged where they are consistent with
the design theme of the structure.

Roof Tops

Mechanical equipment, vents or other roof top appurtenances must be grouped,
painted out and architecturally screened or enclosed from view of surrounding
buildings.

Ventilation devices shall conform to requirements set forth in the Uniform
Building Code and Uniform Mechanical Code.

A rooftop equipment and appurtenance location and screening plan shall be
prepared and submitted with Final Construction Drawings.
Signin

All signage plans shall comply with the San Diego Municipal Code and standards
contained in Chapter X1 of the San Diego Municipal Code and shall be prepared
and submitted in conjunction with submittal of Design Development Drawings.

" No sign, inflatable display or banner may be located on the roof of any structure.

Lighting

A lighting plan for illumination of the project shall be submitted to the Agency for
review and approval.

Noise Control

All mechanical equipment, including but not limited to, air conditioning, heating
and exhaust systems, shall comply with the City of San Diego Noise Ordinance
and California Noise Insulation Standards as set forth in Title 24 of the California
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Code of Regulations. The exhaust system for mechanically ventilated structures
shall belocated to mitigate noise and exhaust impacts on adjoining development,
particularly residential. '

Energy Considerations

The design of the improvements shall include, where feasible, energy
conservation construction techniques and design, including co-generation
facilities and active and passive solar energy design. The Developer shall be
required to demonstrate consideration of such energy features during the design
review process.

Common Areas:

Landscaped and community room areas shall be provided substantially in
conformance with the drawings provided.

Off-site Improvements

1.

City Utilities (sewer, water, and storm drain):

The Developer shall be responsible for the connection of on-site sewer, water and
roof drain laterals to the appropriate utility mains within the street and beneath the
sidewalk. The Developer may use existing laterals if acceptable to the City, and if
not, the Developer shall cut and plug existing laterals at such places and in the
manner required by the City, and install new laterals.

Franchise Public Utilities:

The Developer shall submit a plan at the Design Development stage which
illustrates installation of franchise utilities, including gas, cable television and
electrical distribution lines within the project as well as the connection of these
ufilities to franchised infrastructure adjoining the Site. -

The Developer shall be responsible for the installation or relocation of franchise
utility connections including, but not limited to, gas, electric, telephone and cable,
to the project and all extensions of those utilities in public street. No overhead
ptility poles or wires shall be included in the project.

Site Preparation

The Developer, at its cost and expense, shall prepare the Site for development. Such Site
preparations shall consist of the following:

i.

Complete demolition and removal of all existing buildings, other structures and
improvements including the removal of all asphalt concrete, concrete, bricks,
lumber, pipes, equipment and other material and all debris and rubbish resulting
from such demolition.
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Complete removal of all subsurface improvements, foundations, walls, slabs,
basements, tanks and abandoned utilities as necessary to construct the project.

Disconnection, capping and removal of utility lines, installations, facilities and
related equipment within or on the Site.

All of items (1) through (3) inclusive shall be performed in accordance with City
requirements.

Removal and/or Remedy of Soil and/or Water Contamination

The Developer shall (at its own cost and expense) remove and/or otherwise remedy to the
level of clean-up identified in the environmental remediation plan prepared by a
consultant mutually acceptable to Developer and Agency, as required by law and
implementing rules and regulations, and as required by appropriate governmental
authorities, any contaminated or hazardous soil and/or water conditions on the Site after
conveyance of the Site to the Developer. Such work may include without limitation the
following:

1.

Remove {and dispose of) and/or treat any contaminated soil and/or water on the
Site as necessary to comply with applicable governmental standards and
requirements.

Design and construct all improvements on the Site in a manner which will assure
protection of occupants and all improvements from any contamination, whether in
vapor or other form, and/or from the direct and indirect effects thereof.

Prepare a site safety plan, if required by any governmental entity and submit it to
such authority for approval in connection with obtaining a building a permit for
the construction of improvements on the Site. Such Site safety plan shall assure
workers and other visitors to the Site of protection from any health and safety
hazards during development and construction of the improvements. Such Site
safety plan shall include monitoring and appropriate protective action against
vapors and/or the effect thereof,

Obtain from the County of San Diego and/or California Regional Water Quality
Control Board and/or any other authorities required by law any permits or other
approvals required in connection with the removal and/or remedy of soil and/or
water contamination, in connecfion with the development and construction on the
Site.

The Developer agrees that the Agency, and its consultants and agents, shall have
the right (but not the obligation) to enter upon the Site at any time to monitor the
excavation and construction on the Site, to test the soils and/or water on the Site,
and to take such other actions as may be reasonably necessary to assure
compliance with this Section of the Scope of Development. Nothing herein
(including without limitation the Agency's right to inspect) shall be construed to
make the Agency, the City, or their respective officers, employees, contractors
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and agents liable for the responsibilities under the Agreement, including this
Scope of Development, and the provisions and requirements of the Agreement
- shall apply with respect.thereto.

Environmental Impact Mitigation and Archaeological Protection

The Developer shall implement all mitigation measures and/or mitigation monitoring
requirements as identified in the Mitigated Negative Declaration (No. 106926), filed with
the City Clerk of the City of San Diego.

The Developer shall conduct or cause to be conducted, archaeological monitoring of the
Site prior to and during demolition and grading activities on the Site.

Construction Fence

The Developer shall install a temporary construction chain link. The construction fence
shall be maintained free of litter and in good repair for the duration of its installation.

Development Identification Signs

Prior to commencement of construction on the Site, the Developer shall prepare and
install, at its cost and expense, two signs - on the barricades around the Site (one on each
side) which identifies the development. The signs shall be at least four (4) feet by six (6)
feet and be visible to passing pedestrian and vehicular traffic. The design of the signs as
well as their proposed locations shall be submitted to the Agency for review and approval
prior to installation. The signs shall at a minimum include:

--- Hlustration of the development
--- Development name

--- Developer

~-- The phrase: A project of the Redevelopment Agency of the City of San
Diego

Mayor Jerry Sanders

Council Members:
Scott Peters

Kevin Faulconer
Toni Atkins

Tony Young

Brian Maienschein
Donna Frye

Jim Madaffer

Ben Hueso



--- Completion Date
--- For information call

The Developer shall obtain a current roster of Redevelopment Agency members before
signs are manufactured.

Americans with Disabilities Act (ADA)

The Developer acknowledges and agrees that it is aware of and will comply with City of
San Diego Council Policy 100-04, adopted by Resolution No. R-282153 relating to the
federally-mandated Americans with Disabilities Act (ADA).

Fees and Assessments

The Developer shall be responsible for all fees required by the City or other public
agency for the construction of the proposed project.

Applicable City Codes and Ordinances

Notwithstanding the approval of the project plans by the Agency, the project must meet
all requirements of the Uniform Building Code and Uniform Fire Code and all
Applicable City Codes and Ordinances.



ATTACHMENT NO. 5

SCHEDULE OF PERFORMANCE

GENERAL PROVISIONS

Execution of Owner Participation Agreement Not later than 45 calendar days after
[Agreement] by Agency. Agency shall hold  submission of executed Agreement by -
a public meeting on the Agreement, and, Owner.

subject to making the requisite findings,

authorize execution of, and execute and

deliver, Agreement to Owner.

Submission — Architect, Landscape Architect Not later than execution of Agreement by
and Civil Engineer. Owner shall submit to Owner.

Agency for approval the name and

qualifications of its Architect, Landscape

Architect and Civil Engineer.

Approval — Architect, Landscape Architect Concurrently with execution of
and Civil Engineer. Agency shall approve or Agreement by Agency.
disapprove the Architect, Landscape

Architect and Civil Engineer.

Submission - Basic Concept/Schematic Not later than execution of Agreement by
Drawings. Owner shall submit to Agency for Owner.

approval the Basic Concept/Schematic

Drawings and related documents for the

Property.
Approval - Basic Concept/Schematic Concurrently with execution of
Drawings. Agency shall approve or Agreement by Agency.

disapprove the Basic Concept/Schematic
Drawings and related documents for the
Property.

Submission of Marketing Plan. Owner shall  Not less than 30 calendar days prior to the
submit Marketing Plan that incorporates, Closing Date.

among other things, a plan to prohibit

preferential or special treatment for family

members or employees of Owner.

Approval of Marketing Plan. Agency shall Not later than 30 calendar days after
review and approve or disapprove Ownet’s receipt of each such submission of
Marking Plan and shall notify the Owner. marketing plan by the Agency.
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3.

Submission of Contract with Housing
Commission for Monitoring. Owner shall
submit to Agency a copy of an executed
Agreement between Owner and the San
Diego Housing Commission and/or Agency
for monitoring of Affordable housing Rents.

FINANCING COMMITMENTS

Award of Tax Credits. Owner shall apply for
and obtain a TCAC allocation of Low
Income Housing Tax Credits for the Project.

Affordable Housing Program Funding.
Owner shall apply for Affordable Housing
Program Funding.

Evidence of Financing. Owner shall submit
to the Agency evidence of all financing
proposed to pay for all Acquisition and
Development Costs including, but not limited
to, commitments for the Construction Loan,
including Construction Loan documents,
evidence of Owner’s Equity, evidence of
award and receipt of Low Income Tax
Credits, and evidence and commitments of
all other funding sources set forth in Section
2 of the Method of Financing.

Approval of Financing. Agency shall
approve or disapprove the Owner’s evidence
of financing.

Page 2 of 4

Not less than 30 calendar days prior to the
Closing Date.

Owner shall apply for Tax Credits in the
second 2007 TCAC application cycle. If
the Owner is not successful in the second
2007 round, Owner shall re-apply in the
first and second 2008 rounds, as
necessary. Either party may terminate this
Agreement if Owner has not been
awarded Tax Credits in or before the
second 2008 TCAC application cycle.

Not later than the deadline imposed by the
Affordable Housing Grant Program
[AHP] for the second 2007 round
application cycle. If the Owner is not
successful in the second 2007 round,
Owner shall re-apply not later than the
deadlines imposed by the AHP for the
first and second 2008 round application
cycles, as necessary.

Not later than thirty (30) calendar days
after the award and Owner’s receipt of
Low Income Tax Credits.

Not later than thirty (30) calendar days
after Agency receives complete
submission of evidence of financing.
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CLOSING AND CONSTRUCTION

Closing Date. Owner shall satisfy all
conditions precedent to the Agency Loan
Closing as set forth in Section 6 of the
Method of Financing, that are not otherwise
already satisfied pursuant to the deadlines
provided herein.

Submission — Design Development Drawings
and Preliminary Grading and Landscape
Plans. Owner shall prepare and submit to the
Agency for approval the Design
Development Drawings and Specifications
and the Preliminary Grading and Landscape
Plans for the Site.

Approval — Design Development Drawings
and Preliminary Grading and Landscape
Plans. Agency shall approve or disapprove
the Design Development Drawings and
Specifications and the Preliminary Grading
and Landscape Plans for the Site.

Submission — Final Construction Drawings
and Specifications and Finish Grading and
Landscape Plans. Owner shall prepare and
submit to the Agency for approval the Final
Construction Drawings and Specifications
and the Finish Grading and Landscape Plans
for the Site (and concurrently apply to the
City for a building and grading permit).

Note: These drawings will be submitted in
normal increments as they are completed
prior to the deadline for submission.

Approval — Final Construction Drawings and
Specifications and Finish Grading and
Landscape Plans. Agency shall approve or
disapprove the Final Construction Drawings
and Specifications and the Finish Grading
and Landscape Plans for the Site.

Page 3 of 4

Not later than 90 calendar days after
Agency approves of Evidence of
Financing.

Not later than 30 calendar days after
Closing Date.

Not later than 30 calendar days after
receipt by the Agency.

Not later than 60 calendar days after the
Agency’s approval of the Design
Development Drawings and Preliminary
Grading and Landscape Plans.

Not later than 30 calendar days after
receipt by the Agency.



Submission - Permits. Owner shall apply to
and obtain from the City and submit to the
Agency all permits required to develop the
Property and construct the Improvements
including, but not limited to, building and
grading permits.

Equal Opportunity Contracting Program.
Developer shall contact the City’s Equal
Opportunity Contracting Program for a
determination of compliance with applicable
laws and regulations.

Commencement of Construction. Owner
shall commence construction of the
Improvements.

Completion of Construction. Owner shall
complete construction of the Improvements
on the Property {as shown on the Final
Construction Drawings upon which the
Owner’s building permit is based).
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Not later than 60 calendar days after the
Agency’s approval of the Design
Development Drawings and Preliminary
Grading and Landscape Plans.

Letter of Compliance stating Owner’s
compliance with applicable laws and
regulations shall be submitted to the
Agency not less than 10 calendar days
prior to the commencement of
construction.

Not later than 90 calendar days after the
Closing Date.

Not later than 18 months after the
commencement of construction of the
Improvements.



ATTACHMENT NO. 6
AGREEMENT AFFECTING REAL PROPERTY

[Behind this page.}



OFFICIAL BUSINESS
Document entitled to free

recording per Government
Code Section 6103

Recording Requested by and When
Recorded Return to:

REDEVELOPMENT AGENCY OF THE
CITY OF SAN DIEGO

1200 Third Avenue; Suite 1400

San Diego, Califorma 92101

Attention: Project Manager — San Ysidro
Redevelopment Project Area

SPACE ABOVE THIS LINE FOR RECORDER'S USE

AGREEMENT AFFECTING REAL PROPERTY
(INCLUDING RENTAL RESTRICTIONS)

THIS AGREEMENT AFFECTING REAL PROPERTY (including rental restrictions}
[Agreement] is entered into as of this day of , 200__, by and between
the REDEVELOPMENT AGENCY OF THE CITY OF SAN DIEGO, a public body corporate
and politic [Agency] and SYEP ASSOCIATES, a California limited partnership [Owner].

A. Owner is the owner of that certain real property [Property] located in the City of
San Diego, County of San Diego, State of California, legally described in the “Legal
Description” attached hereto as Exhibit “A” and incorporated herein by this reference.

B. The Property is located within the San Ysidro Redevelopment Project Area of the
City of San Diego, State of California, and is subject to the provisions of the San Ysidro
Redevelopment Plan which was approved and adopted on April 16, 1996, by the Council of the
City of San Diego by Ordinance No. O-18295 (New Series), including subsequent amendments.

C. Agency has entered into that certain Owner Participation Agreement, dated as of
[OPA], with Owner.

D. Pursuant to the OPA, Agency has agreed to provide financial assistance to Owner,
for financing costs of acquiring the Property and construction of certain improvements thereon
[Improvements].

E. This Agreement is entered into and recorded in accordance with the
Redevelopment Plan and the OPA. Any capitalized term not otherwise defined herein shall have
the meaning ascribed to such term in the OPA.



NOW, THEREFORE, AGENCY AND OWNER AGREE AS FOLLOWS:

1. Owner, on behalf of itself and its successors, assigns, and each successor in
interest to Owner's interest in the Property or any part thereof, hereby covenants and agrees as
follows:

a. Owner, its successors and assigns, shall use the Property only for the uses
permitied in the OPA and this Agreement, specifically including the
following:

(1) The Property shall be developed and used for the development and

)

3)

(4)

Arpratian 3 #ial 1t
operation of a residential rental development consisting of forty-

five (45) residential rental units, forty-four (44) of which shall be
rented exclusively to Very Low Income and Low Income
households at an Affordable Rent [Units], and one of which shall
be used as the manager’s unit, and a subterranean parking facility
providing approximately one hundred seven (107) parking spaces,
and recreational amenities, all as described in the Scope of
Development attached as Attachment No. 4 to the OPA.

The number of Units by unit-types and the respective income
levels and maximum rents applicable to the Units by unit-types
(with the exception of a manager’s unit) shall be as set forth in the
“Unit Mix by Income Level” exhibit that is attached to this
Agreement as Exhibit “B” and incorporated herein by this
reference.

The maximum incomes of residential tenants eligible to rent the
Units shall be determined on the basis of the Area Median Income
for San Diego, published approximately annually by the California
Housing & Community Development Department [HCD].

The maximum monthly rent, including a reasonable utility
allowance, (which is published annually by the San Diego Housing
Commission) that may be charged to tenants of the Units shall be
calculated as follows:

(a) For Very Low Income tenants whose incomes exceed thirty
percent (30%) but do not exceed fifty (50%) of the Area Median
Income, shall not exceed one-twelfth (1/12) times the product of
thirty percent (30%) times fifty percent (50%) of the area median
income adjusted for family size appropriate for the unit.



(5)

(6)

()

(b) For Low Income tenants whose incomes exceed fifty
percent {50%) but do not exceed sixty percent (60%) of the Area
Median Income, shall not exceed one-twelfth (1/12) times the
product of thirty percent (30%) times sixty percent (60%) of the
area median income adjusted for family size appropriate for the
unit.

Owner agrees that among Low Income and Very Low Income
tenants who are otherwise eligible under Owner’s program to rent
and occupy the Units, those persons who have been displaced by
any redevelopment project within the City of San Diego shall be
given first priority over other eligible persons. Owner agrees that
prior to the initial rent-up of the Units, Owner shall consult with
and obtain the approval of the Agency in developing a fair
marketing plan for renting the Units. The Marketing Plan shall
include, among other things, a provision that prohibits preferential
treatment or any special advantage being given to the any family
member or employee of Owner.

No officer, employee, agent, official, consultant or contractor of
Owner or any person having a family relationship or with any of
them or any financial interest in Owner may rent or otherwise
occupy a Unit (other than a resident manager in the course of his or
her employment). Owner shall market the Units and select tenants
in accordance with procedures approved by the Agency Executive
Director that complies with all applicable fair housing
requirements.

Agency and the City of San Diego Housing Commission (the
“Housing Commission”), and their respective successors and
assigns, shall have the right, but not the obligation, to monitor and
enforce the covenants contained in this Section I(a). Owner
covenants that it shall comply with any program required by the
California Tax Credit Allocation Committee [CTCAC] to certify
and monitor compliance with applicable rent and income
restrictions, including the CTCAC Compliance Monitoring
Procedure. Owner covenants that it shall comply with any
monitoring program set up by Agency and/or the Housing
Commission to enforce said covenants. In complying with such
monitoring program, Owner or its agent shall prepare and submit
to Agency (or the Housing Commission) an occupancy report,
financial information and income verification documents for each
tenant of a Unit, and all supporting documentation, on forms
provided by Owner (or the Housing Commission), on a regular
basis, on the fifth day of each vear, setting forth the required
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information for the preceding period. On an annual basis Owner or
its agent shall additionally submit to Agency (or the Housing
Commission) evidence of each Low Income and Very Low Income
tenant's continuing eligibility for the Units. Agency (or the
Housing Commission) shall review such reports within fourteen
(14) calendar days of receipt for certification of continuing
affordability of Units and eligibility of tenants. Moreover, Owner
covenants and agrees that it shall pay all reasonable costs
associated with said monitoring and enforcement efforts, which,
except as otherwise determined by the Housing Commission, shall
include initial system set-up and implementation and occupancy
and rent-up transaction fees not to exceed $500, plus an annual
monitoring fee not to exceed $2,820 per year calculated as follows:
Units 1-40: 40 units multiplied by $65 per unit; Units 41-44: 4
units multiplied by $55 per unit; adjusted upward annually to
reflect changes in the Consumer Price Index for the County of San
Diego. Reasonable costs shall be those necessary to monitor and
enforce said covenants.

Owner covenants and agrees for itself, its successors, its assigns and every
successor in interest to the Property or any part thereof, there shall be no
discrimination against or segregation of any person, or group of persons,
on account of sex, sexual orientation, marital status, race, color, creed,
religion, national origin or ancestry in the sale, lease, sublease, transfer,
use, occupancy, tenure or enjoyment of the Property nor shall the Owner
itself or any person claiming under or through it establish or permit any
such practice or practices of discrimination or segregation with reference
to the selection, location, number, use or occupancy of tenants, lessees,
subtenants, sublessees or vendees of the Property. Owner, specifically and
more particularly, covenants by and for itself, himself or herself, its, his or
her heirs, executors, administrators, and assigns, and all persons claiming
under or through them, that there shall be no discrimination against or
segregation of, any person or group of persons on account of 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, subdiviston {m) and
paragraph (1) of subdivision (p) of Section 12955, and Section 12955.2 of
the Government Code, in the sale, lease, sublease, transfer, use,
occupancy, tenure, or enjoyment of the Property, nor shall the Owner or
any person claiming under or through it, him or her, establish or permit
any practice or practices of discrimination or segregation with reference to
the selection, location, number, use or occupancy of tenants, lessees,
subtenants, sublessees, or vendees of the Property.

Notwithstanding the preceding paragraph, the provisions relating to
discrimination on the basis of familial status shall not be construed to



apply to housing for older persons, as defined in Section 12955.9 of the
Government Code nor be construed to affect Sections 51.2, 51.3, 51.4,
51.10, 51.11, and 799.5 of the Civil Code, relating to housing for senior
citizens. Subdivision (d) of Section 51 and Section 1360 of the Civil Code
and subdivisions (n), (o), and (p) of Section 12955 of the Government
Code shall also apply to the preceding paragraph.

Owner covenants and agrees for itself, its successors, its assigns and every
successor in interest to the Property or any part thereof or interest therein,
there shall be no discrimination against or segregation of any person, or
group of persons, on account of sex, sexual orientation, marital status,
race, color, creed, religion, ancestry or national origin in the sale, lease,
sublease, transfer, use, occupancy, tenure or enjoyment of the Property nor
shall Owner, itself or any verson claiming under or through it, establish or
permit any such practice or practices of discrimination or segregation with
reference to the selection, location, number, use or occupancy of tenants,
lessees, subtenants, sublessees, or vendees of the Property. All deeds,
leases or contracts shall contain or be subject to substantially the following
nondiscrimination or nonsegregation clauses:

(1} In deeds: “The grantee herein covenants by and for himself or
herself, his or her heirs, executors, administrators, and assigns, and
all persons claiming under or through them, that there shall be no
discrimination against or segregation of, any person or group of
persons on account of any basis listed in subdivision (a) or (d) of
Section 12955 of the Government Code, as those bases are defined
in Sections 12926, 12926.1, subdivision {m) and paragraph (1) of
subdivision (p) of Section 12955, and Section 12955.2 of the
Government Code, in the sale, lease, sublease, transfer, use,
occupancy, tenure, or enjoyment of the premises herein conveyed,
nor shall the grantee or any person claiming under or through him
or her, establish or permit any practice or practices of
discrimination or segregation with reference to the selection,
location, number, use or occupancy of tenants, lessees, subtenants,
sublessees, or vendees in the premises herein conveyed. The
foregoing covenants shall run with the land.”

Notwithstanding the preceding paragraph, the provisions relating to
discrimination on the basis of familial status shall not be construed
to apply to housing for older persons, as defined in Section
129559 of the Government Code nor be construed to affect
Sections 51.2, 51.3, 51.4, 51.10, 51.11, and 799.5 of the Civil
Code, relating to housing for senior citizens. Subdivision (d) of
Section 51 and Section 1360 of the Civil Code and subdivisions
(n), (0), and (p) of Section 12955 of the Government Code shall



also apply to the preceding paragraph.

(2) In leases: “The lessee herein covenants by and for himself or
herself, his or her heirs, executors, administrators, and assigns, and
all persons claiming under or through him or her, and this lease is
made and accepted upon and subject to the following conditions:

That there shall be no discrimination against 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, in the leasing,
subleasing, transferring, use, occupancy, tenure, or enjoyment of
the premises herein leased nor shall the lessee himself or herself, or
any person claiming under or through him or her, establish or
permit any such practice or practices of discrimination or
segregation with reference to the selection, location, number, use,
or occupancy, of tenants, lessees, sublessees, subtenants, or
vendees in the premises herein leased.”

Notwithstanding the preceding paragraph, the provisions relating to
discrimination on the basis of familial status shall not be construed
to apply to housing for older persons, as defined in Section
12955.9 of the Government Code nor be construed fo affect
Sections 51.2, 51.3, 51.4, 51.10, 51.11, and 799.5 of the Civil
Code, relating to housing for senior citizens. Subdivision (d) of
Section 51 and Section 1360 of the Civil Code and subdivisions
(n), (0), and (p) of Section 12955 of the Government Code shall
also apply to the preceding paragraph.

(3) In contracts: “There shall be no discrimination against 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, in
the sale, lease, sublease, transfer, use, occupancy, tenure, or
enjoyment of the land, nor shall the transferee itself or any person
claiming under or through him or her, establish or permit any such
practice or practices of discrimination or segregation with
reference to the selection, location, number, use, or occupancy, of
tenants, lessees, sublessees, subtenants, or vendees of the land.”

Owner, its successors and assigns, shall maintain the Improvements on the

6



Property in the same aesthetic and sound condition (or better) as the condition of the Property at
the time Agency issues-a Release of Construction Covenants pursuant to Section 324 of the OPA,
reasonable wear and tear excepted. This standard for the quality of maintenance of the Property
shall be met whether or not a specific item of maintenance is listed below. However,
representative items of maintenance shall include frequent and regular inspection for graffiti or
damage or deterioration or failure, and immediate repainting or repair or replacement of all
surfaces, fencing, walls, equipment, etc., as necessary; emptying of trash receptacles and removal
of litter; sweeping of public sidewalks adjacent to the Property, on-site walks and paved areas
and washing-down as necessary to maintain clean surfaces; maintenance of all landscaping in a
healthy and attractive condition, including trimming, fertilizing and replacing vegetation as
necessary; cleaning windows on a regular basis; painting the buildings on a regular program and
prior to the deterioration of the painted surfaces; conducting a roof inspection on a regular basis
and maintaining the roof in a leak-free and weather-tight condition; maintaining security devices
in good working order. In the event Owner, its successors or assigns fails fo maintain the
Improvements in accordance with the standard for the quality of maintenance, Agency or its
designee shall have the right but not the obligation to enter the Property upon reasonable notice
to Owner, cotrect any violation, and hold Owner, or such successors or assigns responsible for
the cost thereof, and such cost, until paid, shall constitute a lien on the Property.

3. Owner shall be responsible for the operation of the Improvements either by direct
management or by contracting its managerial functions to a third party property manager
reasonably acceptable to the Agency which property manager will be charged with managing the
Improvements on behalf of the Owner. The Agency shall have the right to review and approve
any such entity prior to its selection by the Owner. Such approval shall not be unreasonably
withheld. Owner shall include in any such property management agreement a provision
providing for the termination of the agreement in the event that the property manager violates any
federal, state or local health and safety laws and regulations which are not cured within thirty
(30) calendar days following the giving of notice of such violations by the Agency or any other
governmental entity; provided, however, that in the case of a violation that cannot be cured
within such thirty (30) calendar day period, that such cure shall be commenced within thirty (30)
calendar days of notification and shall be diligently prosecuted to completion.

4, All conditions, covenants and restrictions contained in this Agreement shall be
covenants running with the land, and shall, in any event, and without regard to technical
classification or designation, legal or otherwise, be, to the fullest extent permitted by law and
equity, binding for the benefit and in favor of, and enforceable by Agency, its successors and
assigns, and the City of San Diego [City] and its successors and assigns, against Owner, its
successors and assigns, to or of the Property or any portion thereof or any interest therein, and
any party in possession or occupancy of said Property or portion thereof. Agency and the City
(and the Housing Commission to the extent provided in paragraph (7) of subsection 1.a. hereof)
shall be deemed the beneficiaries of the covenants, conditions and restrictions of this Agreement
both for and in their own rights and for the purposes of protecting the interests of the community.
The covenants, conditions, and restrictions shall run in favor of the Agency and the City, without
regard to whether the Agency or City has been, remains, or is a Developer or Owner of any land
or interest therein in the Property or the Project Area. Except as provided in the preceding
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sentence, the covenants, conditions and restrictions contained in this Agreement shall not benefit
nor be enforceable by any Developer or Owner of any other real property within or outside the
Project Area or any person or entity having any interest in any such other real property.

5. Agency shall have the right, in the event of any breach of any such agreement or
covenant, to exercise all the rights and remedies, and to maintain any actions at law or suit in
equity or other proper proceedings to enforce the curing of such breach of agreement or covenant.

6. No violation or breach of the covenants, conditions, restrictions, provisions or
limitations contained in this Agreement shall defeat or render invalid or in any way impair the -
lien or charge of any mortgage permitted by the Agreement. This Agreement and the covenants
contained herein shall be subordinate to the lien of the deed of trust securing any construction
and/or permanent loan to which the Agency has given its consent. Prior to the recordation of the
deed of trust securing any such loan, the Executive Director of the Agency or designee shall
execute such instruments as may be necessary to subordinate this Agreement and the covenants
contained herein to the lien of the maker of such loan. Any lender to whose lien this Agreement
is subordinate, who acquires title to the Property by foreclosure, deed in lieu of foreclosure,
trustee’s sale or similar transfer of title, and the assignees and transferees of such holder, shall not
be subject to or bound by the requirements of this Agreement.

7. Every covenant and condition and restriction contained in this Agreement shall
remain in effect for the longest feasible time, but not less than fifty five (55) years from the date
of recordation of the Release of Construction Covenants. For purposes of this Agreement, the
“longest feasible time” shall include in perpetuity.

g. Prior to exercising any remedies hereunder, Agency shall give Owner notice of
such default. Agency shall also give notice of default to Owner's Tax Credit Investor and to any
person or entity having a security interest in the Property secured by a lien that is superior to this
Agreement. If the default is reasonably capable of being cured within thirty (30) calendar days,
Owner shall have such period to effect a cure prior to exercise of remedies by Agency. If the
default is such that it is not reasonably capable of being cured within thirty (30) calendar days,
and Owner (a) initiates corrective action within said period, and (b) diligently, continually, and in
good faith works to effect a cure as soon as possible, then Owner shall have such additional time
as is reasonably necessary to cure the default prior to exercise of any remedies by Agency. In no
event shall Agency be precluded from exercising remedies if Agency's security in the Property
becomes or is about to become materially jeopardized by any failure to cure a default or the
default is not cured within ninety (90) calendar days after the first notice of default is given.

9. If a violation of any of the covenants or provisions of this Agreement remains
uncured after the respective time period set forth in Section 8, above, Agency and its successors
and assigns, without regard to whether Agency or its successors and assigns is an owner of any
land or interest therein to which these covenants relate, may institute and prosecute any
proceedings at law or in equity to abate, prevent or enjoin any such violation or attempted
violation or to compel specific performance by Owner of its obligations hereunder. No delay in
enforcing the provisions hereof as to any breach or violation shall impair, damage or waive the
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right of any party entitled to enforce the provisions hereof or to obtain relief against or recover
for the continuation or repetition of such breach or violations or any similar breach or violation
hereof at any later time.

10.  This Agreement may be executed in counterparts, each of which shall be an
original and all of which shall constitute one and the same instrument. The signature pages of one
or more counterpart copies may be removed from such counterpart copies and all attached to the
same copy of this Agreement, which, with all attached signature pages, shall be deemed to be an
original Agreement. V

[SIGNATURES APPEAR ON NEXT PAGE]



IN WITNESS WHEREOF, the Agency and the Owner have signed this Agreement as of
the dates set opposite their signatures.

REDEVELOPMENT AGENCY OF THE
CITY OF SAN DIEGO

Dated: By:

James T. Waring
Assistant Executive Director

APPROVED the form and legality of this Agreement
this day of ,200 .

MICHAEL J. AGUIRRE,
Agency General Counsel

By:
Kendall D. Berkey
Deputy General Counsel
SYEP ASSOCIATES, a California limited
partnership.
By:  Las Palmas Foundation,
A California non-profit public benefit
corporation.
Its: Managing General Partner.
Dated: By:

Joseph M. Michaels
President
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STATE OF CALIFORNIA )
} ss.
COUNTY OF SAN DIEGO )

On before me, , personally appeared
personally known to me {or proved to me on the basis of satisfactory evidence) to be the
person(s) whose name(s) is/are subscribed to the within instrument and acknowledged to me that
he/she/they executed the same in his/her/their authorized capacity(ies), and that by his/her/their
signature(s) on the instrument the person(s), or the entity upon behalf of which the person(s)
acted, executed the instrument.

WITNESS my hand and official seal.

Signature

STATE OF CALIFORNIA )
) ss.
COUNTY OF SAN DIEGO )

On before me, , personally appeared ,
personally known to me (or proved to me on the basis of satisfactory evidence) to be the
person(s) whose name(s) is/are subscribed to the within instrument and acknowledged to me that
he/she/they executed the same in his/her/their authorized capacity(ies), and that by his/her/their
signature(s) on the instrument the person(s), or the entity upon behalf of which the person(s)
acted, executed the instrument.

WITNESS my hand and official seal.

Signature




STATE OF CALIFORNIA )

} ss.
COUNTY OF SAN DIEGO )
On before me, , personally appeared ,

personally known to me (or proved to me on the basis of satisfactory evidence} to be the
person(s) whose name(s) is/are subscribed to the within instrument and acknowledged to me that
he/she/they executed the same in his/her/their authorized capacity(ies), and that by his/her/their
signature(s) on the instrument the person(s), or the entity upon behalf of which the person(s)
acted, executed the instrument.

WITNESS my hand and official seal.

Signature




EXHIBIT “A”
LEGAL DESCRIPTION

All the certain real property located in the County of San Diego, State of California, described as
follows:

{Added behind this page.]



Order Number: NCS-203127-13
Page Number: 8

LEGAL DESCRIPTION

Real property in the City of San Diego, County of San Diego, State of California, described a
follows: .

Pareel 1

That portion of the Southwest Quarter of the Southeast Quarter of Secticn 35, Township 18
Sauth, Range 2 West, San Bernardino Meridian, in the City of San Diego, County of San Diego,
State of California, according to Official Plat thereof, being described as follows:

Beginning at the Northeast corner of the said Southwest Quarter of the Southeast Quarter;
thence Southerly 550 feet along the Easterly line of said Quarter Quarter Section to a point;
thance West 10 rods to a point on the Easterly line of that Parcel of land described in Deed to
Sophia Stelzer, recorded March 3, 1916, in Book 703, Page 231, Deeds, San Diego County
Racords; distant thereon 550 feet South of the Northeast camer thereof; thence Northerly 550
feet along said Easterly line to the Northerly line of said Southwest Quarter of the Southeast
Quarter; thence East 10 rods along said Northerly line to the point of beginning.

-Pareet 2:

That portion of the Southwest Quarter of the Southeast Quarter of Section 35, Township 18
South, Range 2 West, San Bernarding Meridian, in the City of San Diego, County.of San Diego,
State of Caiifornia, according 1o Official Plat thereof, being described as follows:

Commencing at the Northeast corner of the said Southwes{ Quarier of the Southeast Quarter;
thence Southerly 550 feet along the Easterly line of said Quarter Quarter Section to the true point
of beginning; thence West 10 rods to a polnt on the Easterly line of that Parcel of land described
In Deed 1o Sophia Stelzer, recorded March 3, 1916, in Book 703, Page 231, Deeds, San Blego
County Records; distant thereon: 550 feet South of the Northeast cornar thersof: thence

Southerly along the East fine of said Stelzer's Land to the Northerly fine of San Ysidro Blvd.
{formerty Tijuana Blvd.; thence Easterly and Southerly along the Northerly line of said San Ysidro
Bivd., 10 rods, more or less, to the Fast line of said Southwest Quarter of the Southeast Quarter
of Section 35; thence Northerty along the East line of said Southwest Guarter of the Southeast
Quarter of Section 35, to the true point of beginning.

APN: 638-080-47-00 and 638-086-49-00

First American Title Insurance Company



EXHIBIT “B”
UNIT MIX BY MAXIMUM INCOME LEVEL
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EL PEDREGAL FAMILY APARTMENTS

30% AMI

3 Bedrooms

3 Bedrooms 40% AMI

3 Bedrooms 50% AMI

3 Bedrooms 60% AMI

Total/Avg. 50% AMI

4 Bedrooms 30% AMI 3 $549

4 Bedrooms 40% AMI 3 $750

4 Bedrooms 50% AMI 12 £951

4 Bedrooms 60% AMI 6 $1,153
Total/Avg. 50% AMI 24 $926




ATTACHMENT NO. 7
PROJECT BUDGET

[Behind this page. |



EL PEDREGAL FAMILY APARTMENTS PROJECT

SQURCES:
Construction Sources:

Construction Loan

Costs paid at Perm Loan Close
Low income Housing Tax Credit (LIHTC) - 8%
Agency Residual Receipts Loan

PERMANENT SOURCES:

Permanent Loan
LIHTC - 9%
Deferred Developer Fee

Affordable Housing Program’
Agency Residual Receipts Loan

USES:
Land:
Direct Costs:

Off-site Improvemenis
Demolition
Remediation
On-Sites/Landscaping
Parking

Shell Construction
FF&E/Amenities
Contingency

Indirect Costs:

Architecture & Engineering
Permits and Fees

Legal & Accounting

Taxes & Insurance
Developer Fee
Marketing/Lease-Up
Contingency

Financing Costs:

(M

Loan Fees
Interest During Construction
TCAC/Syndication Fees

Operating L.ease-Up/Reserves

31-May-07

PROJECT BUDGET

$ 8,642,000
$ 1,100,000
$ 6,679,000
$ 3,606,000
$ 20,027,000
$ 2,723,000
$ 13,358,000
$ 340,000
3 113,000
$ 3,483,000
$ 20,027,000
$ 2,635000

g -

$ 151,000

$ 204,000

$ 1,608,000

$ 2,280,000

$ 8,187,000

$ 60,000

$ 624000 % 13,114,000

$§ 535000

$ 1,222,000

s 46,000

$ 55,000

$ 1,400,000

s 54,000

$ 152,000 § 3,471,000

$ 220,000

$ 414,000

$ 75,000

$ 98,000 % 807,000
$ 20,027,000

Agency funds will cover the shortfall in case AHP funds are not received in full.



ATTACHMENT NO. 8§
RESIDUAL RECEIPTS PROMISSORY NOTE

{ Behind this page.]



NON RECOURSE RESIDUAL RECEIPTS PROMISSORY NOTE
TO THE REDEVELOPMENT AGENCY

OF THE CITY OF SAN DIEGO
3% Interest San Diego, California
$3,606,000 Date of Closing:

FOR VALUE RECEIVED, SYEP ASSOCIATES, a California Limited Partnership
[Borrower], hereby promises to pay to the REDEVELOPMENT AGENCY OF THE CITY OF
SAN DIEGO [Agency], a public body, corporate and politic, or order, a principal amount of
THREE MILLION SIX HUNDRED SIX THOUSAND DOLLARS and No/160 Cents
($3,606,000) [Agency Residual Receipts Loan]. This Note is given pursuant to that certain
Owner Participation Agreement [OPA1 dated ,200 , between SYEP
ASSOCIATES, a California limited partnership, {Owner therein] and the Agency, and evidences
the Agency Residual Receipts Loan to Borrower, which provides part of the financing for the
acquisition and development of that certain real property in the City of San Diego legally
described in the Agency Deed of Trust securing this Note [Property]. The obligation of
Borrower to Agency hereunder is subject to the terms of the OPA, this Note and the following
instruments, each dated on or about the date hereof, and executed by Borrower for the purpose of
securing this Note: an Agreement Affecting Real Property (Including Rental Restrictions)
[Agreement Affecting Real Property]; a Subordinate Deed of Trust, Security Agreement and
Fixture Filing (with Assignment of Rents) [Agency Deed of Trust]; an Assignment of Rents and
Leases [Assignment of Rents]; an Assignment of Agreements [Assignment of Agreements]; and
a UCC-1 Financing Statement [UCC-1]. Said documents are public records on file in the offices
of Agency, and the provisions of said documents are incorporated herein by this reference. The
Borrower shall pay interest at the rate, in the amount and at the time hereinafter provided. The
Note shall be paid in accordance with the provisions contained herein, and in any event shall be
paid in full by that date which is fifty-five (53) years after the execution hereof.

1. Definitions. Any capitalized term not otherwise defined herein shall have the
meaning ascribed to such term in the OPA. In addition, the following terms shall have the
following meanings:

“Acquisition and Development Costs™ shall mean the total costs of acquisition
and development of the Property and construction of the Improvements thereon in accordance
with the OPA.

“Affiliate” shall mean (1) any Person directly or indirectly controlling, controlled
by, or under common control with another Person; (2) any Person owning or confrolling ten
percent (10%) or more of the outstanding voting securities of such other Person; or (3) if that
other Person is an officer, direcfor, member or partner, of any company for which such Person
acts in any such capacity. The term “control” as used in the immediately preceding sentence,
shall mean the power to direct the management or the power to control election of the board of
directors. It shall be a presumption that conirol with respect to a corporation or limited liability
company is the right to exercise or control, directly or indirectly, more than fifty percent (50%)
of the voting rights attributable to the controlled corporation or limited liability company, and,



with respect to any individual, partnership, trust, other entity or association, control is the
possession, indirectly or directly, of the power to direct or cause the direction of the management
or policies of the controlled entity.

“Agency Deed of Trust” shall mean the Subordinate Deed of Trust, Security
Agreement and Fixture Filing (with Assignment of Rents) executed by Borrower in favor of
Agency and recorded in the Official Records of the San Diego County Recorder's Office on or
about the date hereof, which secures this Note and the Agency Residual Receipts Loan
evidenced hereby.

“Agency Residual Receipts Loan” shall mean the land
acquisition/construction/permanent loan made by the Agency to Borrower pursuant to the OPA
in the amount of $3,606,000, which is evidenced by this Note.

“Agency's Share of Residual Receipts” shall mean the fifty percent (50%) of the
Residual Receipts allocated to the Agency in years 1-30 and eighty percent (80%) of the
Residual Receipts aliocated to the Agency in years 31-55, pursuant to paragraphs (b) and (c) of
Section 8 of this Note.

“Annual Financial Statement” shall mean the annual andited financial statement
of Revenue and Operating Expenses and balance sheet for the Improvements, prepared at the
Borrower's expense, by an independent certified public accountant reasonably acceptable to the
Agency, which shall form the basis for determining the Residual Receipts.

“Asset Management Fee” shall mean any fee paid to the Borrower for the purpose
of managing the affairs of the Borrower's partnership, including any “syndication management
fee” required by the Borrower's Tax Credit Equity Investor limited partner.

“Construction Loan” shall mean the construction period loan in the amount of
$8,642,000 made by to Borrower [the maker of such loan to be
referred to as the Construction Lender], and to be secured by a deed of trust that is senior and
superior to the Agency Deed of Trust.

“Deferred Developer Fee” shall mean that portion of Borrower’s Developer Fee,
in an amount of up to $340,000, which shall be deferred for payment until after construction of
Improvements is completed. The Deferred Developer Fee, plus interest at the minimum interest
all owed under IRS rules, will be paid out of Residual Receipts until paid in full.

“Gross Income” shall mean the gross rental income from all residential and non-
residential components of the Improvements, and any other income to the Borrower derived from
the ownership, operation and management of the Property.

“Improvements” shall mean the residential rental development consisting of forty-
five (45) residential rental units, forty-four (44) of which shall be rented exclusively to Very Low
Income and Low Income households at an Affordable Rent, and one of which shall be used as
the manager’s unit, and a subterranean parking facility providing approximately one hundred

‘seven (107) parking spaces, and recreational amenities, all as described in the OPA and in the
Scope of Development attached to the OPA as Attachment No. 4.

.



“Investor Limited Partner Capital Contributions” shall mean approximately
$13,358,000 to be provided, in two or more disbursements, by the Tax Credit Equity Investor of
Borrower as proceeds of a Low Income Housing Tax Credit syndication, including
approximately $6,679,000 during the construction period.

“Operating Expenses” shall mean actual, reasonable and customary costs, fees
and expenses directly attributable to the operation, maintenance, taxes and management of the
Improvements and the Property, expressly including, without limitation: debt service on any loan
that is senior in priority to the Agency Deed of Trust; onsite administrative costs (including
salaries and benefits); maintenance costs (including materials and labor); reasonable and
customary payments to an operating reserve account; reasonable and customary payments to a
replacement reserve account, not to exceed two hundred twenty fifty dollars ($250) per unit per
year, subject to annual increases up to 3.5 percent; painting, cleaning, repairs and alterations;
landscaping; utilities; rubbish removal; certificates, permits and licenses; sewer charges; real and
personal property taxes and assessments; insurance; security; advertising, promotion and
publicity; office, janitorial, cleaning and building supplies; cable television, satellite and similar
facilities; recreational amenities, supplies and services; a reasonable property management fee,
not to exceed forty dollars ($40) per unit, per month, to be increased at the rate allowable by
HUD; purchase, repair, servicing and installation of appliances, equipment, fixtures and
furnishings (other than from reserves); fees and expenses of accountants, attorneys, consultants
and other professionals, including annual audits and tax return preparation costs payable to a
third party; and the amortized value of tenant improvements., Operating Expenses shall not
include any Asset Management Fee, syndication management fee or any other similar fee paid to
the Tax Credit Equity Investor. The calculation of Operating Expenses shall be subject to the
reasonable approval of the Agency.

“Permanent Loan” shall mean any loan approved by the Agency that repays all or
a part of the Construction Loan as provided in the Method of Financing attached to the OPA.

“Permitted Transfer” shall mean any of the following:

(a) A conveyance of a security interest in the Property in connection
with any Senior Loan and any transfer of title by foreclosure, deed,
or other conveyance in lieu of foreclosure in connection therewith;

(b} A conveyance of the Property to any Affiliate or a sale back from
such Affiliate to Owner;

(c) The inclusion of equity participation by Owner by the addition of
limited partners to Owner's limited liability company or limited
partnership, or similar mechanisms, and the purchase of any such
limited partnership interest or interests by the General Partner;

(d) The lease for occupancy of all or any part of the Improvements on
the Property; and
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(e) The granting of easements or permits to facilitate the development
of the Property in accordance with this Agreement.

Any transfer described in clauses (a) through (c) shall be subject to the reasonable
approval of documentation by the Agency Executive Director or designee in accordance with the
standards set forth in the respective provisions of this OPA.

“Person” means an individual, partnership, limited partnership, trust, estate,
association, corporation, limited Hability company or other entity, domestic or foreign.

“Property” shall mean the real pro.perty described as the “Property” in and legally
described as set forth in Exhibit “A” of the Agency Deed of Trust.

“Residual Receipts” shall mean the Gross Income, less the Operating Expenses,
calculated on a calendar year basis. All calculations of Residual Receipts shall be subject to
verification and reasonable approval by the Agency.

“Senior Lender” shall mean the maker of any Senior Loan or beneficiary of any
Senior Loan deed of trust. ‘

“Senior Loan” shall mean the Construction Loan and the Permanent Loan secured
by a deed of trust or other instrument to which the Agency agrees to subordinate the Agency
Loan Deed of Trust and the other Agency Loan Documents.

“Tax Credit Equity Investor” shall mean a Person who will be an investor, and a
limited partner who will purchase the Low Income Housing Tax Credits.

“Transfer” shall have the meaning set forth in Section 10 of this Note.

2. This Note evidences the obligation of the Borrower to the Agency for the
repayment of the Agency Residual Receipts Loan. None of the funds provided pursuant to the
Agency Residual Receipts Loan were funded (i) directly or indirectly with any obligation the
interest on which is exempt from tax under Section 103 of the Internal Revenue Code of 1986, as
amended, or (ii) pursuant to any United States government federal source, except as provided
below. (Check if appropriate):

[ The funds were obtained from assistance provided under Section 106, 107 or 108
of the Housing and Community Development Act of 1974 (CDBG funds); or

0 The funds were obtained pursuant to the Home Investment Partnership Act; or
O None of the above.

3. This Note is payable at the principal office of the Agency, 1200 Third Avenue;
Suite 1400, San Diego, California 92101-4106, or at such other place as the holder hereof may
inform the Borrower in writing, in lawful money of the United States.

4. This Note shall be secured by the Agency Deed of Trust.
-4 -



5. This Note shall bear interest at the rate of three percent (3%) per annum, simple
interest.

6. Except in the event of a default described in Section 7 hereof, no payments shall
be due and payable under this Note except to the extent of (a) the Agency's share of Residual
Receipts as described in Section 8, below, and (b) any refinancing, Cost Savings or Additional
Proceeds, subject to the limitations set forth in Section 9, below.

7. The entire unpaid principal balance of this Note shall be due and payable
immediately in the event, prior to the end of the fifty-five (55) year term hereof, either of the
following shall occur:

{a) The Property or any portion thereof or interest therein is sold, transferred,
assigned or refinanced, without the prior written approval of the Agency, except as otherwise
permitted in this Note; or

(b) There is a default by the Borrower under the terms of this Note, the
Agency Deed of Trust, the OPA, the Agreement Affecting Real Property or any deed of trust or
other instrument securing the Construction Loan or Permanent Loan or other obligations secured
by a deed of trust on the Property, which is not cured within the respective time period provided
herein and therein. :

8. Prior to the expiration of the fifty-five (55) year term hereof, Borrower shall be
obligated to repay the Agency Residual Receipts Loan exclusively from the Agency's share of
Residual Receipts, as follows:

. (a) Annually, not later than the first day of April {commencing with such date
occurring in the year after the year in which the City of San Diego issues a certificate of
occupancy for the Property), Borrower shall submit to Agency an audited Annual Financial
Statement for the preceding calendar vear, prepared by a certified public accountant reasonably
acceptable to the Agency, determining the amount of Residual Receipts, if any, generated in that
year. The first such Annual Financial Statement shall be for a partial year commencing upon the
issuance of the certificate of completion. The Agency shall review and approve such Annual
Financial Statement, or request revisions, within thirty (30) calendar days after receipt. In the
event as the result of the Agency's review of the statement, there is an increase in the amount of
any payment due and payable to Agency (as the result, for example, of a determination that the
actual amount of Residual Receipts to which the Agency is entitled exceeds the amount of
Agency's share of Residual Receipts shown in the Annual Financial Statement submitted by
Borrower), Borrower shall promptly pay to the Agency the difference, with interest, from the
date on which such payment was due, at the rate of one percent (1%) over the Prime Rate
announced by Bank of America, but in any event within ten (10) calendar days of notice of such
increase. :

(b) Annually, commencing the first day of April following the payment to
Owner of the Deferred Developer Fee, Borrower shall calculate its Residual Receipts as provided
in paragraph (a) of this Section 8, and allocate and pay to the Agency an amount equal to fifty
percent {50%) of the Residual Receipts in years 1-30, then eighty percent (80%) of the Residual
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Receipts in years 31-55. Any outstanding balance shall be immediately due and payable to the
Agency on the date that is fifty five (55) years from the commencement of the First Operating
Year.

{c) All payments to the Agency shall be applied first to interest, then to reduce
the principal amount owed. .

9. The Agency Residual Receipts Loan evidenced by this Note is based on the
assumption that Borrower's construction loan in the approximate original principal amount of
$8,642,000, to be secured by a first priority deed of trust [Construction Loan], would be repaid
upon completion of construction and rent-up in part by the proceeds of a permanent loan in the
approximate original principal amount of $2,723,000 {Permanent Loan].

(a) To the extent final Acquisition and Development Costs, as determined by
a cost certification performed not later than ninety (90) calendar days following completion of
construction, at Owner's expense, by a Certified Public Accountant acceptable to the Agency, are
less than those described in Section 2 of the Method of Financing, subject to change to reflect
total estimated Acquisition and Development Costs in the Project Budget approved by Agency
prior to the Closing of Escrow, the resulting cost savings [Cost Savings] shall be allocated to
reduce the principal amount of the Agency Residual Receipts Loan, as detailed in Section 2 of
the Method of Financing. -

10. (a) Prior to the repayment in full of the Agency Residual Receipts Loan, the
Borrower shall not assign or attempt to assign the OPA or any right therein, nor make any total
or partial sale, transfer, conveyance or assignment of the whole or any part of the Property, the
Improvements thereon, or any portion thereof or interest therein [referred to hereinafier as a
Transfer], without prior written approval of the Agency, except as otherwise permitted in this
Note and in the OPA. Consent to one such transaction shall not be deemed to be a waiver of the
right to require consent to future or successive transactions. Agency shall not unreasonably
withhold or delay its consent. If consent should be given, any such Transfer shall be subject to
this Section 10, and any such transferce shall assume all obligations hereunder and agree to be
bound by all provisions contained herein, subject to the provisions of subsection 10(e)(iii),
below.

(b) Any such proposed transferee shall have the qualifications and financial
responsibility necessary and adequate as may be reasonably determined by the Agency, to tulfill
the obligations undertaken by Borrower in the OPA, the Agreement Affecting Real Property and
this Note. Any such proposed transferee, by instrument in writing satisfactory to the Agency and
in form recordable among the land records of San Diego County, for itself and its successors and
assigns, and for the benefit of the Agency shall expressly assume all of the obligations of the
Borrower under the OPA and the Agreement Affecting Real Property, and agree to be subject to
all conditions and restrictions applicable to the Borrower in this Note, subject to the provisions of
subsection 10(e)(ii1). There shall be submitted to the Agency for review all instruments and
other legal documents proposed to effect any such Transfer; and if approved by the Agency its
approval shall be indicated to the Borrower in writing.



(c) In the absence of specific written agreement by the Agency, no
unauthorized Transfer, or approval thereof by the Agency, shall be deemed to relieve the
Borrower or any other party from any obligations under the OPA or the Agreement Affecting
Real Property.

(d) In the event of a Transfer prior to the time the Agency Residual Receipts
Loan is paid in full, without the prior written consent of the Agency, the remaining principal
balance of the Agency Residual Receipts Loan and all accrued but unpaid interest shall be
immediately due and payable.

(e) (1) As used herein, “Transfer” includes the sale, transfer or
conveyance of the Property, the Improvements, or any portion thereof or interest therein, whether
voluntary, involuntary, by operation of law or otherwise, or any agreement to do so; the
execution of any installment land sale contract or similar instrument affecting all or a portion of
the Property or the Improvements; or the lease of all or substantially all of the Property or
Improvements, except as provided in subparagraph (e)(iii} of this Section 10, below.

(i1} “Transfer” shall also include the transfer, assignment,
hypothecation or conveyance of legal or beneficial ownership of any interest in Borrower, or any
conversion of Borrower to an entity form other than that of Borrower at the time of execution of
the OPA, except for the following: (A) a cumulative change in ownership interest of any partner
of forty nine percent {49%) or less shall not be deemed a “Transfer” for purposes of this Note;
and (B) a transfer of a portion or a majority of stock of any corporation to a trust formed in
connection with a qualified employee ownership plan shall not, by itself, be deemed to constitute
a change in ownership for purposes of this Note.

(iii)  Notwithstanding paragraphs (i) and (ii), “Transfer” shall not
include any Permitted Transfers, as defined in this Note and the OPA.

(f) The Agency shall not unreasonably withhold, condition or delay its
approval of any matter for which its approval is required hereunder. Any disapproval shall be in
writing and contain the Agency's reasons for disapproval.

11. The Agency Residual Receipts Loan is funded by the Agency's Low and
Moderate Income Housing Fund payable from the proceeds of the Line of Credit. Accordingly,
Borrower agrees for itself, its successors and assigns, that the use of the Property shall be subject
to the restrictions on rent and occupancy set forth in the Agreement Affecting Real Property.

12. Subject to the provisions and limitations of this Section 12, the obligation to repay
the Agency Residual Receipts Loan is a nonrecourse obligation of the Borrower. Borrower shall
not have any personal liability for repayment of the loan, except as provided in this Section 12,
The sole recourse of Agency shall be the exercise of its rights against the Property and any
related security for the Agency Residual Receipts Loan. Provided, however, that the foregoing
shall not {(a) constitute a waiver of any obligation evidenced by this Note or the Deed of Trust;
(b) limit the right of the Agency to name Borrower as a party defendant in any action or suit for
judicial foreclosure and sale under this Note and the Deed of Trust or any action or proceeding
hereunder so long as no judgment in the nature of a deficiency judgment shall be asked for or
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taken against Borrower; (c) release or impair this Note or the Deed of Trust; (d) prevent or in any
way hinder Agency from exercising, or constitute a defense, an affirmative defense, a
counterclaim, or other basis for relief in respect of the exercise of, any other remedy against the
mortgaged Property or any other instrument securing the Note or as prescribed by law or in
equity in case of default; (€) prevent or in any way hinder Agency from exercising, or constitute
a defense, an affirmative defense, a counterclaim, or other basis for relief in respect of the
exercise of, its remedies in respect of any deposits, insurance proceeds, condemnation awards or
other monies or other collateral or letters of credit securing the Note; (f) relieve Borrower of any
of its obligations under any indemnity delivered by Borrower to Agency; or (g) affect in any way
the validity of any guarantec or indemnity from any person of all or any of the obligations
evidenced and secured by this Note and the Deed of Trust. The foregoing provisions of this
paragraph are limited by the provision that in the event of the occurrence of a default, Borrower
and its successors and assigns shall have personal liability hereunder for any deficiency
judgment, up to the amount diverted, but only if and to the extent Borrower, its principals,
sharcholders, partners or its successors and assigns received rentals, other revenues, or other
payments or proceeds in respect of the mortgaged Property, which rentals, other revenues, or
other payments or proceeds have not been used for the payment of ordinary and reasonable
operating expenses of the mortgaged Property, ordinary and reasonable capital improvements to
the mortgaged Property, debt service, real estate taxes in respect of the mortgaged Property and
basic management fees, but not incentive fees, payable to an entity or person unaffiliated with
Borrower in connection with the operation of the mortgaged Property, which are then due and
payable. Notwithstanding the first sentence of this paragraph, Agency may recover directly from
Borrower or from any other party:

(a) Any damages, costs and expenses incurred by Agency as a result of fraud
or any criminal act or acts of Borrower or any partner, shareholder, officer, director or employee
of Borrower, or of any member or general partner of Borrower, or of any general partner of such
member or general partner;

(b) Any damages, costs and expenses incurred by Agency as a result of any
misappropriation of funds provided for the construction of the Project, as described in the OPA,
rents and revenues from the operation of the Project, or proceeds of insurance policies or
condemnation proceeds;

(c) Any and all amounts owing by Borrower pursuant to the indemnification
regarding Hazardous Substances pursuant to the Environmental Indemnity, and

(d) All court costs and attorneys' fees reasonably incurred in enforcing or
collecting upon any of the foregoing exceptions (provided that Agency shall pay Borrower's
reasonable court costs and attorneys' fees if Borrower is the prevailing party in any such
enforcement or collection action).

13.  Borrower waives presentment for payment, demand, protest, and notices of
dishonor and of protest; the benefits of all waivable exemptions; and all defenses and pleas on
the ground of any extension or extensions of the time of payment or of any due date under this
Note, in whole or in part, whether before or after maturity and with or without notice. Borrower
hereby agrees to pay all costs and expenses, including reasonable attorney's fees, which may be
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incurred by the holder hereof, in the enforcement of this Note, the Agency Deed of Trust or any
term or provision of either thereof.

14.  Upon the failure of Borrower to perform or observe any other term or provision of
this Note, or upon the occurrence of any event of default under the terms of the Agency Deed of
Trust, the OPA or the Agreement Affecting Real Property, or any deed of trust securing the
Construction Loan or Permanent Loan, or other obligations secured by a deed of trust on the
Property, the holder may exercise its rights or remedies hereunder or thereunder.

15. (a) Subject to the extensions of time set forth in Section 16, and subject to the
further provisions of this Section 15, failure or delay by Borrower to perform any material term
or provision of this Note, the Agency Deed of Trust, the OPA or the Agreement Affecting Real
Property, or any deed of trust securing the Construction Loan or Permanent Loan, or other
obligations secured by a deed of trust on the Property, constitutes a default under this Note.

{(b) Agency shall give written notice of default to Borrower, specifying the
default complained of by the Agency. Delay in giving such notice shall not constitute a waiver
of any default nor shall it change the time of defauit.

(c) Any failures or delays by Agency 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. Delays by Agency in asserting any of its rights and remedies shall not deprive Agency
~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. '

(d3 If 2 monetary event of default occurs under the terms of this Note or the
Agency Deed of Trust, or any deed of trust securing the Construction Loan or Permanent Loan,
or other obligations secured by a deed of trust on the Property, prior to exercising any remedies
hereunder or thereunder Agency shall give Borrower written notice of such default. Borrower
shall have a reasonable period of time after such notice is given within which to cure the default
prior to exercise of remedies by Agency under this Note and/or the Agency Deed of Trust. In no
event shall Agency be precluded from exercising remedies if its security becomes or 1s about to
become materially impaired by any failure to cure a default or the default is not cured within ten
(10) calendar days after the notice of default is received or deemed received.

(e) If a non-monetary event of default occurs under the terms of the OPA, this
Note, the Agency Deed of Trust, the Agreement Affecting Real Property or any docament
implementing the OPA or any deed of trust securing the Construction Loan or Permanent Loan,
or other obligations secured by a deed of trust on the Property, prior to exercising any remedies
hereunder or thereunder, Agency shall give Borrower notice of such default. If the default is
reasonably capable of being cured within thirty (30) calendar days after such notice is received
or deemed received, Borrower shall have such period to effect a cure prior to exercise of
remedies by the Agency under the OPA, the Agreement Affecting Real Property, this Note
and/or the Agency Deed of Trust. If the default is such that it is not reasonably capable of being
cured within thirty (30) calendar days, and Borrower (i) initiates corrective action within said
period, and (ii) diligently and in good faith works to effect a cure as soon as possible, then
Borrower shall have such additional time as is reasonably necessary to cure the default prior to
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exercise of any remedies by Agency. If Borrower fails to take corrective action or cure the
default within a reasonable time, the Agency shall give Borrower and, as provided in paragraph
(f), below, the Tax Credit Equity Investor of Borrower notice thereof, whereupon the Tax Credit
Equity Investor may remove and replace the general partner with a substitute general partner,
who shall effect a cure within a reasonable time thereafter in accordance with the foregoing
provisions. The Agency agrees to accept cures tendered by the Tax Credit Equity Investor
within the cure periods provided in this Note or within the time periods provided in Civil Code
Section 2924c¢, whichever is longer. Additionally, in the event the Tax Credit Equity Investor is
precluded from curing a non-monetary default due to an inability to remove the [general partner
or managing member] as a result of a bankruptcy, injunction, or similar proceeding by or against
Borrower or the general partner of Borrower, the Agency agrees to forbear from completing a
foreclosure (judicial or nonjudicial) during the period during which the Tax Credit Equity
Investor is so precluded from acting, not to exceed ninety (90) calendar days, provided such Tax
Credit Equity Investor is otherwise in compliance with the foregoing provisions. In no event
shall Agency be precluded from exercising remedies if its security becomes or 1s about to
become materially jeopardized by any failure to cure a default or the default is not cured within
ninety (90) calendar days after the notice of default is received or deemed received.

(f) After Borrower gives written notice to Agency that the Tax Credit Equity
Investor has been admitted to Borrower’s limited liability company or limited partnership,
Agency shall send to the Tax Credit Equity Investor a copy of all notices of default and all other
notices that Agency sends to Borrower, at the address for the Tax Credit Equity Investor as
provided by written notice to Agency by Borrower.

(2) Any notice of default that is transmitted by electronic facsimile
transmission followed by delivery of a “hard” copy, shall be deemed delivered upon its
transmission; any notice of default that is personally delivered (including by means of
professional messenger service, courier service such as United Parcel Service or Federal Express,
or by U.S. Postal Service), shall be deemed received on the documented date of receipt by
Borrower; and any notice of default that is sent by registered or certified mail, postage prepaid,
return receipt required shall be deemed received on the date of receipt thereof.

16.  Notwithstanding specific provisions of this Note, Borrower shall not be deemed to
be in default for failure to perform any non-monetary performance hereunder where delays or
defaults are due to war, insurrection, strikes, lock-outs, riots, floods, earthquakes, fires,
casualties, acts of God, acts of the public enemy, epidemics, quarantine restrictions, freight
embargoes, lack of transportation, governmental restrictions or priority, litigation, unusually
severe weather, inability to secure necessary labor, material or tools, delays of any contractor,
sub-contractor or supplier, acts of the Agency or any other public or governmental agency or
entity, or any causes beyond the control or without the fault of the Borrower. An extension of
time for any such cause [a Force Majeure Delay] shall be for the period of the enforced delay and
shall commence to run from the time of the commencement of the cause, if notice by Borrower is
sent to the Agency within thirty (30) calendar days of knowledge of the commencement of the
cause. Notwithstanding the foregoing, none of the foregoing events shall constitute a Force
Majeure Delay unless and until the Borrower delivers to the Agency written notice describing the
event, its cause, when and how Borrower obtained knowledge, the date and the event
commenced, and the estimated delay resulting therefrom. Borrower shall deliver such written
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notice within thirty (30) calendar days after it obtains actual knowledge of the event. Times of
performance under this Agreement may also be extended in writing by the Agency and
Borrower.

17. If the rights created by this Note shall be held by a court of competent jurisdiction
to be invalid or unenforceable as to any part of the obligations described herein, the 1emam1ng
obligations shall be completely performed and paid.

18. {(a) The Agency Deed of Trust securing this Note shall be subordinate and
junior during the construction period to the Construction Loan deed of trust.

(b) Following reconveyance of the Construction Loan deed of trust, the
indebtedness evidenced by this Note shall be subordinate in right of payment to the prior
payment in full of the Permanent Loan and the regulatory agreement recorded in connection with
the Low Income Housing Tax Credits.

19.  Borrower shall have the right to prepay the obligation evidenced by this Note, or
any part thereof, without penalty.

IN WITNESS WHEREOF, Borrower has executed this Note as of the day and year set
forth above,

BORROWER

SYEP ASSOCIATES, a California limited
partnership.

By:  Las Palmas Foundation,
A California non-profit public benefit
corporation.

Its: Managing General Partner.

By:

Joseph M. Michaels
President
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OFFICIAL BUSINESS.
Document entitled to free
recording per Government
Code Section 6103.

Recording Requested by and
When Recorded Mail to:

THE REDEVELOPMENT AGENCY OF THE CITY
OF SAN DIEGO

1200 Third Avenue; Suite 1400

San Diego, California 92101

Attn: Project Manager — San Y sidro
Redevelopment Project Area

SPACE ABOVE THIS LINE FOR RECORDER'S USE

SUBORDINATE DEED OF TRUST,
SECURITY AGREEMENT AND FIXTURE FILING
(WITH ASSIGNMENT OF RENTS)

This Subordinate Deed of Trust, Security Agreement and Fixture Filing (With

Assignment of Rents) is made as of ,20 by SYEP ASSOCIATES, a
California limited partnership [Trustor], whose address is 531 Encinitas Boulevard; Suite 206,
San Diego, California 92024, to . a California

corporation [Trustee], for the benefit of the REDEVELOPMENT AGENCY OF THE CITY OF
SAN DIEGO, a public body corporate and politic {Beneficiary], whose address is 1200 Third
Avenue, Suite 1400, San Diego, California 92101.

Witnesseth:  That subject to the rights of any senior lender, Trustor IRREVOCABLY
GRANTS, TRANSFERS AND ASSIGNS to Trustee, its successors and assigns, in Trust, with
POWER OF SALE TOGETHER WITH RIGHT OF ENTRY AND POSSESSION the following

. property [Trust Estate):

1. That certain real property in the City of San Diego, County of San Diego, State of
California, more particularly described in Exhibit “A” attached hereto and by this reference made
a part hereof [such interest in real property is hereafter referred to as the Subject Property];

2. All buildings, structures and other improvements now or in the futare located or
to be constructed on the Subject Property [Improvements];

3. All tenements, hereditaments, appurtenances, privileges, franchises and other
rights and interests now or in the future benefiting or otherwise relating to the Subject Property
or the Improvements, including easements, rights-of-way and development rights
[Appurtenances]. [The Appurtenances, together with the Subject Property and the
Improvements, are hereafter referred to as the Real Propertyl;



4, Subject to the assignment to Beneficiary set forth in Paragraph 4 below, all rents,
issues, income, revenues, royalties and profits now or in the future payable with respect io or
otherwise derived from the Trust Estate or the ownership, use, management, operation leasing or
occupancy of the Trust Estate, including those past due and unpaid [Rents];

5. All present and future right, title and interest of Trustor in and to all inventory,
equipment, fixtures and other goods {as those terms are defined in Division 9 of the California
Uniform Commercial Code [UCC], and whether existing now or in the future) now or in the
future located at, upon or about, or affixed or attached to or installed in, the Real Property, or
used or to be used in connection with or otherwise relating to the Real Property or the ownership,
use, development, construction, maintenance, management, operation, marketing, leasing or
occupancy of the Real Property, including furniture, furnishings, theater equipment, seating,
machinery, appliances, building materials and supplies, generators, boilers, furnaces, water
tanks, heating ventilating and air conditioning equipment and all other types of tangible personal
property of any kind or nature, and all accessories, additions, attachments, parts, proceeds,
products, repairs, replacements and substitutions of or to any of such property, but not including
personal property that is donated to Trustor {the “Goods,” and together with the Real Property,
the Property]; and

6. All present and future right, title and interest of Trustor in and to all accounts,
general intangibles, chattel paper, deposit accounts, money, instruments and documents (as those
terms are defined in the UCC) and all other agreements, obligations, rights and written material
(in each case whether existing now or in the future) now or in the future relating to or otherwise
arising in connection with or derived from the Property or any other part of the Trust Estate or
the ownership, use, development, construction, maintenance, management, operation, marketing,
leasing, occupancy, sale or financing of the property or any other part of the Trust Estate,
including (to the extent applicable to the Property or any other portion of the Trust Estate) (i)
permits, approvais and other governmental authorizations, (ii) improvement plans and
specifications and architectural drawings, (iil) agreements with contractors, subcontractors,
suppliers, project managers, supervisors, designers, architects, engineers, sales agents, leasing
agents, consultants and property managers, (iv) takeout, refinancing and permanent loan
commitments, (v) warranties, guaranties, indemnities and insurance policies, together with
insurance payments and unearned insurance premioms, (vi) claims, demands, awards,
settlements, and other payments arising or resulting from or otherwise relating to any insurance
or any loss or destruction of, injury or damage to, trespass on or taking, condemnation (or
conveyance in lieu of condemnation) or public use of any of the Property, (vii) license
agreements, service and maintenance agreements, purchase and sale agreements and purchase
options, together with advance payments, security deposits and other amounts paid to or
deposited with Trustor under any such agreements, (viii} reserves, deposits, bonds, deferred
payments, refunds, rebates, discounts, cost savings, escrow proceeds, sale proceeds and other
rights to the payment of money, trade names, trademarks, goodwill and all other types on
intangible personal property of any-kind or nature, and (ix) all supplements, modifications,
amendments, renewals, extensions, proceeds, replacements and substitutions of or to any of such
property [Intangibles].

Trustor further grants to Trustee and Beneficiary, pursuant to the UCC, a security
interest in all present and future right, title and interest of Trustor in and to all Goods and
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Intangibles and all of the Trust Estates described above in which a security interest may be
created under the UCC [collectively, the Personal Property]. This Deed of Trust constitutes a
security agreement under the UCC, conveying a security interest in the Personal Property to
Trustee and Beneficiary. Trustee and Beneficiary shall have, in addition to all rights and
remedies provided herein, all the rights and remedies of a “secured party” under the UCC and
other applicable California law. Trustor covenants and agrees that this Deed of Trust constitutes
a fixture filing under Section 9334 and 9502(b) of the UCC.,

FOR THE PURPOSE OF SECURING, in such order of priority as Beneficiary may
elect, the following:

1. Due, prompt and complete observance, performance and discharge of each and
every condition, obligation, covenant and agreement contained herein or contained in the
following:

(a) that certain Residual Receipts Promissory Note executed by Trustor
[Rorrower therein] of even date herewith [Residual Receipts Note or

Note];

(b) the Owner Participation Agreement dated , 200
[OPAJ, between Trustor [Owner therein] and Beneficiary {Agency
therein];

(c}) the Agreement Affecting Real Property (Including Rental Restrictions)
between Trustor [referred to as Owner therein] and Beneficiary [Agency
therein), recorded concurrently herewith [ Agreement Affecting Real
Property]; and

2, Payment of indebtedness of the Trustor to the Beneficiary not to exceed
$3,606,000 according to the terms of the Residual Receipts Note.

Said Residual Receipts Note [Note], OPA and Agreement Affecting Real Property
[collectively, with the Note, referred to as the Secured Obligations] and all of their terms are
incorporated herein by reference and this conveyance shall secure any and all extensions,
amendments, modifications or renewals thereof however evidenced, and additional advances
evidenced by any note reciting that it is secured hereby.

AND TO PROTECT THE SECURITY OF THIS DEED OF TRUST, TRUSTOR
COVENANTS AND AGREES:

1. That Trustor shall pay the Note at the respective times and in the manner provided
therein, and perform the obligations of the Owner as set forth in the OPA and Agreement
Affecting Real Property at the time and in the manner respectively provided therein.

2. That Trustor shall not permit or suffer the use of any of the Property for any
purpose other than the use set forth in the Agreement Affecting Real Property.



3. That the Secured Obligations are incorporated in and made a part of the Deed of
Trust. Upon default of a Secured Obligation, and after the giving of notice and the expiration of
any applicable cure period, the Beneficiary, at its option, may declare the whole of the
indebtedness secured hereby to be due and payable.

4. That all rents, profits and income from the Property covered by this Deed of Trust
are hereby assigned to the Beneficiary for the purpose of discharging the debt hereby secured.
Permission is hereby given to Trustor so long as no default exists hereunder after the giving of
notice and the expiration of any applicable cure period, to collect such rents, profits and income
for use in accordance with the provisions of the OPA and the Agreement Affecting Real
Property.

5. That upon default hereunder or under the aforementioned agreements, and after
the giving of notice and the expiration of any applicable cure period, Beneficiary shall be entitled
to the appointment of a receiver by any court having jurisdiction, without notice, to take
possession and protect the Property described herein and operate same and collect the rents,
profits and income therefrom.

0. That Trustor will keep the improvements now existing or hereafter erected on the
Property insured against loss by fire and such other hazards, casualties, and contingencies as may
reasonably be required in writing from time to time by the Beneficiary, and all such insurance
shall be evidenced by standard fire and extended coverage insurance policy or policies. In no
event shall the amounts of coverage be less than one hundred percent (100%) of the insurable
value of the Property. Such policies shall be endorsed with a standard mortgage clause with loss
payable to the Beneficiary and certificates thereof together with copies of original policies shall
be deposited with the Beneficiary. Unless approved otherwise in writing by the Executive
Director of the Beneficiary, or his or her designee, Trustor shall maintain insurance as required
by Exhibit “B” to this Deed of Trust, which is incorporated herein by this reference.

7. To pay, at least ten (10) calendar days before delinquency, any taxes and
assessments affecting said Property; to pay, when due, all encumbrances, charges and liens, with
interest, on said Property or any part thereof which appear to be prior or superior hereto; and to
pay all costs, fees, and expenses of this Trust. Notwithstanding anything to the contrary
contained in this Deed of Trust, Trustor shall not be required to pay and discharge any such tax,
assessment, charge or levy so long as Trustor is contesting the legality thereof in good faith and
by appropriate proceedings, and Trustor has adequate funds to pay any liabilities contested
pursuant to this Section 7.

8. To keep said Property in good condition and repair, subject to ordinary wear and
tear, casualty and condemnation, not to remove or demolish any buildings thereon; to complete
or restore promptly and in good and workmanlike manner any building which may be
constructed, damaged, or destroyed thereon and to pay when due all claims for labor performed
and materials furnished therefor; to comply with all laws affecting said Property or requiring any
alterations or improvements to be made thereon (subject to Trustor's right to contest the validity
or applicability of laws or regulations); not to commit or permit waste thereof; not to commit,
suffer or permit any act upon said Property in violation of law and/or covenants, conditions
and/or restrictions affecting said Property; not to permit or suffer any material alteration of or
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addition to the buildings or improvements hereafter constructed in or upon said Property without
the consent of the Beneficiary.

9. To appear in and defend any action or proceeding purporting to affect the security
hereof or the rights or powers of Beneficiary or Trustee, and to pay all costs and expenses,
including cost of evidence of title and reasonable attorney’s fees in a reasonable sum, in any such
action or proceeding in which Beneficiary or Trustee may appear.

10.  Should Trustor fail, after the giving of notice and the expiration of any applicable
cure period, to make any payment or do any act as herein provided, then Beneficiary or Trustee,
but without obligation so to do and without notice to or demand upon Trustor and without
releasing Trustor from any obligation hereof, may make or do the same in such manner and to
such extent as either may deem necessary to protect the security hereof. Following default, after
the giving of notice and the expiration of any applicable cure period, Beneficiary or Trustee
being authorized to enter upon said Property for such purposes, may commence, appear in and/or
defend any action or proceeding purporting to affect the security hereof or the rights or powers of
Beneficiary or Trustee; may pay, purchase, contest, or compromise any encumbrance, charge, or
lien which in the judgment of either appears to be prior or superior hereto; and, in exercising any
such powers, may pay necessary expenses, employ counsel, and pay his/her reasonable fees.

11.  Beneficiary shall have the right to pay fire and other property insurance premiums
when due, should Trustor fail to make any required premium payments. All such payments
made by the Beneficiary shall be added to the indebtedness and obligations secured hereby.

12, To pay immediately and without demand all sums so expended by Beneficiary or
Trustee, under permission given under this Deed of Trust, with interest from date of expenditure
at the highest non-usurious rate of interest permitted by law.

13.  That upon the failure of Trustor, after the giving of notice and the expiration of
any applicable cure period, to keep and perform all the covenants, conditions, and agreements of
said OPA and Agreement Affecting Real Property, the entire indebtedness evidenced by the
Residual Receipts Note shall at the option of the Beneficiary of this Deed of Trust become due
and payable, anything contained herein to the contrary notwithstanding.

14, Trustor further covenants that it will not voluntarily create, suffer, or permit to be
created against the Property subject to this Deed of Trust any lien or liens except as authorized
by Beneficiary and further that they will keep and maintain the Property free from the claims of
all persons supplying labor or materials which will enter into the construction of any and all
buildings now being erected or to be erected on said premises. Notwithstanding anything to the
contrary contained in this Deed of Trust, Trustor shall not be obligated to pay any claims for
labor, materials or services which Trustor in good faith disputes and is diligently contesting,
provided that Trustor shall, at Beneficiary's written request, within thirty (30) calendar days after
the filing of any claim or lien (but in any event, and without any requirement that Beneficiary
must first provide a written request, prior to foreclosure) record in the Office of the Recorder of
San Diego County, a surety bond in an amount one-and-one-half times the amount of such claim
item to protect against a claim of lien, or provide such other security reasonably satisfactory to
Beneficiary.



15.  That any and all improvements made or about to be made upon the premises
covered by the Deed of Trust, and all plans and specifications, comply with all applicable
municipal ordinances and regulations and all other applicable regulations made or promulgated,
now or hereafier, by lawful authority, and that the same will upon completion comply with all
such municipal ordinances and regulations and with the rules of the applicable fire rating or
inspection organization, bureau, association or office. '

16.  Trustor herein agrees to pay to Beneficiary or to the authorized loan servicing
representative of the Beneficiary a reasonable charge for providing a statement regarding the
obligation secured by this Deed of Trust as provided by Section 2954, Article 2, Chapter 2 Title
14, Division 3, of the California Civil Code,

IT IS MUTUALLY AGREED THAT:

17. Should the Property or any part thereof be taken or damaged by reason of any
public improvement or condemnation proceeding, or damaged by fire, or earthquake, or in any
other manner, subject to the rights of any beneficiary of a deed of trust senior in priority to this
Deed of Trust [Senior Lender], Beneficiary shall be entitled to all compensation, awards, and
other payments or relief therefor which are not used to reconstruct, restore or otherwise improve
the Property or part thereof that was taken or damaged, and shall be entitled at its option to
commence, appear in and prosecute in its own name, any action or proceedings, or to make any
compromise or settiement, in connection with such taking or damage. Subject to the rights of
any Senior Lender, all such compensation, awards, damages, rights of action and proceeds which
are not used to reconstruct, restore or otherwise improve the Property or part thereof that was
taken or damaged, including the proceeds of any policies of fire and other insurance affecting
said Property, are hereby assigned to Beneficiary. After deducting therefrom all its expenses,
including attorney's fees, the balance of the proceeds which are not used to reconstruct, restore or
otherwise improve the Property or part thereof that was taken or damaged, shall be applied to the
amount due under the secured hereby. No amount applied to the reduction of the principal shall
relieve the Trustor from making regular payments as required by the Note secured hereby.

18. Upon default by Trustor in making any payments provided for herein or upon
-default by Trustor in making any payment required in the Note secured hereby, or if Trustor shall
fail to perform any covenant or agreement in this Deed of Trust within thirty (30) calendar days
after written demand therefor by Beneficiary {or, in the event that more than thirty (30) calendar
days is reasonably required to cure such default, should Trustor fail to promptly commence such
cure, and diligently prosecute same to completion), after the giving of notice and the expiration
of any applicable cure period, Beneficiary may declare all sums secured hereby immediately due
and payable by delivery to Trustee of written declaration of default and demand for sale, and of
written notice of default and of election to cause the Property to be sold, which notice Trustee
shall cause to be duly filed for record and Beneficiary may foreclose this Deed of Trust.
Beneficiary shall also deposit with Trustee this Deed, the Note, and all documents evidencing
expenditures secured hereby;

19. After the lapse of such time as may then be required by law following the
recordation of said notice of default, and notice of sale having been given as then required by
law, Trustee, without demand on Trustor, shall sell said Property at the time and place fixed by it
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in said notice of sale, either as a whole or in separate parcels, and in such order as it may
determine at public auction to the highest bidder for cash in Jawful money of the United States,
payable at time of sale. Trustee may postpone sale of all or any portion of said Property by
public announcement at the time and place of sale, and from time to time thereafter may
postpone the sale by public anmouncement at the time and place of sale, and from time to time
thereafter may postpone the sale by public announcement at the time fixed by the preceding
postponement. Trustee shall deliver to the purchaser its Deed conveying the property so sold,
but without any covenant or warranty, express or implied. The recitals in the Deed of any
matters or facts shall be conclusive proof of the truthfulness thereof. Any person, including
Trustor, Trustee or Beneficiary, may purchase at the sale. The Trustee shall apply the proceeds
of sale to payment of {1) the expenses of such sale, together with the reasonable expenses of this
trust including therein reasonable Trustee's fees or attorney's fees for conducting the sale, and the
actual cost of publishing, recording, mailing and posting notice of the sale; (2) the cost of any
search and/or other evidence of title procured in connection with such sale and revenue stamps
on Trustee's Deed; (3) all sums expended under the terms hereof, not then repaid, with accrued
interest at the rate specified in the Note; (4) all other sums then secured hereby; and (35) the
remainder, if any, to the person or persons legally entitled thereto.

20. Beneficiary may from time fo time substitute a successor or successors to any
Trustee named herein or acting hereunder to execute this Trust. Upon such appointment, and
without conveyance to the successor trustee, the latter shall be vested with all title, powers, and
duties conferred upon any Trustee herein named or acting hereunder. Each such appointment
and substitution shall be made by written instrument executed by Beneficiary, containing
reference to this Deed of Trust and its place of record, which, when duly recorded in the proper
office of the county or counties in which the property is situated, shall be conclusive proof of
proper appointment of the successor trustee.

21.  The pleading of any statute of limitations as a defense to any and all obligations
secured by this Deed of Trust is hereby waived to the full extent permissible by law.

22.  Upon written request of Beneficiary stating that all sums secured hereby have
been paid and all obligations secured hereby have been satisfied, and upon surrender of this Deed
of Trust and the Note to Trustee for cancellation and retention and upon payment of its fees,
Trustee shall reconvey, without warranty, the property then held hereunder. The recitals in such
reconveyance of any matters or fact shall be conclusive proof of the truthfulness thereof. The
grantee in such reconveyance may be described as “the person or persons legally entitied
thereto.”

23, The trust created hereby is irrevocable by Trustor.

24, This Deed of Trust applies to, inures to the benefit of, and binds all parties hereto,
their heirs, legatees, devisees, administrators, executors, successors, and assigns. The term
“Beneficiary” shall include not only the original Beneficiary hereunder but also any future owner
and holder including pledgees, of the secured hereby. In this Deed of Trust, whenever the
context so requires, the masculine gender inciudes the feminine and/or neuter, and the singular
number includes the plural. All obligations of Trustor hereunder are joint and several.
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25.  Trustee accepts this Trust when this Deed of Trust, duly executed and
acknowledged, is made a public record as provided by law. Except as otherwise provided by
law, the Trustee is not obligated to notify any party hereto of pending sale under this Deed of
Trust or of any action of proceeding in which Trustor, Beneficiary, or Trustee shall be a party
unless brought by Trustee.

26, The undersigned Trustor requests that a copy of any notice of default and of any
notice of sale hereunder be mailed to Trustor at the address set forth in the first paragraph of this
Deed of Trust.

27. Trustor agrees at any time and from time to time upon receipt of a written request
from Beneficiary, to furnish to Beneficiary detailed statements in writing of income, rents,
profits, and operating expenses of the premises, and the names of the occupants and tenants in
possession, together with the expiration dates of their leases or tenancies and full information
regarding all rental and occupancy agreements, and the rents provided for by such leases and
renta} and occupancy agreements, and such other information regarding the premises and their
use as may be requested by Beneficiary.

28.  Trustor agrees that the indebtedness secured by this Deed of Trust is made
expressly for the purpose of financing the acquisition of the Property and construction of
Improvements thereon as provided in the OPA and to be operated as provided in the Agreement
Affecting Real Property.

29.  Trustor agrees that, except as otherwise provided in the Note, upon sale or
refinancing of the Property, the entire indebtedness secured by this Deed of Trust shall at the
option of Benefictary be immediately due and payable.

30.  Notwithstanding specific provisions of this Deed of Trust, non-monetary
performance hereunder shall not be deemed to be in default where delays or defaults are due to:
war; insurrection; strikes; lock-outs; riots; floods; earthquakes; fires; casualties; acts of God; acts
of the public enemy; epidemics; quarantine restrictions; freight embargoes; lack of
transportation; governmental restrictions or priority; litigation; unusually severe weather;
inability to secure necessary labor, materials or tools; delays of any contractor or supplier; acts of
the other party; acts or failure to act of the City of San Diego or any other public or
governmental agency or entity (except that any act or failure to act of Beneficiary shall not
excuse performance by Beneficiary); or any other causes beyond the reasonable control or
without the fault of the party claiming an extension of time to perform. An extension of time for
any such cause [a Force Majeure Delay] shall be for the period of the enforced delay and shall
commence to run from the time of the commencement of the cause. If, however, notice by the
party claiming such extension is sent to the other party more than thirty (30) calendar days after
the commencement of the cause, the period shall commence to run only thirty (30) calendar days
prior to the giving of such notice. Times of performance under this Deed of Trust may also be
extended in writing by the Beneficiary and Trustor. Notwithstanding the foregoing, none of the
foregoing events shall constitute a Force Majeure Delay unless and until Trustor delivers to
Beneficiary written notice describing the event, its cause, when and how Trustor obtained
knowledge, the date the event commenced, and the estimated delay resulting therefrom. Trustor
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shall deliver such written notice within fifteen (15) calendar days after it obtains actual
knowledge of the event.

31. If the rights and liens created by this Deed of Trust shall be held by a court of
competent jurisdiction to be invalid or unenforceable as to any part of the obligations described
herein, the unsecured portion of such obligations shall be completely performed and paid prior to
the performance and payment of the remaining and secured portion of the obligations, and all
performance and payments made by Trustor shall be considered to have been performed and paid
on and applied first to the complete payment of the unsecured portion of the obligations.

32. {a) Subject to the extensions of time set forth in Section 30, and subject to the
further provisions of this Section 32, failure or delay by Trustor to perform
any term or provision respectively required to be performed under the
OPA, the Agreement Affecting Real Property or this Deed of Trust
constitutes a default under this Deed of Trust.

(b) Beneficiary shall give written notice of default to Trustor, specifying the
default complained of by the Beneficiary. Delay in giving such notice
shall not constitute a waiver of any default nor shall it change the time of
default.

(c) Any failures or delays by Beneficiary 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. Delays by Beneficiary in asserting any of
its rights and remedies shall not deprive Beneficiary 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.

(d) If a monetary event of default occurs under the terms of either the Note or
this Deed of Trust, prior to exercising any remedies hereunder or
thereunder, Beneficiary shall give Trustor written notice of such default.
Trustor shall have a reasonable period of time after such notice is given
within which to cure the default prior to exercise of remedies by
Beneficiary under the Note and/or this Deed of Trust. In no event shall
Beneficiary be precluded from exercising remedies if its security becomes
ot is about to become materially impaired by any failure to cure a default
or the default is not cured within ten (10) calendar days after the notice of
default is received or deemed received.

(e) If a non-monetary event of default occurs under the terms of the OPA, the
Note, this Deed of Trust, the Agreement Affecting Real Property or any
document implementing the OPA, prior to exercising any remedies
hereunder or thereunder, Beneficiary shall give Trustor notice of such
default. If the default is reasonably capable of being cured within thirty
(30) calendar days afier such notice is received or deemed received,
Trustor shall have such period to effect a cure prior to exercise of
remedies by the Beneficiary under the OPA, the Agreement Affecting
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Real Property, the Note and/or this Deed of Trust. If the default is such
that it is not reasonably capable of being cured within thirty (30) calendar
days, and Trustor (i) initiates corrective action within said period, and (ii)
diligently and in good faith works to effect a cure as soon as possible, then
Trustor shall have such additional time as is reasonably necessary to cure
the default prior to exercise of any remedies by Beneficiary. If Trustor
fails to take corrective action or cure the default within a reasonable time,
the Beneficiary shall give Trustor and, as provided in paragraph (f), below,
the “Tax Credit Equity Investor” of Trustor, notice thereof, whereupon the
Tax Credit Equity Investor may remove and replace the general partner
with a substitute general partner, who shall effect a cure within a
reasonable time thereafter in accordance with the foregoing provisions.
The Beneficiary agrees to accept cures tendered by the Tax Credit Equity
Investor within the cure periods provided in the Note or within the time
periods provided in Civil Code Section 2924c, whichever is longer.
Additionally, in the event the Tax Credit Equity Investor is precluded from
curing a non-monetary default due to an inability to remove the general
partner as a result of a bankruptcy, injunction, or similar proceeding by or
against Trustor or the general partner of Trustor, the Beneficiary agrees to
forbear from completing a foreclosure (judicial or non-judicial) during the
period during which the Tax Credit Equity Investor is so precluded from
acting, not to exceed ninety (90) calendar days, provided such Tax Credit
Equity Investor is otherwise in compliance with the foregoing provisions.
In no event shall Beneficiary be precluded from exercising remedies if its
security becomes or is about to become materially jeopardized by any
failure to cure a default or the default is not cured within ninety (90)
calendar days after the notice of default is received or deemed received.

(f) Beneficiary shall send to the Tax Credit Equity Investor a copy of all
notices of default and all other notices that Beneficiary sends to Trustor, at
the address for the Tax Credit Equity Investor as provided by written
notice to Beneficiary by Trustor.

33.  Subject to the provisions and limitations of this Section 33, the obligation to repay
the Agency Loan is a nonrecourse obligation of the Trustor. Trustor shall not have any personal
liability for repayment of the Agency loan secured hereby, except as provided in this Section 33.
The sole recourse of Beneficiary shall be the exercise of its rights against the Property and any
related security for the Agency Loan. Provided, however, that the foregoing shall not (a)
constitute a waiver of any obligation evidenced by the Note or this Deed of Trust; (b) limit the
right of the Beneficiary to name Trustor as a party defendant in any action or suit for judicial
foreclosure and sale under the Note and this Deed of Trust or any action or proceeding hereunder
so long as no judgment in the nature of a deficiency judgment shall be asked for or taken against
Trustor; (¢) release or impair the Note or this Deed of Trust; (d) prevent or in any way hinder
Beneficiary from exercising, or constitute a defense, an affirmative defense, a counterclaim, or
other basis for relief in respect of the exercise of, any other remedy against the mortgaged
Property or any other instrument securing the Note or as prescribed by law or in equity in case of
default; (e) prevent or in any way hinder Beneficiary from exercising, or constitute a defense, an
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affirmative defense, a counterclaim, or other basis for relief in respect of the exercise of, its
remedies in respect of any deposits, insurance proceeds, condemnation awards or other monies
or other collateral or letters of credit securing the Note; (f) relieve Trustor of any of its
obligations under any indemnity delivered by Trustor to Beneficiary; or (g) affect in any way the
validity of any guarantee or indemnity from any person of all or any of the obligations evidenced
and secured by the Note and this Deed of Trust. The foregoing provisions of this paragraph are
limited by the provision that in the event of the occurrence of a default, Trustor and its
successors and assigns shall have personal liability hereunder for any deficiency judgment, but
only if and to the extent Trustor, its principals, shareholders, partners or its successors and
assigns received rentals, other revenues, or other payments or proceeds in respect of the
mortgaged Property, which rentals, other revenues, or other payments or proceeds have not been
used for the payment of ordinary and reasonable operating expenses of the mortgaged Property,
ordinary and reasonable capital improvements to the mortgaged Property, debt service, real
estate taxes in respect of the mortgaged Property and basic management fees, but not incentive
fees, payable to an entity or person unaffiliated with Trustor in connection with the operation of
the mortgaged Property, which are then due and payable. Notwithstanding the first sentence of
this paragraph, Beneficiary may recover directly from Trustor or from any other party:

(a) any damages, costs and expenses incurred by Beneficiary as a result of
fraud or any criminal act or acts of Trustor or any partner, shareholder,
officer, director or employee of Trustor, or of any member or general or
limited partner of Trustor, or of any general or limited partner of such
member or general or limited partner;

(b) any damages, costs and expenses incurred by Beneficiary as a result of
any misappropriation of funds provided for the acquisition of the Property
and development and construction of the Project, as described in the OPA,
rents and revenues from the operation of the Project, or proceeds of
insurance policies or condemnation proceeds;

{c) any and all amounts owing by Trustor pursuant to any indemnity under the
OPA or pursuant to the indemnification regarding Hazardous Substances
pursuant to the Environmental Indemmity, and

{d) all court costs and attorneys' fees reasonably incurred in enforcing or
collecting upon any of the foregoing exceptions (provided that Beneficiary
shall pay Trustor's reasonable court costs and attorneys' fees if Trustor is
the prevailing party in any such enforcement or collection action).

34.  This Deed of Trust shall be subordinate and junior to the Construction Deed of
Trust (with Absolute Assignment of Leases and Rents, Security Agreement and Fixture Filing)
recorded concurrently herewith securing the Construction Loan made by
and the permanent loan that repays a portion of the
Construction Loan. The Executive Director of the Beneficiary or his/her designee shall execute
such instruments as may be necessary to subordinate the lien of this Deed of Trust and the
Agreement Affecting Real Property to the deed of trust described in this Section 34, above, any
regulatory agreement recorded in connection therewith and the regulatory agreement between
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Trustor and the California Tax Credit Advisory Committee to be recorded in connection with the
Low Income Housing Tax Credits. In the event of a default or breach by Trustor of any security
instrument securing a senior obligation described in this Section 34, Beneficiary shall have the
right to cure the default prior to completion of any foreclosure. In such event, Beneficiary shall
be entitled to reimbursement by Trustor of all costs and expenses incurred by Beneficiary in
curing the default. The amount of any such disbursements shall be a lien against the Subject
Property and added to the obligation secured by this Deed of Trust until repaid, with interest at
the highest rate permitted by law.

35.  If the Project has allocated to it low-income housing tax credits under the
provisions of Sections 17058 and 23610.5 of the Revenue and Taxation Code of the State of
California and under Section 42 of the Internal Revenue Code of 1986, as amended [Code], then
the Project will be subject to certain requirements of Section 42 of the Code, including but not
limited to Section 42(h)(6){e){(ii). Lender acknowledges the provisions of Section 42 of the Code
and agrees that, if and to the extent applicable to Lender in connection with the Project, Lender
will comply therewith. -

36. Subject to the rights of any Senior Lender, in the event of any fire or other
casualty to the Project or eminent domain proceedings resulting in condemnation of the Project
or any part thereof, Trustor shall have the right to rebuild the Project, and to use all available
insurance or condemnation proceeds therefor, provided that (a) such proceeds are sufficient to
keep the Loan in balance and rebuild the Project in a manner that provides adequate security to
Lender for repayment of the Loan or if such proceeds are insufficient then Trustor shall have
funded any deficiency, (b) Lender shall have the right to approve plans and specifications for any
major rebuilding and the right to approve disbursements of insurance or condemnation proceeds
for rebuilding under a construction escrow or similar arrangement, and (¢) no material default
then exists under the Loan Documents. If the casualty or condemnation affects only part of the
Project and total rebuilding is infeasible, then proceeds may be used for partial rebuilding and
partial repayment of the Loan in a manner that provides adequate security to Lender for
repayment of the remaining balance of the Loan.

IN WITNESS WHEREOF Trustor has executed this Deed of Trust as of the day and
year set forth above.

TRUSTOR:

SYEP ASSOCIATES, a California limited
partnership.

By:  Las Palmas Foundation,
A California non-profit public benefit
corporation.

Its:  Managing General Partner.

Joseph M. Michaels
President
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STATE OF CALIFORNIA )

} ss.
COUNTY OF SAN DIEGO )
On before me, ., personally appeared .

personally known to me {(or proved to me on the basis of satisfactory evidence) to be the
person(s) whose name(s) is/are subscribed to the within instrument and acknowledged to me that
he/she/they executed the same in his/her/their authorized capacity(ies), and that by his/her/their
signature(s) on the instrament the person(s), or the entity upon behalf of which the person(s)

acted, executed the instrument.

WITNESS my hand and official seal.

Signature
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EXHIBIT “A”
LEGAL DESCRIPTION

{TO BE ADDED]
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Order Number: NC5-203127-11
Paga Mumber: 8

LEGAL DESCRIPTION

Real property in the City of San Diego, County of San Diego, Stete of California, described as
follows:

Parcel 1.

That portion of the Southwest Quarter of the Southeast Quarter of Section 35, Township 18
South, Range 2 West, San Bernardino Meridian, in the City of San Diego, County of San Diego,
State of California, according to Official Plat thereof, being described as follows:

Beginning at the Northeast corner of the said Southwest Quarter of the Southeast Quarter;
thence Southerly 550 feet aiong the Easterly line of said Quarter Quarter Section o a point;
thence West 10 rods to 8 point on the Easterly line of that Parcel of fand described in Peed to
Sophia Stelzer, recorded March 3, 1916, in Book 703, Page 231, Deeds, San Diego County
Records; distant thereon 550 feet South of the Northeast corner thereof; thence Northerly 550
feet along said Easterly line to the Northeriy line of said Southwest Quarter of the Southeast
Quarter; thence East 10 rods atong said Northerly line to the point of beginning.

Parcel 2:

That portion of the Southwest Quarter of the Southeast Guarter of Section 35, Township 18
South, Range 2 West, San Bernardino Meridian, in the City of San Diego, County of San Diegg,
State of California, according to Official Plat thereof, being described as follows:

Commencing at the Northeast corner of the said Southwest Quarter of the Southeast Quarter;
thence Southerly 550 feet along the Easterly line of said Quarter Quarter Section to the true point
of beginning; thence West 10 rods to a point on the Easterly fine of that Parcel of land described
In Deed to Sophia Stelzer, recorded March 3, 1916, in Book 703, Page 231, Deeds, San Diego
County Records; distant thereon 550 feet South of the Northeast corner thereof; thence
Southerly along the East line of said Stefzer's Land to the Northerly line of San Ysidro Blvd,
{formerty Tijuana Blvd.; thence Easterly and Southerly along the Northerly line of said San Ysidro
Blvd., 10 rods, more or lass, to the East line of said Southwest Quarter of the Southeast Quarter
of Section 35; thence Northerly along the East line of said Southwest Quarter of the Southeast
Guarier of Section 35, to the true point of beginning.

APN: 638-080-47-00 and 638-080-45-00

First American Title Insurance Compary



Exhibit “B” to Deed of Trust
Insurance Requirements

i At all times prior to the repayment in full of the Agency Loan secured hereby,
Trustor shall maintain in effect and deliver to Beneficiary duplicate originals or appropriate
certificates of the following insurance policies [Insurance Policies]:

a. All-Risk Policies: Trustor shall maintain or cause to be maintained
coverage of the type now known as All Risk insurance. Such insurance shall insure against
direct physical loss or damage by fire, lightning, wind, storm, explosion, collapse, underground
hazards, flood, vandalism, malicious mischief, glass breakage and such other causes as are
covered by such form of insurance. Such policy shall include (1) an endorsement for broad form
property damage, breach of warranty, demolition costs and debris removal, (2) a “Replacement
Cost Endorsement” in amount sufficient to prevent Trustor from becoming a co-insurer under the
terms of the policy, but in any event in an amount not less than 100% of the then full
replacement cost, to be determined at least once annually and subject to reasonable approval by
Beneficiary, and (3) an endorsement to include coverage for budgeted soft costs. The
replacement cost coverage shall be for work performed and equipment, supplies and materials
furnished to the Property or any adjoining sidewalks, streets and passageways, or to any bonded
warehouse for storage pending incorporation into the work, without deduction for physical
depreciation and with a deductible not exceeding $25,000 per occurrence (except that earthquake
coverage, if obtained, shall carry a deductible not to exceed 25% of the policy amount, or such
other deductible amount as Beneficiary may reasonably determine is acceptable, in light of the
cost of the premium for such insurance), which deductible amount shall be subject to increases
equal to increases in the Consumer Price Index;

b. Liability Insurance: Trustor shall maintain or cause to be maintained
general liability insurance, to protect against logs from liability imposed by law for damages on
account of personal injury, including death therefrom, suffered or alleged to be suffered by any
person or persons whomsoever on or about the Property and the business of Trustor on the
Property, or in connection with the operation thercof, resulting directly or indirectly from any
acts or activities of Trustor, or any person acting for Trustor, or under its respective control or
direction, and also to protect against loss from liability imposed by law for damages to any
property of any person occurring on or about the Property, or in connection with the operation
thereof, caused directly or indirectly by or from acts or activities of Trustor or its tenants, or any
person acting for Trustor, or under its control or direction. Such property damage and personal
injury insurance shall also provide for and protect Beneficiary against incurring any legal cost in
defending claims for alleged loss. Such personal injury and property damage insurance shall be
maintained in full force and effect during the Term in the following amounts: commercial
general lability in a general aggregate amount of not less than Two Million Dollars
(52,000,000, $2,000,000 Products and Completed Operations Aggregate, and $2,000,000 Each
Occurrence, which amounts shall be subject to increases equal to increases in the Consumer
Price Index. Trustor agrees that provisions of this paragraph as to- maintenance of insurance shall
not be construed as limiting in any way the extent to which Trustor may be held responsible for
the indemnification of Beneficiary or the payment of damages to persons or property resulting
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from Trustor’s activities, activities of its tenants or the activities of any other person or persons
for which Trustor is otherwise responsible.

c. Automobile Insurance: Trustor shall maintain or cause to be maintained
automobile insurance, maintained in full force and effect in an amount of not less than Two
Million Dollars ($2,000,000) per accident, which amount shall be subject to increases equal to
increases in the Consumer Price Index.

d. Workers’ Compensation Insurance: Trustor shall maintain or cause to be
maintained workers’ compensation insurance issued by a responsible carrier anthorized under the
Jaws of the State of California to insure employers against liability for compensation under the
workers’ compensation laws now in force in California, or any laws hereafter enacted as an
amendment or supplement thereto or in lieu thereof. Such workers’ compensation insurance
shall cover all persons emploved by Trustor in connection with the Property and shall cover
liability within statutory limits for compensation under any such act aforesaid, based upon death
or bodily injury claims made by, for or on behalf of any person incurring or suffering injury or
death in connection with the Property or the operation thereof by Trustor. Notwithstanding the
foregoing, Trustor may, in compliance with the laws of the State of California and in lieu of
maintaining such insurance, self-insure for workers’ compensation in which event Lessee shall
deliver to Beneficiary evidence that such self-insurance has been approved by the appropriate
State authorities:

2. All policies or certificates of insurance shall provide that such policies shall not
be canceled, reduced in coverage or limited in any manner without at least ten (10) calendar days
prior written notice to Beneficiary. All fire and liability insurance policies (not automobile and
Workers’ Compensation) may name the Beneficiary and Trustor as insureds, additional insureds,
and/or loss payable parties as their interests may appear.

3. The Insurance Policies shall name as additional insureds the following:

“The City of San Diecgo, the Redevelopment Beneficiary of the
City of San Diego, and their officers, officials, employees,
contractors, agents and attorneys.”

_ 4. Trustor agrees to timely pay all premiums for such insurance and, at its sole cost
and expense, to comply and secure compliance with all insurance requirements necessary for the
maintenance of such insurance. Trustor agrees to submit binders or certificates evidencing such
insurance to Beneficiary prior to the Closing. Within thirty (30} calendar days, if practicable, but
in any event prior to expiration of any such policy, copies of renewal policies, or certificates
evidencing the existence thereof, shall be submitted to Beneficiary. All insurance herein
provided for under this Section shall be provided by insurers licensed to do business in the State
of California and rated A-VII or better.

5. If Trustor fails or refuses to procure or maintain insurance as required by this

Agreement, Beneficiary shall have the right, but not the obligation, at Beneficiary’s election, and
upon ten (10) calendar days prior notice to Trustor, to procure and maintain such insurance. The
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premiums paid by Beneficiary shall be treated as a loan, due from Trustor, to be paid on the first
day of the month following the date on which the premiums were paid. Beneficiary shall give

prompt notice of the payment of such premiums, stating the amounts paid and the name of the
insured(s).
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ATTACHMENT NO. 10
ASSIGNMENT OF RENTS

[Behind this page.]



OFFICIAL BUSINESS
Document entitled to free
recording per Government
Code Section 6103

Recording Requested by:
REDEVELOPMENT AGENCY OF THE
CITY OF SAN DIEGO

When Recorded Return to:
Redevelopment Agency of the
City of San Diego

1200 Third Avenue; Suite 1400
San Diego, California 92101

Attn: Project Manager — San Ysidro
Redevelopment Project Area

SPACE ABOVE THIS LINE FOR RECORDER’S USE

ASSIGNMENT OF RENTS AND LEASES

THIS ASSIGNMENT OF RENTS AND LEASES [Assignment] is made as of this
day of by SYEP ASSOCIATES, a California limited partnershlp
[Borrower], in favor of the REDEVELOPMENT AGENCY OF THE CITY OF SAN DIEGO, a
public body corporate and politic, its successors, and assigns [collectively, the “Agency”].

RECITALS

A. Borrower is the owner of a fee interest in and to the real property described in
Exhibit “A™ attached hereto and incorporated herein by this reference, and the owner of all of the
personalty, fixtures, and improvements now or hereafter located thereon or attached thereto now
existing or to be constructed thereon. Said real property, personalty, fixtures, and the
improvements are herein referred to collectively as the “Premises”.

_ B. Agency has agreed to make a loan [Loan] to Borrower, in the original principal
amount of $3,606,000, pursuant to the terms of that certain Owner Participation Agreement, by
and between Agency and Borrower, dated as of [OPA], as evidenced by
that certain Promissory Note of even date herewith [Note]. The Loan is secured by that certain
Subordinate Deed of Trust, Security Agreement and Fixture Filing, of even date herewith,
executed by Borrower, as Trustor, for the benefit of Agency, as Beneficiary [Deed of Trust].

C. In order to induce Agency to make the Loan to Borrower, Borrower has agreed to
execute this Assignment.
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NOW, THEREFORE, with reference to the foregoing and in reliance thereon and for
good and valuable consideration, the receipt of which is hereby acknowledged, Borrower agrees
as follows:

AGREEMENT

1. All initially capitalized terms used herein, unless otherwise defined or required by
context, shall have the meaning ascribed to them in the OPA.

2. Borrower hereby absolutely grants, sells, assigns, transfers, and sets over to
Agency, by this Assignment, all of Borrower’s interests, whether now existing or hereafier
acquired, in all leases and other occupancy agreements of any nature, now or hereafter covering
all or any part of the Premises, together with all extensions, renewals, modifications, of
replacements of said leases and occupancy agreements, and together with any and all guarantees
of the obligations of the lessees and occupants [Lessees] thereunder, whether now existing or
hereafter executed, and all extensions and renewals of said guarantees. [Said leases and
occupancy agreements, together with any and all guarantees, modifications, extensions and
renewals thereof, are hereinafter referred to collectively as the “Leases” and individually as a
“Lease”.]

3. Borrower’s purpose in making this Assignment is to relinquish to Agency its right
to collect and enjoy the rents, royalties, issues, profits, income, and other benefits at any time
accruing by virtue of the Leases [hereinafter called “Rents and Profits™].

4, The parties intend that this Assignment shall be a present, absolute and
unconditional assignment, subordinate to the rights of . and its
successors and assigns [Construction Lender], and shall, immediately upon execution, give the
Agency the right to collect the Rents and Profits and to apply them in payment of the principal
and interest and all other sums payable on the Indebtedness and other Obligations under the Note
and other loan documents, as well as all other sums payable under the Deed of Trust or any other
instrument given as security for the Indebtedness, subject to the rights of the Construction
Lender. However, the Agency hereby grants to Borrower a license to collect and use, subject to
the provisions set forth below, the Rents and Profits as they respectively become due and to
enforce the Leases, so long as there is no Default by Borrower in performance of the terms,
covenants, or provisions of the Deed of Trust, the Note, or the OPA, this Assignment or any
other loan document, after the expiration of any applicable notice and cure periods. Nothing
contained herein, nor any collection of Rents and Profits by Agency or by a receiver, shall be
construed to make Agency a “mortgagee in possession” of the Premises so long as Agency has
not entered into actual possession of the Premises.

5. Upon the occurrence of any Default or Event of Default, after the expiration of
any applicable notice and cure periods, under the terms and conditions of this Assignment, the
Note, the Deed of Trust, the OPA or any other loan document, this Assignment shall constitute a
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direction and full authority to each Lessee under any Lease and each guarantor of any Lease to
pay all Rents and Profits to Agency without proof of the Default relied upon. Borrower hereby
irrevocably authorizes each Lessee and guarantor to rely upon and comply with any notice or
demand by Agency for the payment to Agency of any Rents and Profits due or to become due.

6. Borrower represents and warrants as to ecach Lease now or hereafter covering all
or any portion of the Premises, unless Agency has been otherwise advised in writing by
Borrower:

a. That each Lease is in full force and effect;

b. That no material default exists on the part of the Lessee thereunder or
Borrower;

c. That no rent in excess of one month’s rent has been collected in advance;

d. That no Lease or any interest therein has been previously assigned or
pledged;

e. That no Lessee under any Lease has any defense, setoff or counterclaim

against Borrower; and

f. That all rent due to date under each Lease has been collected and no
concession has been granted to any Lessee in the form of a waiver, release, reduction, discount,
or other alteration of rent due or to become due except as previously disclosed to Borrower in
writing.

7. Borrower agrees with respect to each Lease:

a. If any Lease provides for a security deposit paid by the Lessee to
Borrower, this Assignment transfers to Agency all of Borrower’s right, title, and interest in and to
cach such security deposit; provided, however, that Borrower shall have the right fo retain said
security deposit so long as Borrower is not in Default, after the expiration of any applicable
notice and cure periods, under this Assignment, the Deed of Trust, the Note, the OPA or any
other Loan Document; and provided further that Agency shali have no obligation to the Lessee
with respect to such security deposit unless and until Agency comes into actual possession and
control of said security deposit.

b. If any Lease provides for the abatement of rent during repair of the leased
premises by reason of fire or other casualty, Borrower shall furnish rental insurance to Agency,
the policies to be with companies and in form, content, policy limits, and terms as are customary
in the case of entities owning similar property or assets similarly situated.

c. Each Lease shall remain in full force and effect despite any merger of the
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interest of Borrower and any Lessee thereunder. Except as otherwise provided in the OPA,
Borrower shall not terminate any Lease (except pursuant to the terms of the Lease upon a Default
by any Lessee thereunder), or materially modify or amend any Lease or any of the terms thereof,
or grant any concessions in connection therewith or accept a surrender thereof, without the prior
written consent of Agency, which consent shall not be unreasonably withbeld.

d. Except as otherwise provided in the OPA, Borrower shall not hereafter
execute any Lease, the terms and conditions of which have not been previously approved in
writing by Agency, which approval shall not be unreasonably withheld or delayed.

e. Borrower shall not collect any Rents and Profits more than thirty (30) days
in advance of the date on which they become due under the terms of any Lease.

f, Borrower shall not discount any future accruing Rents and Profits.
g. Borrower shall not consent to any assignment of any Lease, or any

subletting thereunder, whether or not in accordance with its terms, on any terms less favorable
than those that would reflect an arm’s length transaction in light of prevailing market conditions
(subject to the rent restrictions applicable to the Premises), without the prior written consent of
Agency, except as otherwise provided in the OPA.

h. Except as otherwise provided in the OPA, Borrower shall not execute any
further assignment of any of the Rents and Profits or any interest therein or suffer or permit any
such assignment to occur by operation of law.

i.  Borrower shall not request, consent to, agree to, or accept a subordination
of any Lease to any mortgage, deed of trust or other encumbrance, or any other lease, now or
hereafter affecting the Premises or any part thereof, or suffer or permit conversion of any Lease
to a sublease, without Agency’s prior written consent.

i Borrower shall faithfully perform and discharge all obligations of the
lessor under each Lease, and shall give prompt written notice to Agency of any notice of
Borrower’s default received from any Lessee or any other person and furnish Agency with a
complete copy of said notice. Borrower shall appear in and defend, at no cost to Agency, any
action or proceeding arising under or in any manner connected with any Lease. If requested by
Agency, Borrower shall enforce each Lease and all remedies available to Borrower against the
Lessee in the case of default under the Lease by the Lessee.

k. Except as otherwise provided in the OPA, Borrower shall give Agency
written notice immediately upon entering into a Lease of any part of the Premises and shall
promptly upon request of Agency provide to Agency a true and correct copy of each executed
Lease. Upon written notice from Agency to Borrower, such Lease shall be deemed included in
this Assignment as though originally listed herein. At Agency’s option, such notice may be
recorded in the Official Records of San Diego County, California, which notice shall refer to this
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Assignment.

L Except as otherwise provided in the OPA, at Agency’s option, Borrower
shall not hire, retain, or contract with any third party for property management services with
respect to the Premises, other than the Manager, without the prior written approval of Agency of
such party and the terms of its contract for management services.

m. Nothing herein shall be construed to impose any liability or obligation on
Agency under or with respect to any Lease. Borrower shall indemnify, defend, and hold Agency,
its officers, officials, directors, agents, employees, and representatives (the Indemnitees} harmless
from and against any and all liabilities, losses, and damages that any Indemnitee may incur under
any Lease or by reason of this Assignment, and of and from any and all claims and demands
whatsoever that may be asserted against any Indemnitee by reason of any alleged obligations to
be performed or discharged by Agency under any Lease or this Agreement, unless any of the
foregoing arises from or results from the gross negligence or willful misconduct of any
Indemnitee. Should any Indemnitee incur any liability, loss, or damage under any Lease or by
reason of this Assignment and such liability, loss, or damage falls within the foregoing
indemnification, Borrower shall immediately upon demand reimburse such Indemnitee for the
amount thereof together with all costs and expenses and reasonable attorney’s fees (based on
itemized invoices for time and charges) and court costs incurred by such Indemnitee. All of the
foregoing sums shall bear interest at the maximum rate permitied by law from demand by
Indemnitee until paid. Any Rents and Profits collected by Agency may be applied by Agency, in
its discretion, in satisfaction of any such liability, loss, damage, claim, demand, cost, expense, or
fees.

8. Subject to the rights of the Construction Lender, Borrower hereby grants to
Agency the following rights:

a. Upon an Event of Default as defined in the OPA, Agency shall be deemed
to be the credifor of each Lessee in respect of any assignments for the benefit of creditors and any
bankruptcy, arrangement, reorganization, insolvency, dissolution, receivership, or other debtor
relief proceedings affecting such Lessee, without obligation on the part of Agency, however, to
file timely claims in such proceedings or otherwise pursue creditor’s rights therein.

b. Agency shall have the right to assign Borrower’s right, title, and interest in
the Leases to any subsequent holder of the Deed of Trust or any participating interest therein or
to any person acquiring title to all or any part of the Premises through foreclosure or otherwise.
Any subsequent Assignee shall have all the rights and powers herein provided to Agency.

c. Agency shall have the right (but not the obligation), upon any Event of
Default under the Deed of Trust or the OPA, to take any action as Agency may deem necessary
or appropriate to protect its security including, but not limited to, appearing in any action or
proceeding and performing any obligations of the lessor under any Lease; and Borrower agrees to
pay, on demand, all costs and expenses including, without limitation, reasonable attorney’s fees
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and court costs incurred by Agency in connection therewith, together with interest thereon at the
highest rate of interest permitted by law per annum.

d. Upon any Default under this Assignment, the Deed of Trust, the Note, the
OPA, or any other loan document (subject to any notice and cure provisions), and without notice
to or consent of Borrower, Agency shall have the following rights (none of which shall be
construed to be obligations of Agency):

i. Agency shall have the right under this Assignment to use and
possess, without rental or charge, the Fixtures, Equipment, and Personal Property of the
Borrower located in or on the Premises and used in the operation or occupancy thereof. Agency
shall have the right to apply any of the Rents and Profits to pay installments due for Personal
Property rented or purchased on credit, insurance premiums on Personal Property, or other
charges relating to Personal Property in or on the Premises. However, this Assignment shall not
make Agency responsible for the control, care, management, or repair of the Premises or any
Personal Property or for the carrying out of any of the terms or provisions of any Lease.

ii. Agency shall have the right to apply the Rents and Profits and any
sams recovered by Agency hereunder to the outstanding Indebtedness, as well as to charges for
taxes, insurance, improvements, maintenance, and other items relating to the operation of the
Premises.

iit. Agency shall have the right to take possession of the Premises,
manage and operate the Premises and Borrower’s business thereon, and to take possession of and
use all books of account and financial records of Borrower and its property managers or
representatives relating to the Premises.

1v. Agency shall have the right to execute new Leases of any part of
the Premises, including Leases that extend beyond the term of the Deed of Trust.

V. Agency shall have the right to cancel or alter any existing Leases.

Vi. Agency shall have the irrevocable authority, as Borrower’s
attorney-in-fact, such authority being coupled with an interest, to sign the name of Borrower and
to bind Borrower on all papers and documents relating to the operation, leasing and maintenance
of the Premises.

e. All of the foregoing rights and remedies of Agency are cumulative, and
Agency shall also have upon the occurrence of any such Default or Event of Default all other
rights and remedies provided under the Note, the OPA, the Deed of Trust, or any other loan
document or other agreement between Borrower and Agency or between Borrower and Lessee,
or otherwise available at law or in equity or by statute subject to the limited recourse clause set
forth in the Note.

Assignment of Rents
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9. Failure of Agency to avail itself of any terms, covenants, or conditions of this
Assignment for any period of time or for any reason shall not constitute a waiver thereof.

10.  Notwithstanding any future modification of the terms of the Note, the Deed of
Trust, the OPA, or any other loan document, this Assignment and the rights and benefits hereby
assigned and granted shall continue in favor of Agency in accordance with the terms of this
Assignment,

11.  This Assignment shall be binding upon and inure to the benefit of the respective
heirs, legal representatives, successors, and assigns of the parties hereto (including without
limitation in the case of Agency, any third parties now or hereafter acquiring any interest in the
Indebtedness or other obligations of Borrower under the Note or Deed of Trust or a part thereof,
whether by virtue of assignment, participation, or otherwise). The terms Borrower, Agency, and
Lessee, wherever used herein, shall include the persons and entities named herein or in any Lease
and designated as such and their respective heirs, legal representatives, successors and assigns,
provided that any action taken by the named Agency or any successor, designated as such by an
instrument recorded in the Official Records of San Diego County, California, referring to this
Assignment, shall be sufficient for all purposes notwithstanding that Agency may have
theretofore assigned or participated any interest in the obligation to a third party. All words,
terms and phrases shall be taken to include the singular or plural number, and the masculine,
ferninine, or neuter gender, as may fit the case.

12. Any change, amendment, modification, abridgment, canceliation, or discharge of
this Assignment or any term or provision hereof shall be invalid without the written consent of
Agency.

13.  Upon payment to Agency of the full amount of the Indebtedness and other
obligations secured hereby and by the Note and Deed of Trust, as evidenced by a recorded
satisfaction or release of the Deed of Trust, this Assignment shall be void and of no further
effect.

14. All notices, demands, approvals, and other communications provided for in the
Ioan Documents shall be in writing and be delivered by telegraph, cable, overnight air courier,
personal delivery, or registered or certified U.S. mail, postage prepaid with return receipt
requested to the appropriate party at its address as follows:

Assignment of Rents
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If to Borrower: SYEP ASSOCIATES, a California limited partnership
531 Encinitas Boulevard; Suite 206
San Diego, California 92024
Attention: Joseph M. Michaels

With a copy to:

Atin:

If to Agency: Redevelopment Agency of the
City of San Diego
1200 Third Avenue, Suite 1400
San Diego, California 92101
Attention: Project Manager ~ San Ysidro
Redevelopment Project Area

Addresses for notice may be changed from time to time by written notice to all other parties.
Any communications given by telegram or cable must be confirmed within forty-eight (48) hours
by overnight air courier or mail in the manner hereinbefore described. If any communication is
given by mail in the manner hereinabove described, it will be effective upon the earlier of (a)
three (3) calendar days after deposit in a post office or other official depository under the care
and custody of the United States Postal Service, or (b) actual receipt, as indicated by the return
receipt; if given by telegraph or cable, when delivered to the telegraph company with charges
prepaid; and if given by personal delivery, or by overnight air courier, when delivered to the
appropriate address set forth above. :

15, This Assignment may be recorded in the Official Records of San Diego County,
California, and Borrower shall pay all fees, charges, costs, and expenses of such recording.

16. If any provision hereof is determined to be illegal or unenforceable for any reason,
the remaining provisions hereof shall not be affected thereby.

17. This Assignment shall be governed by and construed in accordance with the laws
of the State of Califorma.
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18.  If Agency should bring any action to enforce its rights hereunder at law or at
equity, Borrower shall reimburse Agency for all reasonable attorney’s fees and costs expended in
connection therewith.

IN WITNESS WHEREOQF, the undersigned Borrower has executed this Assignment as of
the date first above written.

BORROWER

SYEP ASSOCIATES, a California himited
partnership.

By:  Las Palmas Foundation,
California non-profit public benefit
corporation.
Its:  Managing General Partner.

By:

Joseph M. Michaels
President

Asgsignment of Rents
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STATE OF CALIFORNIA

COUNTY OF
On bhefore me, , & Notary Public,
personally appeared , personally known to me (or proved to

me on the basis of satisfactory evidence) to be the person(s) whose name(s) is/are subscribed to
the within instrument and acknowledged to me that he/she/they executed the same in his/her/their
authorized capacity(ies), and that by his/ber/their signature(s) on the instrument the person(s), or
the entity upon behalf of which the person(s) acted, executed the instrument.

WITNESS my hand and official seal.

Signature
STATE OF CALIFORNIA
COUNTY OF
On before me, , & Notary Public,
personally appeared , personally known to me (or proved to

me on the basis of satisfactory evidence) to be the person(s) whose name(s) is/are subscribed to
the within instrument and acknowledged to me that he/she/they executed the same in his/her/their
authorized capacity(ies), and that by his/her/their signature(s) on the instrument the person(s), or
the entity upon behalf of which the person(s) acted, executed the instrument.

WITNESS my hand and official seal.

Signature




EXHIBIT “A”

LEGAL DESCRIPTION

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

[BEHIND THIS PAGE]



Order Number: NCS-203127-4)
Page Number: 8

LEGAL DESCRIPTION

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

Parcet 1.

That portion of the Southwest Quarter of the Southeast Quarter of Section 35, Township 18
South, Range 2 West, San Bernardine Meridian, in the City of San Diego, County of San Diego,
State of California, according to Official Plat thereof, being described as follows:

Beginning at the Northeast corner of the said Southwest Quarter of the Scutheast Quarter;
thence Southerly 550 feat along the Easterty line of said Quarter Quarter Section to a point;
thence West 10 rods to a point on the Easterly fine of that Parce!l of {and described in Deed to
Sophia Stelzer, recorded March 3, 1915, in Book 703, Page 231, Deeds, San Diego County
Records; distant thereon 550 feet South of the Northeast comer thereof,; thence Northerly 550
feet along said Easterly line to the Northerly line of said Southwest Quarter of the Southeast
Quarter; thence East 10 rods along said Northerly line to the point of beginning.

Parcel 2:

That portion of the Southwest Quarter of the Southeast Quarter of Section 35, Township 18
South, Range 2 West, Sar: Barnardino Meridian, in the City of San Diego, County of San Diego,
State of California, according to Official Plat thereof, being described as follows:

Commencing at the Northeast corner of the said Southwest Quarter of the Southeast Quarter;
thence Southerly 550 feet along the Easterly line of said Quarter Quarter Seciion to the true point
of beginning; thence West 10 rods to a point on the Easterly line of that Parcel of land described
in Deed fo Sophia Stelzer, recorded March 3, 1916, in Book 703, Page 231, Deeds, $an Diege
County Records; distant thereon 550 feet South of the Northeast corner thereof; thence

Southerly along the East line of said Stelzer's Land to the Northerly fine of San Ysidro Bhd,
{formerly Tijuana Blvd.; thence Easterly and Southerly along the Northerly line of said San Ysidro
Bivd., 10 rods, more or less, to the East line of said Southwest Quarter of the Southeast Quarter
of Section 35; thence Northerly along the East line of said Southwest Quarter of the Southeast
Quarter of Section 35, to the true point of beginning.

APN: 638-080-47-00 and 638-080-45-00

First American Tiile Instrarce Compary



ATTACHMENT NO. 11
ASSIGNMENT OF AGREEMENTS

[Behind this page. ]



ASSIGNMENT OF AGREEMENTS, PLANS, SPECIFICATIONS AND
ENTITLEMENTS

FOR VALUE RECEIVED, the undersigned, SYEP ASSOCIATES, a California
limited partnership [Borrower], pursuant to that certain Owner Participation Agreement
entered into by and between Borrower and the REDEVELOPMENT AGENCY OF THE
CITY OF SAN DIEGO [Agency] dated as of [Owner
Participation Agreement] for the development of that certain real property legally described
in Exhibit “A” attached to this Assignment and incorporated herein by this reference,
hereby  assigns to  the  Agency, subordinate to  the  rights of
and its successors and assigns [Construction Lender],
all of Borrower’s rights and interest, but not its obligations, in, under and to the following,
as they relate to the Improvements (as defined in the Owner Participation Agreement}, as of
the date hereof, , 20 [Effective Date]:

1. All architectural, design, engineering and development agreements, and any and all
amendments, modifications, supplements, addenda and general conditions thereto
[collectively, "Architectural or Engineering Agreements"] heretofore or hereafier
entered into or prepared by any Architect/Engineer, engineer or other person or
entity [collectively "Architect/Engineer(s)"], for or on behalf of Borrower in
connection with the construction of the Improvements;

2. All plans and specifications, shop drawings, working drawings, amendments,
modifications, changes, supplements, general conditions and addenda thereto
[collectively "Plans and Specifications"] heretofore or hereafter prepared by any
architect; engineer or other person or entity [collectively "Architect/Engineer(s)"],
for or on behalf of Borrower in connection with the construction of the
Improvements; and

3. All governmental permits, approvals and entitlements [collectively “Entitlements”]
relating to the construction and operation of the Improvements heretofore or
hereafter granted by the City of San Diego or any other governmental authority
having jurisdiction over the Site. ' '

The Architectural or Engineering Agreements, Plans and Specifications and Entitiements
consist of are those which Borrower has heretofore entered into, received or obtained and
shall include, but not be limited to, those described in the Schedule of Architectural and
Engineering Agreements, Plans and Specifications and Entitlements attached to this
Assignment as Exhibit “B” and incorporated herein by this reference.

This ASSIGNMENT OF AGREEMENTS, PLANS AND SPECIFICATIONS AND
ENTITLEMENTS [Assignment] constitutes a present and absolute assignment to Agency
as of the Effective Date. Borrower represents and warrants to Agency, as of the Effective
Date, that, to the actual knowledge of Borrower: (a) all Architectural or Engineering
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Agreements entered into by Borrower are in full force and effect and are enforceable in
accordance with their terms and no default, or event which would constitute a default afier
notice or the passage of time, or both, exists with respect to said Architectural or
Engineering Agreements; (b) all copies of the Architectural or Engineering Agreements
and Plans and Specifications delivered to Agency are complete and correct copies; and (c)
Borrower has not assigned any of its rights under the Architectural and Engineering
Agreements or with respect to the Plans and Specifications.

This Assignment shall be governed by the laws of the State of California, except to the
extent that Federal laws preempt the laws of the State of California, and Borrower consents
to the jurisdiction of any Federal or State Court within the State of California having proper
venue for the filing and maintenance of any action arising hereunder and agrees that the
prevailing party in any such action shall be entitled, in addition to any other recovery, to
reasonable attorney's fees and costs.

This Assignment shall be binding upon and inure to the benefit of the heirs, legal
representatives, assigns, and successors-mn-interest of Borrower and Agency.

The attached Consent, Schedule 1, Exhibit “A” and Exhibit “B” are incorporated by this
reference.

Executed by Borrower as of ,20
BORROWER

SYEP ASSOCIATES, a California limited
partnership.

By:  Las Palmas Foundation,
A California non-profit public benefit
corporation.

Its: Managing General Partner.

Joseph M. Michaels
President

ASSIGNMENT OF AGREEMENTS
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CONSENT

[TO BE ADDED FOR EACH ARCHITECT, LANDSCAPE ARCHITECT AND
ENGINEER PREPARING PLANS FOR THE IMPROVEMENTS]

The undersigned Architect/Engineer {“Architect” or “Engineer” as the case may be] hereby
consents to the foregoing Assignment to which this Consent [{Consent] is part, and
acknowledges that there presently exists no unpaid claims due to the Architect/Engineer
except as set forth on Schedule 1 attached hereto and incorporated herein by this reference,
arising out of the preparation and delivery of the Plans and Specifications to Borrower
and/or the performance of the Architect/Engineer’s obligations under the Assigmment.

Architect/Engineer agrees that if Agency shall become the owner of said Property and
elects to undertake the operation or construction of the Improvements on any portion of the
Property, in accordance with the Plans and Specifications, and gives Architect/Engineer
_written notice of such election; THEN, so long as Architect/Engineer has received, recetves
or continues to receive the compensation called for under the Agreements, Agency may, at
its option, use and rely on the Plans and Specifications for the purposes for which they
were prepared, and Architect/Engineer will continue to perform its obligations under the
Agreements for the benefit and account of Agency in the same manner as if performed for
the benefit or account of Borrower in the absence of the Assignment.

Architect/Engineer warrants and represents that they have no knowledge of any prior
assignmeni(s} of any interest in the Plans and Specifications and/or the Agreements, except
for an assignment to [INSERT NAME OF SENIOR LENDER]. ' Except as otherwise
defined herein, the terms used herein shall have the meanings given them in the
Assignment.

Executed on

ARCHITECT/ENGINEER:

By:

Architect/Engineer's Address:

Agency's Address;

REDEVELOPMENT AGENCY OF THE CITY OF SAN DIEGO
1200 Third Avenue; Suite 1400
San Diego, California 92101

ASSIGNMENT OF AGREEMENTS
PAGE3 OF 6



SCHEDULE 1 TO ASSIGNMENT
SCHEDULE OF UNPAID CLAIMS

Schedule 1 to Assignment of Agreements, Plans and Specifications and Entitlements dated
as of , 20 between SYEP ASSOCIATES, a California limited partnership,
as “Borrower”, and REDEVELOPMENT AGENCY OF THE CITY OF SAN DIEGO, as

“Agency”.
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EXHIBIT “A~”
PROPERTY DESCRIPTION

Exhibit A to Assignment of Agreements, Plans and Specifications and Entitlements dated
as of , 20 between SYEP ASSOCIATES, a California limited partnership,
as ‘“Borrower”, and REDEVELOPMENT AGENCY OF THE CITY OF SAN DIEGO, as
“Agency”.

All that certain real property located in the County of San Diego, State of California,
described as follows:
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Order Number: NCS-202127-L)
Page Nurnber: 8

LEGAL DESCRIPTION

Reat property in the City of San Diego, County of San Diego, State of California, described as
follows:

Parcel 1:

That portion of the Southwest Quarter of the Southeast Quarter of Secticn 35, Township 18
South, Range 2 West, San Bernardino Meridian, in the Gty of San Diego, County of San Diego,
State of California, according to ‘Ofﬁcial Plat thereof, being described as follows:

Beginning at the Northeast corner of the said Southwest Quarter of the Southeast Quarter;
thence Sputherly 550 feet along the Easterly line of said Quarter Quarter Section 1o a point;
thence West 10 rods to a point on the Easterly line of that Parcel of land described in Deed fo
Sophia Stelzer, recorded March 3, 1916, in Book 703, Page 231, Deeds, San Diego County
Records; distant thereon 550 feet South of the Northeast corner thereof; thence Northerly 550
feet along said Easterly line fo the Northery fine of said Southwest Quarter of the Southeast
Quarter; thence East 10 rods along said Northerly line to the point of beginning.

Parcel 2:

That portion of the Southwest Quarter of the Southeast Quarter of Section 35, Township 18
South, Range 2 West, San Bernardino Meridian, in the City of San Diego, County of San Blego,
State of California, according to Officiat Plat thereof, being described as follows:

Commencing at the Northeast corner of the said Southwest Quarter of the Southeast Quarter,
thence Southerly 550 feet along the Easterly line of said Quarter Quarter Section to the true point
of beginning; thence West 10 rods to a point on the Easterly line of that Parcel of land described
in Deed to Sophia Stelzer, recorded March 3, 1916, in Book 703, Page 231, Deeds, San Diego
County Records; distant therecn 550 feet South of the Northeast corner thereof; thence

Southerly atong the East fine of said Steizer's Land o the Northerly line of San Ysidro Blvd,
{formerly Tijuana Blvd.; thence Easterly and Southerly along the Northerly line of sald San Ysidro
Bivd., 10 rods, more or less, to the East fine of said Southwest Quarier of the Southeast Quarter
of Section 35; thence Northerly along the East dine of said Southwest Quarter of the Southeast
Quarter of Section 35, to the true point of beginning.

APN: 638-080-47-00 and 638-080-49-00

First American Title Insurance Company



EXHIBIT “B”
LIST OF ARCHITECTURAL OR ENGINEERING AGREEMENTS, PLANS AND
SPECIFICATIONS AND ENTITLEMENTS

[TO BE ADDED]

ASSIGNMENT OF AGREEMENTS
PAGE 6 OF 6



ATTACHMENT NO. 12

ENVIRONMENTAL INDEMNITY

THIS ENVIRONMENTAL INDEMNITY [Indemnity], is dated this day of
,200  , and made by SYEP ASSOCIATES, a California limited
partnership [Borrower], whose address for purposes of giving notices is 531 Encinitas
Boulevard; Suite 206, San Diego, California 92024, in favor of the REDEVELOPMENT
AGENCY OF THE CITY OF SAN DIEGO, whose address for purposes of giving notices is
1200 Third Avenue; Suite 1400, San Diego, California 92101 [Agency].

WITNESSETH

WHEREAS, Borrower has entered into a purchase agreement for the purchase as owner
of certain real property in the City of San Diego, as more particularly described on Exhibit “A”
“attached hereto and made a part hereof, and the real property improvements thereon [collectively
referred to as the Property]; and

WHEREAS, Agency and Borrower entered into that certain Owner Participation
Agreement, dated as of [OPA], concerning the acquisition and
development by Borrower of the Property; and

WHEREAS, pursuant to the OPA, Agency agreed to make a loan to Borrower {Agency
Loan] for the purpose of providing part of the financing for the acquisition and construction of a
residential rental development consisting of forty-five (45) residential rental units, forty-four (44)
of which shall be rented exclusively to Very Low Income and Low Income households at an
Affordable Rent, and one of which shall be used as the manager’s unit, and a subterranean
parking facility providing approximately one hundred seven (107) parking spaces, and
recreational amenities [Project], all as described in the Scope of Development, in accordance
with the requirements of the Agreement Affecting Real Property [the OPA and the documents
and instruments referred to therein which are being executed by Borrower concurrently herewith
are referred to collectively as the Loan Documents]; and

WHEREAS, Borrower has agreed to execute and deliver to the Agency this Indemnity to
induce the Agency to make the Agency Loan.

NOW, THEREFORE, in consideration of the foregoing and in consideration of the
mutual agreements hereinafter set forth, Borrower hereby agrees with the Agency as follows:

Section 1. DEFINITIONS

For the purpose of this Indemnity, “Hazardous Materials” or “Hazardous Substances”
shall include, but not be limited to, substances defined as “extremely hazardous substances”,
“hazardous substances”, “hazardous materials”, “hazardous waste” or “toxic substances” in the
Comprehensive Environmental Response, Compensation and Liability Act of 1980, as amended,
42 U.S.C. sections 11001-11050; the Hazardous Materials Transportation Act, 49 U.S.C.
sections 1801, ef seq.; the Resource Conservation and Recovery Act, 42 U.S.C. sections 6901, ef



seq.; and those substances defined as “hazardous waste” in section 25117 of the California
Health and Safety Code, as “infectious waste” in section 25117.5 of the California Health and
Safety Code, or as “hazardous substances” in section 25316 of the California Health and Safety
Code or “hazardous materials” as defined in section 353 of the California Vehicle Code; and in
the regulations adopted and publications promulgated pursuant to said laws. Other capitalized
terms used in this Indemnity shall have the meanings ascribed to them in the OPA with the same
force and effect as if set forth in full herein.

Section 2. COVENANTS AND INDEMNITY
The following covenants, and indemnities are hereby given and made by Borrower:
2.1 Covenants.

(a) Borrower covenants that it shall comply with any and all laws, regulations,
and/or orders which may be promulgated, from time to time, with respect to the discharge and/or
removal of Hazardous Materials, to pay immediately when due the costs of the removal of, or
any other action required by law with respect to, any such Hazardous Materials, and to keep the
Property free of any lien imposed pursuant to any such laws, regulations, or orders.

(b} Borrower covenants that the Property will not, while Borrower is the
owner or has any control thereof, be used for any activities involving, directly or indirectly, the
use, generation, treatment, storage, release, or disposal of any Hazardous Materials, except for de
minimis quantities used at the Property in compliance with all applicable environmental laws and
required in connection with the routine operation and maintenance of the Property.

(c) Borrower further agrees that Borrower shall not release or dispose of any
Hazardous Materials at the Property without the express writien approval of the Agency and that
any such release or disposal shall be effected in strict compliance with all applicable laws and all
conditions, if any, established by the Agency.

(d) The Agency shall have the right, at any time, to conduct an environmental
audit of the Property at the Agency's expense, unless Hazardous Materials are found, then at
Borrower's sole cost and expense, and Borrower shall cause Borrower to cooperate in the
conduct of any such environmental audit but in no event shall such audit be conducted unless the
Agency believes that such audit is warranted. Other than in an emergency, such audit shall be
conducted only after prior notice has been given to Borrower and only in the presence of a
representative of Borrower. Borrower shall give the Agency and its agents and employees
access to the Property to remove, or otherwise to mitigate against the effects of, Hazardous
Materials.

(e) Borrower shall not install, or permit to be installed, on the Property friable
asbestos or any substance containing asbestos and deemed hazardous by federal or state
regulations respecting such material, and, with respect to any such matenal currently present in
the Property, Borrower shall promptly either (i) remove or cause to be removed any material that
such regulations deem hazardous and require to be removed, or (ii) otherwise comply with such
federal and state regulations, at Borrower's sole cost and expense. If Borrower shall fail to so do
within the cure period permitted under applicable law, regulation, or order, the Agency may do
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whatever is necessary to eliminate said substances from the premises or to otherwise comply
with the applicable law, regulation, or order, and the costs thereof shall be added to the
Obligations (as hereinafter defined) of Borrower under this Section 2.

(H Borrower shall immediately advise the Agency in writing of any of the
following: (i) any pending or threatened environmental claim against Borrower or the Property
or {ii} any condition or occurrence on the Property that (A) results in noncompliance by
Borrower with any applicable environmental law, (B) could reasonably be anticipated to cause
the Property to be subject to any restrictions on the ownership, occupancy, use or transferability
of the Property under any environmental law, or (C) could reasonably be anticipated to form the
basis of an environmental claim against the Property or Borrower.

2.2 Indemnity. Borrower shall indemnify, protect, and hold the Agency harmless

. from and against any and all damages, losses, liabilities, obligations, penalties, claims, litigation,
demands, defenses, judgments, suits, proceedings, costs, disbursements, or expenses (including,
without limitation, attorneys' and experts' fees and disbursements) of any kind or of any nature
whatsoever [collectively, the “Obligations”] which may at any time be imposed upon, incurred
by or asserted or awarded against the Agency and arising from or out of:

(1) The presence of any Hazardous Materials on, in, under, or affecting all or
any portion of the Property or any surrounding areas, except to the extent
such Hazardous Materials were caused by the Agency or its agents;

{23 The breach of any covenant made by Borrower in Section 2.1 hereof; or

(3) The enforcement by the Agency of any of the provisions of this Section
2.2 or the assertion by Borrower of any defense to its obligations
hereunder.

Notwithstanding any other provision or as otherwise allowed by law, the Agency
may also recover directly from Borrower or from any other party who may be responsible for:

(1) Obligations, including, but not limited to, any damages, costs and
expenses incurred by Agency as a result of fraud or any criminal act or
acts of Borrower or any partner, member, shareholder, officer, director,
agent, or employee of Borrower, or of any general or limited partner of
Borrower; :

(2) Obligations, including, but not limited to, any damages, costs and
expenses incurred by Agency as a result of any misappropriation of funds
provided for the construction of the Project, as described in the OPA, rents
and revenues from the operation of the Project following an Event of
Default, any funds on deposit in a replacement reserve or operating
reserve account or security deposits held by Borrower with respect to the
Property, or proceeds of insurance policies or condemnation proceeds;

(3) Obligations, including, but not limited to, any damages, costs and
expenses incurred by the Agency as a result of the negligence of such

-3



4

person or entity, involving, directly or indirectly, the use, generation,
treatment, storage, release, or disposal of any Hazardous Materials; and

all court costs and attorney's fees reasonably incurred in enforcing or
collecting upon any of the foregoing Obligations (provided that Agency
shall pay Borrower’s reasonable court costs and attorney's fees if Borrower
is the prevailing party in any such enforcement or coliection action).

Section 3. BORROWER'S UNCONDITIONAL OBLIGATIONS

3.1 Unconditional Obligations. Borrower hereby agrees that the Obligations will be
paid and performed strictly in accordance with the terms of this Indemnity, regardless of any
law, regulation, or order now or hereafter in effect in any jurisdiction affecting any of the Loan
Documents or affecting any of the rights of the Agency with respect thereto. The obligations of
Borrower hereunder shall be absolute and unconditional irrespective of:

(1)

(2)

(3)

4

)

(6)

(7)

The validity, regularity, or enforceability of the Loan Documents or any
other instrument or document executed or delivered in connection
therewith;

Any alteration, amendment, modification, release, termination, or
cancellation of any of the Loan Documents, or any change in the time,
manner, or place of payment of, or in any other term in respect of, all or
any of the obligations of Borrower contained in any of the Loan
Documents;

Any extension of the maturity of the Agency Loan or any watver of, or
consent to any departure from, any provision contained in any of the Loan
Documents;

Any exculpatory provision in any of the Loan Documents limiting the
Agency's recourse to property encumbered by the Deed of Trust securing
the Agency Loan, or to any other security, or limiting the Agency's rights
to a deficiency judgment against Borrower;

Any exchange, addition, subordination, or release of, or non-perfection of
any lien on or security interest in, any collateral for the Agency Loan, or
any release, amendment, waiver of, or consent to any departure from any
provision of, any other Borrower or guarantee given in respect of the
Agency Loan;

The insolvency or bankruptcy of Borrower, Agency, or of any indemnitor
or guarantor under any other indemnity or guarantee given in respect of
the Agency Loan; or

Any other circumstance that might otherwise constitute a defense

available to, or a discharge of, Borrower, Borrower, or any other
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indemnitor or guarantor with respect to the Agency Loan or any or all of
the Obligations,

3.2 Continuation. This Indemnity (a) is a continuing indemnity and shall remain in
full force and effect until the satisfaction in full of all of the Obligations (notwithstanding the
payment in full of the Agency Loan or the release or other extinguishment of the Deed of Trust
or any other security for the Agency Loan); and (b) shall continue to be effective or shall be
reinstated, as the case may be, if at any time any payment of any of the Obligations is rescinded
or must otherwise be returned by the Agency upon the insolvency, bankruptcy, or reorganization
of Borrower or otherwise, all as though such payment had not been made.

3.3 Termination. Notwithstanding the payment (and performance) in full of all of the
Obligations and the payment (or performance) in full of all of Borrower's obligations under the
Loan Documents, this Indemnity shall not terminate if any of the following shall have occurred:

(1)

(2)

The Agency has at any time or in any manner participated in the _
management or control of, taken possession of (whether personally, by
agent or by appointment of a receiver), or taken title to the Property or any
portion thereof, whether by foreclosure, deed in lieu of foreclosure, sale
under power of sale or otherwise; or

There has been a change, between the date hereof and the date on which
all of the Obligations are paid and performed in full, in any Hazardous
Materials laws, the effect of which may be to make a lender or mortgagee
liable in respect of any of the Obligatiors, notwithstanding the fact that no
event, circumstance, or condition of the nature described in paragraph (a)
above ever occurred.

Section 4. WAIVER

Borrower hereby waives the following:

D
(2)

3

(4)

(5)

Promptness and diligence;

Notice of acceptance and notice of the incurrence of any obligation by
Borrower;

Notice of any action taken by the Agency, Borrower, or any other
interested party under any Loan Document or under any other agreement
or instrament relating thereto;

All other notices, demands, and protests, and all other formalities of every
kind, in connection with the enforcement of the Obligations, the omission
of or delay in which, but for the provisions of this Section 4, might
constitute grounds for relieving Borrower of its Obligations hereunder;

The right to a trial by jury with respect to any dispute arising under, or
relating to, this Indemnity;
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(6) Any requirement that the Agency protect, secure, perfect, or insure any
security interest or lien in or on any property subject thereto;

(7 Any requirement that the Agency exhaust any right or take any action
against Borrower or any other person or collateral; and

(8) Any defense that may arise by reason of’

(i) The incapacity, lack of authority, death or disability of, or
revocation hereof by, any person or persons;

(ii)  The failure of the Agency to file or enforce any claim against the
estate (in probate, bankruptcy, or any other proceedings) of any
PErson or persons; or

(ili)  Any defense based upon an election of remedies by the Agency,
including, without limitation, an election to proceed by nonjudicial
foreclosure or which destroys or otherwise impairs the subrogation
rights of Borrower or any other right of Borrower to proceed
against any party.

Section 5. NOTICES

Any notice, demand, statement, request, or consent made hereunder shall be in writing
and shall be personally served, mailed by first-class registered mail, return receipt requested, to
the address set forth in the first paragraph of this Indemnity.

Any notice that is personally delivered (including by means of professional messenger
service, courier service such as United Parcel Service or Federal Express, or by U.S. Postal
Service), shall be deemed received on the documented date of receipt; and any notice that is sent
by registered or certified mail, postage prepaid, return receipt required shall be deemed received
on the date of receipt thereof.

Section 6.  MISCELLANEOUS

6.1 Borrower shall make any payment required to be made hereunder in lawful
money of the United States of America, and in same day funds, to the Agency at its address
specified in the first paragraph hereof.

6.2 No amendment of any provision of this Indemnity shall be effective unless it is in
writing and signed by Borrower and the Agency, and no waiver of any provision of this
Indemnity, and no consent to any departure by Borrower from any provision of this Indemnity,
shall be effective unless it is in writing and signed by the Agency, and then such waiver or
consent shall be effective only in the specific instance and for the specific purpose for which
given.

6.3 No failure on the part of the Agency to exercise, and no delay in exercising, any
right hereunder or under any other Loan Document shall operate as a waiver thereof, nor shall
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any single or partial exercise of any right preclude any other or further exercise thereof or the
exercise of any other right. The rights and remedies of the Agency provided herein and in the
other Loan Documents are cumulative and are in addition to, and not exclusive of, any rights or

. remedies provided by law, The rights of the Agency under any Loan Document against any
party thereto are not conditional or contingent on any attempt by the Agency to exercise any of
its rights under any other Loan Document against such party or against any other person or
collateral.

6.4  Any provision of this Indemnity that is prohibited or unenforceable in any
jurisdiction shall, as to such jurisdiction, be ineffective to the extent of such prohibition or
unenforceability without invalidating the remaining portions hereof and without affecting the
validity or enforceability of such provision in any other jurisdiction.

6.5  This Indemnity shall (a) be binding upon Borrower, and Borrower's successors
and assigns; and (b) inure, together with all rights and remedies of the Agency hereunder, to the
benefit of the Agency, its respective directors, officers, officials, employees, and agents, any
successors to the Agency's interest in the Property, any other person who acquires any portion of
the Property at a foreclosure sale or otherwise through the exercise of the Agency's rights and
remedies under the Loan Documents, any successors to any such person, and all directors,
officers, officials, employees, and agents of all of the aforementioned parties. Without limiting
the generality of clause (b) of the immediately preceding sentence, the Agency may, subject to,
and in accordance with, the provisions of the Loan Documents, assign or otherwise transfer all or
any portion of its rights and obligations under any other Loan Document, to any other person,
and such other person shall thereupon become vested with all of the rights and obligations in
respect thereof that were granted to the Agency herein or otherwise. None of the rights or
obligations of Borrower hereunder may be assigned or otherwise transferred without the prior
written consent of the Agency.

6.6  Borrower hereby (a) irrevocably submits to the jurisdiction of any California or
federal court sitting, in each instance, in San Diego County in any action or proceeding arising
out of or relating to this Indemnity, (b) waives any defense based on doctrines of venue or forum
non convenient or similar rules or doctrines, and (¢} irrevocably agrees that all claims in respect
of any such action or proceeding may be heard and determined in such California or federal
court. Borrower irrevocably consents to the service of any and all process which may be
required or permitted in any such action or proceeding to the address specified in the first
paragraph of this Indemnity, above. Borrower agrees that a final judgment in any such action or
proceeding shall be inclusive and may be enforced in any other jurisdiction by suit on the
judgment or in any other manner provided by law.

6.7 The title of this document and the captions used herein are inserted only as a
matter of convenience and for reference and shall in no way define, limit, or describe the scope
or the intent of this Indemnity or any of the provisions hereof.

6.8 This Indemnity shall be governed by, and construed and interpreted in accordance
with, the laws of the State of California applicable to contracts made and to be performed
therein, except to the extent that the laws of the United States preempt the laws of the State of
California.



6.9  This Indemnity may be executed in any number of counterparts, each of which
shall constitute an original and all of which together shall constitute one agreement.

IN_WITNESS WHEREOF, Borrower has duly executed this Indemnity as of the date first
set forth above. '

BORROWER

SYEP ASSOCIATES, a California limited
partnership.

By:  Las Palmas Foundation,
A California non-profit public benefit
corporation.

Its:  Managing General Partner.

Joseph M. Michaels
_ President
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Order Number: NCS-203127-1]
Page Humber: 8

LEGAL DESCRIPTION

Reai property in the City of San Diego, County of San Diego, State of California, described as
follows:

Parcel 1:

That portion of the Southwest Quarter of the Southeast Quarter of Section 35, Township 18
South, Range 2 West, Sar Bermnardino Meridian, in the Oty of San Diego, County of San Diego,
State of California, according to Official Piat thereof, being described as follows:

Beginning at the Northeast corner of the said Southwest Quarter of the Scutheast Quarter;
thence Southerly 530 feet along the Eastetly line of said Quarter Quarter Section 10 a point;
thence West 10 rods to & point on the Easterly iine of that Parcel of land described in Deed 1o
Sophia Stelzer, recorded March 3, 1916, in Book 703, Page 231, Deeds, San Diego County
Records; distant thereon 550 feet South of the Northeast corner thereof; thence Northerly 550
feet along said Easterly line {o the Northerly line of said Southwest Guarter of the Southeast
Quarter; thence East 10 rods along said Northerly line to the point of beginning.

Parcel 2:

That portion of the Southwest Quarter of the Southeast Quarter of Section 35, Township 18
South, Range 2 West, San Bernardino Meridian, in the City of San Diego, County of San Diego,
State of California, according to Official Plat thereof, being described as follows:

Commencing at the Northeast corner of the said Southwest Quarter of the Sputheast Quarter;
thence Southerly 550 feet along the Easterly line of said Quarter Quarter Section to the frue point
of beginning; thence West 10 rods 1o a point on the Easterly fine of that Parce! of land described
in Deed to Sophia Stelzer, recorded March 3, 1916, in Book 703, Page 231, Deeds, San Diego
County Records; distant thereon 550 feet South of the Northeast corner thereof; thence
Southerly along the East fine of said Stelzer's Land o the Northerly line of San Ysidro Bivd.
{formerly Tijuana Bivd.; thence Easterly and Southerly along the Northerly line of said San Ysidro
Bivd., 10 rods, more or less, to the East line of said Southwest Quarter of the Southeast Quarter
of Section 35; thence Northerly slong the East line of sald Southwest Quarter of the Southeast
Quarter of Section 35, to the true point, of beginning.

APN: 638-0B0-47-00 and 635-080-49-00

First American Title Insurance Company



ATTACHMENT NO. 13
UCC-1 Financing Statement
Collateral Description:

Al of the following described property located on the real property in the City of San
Diego, County of San Diego, State of California more particularly described in Exhibit “A”
attached hereto and by this reference made a part hereof, [Property].

All buildings, structures and improvements of every nature whatsoever now or hereafter
sitnated on the Property.

Together with the rents, issues and profits thereof; and together with all buildings and
improvements of every kind and description now or hereafter erected or placed thereon, and all
fixtures including, but not limited to, all gas and electric fixtures, engines and machinery,
radiators, heaters, furnaces, heating equipment, laundry equipment, steam and hot-water boilers,
stoves, ranges, elevators and motors, bathtubs, sinks, water closets, basins, pipes, faucets and
other plumbing and heating fixtures, mantles, cabinets, refrigerating plant and refrigerators,
whether mechanical or otherwise, cooking apparatus and appurtenances, and all shades, awnings,
screens, blinds and other furnishings, it being hereby agreed that all such fixtures and furnishings
shall to the extent permitted by law be deemed to be permanently affixed to and a part of the
realty.

Together with all building materials and equipment now or hereafter delivered to said
premises and intended to be installed therein.

Together with all plans, drawings, specifications, etc., and articles of personal property
now or hereafter attached to or used in and about the building or buildings now erected or
hereafter to be erected on the Property which are necessary to the completion and comfortable
use and occupancy of such building or buildings for the purposes for which they were or are to
be erected, including all other goods and chattels and personal property as are ever used or
furnished in operating a building, or the activities conducted therein, similar to the one herein
described and referred to, and all renewals or replacements thereof or articles in substitution
therefor, whether or not the same are, or shall be attached to said building or buildings in any
manner.

SYEP ASSOCIATES, a California limited
partnership.

By:  Las Palmas Foundation,
A California non-profit public benefit
corporation.

Its: Managing General Partner.

Dated: By:

Joseph M. Michaels
President



STATE OF CALIFORNIA )
} 8s.
COUNTY OF SAN DIEGO )

On , 20, before me, , personally
appeared , personally known to me (or proved to me on the basis of
satisfactory evidence) to be the person whose name is subscribed to the within instrument and
acknowledged to me that he executed-the same in his authorized capacity, and that by his
signature on the instrument the person, or the entity upon behalf of which the person acted,
executed the instrument.

WITNESS my hand and official seal.

Signature

STATE OF CALIFORNIA )
} ss.
COUNTY OF SAN DIEGO )

On , 20 ., before me, , personally
appeared , personally known to me {or proved to me on the basis of
satisfactory evidence) to be the person whose name is subscribed to the within instrument and
acknowledged to me that he executed the same in his authorized capacity, and that by his
signature on the instrument the person, or the entity upon behalf of which the person acted,
executed the instrument.

WITNESS my hand and official seal.

Signature




EXHIBIT “A”

LEGAL DESCRIPTION



Order Number: NC5-203127-L)
Page Number: 8

LEGAL DESCRIPTION

Real property in the City of San Diege, County of San Diego, State of California, described as »
follows:

Parcel 1:

That portion of the Southwest Quarter of the Southeast Quarter of Section 35, Township 18
South, Range 2 West, San Bernardino Meridian, in the City of San Diego, County of San Diego,
State of California, according to Cfficial Plat thereof, being described as follows:

Beginning at the Northeast corner of the said Southwest Quarter of the Southeast Quarter;
thence Southerly 550 feet along the Easterly line of said Quarter Quarter Section to a point;
thence West 10 rods to a point on the Easterly line of that Parcel of fand described in Deed to
Sophia Stelzer, recorded March 3, 1916, in Book 783, Page 231, Deeds, San Diego County
Records; distant thereon 550 feef South of the Northeast comer thereof; thence Northerly 550
feel along said Easterly ling to the Northerly line of said Southwest Quarter of the Southeast
Quarter; thence East 10 rods atong said Northerly line t the point of beginning.

Parcet 2:

That portion of the Southwest Quarter of the Southeast Quarter of Section 35, Township 18
Scuth, Range 2 West, San Bernarding Meridian, in the City of San Diggo, County of San Diego,
State of California, according to Official Plat thereof, being described as follows:

Commencding at the Northeast corner of the said Southwest Quarter of the Southeast Quarter;
thence Southerly 550 fest atang the Easterly line of said Quarter Quarker Section to the true point
of beginning; thence West 10 rods to a point on the Easterly line of that Parcel of land described
in Deed to Sophia Stelzer, recordet March 3, 1918, in Book 703, Page 231, Deeds, San Diego
County Records; distant thereon 550 feet South of the Northeast corner thereof: thence

Scutherly atong the East line of said Stetzer's Land to the Northerly line of San Ysidre Blvd,
{formerty Tijuana Bivd.; thence Easterly and Southerly afong the Northerly line of said San Ysidro
Blvd., 10 rods, more ar less, to the East fine of said Southwest Quarter of the Southeast Quarter
of Section 35, thence Northerly along the East line of said Southwest Quarter of the Southeast
Quarter of Section 35, to the true point of beginning.

APH. 63B8-080-47-00 and 638-080-49-00

First American Titte Insurance Company
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ATTACHMENT NO. 14
SUBORDINATION AGREEMENT

[Behind this page.]



OFFICIAL BUSINESS
Document entitled to free

recording per Government
Code Section 6103

Recording Requested by:
REDEVELOPMENT AGENCY OF THE
CITY OF SAN DIEGO

When Recorded Returr to:
[Construction Lender]

SPACE ABOVE THIS LINE FOR RECORDER'S USE
SUBORDINATION AGREEMENT

NOTICE: THIS SUBORDINATION AGREEMENT RESULTS IN YOUR SECURITY
INTEREST IN THE PROPERTY BECOMING SUBJECT TO AND OF LOWER PRIORITY
THAN THE LIEN OF SOME OTHER OR LATER SECURITY INSTRUMENT.

THIS SUBORDINATION AGREEMENT [Agreement] 1s made as of this day of
, 2007, by and between the REDEVELOPMENT AGENCY OF THE CITY OF
SAN DIEGQ, a public body, corporate and politic [Agency], SYEP ASSOCIATES, a California
limited partnership [Borrower] and [Construction Lender].

RECITALS

A Borrower is the owner of that certain real property [Property] located in the City of
San Diego, which is more particularly described in Exhibit "A" attached hereto and incorporated
herein by this reference.

B. Pursuant to the California Community Redevelopment Law, the Agency has
established a Low and Moderate Income Housing Fund and has deposited therein certain tax
revenues made available to the Agency exclusively for the purpose of increasing and improving the
community's supply of affordable low and moderate income housing {referred to in this Agreement
as the "Housing Funds"].

C. For the purpose of increasing the supply of housing in the City of San Diego that will

be affordable to Low Income households, Agency and Borrower have entered into that certain Owner

Subordination Agreement
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Participation Agreement, dated as of [Owner Participation Agreement], which
is a public document on file in the office of the Agency Secretary and which is incorporated herein
by this reference (any capitalized term that is not otherwise defined in this Agreement shall have the
meaning ascribed to such term in the Owner Participation Agreement), providing, among other
things, for a loan of Housing Funds to Borrower to provide a portion of the financing for the
acquisition of the Property and the construction of a 45 unit residential development, including 44
units to be rented exclusively to Low Income and Very Low Income persons.

D. Pursuant to the Owner Participation Agreement, among other things, the Agency has
made a loan to Borrower in the amount of $3,606,000 [Agency Loan]. The Agency Loan is
evidenced by a promissory note in the principal amount of the Agency Loan, dated on or about the
date hereof [ Agency Note], which is secured by the following, each of which is dated on or about
hercof: a Deed of Trust, Security Agreement and Fixture Filing [Agency Deed of Trust]; an
Assignment of Rents and Leases [ Assignment of Rents}; an Assignment of Agreements [Assignment
of Agreements], and a UCC-1 Financing Statement [UCC-17; referred to individually as an "Agency
Loan Document” and collectively as the "Agency Loan Documents”. In addition, in connection with
the Agency Loan, Agency and Borrower have executed and are recording in the Official Records of
San Diego County an Agreement Affecting Real Property. The Agreement Affecting Real Property
and the Agency Loan Documents shall be referred to collectively as the “Agency Documents”.

E. The Construction Lender will originate a first mortgage construction loan in the
approximate principal amount of $8,642,000, consistent with the Agency approved Project Budget
[Construction Loan]. The Construction Loan is evidenced by a promissory note in the amount of the
Construction Loan [Construction Eoan Note] and is secured by, among other things, a Deed of Trust
with Assignment of Leases and Rents, Security Agreement and Fixture Filing in favor of the
Construction Lender [Construction Loan Deed of Trust]. The Construction Loan Note and the
Construction Loan Deed of Trust and any other documents and instruments executed by Borrower in
connection with the Construction Loan are referred to collectively as the "Construction Loan
Documents”.

F. The Construction Loan Documents are being or have been executed, delivered and
recorded, as the case may be, prior to or concurrently with this Agreement.

G. The Agency and Construction Lender have agreed and required as a condition of
making their respective Loans that the order of priority of their respective liens be as follows: (1) the
Construction Loan Documents; and (2) the Agency Documents.

H. Agency is willing to specifically and unconditionally subordinate the Agency
Documents to achieve and maintain the order of priority listed in Recital G.

Subordination Agreement
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THEREFORE, in consideration of the mutual benefits accruing to the Lenders and other good
and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the
Agency and the Construction Lender hereby agree as follows:

L. The Construction Loan and the Construction L.oan Documents, together with any
advances by Construction Lender pursuant to the Construction Loan, shall at all times be prior and
superior to the liens or charges of the Agency Loan and the Agency Loan Documents.

2. The Agency Loan and the Agency Documents, together with any advances by the
Agency pursuant to the Agency Loan Documents, shall at all times be junior and are hereby
subordinated to the Construction Loan and the Construction Loan Documents,

3. The Construction Lender would not originate the Construction Loan, and the Agency
would not have made the Agency Loan, without this Subordination Agreement.

4. This Agreement shall be the whole and only agreement with regard to the priority and
subordination of the Construction Loan, the Construction Loan Documents and the Agency Loan and
the Agency Documents and shall supersede and cancel, but only insofar as would affect the priority
among the loans and documents referred to hereinabove, any prior agreements as to such
subordination including, but not limited to, those provisions, if any, contained in any of such loans
and documents which provide for the subordination of the lien or charge thereof to another loan or
loans, document or documents, deed or deeds of trust or fo a mortgage or mortgages.

5. Agency and Construction Lender declare, agree and acknowledge that:

(a) Agency consents to and approves (i) all provisions of the Construction Loan
Note and Construction Loan Deed of Trust; (i1} all agreements, including but not limited to reserve
agreements, loan agreements, development or escrow agreements, between Borrower and
Construction Lender for the origination, disbursement and servicing of the Construction Loan, which
prior to or concurrently herewith have been submitted to Agency; and

(b) Construction Lender consents to and approves all provisions of the Agency
Loan Documents described in the Recitals, above; and

(e) Agency intentionally and unconditionally waives, relinquishes and
subordinates the lien, charge or encumbrance of the Agency Documents in favor of the prior lien,
charge or encumbrance upon the Property and Improvements as referred to in this Agreement in
favor of the Construction Lender in the order of priority specified in this Agreement and understands
that in reliance upon, and in consideration of, this waiver, relinquishment and subordination, specific
loans and advances are being and will be made, and specific monetary and other obligations are

Subordination Agreement
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being and will be entered into which would not be made or entered into but for said reliance upon
this waiver, relinguishment and subordination.

6. Notwithstanding anything to the contrary contained in the Subordination Agreement,
the parties hereto hereby acknowledge that California Health and Safety Code Section 33334.2 et
seq., which is the applicable State Law governing the program pursuant to which the Agency is
authorized to make the Agency Loan, permits the Agency to subordinate the requirements contained
in the Agency Documents to the Construction Lender's lien only if the Agency obtains commitments
from the Construction Lender designed to provide the Agency with an opportunity to protect its
interests in the event of Borrower's default, as hereinafter set forth. Therefore, the Construction
Lender hereby agrees as follows:

(a) Upon the occurrence of an event of defanlt under the Construction Loan Deed
of Trust and other Construction Loan documents, Construction Lender shall promptly notify Agency
at the address set forth in the Agency Deed of Trust of the occurrence of such event of default, which

notification shall be provided to Agency within the time provided pursuant to California Civil Code
Section 2924b.(b)(1);

(b) The Agency shall have the right, during the cure periods which apply to the
Borrower pursuant to the Construction Loan Documents to cure Borrower's default relative to the
Construction Loan; and

{c) After a default on the Construction Loan Documents, but prior o a foreclosure
sale or deed in lieu assignment of the Property and/or the Improvements, the Agency shall have the
right to propose to Construction Lender, without any obligation on the part of Construction Lender to
accept, terms and conditions pursuant to which Construction Lender might agree to permit the
restrictions on rent and occupancy of the Property as set forth in the Agreement Affecting Real
Property to remain in effect following such foreclosure;

(d) After a default on the Construction Loan Documents, but prior to a foreclosure
sale or deed in lieu assignment of the Property and/or the Improvements, the Agency shall have the
right to take title to the Property and/or the Improvements and cure the default relative to the
Construction Loan Documents, without Construction Lender exercising any right it might otherwise
have to accelerate the Construction Loan by reason of such title transfer; and

(e) After a default on the Construction Loan Documents, but prior to a foreclosure
sale or deed in lieu assignment of the Property and the lmprovements, the Agency shall have the
right to purchase the Property and the Improvements from the Borrower and pay all amounts due and
owing under the Construction Loan Documents.

Subordination Agreement
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7. This Agreement may be executed in counterparts, each of which shall be an original
and all of which shall constitute one and the same instrument. The signature pages of one or more
counterpart copies may be removed from such counterpart copies and all attached to the same copy
of this Agreement, which, with all attached signature pages, shall be deemed to be an original
Agreement.

NOTICE: THIS SUBORDINATION AGREEMENT CONTAINS PROVISIONS WHICH
ALLOW THE PERSON OBLIGATED ON YOUR REAL PROPERTY SECURITY TO
OBTAIN LOANS WHICH MAY BE OF LOWER PRIORITY THAN THE LIEN OF SOME
OTHER OR LATER SECURITY INSTRUMENT AND WHICH MAY BE EXPENDED FOR
OTHER PURPOSES THAN IMPROVEMENT OF THE LAND.

IN WITNESS WHEREOQF, the parties executed this Agreement as of the day and year set
forth above.

REDEVELOPMENT AGENCY OF THE
CITY OF SAN DIEGO

By:

James T. Waring
Assistant Executive Director

APPROVED the form and legality of this Agreement
this day of ,2007.

Michael J. Aguirre
Agency General Counsel

By:

[SIGNATURES CONTINUE ON FOLLOWNG PAGE]
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BORROWER

SYEP ASSOCIATES, a California limited
partnership.

By:  Las Palmas Foundation,
A California non-profit public benefit
corporation.

Its: Managing General Partner.

By:
Joseph M. Michaels
President
[CONSTRUCTION LENDER]
By:

Subordination Agreement
Page 6 of 7



STATE OF CALIFORNIA

COUNTY OF
On before me, , a Notary Public,
personally appeared , personally known to me (or proved tome

on the basis of satisfactory evidence) to be the person(s) whose name(s) is/are subscribed to the
within instrument and acknowledged to me that he/she/they executed the same in his/her/their
authorized capacity(ies), and that by his/her/their signature(s) on the instrument the person(s), or the
entity upon behalf of which the person(s) acted, executed the instrument.

WITNESS my hand and official seal.

Signature

STATE OF CALIFORNIA

COUNTY OF
On before me, ., a4 Notary Public,
personally appeared , personally known to me (or proved to me

on the basis of satisfactory evidence) to be the person(s) whose name(s) is/are subscribed to the
within instrument and acknowledged to me that he/she/they executed the same in his/her/their
authorized capacity(ies), and that by his/her/their signature(s) on the instrument the person(s), or the
entity upon behalf of which the person(s) acted, executed the instrument.

WITNESS my hand and official seal.

Signature




STATE OF CALIFORNIA

COUNTY OF
On before me, , a Notary Public,
personally appeared , personally known to me (or proved to me

on the basis of satisfactory evidence) to be the person(s) whose name(s) is/are subscribed to the
within instrument and acknowledged to me that he/she/they executed the same in his/her/their
authorized capacity(ies), and that by his/her/their signature(s) on the instrument the person(s), or the
entity upon behalf of which the person(s) acted, executed the instrument.

WITNESS my hand and official seal.

Signature

STATE OF CALIFORNIA

COUNTY OF

On before me, . & Notary Public,
personally appeared , personally known to me (or proved to me

on the basis of satisfactory evidence) to be the person(s) whose name(s) is/are subscribed to the
within instrument and acknowledged to me that he/she/they executed the same in his/her/their
authorized capacity(ies), and that by his/her/their signature(s) on the instrument the person(s), or the
entity upon behalf of which the person(s) acted, executed the instrument.

WITNESS my hand and official seal.

Signature




EXHIBIT "A"
LEGAL DESCRIPTION

All that certain land situated in the State of California, County of San Diego, City of San Diego,
described as follows:

[BEHIND THIS PAGE]



Order Number: NCS-203127-0)
Page Number: 8

LEGAL DESCRIPTION

Real property in the City of San Diego, County of San Diego, State of California, described as
foliows:

Parcei 1;

That portion of the Southwest Quarter of the Southeast Quarier of Section 35, Township 18
South, Range 2 West, San Bernardino Meridian, in the City of San Diego, County of San Diego,
State of California, according to Official Plat thereof, being described as follows:

Beginning at the Northeast corner of the said Southwest Quarter of the Southeast Quarter;
thence Southerly 550 feet aiong the Easterly line of said Quarter Quarter Section to a point;
thence West 10 rods to a poinf on the Easteriy fine of that Parcel of [and described in Deed 1o
Sonhia Stelzer, recorded March 3, 1916, in Book 703, Page 231, Deeds, San Diego County
Records; distant thereon 550 feet South of the Northeast comer thereof; thence Northerdy 550
feet along said Easterly line to the Northerly line of said Southwest Quarter of the Southeast
Quarter; thence East 10 rods along said Nertherly line to the point of beginning.

Parcet 2:

That portion of the Southwest Quarter of the Southeast Quarter of Section 35, Township 18
South, Range 2 West, San Bermardino Meridian, in the City of San Diege, County of San Diego,
State of California, according to Official Plat thereof, being described as follows:

Commencing at the Northeast comner of the said Southwest Quarter of the Southeast Quarter;
thence Southerly 550 feet along the Easterly line of said Quarter Quatter Section to the true point
of beginning; thence West 10 rods to a point on the Easterly line of that Parcel of land described
in Deed to Sophia Stelzer, recorded March 3, 1916, in Book 703, Page 231, Deeds, San Diego
County Records; distant thereon 550 feet South of the Northeast comer thereof; thence

Southerly along the East line of said Stelzer's Land to the Northerly line of San Ysidro Blvd,
{formerly Tijuana Blvd.; thence Easterly and Southerly along the Northerly line of said San Ysidro -~
Bivd., 10 rods, more or less, to the East line of said Southwest Quarter of the Southeast Quarter
of Section 35; thence Northerly along the East iine of said Southwest Quarter of the Southeast
Quarter of Section 35, to the true point of beginning.

APN: 838-080-47-0C and 638-080-43-00

First American Title Insurance Company
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DISBURSEMENT AGREEMENT

THIS DISBURSEMENT AGREEMENT [Agreement] is entered into on this day
of , 200 _, by and between the REDEVELOPMENT AGENCY OF THE
CITY OF SAN DIEGO [Agency], [Construction Lender] and
SYEP ASSOCIATES, a California limited partnership [Borrower].

RECITALS

A. Agency and Borrower have heretofore entered into that certain Owner
Participation Agreement dated , 2007 [OPA], which is incorporated
herein by this reference, relating to that real property [Property] legally described in Attachment
No. 2 to the OPA and mcorporated herein by this reference. The OPA, the promissory Note
evidencing the Agency Loan (defined below), the Agency Deed of Trust securing the Agency
Loan, an Agreement Affecting Real Property dated on or about the date hereof, and other
instruments referred to in the OPA, are sometimes referred to collectively as the “Agency Loan
Documents”, and are incorporated herein by this reference.

B. In accordance with the OPA, Borrower intends to construct on the Property a
residential rental development consisting of forty-five (45) residential rental units, forty-four (44)
of which shall be rented exclusively to Very Low Income and Low Income households at an
Affordable Rent [Units], and one of which shall be used as the manager’s unit, and a
subterranean parking facility providing approximately one hundred seven (107) parking spaces,
and recreational amenities [Project], all as described in the Scope of Development attached as
Attachment No. 4 to the OPA and incorporated herein by this reference. The costs of the
acquisition of the Property and deveiopment and construction of the Project [Acquisition and
Development Costs or Costs] are set forth in the Project Budget approved by the Agency and the
Construction Lender as the final project budget, which is attached to this Agreement as Exhibit
“A” and incorporated herein by this reference [Project Budget]. The Project Budget shall be
subject to amendment from time-to-time, subject to the prior written approval by the
Construction Lender and the Agency Executive Director or designee and as provided in this
Agreement by the Construction Lender without the need for the Agency's consent, upon which
approval, the Project Budget shall be replaced by the approved revised Project Budget.

C. Pursuant to the OPA, Agency has agreed to make a Loan to Borrower [Agency
Loan], to be used to finance a portion of the Acquisition and Development Costs. The Agency
Loan is that Agency Residual Receipts Loan, in the original principal amount of §3,606,000,
evidenced by the Agency Residual Receipts Promissory Note and secured by the Agency Deed
of Trust.

D. Construction Lender and Borrower have entered into that certain Construction
Loan Agreement {Construction Loan Agreement], pursuant to which Construction Lender has
agreed to lend Borrower funds in the amount of approximately $8,642,000 [Construction Lender
Funds or Construction Loan] to finance a portion of the Acquisition and Development Costs.
The Construction Loan Agreement, the promissory note evidencing the Construction Loan, the
deed of trust securing the Construction Loan and other instruments referred to in the



Construction Loan Agreement are sometimes referred to collectively as the “Construction Loan
Documents.”

E. In addition to the Agency Loan and the Construction Lender Funds, Borrower
will provide certain additional funds [collectively referred to as Borrower's Funds] to pay the
portion of the Acquisition and Development Costs in excess of the sum of the Agency Loan and
the Construction Lender Funds. The Borrower's Funds consist of the following:

(1) Disbursement during the construction period of a portion of the capital
contributions of the Tax Credit Equity Investor of Borrower [Tax Credit
Equity Investor], as described in Borrower's Agreement of Limited
Partnership, dated as of {Partnership Agreement},
in the amount of $6,679,000, sometimes also referred to as the “Tax Credit
Proceeds™, increasing to $13,358,000 upon Completion and lease-up and
stabilized occupancy;

(2)  Although Borrower is entitled to a Developer Fee, Borrower has agreed to
defer receipt of a portion thereof in the amount of up to $340,000
[Deferred Developer Fee] to be paid, with interest at the minimum interest
rate allowed by the IRS, one hundred percent (100%) out of Residual
Receipts in its entirety before Residual Receipts are distributed to Agency
to pay against the Residual Receipts Loan;

(3) Borrower shall be responsible, during the construction period, to provide
additional funds in the amount of $1,100,000 (which may be paid at the
close of the Permanent Loan); and

(4 Borrower shall be responsible, during the construction period, to provide
funds if and as needed to pay for cost overruns and contingencies not
otherwise funded by other sources of construction financing, in
accordance with the requirements and procedures of the Construction
Loan Documents.

F. The Agency Loan, Construction Lender Funds and Borrower's Funds are referred
to herein collectively as the “Project Funds.” Agency and Construction Lender are-referred to
herein collectively as the “Lenders.” '

G. The Lenders and Borrower desire to enter into this Agreement solely to provide
for the disbursement of the Project Funds for approved Acquisition and Development Costs and
to provide for cooperation among the Lenders.

NOW, THEREFORE, the parties agree as follows:

1. Deposit and Use of Funds.

a. Borrower's Account. Except as otherwise provided by the Construction Lender,
Borrower shall deposit the Borrower's Funds into a fully segregated disbursement account held
by the Construction Lender, which shall be a money market account acceptable to the Borrower
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and Construction Lender and shall be pledged as security for the Construction Loan [Borrower's
Account].

b. Loan Balancing.

(i) In the event either of the Construction Lender or Agency determines, from
time-to-time, that the mathematically combined amounts of the Agency Loan, Construction Loan
proceeds, Borrower's Funds and cash commitments, as set forth in the attached Project Budget,
are insufficient to pay all Acquisition and Development Costs, including increased costs due to
change orders, cost overruns or otherwise, then, upon notice from the Agency or the
Construction Lender [Balancing Call], Borrower shall deposit into the Borrower's Account held
by the Construction Lender such additional Borrower's Funds as may be necessary to pay all
such obligations.

(i1) To the extent Borrower fails to deposit such additional Borrower's Funds into
the Borrower's Account, Construction Lender shall have the right (but not the obligation) to
exercise all rights and remedies under the Construction Loan Documents, including, without
limitation, to declare a default, to commence judicial and non-judicial foreclosure actions, to
seek the appointment of a receiver or to advance additional Construction Loan proceeds to pay
such additional Acquisition and Development Costs as Construction Lender may deem necessary
to protect its collateral and cure such a default. In this regard, subject to the Agency’s approval
and in accordance with the terms of the OPA, any such additional amounts advanced by
Construction Lender to pay such Acquisition and Development Costs may (to the extent such
Costs constitute Approved Costs, as hereinafter defined) be added to the stated loan amount of
the Construction Loan secured by the Construction Lender's deed of trust and shall be and
remain senior to the lien of the deed of trust securing the Note, all on the terms and conditions set
forth in any applicable subordination agreement.

(iii) To the extent funds from Borrower's Account or any other Borrower Funds
are used to pay such obligations, such funds shall be disbursed in accordance with the terms of
the Construction Loan Documents, prior to the disbursement of any of the proceeds of the
Agency Loan or the Construction Loan.

(iv} As used in this Agreement, the term “Approved Costs” shall mean all bard
and soft costs (and modifications thereto), which were approved by the Construction Lender and
the Agency, which are needed for completion of the Project in accordance with Plans and
Specifications for the Project which were approved by the Construction Lender and the Agency.

c. Amendments to Project Budget. Subiect to the terms and provisions of this
Agreement, the OPA and the Construction Loan Documents, any change order or Project Budget
amendment [collectively referred to as a Revision] shall require the approval of the Agency and
Construction Lender. The Agency shall be deemed to have approved any requested Revision
approved by the Construction Lender, if, within five (5) working days after receipt of the request,
Agency receives such explanation and/or back-up information as was received and relied upon
by the Construction Lender in connection with its approval of the Revision, and if the following
condition exists:




(1) To the extent the Revision is limited to a reallocation of budgeted funds among
Project Budget line items without any increase in the total Project Budget, (a) the
funds in the line item(s) to be reduced remain sufficient for completion of the
Project, and (b) the requested increase in one or more line item(s) is to be used to
pay Approved Costs.

d. Agency Loan. The Agency Loan proceeds shall be deposited and held by the
Agency as the Agency shall determine, to be disbursed as provided in this Agreement. The
Agency Loan proceeds are not pledged to the Construction Lender nor shall they constitute
security for the Construction Loan.

e. Construction Loan. The Construction Loan proceeds shall be deposited and held
by the Construction Lender as the Construction Lender shall determine, to be disbursed as
provided in the Construction Loan Agreement. The Construction Lender Funds are not pledged
to the Agency, nor shall they constitute security for the Agency Loan.

f. Disbursement Schedule. The Disbursement Schedule attached to this Agreement
as Exhibit “B” represents a good faith estimate of when the Project Funds will be disbursed to
pay Acquisition and Development Costs. The Construction Lender, the Agency and the
Borrower shall meet monthly, or more frequently as necessary, to update the Disbursement
Schedule throughout the construction period.

2. Use of Funds to Pay Costs.

a. Approved Costs. The Agency Loan proceeds, Construction Loan proceeds and
the Borrower's Funds shall be used exclusively for the payment of, or reimbursement for,
Approved Costs as shown in the Project Budget, as the same may be amended from time to time
with the written approval of the Construction Lender and the written approval of the Agency
(subject to paragraph b. of this Section 2, below), such payment of, or reimbursement for,
Acquisition and Development Costs, to be made only after the same have been incurred by the
Borrower with the one exception of a payment of not to exceed $2,635,000 from Agency Loan
proceeds into escrow as payment of the land acquisition costs for Borrower’s purchase of the
Property.

b. Budget Amendments: Construction Lender's Right to Disburse Funds without
Agency Approval. Notwithstanding any provision of this Agreement requiring approval by the
Agency of amendments to the Project Budget, the Construction Lender shall have the right,
without Agency approval, to disburse Borrower's Funds and Construction Lender Funds to pay
Approved Costs shown in an amendment to the Project Budget which the Agency has approved.

3. Draw Requests

a. Application for Payment. Disbursements of Project Funds shall be made upon
submission of a written itemized statement or draw request in a form that is mutually acceptable
to Construction Lender and Agency [ Application for Payment or Draw Request], subject to the
conditions set forth below. Prior to submitting any such Application for Payment to the
Construction Lender or Agency for approval, Borrower shall first obtain such approval of the
Tax Credit Equity Investor as may be required by applicable provisions of the Agreement of
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Limited Partnership, as may be amended. The term “disbursement” shall include, without
limitation, disbursement of Agency Loan proceeds, Borrower's Funds that have been delivered to
Construction Lender as “Borrower's Funds,” Borrower's prior expenditures of Borrower's Funds,
and Construction Lender Funds. Each Lender shall determine whether or not the conditions
precedent to its obligation to advance its loan have been satisfied or whether or not to waive any
condition precedent to its obligation to advance its loan which such Lender determines has not

‘been satisfied.

b. Order of Disbursement. Each Lender and Borrower shall disburse its respective

Project Funds in the order set forth below:

(1)

(2)
)

“

First, not to exceed $2,635,000 from Agency Loan proceeds into escrow
as payment of the land acquisition costs for Borrower’s purchase of the
Property.

Second, all of the Borrower’s Funds.

Third, all availabie Construction Loan and Agency Loan proceeds,
concurrently on a pro rata percentage basis, subject to the timing of
disbursements of the Agency Loan proceeds set forth below.
Disbursement of proceeds from the Construction Loan and Agency Loan
shall be subject to a hard cost retention [Retention] equal fo ten percent
(10%) of all hard costs.

Fourth, except to the extent the Agency and Construction Lender have
released Retention amounts prior to Completion (as provided in Section 5
of this Agreement), the respective amounts of Retention relating to the
Construction Loan and Agency Loan. Subject to any additional
requirements of the Construction Lender, and except as provided m
Section 3, the Retention shall be disbursed upon the last to occur of the
following: (i) issuance of a certificate of occupancy for the development
by the City of San Diego; (ii) recordation of a Notice of Completion; (iii)
the project architect certifies that the Improvements have been completed
in a good and workmanlike manner and in accordance with the approved
plans and specifications; (iv) any mechanic's liens that have been recorded
or stop notices that have been delivered to either the Agency or the
Construction Lender have been paid, settled or otherwise extinguished,
discharged, released, waived or bonded around, and the Agency and
Construction Lender have been provided satisfactory evidence of such
payment, settlement or discharge; and (v) the Agency issues its Release of
Construction Covenants pursuant to Section 324 of the OPA.
Notwithstanding the foregoing and notwithstanding the provision of any
other document, and except as provided in Section 5, (A) the Retention
shall not be disbursed until at least thirty-five (35) calendar days after the
Notice of Completion has been recorded, and (B) the Agency shall not
issue its Release of Construction Covenants until all other conditions for
the release of the Retention have been met.
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Retention shall not be withheld for those portions of a Draw Request that are not
allocated to hard costs. Further, notwithstanding the foregoing, out of the Agency Loan proceeds
remaining after acquisition of the Property, fifty percent (50%) of said proceeds will be available
for disbursement at commencement of construction; thirty percent (30%) of said proceeds will be
available for disbursement at fifty percent (50%) completion of construction, and ten percent
(10%) of said proceeds will be available for disbursement upon the issuance of a Notice of
Completion.

c. Contents of Application for Payment. Subject to the requirements of the
Construction Lender (which shall not, in any event, apply to the disbursement of Agency Loan
proceeds), each Application for Payment shall set forth:

() a description of the work performed, material supplied and/or Costs
incurred or due for which disbursement is requested with respect to any
Costs shown as a line item [Item] in the Project Budget;

(2) the total amount incurred, expended and/or due for each requested Item,
less prior disbursements; and

(3) the percentage of completion of the portion of the Work to be paid from
the Item. Agency hereby consents to the use of the form of Application
for Payment attached to the Construction Loan Agreement for draw
requests.

d. Delivery of Applications for Payment. Borrower shall deliver copies of each
Application for Payment concurrently to Construction Lender and Agency. Each Application for
Payment shall be subject to the approval of the Agency and Construction Lender, with respect to
their respective Loan, in accordance with this Agreement.

e. Documentation. Each Application for Payment shall be accompanied by the
following: any applicable change order(s) to the general contract; and copies of paid invoices and
unconditional lien releases for construction costs paid with the proceeds of the prior Application
for Payment (except for the first Application for Payment), and conditional {upon receipt of
payment) lien releases for construction costs to be paid with the proceeds of the instant
Application for Payment, which invoices and lien releases shall be considered a part of each
Application for Payment. Where Borrower is requesting Project Funds for Costs other than
general contract payments, Borrower shall attach to the Application for Payment mvoices or such
other appropriate documentation to evidence, document, justify and support the request, which
shall be an amount within the amount of the applicable line item in the Project Budget. Either
Agency or Construction Lender may require Borrower to separate lien waivers and hard cost
invoices from the other materials provided with Applications for Payment.

f. Submission to Agency. Immediately after each disbursement pursuant to any
Application for Payment, Construction Lender shall transmit to Agency a copy of Construction
Lender's inspection report or other documentation indicating the Construction Lender's
inspector's determination of the percentage of work complete pertaining to such Application for




Payment. No representation or warranty of Construction Lender is made or shall be implied with
respect to any matter shown in such inspection report or other documentation.

g. Statement of Previously Paid Costs. Prior to or concurrently with the execution of
this Agreement, Borrower shall prepare and submit to the Construction Lender and Agency a
statement of all Costs previously paid by Borrower with Borrower's Cash Equity, accompanied
by invoices or such other appropriate documentation to evidence, document, justify and support
the payment, which shall be an amount within the amount of the applicable line item in the
Project Budget. Expenditures previously made by Borrower and approved by the Agency and
Construction Lender pursuant to this paragraph g. shall be deemed disbursed pursuant to
paragraph b.{2) of this Section 3.

4, Approval of Draw Reqguests

a. General. Approval of each Draw Request shall be subject to satistaction of the
requirements of this Agreement and the respective Loan Documents.

b. Procedure. Each Lender shall, within fifteen (15) business days after receipt of an
Application for Payment containing all of the items described in Section 3, above, determine the
amount of the Application for Payment to be approved, notify Borrower, appropriate members of
the construction team and the other Lenders of such amount, and, if and as required pursuant to
paragraph b. of Section 3, above, disburse the approved amount. With respect to disbursements
of Agency Loan proceeds, with the exception of a payment not to exceed $2,635,000 from
Agency Loan proceeds into escrow as payment of the land acquisition costs for Borrower’s
purchase of the Property, Agency shall remit to Construction Lender, by check, the approved
amounts and Construction Lender shall promptly disburse such funds as provided in the
Application for Payment.

c. Disapprovals. Any item in an Application for Payment which is not specifically
approved within fifteen (15) business days shall be deemed disapproved. On the basis of the
progress of the work performed on the Project and the conditions precedent to making
disbursements contained in their respective agreements with Borrower, either Construction
Lender or Agency may disapprove all or part of a requested draw request. In the event either
Construction Lender or Agency disapprove any portion of the amount requested by Borrower in
an Application for Payment [disapproved amount], such Lender shall promptly notify the other
Lenders and the Borrower of the disapproved amount and the reason therefor. The disapproval
of any Lender of any amount requested in an Application for Payment is not binding on the other
Lender.

d. Concurrent Review of Applications for Paviment. In the event any item shall be
disapproved or deemed disapproved, the representatives of the Borrower and the Lenders shall
meet promptly and in good faith to attempt to resolve the matter to their mutual satisfaction. To
effectuate this paragraph, the Lenders shall review each Application for Payment concurrently,
and notify the other Lenders of its approval of such request as soon as possible. Each Lender
shall signify its approval of an Application for Payment by signing and transmitting to the other
Lenders a copy of the Application for Payment, by hard copy or facsimile transmission.




€. Disbursement of Undisputed Amounts. In the event of any dispute, the Lenders
and Borrower shall each disburse the amount of any Application for Payment not in dispute, and
fund any disputed amounts promptly upon resolution of the dispute. If Construction Lender
elects to fund any amount disputed by Agency, and the Agency, Borrower and Construction
Lender subsequently resolve such dispute so that the Agency agrees to fund the previously
disputed amount, the Agency shall so disburse its funds to reimburse the Construction Lender for
the amount the Construction Lender previously funded. Disputed amounts shall not be deducted
from the Lenders' respective Loan, but shall be available for disbursement for other approved
Costs in accordance with the Project Budget. The Lenders and the Borrower shall seek to
resolve any disputes promptly and in good faith,

f Disbursement by Construction Lender to Pay Disputed Amounts.
Notwithstanding any provision of this Agreement requiring approval by all Lenders of
disbursements to be made by any Lender, the Construction Lender shall have the right, without
Agency approval, to disburse Borrower's Funds and Construction Lender Funds to pay Approved
Costs as provided in an Application for Payment that is not approved by Agency, including Costs
to pay cost overruns. Subject to the Agency’s approval and in accordance with the terms of the
OPA, any such cost overruns paid by Construction Lender may (to the extent such costs
constitute Approved Costs, as hereinafter defined) be added to the stated loan amount of the
Construction Loan secured by the Construction Lender's deed of trust and shall be and remain
senior to the lien of the deed of trust securing the Note, all on the terms and conditions set forth
in any applicable subordination agreement.

g. Right to Condition Disbursements. The Agency and Construction Lender shall
have the right to condition any disbursement upon receipt and approval of such documentation,
evidence or information that such Lender may request, including, but not limited to, vouchers,
invoices, and architect's inspector's and/or engineer's periodic certifications of the percentage
and/or stage of construction that has been completed.

h. General Conditions Applicable to Disbursements. Disbursements shall be subject
to the following conditions:

(1) Disbursement of Agency Loan proceeds and Construction Loan proceeds
for “hard costs” shall be subject to a ten percent (10%) Retention.

(2) Construction Lender shall use the disbursement procedures set forth in the
Construction Loan Documents, Agency shall use the disbursement
procedures set forth in the Agency Loan Documents and this Agreement;
provided, however, none of the Lenders shall be obligated to disburse any
Project Funds until ali of the Lenders have approved, or shall be deemed
to have approved, all or a portion of the Application for Payment for the
funds to be disbursed; and

(3) The Lenders shall make disbursements of Project Funds: (a) to Borrower
for reimbursement of soft costs incurred and paid by Borrower and for
payment to third-party contractors, subcontractors or creditors of the
Project, as the case may be; or (b) to Construction Lender for financing
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costs, including without limitation, loan fees, interest and reimbursement
for Construction Lender's costs as set forth in the Construction Loan
Documents and included in the Project Budget. Notwithstanding the
foregoing, Agency and Construction Lender shall each have the right in its
sole discretion to make disbursements of Project Funds directly fo third
parties entitled to such payment.

5. Release of Retention Amounts Prior to Completion.

The Lenders shall have the right to do any of the following: (a) not withhold any
Retention from subcontractors in certain categories designated by Borrower; (b) release
Retention amounts relating to subcontractors in categories designated by Borrower prior to
Completion upon satisfaction of the following conditions as to such subcontract: (i) submission
to the Lenders of unconditional lien releases or waivers obtained by Borrower or Borrower's
agent; (i1) the project architect certifies that the work covered by such subcontract has been
completed in a good and workmanlike manner and in accordance with the approved plans and
specifications; and (iii) any mechanic's liens that have been recorded or stop notices that have
been delivered to either Agency or Construction Lender have been paid, settied, bonded around
or otherwise extinguished or discharged and both Lenders have been provided satisfactory
evidence of such payment, settlement, bond or discharge, including without limitation all
statutory waivers; or (¢) withhold Retention from subcontractors performing certain categories of
work designated by Borrower until fifty percent (50%) of that scope of work 1s completed, as
determined by the Construction Lender pursuant to the Construction Loan Agreement.

6. Approval of Final Draw Reguest

Subject to any additional conditions set forth in the Construction Loan Agreement (which
shall not, in any event, apply to any disbursement of Agency Loan proceeds), the final
contractor's invoice (representing any retention on the construction contract) shall be disbursed
to Borrower upon the submission by Borrower of documentation of the final cost of compieting
the Project, and the following [referred to as the Completion]: (a) issuance of a certificate of
occupancy for the Project by the City of San Diego, (b) recordation of a Notice of Completion,
(¢) submission to the Lenders of unconditional lien releases or waivers obtained by Borrower or
Borrower's agent, (d) the project architect certifies that the Project has been completed in a good
and workmanlike manner and in accordance with the approved plans and specifications, (e) any
mechanic's liens that have been recorded or stop notices that have been delivered to either
Agency or Construction Lender have been paid, settled, bonded around or otherwise
extinguished or discharged and the Lenders have been provided satisfactory evidence of such
payment, settlement, bond or discharge, including without limitation all statutory waivers, and (f)
the Agency issues its Release of Construction Covenants pursuant to Section 324 of the OPA.
Notwithstanding the foregoing and notwithstanding the provision of any other document, except
as provided in Section 5, above, the Retention shall not be disbursed until at least thirty-five (35)
calendar days after the Notice of Completion has been recorded.

7. Disbursement of Borrower's Funds and AHP Funds.




Construction Lender shall disburse all of the Borrower's Funds and AHP Funds to pay
Costs on the basis of Applications for Payment approved by the Construction Lender and the
Agency in accordance with this Agreement.

8. Allocation of Cost Savings

If, on the date of Completion, as defined in Section 6, above, the sum of all Project Funds
disbursed, plus any Retention amounts then owing to contractors and others, plus any unpaid
Costs set forth in the Project Budget which the Lenders agree are to be disbursed subsequent to
the Completion Date (such as, by way of example only and without limiting the generality of the
foregoing, Costs associated with funding final Tax Credit Equity Investor capital contributions,
and Costs for commercial tenant improvements) is less than $20,027,000 (the amount of such
savings being referred to herein as the “Cost Savings™)}, the following shall occur: (a) to the
extent of the Cost Savings, the Agency Retention then held by Agency shall be released to the
Agency as a reduction in the principal amount of the Agency Residual Receipts Loan; and (b)
each Lender's unfunded commitment shall terminate.

9. Inspection of the Project.

The Lenders shall have the right to inspect the Property during construction and agree to
deliver to each other copies of any inspection reports. Inspection of the Property shall be for the
sole purpose of protecting the respective security of the Lenders and is not to be construed as a
representation by such Lender that there has been compliance with plans or that the Property wili
be free of faulty materials or workmanship. The Borrower may make or cause to be made such
other independent imspections as the Borrower may desire for its own protection.

10. Supervision of Construction.

The Lenders shall be under no obligation to perform any of the construction or complete
the construction of the Improvements on the Property, or to supervise any construction on the
Property, and shall not be responsible for inadequate or deficient contractors, subcontractors,
materials, equipment or supplies. Neither the Agency nor Construction Lender is the agent for
the other or for Borrower, nor are they partners or joint venturers with each other or with
Borrower. Neither the Agency nor the Construction Lender shall have any fiduciary duty or
obligation to the other Lender.

11. Use of Agencv Loan Proceeds by Construction Lender or Assignee after Foreclosure.

The Agency and Construction Lender agree as follows:

a. Construction Lender or Assignee May Assume Agency Owner Participation
Agreement. In the event of (1) a default by Borrower under the terms of the OPA, which
remains uncured after notice to the Borrower pursuant to the OPA which results in the
termination of the OPA by the Agency, and/or (2) a foreclosure by the Construction Lender, or
conveyvance to Construction Lender by deed in lieu of foreclosure, the Construction Lender [and
the assignee of such Lender, referred to herein as the Assignee] shall have the right to assume the
rights and obligations of Borrower under the OPA, as if the OPA had not been terminated. The
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Construction Lender or Assignee, as the case may be, shall be referred to as the “Party in
Possession”.

b. Conditions to Continued Disbursement of Agency Loan. The Agency shall
continue to disburse the un-disbursed portion of the Agency Loan for the payment of Project
Costs as provided herein, upon and subject to: (a) the execution of an Assumption Agreement
acceptable to the Agency and the Party in Possession, pursuant to which the Party in Possession
agrees to construct and operate the Project in accordance with the terms and conditions of the
OPA, as the OPA may be further amended by mutual agreement of the Agency and the Party in
Possession; and (b) to the extent necessary, the execution or re-execution and recordation or re-
recordation, of the promissory Note evidencing the Agency Loan, the Agency Deed of Trust and
other instruments securing the Agency Loan and the Agreement Affecting Real Property,
provided, however, that nothing contained herein shall obligate the Party in Possession to cure
any default of Borrower under the Agency OPA which is not curable by the Party in Possession.

c. Procedure if Party in Possession Fails to Assume Agency Owner Participation
Agreement. In the event of a default by Borrower under the terms of the OPA, which remains
uncured after notice to the Borrower pursuant to the OPA, and/or results in the termination of the
OPA, by the Agency, or a default by Borrower under the Construction Loan Agreement,
pursuant to which Construction Lender elects to foreclose on its deed of trust, or accept a deed in
lieu of foreclosure, or otherwise become the owner of the Property, and the Agency and the Party
in Possession fail to enter into an Assumption Agreement as described in paragraph b. within
ninety (90) calendar days after such termination or foreclosure (or such later date as the Party in
Possession and the Agency may agree to in writing), either party may terminate this Agreement
by providing written notice of termination to the other party. Provided, however, that in the
event of a default by the Borrower under the OPA, which is also a default under the Construction
Lender Documents, the applicable cure periods set forth in the OPA, shall be stayed from the
time the foreclosing Lender provides notice to the Agency and during the period provided for the
Agency to cure the default. Upon termination of this Agreement, the Agency shall have no
further obligation to disburse any un-disbursed portion of the Agency Loan to the Borrower, the
Construction Lender or any other party, and the Construction Lender shall have no further
obligation to the Agency or any other person to disburse any un-disbursed portion of the
Construction Loan pursuant to this Agreement.

d. Reservation of Rights. Nothing contained herein shall be construed as restricting,
limiting, amending or modifying the rights of the parties in the OPA, or the Construction Loan
Agreement, as they relate to defaults or remedies, including, inter alia, the right of each party
under its respective security instruments to foreclose on the Property, or to seck recourse under
any guaranties.

i2. 1nfe,qrated Agreement.

This Agreement is made for the sole benefit and protection of the parties hereto and no
other person or persons shall have any right of action or right to rely hereon. As this Agreement
contains all the terms and conditions agreed upon between the parties, no other agreement
regarding the subject matter thereof shall be deemed to exist or bind any party unless in writing
and signed by the party to be charged. Notwithstanding the foregoing sentence or any other
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provision of this Agreement, this Agreement does not supersede and shall not be deemed to
amend any of the Construction Loan Documents or any of the Agency Loan Documents.

13. Termination of this Agreement.

This Agreement shall terminate when all of the Project Funds have been fully disbursed.

14. Counterparts.

This Agreement may be signed by each party on a separate signature page, and when the
executed signature pages are combined, shall constitute one single instrument with the same
effect as if all signatories had executed the same instrument.

15. Binding Effect.

This Agreement shall be binding on and inure to the benefit of the parties to this
Agreement and their heirs, personal representatives, successors, and assigns, except as otherwise
provided in this Agreement.

16. Governing Law.

This Agreement has been negotiated and entered in the State of California, and shall be
governed by, construed and enforced in accordance with the laws of the State of California,
applied to contracts made in California by California domiciliaries to be wholly performed in
California.

17. Titles and Captions.

Titles or captions contained herein are inserted as a matter of conveniences and for
reference, and in no way define, limit, extend or describe the scope of this Agreement or any
provision hereof.

18. Interpretation.

No provision in this Agreement is to be interpreted for or against either party because that
party or his/her legal representatives drafted such provision.

19. Waiver: Amendments.

No breach of any provision hereof may be waived unless m writing. Waiver of any one
breach of any provision hereof shall not be deemed to be a waiver of any other breach of the
same or any other provision hereof. This Agreement may be amended only by a written
agreement executed by the parties in interest at the time of the modification.

20. Further Assurances.

The parties hereto hereby agree to execute such other documents and to take such other
action as may be reasonably necessary to further the purposes of this Agreement.

-12-



21. Severance.

If any provision of this Agreement is determined by a court of competent jurisdiction to
be illegal, invalid or enforceable, such provision will be deemed to be severed and deleted from
the Agreement as a whole and neither such provision, nor its severance and deletion shall in any
way affect the validity of the remaining provisions of this Agreement.

22. Independent Advice of Counsel.

The parties hereto and each of them, represent and declare that in executing this
Agreement they rely solely upon their own judgment, belief and knowledge, and the advice and
recommendations of their own independently selected counsel, concerning the nature, extent and
duration of their rights and claims, and that they have not been influenced to any extent
whatsoever in executing the same by any of the parties hereto or by any person representing
them, or any of them.

23, Voluntary Agreement.

The parties hereto, and each of them, further represent and declare that they carefully
read this Agreement and know the contents thereof, and that they sign the same freely and
voluntarily.

24. Attorneys' Fees,

In the event of any dispute between the parties regarding this Agreement, the prevailing
party shall be entitled to recover costs and expenses, including but not limited to reasonable
attornevs' fees. '

IN WITNESS WHEREOF, the Agency, Construction Lender and the Borrower have
executed this Agreement as of the date set forth above.

AGENCY

REDEVELOPMENT AGENCY OF THE
CITY OF SAN DIEGO

By:

James T. Waring
Assistant Executive Director

BORROWER

SYEP ASSOCIATES, a California limited
partnership.

By:  lLas Palmas Foundation,
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A California non-profit public benefit
corporation.
Its: Managing General Partner.

By:

Joseph M. Michaels

President
CONSTRUCTION LENDER
By:

President
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Exhibit “A” To Disbursement Agreement

PROJECT BUDGET

[Final Project Budget to be attached]
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EL PEDREGAL FAMILY APARTMENTS PROJECT

SOURCES:
Construction Sources:

Construction Loan

Costs paid at Perm Loan Close
Low income Housing Tax Credit (LIHTC) - 9%
Agency Residual Receipts Loan

PERMANENT SOURCES:

Permanent Loan
LIHTC - 9%
Deferred Developer Fee

Affordable Housing Program’
Agency Residual Receipts Loan

USES:
Land:
Direct Costs:

Off-site Improvements
Demugiition
Remaediation
On-Sites/Landscaping
Parking

Shell Construction
FF&E/Amenifies
Contingency

Indirect Costs:

Architecture & Engineering
Permits and Fees

Legal & Accounting

Taxes & Insurance
Developer Fee
Marketing/lease-Up
Contingency

Financing Cosis:

Loan Fees
Interest During Construction
TCAC/Syndication Fees

Operating Lease-Up/Reserves

31-May-07

PROJECT BUDGET

$ 8,642,000
$ 1,100,000
$ 6,679,000
$ 3,606,000
$ 20,027,000
$ 2,723,000
$ 13,358,000
3 340,000
¥ 113,000
$ 3,493,000
$ 20,027,000
$ 2,635,000

3. -

§ 151,000

$ 204,000

$ 1,608,000

$ 2,280,000

$ 8,187,000

§ 60,000

$ 624,000 $ 13,114,000

$ 535,000

$ 1,229,000

$ 46,000

$ 55,000

$ 1,400,000

§ 54,000

§ 152,000 § 3,471.000

$ 220,000

5 414,000

3 75,000

3 98,000 & 807,000
$ 20,027,000

Agency funds will cover the shortfall in case AHP funds are not received in full.



Exhibit “B” to Disbursement Agreement

DISBURSEMENT SCHEDULE

[Disbursement Schedule to be attached, providing among other things that (1) not to exceed
$2,635.000 from Agency Loan proceeds will be available for disbursement into an escrow as
payment of the land acquisition costs for Borrower’s purchase of the Property; and (2) out of the
Agency Loan proceeds remaining after acquisition of the Property, fifty percent {50%) of said
proceeds will be available for disbursement at commencement of construction; thirty percent
(30%) of said proceeds will be available for disbursement at fifty percent (50%) completion of
construction, and ten percent {10%) of said proceeds will be available for disbursement upon the
issuance of a Notice of Completion]
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Exhibit “B” to Disbursement Agreement

DISBURSEMENT SCHEDULE

This schedule below is a draft of the disbursement schedule of Agency Loan funds
toward the Project. This schedule shall be modified by and between the Borrower,
Construction Lender, and Agency once the Construction Lender 1s selected, to include the
details of disbursement of the Borrower’s Funds and the Construction Lender Funds in
accordance with the OPA and Disbursement Agreement.

First Disbursement: $2.635,000 disbursed at Close, following acquisition of Tax
Credits and Construction Loan.

Second Disbursement: $485,500 at commencement of construction.

Third Disbursement: ~ $291,300 at 50% completion of construction.

Fourth Disbursement: $97,100 at end of construction - Notice of Completion.

Final Disbursement:  $97,100 remaining funds (Retention) disbursed at least thirty-
five (35) days after Project Completion and Acceptance.

Total Agency Loan Disbursements: $3,606,000
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L City’s Equal Opportunity Commitment. The City of San Diego (City) is strongly
committed to equal opportunity for employees, developers, contractors,
subcontractors, subconsultants and vendors/suppliers doing business with the City.
The City encourages its developers to share this commitment.

1L Demonstrated Commitment to Equal Opportunity. The City seeks to foster a
business climate of inclusion and to eliminate barriers to inclusion. Developers are
encouraged to take positive steps to diversify and expand their contractor,
subcontractor, subconsultant, and vendor/supplier solicitation base and to offer
contracting opportunities to these groups. To support its Equal Opportunity
Contracting commitment, the Developer is required fo submit with its development
proposal/application for Affordable Housing Program Funding (NOFA) a Letter of
Commitment which must contain the following:

A. Subcontracting Commitment Goal. Anticipated subcontracting
participation goal for utilization of Disadvantaged Business Enterprises
(DBE's) and underrepresented firms during the course of the project.

B. OQutreach Efforts. Network activities and outreach strategies intended to
be utilized to recruit, hire, train and promote a diverse workforce.

C. Community Activities. Listing of Developer’s current community
activities such as membership and participation i local organizations,
associations, scholarship programs, mentoring, apprenticeships,
internships, community projects, charitable contributions and similar
endeavors. '

I1I. Reporting Requirements.

A. Quarterly Update Report. Developer is required to submit quarterly reports detailing
and explaining efforts made to reach its stated commitment goal.

1. Due Date: Quarterly Update Report must be submitted every three months by the
30" day of the month.

B. Monthly Invoicing Report. Developer must list monthly dollar amounts invoiced and
paid by contractor to subcontractor, subconsultant and vendor/supplier.

C. Monthly Emplovment Report. Developer must have Contracter list each employee
working on the specific project by full name, social security number, gender, ethnic
category, craft and employee source. Developer is responsible for collecting and
submitting Monthly Employment Report from prime contractor and all subcontractors at
any level, working at the site. Contractors and all subcontractors must submit this report

Equal Opportunity Contracting (EOC) Developer Requirements {rev. 03/16/05]
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Iv.

monthly until their portion of work is complete. Reporting period is from first day of
calendar month through last day of calendar month and reflects total work hours
performed on this project.

1. Due Date: Monthly Invoicing Report and Monthly Employment Report must be
submitted by the 5™ day of the subsequent month.

D. Certified Payroll. If project is federally and/or state funded prevailing wages apply

and certified payrolls must be submitted weekly, bi-weekly or monthly.

During the course of the project, reports and certified payrolls must be submitted to the
EBOC Program Manager at 1200 Third Avenue, Suite 200, San Diego, CA 92101.

Nondiscrimination in Contracting Ordinance. All developers, contractors, and
consultants doing business with the City, and their subcontractors, subconsultants and
vendors/suppliers must comply with requirements of the City’s Nondiscrimination in
Contracting Ordinance, San Diego Municipal Code Sections 22.3501 through 22.3517.

A. Developers Proposal/Application to include Disclosure of Discrimination Complaints.

C.

As part of its proposal/application, Developer shall provide to the City a list of all
instances within the past ten (10) years where a complaint was filed or pending
against Developer in a legal or administrative proceeding alleging that Developer
discriminated against its employees, subcontractors, subconsultants and
vendors/suppliers, and a description of the status or resolution of that complaint,
including any remedial action taken.

Contract Language. The following language shall be included in contracts for City

projects between the Developer and any contractor, subcontractor, subconsultant and
vendor/supplier:

Developer shall not discriminate on the basis of race,
gender, religion, national origin, ethnicity, sexual
orientation, age, or disability in the solicitation,
selection, hiring, or treatment of subcontractors,
vendors, or suppliers. Developer shall provide equal
opportunity for subcontractors to participate in
subconsulting opportunities. Developer understands
and agrees that violation of this clause shall be
considered a material breach of the contract and may
result in contract termination, debarment, or other
sanctions.

Compliance Investigations. Upon the City’s request, Developer agrees to provide
to the City, within sixty (60) calendar days, a truthful and complete list of the
names of all subcontractors, subconsultants, vendors, and suppliers that Developer

Equal Opportunity Contracting (EOC) Developer Requirements [rev. 03/16/05]
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has used in the past five (5) vears on any of its contracts that were undertaken
within San Diego County, including the total dollar amount paid by Developer for
each subcontract or supply contract. Developer further agrees to fully cooperate
in any investigation conducted by the City pursuant to the City’s
Nondiscrimination in Contracting Ordinance, Municipal Code Sections 22.3501
through 22.3517. Developer understands and agrees that violation of this clause
shall be considered a material breach of the contract and may result in remedies
being ordered against the Developer up to and including contract termination,
debarment and other sanctions for violation of the provisions of the

Nondiscrimination in Contracting Ordinance. Developer further understands and
agrees that the procedures, remedies and sanctions provided for in the
Nondiscrimination in Contracting Ordinance apply only to violations of the
Ordinance.

V. Equal Employment Opportanity. Developers shall comply with requirements of San
Diego Ordinance No. 18173, Section 22.2701 through 22.2707, Equal Employment
Opportunity Outreach Program. Developers must submit with its proposal/application a
Work Force Report or an Equal Employment Opportunity (EEO) Plan to the Manager of
the City of San Diego Equal Opportunity Contracting for approval. All submittals must
be sent to 1200 Third Avenue, Suite 200, San Diego, CA 92101.

A. Work Force Report. If a Work Force Report (Attachment AA) is submitted, and
the Work Force Analysis reflects under representations when compared to County
Labor Force Availability data, Developer will be required to submit an Equal
Employment Opportunity Plan.

B. Equal Employment Opportunity Plan. If an Equal Employment Opportunity Plan
is submitted, it must include at least the following assurances that:

1. The Developer will maintain a working environment free of
discrimination harassment, intimidation and coercion at all sites and in all
facilities at which the Developer’s employees are assigned to work;

2. A responsible official is designated to monitor all employment related
activity to ensure the Developer’s EEO Policy is being carried out and to
submit reports relating to EEO provisions;

3. Developer disseminates and reviews its EEO Policy with all employees at
least once a vear, posts the policy statement and EEO posters on all
company bulletin boards and job sites, and documents every dissemination
review and posting with a written record to identify the time, place,
employees present, subject matter, and disposition of meetings;

Equal Opportunity Contracting {EOC} Developer Reguirements [rev, 03/16/05]
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10.

11.

12.

13.

14.

The Developer reviews, at [east annually, all supervisors’ adherence to and
performance under the EEO Policy and maintains written documentation
of these reviews; :

The Developer discusses its EEO Policy Statement with Subconsultants
with whom it anticipates doing business, includes the EEO Policy
Statement 1n its subcontracts, and provides such documentation to the City
upon request;

The Developer documents and maintains a record of all bid solicitations
and outreach efforts to and from subcontractors and subconsultants,
consultant associations, vendors/suppliers and other business associations;

The Developer disseminates its EEO Policy externally through various
media, including the media of people of color and women, in
advertisements to recruit, maintains files documenting these efforts, and
provides copies of these advertisements to the City upon request;

The Developer disseminates its EEO Policy to union and community
organizations;

The Developer provides immediate written notification to the City when
any union referral process has impeded the Developer’s efforts to maintain
its EEO Policy;

The Developer maintains a current list of recruitment sources, including
those outreaching to people of color and women, and provides written
notification of employment opportunities to these recruitment sources with
a record of the organizations’ responses;

The Developer maintains a current file of names, addresses and phone
numbers of each walk-in applicant, including people of color and women,
and referrals from unions, recruitment sources, or community
organizations with a description of the employment action taken;

The Developer encourages all present employees, including people of
color and women employees, to recruit others;

The Developer maintains all employment selection process information
with records of all tests and other selection criteria;

The Developer develops and maintains documentation for on-the-job
training opportunities and/or participates in training programs for all of its
emplovees, including people of color and women, and establishes
apprenticeship, trainee, and upgrade programs relevant to the Developer’s
employment needs;

Equal Opportunity Contracting (EQC) Developer Requirements [rev. 03/16/05]
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15. The Developer conducts, at least annually, an inventory and evaluation of
all employees for promotional opportunities and encourages all employees
to seek and prepare appropriately for such opportunities;

16. The Developer ensures the company’s working environment and activities
are non-segregated except for providing separate or single-user toilets and
necessary changing facilities to assure privacy between the sexes;

17.  The Developer establishes and documents policies and procedures to
ensure job classifications, work assignments, promotional tests,
recruitment and other personnel practices do not have a discriminatory
effect; and

18. The Developer is encouraged to participate in voluntary associations,
which assist in fulfilling one or more of its non-discrimination obligations.
The efforts of a consultant association, consultant/community professional
association, foundation or other similar group of which the Developeris a
member will be considered as being part of fulfilling these obligations,
provided the Developer actively participates.

VI.  List of Subcontractors. Developers are required to submit a Subcontractors List for
their Prime Contractor at the start of the project. As subcontractors are added to the
project, the Developer is required to notify EOC by submitting an updated
Subcontractors List within five (5) days of addition of subcontractor to the project.

A. Subcontractors List. The Subcontractors List (Attachment EOCP-7) shall indicate
the name and address, scope of work, doliar amount and percent of total proposed
subcontract amount, certification status and where certified for each proposed
subcontractor.

1. Subcontractors must be named on the Subcontractors List if they receive more
than one-half of one percent (0.5%) of the Developer’s fee.

VII. Certification.

A. The City of San Diego is a signatory to a Memorandum of Agreement (MOA) in the
statewide California Unified Certification Program, and therefore has adopted a
policy regarding certification of DBE firms. Pursuant to the MOA, a DBE can be
certified by any participating government agency in the State of California.

B. The City will accept a current certification by the State of California Department of
Transportation (CALTRANS) or any other participating government agency in the
State of California as an MBE or WBE: or

C. The Cirty will accept current DVBE certification granted by the State of California’s
Department of General Services, Office of Small and Minority Business,
(916) 322-5060.

Equal Opportunity Contracting (EOC) Developer Requirements [rev. 03/16/05]
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VIH. Definitions.

IX.

Certified “Minority Business Enterprise” (MBE) means a business which is at least fifty-
one percent (51%) owned by African Americans, American Indians, Asians, Filipinos, and/or

Latinos and whose management and daily operation is controlled by one or more members of
the identified ethnic groups. In the case of a publicly-owned business, at least fifty-one
percent (51%) of the stock must be owned by, and the business operated by, one or more
members of the identified ethnic groups.

Certified “Women Business Enterprise” (WBE) means a business which is at least fifty
one percent (51%) owned by one or more women and whose management and daily
operation is controlled by the qualifying party(ies). In the case of a publicly-owned business,
at least fifty-one percent (51%) of the stock must be owned by, and the business operated by,
one or more women.

Certified “Disadvantaged Business Enterprise” (DBE) means a business which 1s at least
fifty-one percent (51%) owned and operated by one or more socially and economically
disadvantaged individuals and whose management and daily operation is controlled by the
qualifying party(ies). In the case of a publicly-owned business, at least fifty-one percent
(51%) of the stock must be owned by, and the business operated by, socially and
economically disadvantaged individuals.

Certified “Disabled Veteran Business Enterprise” (DVBE) means a business which 1s at
least fifty-one percent (51%) owned by one or more veterans with a service related disability
and whose management and daily operation is controlled by the qualifying party(ies).

“QOther Business Enterprise” (OBE) means any business which does not otherwise qualify
as Minority, Woman, Disadvantaged or Disabled Veteran Business Enterprise.

List of Attachments.

EOC-7- Subcontractors List

EOC -8 Subconsultants List

FOC -AA (1-3) — Work Force Report

EOC-BB — Developer Monthly Invoicing Report
EOC-CC-Monthly Employment Report

Equal Opportunity Contracting (EOC) Developer Requirements [rev. 03/16/05]
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SUBCONTRACTORS LIST
INFORMATION REGARDING SUBCONTRACTOR PARTICIPATION:

1. Subcontractor’s List shall include name and complete address of all Subcontractors who
will receive more than one half of one percent (0.5%) of the Developer’s fee.

2. Developer shall also submit subcontractor commitment letters on subcontractor’s
letterhead, no more than one page each, from subcontractors listed below to acknowledge
their commitment to the team, scope of work, and percent of participation in the project.

3. Subcontractors shall be used for scope of work listed. No changes to this Subcontractors
List will be allowed without prior written City approval.

*For information only. As appropriate, Developer shall identify Subcontractors as:

Certified Minority Business Enterprise MBE

Certified Woman Business Enterprise WBE

Certified Disadvantaged Business Enterprise DBE

Certified Disabled Veteran Business Enterprise DVBE

Other Business Enterprise OBE

*2For information only. As appropriate, Developer shall indicate if Subcontractor is certified by:

City of San Diego CITY

State of California Department of Transportation CALTRANS

FEqual Opportunity Contracting (EOC) Developer Requirements [rev. 03/16/05]
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SUBCONSULTANTS LIST

INFORMATION REGARDING SUBCONSULTANTS PARTICIPATION:

4, Subconsultant’s List shall include name and complete address of all Subconsultants who
will receive more than one half of one percent (0.5%) of the Prime Consultant’s fee.

5. Developer shall also submit Subconsultant commitment letters on Subconsultant’s
letterhead, no more than one page each, from Subconsultants listed below to
acknowledge their commitment to the team, scope of work, and percent of participation
in the project.

6. Subconsultants shall be used for scope of work listed. No changes to this Subconsultants List
will be allowed without prior written City approval.

*For information only. As appropriate, Developer shall identify Subconsultants as:

Certified Minority Business Enterprise MBE
Certified Woman Business Enterprise WBE
Certified Disadvantaged Business Enterprise DBE
Certified Disabled Veteran Business Enterprise DVBE
Other Business Enterprise OBE
**For information only. As appropriate, Developer shall indicate if Subconsultant is certified by:
City of San Diego CITY
State of California Department of Transportation CALTRANS
City of San Diego CITY
State of California Department of Transportation CALTRANS

Equal Opportunity Contracting (EQC) Developer Requirements frev. 03/16/05]
8



THE cITY OF SAN DIEGO

EQUAL OPPORTUNITY CONTRACTING
1200 THIRD AVENUE, SUITE 200

SAN DIEGO, CA 92101

PHONE (619} 236-6000 « FAX (619} 235-3209

WORK FORCE REPORT

The cbjective of the Equal Employment Opportunity is to ensure that contractors doing business with the City, or receiving funds
from the City, will not engage in unlawful discriminatory employment practices prohibited by State and Federal law. Such
employment practices inchude, but are not limited to the following: employment, promotion or upgrading, demotion or transfer,
reécruitment or recruitment advertising, layoff or termination, rate of pay or other forms of compensation and selection for training,
including apprenticeship.

NO OTHER FORMS WILL BE ACCEPTED
CONTRACTOR IDENTIFICATION

Type of Contractor: o Construction 0 Vendor/Supplier 0 Financial Institution o Lessee/Lessor
g Consultant o Grant Recipient 0 Insurance Company 0 Other

Name of Company:

ADA/DBA:

Address (Corporate Headquarters, where applicable):

City County State Zip
Telephone Number: { ) - FaxNumber: ( )__ -

Name of Company CEO:

Address(es), phone and fax number(s) of company facilities located in San Diego County (if different from above):
Address:

City County State Zip
Telephone Number: () - Fax Number: { ) _ -
Type of Business: Type of License:

The Company has appointed:

As its Equal Employment Opportunity Officer (EEOQ). The EEOO has been given authority to establish, disseminate and enforce
equal employment and affirmative action policies of this company. The EEOO may be contacted at:
Address:

Telephone Number: { ) - Fax Number: { ) -
For Firm’s: 11 San Diego Work Force and/or o Managing Office Work Force
1. the undersigned representative of
(Firm Name)
(County) (State)
hereby certify that information provided herein is true and ¢orrect. This document was executed on this day of , 20
{Authorized Signature} {Print Authorized Signature Name)

Equal Opportunity Contracting (FOC) Developer Requirements [Rev 3/16/05]

EOC-AA
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WORK FORCE REPORT - Page 2

NAME OF FIRM: DATE:

INSTRUCTIONS: For each occupational category, indicate number of males and females in every ethnic group. Total columns in
row provided. Sum of all totals should be equal to your total work force. Include all those employed by your company on either a full

or part-time basis. The following groups are to be included in ethnic categories listed in columns below:
W

(1} African-American, Black (53 Filipino

{2) Latino, Hispanic, Mexican-American, Puertc Rican  (6) Caucasian

{3 Astan, Pacific Islander (7) Other ethnicity; not falling into other groups
4) American Indian, Eskimo

3 T
Asian

(6}
Caucastan

: Yo
dOther o
Ethnicities”

QCCUPATIONAL CATEGORY

H MY E

® o e

Executive, Administrative, Managerial

@ Lo ® | o

'
i
T
|
|
|
'
'
'
'

Engineers/Architects

Technicians and Related Support

1
!

:

:

:

'

;
Professional Speciaity :
|

|

|

'

.

|

Sales

Adminisirative Support/Clerical

Services

Precision Production, Craft and Repair :

Machine Operators, Assemblers,
Inspectors

Transportation and Material Moving

Handlers, Equipment Cleaners, Helpers :
and Non-construction Laborers* X ;

*(ongtrizction laborers and other field employees are not o be included on fhis page

TOTALS EACH COLUMN : : o

GRAND TOTAL ALL EMPLOYEES

INDICATE BY GENDER AND ETHNICITY THE NUMBER OF ABOVE EMPLGYEES WHO ARE DISABLED:

T
' 1 i '
1 P 1 ' ' €
L v 1
: ' i

DISABLED !

NON-PROFIT ORGANIZATIONS ONLY:

BOARD OF DIRECTORS

VOLUNTEERS

ARTISTS :

Equal Opportunity Coniracting (EOC) Developer Requirements [Rev 3/16/05]

EOC-AA
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WORK FORCE REPORT - Page 3

NAME OF FIRM: DATE:

INSTRUCTIONS; For each occupational category, indicate number of males and females in every ethnic group. Total columns in
row provided. Sum of all totals should be equal to your tota] work force. Include all those employed by your company on either a full
or part-time basis. The following groups are to be included in ethnic categories listed in columns below:

(1 African-American, Black (5 Filipino

23 Latino, Hispanic, Mexican-American, Puerto Rican (6) Caucasian

{3 Astian, Pacific Islander (N Other ethnicity; not falling into other groups
{4) American Indian, Eskimo

OCCUPATIONAL CATEGORY Lo ®) Sy

Africas i Caucasian ‘Other:
American Ethnicities -
My F)

Carpenter

(MY R v

Drywall Instailer

Electrician

Elevator Installers

Finishers, Concrete or Terrazzo

i
'
i
|
|
|
|
T
'
v
1
'
|
'
|
'
0
t
¢
|
|
|

:
‘
|
(laziers |
:
|

Helpers, Construciion Trade

Ironworkers, Structurat Metal Workers .

Laborers

t
|
|
v
'
'
T
1
|
|
'
T
'
'

Mi-]iwrights :

Masons, Bricklayers

Tiie setiers

Ciperators

Painters

Pipe {itter, Piumbers

Plasterers

Roofers

Security, Protective Services

Sheet Metal, Duct Installers

Welders, Cutters :

TOTALS EACH COLUMN i .

GRAND TOTAL ALL EMPLOYEES
INDICATE BY GENDER AND ETHNICITY THE NUMBER OF ABOVE EMPLOYEES WHO ARE DISABLED:

DISABLED : ! ’ 5 : :

Bgual Opportunity Contracting (EQC} Developer Requirements [Rev 3/16/03]

EOC-AA
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MONTHLY EMPLOYMENT REPORT

Centractor: Employer 1.D. Number:
Proiect Title: Work Order Number:
Reporting Period:  From: To: . NOFA Project No:
R S o Number ot
. Empioyee I,jxst . I}ﬁfﬁg : t:nic__:. f;’r‘ffjd
e, First Name Middle Initiat al Seemnity #1000 Synibol:
1
2
3
4
5
6
7
8
9
o
i1
12
13
14
15
16
17
18
& Ethmc;SymboE Empiovee Source
Black. African American BL Apprenticeship Program A
Mexican American, Hispanic, Latino, Puerio Rican MA Emplovment Agency E
Native American, American [ndian, Eskimo NA Traming Program T
Asian, Pacific lslander AP Union Hiring Hall U
Filipino Il Other 8]
Caucasian CA
{Other Ethaicity (not defined above) OTH
I certify under penalty of perjury that the foregoing information is true and correct:
Aunthorized Signature Printed Name / Title Date Prepared

Bqual Opportunity Contracting {EOC) Construction Requirements [Rev 3/16/G5]
ROGC-CC



10.

11.

ATTACHMENT NO. 17

CHECK LIST FOR UNIVERSAL DESIGN FEATURES

Stepless front entrance or other primary entrance.

Stacked closets for elevator lift space (the center floor would be framed to allow
for the shared ceiling/floor to be knocked out for future elevator); or a bedroom
on first floor.

Full bath on first floor.

(a) Clear floor space in bathroom and kitchen to provide a 60” turning circle or a
307 x 48" parallel use/work space in front of each fixture or apphiance;

(b) 48” clear floor space in front of toilet and parallel to bathtub; and
(¢) 36” clear width for toilet fixture.

Wall framing reinforcement around toilet and bath fixtures to allow for the future
installation of a grab bar feature.

36” wide exterior door(s) and 34” interior passage doors on the ground floor.
Include 30" x 48” space clear of any door swing,

40” wide hall width.

Space for adaptable kitchen cabinets to allow for 48” clear width, clear space
below sink, cabinets below counter.

30” wide accessible counter work space at 34” usable height; or two (2) bread
boards permanently installed at 34” height in kitchen.

Light switches, electrical receptacles, and environmental controls at an accessible
height.

Accessible route of travel connecting the kitchen, bathroom, and other primary
function space on the ground floor.



Attachment 2
Site Map
[Behind this Page]



HIIS LoHIGEd

S LNAWLIY IV AV A

TVOHIJEd
TH

By

|
L

%
.\m




Attachment 3
Site Plan
[Behind this Page]
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Attachment 4
Basic Concept Drawings
[Behind this Page]



Sjuswuedy Ajlwe4 jebaipad |3

H
b

v&\\%m.\.&»

g




i
;

oo

TYVODHHEAEEd T

SINIFWIHVIY

[L3TA VO 0OS A Vo

VYT MY, PSS TSRO 'Bledoms eV AT ondocm v, ST2 ]

Onrerts & ey
b

d¥1 ' SLOBLIHOMY
puUBWBISOW + 19(] Sidem

iR s A

Dd B ARG

NOLLVAZ TS 155M "IVLiHYd —

vomamd |

-
! 1

| % /

1

BRI

e

NOEVATTTH 10560 TWUHYYd -V DNTE ¢

FOGR - 3005 VNI OIS T CovioRen (@

AEHM ERAGG. KDSNH O W G - 17Sv Taa {5
TH
S T S Sl [

ROUYAFH HO CELON S WIDD B3OSR0 InlveoEd (B

SHPLYATTS N0 IO B 2700 TRATID CGOH iy ATEL Ticeae? (7]

X NI T WOl LT A2 {L]

Erba 2V ORIK LA {7]

£ sl MNOG, SPEG Wik S TIM HIMAERS - ERIOUME MOM WO 61 (]

3B SEIRD0, GIE3 HER SHYITIM NAAES - Rl Hv0d 5 [7)
QY LT ST MG SHLTIM NS - OBl d6vd 24 [€]
WHHYD SHIEMOT, OZQC Mis SHivITTM BAGEIS - HINE WALSY 1 0 m#

SRR G U5e G| TIM NAeS « HEIN WSV 0 [T

e L 3 60

]

[
+] E
{30

e A

YONOHEE ¥

SALONLTA NOILY AT




Attachment 5

Project Budget
[Behind this Page]



EL PEDREGAL FAMILY APARTMENTS PROJECT

SOURCES:
Construction Sources:
Construction Loan

Costs paid at Perm Loan Close

PROJECT BUDGET

31-May-07

Low Income Housing Tax Credif (LIHTC) - 2%
Agency Residual Receipts L.oan

PERMANENT SQURCES:
Fermanent Loan
LIHTC - 9%

Deferred Developer Fee
Affordable Housing Program’

Agency Residual Receipis Loan

USES:
Land:
Direct Costs:

- Off-site Improvements
Demolition
Remediation
On-Sites/l.andscaping
Parking
Shell Construction
FF&E/Amenities
Contingency

Indirect Costs:

Architecture & Engineering

Permits and Fees
Legal & Accounting
Taxes & Insurance
Developer Fee
Marketing/Lease-Up
Coniingency

Financing Costs:
Loan Fees

Interest During Construction
TCAC/Syndication Fees
Operating Lease-Up/Reserves

7 oY B3 LA & o7 o9

9 O OB R A P

£ LA Y N

151,000
204,000
1,608,000
2,280,000

8,187,000

60,000

624.000

535.000
1,229,000
46,000
55,000
1,400,000
54,000

152,000

220,000
414,000
75,000
98,000

8,642,000
1,100,000

3,606,000

$
$
$ 6,679,000
$
$

20,027,000

$ 2,723,000
$ 13,358,000
§ 340,000

113,000
3,493,000

IHEA A

20,027,000

$ 2,635,000

$ 13,114,000

§ 3,471,000

$ 807,000

$ 20,027,000

(1) Agency funds will cover the shortfall in case AMP funds are not received in full.



Attachment 6
Findings of Benefit
[Behind this Page]



Findings of Benefit Summary — Naval Training Center Redevelopment Project Area

El Pedregal Family Apartments

It is proposed that funds from the Naval Training Center Low and Moderate Income Housing
Fund (Housing Funds) be used outside of the Naval Training Center Redevelopment Project
Area (Project Area) to assist in the development of a 45 unit affordable housing project called the
El Pedregal Family Apartments Project (the Project). The Project site is located at 104 Averil
Road, within the San Ysidro Redevelopment Project Area. The Project would provide two-,
three, and four-bedroom units at rents affordable to families earning between 30% and 60% of
the Area Median Income. The use of the Housing Fund for this Project will be of benefit to the
Project Area, in that:

e The use of Housing Funds for the Project will enable the Redevelopment Agency to
increase and improve the supply of very low and low income housing within the city of
San Diego.

o Credit for the production of affordable units is given annually to agencies by the
California Housing and Community Development Department, in accordance with State
Law. If tax increment funds are used for the development of affordable units outside of
the source project area, a maximum of one-half credit for every unit produced may be
awarded to the source project area. Because of completed, current and planned
redevelopment of the Project Area, there is no viable land area that is available for
development of very low, low and moderate income housing at NTC. The benefit to the
Project Area is the potential to have a maximum credit of 22 units for funding affordable
housing outside of the Project Area,

¢ The use of the Housing Funds for the proposed Project will assist in the development of a
total of 44 affordable units, with 44 of the units to be made affordable for tenants earning
30% of the Area Median Income, 5 of the units to be made affordable for tenants earning
no more than 40% of the Area Median Income, 22 of the units to be made affordable for
tenants earning no more than 50% of Area Median Income and 12 of the units to be made
affordable for tenants earning no more than 60% of the Area Median Income.

e The Project will be developed within walking distance of public transportation which can
benefit employees (ie service industry employees) that work in the Project Area.
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Mitigated Negative Declaration

jiin

o e ! LR
Land Development
Review Division _ Project No. 106926
(618) 446-5460 _  SCH No. Perdine-2007041131

SUBJECT: E! Pedregal Apartments: Site Development Permit (SDP) for Affordable Housing

Density Bonus for construction of 44 for rent residential units with one manager’s
unit for a total living area of approximately 56,800-square-feet; a subterranean
parking garage, and a 1,206-square-foot community center on a 2.26-acre site. The
project site is located at 104 Averil Road in the RM-1-1 Zone within the San Ysidro
Community Planning Area of the City of San Diego, County of San Diego, State of
California (APN 638-080-47 and 49). Applicant: Global Premier Development

I.  PROJECT DESCRIPTION: See attached Initial Study.

II. ENVIRONMENTAL SETTING: See attached Initial Study.
DETERMINATION:
The City of San Diego has conducted an Initial Study and determined that the proposed
project could have a significant environmental effect in the following area: Biological
Resources, Historical Resources (Archaeology), and Paleontology. Subsequent revisions in
the project proposal create the specific mitigation identified in Section V of this Mitigated
Negative Declaration {MIND}. The project as revised now avoids or mitigates the
potentially significant environmental effects previcusly identified, and the preparation of an
Environmental Impact Report will not be required.

V. DOCUMENTATION:

" The attached Initial Study documents the reasons to support the above Determination.

V. MITIGATION, MONITORING AND REPORTING PROGRAM:

General

GENERAL MEASURES MUST BE COMPLETED PRIOR TO AUTHORIZATION TO

PROCEED:

1. Priorto issuance of the grading permit or commencement of any construction related activity

on-site, the Assistant Deputy Director (ADD) (a.k.a. Environmental Review Manager
(ERM)) of the City’s Land Development Review Division (I.DR) shall review and approve
contract documents, plans, and specifications to insure that Mitigation, Monitoring and
Reporting Program (MMRPs) Requirements are included verbatim on the above documents
under the heading, “Environmental Requirements”. If a coversheet and index are provided,
the index shall include “Environmental Requirements” and the sheet/page they are found on

verbatim.



2. Project No. 106926:is subject to a Mitigation Monitoring and Reporting Program.

The following requirement shail also appear with the “Environmental Requirements”.
“Proiect grading (and construction where applicable) is conditioned to include the
monitoring of a qualified biologist and qualified archaeologist. The project shall conform to
the mitigation conditions as contained in the environmental document (PTS No. 106926 and
as included in this Section VI. The measures may not be reduced or changed but may be
annotated (i.e. to explain when and how compliance was met and location of verifying
proof, etc). Additional clarifying information may also be added to other reievant plan
sheets as appropriate (i.e. specific locations/times of monitoring, etc.).

3. The owner/permittee shall make arrangements to schedule a pre-construction meeting to
ensure impiementation of the MMRP. The meeting shall include the Resident Engineer, the
Project Biologist, Archaeologist and Paleontologist, and a City’s Mitigation Monitoring
Coordination (MMC) Section Representative.

BIOLOGICAL RESOQURCES

4. Additional Mitigation for Potential Impacts to Sensitive Birds other than CA Gnatcatchers
(i.e. Burrowing Owls) '

Prior 1o the Issuance of Grading Permits

A. Prior to issuance of grading permits a qualified biologist shall determine the presence or
absence of occupied burrows within the project site or area adjacent which could be impacted,
with written results submitted to the Assistant Deputy Director (ADD) of Land Development
Review Division (I.DR). If active nests of sensitive species are detected, the report shall include
mitigation to the satisfaction of EAS and/or the USFWS and CDFG as described below.

Prior to Start of Construction

5. If active sensitive bird burrows/nests are identified during the pre-grading survey, or are
otherwise noted during the week grading is to commence (see Item 6 below), and project
construction has the potential to impact the burrows/nests, the biologist in consultation with
USFWS/CDFG and EAS staff shall determine an appropriate mitigation program (1.e.
translocation, buffer, or other). If buffer areas are used, they must be identified and flagged and
be free from grading or construction activity.

6. These restrictions, as required, shall be noted on all grading and construction plans. If
burrows/nests to be protected rather than translocated are Jocated on, or adjacent to the site,
weekly biological monitoring of these burrows/nests shall be conducted by the project biologist
during construction with written results submitted to the ADD of LDR. If no nests are discovered

on, or adjacent to the project site, no further mitigation is required.

During Construction

7. If burrows/nests are discovered during construction activities, the biologist shall notify the
Resident Engineer (RE) and Mitigation Monitoring and Coordination Staff (MMC).

2



8. The RE shall stop work in the vicinity of the burrows/nests. The qualified biologist shall mark
all pertinent trees, holes, or shrubs and delineate the appropriate “no construction” buffer area per
City ESL and/or the USFWS/CDFG’s direction, around any nest sites, satisfactory to the ADD of
LDR. The buffer shall be maintained until the qualified biologist determines, and demonstrates in
a survey report satisfactory to the ADD of LDR that any young birds have fledged or the birds

have been successfully translocated.

Post Constmction

9, The biologist shall be responsibie for ensuring that all field notes and reports have been
completed, all outstanding items of concern have been resolved or noted for follow up, and that

focused surveys are completed, as appropriate.

10. Within three months following the completion of monitoring, two copies of the Final
Biological Monitoring Report (even if negative) and/or evaluation report, if applicable, which
describes the results, analysis, and conclusions of the Biological Monitoring Program (with
appropriate graphics) shall be submitted to Mitigation Monitoring Coordination (MMC) for

approval by the ADD of L.LDR.

11. For any unforeseen additional biological resources impacted during construction, the
rehabilitation, revegetation, translocation, or other such follow up action plan(s) shall be included
as part of the Final Biological Monitoring Report in accordance with the City of San Diego’s
Land Development Code, Biological Resources Guidelines (July 2002). Addmona} mitigation

measures may also be required.

12. This report shall address findings of active/inactive burrows/nests and any recommendations
for retention of active burrows/nests, removal of inactive nests and mitigation for offsetting loss

of burrowing/breeding habitat.

13. MMC shall notify the RE of receipt of the Final Biclogical Monitoring Report.
HISTORICAL RESOURCES (ARCHAEOLOGY)

14.  Prior to Permit Issuance
A. Land Development Review (I.DR) Plan Check

1. Prior to Notice to Proceed (NTP) for any construction permits, including but not
limited to, the first Grading Permit, Demolition Plans/Permits and Building
Plans/Permits, but prior 1o the first preconstruction meeting, whichever is
applicable, the Assistant Deputy Director (ADD) Environmental designee shall
verify that the requirements for Archaeological Monitoring and Native American
monitoring, if applicable, have been noted on the appropriate construction
documents.

- B. Letters of Qualification have been submitted to ADD

~
]
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The applicant shall submit a letter of verification to Mitigation Monitoring
Coordination (MMC) identifying the Principal Investigator (PI) for the project and
the names of all persons involved in the archaeological monitoring program, as
defined in the City of San Diego Historical Resources Guidelines (HRG). If
applicable, individuals involved in the archaeological monitoring program must
have completed the 40-hour HAZWOPER training with certification
documentation,

MMC will provide a letter to the applicant confirming the qualifications of the PI
and all persons involved in the archacological monitoring of the project.

Prior to the start of work, the applicant must obtain approval from MMC for any
personnel changes associated with the monitoring program.

15. Prior to Start of Construction
A. Verification of Records Search

1.

The PI shall provide verification to MMC that a site specific records search (1/4
mile radius) has been completed. Verification includes, but is not limited to a
copy of a confirmation letter from South Coast Information Center, or, if the
search was in-house, a letter of verification from the PI stating that the search was
completed.

The letter shall introduce any pertinent information concerning expectations and
probabilities of discovery during trenching and/or grading activities.

The PI may submit a detailed letter to MMC requesting a reduction to the %4 mile
radius.

B. PI Shall Attend Precon Meetings

1.

o

Prior to beginning any work that requires monitoring, the Applicant shall arrange
a Precon Meeting that shall include the PI, Construction Manager (CM) and/or

- Grading Contractor, Resident Engineer (RE), Building Inspector (BI), if

appropriate, and MMC. The qualified Archaeologist shall attend any

grading/excavation related Precon Meetings fo make comments and/or

suggestions concerning the Archasological Monitering program with the

Construction Manager and/or Grading Contractor.

a. If the Plis unable to attend the Precon Meeting, the Applicant shall schedule a
focused Precon Meeting with MMC, the P1, RE, CM or BL if appropriate,
prior to the start of any work that requires monitoring.

Identify Areas to be Monitored '

a. Prior to the start of any work that requires monitoring, the PI shall submit
an Archaeological Monitoring Exhibit (AME) based on the appropriate
construction documents (reduced to 11x17) to MMC identifying the areas to
be monitored including the delineation of grading/excavation limits.

b. The AME shall be based on the results of a site specific records search as
well as information regarding existing known soil conditions (native or
formation).

When Monitoring Will Occur



a. Prior to the start of any work, the PI shall also submit a construction schedule
0 MMC through the RE indicating when and where monitoring will occur.

b. The PI may submit a detailed letter to MMC prior to the start of work or
during construction requesting a modification to the monitoring program. This
request shall be based on relevant information such as review of final
construction documents which indicate site conditions such as depth of
excavation and/or site graded to bedrock, etc., which may reduce or increase
the potential for resources to be present.

16.  During Construction
A. Monitor Shall be Present During Grading/Excavation/Trenching

1.

!\J

The monitor shall be present full-time during grading/excavation/trenching
activities which could result in impacts to archaeological resources zs identified
on the AME., The Censtruction Manager is responsibie for notifying the RE,
PI, and MMC of changes to any construction activities.

The monitor shall document field activity via the Consultant Site Visit Record
(CSVR). The CSVR’s shall be faxed by the CM to the RE the first day of
monitoring, the last day of monitoring, monthly (Notification of Monitoring
Completion), and in the case of ANY discoveries. The RE shall forward copies
to MMC. :

The Pl may submit a detailed letter to MMC during construction requesting a
modification to the monitoring program when a field condition such as modern
disturbance post-dating the previous grading/trenching activities, presence of
fossil formations, or when native soils are encountered may reduce or increase the
potential for resources to be present.

B. Discovery Notification Process

L.

In the event of a discovery, the Archaeological Monitor shail direct the contractor
to temporarily divert trenching activities in the area of discovery and immediately
notify the RE or BL as appropriate.

The Moritor shall immediately notify the PI (unless Monitor 1s the PI) of the
discovery. '

The PI shall immediately notify- MMC by phone of the discovery, and shall also
submit written documentation to MMC within 24 hours by fax or email with
photos of the resource in context, if possible.

C. Determination of Significance

I.

The PI and Native American representative, if applicable, shall evaluate the

significance of the resource. If Human Remains are involved, follow protocol in

Section IV below.

a. The PI shall immediately notify MMC by phone to discuss significance

- determination and shall also submit a letter to MMC indicating whether
additional mitigation is required.

b. If the resource is significant, the PI shall submit an Archaeological Data
Recovery Program (ADRP) and obtain written approval from MMC. Impacts
to significant resources must be mitigated before ground disturbing activities

5



17.

in the area of discovery will be allowed to resume.

c. If resource is not significant, the PI shall submit a letter to MMC indicating
thar artifacts will be collected, curated, and documented in the Final
Monitoring Report. The letter shall aiso indicate that that no further work is
required.

Discovery of Human Remains
If human remains are discovered, work shall halt in that area and the following

procedures set forth in the California Public Resources Code (Sec. 5097.98) and State
Health and Safety Code (Sec. 7050.5) shall be undertaken:
A. Notfication
1. Archaeological Monitor shall notify the RE or Bl as appropriate, MMC, and the
P1, if the Monitor is not qualified as a PI. MMC will notify the appropriate Senior
Planner in the Environmental Analysis Section (EAS),
2. The PI shall notify the Medical Examiner after consultation with the RE, either in
person or via telephone.

B. Isolate discovery site

1. Work shall be directed away from the location of the discovery and any nearby
area reasonably suspected to overlay adjacent human remains until a
determination can be made by the Medical Examiner in consultation wf[h the P1
concerning the provenience of the remains.
The Medical Examiner, in consultation with the PIL shall determine the need for a
field examination to determine the provenience.

3. If a field examination ig not warranted, the Medical Examiner shall determine
with input from the PI, if the remains are or are most likely to be of Native
American origin, _

C. If Human Remains ARE determined o be Native American

1. The Medical Examiner shall notify the Native American Heritage Commission
{NAHC). By law, ONLY the Medical Examiner can make this call.

2. The NAHC shall contact the Pl within 24 hours or sooner, after Medical Examiner
has completed coordination.

3. NAHC shall identify the person or persons determined to be the Most Likely
Descendent (M1.D) and provide contact information..

4. The PI shall coordinate with the MLD for additional consultation.

Disposition of Native American Human Remains shall be determined between the

MLD and the PL IF: |

a. The NAHC is unable to identify the MLD, OR the MLD failed to make a
recommendation within 24 hours after being notified by the Commission; OR;

b. The landowner or authorized representative rejects the recommendation of the
MLD and mediation in accordance with PRC 5097.94 (k) by the NAHC fails
to provide measures acceptable to the landowner.

D. If Human Remains are NOT Native American

1. The PI shall contact the Medical Examiner and notify them of the historic era
context of the burial.

3o

]



2

The Medical Examiner will determine the appropriate course of action with the PI
and City staff (PRC 5097.98). -

If the remains are of historic origin, they shall be appropriately removed and
conveved to the Museum of Man for analysis. The decision for internment of the
human remains shall be made in consultation with MMC, EAS, the
applicant/landowner and the Museum of Man.

18.  Night Work
A. If night work is included in the contract

1.

2.

When night work is included in the contract package, the extent and timing shall
be presented and discussed at the precon meeting.

. The following procedures shall be followed.

a. No Discoveries
in the event that no discoveries were encountered during night work, The P1
shall record the information on the CSVR and submit to MMC via fax by 9am
the foliowing morning, if possible.

b. Discoveries
All discoveries shall be processed and documented using the existing
procedures detailed in Sections HI - During Construction, and I'V — Discovery
of Human Remains.

c. Potentially Significant Discoveries
If the PI determines that a potentially significant discovery has been made, the
procedures detailed under Sectior I - During Construction shall be followed.

d. The PI shall immediately contact MMC, or by 8AM the following morning to
report and discuss the findings as indicated in Section III-B, unless other
specific arrangements have been made.

B. If night work becomes necessary during the course of construction
1. The Construction Manager shall notify the RE, or B, as appropriate, a minimum
of 24 hours before the work 13 to begin. '
2. The RE, or Bl, as appropriate, shali notify MMC immediately.
C. All other procedures described above shall apply, as appropriate.
19.  Post Construction
A, Submittal of Draft Monitoring Report

1.

The PI shall submit two copies of the Draft Monitoring Report (even if negative)
which describes the results, analysis, and conclusions of all phases of the
Archaeological Monitoring Program (with appropriate graphics) to MMC for
review and approval within 90 days following the completion of monitoring,

a. For significant archaeological resources encountered during monitoring, the
Archaeological Data Recovery Program shall be included in the Draft
Monitoring Report.

b. Recording Sites with State of California Department of Parks and Recreation

The PI shall be responsibie for recording (on the appropriate State of
California Department of Park and Recreation forms-DPR 523 A/B) any
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significant or potentially significant resources encountered during the
Archaeological Monitoring Program in accordance with the City’s Historical
Resources Guidelines, and submittal of such forms to the South Coastal
Information Center with the Final Monitoring Report.
MMC shall return the Draft Monitoring Report to the PI for revision or, for
preparation of the Final Report.
The PI shall submit revised-Draft Monitoring Report to MMC for approval.
MMC shall provide written verification to the PI of the approved report.
MMC shall notify the RE or BI, as appropriate, of receipt of all Draft Monitoring
Report submittals and approvals.
Handling of Artifacts
The PI shall be responsible for ensuring that all cultural remains collected are
cleaned and catalogued ,
The P1 shall be responsible for ensuring that all artifacts are analyzed to identify
function and chronology as they relate to the history of the area; that faunal
material is identified as to species; and that specialty studies are completed, as
appropriate. :
Curation of artifacts: Accession Agreement and Acceptance Verification
The PI shali be responsible for ensuring that all artifacts associated with the
survey, testing and/or data recovery for this project are permanently curated with
an appropriate institution. This shall be completed in consultation with MMC and
the Native American representative, as applicable.
The PI shall include the Acceptance Verification from the curation institution in
the Final Monitoring Report submitted to the RE or BI and MMC.
Final Monitoring Report(s)
The PI shall submit one copy of the approved Final Monitoring Report to the RE
or BI as appropriate, and one copy to MMC (even if negative), within 90 days
after notification from MMC that the draft report has been approved.
The RE shall, in no case, issue the Notice of Completion until receiving a copy of

the approved Final Monitoring Report from MMC which includes the Acceptance

Verification from the curation institution.

PALEONTOLOGICAL RESOURCES

20.

Prior to Permit Issuance
A. Land Development Review (LDR) Plan Check
1.

Prior to Notice to Proceed (NTP) for any construction permits, including but not
limited to, the first Grading Permit, Demolition Plans/Permits and Building
Plans/Permits, but prior to the first preconstruction meeting, whichever is
applicable, the Assistant Deputy Director (ADD) Environmental designee shall
verify that the requirements for Paleontological Monitoring have been noted on
the appropriate construction docurnents,

B. Letters of Qualification have been submitted to ADD
1.

The applicant shall submit a letter of verification to Mitigation Monitoring

8
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Coordination (MMC) identifying the Principal Investigator (PT} for the project and
the names of all persons involved in the paleontological monitoring program, as
defined in the City of San Diego Paleontology Guidelines.

MMC will provide a letter to the applicant confirming the qualifications of the PI
and ail persons involved in the paleontological monitoring of the project.

Prior to the start of work, the applicant shall obtain approval from MMC for any
personnel changes associated with the monitoring program.

21. Prior to Start of Construction
A. Verification of Records Search

-1,

F\.)

The PI shall provide verification to MMC that a site specific records search has
been completed. Verification includes, but is not limited to a copy of a
confirmation letter from San Diego Natural History Museum, other institution or,
if the search was in-house, a letter of verification from the PI stating that the
search was completed.

The letter shall introduce any pertinent information conceming expectations and
probabilities of discovery during trenching and/or grading activities.

B. PI Shail Attend Precon Meetings

i.

‘!\)

3.

Prior to beginning any work that requires monitoring, the Applicant shall arrange
a Precon Meeting that shall include the P, Construction Manager (CM) and/or
Grading Contractor, Resident Engineer (RE), Building Inspector (BI), if
appropriate, and MMC. The qualified paleontologist shall attend any
grading/excavation related Precon Meetings to make comments and/or
suggestions concerning the Paleontological Monitoring program with the
Construction Manager and/or Grading Contractor.

a. If the PIis unable to attend the Precon Meeting, the Applicant shall schedule a
focused Precon Meeting with MMC, the PI, RE, CM or B, if appropriate,
prior to the start of any work that requires monitoring.

Identify Areas to be Monitored '

Prior to the start of any work that requires monitoring, the PI shall submit a

Paleontological Monitoring Exhibit (PME) based on the appropriate constraction

documents (reduced to 11x17) to MMC identifving the areas to be monitored

including the delineation of grading/excavation iimits. The PME shall be based
on the results of a site specific records search as well as information regarding
gxisting known soil conditions (native or formation},

When Monitoring Will Gccur

2. Prior to the start of any work, the PI shall also submit a construction schedule
to MMC through the RE indicating when and where monitoring will occur.

b. The PI'may submit a detailed letter to MMC prior to the start of work or
during construction requesting a modification to the monitoring program. This
request shall be based on relevant information such as review of final
construction documents which indicate conditions such as depth of excavation |
and/or site graded to bedrock, presence or absence of fossil resources, etc.,
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which may reduce or increase the potential for resources to be present.

22.  During Construction
A. Monitor Shall be Present During Grading/Excavation/Trenching

1.

2

The monitor shall be present fuli-time during grading/excavation/trenching
activities as identified on the PME that could result in impacts to formations with
high and moderate resource sensitivity. The Construction Manager is
responsible for notifying the RE, P1, and MMC of changes to any
construction activities.

The monitor shail document field activity via the Consultant Site Visit Record
(CSVR). The CSVR’s shall be faxed by the CM to the RE the first day of
monitoring, the last day of monitoring, monthly (Notification of Monitoring
Completion), and in the case of ANY discoveries. The RE shall forward copies
to MMC.

The PI may submit a detailed letter to MMC during construction requesting a
modification to the monitoring program when a field condition such as trenching
activities that do not encounter formational soils as previously assumed, and/or
when unigue/unusuval fossils are encountered, which may reduce or increase the
potential for resources to be present. '

B. Discovery Notification Process

1.

o

In the event of a discovery, the Paleontological Monitor shall direct the contractor
to temporarily divert trenching activities in the area of discovery and immediately
notify the RE or B, as appropriate.

The Monitor shall immediately notify the PI (uniess Monitor is the PI) of the
discovery.

The PI shall immediately notify MMC by phone of the discovery, and shall also
submit written documentation to MMC within 24 hours by fax or email with
photos of the resource in context, if possible.

C. Determination of Significance

1.

The PI shall evaiuate the significance of the resource.

a. The PI shall immediately notify MMC by phone to discuss significance
determination and shall also submit a letter to MMC indicating whether
additional mitigation is required. The determination of significance for fossil
discoveries shall be at the discretion of the PL

b. If the resource is significant, the PI shall submit a Paleontological
Recovery Program {PRP) and obtain written approval from MMC. Impacts to
significant resources must be mitigated before ground disturbing activities in
the area of discovery will be allowed to resume.

c. If resource 1s not significant {e.g., small pieces of broken common shell
fragments or other scattered common fossils) the PI shall notify the RE, or BI
as appropriate, that a non-significant discovery has been made. The
Paleontologist shall continue to monitor the area without notification to MMC
unless a significant resource is encountered.

d. The PI shall submit a letter to MMC indicating that fossil resources will be
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collected, curated, and documented in the Final Monitoring Report. The letter
shall also indicate that no further work is required.

23,  Night Work
A, If night work is included in the contract

C.

L.

2.

‘l\.)

When night work is included in the contract package, the extent and timing shall

be presented and discussed at the precon meeting.

The following procedures shall be followed.

a. No Discoveries
In the event that no discoveries were encountered during night work, The PI
shall record the information on the CSVR and submit to MMC via fax by 9am
the following morning, if possible.

b. Discovernies
All discoveries shall be processed and documented using the existing
procedures detailed in Sections III - During Construction.

c. Potentially Significant Discoveries
If the PI determines that a potentially significant discovery has been made, the
procedures detailed under Section I - During Construction shall be followed.

d. The PI shall immediately contact MMC, or by 8AM the following morning to

- report and discuss the findings as indicated in Section III-B, unless other
specific arrangements have been made.
If night work becomes necessary during the course of construction
The Construction Manager shall notify the RE, or BI, as appropriate, a minimum
of 24 hours before the work is tc begin.
The RE, or B, as appropriate, shall notify MMC immediately.
All other procedures described above shall apply, as appropriate.

24, Post Construction

A

Submittal of Draft Monitoring Report

The PI shall submit two copies of the Draft Monitoring Report (even if negative)

which describes the resulfs, analysis, and conclusions of all phases of the

Paleontological Monitoring Program (with appropriate graphics) to MMC for

review and approval within 90 days following the completion of monitoring,

a. For significant paleontological resources encountered during monitoring, the
Paleontological Recovery Program shall be included in the Draft Monitoring
Report.

b. Recording Sites with the San Diego Natural History Museum
The PI shall be responsible for recording (on the appropriate forms) any
significant or potentially significant fossil resources encountered during the
Paleontological Monitoring Program in accordance with the City’s
Paleontological Guidelines, and submittal of such forms to the San Diego
Natural History Museum with the Final Monitoring Report.

MMC shall return the Draft Monitoring Report to the PI for revision or, for

preparation of the Final Report.
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preparation of the Final Report.

3. The PI shall submit revised Draft Monitoring Report to MMC for approval.
4. MMC shall provide written verification to the PI of the approved report.
5. MMC shall notify the RE or BI, as appropriate, of receipt of all Draft Monitoring

Report submittals and approvals,
B. Handling of Fossil Remains

1. The PI shall be responsible for ensuring that all fossil remains collected are
cleaned and catalogued.

The Pi shali be responsible for ensuring that all fossii remains are analvzed Lo
1dentify function and chronology as they relate to the geologic history of the area;
that faunal material is identified as to species; and that specizalty studies are
completed, as appropriate

C. Curation of fossil remains: Deed of Gift and Acceptance Verification

1. The PI shall be responsible for ensuring that all fossil remains associated with the

monitoring for this project are permanently curated with an appropriate institution.

2. The PI shall include the Acceptance Verification from the curation institution in

the Final Monitoring Report submitted to the RE or BI and MMC,
D. Final Monitoring Report(s)

1. 'The P1 shall submit two copies of the Final Monitoring Report to MMC (even if
negative), within 90 days after notification from MMC that the draft report has
been approved. -

The RE shall, in no case, issue the Notice of Completion until receiving a copy of
the approved Final Monitoring Report from MMC which includes the Acceptance
Verification from the curation institution.

b
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VI PUBLIC REVIEW DISTRIBUTION:
Draft copies or notice of this Mitigated Negative Declaration were distributed to:

Federal Government

U.S. Fish and Wildlife Service (19)
tate of California

California Department of Fish and Game (32)
Department of Toxic Substances Control (39)
State Clearinghouse (46)

City of San Diego
Councilimember, Ben Huesc, District 8.
Planning Department (MS 4A)
City Attorney, Shirley Edwards (MS 59}
Central Library (8§1A)
MMC (MS 1102B)
San Ysidro Community Service Center
San Ysidro Community Service Center (81EE)

Other
Historical Resources Board (87)
Environmental Law Society (164)
Sierra Club (165)
San Diego Audubon Society (167)
Mr. Jim Peugh (167A)




California Native Plant Society (170}

Center for Biological Diversity {176)

Endangered Habitats League (182A)

Carmen Lucas (206)

Jerry Schaefer, PHD (209)

South Coastal Information Center (210)

San Diego Archaeological Center (212)

Save Our Heritage Organisation (214)

Ron Christman (215)

Lowe Guassac (215A)

Clint Linton (215B)

San Diego County Archaeological Society, Inc. (218)
Kumeyaay Cultural Repatriation Committee (225)
Native American Distribution (225 A-R)} (Public Notice Only)
Native American Heritage Commission (222)

San Ysidro Planning and Development Group (433)
United Border Community Town Council {434)

San Ysidro Community Service Center (435)

Global Premier Development (Applicant)

Rick Montoya

VIL RESULTS OF PUBLIC REVIEW:

()
()

()

No comuments were received during the public input period.

Comments were received but did not address the draft Mitigated Negative Declaration
finding or the accuracy/completeness of the Initial Study. No response is necessary.
The letters are attached.

Comments addressing the findings of the draft Mitigated Negative Declaration and/or
accuracy or completeness of the Initial Study were received during the public input
period. The letters and responses follow.

Copies of the draft Mitigated Negative Declaration, the Mitigation, Monitoring and Reporting
Program and any Initial Study material are available in the office of the Land Development
Revzew Division for review, or for purchase at the cost of reproduction.

AN April 27.2007

Terri Bumgardner, Senior Planner Date of Draft Report

Development Services Department

May 29, 2007
Date of Final Report

Analyst: Rhonda Benally
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