CITY OF HOUSTON SRO NUMBER MUST APPEAR ON ALL PAYMENT AND
HCD Purchasing Unit 3200 DELIVERY CORRESPONDENCE

POSSIBLE DUPLICATE COPY DO NOT DUPLICATE SHIPMENT

OR SERVICE SERVICE RELEASE ORDER

Vendor Address Information
Vendor Address Number 164849 SRO Number/Date 4500358561-0/ 11/03/2021
HEART OF HOUSTON, CDC CoH Vendor Number 164849
3451 PALM ST Page 1 of 2
HOUSTON TX 77004
Buyer's Name Teresa Moore 461

USA

Buyer's Telephone Number 832.394.6272

Mail Invoice to Buyer's Fax Number

COH HOUSING & COMMUNITY DEV

FINANCIAL SERVICES SEC, ACCT PAY Buyer's E-mail Address Teresa.moore@houstontx.gov
PO Box 1562
HOUSTON TX 77251-1562 CONFIRM RECEIPT AND ACCEPTANCE OF PURCHASE ORDER
TO BUYER'S E-MAIL ADDRESS
Shipping Address HOUSING & COMMUNITY DEVELOPMENT
PROCUREMENT SERVICES
2100 TRAVIS, 9TH FLOOR
HOUSTON TX 77002
USA
Terms of payment : Pay net 30 w/o deduction Currency USD
Shipping Terms FOB(Free on board) /DESTINATION
Our reference: 2021-0949
Your person responsible: STACIE FLORES
Your reference: 2021-0949

11/03/2021 TAM

AMOUNT:  $1,345,765.00

The Berry Center development will be comprised of three duplexes, for a total of six units. The project will have an impact on the revitalization of the
Sunnyside community. It will provide a convenient commute to and from employment opportunities as the bus line is adjacent to the site.

ltem Quantity UM Material # / Description Unit Cost Extended Cost

10 1.00 AU 1,345,765.00 / AU 1,345,765.00
99884 REAL ESTATE (INCL. B
The Berry Center
Release Order against contract 4600016960 Item 00010
11/03/2021 TAM

AMOUNT:  $1,345,765.00

The Berry Center development will be comprised of three duplexes, for a total of six units. The project will have|
an impact on the revitalization of the Sunnyside community. It will provide a convenient commute to and from
employment opportunities as the bus line is adjacent to the site.

Gross Price usD 1 Au 1.000 1,345,765.00
1,345,765.00




CITY OF HOUSTON SRO NUMBER MUST APPEAR ON ALL PAYMENT AND
HCD Purchasing Unit 3200 DELIVERY CORRESPONDENCE

POSSIBLE DUPLICATE COPY DO NOT DUPLICATE SHIPMENT

OR SERVICE SERVICE RELEASE ORDER

PO number/date 4500358561 -0 /11/03/2021 Page 2 of 2

Item Quantity UM Material # / Description Unit Cost Extended Cost

*** [tem partially delivered ***
Expected value of unplanned services: 1,345,765.00

Delivery Date: 05/31/2022

Total **** usb 1,345,765.00
2021-0949 ORD PASSED 11/10/2021; EXECUTED

BY MAYOR 04/26/2022 CS 04/27/2022

NOTICE -- This is a contract release order against the contract referenced herein. The terms and conditions in the
referenced contract are hereby incorporated into this contract release order as if set forth in full text. All work performed
pursuant to this contract release order shall be performed in strict accordance with the referenced contract's statement of

work/scope of services.

| hereby certify that the expenditure for the above goods

| hereby certify a certificate of the necessity of this expenditure is on file in this
department. has been duly authorized and appropriated and that
sufficient funds are available to liquidate same.
% A 4 w__ A -/ % %ﬂﬂ
Mayor Chief Procurement Officer Controller
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LOAN AGREEMENT

Dated , 2022
By and between

CITY OF HOUSTON, TEXAS,
a home-rule city organized under the laws of the State of Texas

and

Heart of Houston Community Development Corporation,
a Texas non-profit corporation, Borrower

CDBG-DR17 Small Rental Forms (Direct Loan)
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LOAN AGREEMENT

The parties to this Loan Agreement (this “Agreement”) are the CITY OF HOUSTON,
TEXAS, a home-rule city organized under the laws of the State of Texas (“City”), and Heart of
Houston Community Development Corporation, a Texas non-profit 501 (c)(3) corporation
(“Borrower™).

Unless the context otherwise requires, the initial capitalized words shall have the meanings
ascribed to them in Schedule A attached to this Agreement if they are not otherwise defined in the
main body of this Agreement.

Borrower and City hereby agree as follows:

SECTION ONE
BACKGROUND

A. Borrower has requested and this Agreement provides for a loan to be made from
the City to the Borrower in the maximum principal amount of One Million Three Hundred Forty-
Five Thousand, Seven Hundred Sixty-Five and No/100 Dollars ($1,345,765.00) (“Loan Amount”)
(“City Loan” or the “City’s Loan™). The City’s Loan will provide for the rehabilitation,
reconstruction, acquisition and/or construction of six (6) units of replacement affordable housing
that was damaged or destroyed by Hurricane Harvey and will serve a Low and Moderate Income
(“LMI”) benefit by providing or improving residential structures to be occupied by households

qualifying for LMI (“LMI Persons” or “City’s LMI Persons™).

B. Funding for the City Loan is being provided to the City pursuant to 2017
Community Development Block Grant (“CDBG”) Disaster Recovery program funds (“CDBG-
DR 17 Program”) awarded by the United States Department of Housing and Urban Development
(“HUD”) through the Texas General Land Office (“GLO”) under the Continuing Appropriations

Act, 2018 and Supplemental Appropriations for Disaster Relief Requirements Act, 2017 (Public

CDBG-DR17 Small Rental Forms (Direct Loan)
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Law 115-56) and the Further Additional Supplemental Appropriations for Disaster Relief
Requirements Act, 2018 (Public Law 115-23), and the requirements published by HUD under 83
Fed. Reg. 5844 and 83 Fed. Reg. 40314, and is subject to the terms and conditions of that certain
Contract Numbered 19-147-001-B489, as may be amended from time to time (“GLO Contract™)
between GLO and the City. Pursuant to the GLO Contract, the provisions of that certain City of
Houston Local Action Plan — Hurricane Harvey Housing Recovery passed and approved by City
Council of the City of Houston (“City Council”) by Ordinance No. 2018-518 on June 27,2018, as
amended by that certain State of Texas Plan for Disaster Recovery: Hurricane Harvey Round 1, as
amended from time to time (as so amended, the “Action Plan™), Federal regulations, as published

in 24 C.ER. Part 570 (“CDBG Regulations™), the State of Texas CDBG Housing Rules, as

published in 10 TAC Chapter 60; the City’s Harvey Small Rental Program Guidelines, as amended
from time to time, and other related administrative rules and regulations issued by the Federal
Government or State of Texas that are applicable to rental activities funded under the CDBG-
DR 17 Program (“Other Requirements™) are hereby included or incorporated in this Agreement and
sub-agreements, as applicable. Furthermore, Borrower has been notified that the information
related to the development, its operations and its residents are covered under Chapter 552, Texas
Government Code, the Texas Public Information Act, unless a valid exception exists, and Chapter
2306 of the Texas Government Code.

C. The term (“Term”) of the City Loan shall commence on the Closing Date and shall
mature on the last day of the Affordability Period (as same may be extended). With the exception
of in the case of Default, Borrower shall have no obligation to make payments on the City Loan.

D. No payment of principal or interest shall be payable under the City Loan except

(and subject to the next sentence) (i) upon the sale of Project; (ii) upon a refinancing of the Project;

CDBG-DIR17 Small Rental Forms (Direct Loan)



or (iii) in the event of Borrower’s Default of its obligations or representations and warranties under
(a) this Agreement, (b) the terms of the Note, or any security or other Loan Documents securing
or evidencing the City Loan, and/or (c) the City’s Restrictive Covenants, provided, however, the
Director, in his or her sole discretion, may waive in full or in part any requirement of this sentence.
Upon the Maturity Date, if no Default has occurred which remains uncured, the amount of the
City’s Loan which remains unpaid, if any, shall be deemed paid, subject to the obligation to pay
the City certain Proceeds of Sale and Proceeds of Financing, as described herein.

E, Borrower’s obligations to the City under this Agreement, including, but not limited
to repayment of the City’s Loan as evidenced by the Note, will be secured by, among other things,
the Deed of Trust in favor of the City. In furtherance of the foregoing, Borrower shall execute and
deliver any instruments, documents and/or agreements necessary to create or perfect the security
interests referenced hereunder.

F. Borrower shall use the proceeds of the City Loan to acquire and rehabilitate,
reconstruct, construct or replace rental housing to be known as The Berry Center, located in
Houston, Harris County, Texas. The Land on which the Project is located is described in Exhibit
A attached to this Agreement. The purpose of the Project is to house the City’s LMI Persons in
compliance with the affordability agreements set forth in this Agreement and in the Restrictive
Covenants,

G. Guarantor will sign a Construction Completion Guaranty in the form set forth in

the Attachments to this Agreement (“Construction Completion Guaranty”) of Borrower’s

requirements under this Agreement and the Construction Contract.
L The City is obligated to comply with certain requirements with respect to reporting

to GLO about the use of the Loan Proceeds and the operations and maintenance of the Project,
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among other matters, and this Agreement contains provisions for the Borrower to submit
information to the Director on various aspects of the Project. Borrower shall submit this
information to the Director on the forms from time to time provided and required by the Director

to be used by the Borrower (“Monitoring Forms”), the initial form of which is attached as

APPENDIX S hereto.
J. The City Loan is issued subject to the conditions and terms of this Agreement.
K. Borrower shall comply and shall cause their contractors to comply with the City’s

Minority, Women and Small Business Enterprise (“MWSBE”) programs as set out in Chapter 15,
Aiticle V of the City’s Code of Ordinances. Borrower shall make Good Faith Efforts as described

by the City’s Office of Business Opportunity (“OBQO”) policy attached hereto as APPENDIX 9,

to award subcontracts or supply agreements in at least 34% of the Loan Amount to MWSBEs,
Borrower acknowledges that it has reviewed the requirements for Good Faith Efforts on file with
the OBO and shall comply with them. Borrower shall ensure and shall cause its contractors to
ensure that all subcontracts with MWSBE subcontractors and suppliers contain the following
terms:

i. “IMWSBE subcontractor] shall not delegate or subcontract more than 50%
of the work under this Subcontract to any other subcontractor or supplier without the express
written consent of the City of Houston’s OBO Director.

2. [MWSBE subcontractor] shall permit representatives of the City of Houston
(including without limitation the Director and City Controller), at all reasonable times, to perform
(a) inspections of all places where work is to be undertaken in connection with this Subcontract,
and (b) audits of the books and records of [MWSBE subcontractor]. [MWSBE subcontractor] shall

keep such books and records available for such purpose for at least four (4) years after the
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completion of its performance under this Subcontract. Nothing in this provision shall affect the
time for bringing a cause of action nor the applicable statute of limitations.

3 Within five (5) business days of execution of this Subcontract, the prime
contractor and [MWSBE Subcontractor] shall designate in writing to the Director an agent for
receiving any notice required or permitted to be given pursuant to Chapter 15 of the City’s Code
of Ordinances, together with the mailing address and telephone number of such agent.

4, Any controversy between the parties involving the construction or
application of any terms, covenants, or conditions of this Subcontract may be submitted to the
OBO Director. The OBO Director may prescribe procedures to provide dispute resolution by
neutrals, in accordance with the requirements of Chapter 15 of the City’s Code of Ordinances.

L. Borrower agrees to abide by the conflict-of-interest provisions at 24 CER. §
570.611, 2 C.E.R. § 200.317 and 2 C.F.R. §200.318 and furnish conflict of interest disclosure
forms if so, required by the Director.

M. If the Loan Proceeds do not cover all of the costs of the Project, Borrower shall
have obtained at the time of Closing a firm commitment for the funding of the remaining
acquisition costs (if applicable) and the construction costs to repair, renovate, construct and/or
reconstruct the Project (collectively, the “Other Financings”), all of which combined with the
Loan Proceeds, total at least the amount required by the Approved Final Project Budget (“Final
Project Budget”) in form and content approved by the Director and attached hereto in the Exhibits
to this Agreement. In any case, Borrower shall be responsible for funding or obtaining funding
for any costs or expenses of the Work, other Project cost under the Final Project Budget or

otherwise payable under this Agreement to the extent not covered by the Loan Proceeds.
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N. It is the policy of the City to ensure that construction work it finances protects
workers on those projects by making sure they are safe, are compensated in accordance with
applicable law, and have access to pathways for sustainable careers in the construction industry.
All contractors who work on the Project are required to implement the workforce protection
measures at Appendix 13.

0. The replacement reserve (“Replacement Reserve™) shall be no less than $300.00
per unit annually, increasing by 3% annually, pursuant to Section 6.24 of this Agreement, The
City shall have a subordinate security interest in the Replacement Reserve, and Borrower shall
execute any instruments or other documents necessary to create or perfect such interest.

P Any property management fee, asset management fee or other similar fee
(“Propetty Management Fee”) is limited to no more than five percent (5.0%) in the aggregate of
the Project’s gross annual income.

Q. Bortower has submitted to the Director a signed Certificate regarding lobbying
(“Lobbying Certificate”) in the form set forth in the Appendices to this Agreement (or in the form
in effect at the time the Lobbying Certificate was submitted to the Director).

R. Borrower hereby agrees to comply with the following provisions required by HUD,
if applicable, or the GLO as a condition of GLO’s approval of the Project for fair housing and
affirmatively further fair housing purposes:

1. Borrower shall implement all noise and flood hazard and other mitigation
action required or at the City’s sole discretion, recommended as a result of the

environmental review conducted pursuant to 24 CFR. Part 58 (the “Environmental

Review”), including any required conformance with HUD elevation requirements (e.g.,

elevating or otherwise protecting ground level parking and storage areas) or flood-control

CDBG-DR17 Small Rental Forms (Direct Loan)



measures (collectively, “Environmental Mitigation”). Borrower shall also comply with all

applicable insurance and survey requirements as set forth in Section Three, Paragraph 3.13

and Section Six, Paragraph 6.2.6.

S, In addition to the provisions of the main text of this Agreement, this Agreement

11

consists of “Schedules”,

Appendices”, “Exhibits” and “Attachments”, as follows

l. Schedule (“Schedule”) setting forth definitions.

2. Appendices (“Appendices”), setting forth the specifics of requirements

described in this Agreement or other City standard forms, policies and requirements, which

specifics and forms may be modified by the City from time to time or which may change as a result

of change in or to Applicable Law, relating to:

(@)

(b)

(c)

(d)

(e)
)
(&)

the City’s MWSBE programs to which the Borrower’s contractors
and subcontractors are subject;

insurance to be maintained by the Borrower and also to be contained
in the Approved Construction Contract and other Construction and
Supply Contracts

Release and Indemnity provisions to be to be contained in the
Approved Construction Contract and other Construction and Supply
Contracts;

Construction  Contract  Requirements  including  bidding
requirements (if applicable);

the Monitoring Forms to be used by Owner and Borrower;
Applicable Law;

the Lobbying Certificate;
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(h) the Debarment Form;
Q) the Survey Requirements;
M Property Condition Assessment requirements, if applicable;
k) Relocation Requirements, including related forms;
) Appraisal Requirements including sample Agreement for Appraisal
Services;
(m) GLO Lien Waiver;
(n)  Minimum Property Standards; and
(o) City of Houston Workforce Protection Requirements.
2, Exhibits (“Exhibits”), setting forth:
(a) the metes and bounds or legal description of the Land;
(b)  commitments evidencing “Other Financings”, if any; and
(©) the Preliminary Project Budget.
(d) Scope of Work; and
(e) Construction Schedule.

3. Attachments (“Attachments™), as per the list of Attachments on the
Attachments title page, describing and setting forth the information and the various specific
documents and contents of specific documents particular to the City’s Loan to be provided by or
on behalf of the Borrower as conditions precedent to the Closing of the City’s Loan or to be
executed by Borrower and the City at the Closing of the City’s Loan.
T. The City Loan is a community development activity undertaken by the City and
authorized under Chapter 373 or Chapter 374 of the Texas Local Government Code.
U. The recitals and statements contained in this Section One shall be incorporated into
this Agreement, and Borrower confirms, agrees and acknowledges that the information contained
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in this Section One is true and correct in all material respects and, to the extent that any of the
subsections contained in this Section One contain covenants or agreements of Borrower, Borrower
hereby covenants and agrees to comply with the terms therewith. Borrower further agrees to
comply with all laws and other requirements contained in the Appendices.

SECTION TWO
REPRESENTATIONS AND WARRANTIES

Borrower hereby represents and warrants, and such representations and warranties shall be
deemed to be continuing representations and warranties during the entire Term of this Agreement,
and so long as the City shall have any commitment or obligation to make any disbursements of the
Loan Proceeds hereunder, and so long as all of or any part of the City’s Loan remains unpaid and
outstanding under any Loan Document, as follows:

27, Ownership and Use of Land. Borrower holds or will hold either at the time of

Closing or as a result thereof fee simple title in and to the Land located in Houston, Harris County,
Texas, having addresses of 3903 Aledo, 3907 Aledo, and 4002 Elmwood, Houston, TX 77051 and

more particularly described on EXHIBIT “A”, subject however, to the Permitted Encumbrances

(as defined in the Deed of Trust). Borrower shall promptly disclose to the Director if Borrower has
acquired the Land from any officer, director, employee, partner, company or individual of, related

to or affiliated with Borrower.

22 Information Submitted True and Correct. The information contained in or

submitted in connection with Borrower’s application to the City for the City Loan, as amended by
further information provided and disclosed to the City, is true and correct.

27, Taxes and Assessments. There are no delinquent taxes, assessments, or other

impositions on the Land or Project, or if there are any delinquent taxes, assessments, or other
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impositions on the Land or Project, same will be paid prior to or simultaneously with Closing of
the City Loan. The Land or Project has not been subject to any special (reduced) real estate
appraisal, or abatement, exemption or deferral of ad valorem taxes in the five (5) years preceding
the Effective Date of this Agreement, unless Borrower has an effective agreement providing that
another party is liable for all liébility, accruing prior to Borrower’s acquisition of the Land or
Project, for ad valorem taxes owing as aresult of an change or revocation of such special (reduced)
real estate appraisal, or abatement, exemption or deferral of ad valorem taxes.
24 Financial Capacity.

241 The financial representations made to the City by Borrower
concerning Borrower’s financial condition are true and correct and, upon the Closing of the City
Loan, Borrower has the financial capacity to carry out their obligations under this Agreement and
the Loan Documents. If any material negative change in either Botrower’s financial condition
occurs, Borrower shall report such change to the City within five (5) business days.

242 The financial representations made to the City by Borrower and by
Guarantor to Borrower or the City concerning Guarantor’s financial condition are true and correct
and, upon the Closing of the City’s Loan, Guarantor has the financial capacity to carry out its
obligations under the Construction Completion Guaranty. If any material negative change in
Guarantor’s financial condition occurs, Borrower shall report such change to the City within five
(5) business days.

243 The Borrower and Guarantor are in good standing on all outstanding
loans and loan commitments with no defaults or negative collection actions on any current or
previous loans that City reasonably determines would adversely impact the ability of Borrower

or Guarantor to perform hereunder. Borrower and Owner have provided the City with a true and
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cotrect listing with addresses of all multifamily properties owned or managed by Borrower and/or
Owner,

2.5, Authorization. All action on the part of Borrower necessary (o authorize the
transactions contemplated by this Agreement have been taken, and upon execution of this
Agreement, this Agreen.lent shall constitute the binding and enforceable obligation of Borrower
and Owner.

26, Liens. As of the Closing Date, there are no existing or threatened liens against
the Project, and the Borrower does not know of any reason such liens may be filed or threatened
against the Project. As of the Closing Date, all payables and liabilities to parties providing goods
or services to Borrower have been paid and no payables or liabilities exist that are more than thirty
(30) days outstanding.

27 Preliminary Project Budget Contents. The Preliminary Project Budget

specifies (a) a listing of all costs necessary to (i) acquire the Land (if applicable); (ii) complete the
Project; and (iii) reach a 90% occupancy level, and (b) the sources of funding which will be used
to complete the Work and reach stabilized occupancy which will be enumerated on American
Institute of Architects (“AIA”) contract documents if required by the City and shall indicate those
items to be funded with Borrower’s equity.

248 Expertise. Borrower has engaged or will engage prior to Closing competent
persons and firms for the purpose of constructing, leasing and managing the Project.

29  Legal Existence. Borrower is a non-profit corporation, duly created and validly

existing and in good standing under the laws of the State of Texas.

270 Insurance Claims. Borrower has provided the Director with true and correct copies

of all insurance claims made or which Borrower plans to make (together with all supporting

CDBG-DR17 Small Remtal Forms (Direct Loan)
11



documentation) with respect to any damage to the Project within the last six (6) years including,
without limitation, damage to the Project resulting from Hurricane Harvey. None of the Loan
Proceeds will be used to pay for damages covered by any insurance claim or any insurance policy
including delayed or future payments anticipated under insurance policies. No portion of the Loan
Proceeds shall be utilized to satisfy any deductible under such insurance policies.

277, Access. Access by vehicles to the Land for the full utilization of the improvements
for their intended purposes either (a) exists over paved roadways that have been completed,
dedicated to the public use and accepted by the appropriate Governmental Authority, or (b) the
necessary rights-of-way for such roadways have been acquired by the appropriate Governmental
Authority and all necessary steps have been taken by Borrower, and such Governmental Authority
to assure the complete construction and installation of such roadways.

272 Conflict of Interest. Borrower does not have a conflict of interest as prohibited by
24 C.FR. § 570.611, 2 CFR. § 200.317 and 2 C.FR. § 200.318. Borrower is not and does not
have an immediate family member or business partner(s) who are, an employee, agent, consultant,
officer, elected or appointed official, subrecipient, or vendor of the City.

SECTION THREE
CONDITIONS PRECEDENT FOR CLOSING THE CITY LOAN

All of the conditions listed in this Section must be satisfied by the date of Closing of the
City’s Loan and the satisfaction of each of such conditions shall be a condition precedent to
Closing of the City Loan:

B4 Execution and Approval of Property Management Agreement, The Borrower

and the Property Manager shall have executed the Property Management Agreement which shall
have been approved by the Director. The Propexty Management Agreement will be collaterally

assigned to the City as additional security for the repayment and performance of the City Loan
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pursuant to an “Assignment of Property Management Agreement” instrument in the form set forth
in the Aftachments or in a form otherwise approved by the City Attorney. The Property
Management Agreement may be amended from time to time with the Director’s consent and shall
provide that the Property Manager may be terminated by Borrower if required by the Director,

F2 Execution and Approval of Architect’s Contract. The Borrower and the

Architect (if any) shall have executed the Architect’s Contract which shall have been approved by
the Director; the Architect’s Contract will be collaterally assigned to the City as additional security
for the repayment and performance of the City Loan pursuant to an “Assignment of Architect’s
Contract, Plans and Specifications, and Consent” instrument in the form set forth in the

Attachments or in a form otherwise approved by the City Attorney (“Assignment of Architect’s

Contract, Plans and Specifications, and Consent™).

KA Approval of Plans, Specifications, and Drawings. The Director shall have

approved the scope of the Work (attached hereto as EXHIBIT “D” Scope of Work) , any site

plans, floor plans, wall sections, architectural, structural, civil, HVAC, mechanical, electrical,
plumbing, and landscaping plans, and any other applicable drawings (collectively, the “Approved

Plans, Specifications, and Drawings”) required for the construction of the Project according to the

Approved Construction Contract, which Approved Plans, Specifications, and Drawings will also
be collaterally assigned to the City as additional security for the repayment and performance of
the City Loan pursuant to the Assignment of Architect’s Contract, Plans, Specifications, and
Consent. The Borrower shall pay the City $5,000.00 for review of the Approved Plans,

Specifications and Drawings and cost review.
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I Approval of Construction Schedule and Drawdown Schedule. The Director

shall have approved the construction schedule and drawdown schedule for the Project (collectively

referred to as the “Approved Construction Schedule”).

J.5 Funding Commitments. 'The sum of the City Loan, commitments for the
Other Financings (if any), deferred developer fee, Net Operating Income, and any equity
contributions for the Project shall be in at least the amount required to acquire the Land (if
applicable), complete construction of the Project and allow operation of the Project in accordance
with the Approved Final Operating Budget and the Approved Final Project Budget, according to
the Approved Final Plans, Specifications and Drawings and the Approved Construction Contract.
Borrower shall disclose any changes in the commitments for Other Financings and/or any changes
in any equity contributions to the Project to the City as soon as practical, but in any event no later
than five (5) business days after knowledge of such changes. The City’s funding shall be subject
to funding of all Other Financings in the order specified in the Approved Construction Schedule.

26 Approval of Financing Documents. The Director shall have approved the

documents evidencing the Other Financings, if any.

327 Priority of City’s Restrictive Covenants and Declaration of Subordination. The

City’s Restrictive Covenants, once recorded in the Official Public Records of Real Property of
Harris County, Texas shall have priority over any and all liens proposed to evidence or secure any
Other Financings (including without limitation, any refinancings or refundings thereof subsequent
to the Closing Date). Such priority shall be evidenced pursuant to the Declaration of
Subordination, if applicable, executed by the City, Borrower and/or any other lender or person

providing any Other Financing to Borrower and filed for record in the Official Public Records of
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Real Property, Harris County, Texas, on the Closing Date, in the form set forth in the Attachment

“H” or in a form otherwise approved by the City Attorney (the “Declaration of Subordination”).

8 Reserved.
29 Final Budgets.
JI.7. Approved Final Operating Budget. The Director shall have

approved a detailed operating budget (“Approved Final Operating Budget”) for the Project. The
Approved Final Operating Budget shall include a cash flow projection of all Project related
income, expenses, debt service on all debt encumbering the Project, reserves for replacements of
capital items, and any other costs associated with the operation of the Project for the period
commencing with the initial leasing of the units within the Project and on an annual basis
thereafter through the entire Affordability Period in a form as the Director may require. A
proforma projection (and rent roll for existing, operational properties) specifying the unit type
(e.g., 1 bedroom/1 bath, 2 bedroony/2 bath), the square footage of the units, and projected monthly
rental rate shall also be provided to the Director prior to Closing.

J92 Approved Final Project Budget and Approved Final Construction

Budget. The Director shall have approved a detailed budget (“Approved Final Project Budget”)

for the Project which shall not vary from the Preliminary Project Budget unless such variance is
approved in writing by the Director. The Approved Final Project Budget shall include the
acquisition costs (if applicable), the architectural and design costs, the approved final
Construction Budget which shall include all costs to construct the Work and any other

construction costs for the Project (“Approved Final Construction Budget™) and all other costs

necessary to complete the Project per the Approved Plans, Specifications, and Drawings and

Approved Construction Contract. The Approved Final Project Budget and the Approved Final
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Construction Budget shall be in such forms as the Director may require and shall be in sufficient
detail to permit the City to effectively and adequately monitor the use of the Loan Proceeds for
the payment of costs pursuant to the Approved Construction Schedule to ensure that Loan
Proceeds are expended only for costs eligible under applicable GLO, CDBG and other applicable
federal regulations. A hard cost contingency of 5% and a soft cost contingency of 5% of soft
costs are required in the Approved Final Construction Budget, and the City reserves the right to
require additional contingencies. Subsequent to the Closing, any changes to the Approved Final
Project Budget or the Approved Final Construction Budget must be approved in writing by the
Director, such approval not to be unreasonably withheld. If required by the City, Borrower, at
Borrower’s expense, shall engage appropriate third party inspectors acceptable to the Director, in
his or her sole discretion, or alternatively, the City, may utilize its own internal or external
inspectors (collectively, “Approved Inspectors”) to verify the budgets submitted to the Director
for approval under this Section, to report to the Director on the adequacy and reasonableness of
the amounts set forth in such budgets to complete the Project and the Work according to the Plans,
Specifications and Drawings and to verify that all draws under the Approved Final Construction
Budget conform with such budget, that all labor and material for which disbursement is requested
have gone into the Project in accordance with the Plans, Specifications and Drawings and that the
remaining undisbursed portion of the City Loan and Other Financings (if any) are adequate to
complete the Work and the Project The Borrower’s agreement with any Approved Inspectors
engaged by Borrower shall provide that the City is entitled to rely on the Approved Inspector’s
Reports and that the reports shall be addressed to the City. The City may charge and Borrower
shall pay $1,000.00 a month for construction inspections or review throughout the construction

period.
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210, Construction Contract and Related Matters.

R/ Approved Construction Contract. Borrower and Contractor (and

Contractor and its prime subcontractor) shall have executed the Construction Contract approved

2

by the Director (“Approved Construction Contract”), which Approved Construction Contract will
be collaterally assigned to the City as additional security for the City Loan pursuant to an
“Assignment of Construction Contract” instrument in the form set forth in the Attachments or in

a form otherwise approved by the City Attorney (“Assignment of Construction Contract”). The

Approved Construction Contract shall be a fixed price/stipulated sum or guaranteed maximum
price contract which shall be consistent with the Approved Final Construction Budget. Fees,
overhead and general conditions of the Contractor shall be indicated as a fixed dollar amount
which shall be determined in a manner that does not exceed amounts that are commercially
customary and reasonable for similar affordable rental development projects.

J102 Bonds. Contractor shall furnish (a) a performance bond, with dual
obligee rider naming the City as an additional beneficiary, for the full amount of the construction

or rehabilitation price (“Performance Bond”); (b) a maintenance bond to secure the Defects

Warranty (“Maintenance Bond™); and (c) a statutory payment bond (“Payment Bond”). The
surety upon any required bond must be on the current list, published by the United States Treasury
Department, of acceptable sureties for federal bonds and must have an AM best rating of “A” or
better, The form of the Performance Bond, Maintenance Bond, and Payment Bond shall be as set
forth in the Attachments or in other forms approved by the City Attorney. The Performance Bond,
Maintenance Bonds and Payment Bond must be approved by the City attorney in its sole

discretion.
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JL03 “Defects Warranty”, Borrower will cause Contractor to expressly

and unconditionally agree to warrant and guarantee (“Defects Warranty”) for a period of one (1)
year any and all work performed or materials supplied to be free of defects, omissions,
unsoundness or flaws, by executing the Maintenance Bond in the form set forth in the
Attachments or in other form approved by the Director. The one (1) year period shall commence
on the date of issuance of the Certificate of Completion. The Defects Warranty shall include any
condition which may impair or tend to impair the safe and normal use, functioning or enjoyment
of the Project and which results in any manner from any and all labor and/or materials used or
supplied under the Approved Construction Contract whether or not the materials or equipment
are guaranteed by the manufacturer or supplier. The Defects Warranty shall not be construed to
limit or in any way modify any warranties or guarantees placed upon any materials, appliances,
fixtures or devices by their manufacturers, or any components for which a longer period of
warranty is required in the Approved Construction Contract. The Maintenance Bond shall provide
that the Borrower, or Contractor for the benefit of Borrower, shall obtain all manufacturers’ and
suppliers’ written guarantees, warranties and operating instructions covering materials and
equipment furnished under the Approved Construction Contract together with any documentation
required for validation of such guarantees and warranties.

RYIA Lobbying. On or before the Closing of the City’s Loan, Borrower and
Contractor shall each submit to the Director a signed Certificate Regarding Lobbying in the form
set forth in the Attachments (or in the form in effect at the time the Certificate is required to be
submitted to the Director).

F72 Appraisal. The Borrower, at Borrower’s sole cost and expense, shall obtain

an appraisal of the value of the fee interest in the Project, which appraisal shall meet the definition
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of an appraisal under the URA at 49 CF.R. § 24.2(a) (3), which shall be done in accordance with
the requirements of the URA at 49 C.F.R. § 24.103, and which shall comply with the Appraisal
Requirements (“Appraisal Requirements”) in the Appendices. The appraisal shall be acceptable
to the Director, shall be prepared by a qualified appraiser approved by the City and certified to the
City.

R4 Survey. The Director shall have approved a current survey (“Survey”) of the

Land complying with the “Survey Requirements” (“Survey Requirements”) in the Appendices and

showing, among other things detailed in the Survey Requirements, that none of the improvements
located within the Project are within an identified (shaded) special flood hazard area (including
without limitation, the 100-year flood hazard area).

VLA Title Commitments; Insured Closing Service Letters.

RYL A City’s Loan Title Policy. The Title Company shall issue at

Borrower’s or Owner’s expense, in substance approved by the Director, a Commitment to issue

to the City a Loan Policy of Title Insurance (“City’s Loan Title Policy”) in the amount of the

City's Loan naming the City as Insured, insuring the second lien priority of the liens securing the
City’s Loan, subject only to:
(N the City’s Restrictive Covenants; and
(2)  Schedule B Exceptions approved by the Director, in his or her sole
discretion.
3142 Deletion of the Arbitration Provisions. The arbitration provisions
of the City's Loan Title Policy shall be endorsed as deleted.
RV R Insured Closing Service Letter. The Title Insurer (as defined in

Section 4.4) shall have issued the City an “insured closing service letter” relating to the closing
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of the City’s Loan and such insured closing service letter shall be in effect as of the time of the
closing of the City’s Loan.

275 Environmental.

FL5. 1 Director’s Approval. The Director shall have approved a “Phase I”
(or “Phase II”, if the Director has required) environmental site assessment (and any updates
thereto) (the “Environmental Site Assessment™) and the Environmental Review (as defined
herein). The Environmental Site Assessment shall be performed by a qualified environmental
services firm, furnished to the Director by the Borrower, at the Borrower’s expense, in
compliance with and prepared in accordance with standards adopted and promulgated by the
American Society of Testing and Materials (ASTM), accompanied by a reliance letter submitted
by the issuer of such Environmental Site Assessment for the benefit of the City. The required
Environmental Site Assessment must show, among other things that the Project is not in a
“Coastal Barrier Resource System unit”, as such term is defined in the Coastal Barrier Resources
Act (CBRA) of 1982, as amended by the Coastal Barrier Improvement Act of 1990 (16 U.S.C. §
3501), as amended, or in a runway clear zone; there is no lead-based paint and asbestos containing
materials within the Project; and identify any “Special Flood Hazard Area”, as such term is
defined and designated by the Federal Emergency Management Agency (“FEMA”). The
Environmental Site Assessment must be dated within six (6) months of Closing or if this
timeframe is exceeded, an assessment which is less than twelve (12) months old may be updated
by the original issuer if the update report is issued within six (6) months prior to Closing and an
update is acceptable to the City’s in-house environmental risk manager.

JL52 Environmental _Indemnity Agreement.  Borrower shall have

executed and delivered an “Environmental Indemnity Agreement” in favor of the City (the

CDBG-DR 17 Small Rental Forms (Direct Loan)

20



“Environmental Indemnity Agreement”) in the form set forth in the Attachments or on another
form approved by the City Attorney.

FA5.3. Flood Plains. The Project may not be located in a Special Flood
Hazard Area (including, without limitation, the 100 - year flood hazard area) unless the Project
complies with Chapter 19 (Floodplain) of the City of Houston, Texas, Code of Ordinances and
24 C.F.R. Part 55 and such location is approved by HUD, which approval may be obtained
through and included in the writlen “release of funds” authorization from HUD, as further

described in Section Five, Paragraph 5.4.

210 Reserved.
J17 Market and Feasibility Study., Borrower and Borrower's sole cost and

expense shall obtain a market and feasibility study for the Project prepared by a market consultant
approved by the Director and shali be in form and content acceptable to the Director.

J18. Cost Reasonableness Analysis: Property Condition Assessment. Borrower

shall have provided the Director with a Cost Reasonableness Analysis, and if rehabilitation or
reconstruction of the Project is contemplated, a Property Condition Assessment, which shall both
(if applicable) be in form and content acceptable to the Director, prepared by an architect or
engineer acceptable to the Director at Borrower’s expense, in compliance with and prepared in

accordance with standards set forth in APPENDIX 10 and those other standards which may be

required by the Director. The Director may rely on the Cost Reasonableness Analysis and the
Property Condition Assessment (if applicable) provided to another lender if the City is a named
recipient of such reports.

228 Tenant Selection Policy. With respect to the Units, Borrower shall adopt

written tenant selection policies and criteria reasonably acceptable to the Director (“Ienant
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Selection Policy”). Borrower’s written tenant selection policy must be submitted and approved by

the Director prior to Closing.

220, Affirmative Marketing Plan. The City will use affirmative marketing efforts,

which will include development of an “Affirmative Marketing and Outreach Plan” based on HUD
regulations to ensure the Project is affirmatively marketed to the public at large. The Affirmative
Marketing and Outreach Plan shall ensure that outreach and communication efforts reach eligible
LMI Persons from all racial, ethnic, national origin, religious, familial status, disability, and gender
groups.

227 UCC Search. Borrower shall provide the City with a UCC search dated no sooner
than thirty (30) days prior to Closing indicating that the Project is free and clear from any security
interests and other liens (or will be at Closing).

322 Purchase Agreement. Borrower shall provide City with a copy of the Purchase
Agreement for the Project.

227 Entity Documentation. Borrower shall provide City with copies of (1) Borrower’s

oxccuted Partnership Agreement, if applicable, together with all notes, guarantees and other
instruments and agreements issued pursuant thereto; (ii) all corporate and company documents for
Borrower, Borrower’s general partner or managing member, as applicable, and any Guarantor; and
(iii) evidence of Borrower’s, Borrower’s general partner or managing member, as applicable, and
each Guarantor’s due formation, organization, good standing, existence and authorization to enter
into this Loan Agreement and the related Loan Documents (collectively, the “Entity
Documentation”).

724, Utility Letters. Borrower shall provide the City will utility letters (“Utility Letters”)

from the appropriate utility providers evidencing that the Project has access to public water, sanitary
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and storm sewer, electricity, gas and other required utilities in quantities sufficient for the successful
operation of the Project and which utilities shall enter the Project through adjoining streets or in
accordance with recorded easements across private lands.

725 Contracts. Borrower shall provide the City with all operating agreements,
franchise agreements, or other contractual arrangements affecting the operation of the Project which
the City, at its discretion, may require be assigned to the City together with an acknowledgement of
the assignment by the counterparties thereto.

326, Execution and Approval of Construction Project Mana ement Agreenent. If the

Director requires the Borrower to retain the services of a Construction Project Manager, the
Borrower and the Construction Project Manager shall have executed the Construction Project
Management Agreement which shall have been approved by the Director; the Construction Project
Management Agreement will be collaterally assigned to the City as additional security for the
repayment and performance of the City Loan pursuant to an “Assignment of Construction Project
Manager’s Agreement” instrument in the form set forth in the Attachments or in a form otherwise
approved by the City Attorney (“Assignment of Construction Project Management Agreement”).

SECTION FOUR
CLOSING

In addition to all of the conditions listed in Section Three being satisfied as conditions
precedent to closing of the City Loan, the City shall not be obligated to close the City Loan unless
the following requirements are satisfied:

47, Delivery and Execution of Documents. Borrower and Guarantor as the case may
be, must, concurrently with closing of the City’s Loan, execute, or cause to be executed as

applicable, and deliver to the City, together with any other documents, certificates, affidavits,
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policies and other deliverables required hereunder or under any of the Appendices hereto or

otherwise reasonably required by the City including, but not limited to, the following:

L.
2.

10.
11.
12.
13.

14.

15.

16.
17.
18.

the Botrower’s Note;

the Deed of Trust;

the Financing Statements;

the City’s Restrictive Covenants;

the Assignment of Construction Contract;

the Assignment of Architect’s Contract, Plans and Specifications, and
Consent;

[the Assignment of Construction Project Management Agreement if
required];

the Assignment of Property Management Agreement

this Agreement;

the Environmental Indemnity Agreement;

the Construction Completion Guaranty executed by Guarantor;
the Certification regarding Lobbying;

the Affidavit of Use of Funds on the form required by the Director stating
that the Loan Proceeds will be used by Borrower and Owner only for the
purposes set forth in the Loan Agreement;

the Affidavit of No Commissions on the form required by the Director
stating that as of Closing no commissions, fees or other payments of any
kind have been made to Borrower, any general or limited partner of
Borrower, or employee of Borrower, or any company or individual related
to or affiliatecd with Borrower;

the Certification Regarding Debarment, Suspension and Other
Responsibility Matters;

a copy of the fully executed Approved Construction Contract;
a copy of the fully executed Architect’s Contract;

a copy of the fully executed Property Management Agreement;
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19.

20.

21,
22.
23.

24.

25.
26.

217.

28.
29.

30.

3L

32.
33.

34,

a copy of the fully executed documents evidencing, guaranteeing, securing
or otherwise pertaining to any of the Other Financings;

a copy of the fully executed Construction Project Management Agreement
(if any);

a copy of the Approved Plans, Specifications and Drawings for the Project;
a copy of the Approved Construction Schedule;

a copy of the Approved Final Operating Budget including a rent roll or
proforma projection;

a copy of the Approved Final Project Budget (including the Approved Final
Construction Budget)

an Appraisal of the Project meeting the Appraisal Requirements;
a Survey of the Land meeting the Survey Requirements;

certificates or policies of the Borrower’s insurance required by this
Agreement or by the Deed of Trust, including flood insurance when
required pursuant to all applicable federal, state, and local laws, rules,
regulations and ordinances including, without limitation the National Flood
Insurance Act of 1968, as amended, the National Flood Insurance Act of
1968 or the Flood Disaster Act of 1973, as amended, and the National Flood
Insurance Reform Act of 1994, as amended, Chapter 19 (Floodplain) of the
City of Houston, Texas, Code of Ordinances or as otherwise required by
HUD, City ordinance or the Director;

the (i) Payment, (ii) Performance, and (iii) Maintenance Bonds;

the City’s Loan Title Policy, a Proforma Loan Title Policy, or a
Commitment to issue the same, dated as of the Closing Date, in conformity
with the requirements of this Agreement and the Insured Closing Letter
together with UCC Search;

evidence that all premiums in respect of such Title Insurance Policies have
been paid;

Proof of compliance with Multifamily Relocation requirements, if
applicable;

Market and Feasibility Study
Cost Reasonableness Analysis;

Property Condition Assessment (if applicable);
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35.

36.

37.

38.
39.
40.
41,
42.
43.

44,

Resolutions of Borrower authorizing the City Loan or other evidence
satisfactory to the Director that Borrower has authority to enter into the
transactions contemplated by this Agreement in a form acceptable to the
City Attorney (“Borrower’s Resolutions™);

Resolutions of Guarantor authorizing the Guaranty or other evidence
satisfactory to the Director that Guarantor has authority to enter into the
Guaranty in a form acceptable to the City Aftorney (“Owner’s
Resolutions™);

legal opinion(s) of counsel for Borrower and Guarantor(s) addressing,
without limitation the authority of the parties signing this agreement and the
closing documents on behalf of the Borrower and the Guarantor(s) and as
to the enforceability of such documents in a form acceptable to the City
Attorney (“Borrower’s Counsel’s Opinion”);

the Owner’s Affirmative Fair Housing Marketing Plan;

the Tenant Selection Policy;

the Certificate of Satisfaction of Closing Conditions;

the Entity Documentation and Owner’s Partnership Agreement;
Utility Letters;

all other financing and recordable documents required by other lenders and
TDHCA, as applicable; and

such other information and documentation which may be required by the
Director to evidence Borrower’s satisfaction of the conditions required by
the City to close the City Loan.

Items 1-18, 22-23, 32-34, 40-42, and 44 listed above must be in form and substance acceptable to

the Director and the City Attorney, in their sole discretion. Items 19-21,24-31,35-39 and 43 must

be in form and substance acceptable to the Director, in his or her sole discretion. In addition, as a

condition of Closing, the City must have obtained environmental clearance and authorization to

release funds as further described in Section Five, Paragraph 5.4 herein. The City has the right to

also require the assignment of any contracts with respect to the operation of the Project and the

acknowledgement of such assignment by the counterparties thersto.
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42 Waiver_of Conditions; Additional Conditions. The Director may, by written

instrument, waive any of the conditions or requirements set forth in this Agreement as a condition
precedent to or a requirement of closing of the City’s Loan, provided that waiver of any condition
or requirement shall not operate as a waiver of the City’s right to enforce any other condition or
requirement set forth in this Agreement. In addition, the written consent of the City Attorney shall
be required for the waiver of any legal requirement of the Loan Documents, The Director may
impose such additional conditions to, or requirements of, Closing of the City Loan as are necessary
under the circumstances or are otherwise customary in connection with the CDBG-DR 17 Program
or other Federal guidelines or regulations.

43  Escrow at Title Company. All or any part of the sums to be funded by the City

pursuant to this Agreement may be disbursed to a title company or mortgage servicer approved by
the Director, to be held in escrow for subsequent disbursement to Borrower and other authorized
payees or for return to the City pursuant to the terms and conditions of this Agreement. Upon
receipt of a payment or disbursement request from the City’s Housing and Community
Development Department, the Controller of the City is authorized to issue a check or watrant made
payable to the order of the designated title company or mortgage servicer pursuant to this
paragraph and to fund the obligations of the City under this Agreement.

44  Closing of City’s Loan At Title Company. The closing of the City's Loan shall
oceur at a title company approved by the Director (“Title Company”). In no event will the City’s
Loan be closed by a “fee attorney” or escrow officer who is not a full-time employee of the Title
Company or Title Insurer who will “close the transaction”. The Director reserves the right to
require a representative of the Borrower with authority to execute the Loan Documents will

personally attend Closing at the office of the Title Company in Houston, Texas.
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45  Closing Deadline. Notwithstanding anything contained in this Agreement to the

contrary, Borrower shall cause all conditions precedent to Closing to be satisfied on or before the

30™ day after City Council approval of the Loan Documents (the “Outside Closing Date”). Unless
Closing occurs on or before the Outside Closing Date (unless the Director, in his sole and absolute
discretion, consents to an extension of the Outside Closing Date), the Director may, without
providing prior notice, terminate this agreement by written notice to Borrower, in which event the
City’s obligations hereunder shall automatically cease and be of no further effect.

4.6  City Expenses. Borrower shall pay all third-party expenses incurred by the City
whether or whether not the Loan closes including, without limitation, any expenses incurred by

the City for outside counsel (up to a maximum of $20,000.00).

SECTION FIVE
CITY AND FEDERAL FUNDING LIMITATIONS

5.1  Dependency Upon Federal Funding. Borrower understands that the availability

of the Loan Proceeds is dependent upon federal and state funding. Unless and until the City
receives adequate funds from GLO, the City shall have no obligation to Borrower under this
Agreement. In the event that the funds received by the City under the CDBG-DR17 Program are
insufficient to meet the City’s prior commitments, the Director may reallocate all or a portion of
the funds that are budgeted for this Agreement.

5.2 No_Liability _for Interruption_of Funding. In the event that GLO or other

applicable governmental agency (for whatever reason) instructs the City to cease funding of the
Loan, the City may do so without obligation to Borrower and without being liable to Borrower or
Owner for any damages Borrower may incur as a result of such cessation in funding. The City
shall give Borrower written notice of such instructions promptly upon receiving such instruction,

at which time, any and all of the City’s obligations under this Agreement or any of the Loan
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Documents shall cease. In furtherance of the foregoing, in the event that the City provides
Borrower with notice of interruption as contemplated in this Section Five, Borrower shall execute
any releases or other documents or agreements that the City determines necessary to enable the
City to reallocate all or a portion of funds that are available pursuant to this Agreement that have
not been funded to Borrower.

5.3 OQriginal Allocation. In order to comply with Article I1, Sections 19 and 19a of the
City’s Charter and Article XI, Section 5 of the Texas Constitution, the City has (in addition to prior
appropriations and allocations) appropriated and allocated the Loan Amount to be used, in part or
in whole, to discharge its duties, if any, to provide money under this Agreement.

5.4  Environmental Clearance and Release of Funds. Notwithstanding any provision

of this Agreement, the parties hereto agree and acknowledge that this Agreement does not
constitute the City’s commitment of funds or site approval, and that such commitment of funds
and site approval may occur only upon satisfactory completion of the Environmental Review and
receipt by the City of a written “release of funds” authorization from HUD (Authority to Use Grant
Funds, form HUD-7015.16 or successos form) under 24 C.F.R. Part 58 and Executive Order 11988
and any Environmental Mitigation required therein. The parties further agree that if the City is to
provide any funds to the Borrower in connection with the Project, such disbursement is conditioned
on the City’s determination to proceed with, modify, or cancel the City’s Loan based on the results
of a subsequent environmental review of the Land and the improvements thereon.

5.5  City Council Approval Required. This Agreement is subject to the approval of the
City Council which may occur before the city receives the Authority to Use Grant Funds, as further

described above. Unless the City receives such Authority to Use Grant Funds, the City has no
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obligation to Borrower under this Agreement, this Agreement shall have no force and effect, and

the City shall not disburse any portion of the City Loan.

SECTION SIX
COVENANTS OF BORROWER

Borrower and Owner agree as follows:

6.1 Use of Proceeds; Order of Funding and_ Disbursement; Reimbursement o

Funds.

6.1.1 Use of Proceeds. Borrower shall use the proceeds of the City Loan only

for hard construction or other allowable costs, acquisition costs, relocation expenses and work
performed that is eligible for payment under the regulations applicable to the City Loan. No portion
of the City Loan will be used to pay for damages to the extent covered and paid for by any FEMA
reimbursement, U.S. Small Business Administration (SBA) assistance, or any insurance policy
including delayed or future payments anticipated under any insurance policy.

6.1.2 Reserved.

6.1.3 Reimbursement to City. Borrower agrees that it will reimburse the City in
a sum equivalent to the amount of disallowed expenditures in the event that GLO or other
applicable state or federal agency, through audit exception or other action, determines that
Borrower’s expenditure of funds loaned to it under this Agreement for the Project was not made
in compliance with this Agreement (including without limitation, for the purposes set forth in

Section Six, Paragraph 6.1.1 hereof) or Applicable Law. Notwithstanding anything to the contrary,

this provision shall survive the end of the term of this Agreement.

6.2 Construction Matters.
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6.2.1 Commencement and_Completion of Work; Change Orders, No Work

shall commence on the Project prior to the Closing of the City’s Loan. Borrower shall cause Work
to begin within one (1) month(s) after the Closing of the City’s Loan, but the City shall have no
obligation to fund any portion of the Loan Proceeds until the issuance of all City authorizations
and required permits, including without limitation the Notice to Proceed to be issued by the City.
Borrower shall complete the Work in accordance with the Approved Construction Schedule butin
no case later than the earlier of (i) twenty-four (24) months after the Closing of the City’s Loan or
(ii) the expiration date of the GLO Contract, time being of the essence (the “Approved

Construction Period”). Any changes to the Approved Construction Schedule, Approved

Construction Contract, Approved Construction Period, or the Approved Plans, Specifications, and
Drawings must be submitted and approved in writing by the Director. Subject to waiver by the
Director, Borrower shall not be entitled to receive any disbursements of the City Loan after the
expiration of the Approved Construction Period.

6.2.2 Good and Workmanlike Manner; Engagement of Experts. Borrower shall

perform or cause to be performed, the Work in a good and workmanlike manner and in accordance
with the Approved Plans, Specifications and Drawings, the Approved Construction Schedule, the
Approved Final Construction Budget and the Approved Construction Contract. Borrower shall
engage competent persons and firms for the purpose of constructing, leasing and managing the
Project.

6.2.3 Compliance with Approved Construction Contract and _Approved

Construction_Project Management Agreement.  Borrower shall fully and timely perform

Borrower’s obligations under the Approved Construction Contract and/or the Approved

Construction Project Management Agreement.
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6.2.4 Written Agreements With Subcontractors. Borrower shall cause

Contractor to enter into written agreements with each Subcontractor who does work on or delivers
materials to the Project. These subcontracts shall be subject to review and approval by the
Director; to the extent that the Director requires, subcontractors shall be required to execute
assignment and subordination of liens in favor of the City.

6.2.5 Construction Contract Requirements. The Approved Construction

Contract and any other written agreements with contractors, subcontractors, or suppliers

(collectively, for “Construction Contracts”) shall contain the requirements set forth in the

Appendices attached hereto under the title “Construction Contract Requirements” (collectively,

the “Construction Contract Requirements™) and Borrower shall comply with the Construction and

Supply Contract Requirements.

6.2.6 Borrower’s Insurance Requirements. Borrower shall cause its contractors
to maintain insurance with waiver of subrogation against the City, its predecessors, successors,
assigns, legal representatives, and its former, present and future agents, employees and officers
(the foregoing are collectively referred to herein as “City”) and, except with respect to workmen’s
compensation, shall name the City as an additional insured party. The amounts, types, and other
specifications of such insurance are described in the “Insurance Requirements” pages of the
Appendices (although the Appendices contain the Insurance Requirements as of the Effective Date
of this Agreement, the version of Insurance Requirements in effect for the City’s General
Conditions of Construction Contract at the date of Closing of the City’s Loan shall supersede the
requirements set forth in the Appendices during the Approved Construction Period).

6.2.7 Debarment, etc. No contractor or subcontractor shall be employed who is

debarred or suspended by the City’s Housing and Community Development Department, TDHCA,
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GLO, HUD, or any other federal, state or local governmental agency or program. The Debarment
form included in the Appendices (or the Debarment form in effect at the time the form is required
to be submitted to the Director) shall be furnished to the Director on or before the execution of this
Agreement

6.3  Reserved.

6.4  Reserved.

6.5  Reserved,

6.6  Inspections; Corrective Action,

6.6.1 During construction, the Work shall be subject to inspection by the City,
GLO or at the City’s option, any Approved Inspectors, Until Project Completion, in connection
with every requested draw on the City Loan, Borrower shall provide the Director with an
inspection report in form and substance acceptable to Director from the Approved Inspectors
meeting the requirements of Section Three, Paragraph 3.9.2.

6.6.2 Borrower agrees to promptly make any corrections or modifications to the
Work as requested by the Director to cause the Work to comply with the terms of this Agreement,
the inspection reports from the Approved Inspectors, the Approved Plans, Specifications and
Drawings, the Approved Construction Schedule, and any applicable GLO requirements.

6.6.3 After the Certificate of Completion is issued and throughout the entirety of
the Affordability Period, the City and/or GLO shall have the right to inspect or have the Project
inspected by Approved Inspectors to ensure compliance with Applicable Law, this Agreement, the
Restrictive Covenants and the other Loan Documents.

6.6.4 With respect to all of the City’s and GLO's inspection rights (1) the City,

GLO, Approved Inspectors and the City’s authorized agents and independent contractors, and
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others acting on its behalf, shall have access to the Project at reasonable times for purpose of
monthly inspections; (2) each new or renewal lease of a unit within the Project shall include a
clause that permits the City’s Approved Inspectors and GLO access to inspect units at reasonable
times (except in an emergency, when the inspection may be at any time); (3) neither the City nor
GLO shall incur any liability to Borrower or any tenants as a result of such inspections; (4) the
City does not guarantee the Work of the Contractor or any Subcontractor and the City shall not be
liable in the event of the Contractor’s or any Subcontractors’ default, or for any damages caused
by the Contractor, any Subcontractors, or their employees or agents.

6.6.5 Unless otherwise agreed or limited by the Director, Borrower shall provide
the Director with copies of any and all reports (of any nature) provided to or prepared by (or for)
any other lender.

6.7  Reserved,

6.8

6.8.1 The Director has determined that all Units for the Project covered by this
Agreement shall be rent restricted, targeting LMI Persons during the Affordability Period.

6.8.2 Reserved.

6.8.3 With respect to the Units, Borrower shall comply with the following rent
and income requirements determined in accordance with the Restrictive Covenants (collectively,

the “Affordability Requirements”):

(a) Each of the Units shall be rented or be available for rent only to the
City’s LMI Persons, being those households, whose gross income
does not exceed eighty percent (80%) of the Area Median Income
(“AMI”), as determined by HUD.

(b)  Units shall be rent restricted based upon the following criteria:

(1) Two (2) of the Units shall be restricted to households at rents
that do not exceed thirty percent (30%) of AML
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(2) Two (2) of the Units shall be restricted to households at rents
that do not exceed fifty percent (50%) of AML

(3) One (1) of the Units shall be restricted to households at rents
that do not exceed sixty percent (60%) of AML

(4) One (1) of the Units shall be restricted to households at rents
that do not exceed eighty percent (80%) of AML

(c) Rent. The rental amount for each Unit shall not exceed the
applicable maximum rental limitations published annually by HUD
for the low-income housing tax credit program, adjusted for unit size
and applicable to the City, as such rental limitation is further
described at 26 U.S.C. §§ 42(g)(2)(A) and (B)

Rents will be based on IRS Section 42(i)(3)(A) housing tax credit
(HTC) rent and income limits for HUD sourced Extremely Low
Income (30%), Very Low Income (50%) and Low Income (60% and

80%) limits.

6.8.4 Reserved.

6.8.5 1f the income of the tenant family occupying a Unit increases above the
threshold eligible AMI level as provided for in this Agreement and in the Restrictive Covenants,
then the next available Unit at the Project must be set aside for an eligible family meeting the AMI

criteria of the prior Unit that increased above the eligible AMI Jevel.

6.9 Annual Reevaluation of Rents. For purposes of monitoring compliance with the

Affordability Requirements, Borrower shall prior to the occupancy of any tenant in a Unit and
thereafter annually, submit to the Director for his approval, the rents proposed to be charged by
Borrower for the coming year for Units and the monthly allowances proposed by Borrower for the
coming year for utilities and services to be paid by the tenant. In connection with Borrower’s
annual submission of proposed rents, Borrower shall reexamine the income of each tenant family
living in a Unit. Borrower shall calculate the maximum monthly rent in accordance with the
Affordability Requirements, and such maximum monthly rent shall be reviewed and approved by

the Director prior to the date that such rent becomes effective (“Approved Rents™). Any increase
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in the Approved Rents for Units is subject to the provisions of the leases, in any event, and
Borrower shall provide tenants not less than thirty (30) days prior written notice before
implementing any increase in Approved Rents,

6.10 Compliance With Property Standards.  Borrower shall, throughout the

Affordability Period, maintain the Project in good condition and repair, ordinary wear and tear
excepted, in accordance with the Minimum Property Standards. City shall have the right to inspect
the Project from time to time to ensure compliance with such requirements and may require
Borrower to make any necessary repairs to comply with such requirements in a reasonable period
of time; provided, however, any repairs to correct a dangerous condition or imminent hazard shall
be commenced immediately upon notice of such dangerous condition or imminent hazard and
prosecuted diligently to completion.

6.11 Tenant Lease Requirements. Prior to the date that Borrower enters into any new
or renewal leases for Units, the Director shall approve a form lease that shall be used for occupancy
of the Units. Borrower shall not make any modifications to such form lease without the Director’s
prior written approval. Borrower shall enter into leases in such approved form with each tenant of
a Unit. The term of each lease of a Unit shall not be less than one year unless Borrower and the
tenant mutually agree otherwise,

6.12 Reserved.

6.13 Tenant Selection Policy; Marketing. Borrower shall comply at all times with the

approved Tenant Selection Policy and shall not amend the Tenant Selection Policy without the
prior written approval of the Director.

6.13.1 Reserved.

CDBG-DR17 Small Rental Forms {Direct Loan)



6.13.2 Borrower shall not refuse to lease a Unit to a prospective tenant because of
the status of the prospective tenant as a holder of a certificate of family participation, rental
voucher, or comparable tenant-based assistance document under any federal or state assistance
program (unless such rental is in conflict with other applicable federal or state requirements).

6.14 Use of Project. During the term of the Affordability Period, the Units shall be used
solely for the purpose of providing housing for the City’s LMI Persons in accordance with the
provisions of this Agreement, and for no other purpose. Borrower shall list the Project on the
Houston Housing Authority’s (“HHA”) landlords list and shall notify HHA that the Units are

available for affordable housing.

6.15.1 Borrower shall follow the recordkeeping requirements set forth in this
Agreement or required by the Director, including to establish and maintain such records as may
be necessary to facilitate review and audit by City representatives (including without limitation the

Director and City Controller) (collectively, the “City Representatives™) or GLO or HUD of the

City Loan in connection with the CDBG Regulations under 24 C.FR. § 570492 and 24 CF.R. §
570.493. The City Representatives, GLO and/or HUD or any of their authorized representatives
shall have the right to audit Borrower’s books and records and compliance with this Agreement
upon reasonable notice to Borrower, as applicable. If such books and records are located outside
of Harris County, Texas, Borrower agrees to make them available in Harris County, Texas.
6.15.2 Borrower shall provide to the Director: (a) quarterly balance sheets and
operating statements not later than the 30" day of the month following the calendar quarter to
which the statements relate; (b) monthly rent rolls for the Project not later than the 10" day of the

following month which contain at a minimum the following information (or other information as
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the Director may from time to time require) which cotrectly reflects, as of the first of each month,
for each Unit: the unit number, the number of bedrooms, the tenant name, the effective lease date,
the monthly rent and the unit status (i.e., LMI); (c) financial statements (balance sheet and
operating statements) of Borrower, in a form acceptable to the Director, within 120 days (for
unaudited statements) and six months (for audited statements) following the close of Borrower’s
respective fiscal years, and (d) prior to the termination of the Construction Completion Guaranty,
annual financial statement (balance sheet and income/operating statement) within 120 days (for
unaudited statements) and six months (for audited statements) following the close of Guarantors’
fiscal year. The annual financial statements of Borrower and Guarantor shall be audited by an
independent certified public accountant upon the request of the Director. If the Director or City
Controller requires, Borrower shall provide such reports at different intervals.

6.15.3 Using the Monitoring Forms or other forms from time to time established
for use by the Director for monitoring purposes of the Loan Proceeds or to document Borrower’s
compliance with the requirements of this Agreement, Borrower shall provide the Director with all
monthly, quarterly or annual compliance reports as the Director requests.

6.15.4 The City shall have ownership of all information, including reports and data,
prepared or assembled by Borrower for purposes of meeting CDBG-DR 17 Program requirements
and the contractual requirements of this Agreement; provided, however, Borrower may provide
copies of such information to third parties.

6.15.5 Bortrower shall, upon the request of the Director, make available to the City
at the location of the Project (or at another location in Houston, Texas) all records, reports and
other information and data maintained by Borrower relating to the Project, and shall cooperate

with the City in connection with the City’s review of such records and monitoring of the Project.
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6.15.6 Borrower shall maintain all records and other information relating to the
Project for a period of not less than five (5) years following the expiration of the Affordability
Period.

6.15.7 Borrower shall pay an annual monitoring compliance fee to the City in the

amount of $210.00 ($30.00 per restricted unit) which amount shall be subject to change annually.

6.16 Notice of Claims or Suits. Borrower shall give the Director prompt written notice
of any causes of action, suits, or other proceedings filed or any claims made against the Project,
Borrower, or Guarantor, or, to the extent that it would have a material adverse effect on the Project,
and Borrower have notice thereof, any other persons involved in the implementation or
administration of the transactions contemplated by this Agreement.

6.17 Minority, Women and Small Business Enterprises. For purposes of this Paragraph
6.17, the term “Borrower” shall mean and include, collectively, Borrower, its Construction Project
Manager(s) and its general contractor(s). In order to monitor Borrower’s good faith efforts to
adhere to the City’s MWSBE’s programs, Borrower shall maintain or cause its contractors to
maintain records and submit periodic reports of its good faith efforts to the Director in the form
and at the times prescribed by the City’s designated OBO official and the APPENDIX 9
requirements.

6.18 Transactions with Affiliates. Except as otherwise provided in this Agreement
and/or in any of the other Loan Documents, during the Term of this Agreement or any of the Loan
Documents, Borrower shall not enter into any transaction in connection with this Agreement with
any director, officer, employee, partner, or affiliate of Borrower without the prior written approval
of the Director. If the Land for the Project was acquired by Borrower from any director, officer,

employee, partner, or affiliate of Borrower, the sales price for the Land may not have been any
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greater than most recent assessed value for ad valorem tax purposes, or the value set out in an
independent appraisal report.

6.19 Taxes and Insurance. Borrower shall pay all applicable taxes for the Project

before delinquency and all insurance premiums for the Project at least 15 days before the due date
to prevent any lapse in coverage. Borrower at its option shall either; (1) fund an escrow account
for the payment of taxes and insurance premiums; or (2) provide the Director with written evidence
acceptable to the Director that taxes and insurance premiums are paid prior to the date that such
taxes and insurance premiums are due. To the extent that Borrower escrows funds, Borrower shall
provide the City with evidence of the adequacy of such escrows. Further, to the extent that
Borrower fails to escrow funds, the Director reserves the right to require Borrower to escrow funds
for taxes and insurance premiums with the City.

6.20 HUD Section 3 Requirements. If applicable, Borrower shall cause shall comply at
all times with Section 3 of the Housing and Urban Development Act of 1968 (12 U.S.C. 1701u)
as set forth and supplemented in TDHCA’s Section 3 Plan and associated documents. Borrower
shall report Section 3 compliance in accordance with 24 C.F.R. Part 135 and 83 Fed. Reg. 5844.
Section 3 requirements are applicable to Borrower if the assistance provided for in this Agreement
exceeds $200,000.00, and to contractors and subcontractors for contracts or subcontracts that

exceed $100,000.00.

6.21 Public Relations and Signage. All news releases and other public relations eftorts,
including advertising (except for advertisements solely for the purpose of obtaining tenants for the
Project) and signage, must be approved in advance by the Director, and must properly refer to the
City’s Loan by the City and the City’s Housing and Community Development Department and

TDHCA.
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6.22 Expertise. Upon request by the City, the City shall have the right to approve
Borrower’s intention to retain any person or firm for the purpose of constructing, leasing and
managing the Project and Borrower shall provide evidence of the expertise and competence of
such persons and firms that Borrower intends to engage for the purpose of constructing, leasing

and managing the Project.

6.23. Compliance with Applicable Law.

6.23.1 Borrower shall acquire, repair/re-construct, lease, maintain and operate the
Project, and conduct all activities under this Agreement in accordance with all applicable federal,
state, and local laws, rules, regulations and ordinances including, without limitation, the those
included in the Appendices and specifically set forth in this Agreement, as they may be from time
to time amended (collectively, the “Applicable Law").

6.23.2 Borrower will conduct all activities under this Agreement and the Loan
Documents in accordance with Applicable Law.

6.23.3 Borrower acknowledges and agrees that it is required to comply with all
Applicable Law with respect to lead-based paint (42 U.S.C. Sec. 4831(b)) and asbestos containing
materials within the Project.

6.23.4 Borrower shall cause the Project and the Work to comply with the
requirements of the Americans With Disabilities Act of 1990 (42 U.S.C. § 12101 et seq.), the
Architectural Barriers Act (42 U.S.C. §§ 4151-4157), Section 504 of the Rehabilitation Act of
1973 (29 U.S.C. § 794 ¢t seq.) (“Section 504”), and regulations and guidelines promulgated
thereunder, as all of the same may be amended and supplemented from time to time, the Texas
Architectural Barriers Act, Tex. Gov’t. Code Ann. § 469.001 et seq. (1994) and the regulations
and guidelines promulgated thereunder, and Chapter 10, subsection 60 of the Texas Administrative

Code and the regulations and guidelines promulgated thereunder (“Chapter 10”) as all of the same
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may be amended and supplemented from time to time (collectively, “Accessibility
Requirements”). Five percent (5%) of the total number of units at the Project (i.e., One (1) units),
disbursed throughout the Project, shall be designated accessible in accordance with Section 504
and Chapter 10 using the 2010 ADA Standards for Accessible Design, promulgated by the United
States Department of Justice, found at 28 CF.R. § 35.151 (2013) and 36 C.F.R. Part 1191, App.

B and D (2013) (the “2010 ADA Standards™) as modified by HUD. In addition, two percent (2%)

of the units at the Project (i.e., One (1) units) shall meet the standards to accommodate the hearing
and visually impaired in accordance with Applicable Laws (as defined herein).

6.23.5 1f applicable, Borrower shall comply with CDBG Regulations at 24 C.F.R.
Part 570, the Uniform Relocation Assistance and Real Property Policies Act of 1970 (“URA”), as
amended, at 49 C.E.R. § 24, and Section 104(d) of the Housing and Community Development Act
of 1974, as amended, at 24 C.F.R. § 42. Borrower shall also comply with the tenant protection
requirements set forth in the Protecting Tenants at Foreclosure Act of 2009, as amended and
extended, (“PTAF”), as well as with any local codes or ordinances with respect to tenants’ rights
or tenant protection. If required by applicable law, Borrower shall also comply with the

Relocation Requirements (“Relocation Requirements™) in the Appendices and shall submit to the

Director copies of all documentation required by the Multifamily Relocation Requirements or
relating to URA, which may include, without limitation, (i) a certification or affidavit, unless
waived by the Director, affirming Borrower has performed all appropriate due diligence in order
to confirm compliance with the tenant protection requirements set forth herein, (ii) a Notice to
Real Property Borrower/Seller, (iii) Tenant Status Reports, (iv) all Notices with Tenant
Acknowledgements as required by the URA and (v) other related forms described in the

Multifamily Requirements. If required by Applicable Law, Borrower shall also submit to Director
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copies of all tenant notices and the Seller’s Occupancy Certification required under PTAF with
respect to the tenant protection requirements, to substantiate that such notices, if required by
Applicable Law, were provided cither by the foreclosing lender or by Borrower, as applicable.
6.24  Replacement Reserve. No later than the first (1% anniversary following Project
Completion, Borrower shall establish with a financial institution acceptable to the Director in his
sole and absolute discretion, and fund as an Operating Expense a “replacement reserve escrow

account” (“Replacement Reserve Account”) for the replacement of furniture, fixtures, and

equipment used in connection with those units at the Project for which the Work has been
completed and for repair of capitalized improvements, in an amount not less than $300.00 per unit
annually, increased by 3% annually, per Unit. If another lender requires a Replacement Reserve
Account meeting these requirements, no additional reserve shall be required by the City. The
reserve shall be deposited in equal monthly instaliments on an amortized basis. (For example, if
the Project had 100 Units, the monthly payment would be calculated as follows: 100 Units x $300
+ 12 = $2,500 monthly escrow payment). In the event that another lender does not require a
Replacement Reserve Account pursuant to the immediately preceding sentence, the City shall have
the right to cause Borrower to fund such Replacement Reserve Account, in an annval amount not
less than $300.00 per unit, increased by 3% annually, in accordance with the terms of this
Section 6.24. Unless a Default exists, Borrower shall be entitled to utilize amounts in the
Replacement Reserve Account as necessary, provided that Borrower shall replenish the amount
withdrawn by continuing to fund deposits to the Replacement Reserve Account in accordance with
the preceding sentence, Any replacement reserve amounts required by any other lender may be
applied toward satisfaction of the Replacement Reserve Account requirements in this Agreement.

If the Replacement Reserve is not required by another lender, the Director may require that the
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Replacement Reserve Account and all amounts held therein shall be collaterally assigned to the
City pursuant to a pledge and account control agreement in form and substance acceptable to the
Director in his or her sole and absolute discretion. If the Replacement Reserve is required by
another lender, the City shall have a second lien priority interest in the Replacement Reserve
Account and the funds contained therein. On an annual basis, Borrower shall provide the Director
with an accounting of the Replacement Reserve Account.

6.25 Insurance Provisions in_the Deed of Trust. Borrower shall comply with all
insurance requirements set out in the Senior Mortgage, the Deed of Trust securing the Loan and
this Agreement.

6.26 Reserved,

6.27 Consulting and Developer’s Fees. During the Term, without the prior written

approval of the Director, no consulting or developer’s fees shall be paid by Borrower, directly or
indirectly out of the proceeds of the City’s Loan or out of the revenue of the Project (except as
provided in the Approved Final Construction Budget or the Approved Final Operating Budget).
6.28 Reserved.
6.29 Modification Fees. In the event that a modification of this Agreement or any
change in any Loan terms is required after Closing which requires the Director’s or City Council’s
approval, Borrower shall be responsible for all costs in connection therewith together with a fee of

no less than $25,000.00 with the amount of the fee to be determined at the time of request.

SECTION SEVEN
RESERVED

SECTION EIGHT
RESERVED
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SECTION NINE
DISBURSEMENT PROCEDURES

9.1  Disbursement Limitations. The proceeds of the Loan shall be disbursed only for

eligible and approved costs of the Work, relocation costs or acquisition costs that (i) are included
in the Approved Final Project Budget, (ii) have been approved by the Director, (iii) if for Work,
are for Work that has been completed and which Work has been approved by the Director, and
(iv) if for materials, are for materials purchased and stored on site and approved by the Director.

9.2 Retainage. Disbursement for the Work or other expenses under the Approved Final
Construction Budget shall be subject to a ten percent (10.0%) retainage under Section 53.101, et
seq. of the Texas Property Code (as it may be amended from time to time), but notwithstanding
the foregoing, in no case shall retainage be released prior to thirty (30) days following completion
of the Work as certified by the Architect or other person acceptable to the City. At the time of the
release of the retainage, the Project is or will be as a result of the release of retainage free of all
liens relating to the Project, other than liens that are bonded around. At the time of the release of
the retainage, Borrower shall provide the City with a down-date endorsement (T-3), final lien
waivers and/or such other documentation as may be required by the Director.

9.3  Reallocation of Loan Proceeds. Any Loan Proceeds that are allocated for the
Project but that are not expended for eligible costs under the Approved Final Project Budget
pursuant to the terms of this Agreement shall be returned to the City for reallocation.

9.4 Reallocation of Savings and Contingencies. Borrower may, with the Director’s

approval, reallocate savings from one category of the Approved Final Construction Budget or from
the contingency category of the Approved Final Construction Budget to another category of the

Approved Final Construction Budget for the Project.
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9.5  Drawdown Procedure. Borrower shall not request a disbursement of the Loan

Proceeds except in accordance with the Approved Construction Schedule and Approved Final
Project Budget and in accordance with the provisions of this Paragraph 95 When a disbursement
of Loan Proceeds is requested, Borrower deliver to the Director (but in no event more often than
once a month and for an amount of not less than $5,000) an application for the disbursement (in a
form required by the Director) (the “Disbursement Request™) together with supporting
documentation required by the Dircctor (which shall include but not be limited to invoices and
draw requests submitted by Contractor, interim lien waivers using forms provided by the GLO
attached hereto as APPENDIX 13, and monthly construction progress reports on a unit by unit
basis for verification by a third party inspector or a representative of the City) and evidence of
required permits. In addition to the other information required by the Director, the initial
disbursement request shall include a copy of all required permits necessary to commence
construction. If the Director objects to an item (or portion thereof) included in any Disbursement
Request or if all required information has not been submitted, then the Director shall notify
Borrower within 10 business days of receipt of the applicable Disbursement Request of the
Director’s objection and shall thereupon be relieved of any obligation to make a disbursement for
that item (or portion thereof) until such time as Borrower cures the objection(s) to the satisfaction
of the Director. If the Disbursement Request is otherwise complete (as determined by the Director)
and provided no Default exists or event that with the passage of time or giving of notice would
constitute a Default has occurred and is continuing, the City shall, within 30 calendar days
following approval of Borrower’s request, fund the requested disbursement from the City Loan
less any amounts for items to which the Director has raised an objection and that have not been

cured and less any retainage; provided, however, that the City shall not be required to make a
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disbursement (other than the last disbursement) in an amount less than $5,000 nor shall the City
be required to make more than one disbursement per month. With each draw, the Borrower shall
provide a down-date endorsement (T-3) to the City Loan Title Policy together with partial lien
releases from the Contractor and subcontractors for the Work performed through the date of the
draw request.

SECTION TEN
DEFAULT AND REMEDIES

10.1 Default. The Director may declare a default (“Default”) under this Agreement or
any one or more of the Loan Documents upon the occurrence of any one or more of the following
circumstances:

10.1.1 Failure to Pay.
(a) If Borrower fails to pay, when due, any portion of the indebtedness
evidenced by the Note and/or Loan Agreement by the due dates established therein.

10.1.2 Breach of Affordability Requirements and/or Restrictive Covenanits. If

Borrower breaches (i) the Affordability Requirements in this Agreement or the parallel
Affordability Requirements set forth in the Restrictive Covenants and such breach continues for
thirty (30) days after written notice thereof from the City to Borrower or (ii) any other covenant,
condition, representation or warranty contained in the Restrictive Covenants, provided, however,
that if the Restrictive Covenants do not provide a cure period, Borrower shall not have cure rights
hereunder.

10.1.3 Breach_of Other Covenants or Conditions.

(a) Except for the breaches of covenants or conditions covered by Section Ten,

Paragraphs 10.1.1 and 10.1.2 above, if Borrower fails, refuses or neglects to perform fully and

timely any obligation, or breaches any covenant or condition (including any condition prior to or
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subsequent to the issuance of the City Loan) under this Agreement, or under any other Loan
Document, and such failure continues for thirty (30) days after written notice from the City to
Botrower, or, if the failure is not susceptible to cure within said 30-day period, such greater period
of time (not to exceed sixty (60) days) as is necessary to cure such failure provided Borrower
commences to cure such failure within said 30-day period and diligently works to cure such failure;
provided, however that in the event that (i) any such cure periods would cause a violation to occur
under Applicable Law or (ii) any breach or failure of performance of a life safety requirement,
such event shall be deemed a Default hereunder without any notice or opportunity to cure;

10.1.4 Breach of Representations or Warranties. If any representation or

warranty made by Borrower in its application(s) for the City Loan or in any of the Loan
Documents, or this Agreement, or the Restrictive Covenants is false or misleading in any material
respect, provided, however, that solely with regard to non-financial misrepresentations or
warranties, Borrower shall have thirty (30) days after written notice to the Borrower from the City
in which to take such action as may be necessary to cause the matter or thing represented to become
true or not misleading; provided, however that in the event that any such cure periods would cause
a violation to occur under Applicable Law, such event shall be deemed a Default hereunder without
any notice or opportunity to cure.

10.1.5 Voluntary Actions. If Borrower or Guarantor (if any) is voluntarily
adjudicated bankrupt, seeks, consents or does not contest the appointment of a receiver or trustee
for itself or for all or part of its property, makes a general assignment for the benefit of creditors,
does not pay its debts as they become due, or files a petition seeking relief under United States

Bankruptcy Law.
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10.1.6 Involuntary Actions. If a petition is filed against Borrower or Guarantor (if

any) under United States Bankruptcy Law or if a court of competent jurisdiction enters an order
appointing a receiver or trustee for Borrower or Guarantor (if any)for all or any material part of
such party’s property, and the order or petition is not discharged, dismissed or stayed within a
period of ninety (90) days.

10.1.7 Dissolution_or Liquidation. If Borrower is a partnership, limited liability
company, corporation or other legal entity and dissolves, liquidates, or merges with or is
consolidated into any other entity without the written approval of the Director.

10.1.8 Destruction_of the Project. If the Project is demolished, destroyed or
substantially damaged, and it is not restored or rebuilt in accordance with the requirements of the
Loan Documents.

10.1.9 Cessation of Work. 1f Work on the Project ceases for ninety (90) or more
consecutive days unless such cessation of Work is caused by cessation of funding under the Loan.

10.1.10 Failure to Obtain or Default Under Other Financing. If Borrower

fails to obtain any funding of the Other Financing in the order required under the Intercreditor
Agreement (if applicable) or if Borrower has been declared in default under any regulatory
agreement or document evidencing or related to the Other Financing and such default is not cured
within ten (10) business days, or if longer, the cure petiod set forth in such regulatory agreement
or other document but not to exceed thirty (30) days; provided, however, that any cure of the
underlying default shall also constitute acceptable cure of the Default.

10.1.11 Liens and Other Encumbrances. 1f any mechanics’, materialmen

or other similar lien or encumbrance is filed against the Project, or the fixtures, materials,

machinery and equipment to be used in the Project or other collateral that secures the City Loan,
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and the same is not discharged (by payment, bonding, which may include payment bond furnished
by contractor, or otherwise) within fifteen (15) business days following written notice thereof from
the City to Borrower.

10.1.12 Change of Ownership or Management.

(a) If all or any part of Borrower's interest in the Project is transferred, sold or
assigned, voluntarily or involuntarily, or there is a change of management of the Project, at any
time within the Affordability Period, such transfer of interest or change of management must first
be approved in writing by the Director, which approval may be granted or withheld . In the case
of a transfer of Borrower’s interest in the Project, the Director's consent, if any, shall not be
effective unless or until the purchaser or transferee assumes in writing all obligations and
covenants of Borrower under the Loan Documents in a form acceptable to the Director and the
City Attorney; or

(b) If there is otherwise a change in control of Borrower in violation of this
Agreement.

(c) There is a change in the Property Manager without Director’s consent.

10.1.13 Failure to Complete. 1f Borrower fails to complete the Work in

accordance with the Approved Plans, Specifications, and Drawings that arc approved by the
Director within the Approved Construction Period.

10.1.14 GLO, IRS or other Audit Findings or Exceptions. If the GLO, the

P2 CASATE LA AL AL e

Internal Revenue Service, or other federal or state agency makes an audit finding or exception that
relates to the Project, the funds provided under this Agreement, or the Other Financing, provided,
however, that if the audit finding or exception is curable, there shall be no Default unless the audit
finding or exception is not cured within thirty (30) days after written notice to Borrower of such

finding or exception or for such greater period as shall be necessary to cure such finding or
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