City of St. Helena
Special City Council
Special Meeting
Tuesday, January 31, 2017 @ 2:15 PM
Vintage Hall Board Room - Second Floor
465 Main Street, St. Helena

PLEASE NOTE: Any person who wishes to speak regarding an item on the agenda or make a
comment under the "public comment” portion of the agenda may do so, but please observe
the time limit of three minutes.
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1. CALL TO ORDER

2. ROLL CALL
Mayor: Alan Galbraith
Vice Mayor: Peter White
City Council: Paul Dohring
Geoff Ellsworth
Mary Koberstein

3. PUBLIC COMMENT:

Members of the public are entitled to speak on matters of municipal concern
not on the agenda during Public Forum. Each person’s comments shall be
limited to 3 minutes. Each person is entitled to speak on any non-agendized
item only once at any meeting. Brief questions by Councilmembers for
clarifications may be posed and answered, and Councilmembers may make
requests that items be placed on future agendas, but in accordance with state
law, no substantive discussion or action may take place unless and until the
matter properly appears on the agenda.

4. NEW BUSINESS

4.1. 1. Consideration and proposed approval of request from Calistoga 5-287
Affordable Housing for up to an additional $200,000 from the Affordable
Housing Trust Fund for the Turley Flats affordable housing project (for
a not to exceed total of $700,000 in a loan from the AHTF) and
authorize drawdown of previously committed funds; and

2. Approve loan documents for the Turley Flats Affordable Housing
Project including: (i) an Affordable Housing Loan Agreement that
documents the disbursement and repayment conditions for the City
loan, (i) an Affordable Housing Regulatory Agreement that restricts
occupancy in the Turley Flats units to low income households and
restricts rents to affordable rents for a term of 55 years, (iii) a
Promissory Note that memorializes the Developer’s obligation to repay
the City Loan; and (iv) a Deed of Trust that will be recorded against the
Project property at 1105 Pope Street to secure repayment of the City
loan; and

3. Acceptance of Emergency Vehicle Access Easement across the
adjacent property at 1127 Pope Street.
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4. Authorize the City Manager (or designated signee) to execute the
loan documents on behalf of the City substantially in the form presented
to the City Council.

CEQA Determination: This item is exempt from CEQA pursuant to
Guidelines Sections 15061(b)(1), 15061(b)(2), and specifically, the
“General Rule” Section 15061(b)(3), where is can be seen with
certainty that the proposed action will have no significant effect on the
environment.

Prepared By: Noah Housh, Planning Director

Recommendation: 1. Approve; and 2. Accept; and 3. Review, provide
direction, approve; and 4. Accept; and 5. Accept

ltem 4.1

Turley Flats Additional Information 1.27.17

[Comparison Result] St.Helena - Turley - Note (compared with
St.Helena -...

[Modified Document] St. Helena - Turley - Affordable Housing
Requlatory ...

[Modified Document] St.Helena - Turley - Loan Agreement

[Modified Document] St.Helena - Turley - Note(1)

St.Helena - Turley - Resolution re loan and loan documents
[Comparison Result] St. Helena - Turley - Affordable Housing
Regulatory ...

[Comparison Result] St.Helena - Turley - Loan Agreement(1)
(compared wit...

5. ADJOURNMENT
The next Regular City Council meeting is scheduled for February 14, 2017,
at 6:00 p.m. in the Vintage Hall Board Room located at 465 Main Street.

This agenda was posted at City Hall, 1480 Main Street, and at Vintage Hall,
465 Main Street, St. Helena, California on January 26, 2017.

Cenay Plack
Cindy Black, City Clerk

In Compliance with the Americans with Disabilities Act, if you need special
assistance to participate in this meeting, please call the City Clerk’s Office
(707) 967-2792. Notification 72 hours prior to the meeting as required by
Section 202 of the Americans with Disabilities Act will enable the City to
make reasonable arrangements to ensure accessibility to this meeting.

The time limit within which to commence any lawsuit or legal challenge to any
guasi-adjudicative decision made by the City of St. Helena is governed by
Section 1094.6 of the Code of Civil Procedure, unless a shorter limitation
period is specified by any other provision, including without limitation
Government Code section 65009 applicable to many land use and zoning
decisions, Government Code section 66499.37 applicable to the Subdivision
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Map Act, and Public Resources Code section 21167 applicable to the
California Environmental Quality Act (CEQA). Under Section 1094.6, any
lawsuit or legal challenge to any quasi-adjudicative decision made by the City
must be filed no later than the 90th day following the date on which such
decision becomes final. Any lawsuit or legal challenge, which is not filed within
that 90-day period, will be barred. Government Code section 65009 and
66499.37, and Public Resources Code section 21167, impose shorter
limitations periods and requirements, including timely service in addition to
filing.

If a person wishes to challenge the above actions in court, they may be limited
to raising only those issues they or someone else raised at the meeting
described in this notice, or in written correspondence delivered to the City of
St. Helena, at or prior to the meeting. In addition, judicial challenge may be
limited or barred where the interested party has not sought and exhausted all
available administrative remedies.

Any supplemental writings or documents distributed to a majority of the City
Council regarding any item on this Agenda, after the posting of the Agenda,
will be available for public review in the City Clerk’s Office located at 1480 Main
Street, St. Helena, California, during normal business hours. In addition, such
writings or documents will be made available on the City's web site at
https://sthelena.civicweb.net and will be available for public review at the
respective meeting.
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Agenda Section:

Subject:

CEQA
Determination:

Prepared By:

Approved By:

Agenda Item #4.1.

Report to the City Council
Council Meeting of January 31, 2017

New Business

1. Consideration and proposed approval of request from
Calistoga Affordable Housing for up to an additional $200,000
from the Affordable Housing Trust Fund for the Turley Flats
affordable housing project (for a not to exceed total of
$700,000 in a loan from the AHTF) and authorize drawdown of
previously committed funds; and

2. Approve loan documents for the Turley Flats Affordable
Housing Project including: (i) an Affordable Housing Loan
Agreement that documents the disbursement and repayment
conditions for the City loan, (ii) an Affordable
Housing Regulatory Agreement that restricts occupancy
in the Turley Flats units to low income households and
restricts rents to affordable rents for a term of 55 years, (iii} a
Promissory Note that memorializes the Developer’s obligation
to repay the City Loan; and (iv) a Deed of Trust that will be
recorded against the Project property at 1105 Pope Street to
secure repayment of the City loan; and

3. Acceptance of Emergency Vehicle Access Easement across
the adjacent property at 1127 Pope Street.

4. Authorize the City Manager {or designated signee) to
execute the loan documents on behalf of the City substantially
in the form presented to the City Council.

This item is exempt from CEQA pursuant to Guidelines
Sections 15061(b)(1), 15061(b)(2), and specifically, the
“General Rule” Section 15061(b)}(3), where is can be seen with
certainty that the proposed action will have no significant
effect on the environment.

Noah Housh, Planning Directo

rry Pennell, Interim City Manager
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BACKGROUND

On October 23, 2012, the City Council adopted Resolution 2012-87 which provided
Calistoga Affordable Housing (CAH) with a fee subsidy for the B-units of affordable
housing at 1105 Pope Street (Turley Flats Apariment) in the amount not to exceed
$150,000. This Impact Fee “subsidy” will be provided through a supplemental loan to
cover the project’s Development Impact Fees from the Affordable Housing Trust Fund
(AHTF), (Attachment B).

The approval was based upon the fact that the project is: a) 100% affordable housing
project; b) a “city-center” complex proximate te commercial and public transportation so
the Council waived (by way of subsidizing) the traffic mitigation fee; c) a livable
community, so the Council the Council waived the public safety fee by way of
subsidizing loan from the AHTF. The City Council also agreed to contribute the impact
fees of approximately $33,000 on behalf of CAH to water impacts, sewer impacts and
storm drain impacts through a loan from the AHTF.

On July 9, 2013, the City Council adopted Resolution 2013-49 subsidizing all application
fees for Turley Flats, (estimated to be up to $8,500) by funding these fees with a loan
from the AHTF (Aitachment C).

On August 20, 2013, the Planning Commission approved the Turley Flats affordable
housing project. This project is a three-story, eight unit project, consisting of ground
level parking and 6-two bedroom and 2- three bedroom apartment units originally
required to provide housing for moderate-, low- and/or very low- income residents.

On October 14, 2014, the City Council adopted Resolution 2014-101 approving a total
loan allocation of $500,000 from the City's AHTF for the Turiey Flats project. Use of
these funds includes the authorized $158,500 in fee subsidies and contributions
outlined in Resolutions 2012-87 and 2013-49. The remaining amount of $341,500 is a
housing loan (all at a three-percent interest rate), that will be governed by the attached
loan agreements. (Attachment D).

On October 25, 2016, the City Manager requested Council approval on a request from
CAH to increase the amount the City has committed to the project from $500,000 to a
new loan amount of $640,000 to address increases in construction cost projections.
This loan funding source is also proposed to be the Affordable Housing Trust Fund with
the interest rate at three-percent. The Council at this time expressed concern with the
overall financing of the project, the timing of the award of the funds (from each funding
source) and asked that the applicant provide additional information regarding their loan
application to the County of Napa. Based on these concems, the Council did not
authorize the additional funding requested at this meeting.

It is worth noting that the $158,500 previously committed in 2012 and 2013 was
characterized as a grant; however the Council found that the project would not trigger
specific impacts (Traffic, Housing and Public Safety) and therefore not all of these funds
actually need to be paid toward permit costs. Approximately $100,000 (of the $158,500)
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may be removed from the projected building permit costs, reducing the building permit
costs to approximately $58,500. This $58,500 is actually proposed to be part of the loan
from the AHTF to CAH and is included in the total amount committed for the project in
2014, currently totaling $500,000. The loan is proposed to be payable on a residual
receipts basis, as cash is available from the rent receipts of the project.

DISCUSSION

Loan Agreement

CAH has been working over the past two years on both the construction bids and
financing for this project. The City has worked diligently with CAH to prepare the loan
documents and has finalized the drafts of these documents for the Council to review
and approve (all attached). According to CAH, they have secured a bank loan for $1.3
million to cover construction costs associated with the project. Over the two year time
period CAH has been seeking funding for the project, construction cost estimates have
increased significantly pushing CAH to seek additional sources of funding. In working to
secure and finalize additional sources of financing for the project, CAH reached out to
the County of Napa for an additional matching loan of $650,000 in funding for the
project (the amount requested by CAH from the City).

After considering the application from CAH, the County contacted the City to discuss
over all financing and construction costs for the Turley Flats project. The County
indicated a willingness to consider providing additional loan financing for the project of
approximately $640,000. However, in discussing the overall financial strength of the
project the County identified concerns over the ability of the project to address unknown
and unforeseen costs which could arise through the construction process. The County
of Napa decision on the funding requested (expected in late January or early February)
will partially be based on the City’s decision regarding this additional funding, as they
have identified that without the City's contribution the overall budget for the project could
not be met.

After discussing the project with the County, City staff feels that the project may benefit
from approval of a total additional amount not to exceed $200,000 (a $60,000 increase
over the $140,000 requested by CAH) to provide additional contingency monies for
unforeseen expenses that arise through the construction process. This would result in
the total loan cost of $700,000 in Affordable Housing Trust Fund monies. This is both to
address unforeseen expenses and to mitigate County concerns regarding the minimal
contingency funding available to the project. All City funds would be directly tied to
invoices and receipts of work performed or outstanding balances for materials or
services required.

CAH also requests that a portion of the funding committed to by the City be made
available immediately to cover the building permit review and issuance costs. The
building permit application has been submitted and is under review by the City Building
Division.
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Regulatory Agreement

Also attached to this report is the regulatory agreement which commits all eight units in
the Turley Flats project as affordable to low-income individuzals and limits the amount of
the rents that can be charged to project residents. If the Council approves the funding
for the project, this document will be signed by the authorized representatives of each
party and recorded with the County as the legal mechanism to ensure these units are
reserved to low-income residents for a 55-year term.

Promissory Note

The Promissory Note laying out the terms of re-payment of the $700,000 loan and
identifying the property deed of irust as collateral for this loan is alsco attached as
information for the public and City Council. This puts the City into second position
(behind the commercial lender) on recovering any collateral for the loan. As discussed
above, this Note describes the terms of the loan repayment identifying that 25-percent
of surplus cash is to be paid back to the City’'s AHTF on an annual payment schedule
with the Note coming due in 30-years. This 25-percent payment is based on the
assumption that the County of Napa will also commit a minimum of $600,000 toward the
project, and provides the County with the same 25-percent of surplus cash to re-pay
their loan. If the County does not commit the funds, the repayment amount is required
to be 50-percent of the surplus cash available from project receipts.

It is assumed that these annual payments will not cover the total costs of either loan.
Because of this, it is further assumed that the borrower will re-pay or renegotiate the
terms of the loan at the conclusion of the 30-year term.

Deed of Trust
Similarly, the proposed Deed of Trust, providing the City with a security interest in the
project and the property is attached for the public and Council to review.

The Affordable Housing Trust Fund balance is currently $1,312,813. However,
$500,000 has been previously committed to this project and an additional $196,500 has
been committed to Our Town St. Helena (OTSH) for the Brenkle Court Affordable
Housing project. The estimated remaining amount in the Affordable Housing Impact
Fund is $616,313. This request for an additional $200,000 would reduce the Affordable
Housing Trust Fund balance to approximately $416,313.

Emergency Vehicle Easement

Through the review of the building permit, the Fire Department identified a concern over
the ability to access the rear of the project site with fire suppression equipment in the
event of a fire or other emergency. In response, the applicant has secured an
emergency vehicle access easement across the adjacent property (to the west) located
at 1127 Pope Street. In order for this easement to be accepted and recorded, the Mayor
(or authorized representative) must sign the document, a copy of which is attached for
review by the public and City Council.
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Calderon Settlement

As part of the Calderon law suit seftlement, the City has committed to approval and
construction of a number of affordable housing units, according to a specified time line.
In approving the OTSH Brenkle Counrt project, the City has met the first milestone which
required approval of six affordable housing units by Dec. 31, 2016. The next milestone
requires approval of a total of 12 affordable housing units by Dec. 31, 2018.
Construction and occupancy of the Turley Flats project would likely satisfy the next
milestone in the settlement agreement (the penalty for not meeting this milestone is a
payment of $500,000 from the General Fund into the AHTF). While there has been
interest expressed in other affordable housing development in St Helena, staff is not
aware of any other projects being formally considered or with applications pending
submittal.

FISCAL IMPACT

If approved, an additional $200,000 would be allotted from the Affordable Housing Trust
Fund to CAH specifically to support the construction of the Turley Flats affordable
Housing project, leaving an approximate balance of $416,313 in the Trust Fund for
future affordable housing efforts.

While the funds are proposed to be in the form of a loan, the loan payments are to be
based on the 25-percent residual receipts from rent payments (with 50-percent reserved
for developer costs and the remaining 25-percent proposed to go toward repayment of
the County loan). Given the narrow margins associated with the cost to manage the
facility and the amount of rent received from each unit, staff does not anticipate
significant debt service to occur during the life of the loan. Rather, the primary for of
repayment will likely come at the conclusion of the loan term (proposed at 30-years).
Staff feels this is an important element for the City Council to consider, given the
commitments requested from the AHTF.

ISSUES

As a condition of the loan agreements {Sections 3.4(h) and 5.18), the City has required
a performance bond be provided to ensure the project will uliimately be constructed.
CAH has requested this requirement be eliminated from the documents due to the costs
associated with these bonds. A performance bond is essentially an insurance policy
that the project will be completed, even if the developer is unable to complete the work.
The applicant has identified the costs of the bond as ten-percent of the project costs
(approximately $250,000 and not confirmed by City staff} and indicated this could result
in pushing the project over budget and has requested it be removed from the loan
document requirements.

Staff contacted Napa Valley Insurance and got quotes of one and one half-percent
(1.5%) to three-percent (3%) of total project costs. NV Insurance did identify that the
price is based on the credit rating of the individual or group the bond is issued to. Staff
believes that the bond would not be required to cover the costs of the individual units as
they are built off-site. Rather, it is anticipated that the bond would be required to cover
the costs of the site work and the “installation” of the pre-manufaciured units. The cost

Page 9 of 287



Agenda Item #4.1.

of the site work has been identified as $1,724,556 making the bond costs approximately
$25,868.00-$51,736.00.

Staff is requesting direction on the request from CAH to remove the requirement for a
performance bond to be purchased to ensure to project is ultimately constructed. All
aspects of the project are required to be insured, and staff has no reason to believe the
project will not be completed if all funding sources agree to provide their funds as
expected. Therefore, while staff finds the risk of complete default on the project is low, a
performance bond is the only mechanism for the City to guarantee the project will
ultimately be constructed. Leave the total loan amount for the project at the proposed
$700,000 may be one way to both satisfy the requirement to bond for the site
improvements, while also addressing the applicants concerns over project costs.

RECOMMENDED ACTION
it is recommended by the Planning and Community Improvement Department that the
City Council:

1. Approve the request from Calistoga Affordable Housing for up to an additional
$200,000 from the Affordable Housing Trust Fund for the Turley Flats affordable
housing project (for a not to exceed total of $700,000 in a loan from the AHTF) and
authorize drawdown of all previously committed funds; and

2. Review, provide direction as needed and approve loan documents for the Turley
Flats Affordable Housing Project including: (i) an Affordable Housing Loan Agreement
that documents the disbursement and repayment conditions for the City loan, (ii) an
Affordable Housing Regulatory Agreement that restricts occupancy in the Turley Flats
units to low income households and restricts rents to affordable rents for a term of 55
years, (i) a Promissory Note that memorializes the Developer's obligation to repay the
City Loan; and (iv) a Deed of Trust that will be recorded against the Project property at
1105 Pope Street to secure repayment of the City loan; and

3. Accept the Emergency Vehicle Access easement across the adjacent propernty at
1127 Pope Street.

4. Authorize the City Manager (or designated signee) to execute the loan documents
on behalf of the City substantially in the form presented to the City Council.

ATTACHMENTS

Attachment A — Resolution-With Attachments A-D

Attachment B — Resolution No. 2012-87

Attachment C — Resolution No. 2013-49

Attachment D — October 14, 2014 staff report

Attachment E — Cover Letter from Calistoga Affordable Housing
Attachment F - Title Report

Attachment G — PC Resolution Approving Project

Attachment H — Loan Agreement
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Attachment | = Turley Loan Agreement
Attachment J- Updated Project Budget
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Attachment A

CITY OF ST. HELENA

ResoLuTioN No. 2017-

Resolution of the Council of the City of St Helena:

Authorizing an Additional $200,000 from the Affordable Housing Trust Fund in the

Form of a Loan Not to Exceed $700,000 for the Turley Flats Affordable Housing
Project;

Accepting the Turley Flats Regulatory Agreement Restricting All Units in the
Building to Low-Income Individuals (Attachment A);

Approving the Promissory Note for the Loan to Calistoga Affordable Housing
(Attachment B);

Accepting the Deed of Trust to the property at 1105 Pope Street (Attachment C);

Accepting an Emergency Vehicle Access Easement across portions of 1127 Pope

Street to Provide Emergency Access to the Project Site (Attachment D); and

Authorizing Drawdown of Funds Committed for Permitting Costs, Fees and
Project Construction

RECITALS

A. On October 9, 2012, Calistoga Affordable Housing (CAH), developer for Turley Flats
Apartments, submitted a written request asking City Council for a fee adjustment;

and

B. On October 23, 2012, the City Council adopted Resolution 2012-87 approving a fee

subsidy up to $150,000 for an 8-unit 100% affordable housing project; and

C. On July 3, 2013, CAH, developer for Turley Flats (Turley Apartments), submitted a
written request asking City Council for an additional fee subsidy to cover all

application processing fees; and

D. On July 9, 2013, the City Council adopted Resolution 2013-49 approving the request

to subsidize application processing fees up to $8,500; and

E. On August 13, 2014, CAH met with the Mayor and City Manager to discuss the

Turley Flats project and funding options; and

F. On October 14, 2014, the City Council adopted Resolution 2014-101 approving a
total contribution to CAH of $500,000 in the form of a loan from the Affordable

Housing Trust Fund; and
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G. The funds were allocated as follows: $341,500 in the form of a housing !oan that will
be govemed by loan agreements and $158,500 in fee subsidies (also in the form of
a loan from the AHTF and governed by the same agreements) as established in
Resolutions 2012-87 and 2013-49; and

H. CAH has been working over the past two years on both construction bids and
financing for this project and has submitted the building permit application for the
project to the City; and

I. The City has worked diligently with CAH to prepare the housing loan documents
attached hereto for City Council review and approval; and

J. On October 14, 2016, CAH representatives met with City staff to provide a project
update and request an additional $140,000 in City funding for this project; and

K. The County of Napa has expressed interest in providing matching funds ($650,000
requested by CAH) however concerns were expressed regarding available
contingency funding for the project; and

L. The additional funding requested will be provided as needed to assist with
construction costs.

RESOLUTION

The City Council of the City of St. Helena hereby resoclves as follows:

1. Approves the request from Calistoga Affordable Housing for up to an additional
$200,000 from the Affordable Housing Trust Fund for the Turley Flats affordable
housing project (for a not to exceed total of $700,000 in the form of a loan from
the AHTF at three-percent interest). This loan consists of the additional up to
$200,000 as previously stated, $158,500 in fee contributions as outlined in
Resolutions 2012-87 and 2013-49, and a $341,500 housing loan agreement as
outlined in Resolution 2014-101, subject to a status report to the City Council
within 60 days of the issuance of any funds.

2. Of the total $700,000 loan amount, $60,000 is intended to be kept in reserve (by
the City) to serve as a contingency fund to cover unforeseen project expenses,
should they arise.

3. Of the total $700,000 loan amount, $100,000 is to be retained by the City until all
off-site public improvements have been constructed to serve as surety that the
public infrastructure serving the project is adequately constructed.

4. Approves loan documents for the Turley Flats Affordable Housing Project
including: (i) the Affordable Housing Loan Agreement, (ii) the Affordable
Housing Regulatory Agreement, (iii) the Promissory Note, and (iv) the Deed of
Trust,

5. Acceptance of the Emergency Vehicle Access Easement across a portion of
1127 Pope Street, in favor of 1105 Pope Street.
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6. Authorize the City Manager (or designated signee) execute the loan documents
on behalf of the City substantially in the form presented to the City Council.

7. Authorize the release of previously authorized funds in the amount of $158,500
from the Affordable Housing Trust Fund to the General Fund to cover fees
directly associated with this project.

8. Authorize the release of all other funds committed to the project upon submittal of
documentation regarding the need for and recipient of these funds (as stipulated
in the attached loan agreement).

9. Release of funds is contingent upon Napa County approval of the pending
$650,000 loan application (or other source of matching funding), issuance of the
construction loan of $1.4 million from a traditional lender and fully capitalized
project.

Approved at a Special Meeting of the St. Helena City Council on January 31, 2017, by
the following vote:

Mayor Galbraith:

Vice Mayor White:
Councilmember Ellsworth:
Councilmember Dohring:
Councilmember Koberstein:

APPROVED: ATTEST:

Alan Galbraith, Mayor Cindy Black, City Clerk

Page 14 of 287



Agenda Item #4.1.

Resolution Attachment A

RECORDING REQUESTED BY
AND WHEN RECORDED MAIL TO:

City of St. Helena

1480 Main Street

St. Helena, CA 94574
Aftention: City Manager

EXEMPT FROM RECORDING FEES PER
GOVERNMENT CODE §56103, 27383

Space above this line for Recorder's use.

AFFORDABLE HOUSING REGULATORY AGREEMENT
AND
DECLARATION OF RESTRICTIVE COVENANTS
by and between
THE CITY OF ST. HELENA

and

CALISTOGA AFFORDABLE HOUSING, INC.

(Turley Flats)

OAK #4B47-3B69-1616 v5
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AFFORDABLE HOUSING REGULATORY AGREEMENT AND
DECLARATION OF RESTRICTIVE COVENANTS

This Affordable Housing Regulatory Agreement and Declaration of Restrictive
Covenants (this “Agreement”) is entered into effective as of , 2017
(“Effective Date™) by and between the City of St. Helena, a municipal corporation (“City™) and
Calistoga Affordable Housing, Inc., a California nonprofit public benefit corporation (“Owner™).
The City and the Owner are collectively referred to herein as the “Parties.”

RECITALS

A, Owner is the owner of the real property located at 1105 Pope Street in the City of
St. Helena, Napa County, California, known as Napa County Assessor’s Parcel No. 009-090-003,
and more particularly described in Exhibit A attached hereto (the “Property”).

B. Owner intends to develop, own and operate an affordable housing development on
the Property consisting of eight (8) apartments and related improvements (collectively, the
“Project”) in accordance with that certain Affordable Housing Loan Agreement (the “Loan
Agreement”) dated as of the dale hereof and executed by and between Owner and City.
Capitalized terms used without definition herein shall have the meaning ascribed to such terms in
the Loan Agreement.

C. The Loan Agreement provides that the residential units developed on the Property
will be required to be available to Eligible Households at Affordable Rents (defined below) in
accordance with this Agreement for a period of not less than fifty-five (55) years.

D. Subject to the terms and conditions set forth in the Loan Agreement, City has
agreed to provide to Owner a loan using funds from the City’s Affordable Housing Trust Fund in
the amount of up to Seven Hundred Thousand Dollars ($700,000) (the “Loan’) to provide
partial financing for the Project. In connection with the Loan, Owner shall execute and deliver to
City a Secured Promissory Note dated as of the date hereof (the “Note”) and a Deed of Trust,
Assignment of Rents, Security Agreement and Fixture Filing dated as of the date hereof (the
“Deed of Trust”) shall be executed by Owner for the benefit of City and recorded in the Official
Records of Napa County (“Official Records”) substantially concurrently herewith.

E. As a condition to its agreement to provide the Loan to Owner, City requires the
Property to be subject to the terms, conditions and restrictions set forth herein.

F. The purpose of this Agreement is to satisfy the affordability requirements of the
City’s affordable housing program and to regulate and restrict the occupancy and rents of the
Project’s dwelling units for the benefit of the Project occupants. The Parties intend the covenants set
forth in this Agreement to run with the land and to be binding upon Owner and Owner’s successors
and assigns for the full term of this Agreement.

ORK #4847-3869-1616 V5
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AGREEMENT

NOW THEREFORE, in consideration of the foregoing, and other valuable
consideration, the receipt and sufficiency of which are hereby acknowledged, the Parties hereby
agree as follows.

1. Definitions. The following terms have the meanings set forth in this Section wherever
used in this Agreement or the attached exhibits.

“Actual Household Size" means the actual number of persons in the applicable
household.

“Adjusted for Family Size Appropriate for the Unit” shall be determined consistent
with Section 50052.5(h) of the California Health and Safety Code, subject to the application of
federal rules and regulations applicable to Project financing sources.

"Affordable Rent" means the following amounts, less a utility allowance for tenant-paid
utilities in an amount established by the City of Napa Housing Authority or otherwise approved
by City, and other fees and charges required to be paid by all tenants of the Project on a non-
optional basis (e.g., mandatory parking fees and other mandatory service charges): a monthly
rent that does not exceed one-twelfth of thirty percent (30%) of sixty percent (60%) of Area
Median Income, Adjusted for Family Size Appropriate for the Unit.

"Area Median Income" or "AMI" means the median income for Napa County,
California, adjusted for Actual Household Size, as determined by the U.S. Department of
Housing and Urban Development (“HUD”) pursuant to Section 8 of the United States Housing
Act of 1937 and as published from time to time by the State of California Department of Housing
and Community Development (“HCD”) in Section 6932 of Title 25 of the California Code of
Regulations or successor provision published pursvant to California Health and Safety Code
Section 50093(c).

“City’s Authorized Representative’’ means the City Manager of the City of St.
Helena or the Planning and Community Improvement Director of the City of St. Helena.

“City Documents” means the Loan Agreement, the Note, the Deed of Trust, and this
Agreement.

“Claims” is defined in Section 2.6.
“Deed of Trust” is defined in Recital D.

“Eligible Household” means a household for which household Gross Income upon initial
occupancy does not exceed eighty percent (80%) of AMI
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“Gross Income” shall have the meaning set forth in Section 6914 of Title 25 of the
California Code of Regulations as such Section may be revised from time to time.

“Indemnitees” is defined in Section 2.6.

“Loan Agreement” is defined in Recital B.

“Marketing and Management Plan” is defined in Section 6.5.

“Note” is defined in Recital D.

“Regulations” means Title 25 of the California Code of Regulations.

2. Use and Affordability Restrictions. Owner hereby covenants and agrees, for itself and its
successors and assigns, that the Property shall be used solely for the operation of a multifamily
rental housing development in compliance with the Loan Agreement and the requirements set
forth herein. Owner represents and warrants that it has not entered into any agreement that would
restrict or compromise its ability to comply with the occupancy and affordability restrictions set
forth in this Agreement, and Owner covenants that it shall not enter into any agreement that is
inconsistent with such restrictions without the express writien consent of City.

2.1  Affordability Requirements. For a term of fifiy-five (55) years commencing upon
the date of City’s issuance of a final certificate of occupancy or equivalent for the Project all of
the residential units in the Project shall be rented to Eligible Households at Affordable Rents, or
if vacant shall be available for occupancy by Eligible Households at Affordable Rents.

Notwithstanding anything to the contrary contained in this Agreement, if other Project
lenders, Project investors, or regulatory agencies require stricter household income eligibility or
affordability requirements than those imposed hereby, the requirements of such other lenders,
investors or regulatory agencies shall prevail.

2.2 Rents; Over-Income Tenants. Rents payable by tenants of the Project shall be
limited to Affordable Rents. Nothing in this Agreement is intended to preclude the Owner from
participating in the Section 8 voucher program or other rent subsidy program pursuant to which
the rent charged for a unit may be set at a rate that is higher than Affordable Rent, provided that
the portion of the rent payable by the tenant is limited to Affordable Rent.

If upon recertification of tenant incomes, Owner determines that a tenant has a household
Gross Income that exceeds the qualifying income for Eligible Households, the tenant shall be
permitted to continue to occupy the unit until the expiration of the term of the tenant’s lease.
Upon expiration of the tenant's lease and following six (6) months’ written notice, such tenant
shall be required to vacate the unit, and Owner shall rent the unit to an Eligible Household at an
Affordable Rent.

In the event of inconsistency between the provisions of this Section 2.2 and rules
applicable to the Project in connection with low-income housing tax credits, tax-exempt bonds,
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or other sources of public financing provided for the Project, the rules applicable pursuant to
such financing source shall prevail.

2.3  Intentionally omitted.

24  No Condominium Conversion. Owner shall not convert the Project to
condominium or cooperative ownership or sell condominium or cooperative rights to the Project or
any part thereof during the term of this Agreement.

2.5 Non-Discrimination; Compliance with Fair Housing Laws.

2.5.1 Preference for Displaced and Local Residents. To the extent permitted by
law and consistent with the program regulations for funding sources used for development of the
Project or for tenant rent subsidies, in accordance with the City’s Amended Local Preference
Policy approved on October 28, 2014 by Resolution 2014, Owner shall give first priority in the
rental of the residential units in the Project to Eligible Households that include at least one
member who was displaced from their affordable housing located within the City because of
substandard and/or unsafe living conditions resulting in Code enforcement proceedings by the
City. Owner shall give second priority to Eligible Households that include at least one member
who lives or works within the St. Helena Unified School District geographic boundaries. In the
event there are fewer Eligible Household applicants that meet the criteria specified in this
paragraph than there are available units, units shall be made available to members of the general
public who are Eligible Households. Notwithstanding the foregoing, in the event of a conflict
between this provision and the provisions of Section 42 of the Internal Revenue Code of 1986, as
amended, the provisions of such Section 42 shall control if such provisions apply to the project
due to Project financing sources,

2.5.2 Fair Housing. Owner shall comply with state and federal fair housing laws
in the marketing and rental of the units in the Project. Owner shall accept as tenants, on the same
basis as all other prospective tenants, persons who are recipients of federal certificates or
vouchers for rent subsidies pursuant to the existing Section 8 program or any successor thereto.

2.5.3 Non-Discrimination. Owner covenants for itself and all persons claiming
under or through it, and this Agreement is made and accepted upon and subject to the condition
that there shall be no discrimination against or segregation of any person or group of persons on
account of any basis listed in subdivision (a) or (d) of Section 12955 of the Government Code, as
those bases are defined in Sections 12926, 12926.1, subdivision (m} and paragraph (1) of
subdivision (p) of Section 12955, and Section 12955.2 of the Government Code, in the sale,
lease, sublease, transfer, use, occupancy, tenure or enjoyment of the Property or part thereof, nor
shall Owner or any person claiming under or through Owner establish or permit any such practice
or practices of discrimination or segregation with reference to the selection, location, number,
use or occupancy of tenants, lessees, subtenants, sublessees or vendees in, of, or for the Property
or part thereof. Owner shall include such provision in all deeds, leases, contracts and other
instruments executed by Owner, and shall enforce the same diligently and in good faith.
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All deeds, leases or contracts made or entered into by Owner, its successors or
assigns, as to any portion of the Property or the Improvements shall contain the following
language:

{(a) (1) In Deeds, the following language shall appear:

“Grantee herein covenants by and for itself, its successors and assigns, and all
persens claiming under or through it, that there shall be no discrimination against
or segregation of a person or of a group of persons on account of any basis lsted
in subdivision {a) or (d) of Section 12955 of the Government Code, as those bases
are defined in Sections 12926, 12926.1, subdivision (m) and paragraph (1) of
subdivision (p) of Section 12955, and Section 12955.2 of the Government Code,
in the sale, lease, sublease, transfer, use, occupancy, tenure or enjoyment of the
property herein conveyed nor shall the grantee or any person claiming under or
through the grantee establish or permit any such practice or practices of
discrimination or segregation with reference to the selection, location, number,
use or occupancy of tenants, lessees, subtenants, sublessees or vendees in the
property herein conveyed. The foregoing covenant shall run with the land.”

(2)  Notwithstanding paragraph (1), with respect to familial status, paragraph
(1) shall not be construed to apply to housing for older persons, as defined in
Section 12955.9 of the Government Code. With respect to familial status, nothing
in paragraph (1) shall be construed to affect Sections 51.2, 51.3, 51.4, 51.10,
51.11 and 799.5 of the Civil Code, relating to housing for senior citizens.
Subdivision (d) of Section 51 and Section 1360 of the Civil Code and
subdivisions {n), (0), and (p) of Section 12955 of the Government Code shall

apply to paragraph (1).
(b) (1) In Leases, the following language shall appear:

“The lessee herein covenants by and for the lessee and lessee’s heirs, personal
representatives and assigns, and all persons claiming under the lessee or through
the lessee, that this lease is made subject to the condition that there shall be no
discrimination against or segregation of any person or of a group of persons on
account of race, color, creed, religion, sex, sexual orientation, marital status,
national origin, ancestry or disability in the leasing, subleasing, transferring, use,
occupancy, tenure or enjoyment of the property herein leased nor shall the lessee
or any person claiming under or through the lessee establish or permit any such
practice or practices of discrimination of segregation with reference to the
selection, location, number, use or occupancy of tenants, lessees, sublessees,
subtenants, or vendees in the property herein leased.”

(2)  Notwithstanding paragraph (1), with respect to familial status, paragraph
(1) shall not be construed to apply to housing for older persons, as defined in
Section 12955.9 of the Government Code. With respect to familial status, nothing
in paragraph (1) shall be construed to affect Sections 51.2, 51.3, 51.4, 51.10,
51.11 and 799.5 of the Civil Code, relating to housing for senior citizens.

6
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Subdivision (d) of Section 51 and Section 1360 of the Civil Code and
subdivisions (n), (0), and (p) of Section 12955 of the Government Code shall

apply to paragraph (1).

{c) In Contracts pertaining to management of the Project, the following
language shall appear:

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

2.6  Relocation. Persons residing on the Property as of the Effective Date of this
Agreement shall not be displaced before suitable replacement housing is available. Owner shall
ensure that all such occupants of the Property receive all notices, benefits and assistance to which
they are entitled in accordance with California Relocation Assistance Law (Government Code
Section 7260 e seq.), all state and local regulations implementing such law, and all other
applicable local, state and federal laws and regulations (collectively “Relocation Laws”) relating
to the displacement and relocation of eligible persons as defined in such Relocation Laws. All
costs incurred in connection with the temporary and/or permanent displacement and/or relocation
of occupants of the Property, including without limitation payments to a relocation consultant,
moving expenses, and payments for temporary and permanent relocation benefits pursuant to
Relocation Laws shall be paid by Owner.

Owner shall indemnify, defend (with counsel approved by City) and hold the City and its
elected and appointed officers, officials, employees, agents, consultants, contractors and
representatives (collectively, the “Indemnitees™) harmless from and against all liability, loss,
cost, expense (including without limitation attorneys’ fees and costs of litigation), claim,
demand, action, suit, judicial or administrative proceeding, penalty, deficiency, fine, order, and
damage (all of the foregoing collectively “Claims”) arising in connection with the breach of
Owner’s obligations set forth in this Section whether or not any insurance policies shall have
been determined to be applicable to any such Claims. Owner’s indemnification obligations set
forth in this Section (i) shall survive the expiration or earlier termination of this Agreement, and
(ii) shall not extend to Claims arising solely from the gross negligence or willful misconduct of
the Indemnitees. City does not and shall not waive any rights against Owner that it may have by
reason of any indemnity and hold harmless provision set forth in this Agreement because of the
acceptance by City, or the deposit with City by Owner, of any of the insurance policies described
in this Agreement.

3. Reporting Requirements; Access to Information; Inspections.

7
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3.1  Tenant Certification. Owner or Owner’s authorized agent shall obtain from each
household prior to initial occupancy of a dwelling unit in the Project, and on every anniversary
thereafter, a written certificate containing all of the following in such format and with such
supporting documentation as City may reasonably require:

i) The identity of each household member; and
(ii) The total household Gross Income;

Owner shall retain such certificates for not less than three (3) years, and upon City’s request,
shall provide copies of such certificates to City and make the originals available for City
inspection.

3.2 Annuval Report; Inspections. Following completion of Project construction, by not

later than April 1 of each year during the term of this Agreement, Owner shall submit an annual
report (“Annual Report”) to the City in form satisfactory to City, together with Owner’s
certification that the Project is in compliance with the requirements of this Agreement. The
Annual Report shall, at a minimum, include the following information for each dwelling unit in
the Project: (i) unit number; (ii) number of bedrooms; (iii) current rent and other charges; {iv)
dates of any vacancies during the previous year; (v) number of people residing in the unit; (vi)
total household Gross Income of residents; (vii) documentation of source of household income;
and (viii) the information required by Section 3.1. Upon request of City, Owner shall allow
City’s Authorized Representative to inspect and copy all records documenting the source of
household income.

Owner shall include with the Annual Report, an income recertification for each
household, documentation verifying tenant eligibility, and such additional information as City
may reasonably request from time to time in order to demonstrate compliance with this
Agreement. The Annual Report shall conform to the format requested by City; provided
however, during such time that the Project is subject to a regulatory agreement restricting
occupancy and/or rents pursuant to requirements imposed in connection with the use of state or
federal low-income housing tax credits, Owner may satisfy the requirements of this Section that
pertain to tenant income certification and rents by providing City with a copy of compliance
reports required in connection with such financing.

In addition to the information described above, the Annual Report shall include the
following:

(i) A Project income and expense statement for the reporting period;

(ii)  Proposed annual budget for the next fiscal year which sets forth Owner’s
estimate of operating income, operating expenses and debt service for the year, amounts payable
to reserves and proposed rent adjustments;

(iii) A report on maintenance and other issues anticipated to affect the current
budget needs of the Project as well as the amount in the Project’s reserve accounts and the

8
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amount expected o be needed for major repairs or other needs during the new fiscal year; and

(iv)  Information on the status of the waiting list for units, including the number
of households on the list and the number of persons on the list that meet the criteria set forth in
Section 2.5.1; and

Prior to any draw from Project replacement reserves, Owner shall provide the information
described in paragraph (iii) above to City together with a description of the specific capital
replacements or repairs proposed to be undertaken and a budget for such expenditures, and
Owner shall obtain City’s written consent prior to withdrawing funds from Project reserves
except in the event that emergency repairs are required. City shall review such proposal within
fifteen (15) business days, and City shall not unreasonably withhold consent to withdrawals for
capital repairs and replacements. Within sixty (60) days following the end of each fiscal year
during the term of this Agreement, Owner shall provide to City a copy of the annual financial
statements for the Project certified by Owner as accurate and complete, and if one has been
prepared for the Project, audited financial statements prepared by an independent certified public
accountant. City may require the audit to be accompanied by a supplemental report prepared in
accordance with City’s requirements. City may, from time to time request additional or different
information, and Owner shall promptly supply such information in the reports required
hereunder.

3.3. Maintenance of Records.

3.3.1 Owner shall maintain all records regarding the construction of the Project
for five (5) years after final payment and all other pending matters are closed. Owner shall alsc
maintain tenant leases, income certifications and other matters related to the leasing of the
affordable units for a period of five (5) years after the final date of occupancy by the tenant,

3.3.2 Records must be kept accurate and up-to-date. City shall notify Owner of
any records it deems insufficient. Owner shall have thirty (30) calendar days from such notice to
correct any specified deficiency in the records, or, if more than thirty (30) days shall be
reasonably necessary to correct the deficiency, Owner shall begin to correct the deficiency within
thirty (30) days and diligently pursue the correction of the deficiency as soon as reasonably
possible.

34 Access to Records; Inspections.

3.4.1 Owner shall provide City and its authorized agents and representatives
reasonable access to any books, documents, papers and records of the Project for the purpose of
making audits, examinations, excerpts and transcriptions, during normal business hours of
Owner and upon not less than three (3) business days’ written notice.

3.4.2 With 48-hours’ notice, during normal business hours and as often as may
be deemed necessary, City and its authorized agents and representatives shall be permitted access
to and the right to examine the Project and the Property and to interview tenants and employees
of the Project, for the purpose of verifying compliance with applicable regulations and

9
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compliance with the conditions of this Agreement and the other City Documents.

3.5  Annual Monitoring Fee. Owner agrees to pay to City an annual fee in the amount
of Five Hundred Sixty Dollars ($560.00) (i.e., Seventy Dollars ($70.00) per unit), increasing
annually by three percent (3%) to offset City’s costs to monitor compliance with this Agreement.
The fee shall be payable on October | of each year during the term of this Agreement,
commencing is the year following City’s issuance of a final certificate of occupancy or
equivalent for the Project.

4, Term of Agreement.

4,1  Term of Restrictions. This Agreement shall remain in effect through the fifty-fifth
(55™ anniversary of the City’s issuance of a final certificate of occupancy or equivalent for the
Project, unless the term is extended by mutual agreement of the Parties.

4.2  Effectiveness Succeeds Conveyance of Property and Repayment of Loan. This
Agreement shall remain effective and fully binding for the full term hereof, as such may be

extended pursuant to Section 4.1, regardless of (i) any sale, assignment, transfer, or conveyance of
the Property or the Project or any part thereof or interest therein, (ii) any payment, prepayment or
extinguishment of the Loan or Note, or (iii) any reconveyance of the Deed of Trust.

43  Reconveyance., Upon the termination of this Agreement, the Parties agree to
execute and record appropriate instruments to release and discharge this Agreement; provided,
however, the execution and recordation of such instruments shall not be necessary or a
prerequisite to the termination of this Agreement upon the expiration of the term as such may be
extended pursuant to Section 4.1.

5. Binding Upon Successors; Covenants to Run with the Land. Owner hereby subjects
its interest in the Property and the Project to the covenants and restrictions set forth in this

Agreement. The City and Owner hereby declare their express intent that the covenants and
restrictions set forth herein shall be deemed covenants running with the land and shall be binding
upon and inure to the benefit of the heirs, administrators, executors, successors in interest,
transferees, and assigns of Owner and City, regardless of any sale, assignment, conveyance or
transfer of the Property, the Project or any part thereof or interest therein. Any successor-in-interest
to Owner, including without limitation any purchaser, transferee or lessee of the Property or the
Project (other than the tenants of the individual dwelling units within the Project) shall be subject
to all of the duties and obligations imposed hereby for the full term of this Agreement. Each and
every contract, deed, ground lease or other instrument affecting or conveying the Property or the
Project or any part thereof, shall conclusively be held to have been executed, delivered and accepted
subject to the covenants, restrictions, duties and obligations set forth herein, regardless of whether
such covenants, restrictions, duties and obligations are set forth in such contract, deed, ground lease
or other instrument. If any such contract, deed, ground lease or other instrument has been
executed prior to the date hereof, Owner hereby covenants to obtain and deliver to City an
instrument in recordable form signed by the parties to such contract, deed, ground lease or other
instrument pursuant to which such parties acknowledge and accept this Agreement and agree to
be bound hereby.

10
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Owner agrees for itself and for its successors that in the event that a court of competent
jurisdiction determines that the covenants herein do not run with the land, such covenants shall
be enforced as equitable servitudes against the Property and the Project in favor of City.

6. Property Management:; Repair and Maintenance; Marketing.

6.1  Management Responsibilities. Owner shall be responsible for all management
functions with respect to the Property and the Project, including without limitation the
selection of tenants, certification and recertification of household income and eligibility,
evictions, collection of rents and deposits, maintenance, landscaping, routine and extraordinary
repairs, replacement of capital items, and security. City shall have no responsibility for
management or maintenance of the Property or the Project.

6.2 Management Entity. City shall have the right to review and approve the
qualifications of the management entity proposed by Owner for the Project, and shall have the
right to review and approve any agreement executed between Owner and the management entity,
which approval shall not be unreasonably withheld. The contracting of management services to
a management entity shall not relieve Owner of its primary responsibility for proper
performance of management duties. City hereby approves CRYRAG Inc., a California
corporation doing business as Crown Realty Property Management, as the initial management
entity for the Project. Any subsequent management entity shall be subject to City review and
approval, which shall not be unreasonably withheld or delayed. Upon City determination and
delivery of written notice to Owner that Owner has failed to operate the Project in accordance
with this Agreement, City may, subject to any applicable cure period, require Owner to contract
with a qualified management agent selected by City, 1o operate the Project, or to make such other
arrangements as City deems necessary to ensure performance of the required functions.

6.3  Repair, Maintenance and Security. Throughout the term of this Agreement,
Owner shall at its own expense, maintain the Property and the Project in good physical condition,
in good repair, and in decent, safe, sanitary, habitable and tenantable living conditions in
conformity with all applicable state, federal, and local laws, ordinances, codes, and regulations.
Without limiting the foregoing, Owner agrees to maintain the Project and the Property (including
without limitation, the residential units, common areas, meeting rooms, landscaping, driveways,
parking areas and walkways) in a condition free of all waste, nuisance, debris, unmaintained
landscaping, graffiti, disrepair, abandoned vehicles/appliances, and illegal activity, and shall take
all reasonable steps to prevent the same from occurring on the Property or at the Project. Owner
shall prevent and/or rectify any physical deterioration of the Property and the Project and
shall make all repairs, renewals and replacements necessary to keep the Property and the
improvements located thereon in good condition and repair. Owner shall provide adequate
security measures for the Project, including without limitation, the installation of adequate
lighting and deadbolt locks.

6.3.1 Additional Requirements. All construction work and professional services
for the Project shall be performed by persons or entities licensed or otherwise authorized to
perform the applicable work or service in the State of California and shall have a current City of
St. Helena business license if required under local law. To the extent allowed by state and
federal laws, Owner shall limit the installation of satellite dish, antenna and other such
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equipment to screened locations on the Property as approved by the City. Owner shall diligently
work to resolve complaints related to noise, parking, litter or other neighborhood concerns.

6.4 City’s Right to Perform Maintenance. In the event that Owner breaches any of the
covenants contained in Section 6.3, and such default continues for a period of ten (10) days after
written notice from City (with respect to graffiti, debris, and waste material) or thirty (30) days
after written notice from City (with respect to landscaping, building improvements and general
maintenance), or such additional time as is reasonably required to rectify the condition, then City,
in addition to any other remedy it may have under this Agreement or at law or in equity, shall
have the right, but not the obligation, to enter upon the Property and perform all acts and work
necessary to protect, maintain, and preserve the improvements and the landscaped areas on the
Property. All reasonable costs expended by City in connection with the foregoing, shall
constitute an indebtedness secured by the Deed of Trust, and shall be paid by Owner to City upon
demand. Al such sums remaining unpaid thirty (30) days following delivery of City’s invoice
therefor shall bear interest at the lesser of 8% per annum or the highest rate permitted by
applicable law. City shall have a lien against the Property for the amount of such unpaid sums
and shall have the right to record a Notice of Claim of Lien against the Property.

6.5  Marketing and Management Plan. Not later than ninety (90) days following
commencement of construction of the Project, Owner shall submit for City review and
approval, a plan for marketing and managing the Property ("Marketing and Management Plan"
or “Plan”). The Marketing and Management Plan shall address in detail how Owner plans to
market the Project to prospective Eligible Households in accordance with fair housing laws and this
Agreement, including without limitation Sections 2.5 and 2.6, Owner’s tenant selection criteria, and
how Owner plans to certify the eligibility of Eligible Households. The Plan shall also describe
the management team and shall address how the Owner and the management entity plan to
manage and maintain the Property and the Project. The Plan shall include the proposed
management agreement and the form of rental agreement that Owner proposes to enter into with
Project tenants. Owner shall abide by the terms of the Marketing and Management Plan in
marketing, managing, and maintaining the Property and the Project, and throughout the term of
this Agreement, shall submit proposed material modifications to City for review and approval.

In addition to the foregoing, the Marketing and Management Plan shall address the
following:

(a)  The actions to be taken by Owner to affirmatively market units in
compliance with fair housing laws and in compliance with City’s policies and procedures,
including the policies described in Section 2.5 above;

(b)  Criteria for determining tenant eligibility, including certification of
household income and size, and establishing reasonable occupancy standards (which shall
not exceed standards established by state and federal fair housing laws and state housing
and building codes) and procedures for screening prospective tenants, including obtaining
credit reports, unlawful detainer reports, landlord references, and criminal background
investigations;
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(©) A requirement that eligible tenants be selected based on order of
application, lottery or other reasonable method approved by City;

(d) A requirement that eligible applicants be notified of eligibility and be
provided an estimate regarding when a unit may be available;

(e) A requirement that ineligible applicants be notified of the reason for their
ineligibility;

) Specific procedures through which applicants deemed to be ineligible may
appeal this determination;

(g)  Maintenance of a waiting list of eligible applicants;

(h) Specific procedures for obtaining documentation regarding prospective
tenants’ incomes, as necessary, to certify that such income does not exceed income limits;

(i) Specific procedures for certification and recertification of household
incomes and procedures for handling over-income tenants;

() A requirement that a written rental agreement (subject to City approval) be
executed with each eligible household selected to occupy a unit;

k) A detailed listing of reasonable rules of conduct and occupancy which
shall be in writing, shall be consistent with federal and state law, and shall be provided to
each tenant upon occupancy;

Q) A requirement that there be no storage on balconies and patios and that
tenants must keep all balconies, patios and other exterior areas neat, clean and clutter free,
including no clotheslines or laundry;

(m) A parking management plan which details, among other things, how
parking spaces will be assigned, how guest parking will be handled and how parking will
be managed to encourage tenants to use their assigned parking spaces;

(n)  Procedures for maintenance and management of the Project;

(0) Procedures for dealing with tenant or neighborhood issues or concerns;

(p) Procedures for maintaining a reserve account, budgeting for maintenance
and repair needs as well as long-term rehabilitation needs and handling net cash flow; and

()  Such other requirements and criteria/procedures as City may determine
appropriate.

6.6  Approval of Amendments. If City has not responded to any submission of the
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Management and Marketing Plan, the proposed management entity, the proposed management
agreement, or a proposed amendment or change to any of the foregoing within sixty (60) days
following City’s receipt of such plan, proposal, agreement or amendment, the plan, proposal,
agreement, or amendment shall be deemed approved by City.

6.7  Fees, Taxes, and Other Levies. Owner shall be responsible for payment of all fees,
assessments, taxes, charges, liens and levies applicable to the Property or the Project, including
without limitation possessory interest taxes, if applicable, imposed by any public entity, and shall
pay such charges prior to delinquency. However, Owner shall not be required to pay any such
charge so long as (a) Owner is contesting such charge in good faith and by appropriate
proceedings, (b) Owner maintains reserves adequate to pay any contested liabilities, and {c) on
final determination of the proceeding or contest, Owner immediately pays or discharges any
decision or judgment rendered against it, together with all costs, charges and interest. The
foregoing is not intended to impair Owner’s ability to apply for any applicable exemption from
property taxes or other assessments and fees.

6.8  Insurance Coverage. Throughout the term of this Agreement Owner shall comply
with the insurance requirements set forth in Exhibit B, and shall, at Owner’s expense, maintain in
full force and effect insurance coverage as specified in Exhibit B.

6.9  Property Damage or Destruction. If any part of the Project is damaged or
destroyed, Owner shall repair or restore the same, consistent with the occupancy and rent
restriction requirements set forth in this Agreement. Such work shall be commenced as soon
as reasonably practicable after the damage or loss occurs and shall be completed within one
year thereafter or as soon as reasonably practicable, provided that insurance proceeds are
available to be applied to such repairs or restoration within such period and the repair or
restoration is financially feasible. During such time that lenders or low-income housing tax
credit investors providing financing for the Project impose requirements that differ from the
requirements of this Section the requirements of such lenders and investors shall prevail.

7. Recordation: Subordination. This Agreement shall be recorded in the Official Records of
Napa County. Owner hereby represents, warrants and covenants that with the exception of
easements of record, absent the written consent of City, this Agreement shall not be subordinated in
priority to any lien (other than those pertaining to taxes or assessments), encumbrance, or other
interest in the Property or the Project. If at the time this Agreement is recorded, any interest, lien,
or encumbrance has been recorded against the Project in position superior to this Agreement,
upon the request of City, Owner hereby covenants and agrees to promptly undertake all action
necessary to clear such matter from title or to subordinate such interest to this Agreement
consistent with the intent of and in accordance with this Section 7, and to provide such evidence
thereof as City may reasonably request. Notwithstanding the foregoing, the City agrees that the
City will not withhold consent to reasonable requests for subordination of this Agreement to
deeds of trust provided for the benefit of lenders identified in the Financing Plan (as defined in
the Loan Agreement) as it may be updated with City approval, provided that the instruments
effecting such subordination include reasonable protections to the City in the event of default,
including without limitation, extended notice and cure rights.
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8. Transfer and Encumbrance.

8.1 Restrictions on Transfer and Encumbrance. During the term of this Agreement,
except as permitted pursuant to the Loan Agreement or this Agreement, Owner shall not directly
or indirectly, voluntarily, involuntarily or by operation of law make or attempt any total or partial
sale, transfer, conveyance, assignment or lease (collectively, “Transfer”) of the whole or any
part of the Property, the Project, or the improvements located on the Property, without the prior
written consent of the City, which approval shall not be unreasonably withheld. In addition, prior
to the expiration of the term of this Agreement, except as expressly permitted by this Agreement
or the Loan Agreement, Owner shall not undergo any significant change of ownership without
the prior written approval of City. For purposes of this Agreement, a “significant change of
ownership™ shall mean a transfer of the beneficial interest in Owner of more than forty-nine
percent (49%) in aggregate of the present ownership and /or control of Owner, taking all transfers
into account on a cumulative basis; provided however, neither the admission of an investor
limited partner, nor the transfer by the investor limited partner to subsequent limited partners
shall be restricted by this provision.

8.2  Permitted Transfers. Notwithstanding any contrary provision hereof, the
prohibitions on Transfer set forth herein shall not be deemed to prevent: (i) the granting of
easements or permits to facilitate development of the Property; (ii) the dedication of any property
required pursvant to the Loan Agreement; (jii) the lease of individual dwelling units to tenants
for occupancy as their principal residence in accordance with this Agreement; (iv) assignments
creating security interests for the purpose of financing the acquisition, construction, or permanent
financing of the Project or the Property in accordance with the Loan Agreement, or Transfers
directly resulting from the foreclosure of, or granting of a deed in lieu of foreclosure of, such a
security interest; (v) a Transfer to a tax-exempt entity under the direct control of or under
common control with Owner; (vi) a Transfer to a limited partnership in which a tax-exempt
affiliate of Owner is the managing general partner (“Approved Partnership™); (vii) the
admission of limited partners and any transfer of limited partnership interests in accordance with
Owner’s, or the Approved Partnership’s, as applicable, agreement of limited partnership (the
“Partnership Agreement”); (viii) the removal of the general partner by the investor limited
partner for cause in accordance with the terms of the Partnership Agreement, provided that the
replacement general partner is an entity reasonably satisfactory to City; or (ix) the transfer of the
general partner’s interest to a nonprofit entity that is tax-exempt under Section 501(c)(3) of the
Internal Revenue Code of 1986 as amended {or to an entity wholly-owned thereby), provided
such replacement general partner is reasonably satisfactory to City.

8.3  Requirements for Proposed Transfers. The City may, in the exercise of its sole
discretion, consent to a proposed Transfer of this Agreement, the Property, the Improvements or
part thereof if all of the following requirements are met (provided however, the requirements of
this Section 8.3 shall not apply to Transfers described in clauses (i), (ii), (iii), (iv), (v) and (vii) of
Section 8.2, and solely with respect to the removal of the general partner by the investor limited
partner for a default under the Partnership Agreement, clause (viii) of Section 8.2, provided that
the provisions of this Section 8.3 shall apply to the selection of a replacement general partner in
the event of a removal of the general partner in accordance with clause (viii) of Section 8.2):
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(i) The proposed transferee demonstrates to the City’s satisfaction that it has
the qualifications, experience and financial resources necessary and adequate as may be
reasonably determined by the City to competently complete and manage the Project and to
otherwise fulfill the obligations undertaken by the Owner under this Agreement.

(i)  The Owner and the proposed transferee shall submit for City review and
approval all instruments and other legal documents proposed to effect any Transfer of all or any
part of or interest in the Property, the Improvements or this Agreement together with such
documentation of the proposed transferee’s qualifications and development capacity as the City
may reasonably request.

(ili)  The proposed transferee shall expressly assume all of the rights and
obligations of the Owner under this Agreement and the other City Loan Documents arising after
the effective date of the Transfer and all obligations of Owner arising prior to the effective date
of the Transfer (unless Owner expressly remains responsible for such obligations) and shall agree
to be subject to and assume all of Owner’s obligations pursuant to the Conditions of Approval
and all other conditions, and restrictions set forth in this Agreement.

(iv)  The Transfer shall be effectuated pursuant to a written instrument
satisfactory to the City in form recordable in the Official Records.

Consent to any proposed Transfer may be given by the City’s Authorized Representative
unless the City’s Authorized Representative, in his or her discretion, refers the matter of approval
to the City Council. If the City has not rejected a proposed Transfer or requested additional
information regarding a proposed Transfer in writing within forty-five (45) days following City’s
receipt of written request by Owner, the proposed Transfer shall be deemed approved.

8.4  Effect of Transfer without City Consent. In the absence of specific written
agreement by the City, no Transfer of the Property or the Project shall be deemed to relieve the
Owner or any other party from any obligation under this Agreement. It shall be an Event of
Default hereunder entitling City to pursue remedies including without limitation, acceleration of
the Loan and/or foreclosure under the Deed of Trust if without the prior written approval of the
City, Owner assigns or Transfers this Agreement, the Improvements, or the Property in violation
of Section 8 and the Subsections thereof.

8.5  Recovery of City Costs. Owner shall reimburse City for all City costs, including
but not limited to reasonable attorneys’ fees, incurred in reviewing instruments and other legal
documents proposed to effect a Transfer under this Agreement and in reviewing the
qualifications and financial resources of a proposed successor, assignee, or transferee within
thirty {30) days following City’s delivery to Owner of an invoice detailing such costs.

8.6  Encumbrances. Owner agrees to use best efforts to ensure that all deeds of trust
or other security instruments and any applicable subordination agreement recorded against the
Property, the Project or part thereof for the benefit of a lender other than City (“Third-Party
Lender”) shall contain each of the following provisions: (i) Third-Party Lender shall use its best
efforts to provide to City a copy of any notice of default issued to Owner concurrently with
provision of such notice to Owner; (ii) City shall have the reasonable right, but not the
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obligation, to cure any default by Owner within the same period of time provided to Owner for
such cure extended by an additional ninety (90) days; (iii) provided that City has cured any
default under Third-Party Lender’s deed of trust and other loan documents, City shall have the
right to foreclose City's Deed of Trust and take title to the Project without acceleration of Third-
Party Lender’s debt; and (iv) City shall have the right to transfer the Project without acceleration
of Third-Party Lender’s debt to a nenprofit corporation or other entity which shall own and
operate the Project as an affordable rental housing Project, subject to the prior written consent of
the Third-Party Lender. Owner agrees to provide to City a copy of any notice of default Owner
receives from any Third-Party Lender within three (3) business days following Owner’s receipt
thereof.

8.7  Mortgagee Protection. No violation of any provision contained herein shall defeat
or render invalid the lien of any mortgage or deed of trust made in good faith and for value upon
all or any portion of the Project or the Property, and the purchaser at any trustee’s sale or
foreclosure sale shall not be liable for any violation of any provision hereof occurring prior to the
acquisition of title by such purchaser. Such purchaser shall be bound by and subject to this
Agreement from and after such trustee’s sale or foreclosure sale. Promptly upon determining
that a violation of this Agreement has occurred, City shall give written notice to the holders of
record of any mortgages or deeds of trust encumbering the Project or the Property that such
violation has occurred.

9. Default and Remedies.

9.1  Events of Default. The occurrence of any one or more of the following events
shall constitute an event of default hereunder ("Event of Default"):

(i) The occurrence of a Transfer in violation of Section 8 hereof;

(ii)  Owner’s failure to maintain insurance on the Property and the Project as
required hereunder, and the failure of Owner to cure such default within five (5) days;

(iii)  Subject to Owner’s right to contest the following charges, Owner’s failure
to pay taxes or assessments due on the Property or the Project or failure to pay any other
charge that may result in a lien on the Property or the Project, and Owner’s failure to cure
such default within twenty (20) days of delinquency, but in all events prior to the date
upon which the holder of any such lien has the right to foreclose thereon;

(iv) A default arises under any loan secured by a mortgage, deed of trust or
other security instrument recorded against the Property and remains uncured beyond any
applicable cure period such that the holder of such security instrument has the right to
accelerate repayment of such loan;

(v) A default arises under the Loan Agreement, the Note, or the Deed of Trust
and remains uncured beyond the expiration of any applicable cure period;

(vi)  Owner’s default in the performance of any term, provision or covenant
under this Agreement (other than an obligation enumerated in this Section 9.1), and
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unless such provision specifies a shorter cure period for such default, the continuation of
such default for fifteen (15) days in the event of a monetary default or thirty (30) days in
the event of a non-monetary default following the date upon which City shall have given
written notice of the default to Owner, or if the nature of any such non-monetary default
is such that it cannot be cured within thirty (30) days, Owner’s failure to commence to
cure the defanlt within thirty (30) days and thereafter prosecute the curing of such default
with due diligence and in good faith.

9.2 Remedies. Upon the occurrence of an Event of Default and its continuation
beyond any applicable cure period, City may proceed with any of the following remedies:

(@ Bring an action for equitable relief seeking the specific performance of the
terms and conditions of this Agreement, and/or enjoining, abating, or preventing any
violation of such terms and conditions, and/or seeking declaratory relief;

(i1) Accelerate and declare the balance of the Note and interest accrued
thereon immediately due and payable and proceed with foreclosure under the Deed of
Trust;

(iii).  For violations of obligations with respect to rents for dwelling units in the
Project, impose as liquidated damages a charge in an amount equal to the actual amount
collected in excess of the Affordable Rent;

(iv).  Pursue any other remedy allowed under the City Documents or at law or in
equity.

Each of the remedies provided herein is cumulative and not exclusive. The City may
exercise from time to time any rights and remedies available to it under applicable law or in
equity, in addition to, and not in lieu of, any rights and remedies expressly provided in this
Agreement.

10.  Indemnity. Owner shall indemnify, defend (with counsel approved by City) and hold the
Indemnitees harmless from and against all Claims arising directly or indirectly, in whole or in
part, as a result of or in connection with Owner’s construction, management, or operation of the
Property and the Project or any failure to perform any obligation as and when required by this
Agreement. Owner's indemnification obligations under this Section 10 shall not extend to
Claims resulting solely from the gross negligence or willful misconduct of Indemnitees. The
provisions of this Section 10 shall survive the expiration or earlier termination of this Agreement.
City does not and shall not waive any rights against Owner that it may have by reason of any
indemnity and hold harmless provision set forth in this Agreement because of the acceptance by
City, or the deposit with City by Owner, of any of the insurance policies described in this
Agreement.

11. Miscellaneous.

11.1  Amendments. This Agreement may be amended or modified only by a written
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instrument signed by both Parties.

11.2  No Waiver. Any waiver by City of any term or provision of this Agreement must
be in writing. No waiver shall be implied from any delay or failure by City to take action on
any breach or default hereunder or to pursue any remedy allowed under this Agreement or
applicable law. No failure or delay by City at any time to require strict performance by Owner of
any provision of this Agreement or to exercise any election contained herein or any right, power
or remedy hereunder shall be construed as a waiver of any other provision or any succeeding
breach of the same or any other provision hereof or a relinguishment for the future of such
election.

11.3  Notices. Except as otherwise specified herein, all notices to be sent pursuant to
this Agreement shall be made in writing, and sent to the Parties at their respective addresses
specified below or to such other address as a Party may designate by written notice delivered to
the other parties in accordance with this Section. All such notices shall be sent by: (i) personal
delivery, in which case notice is effective upon delivery; (ii) certified or registered mail, return
receipt requested, in which case notice shall be deemed delivered upon receipt if delivery is
confirmed by a return receipt; or (iii) nationally recognized overnight courier, with charges
prepaid or charged to the sender’s account, in which case notice is effective on delivery if
delivery is confirmed by the delivery service.

City: City of St. Helena
1480 Main Street
St. Helena, CA 94574
Attention: City Manager

Owner: Calistoga Affordable Housing, Inc.
1332 Lincoln Avenue
Calistoga, CA 94515
Attention: Executive Director

114 Further Assurances. The Parties shall execute, acknowledge and deliver to the
other such other documents and instruments, and take such other actions, as either shall
reasonably request as may be necessary to carry out the intent of this Agreement.

11.5 Parties Not Co-Venturers; Independent Contractor; No Agency Relationship.
Nothing in this Agreement is intended to or shall establish the Parties as partners, co-venturers,
or principal and agent with one another. The relationship of Owner and City shall not be
construed as a joint venture, equity venture, partnership or any other relationship. City neither
undertakes nor assumes any responsibility or duty to Owner (except as expressly provided in this
Agreement) or to any third party with respect to the Project. Owner and its employees are not
employees of City but rather are, and shall always be considered independent contractors.
Furthermore, Owner and its employees shall at no time pretend to be or hold themselves out as
employees or agents of City. Except as City may specify in writing, Owner shall not have any
authority to act as an agent of City or to bind City to any obligation.

11.6  Action by the City. Except as may be otherwise specifically provided herein,
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whenever any approval, notice, direction, consent or request by the City is required or permitted
under this Agreement, such action shall be in writing, and such action may be given, made or
taken by the City’s Authorized Representative or by any person who shall have been designated
by the City’s Authorized Representative, without further approval by the City Council.

11.7  Non-Liability of City and City Officials, Employees and Agents. No member,
official, employee or agent of the City shall be personally liable to Owner or any successor in

interest, in the event of any default or breach by the City, or for any amount of money which may
become due to Owner or its successor or for any obligation of City under this Agreement.

11.8  Headings: Construction; Statutory References. The headings of the sections and
paragraphs of this Agreement are for convenience only and shall not be used to interpret this
Agreement. The language of this Agreement shall be construed as a whole according to its fair
meaning and not strictly for or against any Party. All references in this Agreement to particular
statutes, regulations, ordinances or resolutions of the United States, the State of California, or the
City of St. Helena shall be deemed to include the same statute, regulation, ordinance or
resolution as hereafter amended or renumbered, or if repealed, to such other provisions as may
thereafter govern the same subject.

11.9  Time is of the Essence. Time is of the essence in the performance of this
Agreement.

11.10 Governing Law: Venue. This Agreement shall be construed in accordance with
the laws of the State of California without regard to principles of conflicts of law. Any action to
enforce or interpret this Agreement shall be filed and heard in the Superior Court of Napa
County, California or in the Federal District Court for the Northern District of California.

11.11 Attorneys' Fees and Costs. If any legal or administrative action is brought to
interpret or enforce the terms of this Agreement, the prevailing party shall be entitled to recover all
reasonable attorneys' fees and costs incurred in such action.

11,12 Severability. If any provision of this Agreement is held invalid, illegal, or
unenforceable by a court of competent jurisdiction, the validity, legality, and enforceability of
the remaining provisions shall not be affected or impaired thereby.

11.13 Entire Agreement: Exhibits. This Agreement, together with the Loan Agreement
and the Deed of Trust contains the entire agreement of Parties with respect to the subject matter
hereof, and supersedes all prior oral or written agreements between the Parties with respect
thereto. Exhibits A and B, attached hereto are incorporated herein by this reference.

11.14 Counterparts. This Agreement may be executed in multiple counterparts, each of
which shall be an original and all of which together shall constitute one agreement.
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IN WITNESS WHEREOF, the Parties have executed this Affordable Housing Regulatory

Agreement and Declaration of Restrictive Covenants as of the date first written above.

CITY:
CITY OF ST. HELENA, a municipal corporation

By:

Print Name:

Title:

Attest:

By:

City Clerk
Approved as to form:

By:

City Attorney

OWNER:

CALISTOGA AFFORDABLE HOUSING, INC.,
a California nonprofit public benefit corporation

By:

Print Name:

Title:

SIGNATURES MUST BE NOTARIZED.
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A notary public or other officer completing this certificate verifies only the identity of the
individual who signed the document to which this certificate is attached, and not the
truthfulness, accuracy, or validity of that document.

STATE OF CALIFORNIA )

)
COUNTY OF NAPA )
On , 20__, before me, , Notary Public, personally
appeared , who proved to me on the basis of

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

I certify under PENALTY OF PERJURY under the laws of the State of California that the
foregoing paragraph is true and correct.

WITNESS my hand and official seal.

Signature (Seal)
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A notary public or other officer completing this certificate verifies only the identity of the individual
who signed the document to which this certificate is attached, and not the truthfulness, accuracy, or
validity of that document.

STATE OF CALIFORNIA )

)
COUNTY OF NAPA )
On , 20__, before me, , Notary Public, personally
appeared , who proved to me on the basis of

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

I certify under PENALTY OF PERJURY under the laws of the State of California that the
foregoing paragraph is true and correct.

WITNESS my hand and official seal.

Signature (Seal)
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Exhibit A

PROPERTY

The real property situated in the City of St. Helena, County of Napa, State of California, described
as follows:

COMMENCING at a point on the Southeastern line of Pope Street, distant thereon 126 feet and 7
inches Northeasterly from the point of intersection thereof with the centerline of the main tract of
the Southern Pacific Railroad Company; running thence Northeasterly, along said line of Pope
Street, 50 feet to the Southwestern line of the lot of land heretofore conveyed to Emma R. Davis
Mooney by Deed recorded February 25, 1889, in Book 45 of Deeds at page 73, said Napa County
Records; thence Southeasterly along the Southwestern line of lot conveyed to Mooney, 150 feet,
more or less, to the middle of Sulphur Springs Creek; thence up the middle of said creek, in a
southwesterly direction, 50 feet, more or less, to the intersection thereof with a line drawn
Southeasterly through the point of commencement and parallel with the Southwestern line of said
lot conveyed to Mooney above referred to; thence Northwesterly, along last mentioned line, 180
feet more or less, to the point of commencement.

APN: 009-090-003
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Exhibit B

INSURANCE REQUIREMENTS

Prior to initiating work on the Project and continuing through throughout the term of this
Agreement, Owner shall obtain and maintain the following policies of insurance:

(a) a commercial general liability policy in the amount of Two Million Dollars
($2,000,000) each occurrence, Two Million Dollars ($2,000,000) annual aggregate, including
coverage for bodily injury, property damage, products, completed operations and contractual
liability coverage. Such policy or policies shall be written on an occurrence basis and shall name
the Indemnitees as additional insureds.

(b)  acomprehensive automobile liability coverage in the amount of Two Million
Dollars ($2,000,000), combined single limit including coverage for owned and non-owned
vehicles and shall furnish or cause to be furnished to City evidence satisfactory to City that Owner
and any contractor with whom Owner has contracted for the performance of work on the Property
or otherwise pursuant to this Agreement carries workers’ compensation insurance as required by
law. Automobile liability policies shall name the Indemnitees as additional insureds.

(¢}  Owner shall furnish or cause to be furnished to City evidence satisfactory to City
that Owner and any contractor that has contracted for the performance of work on the Property or
otherwise pursuant to this Agreement carries statutory Workers’ Compensation insurance and
Employer’s Liability insurance in a minimum amount of One Million Dollars ($1,000,000) per
accident.

(d)  Upon commencement of construction and continuing until issuance of a Certificate
of Completion, Owner and all contractors working on behalf of Owner shall maintain a policy of
builder's all-risk insurance in an amount not less than the full insurable cost of the Project on a
replacement cost basis naming City as loss payee.

(e)  Upon completion of Project construction, Owner shall maintain property insurance
covering all risks of loss (other than earthquake), including flood (if required) for 100% of the
replacement value of the Project with deductible, if any, in an amount acceptable to City, naming
City as loss payee.

()  Companies writing the insurance required hereunder shall be licensed to do
business in the State of California. Insurance shall be placed with insurers with a current A.M.
Best's rating of no less than A: VII. The Commercial General Liability and comprehensive
automobile policies required hereunder shall name the Indemnitees as additional insureds.
Builder’s Risk and property insurance shall name City as loss payee as its interests may appear.

43) Prior to commencement of construction, Owner shall furnish City with certificates
of insurance in form acceptable to City evidencing the required insurance coverage and duly
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executed endorsements evidencing such additional insured status. The certificates shall contain a
statement of obligation on the part of the carrier to notify City of any material adverse change,
cancellation, termination or non-renewal of the coverage at least thirty (30) days in advance of the
effective date of any such material adverse change, cancellation, termination or non-renewal.

The additional insured endorsements for the general liability coverage shall use
Insurance Services Office (ISO) Form No. CG 2009 11 85 or CG 20 10 11 85, or equivalent,
including (if used together) CG 2010 10 01 and CG 2037 10 01; but shall not use the following
forms: CG 20 10 10 93 or 03 94. Upon request by City’s Risk Manager, Owner shall provide or
arrange for the insurer to provide within thirty (30) days of the request, certified copies of the
actual insurance policies or relevant portions thereof.

(h)  Ifany insurance policy or coverage required hereunder is canceled or reduced,
Owner shall, within fifteen (15) days after receipt of notice of such cancellation or reduction in
coverage, but in no event later than the effective date of cancellation or reduction, file with City a
certificate showing that the required insurance has been reinstated or provided through another
insurance company or companies. Upon failure to so file such certificate, City may, without
further notice and at its option, procure such insurance coverage at Owner’s expense, and Owner
shall promptly reimburse City for such expense upon receipt of billing from City.

(i) Coverage provided by Owner shall be primary insurance and shall not be
contributing with any insurance, or self-insurance maintained by City, and the policies shall so
provide. The insurance policies shall contain a waiver of subrogation for the benefit of the City.
Owner shall furnish the required certificates and endorsements to City prior to the commencement
of construction of the Project, and shall provide City with certified copies of the required
insurance policies upon request of City.

() Deductibles/Retentions. Any deductibles or self-insured retentions shall be
declared to, and be subject to approval by, City’s Risk Manager. At the option of and upon
request by City’s Risk Manager if the Risk Manager determines that such deductibles or retentions
are unreasonably high, either the insurer shall reduce or eliminate such deductibles or self-
insurance retentions as respects the Indemnitees or Owner shall procure a bond guaranteeing
payment of losses and related investigations, claims administration and defense expenses.

(k)  Adjustments. The limits of the liability coverage and, if necessary, the terms and
conditions of insurance, shall be reasonably adjusted from time to time (not less than every five
(5) years after the Effective Date nor more than once in every three (3) year period) to address
changes in circumstances, including, but not limited to, changes in the purchasing power of the
dollar and the litigation climate in California. Within thirty (30) days following City's delivery of
written notice of any such adjustments, Owner shall provide City with amended or new insurance
certificates and endorsements evidencing compliance with such adjustments.
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Resolution Attachment B

SECURED PROMISSORY NOTE
(Turley Flats)

$700,000 St. Helena, California
, 2017

FOR VALUE RECEIVED, Calistoga Affordable Housing, Inc., a California nonprofit
public benefit corporation (“Borrower™), promises to pay to the City of St. Helena, a municipal
corporation (the “City”), in lawful money of the United States of America, the principal sum of
Seven Hundred Thousand Dollars ($700,000) or so much thereof as may be advanced by City
pursuant to the Loan Agreement referred to below, together with interest on the outstanding
principal balance in accordance with the terms and conditions described herein. Interest shall accrue
on the principal balance of this Note outstanding from time to time at the rate of three percent
(3.0%) simple interest per annum. Interest shall be calculated on the basis of a year of 365 days,
and charged for the actual number of days elapsed.

This Secured Promissory Note (this “Note™) has been executed and delivered pursuant to
and in accordance with an Affordable Housing Loan Agreement, dated as of the date hereof,
executed by and between City and Borrower (the “Loan Agreement”), and is subject to the
terms and conditions of the Loan Agreement, which is by this reference incorporated herein and
made a part hereof. Capitalized terms used but not defined herein shall have the meaning
ascribed to such terms in the Loan Agreement.

This Note is secured by a Deed of Trust, Assignment of Rents, Security Agreement and
Fixture Filing (“Deed of Trust”) dated as of the date hereof, executed by Borrower for the
benefit of City and encumbering the property described therein. City shall be entitled to the
benefits of the security provided by the Deed of Trust and shall have the right to enforce the
covenants and agreements contained herein, in the Deed of Trust, the Loan Agreement, and the
other City Documents, including without limitation, that certain Affordable Housing Regulatory
Agreement and Declaration of Restrictive Covenants dated as of the date hereof, executed by and
between City and Borrower and recorded in the Official Records of Napa County (the
“Regulatory Agreement”). The rent restrictions and other requirements set forth in the
Regulatory Agreement shall remain effective for the full term of the Regulatory Agreement and
shall survive the repayment of this Note. The Loan Agreement, this Note, the Regulatory
Agreement, and the Deed of Trust are collectively referred to herein as the “City Documents.”

1. PAYMENTS.

1.1  PAYMENT DATES; MATURITY DATE. Subject to Section 1.2 below, annual
payments on this Note shall be payable on a residual receipts basis with twenty-five percent
(25%) of all Surplus Cash (defined below) payable to City toward principal and accrued interest.
Payments shall be credited first to any unpaid late charges and other costs and fees then due, then
to accrued interest, and then to principal. In no event shall any amount due under this Note
become subject to any rights, offset, deduction or counterclaim on the part of Borrower. The
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Resolution Attachment B

entire outstanding principal balance of this Note, together with interest accrued thereon and all
other sums accrued hereunder shall be payable in full on the date which is the thirtieth (30")
anniversary of the date of this Note (the “Maturity Date™).

1.2 ANNUAL PAYMENTS FROM SURPLUS CASH. Subject to the provisions of
this Section, by no later than April 1 of each year following the issuance of a final certificate of
occupancy or equivalent for the Project, Borrower shall pay to City twenty-five percent (25%) of
Surplus Cash generated by the Project during the previous calendar year to reduce the
indebtedness owed under this Note. If the County of Napa (“County”) provides a loan or grant
in an amount equal to at least Six Hundred Thousand Dollars ($600,000) to assist in financing
development of the Project, City and County shall share fifty percent (50%) of Surplus Cash,
with each such entity annually receiving twenty-five percent (25%) of Surplus Cash,
Notwithstanding any contrary provision hereof, if County does not provide such financing, or at
such time that the Borrower’s obligation to repay such County financing is either satisfied or
forgiven, then the percentage of Surplus Cash annually payable to City shall increase to fifty
percent (50%).

No later than February I of each year following the issuance of a final certificate of
occupancy or equivalent for the Project, Borrower shall provide to City Borrower’s calculation of
Surplus Cash for the previous calendar year, accompanied by such supporting documentation as
City may reasonably request, including without limitation, annual financial statements for the
Project certified by Owner as accurate and complete, and if one has been prepared, an
independent audit prepared for the Project by a certified public accountant. City shall have the
right to inspect and audit Borrower’s books and records concerning the calculation of Surplus
Cash, and to object within sixty (60) days from receipt of Borrower's statement. Failure to timely
object shall be deemed acceptance. If City does object, City shall specify the reasons for
disapproval. Borrower shall have thirty (30) days to reconcile any disapproved item. If Borrower
and City cannot agree on the amount of Surplus Cash, an independent auditor mutually selected
by Borrower and City shall resolve any disputed items. The cost of the auditor shall be shared
equally by Borrower and City.

No later than November | of each year following issuance of the final certificate of
occupancy or equivalent for the Project, Borrower shall provide to City a projected budget for
the following calendar year which shall include an estimate of Surplus Cash. City will review
the proposed budget and, if acceptable, approve it, which approval shall not be unreasonably
withheld, provided, however, if the proposed budget has not been rejected by City within 30 days
of receipt, City shall be deemed to have accepted the budget. If the budget is not acceptable,
City shall specify the reasons for disapproval. Once approved, any changes to the budget for
discretionary items that exceed ten percent (10%) of the total budget shall require City's prior
written consent, which consent shall not be unreasonably withheld.

1.2.1 “Surplus Cash” shall mean for each calendar year during the term hereof,
the amount by which Gross Revenue (defined below) exceeds Annual Operating Expenses
(defined below) for the Project. Surplus Cash shall also include net cash proceeds realized from
any refinancing of the Project, less fees and closing costs reasonably incurred in connection with
such refinancing, and any City-approved uses of the net cash proceeds of the refinancing.
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1.2.2  “Gross Revenue” shall mean for each calendar year during the term
hereof, all revenue, income, receipts and other consideration actually received from the operation
and leasing of the Project. Gross Revenue shall include, but not be limited to: all rents, fees and
charges paid by tenants; Section 8 payments or other rental subsidy payments received for the
dwelling units; deposits forfeited by tenants; all cancellation fees, price index adjustments and
any other rental adjustments to leases or rental agreements; proceeds from vending and laundry
room machines; the proceeds of business interruption or similar insurance; the proceeds of
casualty insurance not required to be paid to the holders of Approved Senior Loans (provided
however, expenditure of such proceeds for repair or restoration of the Project shall be included
within Annual Operating Expenses in the year of the expenditure); condemnation awards for a
taking of part or all of the Property or the Improvements for a temporary period; and the fair
market value of any goods or services provided to Borrower in consideration for the leasing or
other use of any part of the Project. Gross Revenue shall include any release of funds from
replacement and other reserve accounts to Borrower other than for costs associated with the
Project. Gross Revenue shall not include tenant security deposits, loan proceeds, capital
contributions or similar advances.

1.2.3 “Annual Operating Expenses” shall mean for each calendar year during
term hereof, the following costs reasonably and actually incurred for the operation and
maintenance of the Project to the extent that they are consistent with an annual independent audit
performed by a certified public accountant using generally accepted accounting principles:
property taxes and assessments; debt service currently due and payable on a non-optional basis
(excluding debt service due from residual receipts or surplus cash of the Project) on loans which
have been approved in writing by the City and which are secured by deeds of trust senior in
priority to the Deed of Trust (“Approved Senior Loans”); reasonable property management fees
and reimbursements not to exceed fees and reimbursements which are standard in the industry
and paid pursuant to a property management agreement approved by City; premiums for
property damage and liability insurance; utility service costs not paid for directly or indirectly by
tenants; maintenance and repair costs; fees for licenses and permits required for the operation of
the Project; expenses for security services; advertising and marketing costs; payment of
deductibles in connection with casualty insurance claims not paid from reserves; tenant services;
the amount of uninsured losses actually replaced, repaired or restored and not paid from reserves;
cash deposits into reserves for capital replacements in an amount no more than $500 per unit per
year or such greater amount as reasonably required by the holder of an Approved Senior Loan or
as required by a physical needs assessment prepared by a third-party selected or approved by
City and prepared at Borrower’s expense; cash deposits into operating reserves in an amount
reasonably approved by the City or required by the holder of an Approved Senior Loan, but only
if the accumulated operating reserve does not exceed four (4) months’ projected Project
operating expenses; and other ordinary and reasonable operating expenses approved by City.

1.2.4 EXCLUSIONS FROM ANNUAL OPERATING EXPENSES. Annual
Operating Expenses shall exclude the following: developer fees and interest on any deferred
developer fees (except as permitted pursuant to Section 1.2.3); contributions to Project operating
or replacement reserves, except as provided in Section 1.2.3; debt service payments on any loan
which is not an Approved Senior Loan, including without limitation, unsecured loans or loans
secured by deeds of trust which are subordinate to the Deed of Trust; depreciation, amortization,
depletion and other non-cash expenses; expenses paid for with disbursements from any reserve
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account; capital expenditures unless approved in advance in writing by City; distributions to
partners; any amount paid to Borrower, any principal of Borrower, or any entity controlled by
the persons or entities in control of Borrower. Notwithstanding the foregoing limitation
regarding payments to Borrower and related parties, the following fees shall be included in
Annual Operating Expenses, subject to applicable limitations set forth in Section 1.2.3 above,
even if paid to Borrower, an affiliate of Borrower, or a partner of Borrower: fees paidto a
property management agent, resident services agent, or social services agent; and subject to
Section 1.2.5, repayment of cash advances by Borrower or its principals to cover Project
operating expense deficits or emergency cash needs of the Project. Payments to Borrower, its
principals or affiliates in excess of the limitations set forth in Section 1.2.3 shall not be counted
toward Annual Operating Expenses for the purpose of calculating Surplus Cash.

1.2.5 ADJUSTMENT TO OPERATING EXPENSES. Notwithstanding
anything to the contrary set forth herein, for the purpose of calculating Surplus Cash, Annual
Operating Expenses shall include: (a) the repayment of operating deficit loans provided by
Borrower’s principals provided however, interest payable on such loans may be included in
Annual Operating Expenses only in an amount equal to the lesser of (i) interest accrued at the
actual interest rate charged for the loan, and (ii) interest accrued at a rate equal to the Applicable
Federal Rate.

1.3 Intentionally omitted.

1.4  DUE ON SALE. The entire unpaid principal balance and all interest and other
sums accrued hereunder shall be due and payable upon the Transfer (as defined in Section 8.1 of
the Regulatory Agreement) absent City consent, of all or any part of the Project or the Property
or any interest therein other than a Transfer permitted without City consent pursuant to the
Regulatory Agreement. Without limiting the generality of the foregoing, this Note shall not be
assumable without City’s prior writlen consent, which consent may be granted or denied in
City’s sole discretion.

1.5 PREPAYMENT. Borrower may, without premium or penalty, at any time and
from time to time, prepay all or any portion of the outstanding principal balance due under this
Note, provided that each such prepayment is accompanied by accrued interest on the amount of
principal prepaid calculated to the date of such prepayment. Prepayments shall be applied first to
any unpaid late charges and other costs and fees then due, then to accrued but unpaid interest,
and then to principal. The Regulatory Agreement shall remain in full force for the entire term
thereof regardless of any prepayment of this Note.

1.6 MANNER OF PAYMENT. All payments of principal and interest on this Note
shall be made to City at 1480 Main Street, St. Helena, CA 94574 or such other place as City shall
designate to Borrower in writing, or by wire transfer of immediately available funds to an
account designated by City in writing.

2, DEFAULTS AND REMEDIES,

2.1  EVENTS OF DEFAULT. The occurrence of any one or more of the following
events shall constitute an event of default hereunder (“Event of Default™):
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(A)  Borrower fails to pay when due the principal and interest payable hereunder and
such failure continues for ten (10) days after City notifies Borrower thereof in writing.

(B)  Pursuant to or within the meaning of the United States Bankruptcy Code or any
other federal or state law relating to insolvency or relief of debtors (“Bankruptcy Law™),
Borrower or any general partner thereof (i) commences a voluntary case or proceeding; (ii)
consents to the entry of an order for relief against Borrower, or any general partner thereof, in an
involuntary case; (iii) consents to the appointment of a trustee, receiver, assignee, liquidator or
similar official for Borrower or any general partner thereof; (iv) makes an assignment for the
benefit of its creditors; or (v) admits in writing its inability to pay its debts as they become due.

(C) A court of competent jurisdiction enters an order or decree under any Bankrupicy
Law that (i) is for relief against Borrower or any general partner thereof in an involuntary case,
(ii) appoints a trustee, receiver, assignee, liquidator or similar official for Borrower, or any
general partner thereof, or substantially all of such entity’s assets, (iii) orders the liquidation of
Borrower or any general partner thereof, or (iv) issues or levies a judgment, writ, warrant of
attachment or similar process against the Property or the Project, and in each case the order or
decree is not released, vacated, dismissed or fully bonded within sixty (60) days after its
issuance.

(D)  The occurrence of a Transfer in violation of the Loan Agreement or the
Regulatory Agreement.

(E) A default arises under any debt instrument secured by a mortgage or deed of trust
on the Project or the Property and remains uncured beyond any applicable cure period such that
the holder of such instrument has the right to accelerate payment thereunder.

(F) Borrower fails to maintain insurance on the Property and the Project as required
pursuant to the City Documents and Borrower fails to cure such default within five (5) days.

(G)  Subject to Borrower’s right to contest the following charges pursuant to the City
Documents, if Borrower fails to pay taxes or assessments due on the Property or the Project or
fails to pay any other charge that may result in a lien on the Property or the Project, and
Borrower fails to cure such default within twenty (20) days of delinquency, but in all events prior
to the date upon which the holder of any such lien has the right to foreclose thereon.

(H)  If any representation or warranty contained in any City Document, or any
certificate furnished in connection therewith, or in connection with any request for disbursement
of the proceeds of the Loan proves to have been false or misleading in any material adverse
respect when made and continues to be materially adverse to the City.

(D An Event of Default shall have been declared under the Loan Agreement or any
other City Document, including without limitation, the Regulatory Agreement, and remains
uncured beyond the expiration of the applicable cure period.

2.2 REMEDIES. Upon the occurrence of an Event of Default hereunder, City may, at
its option (i) by written notice to Borrower, declare the entire unpaid principal balance of this
Note, together with all accrued interest thereon and all sums due hereunder, immediately due and
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payable regardless of any prior forbearance, (ii) exercise any and all rights and remedies
available to it under applicable law, and (iii) exercise any and all rights and remedies available to
City under this Note and the other City Documents, including without limitation the right to
pursue foreclosure under the Deed of Trust. Borrower shall pay all reasonable costs and
expenses incurred by or on behalf of City including, without limitation, reasonable attorneys'
fees, incurred in connection with City's enforcement of this Note and the exercise of any or all of
its rights and remedies hereunder and all such sums shall be a part of the indebtedness secured by
the Deed of Trust. The rights and remedies of City under this Note shall be cumulative and not
alternative.

23  DEFAULT RATE. Upon the occurrence of an Event of Default, interest shall
automatically be increased without notice to the rate of the lesser of ten percent (10%) per annum
or the maximum rate permitted by law (the “Default Rate”); provided however, if any payment
due hereunder is not paid when due, the Default Rate shall apply commencing upon the due date
for such payment. When Borrower is no longer in default, the Default Rate shall no longer
apply, and the interest rate shall once again be the rate specified in the first paragraph of this
Note. Notwithstanding the foregoing provisions, if the interest rate charged exceeds the
maximum legal rate of interest, the rate shall be the maximum rate permitted by law. The
imposition or acceptance of the Default Rate shall in no event constitute a waiver of a default
under this Note or prevent City from exercising any of its other rights or remedies.

3. MISCELLANEQUS.

3.1  WAIVERS; AMENDMENTS:; BORROWER’S WAIVERS. No waiver by City
of any right or remedy under this Note shall be effective unless in a writing signed by City.
Neither the failure nor any delay in exercising any right, power or privilege under this Note will
operale as a waiver of such right, power or privilege, and no single or partial exercise of any such
right, power or privilege by City will preclude any other or further exercise of such right, power
or privilege or the exercise of any other right, power or privilege. No waiver that may be given
by City will be applicable except in the specific instance for which it is given. No notice to or
demand on Borrower will be deemed to be a waiver of any obligation of Borrower or of the right
of City to take further action without notice or demand as provided in this Note. There shall be
no amendment to or modification of this Note except by written instrument executed by
Borrower and City.

To the maximum extent permitted by applicable law Borrower hereby waives
presentment, demand, protest, notices of dishonor and of protest and all defenses and pleas on
the grounds of any extension or extensions of the time of payment or of any due date under this
Note, in whole or in part, whether before or after maturity and with or without notice.

3.2  NOTICES. Any notice required or permitted to be given hereunder shall be given
in accordance with Section 12.3 of the Loan Agreement.

3.3 SEVERABILITY. If any provision in this Note is held invalid or unenforceable
by any court of competent jurisdiction, the other provisions of this Note will remain in full force
and effect. Any provision of this Note held invalid or unenforceable only in part or degree will
remain in full force and effect to the extent not held invalid or unenforceable.
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34  GOVERNING LAW: VENUE. This Note shall be governed by the laws of the
State of California without regard to principles of conflicts of laws. Any legal action filed in
connection with this Note shall be filed in the Superior Court of Napa County, California, or in
the Federal District Court for the Northern Disirict of California.

35 PARTIES IN INTEREST. This Note shall bind Borrower and its successors and
assigns and shall accrue to the benefit of City and its successors and assigns.

3.6 SECTION HEADINGS, CONSTRUCTION. The headings of Sections in this
Note are provided for convenience only and will not affect its construction or interpretation.

3.7 RELATIONSHIP OF THE PARTIES. The relationship of Borrower and City
under this Note is solely that of borrower and lender, and the loan evidenced by this Note and
secured by the Deed of Trust will in no manner make City the partner or joint venturer of
Borrower.

3.8 TIME IS OF THE ESSENCE. Time is of the essence with respect to every
provision of this Note.

IN WITNESS WHEREQF, Borrower has executed this Note as of the date first written
above.
BORROWER:
CALISTOGA AFFORDABLE HOUSING, INC.,
a California nonprofit public benefit corporation

By:

Print Name:

Title:
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RECORDING REQUESTED BY
AND WHEN RECORDED MAIL TO:

City of St. Helena
1480 Main Street

St. Helena, CA 94574
Attn: City Manager

EXEMPT FROM RECORDING FEES PER
GOVERNMENT CODE §56103, 27383

{SPACE ABOVE THIS LINE RESERVED FOR RECORDER'S USE)

DEED OF TRUST, ASSIGNMENT OF RENTS,
SECURITY AGREEMENT AND FIXTURE FILING

THIS DEED OF TRUST, ASSIGNMENT OF RENTS, SECURITY AGREEMENT
AND FIXTURE FILING (“Deed of Trust”) is made as of , 2017, by Calistoga
Affordable Housing, Inc., a California nonprofit public benefit corporation (“Trustor”) to First
American Title Company as trustee (“Trustee™), for the benefit of the City of St. Helena, a
municipal corporation (“Beneficiary™).

RECITALS

A, Trustor owns fee simple title to the land described in Exhibit A attached hereto
and incorporated herein by this reference (the “Land”). The Land is located in the City of St.
Helena, Napa County, California. Trustor intends to develop, own and operate an affordable
multifamily residential development on the Land (the “Project”).

B. Beneficiary and Trustor have entered into an Affordable Housing Loan
Agreement dated as of the date hereof (the “Loan Agreement”) pursuant to which Beneficiary
will provide a loan to Trustor in the amount of up to Seven Hundred Thousand Dollars
($700,000) (the “Loan”) for the purpose of partially financing development of the Project.
Trustor has issued to Beneficiary a Secured Promissory Note dated as of the date hereof (the
“Note”) to evidence Trustor’s obligation to repay the Loan.

C. Trustor and Beneficiary have also executed an Affordable Housing Regulatory
Agreement and Peclaration of Restrictive Covenants (the “Regulatory Agreement”), dated as
of the date hereof, and which will be recorded in the Official Records of Napa County
substantially concurrently herewith. Among other provisions, the Regulatory Agreement
requires the residential units in the Project to be rented to Eligible Households at Affordable
Rents (as defined in the Regulatory Agreement).

D. As a condition precedent to Beneficiary’s agreement to make the Loan,
Beneficiary has required that Trustor enter into this Deed of Trust and grant to Trustee for the
benefit of Beneficiary, a lien and security interest in the Property {defined below) to secure
repayment of the Note and performance of Trustor’s obligations under the Loan Documents
{defined below).
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NOW THEREFORE, for good and valuable consideration, the receipt and sufficiency of
which are hereby acknowledged, it is agreed as follows.

1. Grant in Trust. In consideration of the foregoing and for the purpose of securing payment
and performance of the Secured Obligations defined and described in Section 2, Trustor hereby
irrevocably and unconditionally grants, conveys, transfers and assigns io Trustee, in trust for the
benefit of Beneficiary, with power of sale and right of entry and possession, all estate, right, title
and interest which Trustor now has or may later acquire in and to the Land, and all of the
following, whether presently owned or hereafter acquired:

a. All buildings, structures, and improvements, now or hereafter located or
constructed on the Land {“Improvements™);

b. All appurtenances, easements, rights of way, pipes, transmission lines or wires
and other rights used in connection with the Land or the Improvements or as a means of access
thereto, whether now or hereafter owned or constructed or placed upon or in the Land or
Improvements and all existing and future privileges, rights, franchises and tenements of the
Land, including all minerals, oils, gas and other commercially valuable substances which may be
in, under or produced from any part of the Land, and all water rights, rights of way, gores or
strips of land, and any land lying in the streets, ways, and alleys, open or proposed, in front of or
adjoining the Land and Improvements (collectively, “Appurtenances™);

c. All machinery, equipment, fixtures, goods and other personal property of the
Trustor, whether moveable or not, now owned or hereafter acquired by the Trustor and now or
hereafter located at or used in connection with the Land, the Improvements or Appurtenances,
and all improvements, restorations, replacements, repairs, additions or substitutions thereto
(collectively, “Equipment”);

d. All existing and future leases, subleases, licenses, and other agreements relating to
the use or occupancy of all or any portion of the Land or Improvements (collectively, “Leases™),
all amendments, extensions, renewals or modifications thereof, and all rent, royalties, or other
payments which may now or hereafter accrue or otherwise become payable thereunder to or for
the benefit of Trustor, including but not limited to security deposits (collectively, “Rents”);

e. All insurance proceeds and any other proceeds from the Land, Improvements,
Appurtenances, Equipment, Leases, and Rents, including without limitation, all deposits made
with or other security deposits given to utility companies, all claims or demands relating to
insurance awards which the Trustor now has or may hereafter acquire, including all advance
payments of insurance premiums made by Trustor, and all condemnation awards or payments
now or later made in connection with any condemnation or eminent domain proceeding
(“Proceeds™);

f. All revenues, income, rents, royalties, payments and profits produced by the
Land, Improvements, Appurtenances and Equipment, whether now owned or hereafter acquired
by Trustor (“Gross Revenues™);
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g All architectural, structural and mechanical plans, specifications, design
documents and studies produced in connection with development of the Land and construction of
the Improvements (collectively, “Plans”); and

h. All interests and rights in any private or governmental grants, subsidies, loans or
other financing provided in connection with development of the Land and construction of the
Improvements (collectively, “Financing”).

All of the above-referenced interests of Trustor in the Land, Improvements, Appurtenances,
Equipment, Leases, Rents, Proceeds, Gross Revenues, Plans and Financing as hereby conveyed
to Trustee or made subject to the security interest herein described are collectively referred to
herein as the “Property.”

2, Obligations Secured. This Deed of Trust is given for the purpose of securing payment
and performance of the following (collectively, the “Secured Obligations™): (i) all present and
future indebtedness evidenced by the Note and any amendment thereof, including principal,
interest and all other amounts payable under the terms of the Note; (ii) all present and future
obligations of Trustor to Beneficiary under the Loan Documents (defined below); (iii} all
additional present and future obligations of Trustor to Beneficiary under any other agreement or
instrument acknowledged by Trustor (whether existing now or in the future} which states that it
is or such obligations are, secured by this Deed of Trust; (iv) all obligations of Trustor to
Beneficiary under all modifications, supplements, amendments, renewals, or extensions of any of
the foregoing, whether evidenced by new or additional documents; and (v) reimbursement of all
amounts advanced by or on behalf of Beneficiary to protect Beneficiary’s interests under this
Deed of Trust or any other Loan Document as such may be modified, supplemented, amended,
renewed or extended. The Note, the Loan Agreement, the Regulatory Agreement, and this Deed
of Trust are hereinafter collectively referred to as the “Loan Documents.”

3. Assignment of Rents, Issues. and Profits. Trustor hereby irrevocably, absolutely,
presently and unconditionally assigns to Beneficiary the Rents, royalties, issues, profits, revenue,
income and proceeds of the Property. This is an absolute assignment and not an assignment for
security only. Beneficiary hereby confers upon Trustor a license to collect and retain such Rents,
royalties, issues, profits, revenue, income and proceeds as they become due and payable prior to
any Event of Default hereunder. Upon the occurrence of any such Event of Default, Beneficiary
may terminate such license without notice to or demand upon Trustor and without regard to the
adequacy of any security for the indebtedness hereby secured, and may either in person, by
agent, or by a receiver to be appointed by a court, enter upon and take possession of the Property
or any part thereof, and sue for or otherwise collect such rents, issues, and profits, including
those past due and unpaid, and apply the same, less costs and expenses of operation and
collection, including reasonable attorneys’ fees, to any indebtedness secured hereby, and in such
order as Beneficiary may determine. Beneficiary’s right to the rents, royalties, issues, profits,
revenue, income and proceeds of the Property does not depend upon whether or not Beneficiary
takes possession of the Property. The entering upon and taking possession of the Property, the
collection of such rents, issues, and profits, and the application thereof as aforesaid, shall not
cure or waive any default or notice of default hereunder or invalidate any act done pursuant to
such notice. If an Event of Default occurs while Beneficiary is in possession of all or part of the
Property and/or is collecting and applying Rents as permitted under this Deed of Trust,
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Beneficiary, Trustee and any receiver shall nevertheless be entitled to exercise and invoke every
right and remedy afforded any of them under this Deed of Trust and at law or in equity,
including the right to exercise the power of sale granted hereunder. Regardless of whether or not
Beneficiary, in person or by agent, iakes actual possession of the Land or the Improvements,
Beneficiary shall not be deemed to be a “mortgagee in possession,” shall not be responsible for
performing any obligation of Trustor under any Lease, shall not be liable in any manner for the
Property, or the use, occupancy, enjoyment or operation of any part of it, and shall not be
responsible for any waste commitited by Trustor, lessees or any third parties, or for dangerous or
defective condition of the Property or any negligence in the management, repair or control of the
Property. Absent Beneficiary's written consent, Trustor shall not accept prepayment of Rents for
any rental period exceeding one month.

4, Security Agreement. Trustor intends this Deed of Trust to create a lien on the Property,
and an absolute assignment of the Rents and Leases, all in favor of Beneficiary. The parties
acknowledge that some of the Property may be determined under applicable law to be personal
property or fixtures. To the extent that any Property may be or be determined to be personal
property, Trustor as debtor hereby grants to Beneficiary as secured party a security interest in all
such Property to secure payment and performance of the Secured Obligations. This Deed of
Trust constitutes a security agreement under the California Uniform Commercial Code, as
amended or recodified from time to time (the *UCC”), covering all such Property. To the extent
such Property is not real property encumbered by the lien granted above, and is not absoluiely
assigned by the assignment set forth above, it is the intention of the parties that such Property
shall constitute "proceeds, products, offspring, rents, or profits" (as defined in and for the
purposes of Section 552(b) of the United States Bankruptcy Code, as such section may be
modified or supplemented) of the Land and Improvements.

5. Financing Statements. Pursuant to the UCC, Trustor, as debtor, hereby authorizes
Beneficiary, as secured party, to file such financing statements and amendments thereof and such
continuation statements with respect thereto as Beneficiary may deem appropriate to perfect and
preserve Beneficiary's security interest in the Property and Reats, without requiring any signature
or further authorization by Trustor. If requested by Beneficiary, Trustor shall pay all fees and
costs that Beneficiary may incur in filing such documents in public offices and in obtaining such
record searches as Beneficiary may reasonably require. If any financing statement or other
document is filed in the records normally pertaining to personal property, that filing shall not be
construed as in any way derogating from or impairing this Deed of Trust or the rights or
obligations of the parties under it.

Everything used in connection with the Property and/or adapted for use therein and/or which is
described or reflected in this Deed of Trust is, and at all times and for all purposes and in all
proceedings both legal or equitable shall be regarded as part of the estate encumbered by this
Deed of Trust irrespective of whether (i) any such item is physically attached to the
Improvements, (ii) serial numbers are used for the better identification of certain equipment
items capable of being thus identified in a recital contained herein or in any list filed with
Beneficiary, or (iii) any such item is referred to or reflected in any such financing statement so
filed at any time. Similarly, the mention in any such financing statement of (1) rights in or to the
proceeds of any fire and/or hazard insurance policy, or (2} any award in eminent domain
proceedings for a taking or for lessening of value, or (3) Trustor's interest as lessor in any present
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or future lease or rights to income growing out of the use and/or occupancy of the property
conveyed hereby, whether pursuant to lease or otherwise, shall not be construed as in any way
altering any of the rights of Beneficiary as determined by this instrument or impugning the
priority of Beneficiary’s lien granted hereby or by any other recorded document. Such mention
in any financing statement is declared to be solely for the protection of Beneficiary in the event
any court or judge shall at any time hold, with respect to the matters set forth in the foregoing
clauses (1), (2), and (3), that notice of Beneficiary's priority of interest is required in order to be
effective against a particular class of persons, including but not limited to the federal government
and any subdivisions or entity of the federal government.

6. Fixture Filing. This Deed of Trust is intended to be and constitutes a fixture filing
pursuant to the provisions of the UCC with respect to all of the Property constituting fixtures, is
being recorded as a fixture financing statement and filing under the UCC, and covers property,
goods and equipment which are or are to become fixtures related to the Land and the
Improvements. Trustor covenants and agrees that this Deed of Trust is to be filed in the real
estate records of Napa County and shall also operate from the date of such filing as a fixture
filing in accordance with Section 9502 and other applicable provisions of the UCC. This Deed
of Trust shall also be effective as a financing statement covering minerals or the like (including
oil and gas) and accounts subject to the UCC, as amended. Trustor shall be deemed to be the
"debtor" and Beneficiary shall be deemed to be the "secured party” for all purposes under the
UCC.

7. Trustor’s Representations, Warranties and Covenants; Rights and Duties of the Parties.

7.1 Representations and Warranties. Trustor represents and warrants that: (i) Trustor
lawfully possesses and holds a fee simple interest in the Land and the Improvements, (i) Trustor
has good and marketable title to all of the Property; (iii) other than as limited by the Loan
Documents, Trustor has the full and unlimited power, right and authority to encumber the
Property and assign the Rents; (iv) this Deed of Trust creates a valid lien on Trustor’s entire
interest in the Property subject only to encumbrances of record and senior liens permitted
pursuant to the Loan Documents or otherwise approved in writing by Beneficiary (“Permitted
Encumbrances”); (v) except with respect to Permitied Encumbrances, Trustor owns the
Property free and clear of all deeds of trust, mortgages, security agreements, reservations of title
or conditional sales contracts, (vi) there is no financing statement affecting the Property or any
part thereof on file in any public office other than as disclosed in writing to Beneficiary; and (vii)
the correct address of Trustor’s chief executive office is specified in Section 10.2.

7.2  Condition of Property. Trustor represents and warrants that except as disclosed to
Beneficiary in writing, as of the date hereof: (i) Trustor has not received any notice from any
governmental authority of any threatened or pending zoning, building, fire, or health code
violation or violation of other governmental regulations concerning the Property that has not
previously been corrected, and except as disclosed to Beneficiary in writing, no condition on the
Land violates any health, safety, fire, environmental, sewage, building, or other federal, state or
local law, ordinance or regulation; (ii) except as disclosed to Beneficiary in writing, no contracts,
licenses, leases or commitments regarding the maintenance or use of the Property or allowing
any third party rights to use the Property are in force; (iii) except as disclosed to Beneficiary in
writing, there are no threatened or pending actions, suits, or administrative proceedings against
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or affecting the Property or any portion thereof or the interest of Trustor in the Property; (iv)
there are no threatened or pending condemnation, eminent domain, or similar proceedings
affecting the Property or any portion thereof; (v) Trustor has not received any notice from any
insurer of defects of the Property which have not been corrected; (vi) there are no natural or
artificial conditions upon the Land or any part thereof that could result in a material and adverse
change in the condition of the Land; (vii) all information that Trustor has delivered to
Beneficiary, either directly or through Trustor's agents, is accurate and complete; and (viii)
Trustor or Trustor’s agents have disclosed to Beneficiary all material facts concerning the
Property.

7.3 Authority. Trustor represents and warrants that this Deed of Trust and all other
documents delivered or to be delivered by Trustor in connection herewith: (a) have been duly
authorized, executed, and delivered by Trustor; (b} are binding obligations of Trustor; and {c) do
not violate the provisions of any agreement to which Trustor is a party or which affects the
Property. Trustor further represents and warrants that there are no pending, or to Trustor’s
current actual knowledge, threatened actions or proceedings before any court or administrative
agency which may adversely affect Trustor’s ownership of the Property.

7.4  Payment and Performance of Secured Obligations. Trustor shall promptly pay
when due the principal and all interest due on the indebtedness evidenced by the Note, and shall
promptly pay and perform all other obligations of Trustor arising in connection with the Secured
Obligations or the Loan Documents in accordance with the respective terms thereof.

7.5  Use of Loan Proceeds; Preservation and Maintenance of Property: Compliance
with Laws. Trustor covenants that it shall use the proceeds of the Loan (the “Loan Proceeds™)
solely for purposes authorized by the Loan Documents. Trustor covenants that it shall keep the
Land and Improvements in good repair and condition, and from time to time shall make
necessary repairs, renewals and replacements thereto so that the Property shall be preserved and
maintained. Trustor covenants to comply with all federal, state and local laws, regulations,
ordinances and rules applicable to the Property and the Project, including without limitation all
applicable requirements of state and local building codes and regulations, and all applicable
statutes and regulations relating to accessibility for the disabled. Trustor shall not remove,
demolish or materially alter any Improvement without Beneficiary’s consent, shall complete or
restore promptly and in good and workmanlike manner any building, fixture or other
improvement which may be constructed, damaged, or destroyed thereon, and shall pay when due
all claims for labor performed and materials furnished therefor. Trustor shall use the Land and
the Improvements solely for purposes authorized by the Loan Documents, shall not commit or
allow waste of the Property, and shall not commit or allow any act upon or use of the Property
which would violate any applicable law or order of any governmental authority, nor shall Trustor
bring on or keep any article on the Property or cause or allow any condition to exist thereon
which could invalidate or which would be prohibited by any insurance coverage required to be
maintained on the Property pursnant to the Loan Documents.

7.6  Restrictions on Conveyance and Encumbrance: Acceleration. It shall be an Event
of Default hereunder if the Property, any part thereof, or interest therein is sold, assigned,
conveyed, transferred, hypothecated, leased, licensed, or encumbered in violation of the Loan
Documents or if any other Transfer (as defined in the Loan Documents) occurs in violation of the
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Loan Documents. If any such Transfer shall occur in violation of such requirements, without
limiting the provisions of Section 8 hereof, all obligations secured by this Deed of Trust,
irrespective of the maturity dates of such obligations, shall at the option of Beneficiary, and
without demand, immediately become due and payable, subject to any applicable cure period.

7.7  Inspections:; Books and Records. Beneficiary and its agents and representatives
shall have the right at any reasonable time upon reasonable notice to enter upon the Land and
inspect the Property to ensure compliance with the Loan Documents. Trustor shall maintain
complete and accurate books of account and other records (including copies of supporting bills
and invoices) adequate to document the use of the Loan Proceeds and the operation of the
Property, together with copies of all written contracts, Leases and other instruments which affect
the Property. The books, records, contracts, Leases and other instruments shall be subject to
examination and inspection by Beneficiary at any reasonable time following two business days
prior notice.

7.8  Charges. Liens, Taxes and Assessments. Trustor shall pay before delinquency all
taxes, levies, assessments and other charges affecting the Property that are (or if not paid may
become) a lien on all or part of the Property. Trustor may, at Trustor’s expense, contest the
validity or application of any tax, levy, assessment or charge affecting the Property by
appropriate legal proceedings promptly initiated and conducted in good faith and with due
diligence, provided that (i) Beneficiary is reasonably satisfied that neither the Property nor any
part thereof or interest therein will be in danger of being sold, forfeited, or lost as a result of such
contest, and (ii) Trustor shall have posted a bond or furnished other security as may reasonably
be required from time to time by Beneficiary; and provided further that Trustor shall timely
make any payment necessary to prevent a lien foreclosure, sale, forfeiture or loss of the Property.

79 Subrogation. Beneficiary shall be subrogated to the liens of all encumbrances,
whether released of record or not, which are discharged in whole or in part by Beneficiary in
accordance with this Deed of Trust.

7.10 Hazard, Liability and Workers’ Compensation Insurance. At all times during the
term hereof, at Trustor’s expense, Trustor shall keep the Improvements and personal property
now existing or hereafter located on the Property insured against loss by fire, vandalism and
malicious mischief by a policy of standard fire and extended all-risk insurance. The policy shall
be written on a full replacement value basis and shall name Beneficiary as loss payee as its
interest may appear. The full replacement value of the improvements to be insured shall be
determined by the company issuing the policy at the time the policy is initially obtained. Not
more frequently than once every two (2) years, either the Trustor or the Beneficiary shall have
the right to notify the other party that it elects to have the replacement value redetermined by the
insurance company. Subject to the rights of any senior lienholder, the proceeds collected under
any insurance policy may be applied by Beneficiary to any indebtedness secured hereby and in
such order as Beneficiary may determine, or at the option of Beneficiary, the entire amount so
collected or any part thereof may be released to Trustor; provided however, if Trustor is not in
default under the Loan Documents, the proceeds shall be released to Trustor to repair or rebuild
the Project. Such application or release shall not cure or waive any default or notice of default
hereunder or invalidate any act done pursuant to such notice. Notwithstanding anything to the
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contrary set forth herein, provided that Trustor is not in default under any Loan Document,
Trustor shall be permitted to use the proceeds of insurance to rebuild the Improvements.

7.10.1 Trustor shall at all times during the term hereof, maintain insurance
coverage in the amounts and in accordance with the requirements specified in the Loan
Documents, and shall otherwise comply with all requirements pertaining to insurance specified
in Article X of the Loan Agreement, the Regulatory Agreement, or this Deed of Trust.

7.10.2 Trustor shall file with Beneficiary prior to the commencement of the term
hereof, certificates (or such other proof as Beneficiary may require, including without limitation,
copies of the required insurance policies) evidencing each of the insurance policies and
endorsements thereto as required by this Section, and such certificates (or policies) shall provide
that at least thirty (30) days’ prior written notice shall be provided to Beneficiary prior to the
expiration, cancellation or change in coverage under each such policy.

7.10.3 If any insurance policy required hereunder is canceled or the coverage
provided thereunder is reduced, Trustor shall, within five (5) days after receipt of written notice
of such cancellation or reduction in coverage, but in no event later than the effective date of
cancellation or reduction, file with Beneficiary a certificate showing that the required insurance
has been reinstated or provided through another insurance company or companies. Upon failure
to so file such certificate, Beneficiary may, without further notice and at its option, procure such
insurance coverage at Trustor’s expense, and Trustor shall promptly reimburse Beneficiary for
such expense upon receipt of billing from Beneficiary.

7.10.4 The insurance policies required hereunder shall be issued by insurance
companies authorized to do business in the State of California with a financial rating of at least A
VII status as rated in the most recent edition of Best's Key Rating Guide. Each policy of
insurance shall contain an endorsement requiring the insurer to provide at least thirty (30) days
written notice to Beneficiary prior to change in coverage, cancellation or expiration thereof.

7.11 Hazardous Materials. Trustor represents and warrants that except as disclosed to
Beneficiary in writing, as of the date hereof to the current actual knowledge of Trustor: (i) the
Land is free and has always been free of Hazardous Materials (as defined below) and is not and
has never been in violation of any Environmental Law (as defined below); (ii) there are no buried
or partially buried storage tanks located on the Land; (iii) Trustor has received no notice,
warning, notice of violation, administrative complaint, judicial complaint, or other formal or
informal notice alleging that conditions on the Land are or have ever been in violation of any
Environmental Law or informing Trustor that the Land is subject to investigation or inquiry
regarding Hazardous Materials on the Land or the potential violation of any Environmental Law;
(iv) there is no monitoring program required by the Environmental Protection Agency or any
other governmental agency concerning the Land; (v) no toxic or hazardous chemicals, waste, or
substances of any kind have ever been spilled, disposed of, or stored on, under or at the Land,
whether by accident, burying, drainage, or storage in containers, tanks, holding areas, or any
other means; (vi) the Land has never been used as a dump or landfill; and (vii) Trustor has
disclosed to Beneficiary all information, records, and studies in Trustor’s possession or
reasonably available to Trustor relating to the Land concerning Hazardous Materials.
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Trustor shall not cause or permit any Hazardous Material (as defined below) to be brought
upon, kept, stored or used in, on, under, or about the Land by Trustor, its agents, employees,
contractors or invitees except for incidental supplies ordinarily used in connection with the
construction, rehabilitation, repair, and operation of residential developments and in compliance
with all applicable laws, and shall not cause any release of Hazardous Materials into, onto, under
or through the Land. If any Hazardous Material is discharged, released, dumped, or spilled in, on,
under, or about the Land and results in any contamination of the Land or adjacent property, or
otherwise results in the release or discharge of Hazardous Materials in, on, under or from the
Land, Trustor shall promptly take all actions at its sole expense as are necessary to comply with
all Environmental Laws (as defined below).

To the fullest extent permitted by law, Trustor shall indemnify, defend (with counsel
reasonably acceptable to Beneficiary), and hold Beneficiary and its elected and appointed
officials, officers, agents and employees (collectively, “Indemnitees™) harmless from and against
any and all loss, claim, liability, damage, demand, judgment, order, penalty, fine, injunctive or
other relief, cost, expense {including reasonable fees and expenses of attorneys, expert witnesses,
and other professionals advising or assisting Beneficiary), action, or cause of action (all of the
foregoing, hereafter individually “Claim” and collectively “Claims™) arising in connection with
the breach of Trustor’s covenants and obligations set forth in this Section 7.11 or otherwise
arising in connection with the presence or release of Hazardous Materials in, on, under, or from
the Property. The foregoing indemnity includes, without limitation, all costs of investigation,
assessment, containment, removal, remediation of any kind, and disposal of Hazardous Materials,
all costs of determining whether the Land is in compliance with Environmental Laws, all costs
associated with bringing the Land into compliance with all applicable Environmental Laws, and
all costs associated with claims for damages or injury to persons, property, or natural resources.

Without limiting the generality of the foregoing, Trustor shall, at Trustor’s own cost and
expense, do all of the following:

a. pay or satisfy any judgment or decree that may be entered against any Indemnitee
or Indemnitees in any legal or administrative proceeding incident to any matters against which
Indemnitees are entitled to be indemnified under this Deed of Trust;

b. reimburse Indemnitees for any expenses paid or incurred in connection with any
matters against which Indemnitees are entitled to be indemnified under this Deed of Trust; and

c. reimburse Indemnitees for any and all expenses, including without limitation out-
of-pocket expenses and fees of attorneys and expert witnesses, paid or incurred in connection
with the enforcement by Indemnitees of their rights under this Deed of Trust, or in monitoring
and participating in any legal or administrative proceeding.

Trustor’s obligation to indemnify the Indemnitees shall not be limited or impaired by any
of the following, or by any failure of Trustor to receive notice of or consideration for any of the
following: (i) any amendment or modification of any Loan Document; (ii) any extensions of
time for performance required by any Loan Document; (iii) any provision in any of the Loan
Documents limiting Beneficiary's recourse to property securing the Secured Obligations, or
limiting the personal liability of Trustor, or any other party for payment of all or any part of the
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Secured Obligations; (iv) the accuracy or inaccuracy of any representation and warranty made by
Trustor under this Deed of Trust or by Trustor or any other party under any Loan Document, (v)
the release of Trustor or any other person, by Beneficiary or by operation of law, from
performance of any obligation under any Loan Decument; (vi) the release or substitution in
whole or in part of any security for the Secured Obligations; and (vii) Beneficiary’s failure to
properly perfect any lien or security interest given as security for the Secured Obligations.

The provisions of this Section 7.11 shall be in addition to any and all other obligations
and liabilities that Trustor may have under applicable law, and each Indemnitee shall be entitled
to indemnification under this Section without regard to whether Beneficiary or that Indemnitee
has exercised any rights against the Property or any other security, pursued any rights against any
guarantor or other party, or pursued any other rights available under the Loan Documents or
applicable law. The obligations of Trustor to indemnify the Indemnitees under this Section shall
survive any repayment or discharge of the Secured Obligations, any foreclosure proceeding, any
foreclosure sale, any delivery of any deed in lieu of foreclosure, and any release of record of the
lien of this Deed of Trust.

Without limiting any of the remedies provided in this Deed of Trust, Trustor
acknowledges and agrees that each of the provisions in this Section 7.11 is an environmental
provision (as defined in Section 736(f)(2) of the California Code of Civil Procedure) made by
Trustor relating to real property security (the “Environmental Provisions™), and that Trustor's
failure to comply with any of the Environmental Provisions will be a breach of contract that wil!
entitle Beneficiary to pursue the remedies provided by Section 736 of the California Code of
Civil Procedure (“Section 736"} for the recovery of damages and for the enforcement of the
Environmental Provisions. Pursuant to Section 736, Beneficiary's action for recovery of
damages or enforcement of the Environmental Provisions shall not constitute an action within
the meaning of Section 726(a) of the California Code of Civil Procedure or constitute a money
judgment for a deficiency or a deficiency judgment within the meaning of Sections 580a, 580b,
580d, or 726(b) of the California Code of Civil Procedure.

“Hazardous Materials” means any substance, material or waste which is or becomes
regulated by any federal, state or local governmental authority, and includes without limitation
(i) petroleum or oil or gas or any direct or indirect product or by-product thereof; (ii) asbestos
and any material containing asbestos; (iii) any substance, material or waste regulated by or listed
(directly or by reference) as a “hazardous substance”, “hazardous material”, “hazardous waste”,
“toxic waste”, “toxic pollutant”, “toxic substance”, *solid waste” or “pollutant or contaminant”
in or pursuant to, or similarly identified as hazardous to human health or the environment in or
pursuant to, the Toxic Substances Control Act [15 U.S.C. Section 2601, et seq.]; the
Comprehensive Environmental Response, Compensation and Liability Act [42 U.S.C. Section
9601, et seq.], the Hazardous Materials Transportation Authorization Act [49 U.S.C. Section
5101, et seq.], the Resource Conservation and Recovery Act [42 U.S.C. Section 6901, ef seq.],
the Federal Water Pollution Control Act [33 U.S.C. Section 1251], the Clean Air Act [42 U.S.C.
Section 7401, et seq.], the California Underground Storage of Hazardous Substances Act
[California Health and Safety Code Section 25280, ef seq.], the California Hazardous Substances
Account Act [California Health and Safety Code Section 25300, ¢! seq.], the California
Hazardous Waste Act [California Health and Safety Code Section 25100, et seq.], the California
Safe Drinking Water and Toxic Enforcement Act [California Health and Safety Code Section
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25249.5, et seq.], and the Porter-Cologne Water Quality Control Act [California Water Code
Section 13000, et seq.], as they now exist or are hereafter amended, together with any regulations
promulgated thereunder; (iv) any substance, material or waste which is defined as such or
regulated by any “Superfund” or “Superlien” law, or any Environmental Law; or (v) any other
substance, material, chemical, waste or pollutant identified as hazardous or toxic and regulated
under any other federal, state or local environmental law, including without limitation, asbestos,
polychlorinated biphenyls, petroleum, natural gas and synthetic fuel products and by-products.

“Environmental Law” means all federal, state or local statutes, ordinances, rules,
regulations, orders, decrees, judgments or common law doctrines, and provisions and conditions
of permits, licenses and other operating authorizations regulating, or relating to, or imposing
liability or standards of conduct concerning (i) pollution or protection of the environment,
including natural resources; (ii) exposure of persons, including employees and agents, to any
Hazardous Material (as defined above) or other products, raw materials, chemicals or other
substances; (iii) protection of the public health or welfare from the effects of by-products,
wastes, emissions, discharges or releases of chemical substances from industrial or commercial
activities; (iv) the manufacture, use or introduction into commerce of chemical substances,
including without limitation, their manufacture, formulation, labeling, distribution,
transportation, handling, storage and disposal; or (iv) the use, release or disposal of toxic or
hazardous substances or Hazardous Materials or the remediation of air, surface waters,
groundwaters or soil, as now or may at any later time be in effect, including but not limited to the
Toxic Substances Control Act [15 U.S.C. 2601, et seq.]; the Comprehensive Environmental
Response, Compensation and Liability Act [42 U.S.C. Section 9601, et seq.], the Hazardous
Materials Transportation Authorization Act [49 U.S.C. Section 5101, et seq.], the Resource
Conservation and Recovery Act [42 U.S.C. 6901, et seq.], the Federal Water Pollution Control
Act [33 U.S.C. Section 1251], the Clean Air Act [42 U.S.C. Section 7401, et seq.], the California
Underground Storage of Hazardous Substances Act [California Health and Safety Code Section
25280, et seq.], the California Hazardous Substances Account Act [California Health and Safety
Code Section 25300, et seq.], the California Hazardous Waste Act [California Health and Safety
Code Section 25100, et seq.], the California Safe Drinking Water and Toxic Enforcement Act
[California Health and Safety Code Section 25249.5, et seq.], and the Porter-Cologne Water
Quality Control Act [California Water Code Section 13000, et seq.], as they now exist or are
hereafter amended, together with any regulations promulgated thereunder.

7.12  Notice of Claims; Defense of Security; Reimbursement of Costs.

a. Notice of Claims. Trustor shall provide writlen notice to Beneficiary of any
uninsured or partially uninsured loss affecting the Property through fire, theft, liability, or
property damage in excess of an aggregate of Fifty Thousand Dollars ($50,000) within three
business days of the occurrence of such loss. Trustor shall ensure that Beneficiary shall receive
timely notice of, and shall have a right to cure, any default under any other financing document
or other lien affecting the Property and shall use best efforts to ensure that provisions mandating
such notice and allowing such right to cure shall be included in all such documents. Within three
(3) business days of Trustor’s receipt thereof, Trustor shall provide Beneficiary with a copy of
any notice of default Trustor receives in connection with any financing document secured by the
Property or any part thereof.
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b. Defense of Security. At Trustor’s sole expense, Trustor shall protect, preserve
and defend the Property and title to and right of possession of the Property, the security of this
Deed of Trust and the rights and powers of Beneficiary and Trustee created under it, against all
adverse claims.

c. Compensation; Reimbursement of Costs. Trustor agrees to pay all reasonable
fees, costs and expenses charged by Beneficiary or Trustee for any service that Beneficiary or
Trustee may render in connection with this Deed of Trust, including without limitation, fees and
expenses related to provision of a statement of obligations or related to a reconveyance. Trustor
further agrees to pay or reimburse Beneficiary for all costs, expenses and other advances which
may be incurred or made by Beneficiary or Trustee in any efforts to enforce any terms of this
Deed of Trust, including without limitation any rights or remedies afforded to Beneficiary or
Trustee or both of them under Sections 7.18 and 8.2, whether or not any lawsuit is filed, or in
defending any action or proceeding arising under or relating to this Deed of Trust, including
reasonable attorneys’ fees and other legal costs, costs of any disposition of the Property under the
power of sale granted hereunder or any judicial foreclosure, and any cost of evidence of title.

d. Notice of Changes. Trustor shall give Beneficiary prior written notice of any
change in the address of Trustor and the location of any Property, including books and records
pertaining to the Property.

7.13  Indemnification. To the fullest extent permitted by law, Trustor shall indemnify,
defend (with counsel reasonably acceptable to Beneficiary), and hold harmless the Trustee and
the Indemnitees (as defined in Section 7.11) from and against all Claims arising directly or
indirectly in any manner in connection with or as a result of (a) any breach of Trustor’s
covenants under any Loan Document, (b) any representation by Trustor in any Loan Document
which proves to be false or misleading in any material respect when made, (c) injury or death to
persons or damage to property or other loss occurring on the Land or in any improvement located
thereon, whether caused by the negligence or any other act or omission of Trustor or any other
person or by negligent, faulty, inadequate or defective design, building, construction or
maintenance or any other condition or otherwise, (d) any claim, demand or cause of action, or
any action or other proceeding, whether meritorious or not, brought or asserted against any
Indemnitee which relates to or arises out of the Property, or any Loan Document or any
transaction contemplated thereby, or any failure of Trustor to comply with all applicable state,
federal and local laws and regulations applicable to the Property, provided that no Indemnitee
shall be entitled to indemnification under this Section for matters caused by such Indemnitee’s
gross negligence or willful misconduct. The obligations of Trustor under this Section shall
survive the repayment of the Loan and shall be secured by this Deed of Trust. Notwithstanding
any contrary provision contained herein, the obligations of Trustor under this Section shall
survive any foreclosure proceeding, any foreclosure sale, any delivery of a deed in lieu of
foreclosure, and any release or reconveyance of this Deed of Trust.

7.14, Limitation of Liability. Beneficiary shall not be directly or indirectly liable to
Trustor or any other person as a consequence of any of the following: (i) Beneficiary's exercise
of or failure to exercise any rights, remedies or powers granted to Beneficiary in this Deed of
Trust; (ii) Beneficiary's failure or refusal to perform or discharge any obligation or liability of
Trustor under any agreement related to the Property or under this Deed of Trust; (iii) any waste
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committed by Trustor, the lessees of the Property or any third parties, or any dangerous or
defective condition of the Property; or (iv) any loss sustained by Trustor or any third party
resulting from any act or omission of Beneficiary in managing the Property after an Event of
Default, unless the loss is caused by the willful misconduct, gross negligence, or bad faith of
Beneficiary. Trustor hereby expressly waives and releases all liability of the types described in
this Section 7.14 and agrees that Trustor shall assert no claim related to any of the foregoing
against Beneficiary.

7.15  Insurance and Condemnation Proceeds. Subject to the rights of any senior
lienholders, any award of damages in connection with any condemnation for public use of, or
injury to the Property or any part thereof is hereby assigned and shall be paid to Beneficiary who
may apply such moneys to any indebtedness secured hereby in such order as Beneficiary may
determine, or at the option of Beneficiary the entire amount so collected or any part thereof may
be released to Trustor. Such application or release shall not cure or waive any default or notice of
default hereunder or invalidate any act done pursuant to such notice. Notwithstanding the
foregoing, so long as the value of Beneficiary’s lien is not impaired, insurance and/or
condemnation proceeds may be used to repair and/or restore the Project.

7.16 Release, Extension, Modification. At any time and from time to time, without
liability therefor and without notice, upon written request of Beneficiary and presentation of this
Deed of Trust and the Note for endorsement, Trustee may release or reconvey all or any part of
the Property, consent to the making of any map or plat of the Land or part thereof, join in
granting any easement or creating any restriction affecting the Property, or join in any extension
agreement or other agreement affecting the lien or charge hereof. At any time and from time to
time, without liability therefor and without notice, Beneficiary may (i) release any person liable
for payment of any Secured Obligation, (ii) extend the time for payment or otherwise alter the
terms of payment of any Secured Obligation; (iii) accept additional real or personal property of
any kind as security for any Secured Obligation, or (iv) substitute or release any property
securing the Secured Obligations.

7.17 Reconveyance. Upon written request of Beneficiary stating that ail of the Secured
Obligations have been paid in full, and upon surrender of this Deed of Trust, and the Note,
Trustee shall reconvey, without warranty, the Property or so much of it as is then held under this
Deed of Trust. The recitals in any reconveyance executed under this Deed of Trust of any
matters or facts shall be conclusive proof of the truthfulness thereof. Trustor shall pay all fees of
Trustee and all recordation fees related to such reconveyance.

7.18  Cure; Protection of Security. Either Beneficiary or Trustee may cure any breach
or default of Trustor if Trustor fails to do so in the time provided for cure, and if it chooses to do
so in connection with any such cure, Beneficiary or Trustee may also enter the Property and/or
do any and all other things which it may in its sole discretion consider necessary and appropriate
to protect the security of this Deed of Trust. Such other things may include: appearing in and/or
defending any action or proceeding which purports to affect the security of, or the rights or
powers of Beneficiary or Trustee under, this Deed of Trust; paying, purchasing, contesting or
compromising any encumbrance, charge, lien or claim of lien which in Beneficiary’s or
Trustee’s sole judgment is or may be senior in priority to this Deed of Trust, such judgment of
Beneficiary or Trustee to be conclusive as among Beneficiary, Trustee and Trustor; obtaining
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insurance and/or paying any premiums or charges for insurance required to be carried hereunder;
otherwise caring for and protecting any and all of the Property; and/or employing counsel,
accountants, contractors and other appropriate persons to assist Beneficiary or Trustee.
Beneficiary and Trustee may take any of the actions permitted under this Section 7.18 either with
or without giving notice, except for notices required under applicable law. Any amounts
disbursed by Beneficiary pursuant to this paragraph shall become additional indebtedness
secured by this Deed of Trust.

7.19  Intentionally omitted.
8. Default and Remedies.

8.1  Events of Default. Trustor acknowledges and agrees that an Event of Default
shall occur under this Deed of Trust upon the occurrence of any one or more of the following
events.

a. Beneficiary’s declaration of an Event of Default under any Loan
Document, subject to the expiration of any applicable cure period set forth in such document;

b. Trustor fails to perform any monetary obligation that arises under this
Deed of Trust or any other Loan Document (other than an obligation enumerated in this Section
8,1), and does not cure that failure within fifteen (15) days following written notice from
Beneficiary or Trustee;

c. If Trustor’s interest in the Property or any part thereof is voluntarily or
involuntarily sold, transferred, leased, encumbered, or otherwise conveyed in violation of
Section 7.6 hereof or if any other Transfer occurs in violation of the Loan Documents and
Trustor fails to rescind such conveyance or otherwise cure such breach within the time period
specified in paragraph j below;

d. Trustor fails to maintain the insurance coverage required under the Loan
Documents, or otherwise fails to comply with the requirements of Section 7.10 hereof and
Trustor fails to cure such default within the applicable time specified in Section 7.10;

€. Subject to Trustor’s right to contest such charges as provided herein,
Trustor fails to pay taxes or assessments due on the Land or the Improvements or fails to pay
when due any other charge that may result in a lien on the Land or the Improvements, and
Trustor fails to cure such default within twenty (20) days of the date of delinquency, but in all
events prior to the date upon which the holder of any such tax or other lien has the right to
foreclose thereon.

f, Any representation or warranty of Trustor contained in or made in
connection with the execution and delivery of this Deed of Trust or in any certificate or
statement furnished pursuant hereto or in any other Loan Document proves to have been false or
misleading in any material adverse respect when made;

g If, pursuant to or within the meaning of the United States Bankruptcy
Code or any other federal or state law relating to insolvency or relief of debtors (“Bankruptcy
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Law?”), Trustor or any general partner thereof (i) commences a voluntary case or proceeding; (ii)
consents to the entry of an order for relief against Trustor or any general partner thereof in an
involuntary case; (iii) consents to the appointment of a trustee, receiver, assignee, liquidator or
similar official for Trustor or any general partner thereof; (iv) makes an assignment for the
benefit of its creditors; or (v) admits in writing its inability to pay its debts as they become due.

h. If a court of competent jurisdiction enters an order or decree under any
Bankruptcy Law that (i) is for relief against Trustor or any general partner thereof in an
involuntary case, (ii) appoints a trustee, receiver, assignee, liquidator or similar official for
Trustor or any general partner thereof or substantially all of such entity’s assets, (iii) orders the
liquidation of Trustor or any general partner thereof, or (iv) issues or levies a judgment, writ,
warrant of attachment or similar process against the Property or the Project or any part thereof,
and in each case the order or decree is not released, vacated, dismissed or fully bonded within 60
days after its issuance,

i. The holder of any other debt instrument secured by a mortgage or deed of
trust on the Property or part thereof declares an event of default thereunder and exercises a right
to declare all amounts due under that debt instrument immediately due and payable, subject to
the expiration of any applicable cure period set forth in such holder’s documeats; or

j. Trustor fails to perform any obligation arising under this Deed of Trust
other than one enumerated in this Section 8.1, and does not cure that failure either within fifteen
(15) days after written notice from Beneficiary or Trustee in the event of a monetary default, or
within thirty (30) days after such written notice in the event of a nonmonetary default, provided
that in the case of a nonmonetary default that in Beneficiary’s reasonable judgment cannot
reasonably be cured within thirty (30) days, an Event of Default shall not arise hereunder if
Trustor commences to cure such default within thirty (30) days and thereafter prosecutes such
cure to completion with due diligence and in good faith and in no event later than sixty (60) days
following receipt of notice of default.

8.2  Remedies. Subject to the applicable notice and cure provisions set forth herein, at
any time after an Event of Default, Beneficiary and Trustee shall be entitled to invoke any and all
of the rights and remedies described below, and may exercise any one or more or all, of the
remedies set forth in any Loan Document, and any other remedy existing at law or in equity or
by statute. All of Beneficiary’s rights and remedies shall be cumulative, and the exercise of any
one or more of them shall not constitute an election of remedies. Beneficiary shall be entitled to
collect all expenses incurred in pursuing the remedies provided hereunder, including without
limitation reasonable attorneys’ fees and costs.

a. Acceleration. Beneficiary may declare any or all of the Secured
Obligations, including without limitation all sums payable under the Note and this Deed of Trust,
to be due and payable immediately.

b. Receiver. Beneficiary may apply to any court of competent jurisdiction
for, and cobtain appointment of, a receiver for the Property.
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c. Entry. Beneficiary, in person, by agent or by court-appointed receiver,
may enter, take possession of, manage and operate all or any part of the Property, and may also
do any and all other things in connection with those actions that Beneficiary may in its sole
discretion consider necessary and appropriate to protect the security of this Deed of Trust. Such
other things may include: taking and possessing copies of all of Trustor’s or the then owner's
books and records concerning the Property; entering into, enforcing, modifying, or canceling
Leases on such terms and conditions as Beneficiary may consider proper; obtaining and evicting
tenants; fixing or modifying Rents; collecting and receiving any payment of money owing to
Trustor; completing any unfinished construction; and/or contracting for and making repairs and
alterations. If Beneficiary so requests, Trustor shall assemble all of the Property that has been
removed from the Land and make all of it available to Beneficiary at the site of the Land. Trustor
hereby irrevocably constitutes and appoints Beneficiary as Trustor's attorney-in-fact to perform
such acts and execute such documents as Beneficiary in its sole discretion may consider to be
appropriate in connection with taking these measures, including endorsement of Trustor's name
on any instruments.

d. UCC Remedies. Beneficiary may exercise any or all of the remedies
granted to a secured party under the UCC,

e. Judicial Action. Beneficiary may bring an action in any court of
competent jurisdiction to foreclose this Deed of Trust in the manner provided by law for
foreclosure of mortgages on real property and/or to obtain specific enforcement of any of the
covenants or agreements of this Deed of Trust,

f. Power of Sale. Under the power of sale hereby granted, Beneficiary shall
have the discretionary right to cause some or all of the Property, including any Property which
constitutes personal property, to be sold or otherwise disposed of in any combination and in any
manner permitted by applicable law.

8.3  Power of Sale. If Beneficiary elects to invoke the power of sale hereby granted,
Beneficiary shall execute or cause the Trustee to execute a written notice of such default and of
its election to cause the Property to be sold to satisfy the obligations hereof, and shall cause such
notice to be recorded in the office of the Recorder of each County wherein the Property or some
part thereof is situated as required by law and this Deed of Trust.

Prior to publication of the notice of sale, Beneficiary shall deliver to Trustee this Deed of
Trust and the Note or other evidence of indebtedness which is secured hereby, together with a
written request for the Trustee to proceed with a sale of the Property, pursuant to the provisions
of law and this Deed of Trust.

Notice of sale having been given as then required by law, and not less than the time then
required by law having elapsed after recordation of such notice of default, Trustee, without
demand on Trustor, shall sell the Property at the time and place fixed by it in the notice of sale,
either as a whole or in separate parcels and in such order as it may determine, at public auction to
the highest bidder for cash in lawful money of the United States, payable at time of sale. Trustee
may, and at Beneficiary’s request shall, postpone sale of all or any portion of the Property by
public announcement at such time and place of sale, and from time to time thereafter may
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postpone such sale by public announcement at the time and place fixed by the preceding
postponement. Trustee shall deliver to the purchaser its deed conveying the property so sold, but
without any covenant or warranty, express or implied. The recitals in such deed of any matters
or facts shall be conclusive proof of the truthfulness thereof. Any person, including Trustor,
Trustee, or Beneficiary, may purchase at such sale.

After deducting all costs, fees, and expenses of Trustee and of the trust hereby created,
including reasonable attorneys’ fees in connection with sale, Trustee shall apply the proceeds of
sale to payment of all sums advanced or expended by Beneficiary or Trustee under the terms
hereof and all outstanding sums then secured hereby, and the remainder, if any, to the person or
persons legally entitled thereto.

Without limiting the generality of the foregoing, Trustor acknowledges and agrees that
regardless of whether or not a default has occurred hereunder, if an Event of Default has
occurred under the Loan Documents, and if in connection with such Event of Default
Beneficiary exercises its right to foreclose on the Property, then: (i) Beneficiary shall be entitled
to declare all amounts due under the Note immediately due and payable, and (ii) the proceeds of
any sale of the Property in connection with such foreclosure shall be used to pay all Secured
Obligations, including without limitation, the outstanding principal balance and all other
amounts due under the Note.

At any foreclosure sale, any person, including Trustor, Trustee or Beneficiary, may bid
for and acquire the Property or any part of it to the extent permitted by then applicable law.
Instead of paying cash for such property, Beneficiary may settle for the purchase price by
crediting the sales price of the property against the following obligations:

a. First, the portion of the Secured Obligations attributable to the expenses of
sale, costs of any action and any other sums for which Trustor is obligated to pay or reimburse
Beneficiary or Trustee under Section 7.12(c); and

b. Second, the remaining balance of all other Secured Obligations in any
order and proportions as Beneficiary in its sole discretion may choose.

8.4  Trustor’s Right to Reinstate. Notwithstanding Beneficiary’s acceleration of the
sums secured by this Deed of Trust, Trustor shall have the right to have any proceedings begun
by Beneficiary to enforce this Deed of Trust discontinued at any time prior to five days before
sale of the Property pursuant to the power of sale contained in this Deed of Trust or at any time
prior to entry of a judgment enforcing this Deed of Trust if: (a) Trustor pays Beneficiary all sums
which would be then due under the Loan Documents if the Secured Obligations had no
acceleration provision; (b) Trustor cures all breaches of any other covenants or agreements of
Trustor contained in this Deed of Trust; (c) Trustor pays all reasonable expenses incurred by
Beneficiary and Trustee in enforcing the covenants and agreements of Trustor contained in this
Deed of Trust, and in enforcing Beneficiary’s and Trustee’s remedies as provided herein,
including, but not limited to, reasonable attorney’s fees; and (d) Trustor takes such action as
Beneficiary may reasonably require to assure that the lien of this Deed of Trust, Beneficiary’s
interest in the Property and Trustor’s obligation to pay the sums secured by this Deed of Trust
shall continue unimpaired. Upon such payment and cure by Trustor, this Deed of Trust and the
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obligations secured hereby shall remain in full force and effect as if no acceleration had
occurred.

9. Trustor’s Waivers. To the fullest extent permitted by law, Trustor waives: (a) all statutes
of limitations as a defense to any action or proceeding brought against Trustor by Beneficiary;
(b) the benefit of all laws now existing or which may hereafter be enacted providing for any
appraisement, valuation, stay, extension, redemption or moratorium; (c) all rights of marshalling
in the event of foreclosure; and (d) all presentments, demands for performance, notices

of nonperformance, protests, notices of protest, notices of dishonor, notices of acceptance of this
Deed of Trust and of the existence, creation, or incurring of new or additional indebtedness, and
demands and notices of every kind.

10.  Miscellaneous Provisions.

10.1  Additional Provisions. The Loan Documents grant further rights to Beneficiary
and contain further agreements and affirmative and negative covenants by Trustor which apply
to this Deed of Trust and the Property.

10.2 Notices. Trustor requests that a copy of notice of default and notice of sale be
mailed to Trustor at the address set forth below. That address is also the mailing address of
Trustor as debtor under the UCC. Beneficiary’s address set forth below is the address for
Beneficiary as secured party under the UCC. Except for any notice required under applicable
law to be given in another manner, all notices to be sent pursuant to this Deed of Trust shall be
made in writing, and sent to the parties at their respective addresses specified below or to such
other address as a party may designate by written notice delivered to the other parties in
accordance with this Section. All such notices shall be sent by: {a) personal delivery, in which
case notice shall be deemed delivered upon receipt; (b) certified or registered mail, return receipt
requested, in which case notice shall be deemed delivered two (2) business days after deposit,
postage prepaid in the United States mail; or (c) nationally recognized overnight courier, in
which case notice shall be deemed delivered one (1) day after deposit with such courier.

TRUSTOR: Calistoga Affordable Housing, Inc.
1332 Lincoln Avenue
Calistoga, CA 94515
Attention: Executive Director

BENEFICIARY: City of St. Helena
1480 Main Street
St. Helena, CA 94574
Attention: City Manager

With a copy to: Burke Williams & Sorensen, LLP
1901 Harrison Street, Suite 900

Oakland, CA 94612
Attn: Susan E. Bloch, Esq.
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10.3  Binding on Successors. The terms, covenants and conditions of this Deed of
Trust shall be binding upon and inure to the benefit of the heirs, administrators, executors,
successors in interest, transferees, and assigns of the Trustor, Beneficiary and Trustee; provided
however this Section 10.3 does not waive the provisions of Section 7.6.

10.4  Substitution of Trustee. Beneficiary may from time to time or at any time
substitute a trustee or trustees to execute the trust hereby created, and when any such substitution
has been filed for record in the office of the Recorder of Napa County, it shall be conclusive
evidence of the appointment of such trustee or trustees, and such new trustee or trustees shall
succeed to all of the powers and duties of the Trustee named herein.

10.5 Attorneys’ Fees and Costs. In any action or proceeding to foreclose this Deed of
Trust or to enforce any right of Beneficiary or of Trustee, Trustor shall pay to Beneficiary and
Trustee all costs of such action or proceeding, including reasonable attorneys’ fees.

10.6 Governing Law; Severability; Interpretation. This Deed of Trust shall be
governed by the laws of the State of California without regard to principles of conflicts of laws.
Trustor agrees that any controversy arising under or in relation to this Deed of Trust shall be
litigated exclusively in the jurisdiction where the Land is located (the “Property Jurisdiction™).
The state and federal courts and authorities with jurisdiction in the Property Jurisdiction shall
have exclusive jurisdiction over all controversies which shall arise under or in relation to the
Loan Documents. Trustor irrevocably consents to service, jurisdiction, and venue of such courts
for any such litigation, and waives any other venue to which it might be entitled by virtue of
domicile, habitual residence or otherwise. If any provision of this Deed of Trust is held
unenforceable or void, that provision shall be deemed severable from the remaining provisions,
and shall in no way affect the validity of this Deed of Trust. The captions used in this Deed of
Trust are for convenience only and are not intended to affect the interpretation or construction of
the provisions herein contained. In this Deed of Trust, whenever the context so requires, the
singular number includes the plural.

10.7 Waiver, Modification and Amendment. Any waiver by Beneficiary of any
obligation of Trustor hereunder must be in writing, and no waiver shall be construed as a
continuing waiver. No waiver shall be implied from any delay or failure by Beneficiary or
Trustee to take action on account of any default of Trustor. Consent by Beneficiary or Trustee to
any act or omission by Trustor shall not be construed as a consent to any other or subsequent act
or omission or to waive the requirement for Beneficiary’s or Trustee’s consent to be obtained in
any future or other instance. No amendment to or modification of this Deed of Trust shall be
effective unless and until such amendment or modification is in writing, executed by Trustor and
Beneficiary. Without limiting the generality of the foregoing, Beneficiary’s acceptance of
payment of any sum secured hereby after its due date shall not constitute a waiver by Beneficiary
of its right either to require prompt payment when due of all other sums so secured or to declare
default for failure so to pay.

10.8  Action by Beneficiary. Except as may be otherwise specifically provided herein,
whenever any approval, notice, direction, or consent by the Beneficiary is required or permitted
under this Agreement, such action shall be in writing, and such action may be given, made or
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taken by Beneficiary’s City Manager or by any person who shall have been designated by
Beneficiary’s City Manager, without further approval by the governing board of Beneficiary.

10.9  Joint and Several Liability. If Trustor consists of more than one person or entity,
each shall be jointly and severally liable for the faithful performance of all of Trustor’s
obligations under this Deed of Trust.

10.10 Time is of the Essence. Time is of the essence for each provision of this Deed of
Trust.

SIGNATURES ON FOLLOWING PAGE
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IN WITNESS WHEREOF, Trustor has executed this Deed of Trust as of the
date first written above.

TRUSTOR:

CALISTOGA AFFORDABLE HOUSING, INC,,
a California nonprofit public benefit corporation

By:
Print Name:
Title:
SIGNATURES MUST BE NOTARIZED.
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A notary public or other officer completing this certificate verifies only the identity of the
individual who signed the document to which this certificate is attached, and not the
truthfulness, accuracy, or validity of that document.

STATE OF CALIFORNIA )

COUNTY OF NAPA )
On , 20__, before me, , Notary Public, personally
appeared , who proved to me on the basis of

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

I certify under PENALTY OF PERJURY under the laws of the State of California that the
foregoing paragraph is true and correct.

WITNESS my hand and official seal.

Signature
(Seal)
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Exhibit A

LAND

The real property situated in the City of St. Helena, County of Napa, State of California,
described as follows:

COMMENCING at a point on the Southeastern line of Pope Street, distant thereon 126 feet and
7 inches Northeasterly from the point of intersection thereof with the centerline of the main tract
of the Southern Pacific Railroad Company; running thence Northeasterly, along said line of Pope
Street, 50 feet to the Southwestern line of the lot of land heretofore conveyed to Emma R. Davis
Mooney by Deed recorded February 25, 1889, in Book 45 of Deeds at page 73, said Napa
County Records; thence Southeasterly along the Southwestern line of lot conveyed to Mooney,
150 feet, more or less, to the middle of Sulphur Springs Creek; thence up the middle of said
creek, in a southwesterly direction, 30 feet, more or less, to the intersection thereof with a line
drawn Southeasterly through the point of commencement and parallel with the Southwestern line
of said lot conveyed to Mooney above referred to; thence Northwesterly, along last mentioned
line, 180 feet more or less, to the point of commencement.

APN: 009-090-003
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RECORDING REQUESTED AND
WHEN RECORDED MAIL TO:

Kelly J, Berryman
P.O. Box 513
Calistoga, CA 54515

APN: 009-090-002 and 009-090-003 Space above this line for purpose of recording
EMERGENCY VEHICLE ACCESS EASEMENT DEED AND AGREEMENT

FOR VALUABLE CONSIDERATION, receipt of which is hereby acknowledged,
BECKSTOFFER VINEYARDS, a California corporation (“Grantor™), as successor in interest via
merger filed with the Secretary of State on December 31, 1991 as File No, A413310 to
BECKSTOFFER RANCHES, INC., a California corporation hereby grants, transfers and
conveys to Calistoga Affordable Housing, Inc., a California non-profit corporation (“CAH™) and
the City of St. Helena, a municipal corporation, and its related emergency service providers
(“City™) (CAH and City are collectively referred to as “Grantees™), a permanent non-exclusive
easement (“Easement”) over a portion of Grantor’s property known as 1127 Pope Street, St.
Helena, California as more specifically described in Exhibit A, which portion is described and
depicted in Exhibit B (the “Easement Area”) for the express and limited purpose of providing
emergency response vehicle access and required maintenance to the real property owned by CAH
described in Exhibit C, attached hereto. This Easement is limited to emergency vehicle access
and repair to the Easement Area only, and for no other purpose. The Easement Area is subject to
existing building encroachments for use on the current paved driveway.

Grantees may, at Grantees’ sole cost and expense, place and maintain along the
northeastern edge of the Easement Area a red curb and signage reading “Fire Lane -- No
Parking.” The size, shape, color, design and placement of signs shall be subject to Grantor’s prior
written approval. City shall have the right, from time to time, to trim, cut down, and clear away
any and all trees and brush now or hereafier on the Easement Area that interfere with the
Emergency Vehicle Access or that (in the opinion of City) may be a hazard to emergency vehicle
access by reason of the danger of falling thereon.

Nothing contained herein shall, or shall be deemed to, constitute a gifi or dedication of
any portion of the Easement Area to the general public for the benefit of the general public or for
any public purpose whatsoever, it being the intention that the provisions set forth herein shall be
strictly limited to and for the purposes expressed herein. Grantor shall be permitted, from time to
lime, to take whatever reasonable action it may deem necessary to prevent any portion of the
Easement Area encumbered by this Easement from being dedicated or taken for public use or
benefit.

Grantees shall indemnify, defend, protect and hold harmless Grantor, its successors and
assigns, for, from and against any and all liabilities, claims, damages, expenses (including,

1
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without limitation, reasonable attorneys' fees and reasonable attorneys' fees on any appeal),
judgments, proceedings and causes of action of any kind whatsoever resulting from the exercise
of the rights granted herein and/or the use of the Easement Area.

This Easement, and the covenants and agreements herein contained, shall run with the
land and shall be binding upon and inure to the benefit of the parties hereto, their successors and
assigns, and their respective interests. As to the City this easement is in gross. The Easement
herein granted shall be governed by, construed and enforced in accordance with the laws of the
State of California. This Easement shall be recorded in Napa County, California.

117 SIGNATURES ON FOLLOWING PAGE ///
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IN WITNESS WHEREOQF, Grantor and Grantees have executed this Easement

Agreement as of the date set forth below.
GRANTOR:

BECKSTOFFER VINEYARDS
A California corporation

By: z@u—#—
W. Andrew Beckstoffer , President

"6 /b

GRANTEES:

Date:

CALISTOGA AFFORDABLE HOUSING, INC.

A Califomia corporation

By:
Larry G. Kromann, President

Date:

CITY OF ST. HELENA
A municipal corporation

By:

Date:

Attest:
Cindy Black, City Clerk

Date:
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NOTARIAL ACKNOWLEDGMENT

A notary public or other officer completing this certificate verifies only the identity of the
individual who signed the document to which this certificate is attached, and not the
truthfulness, accuracy, or validity of that document.

State of California )
) ss.
County of Napa )

o HOV. b, R0/b sersbetore me, VIEHE L. romme 2 a
Notary Public, personally appeared /. BASD £ €L BECKS FOEHE# 10 me on the
basis of satisfactory evidence 10 be the person whose name is subscribed to the within
instrument; and acknowledged to me that he executed the same in his authorized capacity, and
that by his signature on the instrument the person, or the entity upon behalf of which the person
acted, executed the instrument.

I certify under PENALTY OF PERJURY under the laws of the State of California that the
foregoing paragraph is true and correct.

WITNESS my hand and official seal.

Signature U M :

(SEAL)

VICKIE L. GOMEZ
Commigslon # 2134348
Notary Public - Calitornla

Napa County
Camm. Doc 17, 2010
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NOTARIAL ACKNOWLEDGMENT

A notary public or other officer completing this certificate verifies only the identity of the
individual who signed the document to which this certificate is attached, and not the
truthfulness, accuracy, or validity of that document.

State of California )
) ss.
County of Napa )
On , 2015, before me, ,a
Notary Public, personally appeared » who proved to me on the

basis of satisfactory evidence to be the person whose name is subscribed o the within
instrument; and acknowledged to me that he executed the same in his authorized capacity, and
that by his signature on the instrument the person, or the entity upon behalf of which the person
acted, executed the instrument.

I certify under PENALTY OF PERJURY under the laws of the State of California that the
foregoing paragraph is true and correct.

WITNESS my hand and official seal.

Signature

(SEAL)
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NOTARIAL ACKNOWLEDGMENT

A notary public or other officer completing this certificate verifies only the identity of the
individual who signed the document to which this certificate is attached, and not the
truthfulness, accuracy, or validity of that document.

State of California )
) ss.
County of Napa )
On . 2015, before me, ,d
Notary Public, personally appeared , Who proved to me on the

basis of satisfactory evidence to be the person whose name is subscribed to the within
instrument; and acknowledged to me that he executed the same in his authorized capacity, and
that by his signature on the instrument the person, or the entity upon behalf of which the person
acted, executed the instrument.

I certify under PENALTY OF PERJURY under the laws of the State of California that the
foregoing paragraph is true and correct.

WITNESS my hand and official seal.

Signature

(SEAL)
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EXHIBIT A
DESCRIPTION OF LANDS OF GRANTOR

Real Property located in the City of St. Helena, County of Napa, State of California described as
follows:

COMMENCING at a point on the Southeastern line of Pope Street, at the point of intersection
thereof with the Northeasterly line of the Right of Way of the Southemn Pacific Railroad
Company and running thence Northeasterly along said Southeastern line of Pope Street, 91 leet
and 7 inches to the Southwestern line of the lands heretofore canveyed to Henry Heinrich
Huttmann and wife, by deed of record in Book 136 of Deeds, at page 163, said Napa County
Records; thence Southeasterly along the Southwesterly line of said lands conveyed to Huttmann,
180 feet, more or less, to the middle of Sulphur Springs Creek; thence up the middle of said
creek, in a general Southwesterly direction and following all the meanderings of the centerline
thereof, 150 feet, more or less, to the Northeasterly line of the Right of Way firstly hereinbefore
referred to; and thence Northwesterly along said [ast mentioned line, 200 feet, more or less, io the
point of commencement.

APN: 009-090-002
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EXHIBIT B
DESCRIPTION AND DEPICTION OF EASEMENT AREA

Real Property located in the City of St. Helena, County of Napa, State of California described as
follows:

COMMENCING at a point on the Southeastern line of Pope Street, at the point of intersection
thereof with the Northeasterly line of the Right of Way of the Southern Pacific Railroad
Company and running thence Northeasterly along said Southeastemn line of Pope Street, 91 feet
and 7 inches to the Southwesiern line of the lands heretofore conveyed to Henry Heinrich
Huttmann and wife, by deed of record in Book 136 of Deeds, at page 163, said Napa County
Records, such point being the TRUE POINT OF BEGINNING; continuing Southeasterly along
the Southwestern line of said lands conveyed to Huttmann 180 feet more or less, to the middle of
Suiphur Springs Creek; thence continuing up the middle of said creek, in a general Southwesterly
direction and following all the meanderings of the centerline thereof, 15 feet, more or less; thence
continuing in a Northwesterly direction, parallel with the Southwestem line of said lands
conveyed to Huttmann, to the Southeastern line of Pope Street; and thence conlinuing in a
Northeasterly direction along the Southeastern line of Pope Street 15 feet, more or less, to the
TRUE POINT OF BEGINNING.
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EXHIBIT C

DESCRIPTION OF LANDS OF GRANTEE

The land referred to in this report is situated in the City of St. Helena, County of Napa, State of
California, and is described as follows:

COMMENCING at a point on the Southeastern line of Pope Street, distant thereon 126 feet and
7 inches Northeasterly from the point of intersection thereof with the centerline of the main tract
of the Southemn Pacific Railroad Company; running thence Northeasterly, along said line of Pope
Street, 50 feet to the Southwestern line of the lot of land heretofore conveyed to Emma R. Davis
Mooney by Deed recorded February 25, 1889, in Book 45 of Deeds at page 73, said Napa County
Records; thence Southeasterly along the Southwestern line of lot conveyed to Mooney, 150 feet,
more or less, to the middle of Sulphur Springs Creek; thence up the middle of said creek, ina
southwesterly direction, 50 feet, more or less, to the intersection thereof with a line drawn
Southeasterly through the point of commencement and parallel with the Southwestern line of said
lot conveyed to Mooney above referred to; thence Northwesterly, along last mentioned line, 180
feet more or less, to the point of commencement.

APN: 009-090-003
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Attachment B

CITY OF ST.HELENA

RESOLUTION No. 2012-87

APPROVING CALISTOGA AFFORDABLE HOUSING
(CAH) REQUEST FOR IMPACT FEE WAIVER FOR 8-
UNITS OF AFFORDABLE HOUSING AT 1105 POPE
STREET (TURLEY APARTMENTS)

RECITALS

A. On October 9, 2012 Calistoga Affordable Housing (CAH), developer for Turley Apartments,
submitted a written request asking City Council for fee adjustment; and
B. Pursuant to St. Helena Municipal Code 3.32.120 Fee Adjustment, the City Council may grant

request for fee adjustment to a developer who applies in written form, and the letter states the
factual basis for the claim; and

C. Pursuant to Implementing Action HE 4.C of the certified 2009 Housing Element, the City of
St. Helena may reduce, defer, or waive fees for affordable housing developments.

D. CAH has made a request in written form and has stated the factual basis for the claim,
including that they propose to develop an 8-unit 100% affordable housing project; and

E. Based on examination of the letter, staff supports the factuat basis for the claim and
recommends that the City Council grant the request for fee waiver.

RESOLUTION

NOW, THEREFORE, the City Council of the City of St. Helena resolves as follows:

1. While Turley Apartments will be subject to City project approval, the Council hereby
approves CAH fee waiver request of up to $150,000 for an 8-unit 100% affordable
housing project. In approving this waiver, the Council specifically resolves as follows: a)
because this will be an 100% affordable housing project, the Council waives the
projected housing impact fee; b) because the project will be a “city-center” complex
proximate to commercial and public transportation, the Council waives the traffic
mitigation fee; c) because the Council views the provision of affordable housing as

CAUariDelis\App DL acalidicrasnl Windmw Temporary Ioeema FilaACooen Ol \COTLP4IEQD13-10-23 Calisiogs Affordebla Howvsling Rissoliztion Final Vertion dvcn
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more livable community and the council therefore waives the public safety fees; and e)
the city council agrees to contribute the impact fees of approximately $33,000 on behalf
of CAH to water impact, sewer impact and storm drain impact.

Approved at a regular meeting of the St. Helena City Council on October23, 2012 by the
following vote: G

AYES: Councilmembers White, Crulf, Sanchez, Nevero, Mayor Britton
NOES: None
ABSENT: None

AFPROVED:

Delfotd Britton
Mayor
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Attachment C

CITY OF ST. HELENA

RESOLUTION No. 2013-49

APPROVING REQUEST FROM CALISTOGA
AFFORDABLE HOUSING (CAH) FOR WAIVER OF ALL
APPLICATION PROCESSING FEES FOR TURLEY
FLATS, AN 8-UNIT 100% AFFORDABLE HOUSING AT
1105 POPE STREET

RECITALS

. On July 3, 2013 Calistoga Affordable Housing (CAH), developer for Turley Flats, an 8-unit
100% affordable housing project, submitted a written request asking City Council fora
waiver of application processing fees; and

. Whereas, pursuant to St. Helena Municipal Code 17.08.190(D.)(1.) requires all development

projects to file an amount estimated to cover processing costs “unless payment of fees have
‘been waived by action of the Council: and

. Whereas, pursuant to Implementing Action HE 4.C of the certified 2009 Housing Element,
the City of St. Helena may reduce, defer, or waive fees for affordable housing developments;
and

. Whereas, CAH has made a request in written form and proposes {o develop an 8-unit 100%
effordable housing project; and

Whereas, staff supports the factual basis for the claim and recommends that the City Council
grant the request for fee waiver; and

. Whereas, the City of St. Helena and the City Council support opportunities to develop smalil,
in-fill housing development projects in characier with the neighborhood and community; and

RESOLUTION

NOW, THEREFORE, the City Council of the City of St. Helena resolves as follows:

1. While the Turley Flats application will be subject to City discretionery project approval,
the Council hereby approves CAH request for a waiver of &ll application processing fees
for an 8-unit 100% affordable housing project.

WubiDuaAdmidiAgends Saff Reperi201) Sl ReprroI7-09-20) AWor\Calisog Aftixdabls Houlog uly § roo sioes
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vole:

AYES: Councilmembers White, Sculatti, Pitts, Vice Mayor Crull
NOES: None

ABSENT: Mayor Nevero

APPROVED: ATTEST: By,
6@«,@ L

%WLM Ly A

Sharon Crull ijbsa

Vice Mayor City Clerk
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Attachment D

STAFF REPORT

DATE: October 14,2014

To: Mayor and City Council Item No:

FroM: Jennifer Phillips, City Manager

RE: Consideration of resolution approving the allocation of $500,00 from the Affordable
Housing Impact Fund for 8-units of affordable housing at 1105 Pope Street (Turley
Apartments) and direct the City Manager to negotiate a funding agreement.

BACKGROUND
Calistoga Affordable Housing (CAH) was deeded property located at 1105 Pope Street for the sole

purpose of building an affordable housing complex. CAH proposes to demolish the existing dilapidated
single family use and construct Turley Flats, an eight unit apartment building for low income residents.
As part of that effort, CAH will relocate the existing residents and they will be eligible to participate in
the lottery used to select the eight new tenants. Turley Flats is proposed to be a 3-story complex with
parking and storage on the ground floor and residential units on the top two floors. The complex is
proposed for an area of offices and residential uses, and is designed to blend into its existing
surroundings. Turley Flats is also deemed consistent with the City’s General Plan Housing Element’s
goal of facilitating the development of a range of housing to meet the needs of all incomes.

On October 9, 2012, CAH made a forma) request to the City of St. Helena to waive between $180,000
and $200,000 of development impact fees. The rationele for this request was to enhance CAH’s ability to
secure outside funding by minimizing the amount needed to meet its funding liability. In response to the
October 9, 2014 request, the City Council adopted Resolution No. 2012-87, approving the fee waiver
request far up to $150,000 for Turley Flats. The action was taken in light of the General Plan Housing
Element’s Implementing Action HE4.C: Reduce, defer or waive fees for affordable housing
developments. The City will establish a set of criterial for project eligibility to have fees reduced,
deferred or waived. The City will explore higher incentives for affordable housing developments with
units affordable to extremely low- and very low-income households.

The Councii’s action included the following items totaling a maximum amount of $150,000:

Waive Housing Impact Fee: because the project is 100% affordable

»  Waive Traffic Impact Fee: because the project is located in an area of the City proximate to
pedestrian and transit facilities

¢ Waive Civic Improvement Impact Fee: because the project is a desirable civic improvement

e  Waive Public Sefety Fee: because of the provision of safe, healthy and secure affordable housing
that contributes to a more livable community

Turlay Flals Aparimant Project
Pagal
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CITY OF ST. HELENA
RESOLUTION NO. zm,ao’ fo}

APPROVING AN ALLOCATION OF $478,000 FROM THE AFFORDABLE HOUSING
IMPACT FUND FOR 8-UNITS OF AFFORDABLE HOUSING AT 1105 POPE STREET
(FURLEY APARTMENTS)

RECITALS

A. Calistoga Affordable Housing was deeded tocated at 1105 Pope Street for
the sole pmposeofbuildingan(aﬂ'u lehousingm o

B. On July 9, 2013, the City Council adopted Resolution No. 2013-49 waiving all [icasion fees for

TuﬂeyFlals.EsnmadeityfeesassociaMwiththepmjecthITS. ucing the overall
roject cost to nearly $2 million.

C. CAH should increase their funding efforts with the goal of rising the $345,000.

D. hnseonﬁmedtlwyhaveswmadlmnsu\mﬁonloanofSIJmillimduoughFustCmnmunity

E. To stay within the spirit of the $478,417 housing grant originally requested by CAH, the City will
contribuiz $500,000 1o the Turley Flats projects.
E. The funds would be allocsied as follows: $341,500 in housing grant and $158,500 in fec waivers.
Based on this contribution, the project funding gap totals $143,294.
RESOLUTION

NOW, THEREFORE, the City Council of the City of St. Helena resolves as follows:

1. Approve CAH’s request for $500,000 in funding participation for the Turley Apartments.
Use of these funds would include the authorized $158,500 in fee waivers and contributions
as outlined in Resolutions 2012-87 and 2013-49. Source of funds is the Affordable
Housing Trust Fund.

2. AmhoﬁzetheCityManngcrtonegoﬁateaﬁmdingagreemmlwithCAHandmtumtnthe
City Council for final approval.

Approved at a Regular Meeting of the St. Helena City Council on October 14, 2014 by

the following vote:
Ayes: Councilmembers Pitts, White, Sculatti, Crull and Mayor Nevero
Noes: None
Absent: None

Absiain: None

Cindy Blaek, City Clerk
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Attachment E

.
=AM
CALISTOGA AFFORDABLE HOUSING

A Non-Profit Tax Exempt Comporation
1332 Lincoln Avenua
Calistoga, CA 94515

Cover Letter

Ms. Jennifer Phillips, City Manager
Noah Housh, Director

Planning and Community Improevement
City of St. Helena

1480 Main St.

St. Helena, CA 94574

RE: Turley project financing
Dear Jennifer and Noah,

The following insert is the Cover Letter that was attached to the Napa County
Housing Grant requested by CAH for the Turley project.

CAR is providing a copy of the Matching Grant Application as an informational
item regarding the most current update on the Turley project as well as to
officially request that the City increase its subsidy of the project from $500,000 to
$640,000. The County grant opportunity was presented to CAH as a matching
grant to complete the project. The county is interested in the project and is
willing to participate financiafly if its funds can encourage other donors/funders to
fund the large gap of the project.

CAH is diligently working with all of its partners to immediately proceed with the
State and City Building Permits, obtain final City Council approval on the
City/CAH agreement, and finalize the details of the construction loan.

Please make CAH aware of any further information or items that may be required
for this additional loan/grant request.

........................................................................................................

Cover Letter to Napa County

The Turley project was begun as a community project by vintner Larry Turley
when he purchased the Pope St. parcel after becoming aware of the eviction of
seven families from the property. Mr. Turley’s donation of the property inspired
CAH to make this project not only an affordable housing project but also provide
a pilot example of a totally community based project without usage of
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Federal/State funding that has proven to greatly increase the overall costs of the
project with expensive overhead costs such as “prevailing wages.”

After three years of working through the rigorous pre-development process
leading to a building permit, CAH finds itself with a large financial gap of over $1
million. This shocking revelation comes within weeks of submitting the plans to
the State (modular factory units) and City (non-factory construction).

To overcome this new cbstacle, CAH must continue to seek community support
as the timeframe for State/Federal funding is quite lengthy. CAH's application to
the Napa County's Housing matching grant application not only fits within its
original financing plan, it provides needed leverage to encourage other
institutions/individuals to maximize their contributions. The following is CAH's
plan ot quickly obtain the large gap funding and keep our keep the project on
track to begin construction before the end of 2016:
+ (Obtain a county matching grant of $650,000 with the following entities
providing matching funds/ or reduced costs:
o City of St. Helena—$640,000 grant/loans (City has already stated
they would provide grant/loan of $500,000. County grant provisions
would increase that grant/loan to $640,000.

o First Community Bank—-$100,000 increase of construction loan to
be converted to long term mortgage. CAH's has requested bank to
reduce interest rate and increase the 30 yr, amortized loan to 35
yrs. for a $1.4 million loan.(original approved loan of $1,3 million.

o CAH has contacted several community individuals such as Mr.
Larry Turley regarding additional funding as part of the matching
program. The response has been that local donors who have
demonstrated they are committed to providing work force housing
believe they have already provided over $500,000 in land donation,
and pre-development funding and believe the City and County
should now make their contribution. CAH's interpretation of their
comments is that they believe they started the Turley project with
their money and it is now time for the other community entities to
provide their matching funds. Their comments were provided after
CAH provided them with over 50 pages of project documentation of
the project’s activities and progress (or lack of progress). They also
expressed their frustration with the current time consuming
construction approval process. To date no funds have been
offered.

o GAH has been able to reduce over $300,000 in the overalf
construction bid costs by personally mesting with each bidder and
reviewing their bid numbers regarding clarity of scope of work as
well as accuracy of the numbers. CAH has also met with the

Agenda Item #4.1.
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engineers and architects to discuss cost reducing options, Options
that have already been included in the final bid numbers include
replacing plastered sections with fax look alike Hardiboard,
constructing the roof on site instead on at factory. Other options
still being worked on include revised Storm water management and
drainage that could reduce costs by $75,000-$100,000. If
additional cost reduction can be achieved before/during the
Building Permit process, CAH wili reduce the gap funding request
for the County and City grants accordingly.

Project timeline
» Building Permit
o State (factory cores) already in process
o City (all non-factory items) October 27
CAHICity of Calistoga agreement final presentation to City Council sometime
in November
Napa County Grant—acceptance of grant is needed before final presentation
to City Council for agreement approval.
+ Site work will begin as soon as City Permit is issued. Construction crew has
penciled in preliminary beginning dates in Nov. subject to weather.
+ Bank Construction loan—waiting for final approval of revised loan figures and
signing. Is needed before final City Council agreement approval.

Basically, the County and City grant opportunity is THE salvation plan for this
project. And in view of the recent interest throughout the county in the affordable
housing question, the success of the Turley project can be a beginning
demonstration of a county wide collaborative effort that will make a difference for
the hundreds of working families in need of adequate, safe, and affordable
housing.

S

Larry Kromann, Ed.D.
President
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Attachment F

First American Title
Company of Napa

FIRST AMERICAN TITLE COMPANY OF NAPA
FIRST LOOK CHECKLIST

Will any of the following situation potentially affect your transaction:

O
a
a
O
O

(|
O

Will the principals be using a POWER OF ATTORNEY?
Are any of the parties in title INCAPACITATED OR DECEASED?
Has a CHANGE IN MARITAL STATUS occurred for any of the principals?

Will the property be transferred to a NEW TRUST, PARTNERSHIP OR
CORPORATION?

Do the sellers of the property RESIDE QUTSIDE OF CALIFORNIA OR THE
UNITED STATES?

Have any of the principals RECENTLY FILED BANKRUPTCY?
Are the principals involved in an EXCHANGE WITH THIS PROPERTY?

If you answered YES to any of these questions, please contact your escrow officer right

away, so we can assure a smooth closing,.

Remember, all parties signing documents must have a valid photo L.D. or driver’s license

for a notarial acknowledgment.

Thank you for helping First American Title Company of Napa serve you better.

1700 Second Street, Napa, CA 94559 (707) 254-4500
2390 California Boulevard, Napa, CA 94559 (707) 259-4980
1361 Main Street, St. Helena, CA 94574 (707) 963-7151
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Attachment F
of AMER ‘o
< o ORDER NO: 00099889-KHE
UPDATED REPORT #: 2
First American Title
Company of Napa
PRELIMINARY REPORT
First American Title Insurance Company
First American Title Company of Napa
1361 Main Street, P.O. Box 178, St. Helena, CA 94574
Tel: (707) 963-7151 - Fax: (707) 963-1302
Property Address: Direct Escrow Inquires to Escrow Officer:
1105 Pope Street Kate Hansen
St. Helena, CA 94574 Email: khansen@firstamnapa.com
Assessor’s Parcel Number:
009-090-003
Buyer/Borrower: Direct Title Inquiries to:
Calistoga Affordable Housing Lani Burguin

Email: MGlotzer@firstamnapa.com
Reference Number:

In response to the application for a policy of title insurance referenced herein, First American Title Insurance Company
hereby reports that it is prepared to issue, or cause to be issued, as of the date hereof, & policy or policies of title insurance
describing the Jand and the estate or interest therein hereinafter set forth, insuring against loss which may be sustained by
reason of any defect, lien or encumbrance not shown or referred to as an exception herein or not excluded from coverage
pursuant to the printed Schedules, Conditions and Stipulations or Conditions of said policy forms.

The printed Exceptions and Exclusions from the coverage and Limitations on Covered Risks of said policy or policies are set
forth in Attachment One. The policy to be issued may contain an arbitration clause. When the Amount of Insurance is less
than that set forth in the arbitration clause, all arbitrable matters shall be arbitrated at the option of either the Company or the
Insured as the exclusive remedy of the parties. Limitations on Covered Risks applicable to the CLTA and ALTA
Homeowner’s Palicies of Title Insurance which establish a Deductible Amount and a Maximum Dollar Limit of Liability for
certain coverages are also set forth in Attachment One. Copies of the policy forms should be read. They are available from
the office which issued this report.

This report (and any supplements or amendments hereto) is issued solely for the purpose of facilitating the issuance of a
policy of title insurance and no liability is assumed hereby. If it is desired that liability be assumed prior to the issuance of a
policy of title insurance, a Binder or Commitment should be requested,

The policy(s) of title insurance to be issued hereunder will be policy(s) of First American Title Insurance Company.

Please read the exceptions shown or referred to herein and the exceptions and exclusions set forth in Attachment One
of this report carefully, The exceptions and exclusions are meant to provide you with notice of matters which are not
covered under the terms of the title insurance policy and should be carefully considered.

It is important to note that this preliminary report is not a written representation as to the condition of title and may
not list all liens, defects and encumbrances affecting title to the land.

Dated as of November 3, 2016 at 7:30 A.M.

By: W»-

Authorized Signatory

Page 1 of 12
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Attachment F

ORDER NO: 00099889-KHE
UPDATED REPORT #: 2

First American Title
Company of Napa

The form of policy or policies of title insurance contemplated by this report is:

ALTA Loan Policy (6/17/06) (Extended Coverage)
A specific request should be made if another form or additional coverage is desired.
TITLE TO SAID ESTATE OR INTEREST AT THE DATE HEREOF IS VESTED IN:

CALISTOGA AFFORDABLE HOUSING,
A CALIFORNIA NON-PROFIT BENEFIT CORPORATION

THE ESTATE OR INTEREST IN THE LAND HEREINAFTER DESCRIBED OR REFERRED TO COVERED
BY THIS REPORT [S:

A FEE
THE LAND REFERRED TO IN THIS REPORT IS DESCRIBED AS FOLLOWS:

See Exhibit A attached hereto and made a part hereof.

Page 2 of 12
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Attachment F

ORDER NO: 00099389-KHE
UPDATED REPORT #: 2

First American Title
Company of Napa

EXHIBIT A
LEGAL DESCRIPTION

The land referred to in this report is situated in the City of St. Helena, County of Napa, State of California, and is
described as follows:

COMMENCING at a point on the Southeastern line of Pope Street, distant thereon 126 feet and 7 inches
Northeasterly from the point of intersection thereof with the centerline of the main tract of the Southern Pacific
Railroad Company; running thence Northeasterly, along said line of Pope Street, 50 feet to the Southwestern line
of the lot of land heretofore conveyed to Emma R. Davis Mooney by Deed recorded February 25, 1889, in Book
45 of Deeds at page 73, said Napa County Records; thence Southeasterly along the Southwestern line of lot
conveyed to Mooney, 150 feet, more or less, to the middle of Sulphur Springs Creek; thence up the middle of said
creek, in a southwesterly direction, 50 feet, more or less, to the intersection thereof with a line drawn
Southeastetly through the point of commencement and parallel with the Southwestern line of said lot conveyed to
Mooney above referred to; thence Northwesterly, along last mentioned line, 180 feet more or less, to the point of
commencement.

APN: 009-090-003
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Attachment F
i f AMEg o
< o ORDER NO: 00099889-KHE
UPDATED REPORT #: 2
First American Title
Company of Napa

AT THE DATE HEREOF, EXCEPTIONS TO COVERAGE IN ADDITION TO THE PRINTED EXCEPTIONS
AND EXCLUSIONS IN SAID POLICY FORM WOULD BE AS FOLLOWS:

1. The lien of supplemental taxes, if any, assessed pursuant to Chapter 3.5 commencing with Section 75 of the
California Revenue and Taxation Code,

2. Any easement for water course over that portion of said land lying within Sulphur Springs Creek, together
with any rights, interests and easements in favor of the public which exist, or are claimed to exist, over any
portion of said land covered by water.

3. The terms and provisions contained in the document entitled "Declaration of Substandard Building and
Possible Demolition Proceedings” recorded September 2, 1993 as Series Number 1993-0027946 of Official
Records.

4, A deed of trust to secure an original indebtedness of $100,000.00 recorded November 10, 2014 as Series
MNumber 2014-0023422 of Official Records.

Dated : Qctober 28, 2014

Trustor : Calistoga Affordable Housing, Inc., a California Non-Profit Benefit
Corporation

Trustee :  First American Title Company

Beneficiary :  First Community Bank

Loan No. : 0001 802035 04

5. Rights of parties in possession.
6. Prior to the issuance of any policy of title insurance, the Company will require:

With respect to CALISTOGA AFFORDABLE HOUSING, a California Non-Profit Benefit corporation:

a. A certificate of good standing of recent date issued by the Secretary of State of the corporation's state of
domicile.

b. A certified copy of a resolution of the Board of Directors authorizing the contemplated transaction and
designating which corporate officers shall have the power to execute on behalf of the corporation.

¢. Other requirements which the Company may impose following its review of the material required herein
and other information which the Company may require.

-END OF EXCEPTIONS-

Page 4 of 12

Page 94 of 287



Agenda Item #4.1.

Attachment F

LV -
First American Title
Company of Napa
Information Notes:
a. The following taxes are shown for proration purposes only:

General and special taxes and assessments for the fiscal year 2016-2017.

First Installment 1 $27.58 PAID
Second Installment : $27.58 PAID
Tax Rate Area 3002

A. P. No, : 009-090-003

b. The Assessor’s Parcel Number(s}, if any, contained in the legal description herein, are for quick identification

purposes only, and are not a part of the actual legal descriptions.

c. Any statement regarding the acreage of the herein described land contained within the legal description in this
report is derived from the public record and is for recorded deed purposes only. The Policy of Title Insurance
contemplated by this report provides no insurance with respect to acreage and no acreage statement will

appear within the legal description of such policy.

d. The County Recorder may charge an additional $20.00 recording fee, if not provided with a “Preliminary
Change of Ownership Report” Form, for each Deed to be recorded. The purchaser is responsible for

completing and signing this form.

e. Before an escrow can close, or funds placed in a Savings Account, the Seller must furnish a Taxpayer
Identification Number to us so that we can file an IRS Form 10995 or its equivalent, with the Internal

Revenue Service. This procedure is required by Section 6045 of the Internal Revenue Code.

f. The policy to be issued may contain an arbitration clause. When the Amount of Insurance is less than the
certain dollar amount set forth in any applicable arbitration clause, all arbitrable matters shall be arbitrated at
the option of either the Company of the Insured as the exclusive remedy of the parties. If you desire to review
the terms of the policy, including any arbitration clause that may be included, contact the office that issued
this Commitment or Report to obtain a sample of the policy jacket for the policy that is to be issued in

connection with your transaction.

Lenders Supplemental Report:

g. This report contemplates the issuance of a Lender’s Policy of Title Insurance. We have no knowledge of any
fact that would preclude the issuance of CLTA Form 100 Endorsement and a CLTA Form 116 Endorsement

in conjunction with said policy.

h. Said CLTA Form 116 Endorsement will indicate that there is located on the land a Commercial Building,

commonly known as: 1105 Pope Street St. Helena, CA 94574

i. According to the public records, there has been no conveyance of the land within a period of two years prior

to the date of this report, except as follows:
NONE

esn
exn
11/08/2016
Becky Vargas/bv
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Attachment F

ORDER NOC: 60099889-KHE
UPDATED REPORT #: 2

First American Title
Company of Napa

WARNING:

The map attached, if any, may or may not be a survey of the land depicted hereon. First American disclaims any
liability for loss or damage which may result from reliance on this map except to the extent coverage for such loss
or damage is expressly provided by the terms and provisions of the title insurance policy, if any, to which this
map is attached.

CLICK HERE FOR MAP

Included are the documents that you (or someone on your behalf) requested. As required
by Section 12956.1(b) of the Government Code, please take note of the following:

If this document contains any restriction based on race,
color, religion, sex, sexual orientation, familial status,
marital status, disability, national origin, source of
income as defined in subdivision (p) of Section 12955, or
ancestry, that restriction violates state and federal fair
housing laws and is void, and may be removed pursuant
to Section 12956.2 of the Government Code. Lawful
restriction under state and federal law on the age of
occupants in senior housing or housing for older
persons shall not be construed as restrictions based on
familial status.

If this cover page is a copy which has been sent by facsimile, e-mail or other form of

electronic transmission, please note that in the original of this page the above notice is
printed in 18-point boldface type.

Restrictions indicating a preference, limitation or discrimination based on race, color,
religion, sex, handicap, familial status, or national origin are hereby deleted to the extent
such restrictions violate 42 U.S.C. §3604(c).

Page 6 of 12
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Attachment F

ORDER NO: 00099889-KHE
UPDATED REPORT #: 2

First American Title
Company of Napa

PRIVACY POLICY

We are Committed to Safeguarding Customer Information

In order to better serve your needs now and in the future, we may ask you to provide us with certain information. We
understand that you may be concerned about what we will do with such information — particulatly any personal or financial
information, We agree that you have a right to know how we will utilize the personal information you provide to us.
Therefore, together with our parent company, The First American Corporation, we have adopted this Privacy Policy to
govern the use and handling of your personat information.

Applicability

This Privacy Pelicy governs our use of the information which you provide to us. 1t does not govern the manner in which we
may use information we have obtained from any other source, such as information cbtained from a public record of from
another person on entity. First American has also adopted guidelines that govern our use of personal information regardless
of its source. First American calls these guidelines its Fair Information Values, a copy of which can be found on our website
at www. firstam.com.

Type of Information
Depending upon which of our services you are utilizing, the types of nonpublic personal information that we may collect
include:

s Information we receive from you on applications, forms and in other communications to us, whether in writing, in
person, by telephone or any other means;

» Information about your transactions with us, our affiliated companies, or others; and

» Information we receive from a consumer reporting agency.

Use of Information

We request information from you for our own legitimate business purposes and not for the benefit of any nonaffiliated party.
Therefore, we will not release your information to nonaffiliated parties except: (1) as necessary for us to provide the product
or service you have requested for us, or (2) as permitted by law. We may, however, store such information indefinitely,
including the period after which any customer relationship has ceased. Such information may be used for any intemal, such
as quality control efforts or customer analysis. We may also provide all of the types of nonpublic personal information listed
above to one or more of our affiliated compenies. Such affiliated companies include financial service providers, such as title
insurers, property and casualty insurers, and trust and investment advisory companies, or companies involved in real estate
services, such as appraisal companies, home warranty companies, and escrow companies. Furthermore, we may also provide
all the information we collect, as described above, to companies that perform marketing services on our behalf, on behalf of
our affiliated companies, or to other financial institutions with whom we or our affilialed companies have joint marketing
agreements.

Former Customers
Even if you are no longer our customer, our Privacy Policy will continue to apply to you.

Confidentiality and Security

We will use our best efforts to ensure that no unauthorized parties have access to any of your information. We restrict access
to nonpublic personal information about you to those individuals and entities who need 1o know that information to provide
products or services to you. We will use our best efforts to train and oversee our employees and agents to ensure that your
information will be handled responsibly and in accordance with this Privacy Policy and First American’s Fair Information
Vaives. We currently maintain physical, electronic, and procedural safeguards that comply with federal regulations to guard
your nonpublic personal information.
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Escrow No.: 00099889-002-KHE

ATTACHMENT ONE (Revised 06-03-11)

CALIFORNIA LAND TITLE ASSOCIATION
STANDARD COVERAGE POLICY -19%0

EXCLUSIONS FROM COVERAGE

The following matters are expressly excluded from the coverage of this policy and the Company will not pay loss or damage, costs, attorneys' fees or

cxpenses which arise by reason of:

1. () Any law, ordinance or governmental regulation (including but not fimited to building or zoning laws, ordinances, or regulations) restricting,
regulnting, prohibiting or relating (i) the occupancy, use, or enjoyment of the land; (ii) the character, dimensions or location of any
improvement now or hereafier etected on the land; (jii} a separation in ownership or a change in the dimensions or area of the land or any
pareel of which the land is or was a part; or (iv) environmental protection, or the effect of eny violation of these laws, ordinances or
governmental regulations, except to the extent that a notice of the enforcement thereof ot a notice of a delect, lien, or encumbrance
resulting from a violation or alleged violation afTecting the land hes been recorded in the public records at Date of Policy.

(b) Any governmenial police power not excluded by (a) above, except to the extent that a notice of the exercise thereof ot notice of a defect,
lien or encumbrance resulting from a violation or alleged violation affecting the land has been recorded in the public records at Date of
Policy.

2. Rights of eminent domain unless notice of the exercise thereof has been recorded in the public records at Date of Policy, but not excluding from
coverage any toking which has occurred prior to Date of Policy which would be binding on the rights of a purchaser for value without
knowledge.

3. Defects, liens, encumbrances, adverse claims or other matters:

(a) whether or not recorded in the public records at Date of Policy, but created, suffered, assumed or agreed to by the insured claimant;

(b) not known to the Company, not recorded in the public records at Date of Policy, but known to the insured claimant and not disclosed in
writing to the Company by the insured claimant prior to the date the insured claimant became an insured under this policy;

(c) resulting in no loss or damage to the insured claimant;

(d) autaching or created subsequent to Date of Policy; or

(e) resulting in loss or damage which would not have been sustained if the insured claimant had paid value for the insured morigage or for the
estale or interest insured by this policy.

4. Unenforceability of the lien of the insured mortgage because of the inability or failure of the insured at Date of Policy, or the inability or failure
of any subsequent owner of the indebtedness, lo comply with the epplicable doing business laws of the state in which the land is situated.

5. lavalidity or unenforceability of the lien of the insured mortgage, or claim thereof, which arises out of the transaction evidenced by the insured
mortgage and is bused upon usury or any consumer credit prolection or truth in lending law.

6. Any claim, which arises out of the transaction vesting in the insured the estate of intcrest insured by this policy or the transaction cresting the
inkerest of the insured fender, by reason of the operation of federal bankrupicy, state insolvency or similar creditors’ rights laws.

EXCEPTIONS FROM COVERAGE - SCHEDULE B, PART 1

This policy does not insure against loss or damage (and the Company will not pay costs, attorneys' fees or expenses) which arise by reason of:

I.  Taxes or assessments which are not shown as existing liens by the records of any taxing authority that levies taxes or assessments on real
property or by the public records.
Proceedings by a public agency which may result in taxes or assessments, or nolices of such proceedings, whether or not shown by the records
of such egency or by the public records.

2. Any facts, rights, interests, or claims which are not shown by the public records but which could be asceriained by an inspection of the land or
which may be asserted by persons in passession thereof.

3. Easements, liens or encumbrances, or claims thereof, not shown by the public records.

4, Discrepancies, conflicts in boundary lines, shortage in area, encroachments, or any other facts which a correct survey would disclose, and which
are not shown by the public records.

5. (a) Unpatented mining claims; (b) reservations or exceptions in patents or in Acts authorizing the issuance thereof; (c) water rights, claims or
title to water, whether or not the matters excepted under (1), {b) or (c) are shown by the publie records.

6. Any lien or right 10 a lien for services, labor or matcrial not shown by the public records.

CLTA HOMEOWNER'S POLICY OF TITLE INSURANCE (02-03-10)
ALTA HOMEOWNER'S POLICY OF TITLE INSURANCE

EXCLUSIONS

In addition to the Exceptions in Schedule B, You are not insured against loss, costs, attorneys' fees, und expenses resulting from:
I.  Governmental police power, and the existence or violation of those portiens of any law or government regulation concerning:
building;

zoning;

land use;

improvements on the Land;

land division; and

. cnvironmental protection.

his Exclusion does not limit the coverage described in Covered Risk 8.2., 14, 15, 16, 18, 19, 20, 23 or 27.

Smp R0 oe
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2. The failure of Your existing structures, or any part of them, 10 be constructed in accordance with applicable building codes, This Exclusion does
not limit the coverage described in Covered Risk 14 or 15,

3. The right to take the Land by condemning it. This Exclusion does not limit the coverage described in Covered Risk 17.
4. Risks:
a. that are created, allowed, or agreed to by You, whether or not they are recorded in the Public Records;
b. that arc Known to You at the Policy Date, but not to Us, unless they are recorded in the Public Records at the Policy Date;
¢.  that result in no loss to You; or
d. that first occur after the Policy Date - this does not limit the coverage described in Covered Risk 7, 8.¢., 25, 26, 27 or 28,
5. Failure to poy value for Your Title.

6. Lack ofa right:
2. to any land outside the arca specifically described and referred to in paragraph 3 of Schedule A; and
b. instreets, alleys, or waterways that touch the Land.
This Exclusion does not limit the coverage described in Covered Risk 11 or 21,
7. The transfer of the Title to You is invalid as a preferential transfer or as a fraudulent transfer or conveyance under federal bankrupicy, state
insolvency, or similar creditors’ rights laws.

LIMITATIONS ON COVERED RISKS

Your insurance for the following Covered Risks is limited on the Owner’s Coverage Statement as lollows:
¢ For Covered Risk 16, 18, 19, and 21 Your Deductible Amount and Our Maximum Dollar Limit of Liability shown in Schedule A.
The deductible amounts and maximum dollar limits shown on Schedule A are as follows:

Our Maximum
Dollar Limit of
Your Deductible Amount Liability
Covered Risk 1.00% of Policy Amount Shown in Schedule A $10,000.00
16: or
$2,500.00
(whichever is less)
Covered Risk 1.00% of Policy Amount Shown in Schedule A $25,000.00
18: or
$5,000.00
(whichever is less)
Covered Risk 1.00% of Policy Amount Shown in Schedule A $25,000.00
19: or
$5,000.00
(whichever is less)
Covered Risk 1.00% of Policy Amount Shown in Schedule A $5000.00
21: or
$2,500.00

(whichever is less)

AMERICAN LAND TITLE ASSOCIATION
RESIDENTIAL TITLE INSURANCE POLICY (6-1-87)

EXCLUSIONS

In addition to the Exceptions in Schedule B, you are not insured against loss, costs, attorncys' fees, and expenses resulting from:

1. Governmental police power, and the existence or violation of any law or government regulation. This includes building and zoning ordinances
and also laws and regulations concerning:

* land usc

* improvements on the land

* land division

* environmental protection

This exclusion does not apply o violations or the enforcement of these matiers which appear in the public records at Policy Date.

This exclusion does not limit the zoning coverage described in lems 12 and 13 of Covered Title Risks.

2. The right to take the land by condemning it, unless:

* a notice of exercising the right appears in the public records

* on the Policy Date

* the taking happened prior to the Policy Date and is binding on you if you bought the land without knowing of the teking

3. Title Risks:

¢ that arc created, allowed, or agreed to by you

* that are known to you, but not to us, on the Policy Date — unless they appeared in the public records

* that result in no loss to you

* that first affect your title afier the Policy Date — this does not limit the labor and material lien coverage in ltem 8 of Covered Title Risks

4. Tailure to pay value for your litle.

5. Lack ofaright:

* to any land outside the arca specifically described and referred to in Item 3 of Schedule A
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OR
* in streets, alleys, or waterways that touch your land
This exclusion does not limit the access coverage in ltem 5 of Covered Title Risks.

2006 ALTA LOAN POLICY (06-17-06)
EXCLUSIONS FROM COVERAGE

The following matters are expressly excluded from the coverage of this policy, and the Company will not pay loss or damage, costs, attoneys' fees,

or expenses that arise by reason oft

I. {a) Any law, ordinance, permii, or governmental regulation (including those relating to building and zoning) restricting, regulating,
prohibiting, or relating to
(i} the occupancy, use, or enjoyment of the Land;

(ii) the character, dimensions, or location of any improvement erected on the Land;

(iii) the subdivision of lend; or

(iv) environmental protection;

or the effect of any violation of these laws, ordinances, or governmental regulations. This Exclusion 1(a) does not modify or limit the
coverage provided under Covered Risk 5.

(b) Any governmental police power. This Exclusion 1(b) does not modify or limit the coverage provided under Covered Risk 6.

Rights of eminent domain. This Exclusion does not modify or limit the coverage provided under Covered Risk 7 or 8.

Defects, liens, encumbrances, adverse claims, or other matters

(a) created, suffercd, assumed, or agreed to by the Insured Claimant;

(b} not Known to the Company, not recorded in the Public Records at Date of Policy, but Known to the Insured Claimant end not disclosed in
writing (o the Company by the Insured Claimant prior to the date the Insured Claimant became an Insured under this policy;

(c) resulting in no loss or damage to the Insured Claimant:

(d} attaching or created subsequent to Date of Policy (however, this does not modify or limit the coverage provided under Covered Risk 11, 13
or 14); or

(¢) resulting in loss or damage that would not have been sustained if the Insured Claimant had paid value for the Insured Mortgage.

4. Unenforceability of the lien of the Insurcd Morigage because of the inability or failure of an lnsured to comply with applicable doing business
laws of the state where the Land is situated.

5. Invalidity or unenforceability in whole or in part of the lien of the Insured Mortgage that ariscs out of the transaction evidenced by the Insured
Morigage and is based upon usury or any consumer credit protection or truth-in-lending law.

6. Any claim, by reason of the operation of federal bankruptcy, state insolvency, or similar creditors’ rights laws, that the transaction creating the
lien of the Insured Mortgage, is
(a) a fraudulent conveyance or fraudulent transfer, or
(b) a preferential transfer for any reason not stated in Covered Risk 13(b) of this policy.

7. Any lien on the Title for real estate taxes or assessments imposed by governmental authority and created or attaching between Date of Policy
and the date of recording of the Insured Mortgage in the Public Records. This Exclusion docs not medify or limit the coverage provided under
Covered Risk 11(b).

The above pelicy form may be issued to afford cither Standard Coverage or Extended Coverage. In addition to the above Exclusions from Coverage,

the Exceptions from Coverage in a Standard Coverage policy wili also include the following Exceptions from Coverage:

EXCEPTIONS FROM COVERAGE

Lol o

This policy does not insure against loss or damage (and the Company will not pay costs, atiorneys’ fees or expenses) that arise by reason of:

1. (a) Taxes or assessments that are not shown as existing liens by the records of any taxing authority that levies taxes or assessments on real
property or by the Public Records; (b) proceedings by a public agency that may result in taxes or assessments, or notices of such proceedings,
whether or not shown by the records of such agency or by the Public Records.

2. Any facts, rights, interests, or claims (hat are not shown by the Public Records but that could be ascertained by an inspection of the Land or that
may be asserted by persons in possession of the Land.

3. Easements, licns or encumbrances, or claims thereof, not shown by the Public Records.

4. Any cncroachment, encumbrance, violation, variation, or adverse circumstance affecting the Title that would be disclosed by an accurate and
complete land survey ol the Land and not shown by the Public Records.

5. {a) Unpatented mining claims; (b) reservations or exceptions in patents or in Acts authorizing the issuance thereof; (c) water rights, claims or
title to water, whether or not the matters excepted under (a), (b), or {c) are shown by the Public Records.

6. Any lien or right to a lien for services, labor or material not shown by the Public Records,

2006 ALTA OWNER'S POLICY (06-17-06)
EXCLUSIONS FROM COVERAGE

The following matters are expressly excluded from the coverage of this policy, and the Company will not pay loss or damuge, costs, attorneys' fees,
or expenses that arise by reason oft
l. (a) Any law, ordinance, permit, or governmental regulation (including those relating to building and zoning) restricting. regulating,
prohibiting, or relating to
(i) the occupency, use, or enjoyment of the Land;
(ii) the character, dimensions, or location of any improvement crected on the Land;
{iii} the subdivision of land; or
{iv) environmentsa! protection;
Page 10 0f' 12
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or the effect of any violation of these laws, ordinances, or governmental regulations. This Exclusion 1(a) does not modify or limit the
coverage provided under Covered Risk 5.

(b) Any governmental police power. This Exclusion 1(b) docs not modify or limit the coverage provided under Covered Risk 6.

Rights of eminent domain. This Exclusion does not modify or limit the coverage provided under Covered Risk 7 or 8.

Defects, liens, encumbrances, adverse claims, or other matters

{8) created, suffered, assumed, or agreed to by the Insured Claimant;

(b) not Known to the Company, not recorded in the Public Records at Date of Policy, but Known to the Insured Claimant and not disclosed in
writing to the Company by the Insured Claimant prior to the date the Insured Claimant became an Insured undet this policy;

(c) resulting in no loss or damage to the Insured Claimant;

(d) attaching or created subsequent to Date of Policy (however, this does not modify or limit the coverage provided under Covered Risk 9 and
10y or

{e) resulting in loss or damage that would not have been sustained if the Insured Claimant had paid value for the Title.

4. Any claim, by reason of the operation of federal bankruptcy, state insolvency, or similar creditors’ rights laws, that the transaction vesting the
Title as shown in Schedule A, is
(a) a fraudulent conveyance or fraudulent transfer; or
(b) apreferential transfer for any reason not stated in Covered Risk ¢ of this policy.

5. Any lien on the Title for real estate taxes or assessments imposed by governmental authority and created or attaching between Date of Policy
and the date of recording of the deed or other instrument of transfer in the Public Records that vests Title as shown in Schedule A.

The ebove policy form may be issued to afford either Standard Coverage or Extended Coverage. In addition to the above Exclusions from Coverage,

the Exceptions from Coverage in a Standard Coverage policy will also include the following Exceptions from Coverage:

EXCEPTIONS FROM COVERAGE

This policy does not insure against loss or damage (and the Company will not pay costs, nitorneys’ fees or expenses) that arise by reason of:

I. (@) Taxes or assessments that are not shown as existing liens by the records of any taxing authority that levies taxes or assessments on real
property or by the Public Records; (b) proceedings by a public agency that may result in taxes or assessments, or notices of such proceedings,
whether or not shown by the records of such agency or by the Public Records.

2. Any facts, rights, interests, or claims that arc not shown in the Public Records but that could be ascertained by an inspection of the Land or that
may be asserted by persons in possession of the Land.

3. Easements, liens or encumbrances, or claims thereof, not shown by the Public Records.

4. Any encroachment, encumbrance, violation, variation, or adverse circumstance affecting the Title that would be disclosed by an accurate and
complete land survey of the Land and that are not shown by the Public Records.

5. (a) Unpatented mining claims; (b) reservations or exceptions in patents or in Acts authorizing the issuance thereof; (c) water rights, claims or
title to water, whether or not the matters excepted under (a), {b), or (c) are shown by the Public Records.

6.  Any lien or right to a lien for services, labor or material not shown by the Public Records.

-

ALTA EXPANDED COVERAGE RESIDENTIAL LOAN POLICY (07-26-10)
EXCLUSIONS FROM COVERAGE

The following matters arc expressly excluded from the coverage of this policy and the Company will not pay loss or damage, costs, attorneys” fecs or
expenses which arise by reason of:
1. (8) Any law, ordinance, permit, or governmental regulation (inciuding those relating to building and zoning) restricting, regulating,
prohibiting, or relating to
(i) the occupancy, use, or enjoyment of the Land;
(i) the character, dimensions, or focation of any improvement erected on the Land;
(iii) the subdivision of land; or
(iv) cnvironmental protection;
or the effect of any violation of these laws, ordinances, or governmental regulations. This Exclusion 1(a) does not modify or limit the
coverage provided under Covered Risk 3, 6, 13(c), 13(d), 14 or 16.
{b) Any governmental police power. This Exclusion 1{b) does not modify or limit the coverage provided under Covered Risk 5, 6, 13(c),13(d),
14 or 16.
2. Rights of cminent domain. This Exclusion docs not modify or limit the coverage provided under Covered Risk 7 or 8.
3. Defects, liens, encumbrances, adverse claims, or other matters
{(z) created, suffered, assumed, or agreed to by the Insured Claimant;
{b) not Known to the Company, not recorded in the Public Records at Date of Policy, but Known to the Insured Claimant and not disclosed in
writing to the Company by the Insured Claimant prier to the date the Insured Claimant became an Insured under this policy;
(¢) resulting in no loss or damage to the Insured Claimant;
(d) attaching or created subsequent to Date of Policy (however, this does not modify or limit the coverage provided under Covered Risk 11, 16,
17, 18, 19, 20, 21, 22, 23, 24, 27 or 28); or
(e} resulting in loss or damage that would not have been sustained if the lnsured Cluimant had paid value for the Insured Mortgage.
4. Unenforceability of the lien of the Insured Mortgage becausc of the inability or failure of an Insured to comply with applicable doing business
laws of the stale where the Land is situated.
5. Invalidity or unenforceability in whole or in part of the lien of the Insured Mortgage that arises out of the transaction evidenced by the Insured
Morigage and is bascd upon usury, or any consumer credit protection ot truth-in-lending law. This Exclusion does not modify or limit the
coverage provided in Covered Risk 26.
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6.  Any claim of invalidity, unenforceability or lack of priority of the lien of the Insured Mortgage as to Advances or modifications made afler the
Insured has Knowledge that the vestee shown in Schedule A is no longer the owner of the estate or interest covered by this policy. This
Exclusion does not modify or limit the coverage provided in Covered Risk 11.

7. Any lien on the Title for real estate taxes or assessments imposed by governmental authority and created or attaching subsequent to Date of
Policy. This Exclusion does not modify or limit the coverage provided in Covered Risk 11(b) or 25.

8. The failure of the residential structure, or any portion of it, 1o have been constructed before, on or after Date of Policy in accordance with
applicable building codes. This Exclusion does not modify or limit the coverage provided in Covered Risk 5 or 6.

9. Any claim, by reason of the operation of federul bankruptey, state insolvency, ot similar creditors” rights laws, that the transaction creating the
lien of the Insured Mortgage, is
(a) a fraudulent conveyance or fraudulent transfer, or
(b) a preferential transfer for any reason not stated in Covered Risk 27(b) of this policy.
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AUG 292013

CITY OF ST.HELENATY OF ST. HELENA, STATE OF CALIFORNIA
DESIGN REVIEW, USE PERMIT AND DEMOLITION PERMIT NO. 2013-26

GRANTED TO 1105 POPE STREET
PROPERTY OWNER: Calistoga AfTordablc | lousing APN: 009-050-003

Recitals

I. Applicant Calistoga Affordable Housing submitted applications for Design Review, Use
Permit and Demolition Permit approval to remove an cxisting, dilapidated 3,100 sq. fi.
single-family residence and replace it with a new 3-story 6,780 sq. fl. multi-family afforduble
housing project (the “Project”). Pursuant to Municipal Code scctions 17.08.030 and
17.40.030, the Planning Director determined that the propascd Project is similar to the other
conditionally permitted uses in the MR Zoning District. The Project proposes six (6) 2-
bedroom units and two (2) 3-bedroom units. The project site is a 9.525 sq. fi. parcel located
at 1105 Pope Strect. In addition, the Applicant has requested a density bonus and certain
additional development concessions and incentives in accordance with State Density Bonus
Law (Government Code section 65915) as implemented by Chapler 17.144 of the Municipal
Code.

2. 'The Planning Cominission of the City of St. Helena, Statc of California, held duly noticed public
hearings on July 16, 2013, and August 20, 2013. Evidence, both wrilten and oral, including staff
reports and supporting documentation, was prescnted at said hearings.

Resolution

The Planning Commission of the City of St. llelena. State of California. hereby conlirms the
determination of similar usc, approves the Design Review. Use Permit and Demolition Permit
applications, and grants the requested density bonus and development concessions and incentives on
the following basis:

A. The Planning Commission hereby finds that this Project is exempt from the requirements of
CEQA pursuant to Section 15301 of the CEQA Guidelines (14 Cal. Code Regs. § 15000 er.
seq.), Class | which exempts demolition of one single family residence and accessory
structures. The new construction is exempt pursuant to Section 15332 of the CLEQA
Guidelines, Class 32 which exempts infill devclopment, Morcover, the proposed Project
replaces the existing single-family usc on the sitc that had previously been converted 1o four
units with a more compatible, better designed usc that integrates more scamlessly with
ncarby development. Public comments raised some concerns regarding potential project
impacts associated with increased traffic, water and sewer usage, and on-streel parking
demand. Sta(T has reviewed these comments and studied the Project. and based on its review,
the Planning Commission finds that these concerns are unfounded. As conditioned, the
Project will provide sufficient on-sitc parking to cnsure that the Project will not have a
significant adversc impact on the adjacent neighborhood. ‘I'raffic gencration associated with
the Project is consistent with existing and anticipated uses in the neighborhood, and the
existing infrastructure is adequate 1o accommodate the additional trafic associated with the
Project. Finally, the water use report submitied by the applicant demonstrates that Project’s
water use will not exceed pre-project use due to the fact that the previous usc of the parcel as

201325 1105 Poga Sireet
Use Permyt, Deign Reviow & Demokiion Permil

Resolution
August 20 2011
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an illegal 4-unit residence. The proposed replacement structure will be buill with water
efficient fixtures and appliances resulting in 510 net increase over bascline use. and the City
has sufficient water supplics to meet the Project’s cxpected waler usage demands. Further,
General Plan Policy HEL.D gives the Project, which includes 8 alfordable housing units
priority access to water and scwer resources over other new projects should the capacity of
the local water or sewer systems become inadequate to meet the full demand Jor new
connections. Thus, there is no substantial evidence to suggest that the Project will have
significant adverse impacts on the cnvironment, and the Planning Commission finds tha
reliance on the Class 32 categorical cxemption for infill development is appropriate under
CEQA. Additionally, the Planning Commission linds, based on the foregoing cvidence. that
approval of the Project is also exempt from the requirements of C QA because it can be seen
with certainty that construction of the Project has no potential to cause significant cliects on
the environment and, therefore, the Project is exempt from CLQA pursuant to CIEQA
Guidelines Section 15061(b)(3).

B. Pursuant to Section 17.164.050.E of the Municipal Code, the Planning Commission makes
the following findings to support a motion to approve a Demolition Permit:

1. Thai, based on the public record and lestimony presented al a public hearing, the
building is determined not 1o be a significant architectural or historical building.

2. That the demolition does not elininate elements that are required to maintain the
essential character of the neighborhood,

C. Pursuant to Sections 17.080.030 and 17.40.030 of the Municipal Code. the Planning
Commission makes the following findings to support the determination that the Project is similar
to the uses permitted with a use permit in the Medium Density Restdential (MR) District:

1. The Project site is zoned Medium Density Residential (MR} The permitted uses in the VIR
Zoning District are governed by Chapter 17.40 of the Municipal Code. Pursiant 1o Municipal
Code Section 17.40.010, residential densities in the MR zoning district "shall mot be less than
5.1 dwelling units per acre nor more than sixteen (16) chvelling units per acre.” The MR
district regulations list uses that may be approved by a nse permit. The list inclides “new
aftached duplex or triplex units . . . | comparible with the design and archiecinre of the
neighborhood and consistent with the density and Soor area ratio of the distriet,” and
“residentiol condomtinium and townhouse chvelling projects subject 1o the provisions of
Chapter 17.112, provided that the density and development standardy of the MR district sholl
be observed.” Section 17.40.030(L) further provides that “lofther similar uses found
consistent with the General Plan and MR district pursuant to Chapier 17.08."

2. The proposed Project is an 8-unit residential complex similar in character 10 o residentiol
condominium and townhouse dwelling project. The architectural design and physical layout of
the Project is consistent with the layout and design one would anticipate for o residentiol
condominitim or townhouse project of comparable size. The project design has been skidlfulh
crafled io preserve the development character of the immediate areq, while alfowing a miv of
housing types that make for a more sustainable neighborhood and commumnity.  Aforeover, for
the reasons more fully discussed below, the proposed Project is consistent with both the
General Plan and the MR District and udvances several important General Plon policies.

2013 26 1105 Pope Street

Use Permit, Design Review & Demalition Permyt
Resolution
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The mix of uses in the immediate area make the proposed Praject compatible with surrounding
uses and consistent with the policies in the General Plan articulaied in the August 20, 2013
staff report for the Project. The Project proposes u density that exceeds the maxinum normally
permitted under the MR District regulations, However, 100 percent of the Project will he
affordable housing, and the applicant has requesied and is entitled 10 a density honuy and
certain additional concessions and incentives more particularly deseribed in Section D below,
Under State Density Bonus Law, the City must exclude such density bonuses when determining
whether a particular project is consistent with applicable density regulations. Further, the
density bonus here aciuatly provides an additional buffer between the heavier business and
professional uses a1 1127 Pope Street and the existing duplex and multiplex uses fo the east of
the Project site, Specifically, the higher densily proposed by the Project serves av a tronsition
Jrom the multi-story office siructure to the west (1127 Pape Street) and provides both a visual
and physical buffer between the office use and the commercial uses farther to the west and the
duplex at 1103 Pope Street and the fowrplex at 1046 Pope Street to the east of the Project
Contintiing further to the east down Pope Street, the lots are actually zened for gh-censin:
residential and are developed with comparable mlti-family honsing. The proposed Project
introduces higher density development in an arca where @t is appropriate - adjucent (o
commercial uses along Main Streel, as encouraged by General Plan [ Yoficy 11£:2.1. The higher
density housing introduced by the Project is located near the cenier of town close 1o reereation
and necessary services (such as dining, shopping, and transit), as vequired by Land Use Palicy
2.6.16, and helps the City accommadate its share of the regional housing neds for affordable
housing while providing the future residents of the project with easy aceess to recreation,
transit, and other services.

Based on the foregoing, the Planning Commission confirms the determination of the Plaming
Director that the proposed Project is similar to the other conditionally permitted uses in the
MR Zoning District pursuant to Municipal Code Section 17.40.030.

The Planning Commission mukes the following Usc Permit findings. Section 17.168.050. (o
support the motion to approve the Use Permiit:

That the proposed use would not be in conflict with the C ity's General Plan.,

That the proposed use would not be infurious to public health, safety, or welfare

That the proposed use would be compatible with surrownding land nses end would not
conflict with the purpose established for the district within which it would be located,

That allowing the proposed use would not conflict with the City's goal of mainaining the
economic viability of a local serving economy.

That granting the use permit would not set a precedent for the approval of similar nyes
whose incremental effect would be detrimental o the City or would he in conflict with the
General Plan,

That the proposed use would not make excessive demands on the provision of pihlic services
including water supply, sewer capacity, energy supply, communication facilities. police
prolection, and fire protection,

Thal the proposed use would not generate odors, fimes, dust, light, glare, radiation or refuse
that would be injurious fo surrounding uses or to the contmity.

Thal the proposed use would not generate levels of noise that adversely affect the health,
safety, or welfare of neighboring properties or uses.

2013-26 1105 Pope Sirort

Usa Permit, Dasign Rewow & Demokbion Permit
Resolution

August 20 2011

Page 105 of 287



Agenda Item #4.1.

Attachment G

9. That the proposed use would noi generate wraffic noise in evcess of the "normally
uacceptable” range identified in the General Plan.

10. That the proposed use would provide adequare ingress and egress to and fion the proposed
location,

!1. Thai, as demonstrated on a detaifed plan submitied by the applicant, adegnate off-street
parking to accommodate the long term parking needs of emplovees and business owners ancd
customers is available.

12. That the capacily of surrounding streets is adequaie (o serve the automobile and delivery
truck traffic generated by the proposed use.

In making the foregoing findings regarding the use permit, the Planning Commission specifically
relied on the following facts and findings:

The General Plan designates the subject property as Medium Density Residential. This district
provides for single-family detached homes, duplexes and triplexes, residential condominium or
lownhouse dwelling projects, accessory dwelling units, limited agricultura! uses and compatible
uses. The Project proposes an 8-unit residential development with a density of 36 units per acre
which exceeds the maximum density generally permitted under the Medium Density Residential
designation. However, goals, policics and implementing actions outlined in the Land Use and
Housing Elements of the General Plan allow for an increase in praject densily through density
bonuses to facilitate the development of affordable housing. More importantly, State Density
Bonus Law (Government Code scction 65915), as implemented by Municipal Code Chapter
17.144, expressly provides for both mandatory and discretionary density bonuses thut permit the
Project’s density to cxceed the otherwise allowable maximum density,

Additionally, Chapter 17.144 of the St Helena Municipal Codc outlines specific concessions or
incentives available to housing projects affordable to lower income, very low income. and
moderate income households. In order to obtain the maximum mandutory density bonus. a
deveioper need only propose that 20 percent of a project be affordable to low-income houscholds
or 11 percent be affordable to very-low income households. Here, the applicant has proposed
that 100 percent of the Project be affordable, with 60 pereent reserved for low and very-low
income houscholds and 40 percent be reserved for moderate income houscholds. Thus, the
Project qualifies for the maximum mandatory density bonus of 35 percent, In addition. as
discussed hereinafier, the Project has requested an additional discretionary bonus which the
Planning Commission finds is both warranted and consistent with the applicable provisions of
the General Plan and Municipal Codc.

The August 20, 2013 staf¥ report on the Project identified and discussed 14 scparate land use and
housing clement policies that the Project advances. The mix of uses in the immediate areq
make the proposed Project compatible with surrounding uses and consistent with these
policies for the reasons discussed more fully in the stal’ report. Specilically, the higher
density proposed by the Project scrves as a transition lrom the multi-story office structure to
the west and provides both a visual and physical buffer between the commercial uses to the
west and the multiplex uses to the cast, Continuing down Pape Street, the Tots further o the
cast are aclually zoned for high-density residentiol and are de eloped with comparable mulii-
family housing. The Project introduces higher density development i an arca where it s
appropriate—adjacent to commercial uses along Main Sirect. as encour.s ged by General Plan

2013-26 1105 Pope Stroe!

Use Permit Design Review & Demollion Pormit
Rasoiution

August 20, 2013

Page 106 of 287



Agenda Item #4.1.

Attachment G

Policy HE2.1. The higher density housing introduced by the Project is located ncar the center
of town close to recreation and services, as required by Land Usc Policy 2.6.16. and helps the
City accommodate its share of the regional housing needs for affordable housing while
providing the future residents of the project with casy aceess to recreation. transit. and other
services. In addition, the project design has been skillfully crafed 1o preserve the
development character of the immediate area. while a mix of housing 1y pes that make tor a
more sustainable neighborhood and community.

A member of the public raised concerns that the proposed Project does not conform to Medium
Density designation because of the numerous “variances™ from the Municipal Code and the
higher proposed density. The question is not whether the squarc footage of the proposcd
development matches the specific density cnvisioned for various uses, bul whether the Project is
compatible with, and does not frustrate, the General Plan's goals and policics. The courts have
stated “[b]atance docs not require equivalence, but rather a weighing of pros and cons 10 achicve
an acceptable mix.” (Friends of Lagoon Valley v. City of Vacaville, (2007) 154 Cal.App.4th 807,
822.) The “variances™ the commenter referred to are the development concessions the applicant
is entitled to apply for under State Density Bonus Law, as implemented by Municipal Code
Chapter 17.144, As discussed in depth, below, Government Code Section 65915 requires the
City to accommodate bonus units by waiving or modifying zoning standards, These concessions
do not canstitute “variances” in the normal sense, and, thercfore, it is not necessary for the City
to make variance findings to approve a modification or waiver under Government Code scction
65915(e). These concessions are cxpressly intended to cncourage developers to construct
affordable housing.

Under State Density Bonus Law, the City must cxclude such density bonuscs when determining
whether a particular project is consistent with applicable density regulations of the General Plan.
Moreover, the density bonus here aclually provides an additional bufler between the heavier
business and professional uses along Main Strect and the more residential uses along Pope
Strect, For the foregoing reasons, the Planning Commission finds that the Project is compatible
with and would not frustrate the policies of the General Plan. Nor would the Prajeet be injurious
to public health, safety, or welfarc, The Project introduces badly nceded affordable housing in a
design that is compatible with and blends wel with cxisting development in the project arca.

Government Cade scction 65915 entitles owners of residential projects thal include specilicd
levels of affordable housing to apply for and reccive certain density bonuscs. In addition, Scction
63915 requires the City to grant such applicants a certain number of additional concessions or
incentives that contribute significantly to the cconomic feasibility of lower income housing.
Chapter 17.144 of the Municipal Code outlines specific concessions or incentives available to
housing projects affordable to lower income, very low income, moderate income, scnior
households, and for condominium and planned development prajects.

Chapter 17.144 provides the lollowing pertinent definitions:

Concession or incentive: means and includes, but is not limited 10, modification of zoning code
requirements such as reduictions in lot size, frontage requirements. setbacks, yards, parking, or
open space or fencing requirements; height increases; a modification of architectural design
requirements.
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Density borus: means a density increase of at least hventy percent (20%) unless a Jesser
Ppercenlage is elected by the developer, over the otherwise maximum allowable vesidential
density for the site under the applicable zoning district and land use element of the general plan.
The amount of the density bonus 1o which the applicant is entitled shall vary according to the
amount by which the percentage of affordable housing units exceeds the percenfage extablivhed
in Section 17.144.030. For each one percent increase above ten pereent (10%) in the pereentage
of units affordable to lower income households, the density honus shall be increased by 1.3
perceni up lo a maximum of thirty-five percent (35%). For each one percent increase above Jive
percent in the percentage of units affordable to very low income households, the density bonuys
shall be increased by 2.5 percent up 10 a maximum of thirty-six percent (36%). All density
calculations resulting in fractional units shall be rouncled up to the next whole number.

In accordance with State Density Bonus Law and Chapter 17.144, the City must grant a density
bonus when a developer applies 1o reserve at least ien percent (10%) of'its development for low
income households, or five pereent (5%) lor very low income houscholds. (See Gov, Code §
65915(b)}( 1 )(A)-(B) and SIIMC § 17.144.030(A).) lurther. il'an applicunt proposes a qualifying
project, it must be granted any additional requested concessions wfess the C ity makes certain
limited findings. To deny a particular concession or incentive required by the applicunt, the City
must adopt findings (supported by substantial cvidence in the record) that the particular
concession or incentive is not needed to achicve afordability or would threaten public health
and safety or a historic structure, or would otherwisc be contrary 10 state or federal law, (See
Gov. Code § 65915(d)(1).) In addition, Government Code scction 65589.5 further limits the
City’s ability to deny affordable housing projects certain very narrow findings which are very
difficult to support.

The purpose of the density bonus law is to encourage and provide incentives to developers Lo
include low- and moderate-income housing units in their developments. Pursuant 1o Government
Code scction 65915 and Section 17.144.030(A) of the Municipal Code. an applicant may request
a density bonus and other concessions or incentives for a residential or residential mixed-use
project of five or more units that satisfy one or more of the following criteria:

- At least ten percent (10%) of toial units are designated for lovver income households;
- Al least five percent of the total units are designated for very low income households:

- For a condominium projcct or planned development project only, ut least ten percent (10%) of
total ynits are designated for moderate income honseholdly.

The density bonus provided under the statute increases with the percentage and Lype of low-
income housing units to be built, with the bonus ranging from a low of' 5 percent Lo a maximum
of 35 percent. In order to obtain the maximum mandatory density bonus. a developer need only
propose that that 20 percent of' a project be affordable to low-income houscholds, 11 percent be
affordable to very-low income houscholds, or 40 percent affordable to moderate-income
houscholds.

Here, the applicant has proposed that 100 percent of the Project be alfordable—with 40 percent
reserved for moderate-income households and 60 percent rescrved for low and very-low income
households. The amount reserved for cach income level is suficient, by itself; to qualify for the
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maximum density bonus, Thus, the City must grant the applicant at least a mandatory density
bonus of 35 percent.

Under the MR designation the Project would normally be limited to a density of no more than 16
units per acre. For the project site, this would translate to 3.5 market ratc units. The Project
proposes & units, requiring a bonus ol an additional 4 unis, Granting the applicant the masimum
mandatory density bonus of 35 percent would permit a density of 21.6 units per acre. This would
permit development of 4.72 units on the project site (which gets rounded up to 5 pursuant to
State Density Bonus Law).

In addition to the mandatory density bonus described above, State Density Bonus Law also
provides discretionary density bonuses. Government Code scction 6591 5(n) provides:

“If permitted by local ordinance, nothing in this section shall be construcd to prohibit a iy,
county, or city and county from granting a density bonus greater than swhat is described in this
section for a development that meets the requirements of thix section or from granting a
proportionately lower density bonus than what is required by this section for developments that
do not meet the requirements of this section. "

Chapter 17.144 permits the Cily to grant the additional discretionary density  bonuscs
contemplated by Stalc Law. Specifically, Chapler 17.144 defines “concession™ as “u
modification of zoning code requirements.” As previously discussed. the purpose of the density
bonus law is 1o encourage the development of affordable housing units. Accordingly, when an
applicant secks a density bonus for a housing development that ingludes the required percenlage
of affordable housing, the mandatory provisions of Government Cade section 63915 require that
the City not only grant the density bonus, but provide additional incentives or concessions w here
needed based on the percentage of low-income housing units. Here, the applicant is proposing a
project that will be 100 percent affordable, including 60 percent (or 5 units) that will be reserved
exclusively for low and very-low income houscholds. To make the project cconomically
feasible, the applicant is requesting an additional three (3) bonuses bonus units based on its
commitment to restrict the rents within the affordability index for lower income houscholds for
sixty percent (60%) of the units, For the rcasons discussed more fully below in the analysis of
the requested concessions and other substantial evidence in the record, the requested
discretionary bonus is necessary to make the Project cconomically feasible. The additional bonus
units are requircd because to project lacks any market-rate housing or commercial component to
offsct the costs of constructing, opcrating, and maintaining 8 afTordable units on a long-term
basis.

In addition 1o density bonuses, thc Planning Commission makes the following findings with
respect 1o the requested concessions:

Concession 1 - Increase in Maxintnn Floor Area (14 R): The maximum floor area for the 9,525
5q. fi. parcel is 3,000 sq. fl. The Project proposcs u Moor arca of 6.780 sg. fi. The Projeet will
aliow for devclopment of afTordable residential units less than one block from Main Strect and St
Helena’s downtown core. Government Code section 65915(c) and Municipal Code section
17.144060 allow an applicant to request waivers or modifications ol development standards in
order to conslruct a project propesed under State Density Bonus Law. Further. the law requires
the City to waive development standards i these standards would preclude construction ol
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density bonus units in & particular proposed project. Substantial evidence in the record
demonstrates that the total of 4 density bonus unils is required to make the project, which
proposes that all eight (8) units would be restricted 1o below market rate rents, cconomically
feasible. The density bonus wnits cannot be accommodated within the otherwise maximum
allowable residential building envclope of the MR Zoning District, which allows a maximum
FAR of only 3,000 square fect for the project site, and therefore the MR Zoning District 'AR
standards must be modified to allow a greater FAR for the project. The standard mechanistn for
effecting such a modification to the applicable development standards is to apply for a varfance
However, it is not necessary for the City to make variance findings to approve a modilication or
waiver under Government Code scction 65915(¢), because Section 65915 requires the City 1o
accommodate bonus units by waiving or modifying soning standards.

Concession 2 - Increase in Maxinnun Allowable Height: The maximum height allowable in the
MR district is 30°. The praject proposes & height of 367, The proposed structure, whilc above the
aliowed maximum height, is not inconsistent with other existing commercial and residential
building heights in the immediate project vicinity. For the reasons discussed under Concession
1, the additional height is necessary to make the proposed project affordable and 10
accommodate the 8 affordable units,

Concession 3 - Setbacks/Yards: The Project proposcs the lollowing reduced setbacks:

- Front: [1° (20’ required)
- West side: 10" (15” required)
- East side: 5’ (15" required)

The Project is adjacent to a commercial/office building (o the west and single-lamily, mulu-
family and commercial uses to the cast. All adjucent/nearby uscs are legat non-conforming in
regards to sctback requirements. The project went through a series of drafis the version presented
providcs the best combination of scparation between adjacent parcels, arcas lor open
spacc/landscaping, a rcasonable building height and livable foor plans. For the reasons
discussed under Concessions 1 and 2, above, the reduced set backs are necessary 1o make the
proposed project affordable and to accommodate the 8 affordable units and smenitics they
provide lawer income houscholds.

Concession 4 - Parking Reduction: The Project requircs two (2) on-site parking spaces per unit
or a total of 16 on-site parking spaces. The project provides a total of 8 covercd on-site parking
spaces. The applicant is requesting that the parking requircment be reduced to one (1) on-site
parking space per unit. The applicant states that the central location of the project and proximity
to downtown should mitigate the need for additional parking, The project site is located less than
a block from the heart of downtown and has casy waiking access to grocery shopping. dining.
transit, recreation, and other necessary amcnitics. More importantly, Government Code section
65915(p) expressly requires the City to grant parking concessions il requested by the applicant
While a suggestion was made that additional on-silc parking be provided in tandem spaces 1o
ensure that the project provides sufTicient off-strect parking for its future residents and minimizes
any potential impact to on-streel parking, the Planning Commission finds that such a design is
undesirable because it would climinate the children's play arca planned for the project site 1o the
detriment of the future residents of the Project. Morcover, the Planning Commission finds that
the central location of the project and proximity to cssential services downtown will reduce
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polential residents’ reliznce on vehicles, and thereby mitigate any potential impact to on-strect
parking. Further, the Planning Commission is requiring the applicant to include a restrictien in
the rental agreement for all 8 units that prohibits residents from having more than one vehicle per
unit. The Planning Commission finds that the requested parking concession is necessary to make
the project cconomically feasible. As conditioned by this Resoluiton. the Planning Commission
finds that the Project will provide sufficicnt on-sitc parking to ensure that the Project will not
have a significant adverse impact on the adjacent neighborhood.

Concession 5 - Three Additional Bonus Units: The project requests an additional density bonus
of 3 units in order to make the project cconomically feasible. As alrcady noted, the project
applicant is proposing a project that will be 100 percent affordable. including 60 pereent (or 5
units) that will be reserved exclusively for low and very-low income houscholds. 1o make the
project economically feasible, the applicant is requesling an additional three (3) bonuses bonug
units based on its commitment to restrict the rents within the alTordability index for lower
income houschalds for sixty percent (60%) of the units. Chapter 17.144 permits the City to grant
the additional discretionary density bonuses as a “concession.” which is defined as “a
madification of zoning code requirements.” The additional bonus units are required because to
project lucks any market-ratc housing or commercial componeni lo offset the costs of
constructing, operating, and maintaining 8 affordable units on a tong-term basis.  Substantial
evidence in the record demonstrates that the total of 4 density bonus units is required o make the
project, which proposes that all cight (8) units would be restricied to below markel rate rents,
economically feasible. Anything less than the 8 units proposed would have the effect of
precluding construction of the affordable development.

The entire aim of Section 65915 is to provide incentives to developers to construct housing for
seniors and low-income families, It would undermine this policy to interpret the mandatory
bonus provisions as imposing an absolute cap, since such a rule would prevent developers from
negotiating to obtain a higher density bonus in exchange for including even more low -income or
senior housing than s provided for in Scction 65915, Thus, the Planning Commissien linds that
the Municipal Code and State Density Bonus Law provide the authority for the City to grant
discretional density bonus concession in addition o the mandatory density bonus discussed
above. In making this determination, the Planning Commission is cognizant of the decisions in
Wollmer v. City of Berkeley, (2009)179 Cal.App.4th 933, and Friends af Lagoon Falley v. Cipy
of Vacaville, (2007) 154 Cal.App.4th 807, both of which upheld the grant of discrctionary
density bonuses in addition to mandatory maximum density bonuses. and finds that the Planning
Commission’s decision embodicd by this Resolution is consistent with both the City's Municipal
Code requirements governing density bonuscs and development in the MR District as well as the
decisions in Wollmer and Friends of Lagoon Valley.

. The Planning Commission dctcrmincs the project is in compliance with the lollowing Design

Review criteria of Municipal Code Scction i7.164.030.

1. To promote those qualities in the environment which bring value tv the community.

2. To foster the atiractiveness/ functional wtility aof the community as a place to live & work,

3. To preserve the character & quality of our heritage by maintaining the integrity of those
areas which have a discernible characier or are of special historic significance.

4. To protect certain public investments in the area.
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5. To encourage where appropriate, a mix of uses within permissible use zones
6. To raise the level of community expeciations for the quality of its envirormment

The following design criteria werc considered by the Planning Commission in review of this
application:

1. Consistency and compatibility with applicable elements of the gencral plan,

2. Compatibility of design with the immediate environment of the site;

3. Relationship of the design to the site;

4. Determination that the design is compatible in areas considered b y the board as having a

unified design or historical characler;

- Whether the design promotes harmonious transition in scale and character in areas

between different designated land use;

Compatibility with future construction both on and off the site;

Whether the architectural design of structures and their materials and colors are

appropriale fo the finction of the project;

8. Whether the planning and siting of the various functions and buildings on the site credte
an internal sense of order and provide a desirable emvironment Jor vccupants, visitars
and the general comnnmity;

9. Whether the amount and arrangement of open space amd landscaping are appropriate 1o
the design and the function of the structures;

10. Whether sufficient ancillary functions are provided ro support the imain functions of the
project and whether they are compatible with the project s design concep,

11. Whether access to the property and circulation systems are safe and convenient for
pedesirians, eyelists and vehicles;

12. Whether natural features are appropriately preserved and integrated with the project;

13. Whether the materials, textures, colors and details aof construction are an appropriafe
expression of its design concept and function and whether they are compatible with the
adjacent and neighboring structure and functions:

14. In areas considered by the board as having a unified design character or historical
character, whether the design is compatible with such character:

15. Whether the landscape design concept for the site, as shown by the relationship of plant
masses, open space, scale, plant forms and foliage textures and colors ereate a desivable
and functional environment and whether the landscape concept depicts an appropriare
unity with the various buildings on the site;

16. Whether plant material is suitable and adaptable 1o the site, capable of being properly
maintained on the site, and is of a variety which is suitable 10 the climate of 8t Hefena:

7. Whether sustainability and climate protection are promoted through the use of green
building practices such as appropriate site/architeciural design, use of green building
materials, energy efficient systems and water efficient landscape menerials.

Ln

N

The Planning Commission approves the Design Review. Use Permit and Demolition Permit for the
above-described project with the following conditions of approval. [he project shall be in
conformance with all city ordinances, rules, regulations and policies in clfect at the time of issuance
of a building permit. The conditions noted below arc particularly pertinent to this permit and shall
not be construed to permit violation of other laws and policics not so listed
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1. The permits shall be vested within onc (1) year from the date of final action. A building permit
for the use allowed under this approval shall have been obuined within one (1} year from the
effective date of this action or the approval shall expire, provided however that the approval may
be extended for up to two (2) onc-year periods pursuant to the Municipal Code, Section
17.08.130, Extension of Permits and Approvals, Any request for an extension of this approval
shall be justified in writing and received by the Planning Department at least thirty (30) duys
prior to expiration,

2. These approvals are valid for this usc only. New permits must be applicd for upon any change in
use. Thesc permits will expire if the usc is discontinued pursuant to Municipal Code Section
17.08.120, Term of Permits and Approvals.

3. The approvals shall not become effective until fourtcen (14) calendar days afier approval.
providing thal the action is not appealed by the City Council or any other interested party within
that 14-day period.

4. All required fees, including planning fees, development impact fees, residential in-licu housing
fees, building fees, toilet retrofit fees, and St. Helena Unified School District fecs shall be paid
prior to issuance of a building permit. Fecs shall be thosc in effect at the time of the issuance of
the building permit.

5. The applicant shall defend and indemnify and hold the City. its agents, oficers. and employees
harmless of any claim, action or proceedings to attack, sct aside. void or annul an approval so
long as the City promptly notifics the applicant of any such claim, action, or proccedings and the
City cooperates fully in the defcnse of the action or proceedings.

6. Provided they are in general compliance with this approval, minor modifications may be
approved by the Planning Director.

7. Pursuant to Municipal Code Scction 17.08.1 10, this permit shall run with the land and shall be
binding upon all partics having any right, title or interest in the real property or any part thereol.
their heirs, successors and assigns, and shall inure to their benefit and benelit of the City of S,
Helena,

8. The primary purpose of this review is for compliance with the General Plan and Zoning
Ordinance. The property owners or their designec shall be responsible for mecting with the
Building Official/Fire Inspector to review compliance with Building and Fire Codes. including
fire protection systems and any applicable accessibility standards of Title 24,

9. Construction shall be in compliance with plans submitted and reviewed by the Planning
Commission on August 20, 2013, except as modified hercin, The Planning Dircctor may also
authorize minor modifications to the plans.

10. Subject to the Affordable Housing conditions st forth below, the permits authorize a density
bonus enabling the project to increase the allowable density from 3.2 to 8 unils for this specific
parcel. This density bonus is consistent with the provisions outlined in section 17.144.030(A) of
the St Helena Municipal Code.

11. Subject to the Affordabic Housing conditions set forth below, the permits authorize concessions
to the maximum building area, building height, sctbacks and parking requirements in recognition
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that the project will be 100% affordable with at least 60% of the units affordable at the low and
very-low affordability ranges. These concessions are consisient with the provisions outlined in
section 17.144.050(B) of the St Helena Municipai Code.

. Exterior lighting shall be directed or shielded to prevent glarc onto the public roadway or

adjacent propertics.

- Property owners within the district shall recognize that there exists a right to farm propertics

within the district and in the vicinity of the district. There is a good faith expectation that no
complaints will eccur regarding legal, normal agricultural activitics on propertics in the district
or in the vicinity of the district. Such activitics may include day or night disbursemient ol
chemicals, and creation of dust, noise, or fumes.

- Prior to issuance ol a Building (Demolition) Permit the applicant shall contact the Bay Arca Air

Quality Management District to delermine if a job number (J#) is required for demolition. A
copy of the natification with the J# shall be submitted to the Building Department.

- To reduce disturbance of residents in the project vicinity, construction activitics which generale

noisc that can be heard at the property line of any parce! of real property within the City limits
shall be limited to 8:00 am. to 5:00 pm. Monday through Saturday. Delivery of
materials/equipment and cleaning and scrvicing of machines/cquipment shall be limited 1o 7:00
a.m. to 6:00 p.m. Exceptions to these time restrictions may be pranted by the Public Works
Director for one of the following reasons: (1) inclement weather affceting work, (2) emergency
work, or (3) other work, if work and cquipment will not create noisc that may be unrcusonably
offensive to neighbors as to constitule a nuisance. The City Engincer must be notilied and give
approval in advance of such work. No construction activitics shall oceur on Sunday s or lederal
or local holidays that generale noisc that can be heard at the property line of any parcel of real
property within the City limits.

- To reduce any potential impacts to on-strect parking, the applicant (or any successor in interest)

shall include a restriction, satisfactory in form to the City Attorney, in the rental agreements for
all 8 units limiting the number of vehicles per unit to one. This requirement shall also be set forth
in the regulatory agreement required by Affordable Housing Condition No. 3, below, which
shall be recorded against the property in accordance with the 1erms and conditions of' the Density
Bonus Agreement.

Affordable 1ousing Conditions

. Alfordable Units. Pursuant to Government Code Section 65913 and S1HMC Section 17.144 030,

and as a condilion prerequisite to finding the Project consistent with the General Plan. not less
than one hundred percent (100%) of all dwellings developed as part of the Project shall be made
affordable to persons and families of low and moderate income ("AlTordable Units™)., (The
terms “very low income,” “lower income” and “moderate income” are hercinafler collectively
referred to as “Target Households™), In exchange for the forcgoing commitment, the Project is
hereby granted a thirty-five percent (35%) density bonus, permitting the development of cight
dwelling units on the property. In compliance with this cond ition, the Project shall be developed
as follows:
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a. A total of eight Affordable Units, six units cach with a minimum of two bedrooms and two
units each with a minimum of three bedrooms, shall be developed in conjunction with the
Project.

b. Not less than sixty percent (60%) or five dwelling units shall be reserved for occupancy by.
and affordable to, persons and familics of very low and low income.

- Duration of Affordability, Except to the extent a longer period of time may be required by other
provisions of faw, all Affordable Units required shall remain affordable, and occupicd by, the
Target Households for the longest feasible time, but for not icss than the 30 ycars as required by
Govemnment Code Section 65915(C)(1) and SHMC Scction 17.144.040(13).

. Operative Terms. The determination of income, computation of affordable housing costs,
definition of Target Houscholds and all other operative terms bearing on the provision ol the
Affordable Units shall be governed by the provisions of the Government Code Section
65915(c)(1) and SHMC Section 17.144.040(D).

- Density Bonus Agreement. Prior to the issuance of building permits for the Project. the
Applicant shall cnter into a Density Bonus Agreement with the City in sccordance with the
provisions of Section 17.144.040(B) to cnsure the continued aifordability ol the AlTorduble
Units. The form and content of the Density Bonus Agreement shall be determined by the City
and, among things, address: (i) the size, type and location of Affordable Units to be constructed
on-site; (ii) affirmative marketing procedures and the City's right of first refusal to oceupy
AfTordable Unils with Target Houscholds of its choosing; (ifi) price and resale restrictions. with
the City's right to recapturc a share of equily for sales that occur prior to expiration ol the
affordability period; (iv) income verification, tenant screening, cligibility re-certification and
inspection procedures, with the Developer's oblipation to pay an annual moniloring fee lor the
term of required affordability; and (v) tenant relocation requirements, rights ol continuced
occupancy and tenant occupancy standards. The Afordable [{ousing Agrecement in pencral, the
Affordabic Units in particular, shall conform to be governed by SHMC Chapter [7.144,

. Covenants Running with the Land. Prior to the issuance of occupancy permits (or the A ffordable
Units, a regulatory agreement shall be exccuted and recorded against the property in accordance
with the terms and conditions of the Density Bonus Agreement. Said regulatory agreement shall
be superior to all other liens on the property, shall constitutc covenants and restrictions
implementing the affordability covenants sct forth in this Agreement. and shall run with the land.

- Incentives and Concessigns. In addition to the density bonus described above, the Applicant has
been granted the following development concessions and incentives to contribute to the
economic leasibility of the AfTordable Units;

8. An increase in the maximum floor area from 3,000 squarc fect to 6.780 square feet:

b. An increasc in the maximum allowable height in the MR district lrom thirty feet (30°) 1o
thirty-six feet (36");

¢. Reductions in the required setbacks us follows - minimum lront setback to be cleven feel
(11"), minimum west side setback to be ten feel (10°). 2nd minimum cast setback to be five
feet (5°); and

d. A reduction in the required on-site parking spaces from 16 on-site spaces o 8 on-site spaces.
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Public Works Conditions:

. Approval of this project shall be subject to the requirements of, and all improvements shall
be designed and constructed in accordance with, the most current version at the time ol
improvement plan submiual, Caltrans Standards and Specifications, the City of Municipal
Code, the St. Heicna Water and Sewer Standards, the St. Helena Street, Storm Drain and
Sidewalk Standards, and all current federal, state and counly codes puoverning such
improvements.

» For any improvements outside the exisling building cnvelope, a grading and drainage plan
shall be submitted for review and approval by the City Lngineer prior to the issuance of a
building permit. If the praject entails more than 50 cubic yards of soil disturbance, 10,000
square feet of disturbance area, o cut or fill of 3 fect or more, installation of a pool or
alteration of any drainage pattern, a grading permit shall be required. The grading and
drainage plan shall detail the floodway and flood zonc limits.

. The existing 6” retaining wall along the Sulphur Creck top of bunk shall be analyzcd by a
licensed professional for safety, stability and scour prior to issuance of a building or gruding
permit.

- No added drainage from new hardscapc or rool improvements shall be allowed 1o leave the
site; improvement plans and calculations shall show how increased drainage from the 2-3y car
and 10-ycar cvents will be designed to cvapotranspire/infiltrate/harvest and  biotreat
stormwatcr onsitc and at the property lines. Pre-developed 2-year cvents shall be treated
prior to relcasc and thosc flows, along with 100-ycar event overflows shall be direeted anay
from Sulphur Creck in to an cxisting storm drain or gutler through City  standard
undersidewalk drains or piped directly 1o the storm drain. where applicable.  Any existing
pipes draining to the creck shall be removed/abandoned: il abandoned. shall be plugged per
City standards.

. The property falls within a FEMA flood vone and shall be subject to all applicable federal,
state and local regulations and ordinances for Mood zone and floodw ay development.

. Where a City water service exists, the applicant shall install an approved backflow device
behind the existing water meter prior to Certificate of Occupancy. Any new and modificd
existing water laterals, meters and backflow prevention devices shall be required and
constructed in accordance with the current requircments of the City of St. llelena’s Water
Standards and the California Department of Health Standards. lixisting meter boses located
within a driveway shall be retrofitted with # traffic-rated box or a new lateral shall be
installed out of the driveway. New laterals shall be located perpendicular to the water main
and outside any driveway/drive aislc.

- Where [irc sprinklers are required, applicant shall install an approprialely-sized water service
with appropriate backflow and meter devices prior to Certificate ol Occupancy. Fire system
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calculations shall be submitted with the Grading and Drainage Plan to verily fire service
lateral and meter sizing.

8. The applicant shall incorporate water conservation practices into the proposed project per the
Water Neutrality Analysis prepared by Albion Surveys, dated March 21, 2013, including
installing 1.28 gal toilets, 1.5 gpm faucets, low flow showers, 6.3 gal per cycle dishwasher
and 15 gallon per load clothes washer. Any and all non-conforming appliances and
plumbing fixtures shail be removed from the premiscs. No landscape irrigation is proposcd;
105 gpd of drip irrigation could be added to the project at a later date if all installed fixtures
maintain the low rates specified in the report. The water analysis shall be replicated on the
building plans prior to building permit approval.

9. The applicant shall conform to the City of St. Helenn Water and Sewer Standurds Scction 6-
2.10 which includes assessing the adequacy of the lateral, replacing il necessary and
installing any required cleanouts,

10. The applicant shall repair all public improvements that are damaged by the construction
process in accordance with the City Water/Sewer/Street/Storm Drain/Sidewalk Standards
prior to Certificate of Occupancy.

I'1. All frontages shall be required to install curb, gutter and sidewalk where there is none. Any
missing or broken curb, gutter and/or sidewalk along the project frontage shall be installed
and/or replaced per City specifications prior to Certificatc of Occupancy, extent to be
determined by the Public Works Department.

12. Existing strects being cut by new utility services will require edge grinding and an A.C,
overlay per City standards, cxtent to be determined by the Public Works Department

13. All driveway approaches shall be per current City and ADA standards. Where none exists.
aor where detcriorating or non-standard driveway approaches exist. they shall be installed or
replaced at the direction of the Public Works Dcepartment prior o Certificate of Occupancy.
The driveway approach for the access drive to the property shall be replaced in order o
conform to current ADA slandards.

14. Any existing driveway approach not dircctly connected to a driveway shall be replaced with
sidewalk/curb/gutter, as applicablc and as directed by the Public Works Department. prior to
Certificate of Occupancy,

15. An encroachment permit shall be required for any work performed in the public right of way,

I HEREBY CERTIFY that the forcgoing Design Review, Use Permit and Demolition Permit were
duly and regularly approved by the Planning Commission of the City of St. Iiclena of a regular
meeting of said Planning Commission held on August 20, 2013 by the following roll call vote:

AYES: Commissioner Kistner, Parker, Monette and Chairperson Heil
NOES:
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AFFORDABLE HOUSING LOAN AGREEMENT

by and between

THE CITY OF ST. HELENA

and

CALISTOGA AFFORDABLE HOUSING, INC.

(Turley Flats)

,» 2017
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THIS AFFORDABLE HOUSING LOAN AGREEMENT (this “Agreement’) is entered
into effective as of , 2017 (“Effective Date™) by and between the City of St.
Helena, a municipal corporation (*“City”) and California Affordable Housing, Inc., a California
nonprofit public benefit corporation (“Developer”). The City and the Developer are collectively
referred to herein as the “Parties.”

RECITALS

A, Developer owns the real property located at 1105 Pope Street in the City of St.
Helena, California, known as Napa County Assessor’s Parcel No. 009-090-003 and more
particularly described in Exhibit A attached hereto (the “Property™).

B. Developer intends to demolish the existing improvements on the Property and
develop, own and operate an affordable housing development on the Property consisting of eight
(8) apartments and related improvements (the “Project”).

C. Upon satisfaction of the conditions precedent set forth in this Agreement and
subject to the terms and conditions set forth herein, the City has agreed to provide a loan to
Developer to assist in financing the Project.

D. Concurrently with the execution of this Agreement, among other documents,
Developer will execute, and deliver to City, and as applicable, cause to be recorded in the
Official Records: a secured promissory note to evidence Developer’s obligation to repay the
loan City will provide for the Project, a deed of trust that will provide City with a security
interest in the Project and the Property, and an Affordable Housing Regulatory Agreement and
Declaration of Restrictive Covenants that will require Project rents to be affordable to low-
income households for a term of not less than fifty-five (55) years.

E. A material inducement to City to enter into this Agreement is the agreement by
Developer to develop the Project within the time periods specified herein and in accordance with
the provisions hereof, and the City would be unwilling to enter into this Agreement in the
absence of an enforceable commitment by Developer to take such actions and complete such
work in accordance with such provisions and within such time periods.

NOW, THEREFORE, in consideration of the mutual covenants contained herein and
good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged,
the Parties agree as follows.

ARTICLE I
DEFINITIONS; EXHIBITS
1.1 Definitions. The following terms shall have the meanings set forth in the Sections

referenced below whenever used in this Agreement and the Exhibits attached hereto. Additional
terms are defined in the Recitals and text of this Agreement.

OAK #482%-7354-8832 v5 2
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“Affordable Rent” is defined in the Regulatory Agreement.
“Applicable Laws” is defined in Section 5.15.

“Approved Partnership” is defined in Section 8.3.

“Area Median Income” is defined in the Regulatory Agreement.
“Certificate of Completion” is defined in Section 5.12.

“City’s Authorized Representative” means the City Manager of the City

of St. Helena or the Planning and Community Improvement Director of the City
of St. Helena.

“City” means the City of St. Helena, a municipal corporation.
“City Council” means the City Council of the City of St. Helena.

“City Documents” means collectively, this Agreement, the Note, the

Deed of Trust, and the Regulatory Agreement.

“City’s Permitted Exceptions” is defined in Section 3.4.
“Claims” is defined in Section 5.14.

“Closing Date” or “Close of Escrow” shall be the date that escrow closes

for the Loan..

OAK #4829-7354-8832 v5

“Conditions of Approval” is defined in Section 5.4.
“Construction Plans” is defined in Section 5.6.

“Deed of Trust” is defined in Section 3.4.

“Eligible Households” is defined in the Regulatory Agreement.
“Environmental Laws” is defined in Section 7.6.2.

“Escrow Agent” is defined in Section 3.1.

“Financing Plan is defined in Section 2.4.

“Force Majeure” is defined in Section 12.2.

“Hazardous Material” is defined in Section 7.6.1.
“Improvements” is defined in Section 2.3.

“Indemnitees” is defined in Section 5.14.
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“Lender’s Title Policy” is defined in Section 3.4.

“Loan” is defined in Section 4.1.

“Loan Proceeds” is defined in Section 4.1.

“Note” is defined in Section 3.4.

“Official Records” means the Official Records of Napa County.
“Partnership Agreement” is defined in Section 8.3.
“Project” is defined in Recital B.

“Property” is defined in Recital A.

“Regulatory Agreement” is defined in Section 3.4.
“Title Company” is defined in Section 3.1.
“Transfer” is defined in Section 8.2,

1.2 Exhibits. The following Exhibits are attached hereto and incorporated into this
Agreement by this reference:

Legal Description of the Property
Form of Promissory Note

Form of Deed of Trust

Form of Regulatory Agreement
Financing Plan

Form of Certificate of Completion

mmgQw»

ARTICLE II
REPRESENTATIONS; PROJECT SCOPE; FINANCING PLAN

2.1  Developer’s Representations. Developer represents and warrants to City as
follows, and Developer covenants that until the expiration or earlier termination of this
Agreement, upon learning of any fact or condition which would cause any of the warranties and
representations in this Section 2.1 not to be true, Developer shall immediately give written notice
of such fact or condition to City. Developer acknowledges that City shall rely upon Developer’s
representations made herein notwithstanding any investigation made by or on behalf of City.

(@)  Organization. Developer is a nonprofit public benefit corporation, duly organized
and in good standing under the laws of the State of California and tax-exempt under Section
501(c)(3) of the Internal Revenue Code of 1986, as amended.

QAK #4829-7354-8832 v5 4
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(b)  Authority of Developer. Developer has full power and authority to execute and
deliver this Agreement and all other documents or instruments executed and delivered by
Developer, or to be executed and delivered by Developer pursuant to, or in connection with, this
Agreement, and to perform and observe the terms and provisions of all of the foregoing.

(©) Authority of Persons Executing Documents. This Agreement and all other
documents or instruments executed and delivered by Developer, or to be executed and delivered
by Developer, pursuant to or in connection with to this Agreement, have been executed and
delivered, or will be executed and delivered, by persons who are duly authorized to execute and
deliver the same for and on behalf of Developer, and all actions required under Developer’s
organizational documents and applicable governing law for the authorization, execution, delivery
and performance of this Agreement and all other documents or instruments executed and
delivered by Developer, or to be executed and delivered by Developer, pursuant to or in
connection with this Agreement, have been duly taken or will have been duly taken (to the extent
such actions are required) as of the date of execution and delivery of such documents.

(d) Valid and Binding Agreements. This Agreement and all other documents or
instruments which have been executed and delivered by Developer or will be executed and
delivered by Developer pursuant to or in connection with this Agreement constitute or, if not yet
executed or delivered, will when so executed and delivered, constitute legal, valid and binding
obligations of Developer, enforceable in accordance with their respective terms, subject to laws
affecting creditors’ rights and principles of equity.

(e) No Breach of Law or Agreement. Neither the execution nor delivery of this
Agreement or any other documents or instruments executed and delivered by Developer, or to be
executed or delivered by Developer, pursuant to or in connection with this Agreement, nor the
performance of any provision, condition, covenant or other term hereof or thereof, will conflict
with or result in a breach of any statute, rule or regulation, or any judgment, decree or order of
any court, board, commission or agency binding on Developer, or any provision of the
organizational decuments of Developer, or will conflict with or constitute a breach of or a default
under any agreement to which Developer is a party, or will result in the creation or imposition of
any lien upon any assets or property of Developer, other than liens established pursuant hereto.

() Pending Proceedings. Developer is not in default under or in violation of any law
or regulation or under any order of any court, board, commission or agency whatsoever, and to
the current actual knowledge of Developer’s principals, there are no claims, actions, suits or
proceedings pending or threatened against or affecting Developer or the Property, at law or in
equity, before or by any court, board, commission or agency. Developer is not the subject of any
bankruptcy or insolvency proceeding, and no general assignment or general arrangement for the
benefit of creditors or the appointment of a trustee or receiver to take possession of all or
substantially all of Developer’s assets has been made..

2.2 Intentionally omitted

2.3 Project Scope. The Project will include the demolition of the existing
improvements and the construction of a multi-family residential development consisting of:
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eight (8) apartments and related improvements; all of the foregoing are collectively hereinafter
referred to as the “Improvements.”

24  Financing Plan. Developer shall submit to City for City's review and approval,
Developer’s plan for construction and permanent financing the Project (the “Financing Plan”).
The Financing Plan shall indicate all sources of funds necessary to pay, when due, the estimated
costs of the Project, including without limitation acquisition costs and hard and soft construction
costs, and shall be accompanied by evidence that all such funds have been firmly committed by
Developer, equity investors or lending institutions, subject only to commercially reasonable
conditions. The Financing Plan shall include development and operating pro formas which set
out in detail Developer’s plan for financing the costs of acquisition, construction and operation
of the Project. Developer’s submittal and City’s approval of the Financing Plan are conditions
to City’s obligation to fund the Loan.

2.5  Review and Modifications. City staff shall promptly review the proposed
Financing Plan, and acting through the City’s Authorized Representative, the City shall approve
such plan in writing within fifteen (15) business days following receipt provided that the plan
conforms to the requirements of this Section. If the City does not approve the Financing Plan,
the City shall set forth its objections in writing and notify Developer of the reasons for its
disapproval. If the City does not approve or provide written objections to Developer within such
fifteen (15) business day period, the Financing Plan shall be deemed rejected. Developer shall
thereafter submit a revised Financing Plan that addresses the reasons for disapproval, and the
City shall grant Developer a reasonable extension of the time deadlines set forth in this
Agreement as required to restructure the Financing Plan, subject to the outside time limit for
completion set forth in Section 5.1 below. When approved, the Financing Plan will be attached
to this Agreement as Exhibit E. Proposed modifications to the Financing Plan shall be
submitted to the City for review and approval. City staff shall promptly review such proposed
modifications, and acting through City’s Authorized Representative, the City shall approve such
modifications in writing within fifteen (15) business days following receipt provided that the
modifications conform to the requirements of this Agreement. If the City does not approve
proposed modifications, the City shall set forth its objections in writing and notify Developer of
the reasons for its disapproval. Developer shall thereafter submit a revised Financing Plan that
addresses the reasons for disapproval. If the City does not approve or provide written objections
to Developer within such fifteen (15) business day period, the proposed modifications shall be
deemed rejected.

ARTICLE IIT
ESCROW AND CLOSING

3.1  Escrow. City and Developer shall open escrow at the office of First American
Title Company located in St. Helena, California, or such other title company as the Parties may
agree upon (“Title Company” or “Escrow Agent”) in order to consummate the closing of
escrow for the transactions contemplated hereby.

3.2 Costs of Closing and Escrow. Developer shall pay all title insurance premiums
for policies Developer elects to purchase in connection with the acquisition of the Property and
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the financing of the Project. Developer shall pay, or cause to be paid, all recording fees, transfer
taxes, escrow fees and closing costs incurred in connection with the acquisition of the Property
and the financing of the Project. Developer shall pay for the cost of any lender’s policy of title
insurance that City elects to acquire in connection with the transactions contemplated hereby.
City and Developer shall provide Escrow Agent with a copy of this Agreement, which together
with such supplemental instructions as City or Developer may provide and which are consistent
with the intent of this Agreement or which are otherwise mutually agreed upon by City and
Developer, shall serve as escrow instructions for the Closing.

33  Closing. The Closing Date shall be a date that is mutually acceptable to the
Parties. Prior to the Close of Escrow, Developer shall deposit into escrow the City Documents to
which Developer is a party, executed and acknowledged as applicable, and Developet’s share of
closing costs. Provided that all conditions precedent to Close of Escrow have been satisfied or
waived, City shall deposit into escrow executed copies of the City Documents to which City is a
party, and shall deposit the Loan Proceeds into escrow. On the Closing Date the Escrow Agent
shall cause the Deed of Trust and the Regulatory Agreement to be recorded in the Official
Records.

34  City’s Conditions to Closing. City’s obligation to fund the Loan and disburse the
Loan Proceeds is conditioned upon the satisfaction of all of all of the requirements set forth in
each subsection of this Section 3.4 unless any such condition is waived in writing by City acting
in the discretion of City’s Authorized Representative.

(a) No Default. There shall exist no condition, event or act which would
constitute a material breach or default under this Agreement or any other City Document, or
which, upon the giving of notice or the passage of time, or both, would constitute such a material
breach or default.

(b)  Representations. All representations and warranties of Developer
contained herein or in any other City Document or certificate delivered in connection with the
transactions contemplated by this Agreement shall be true and correct in all material respects as
of the Close of Escrow.

(c) Due Authorization and Good Standing. Developer shall have delivered to
City each of the following: (a) a certified resolution indicating that Developer’s governing
board has authorized the transactions contemplated by this Agreement and that the persons
executing the City Documents on behalf of Developer have been duly authorized to do so; (b)
certified copies of Developer’s bylaws and articles of incorporation certified by the Secretary of
State/an officer of Developer, as applicable; (c) verification of Developer’s tax-exempt status;
and (d) a certificate of good standing, certified by the Secretary of State, indicating that
Developer is properly organized and authorized to do business in the State of California.

(d)  Intentionally omitted,

(e) Execution, Delivery and Recordation of Documents. Developer shall have
executed, acknowledged as applicable, and delivered to City this Agreement, and all other
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documents required in connection with the transactions contemplated hereby, including without
limitation a promissory note substantially in the form attached hereto as Exhibit B (the “Note™),
a deed of trust substantially in the form attached hereto as Exhibit C (the “Deed of Trust™), and
an Affordable Housing Regulatory Agreement and Declaration of Restrictive Covenants
substantially in the form attached hereto as Exhibit D (the “Regulatory Agreement”).
Concurrently with the Closing, the Deed of Trust and the Regulatory Agreement shall be
recorded in the Official Records.

6] Mechanics’ Liens. Developer’s delivery to City of evidence reasonably
satisfactory to City that there are no mechanics’ liens or stop notices related to the Property or
the Project, and Developer’s provision to City of full waivers or releases of lien clams if required
by City.

(g)  Lender’s Title Policy. The Title Company shall, upon payment of the
premium therefor, be committed to issue an ALTA Lender’s Policy of Title Insurance for the
benefit and protection of City (“Lender’s Title Policy”) in the amount of the Loan, insuring that
the lien of the Deed of Trust and the Regulatory Agreement are subject only to title exceptions
and such other defects, liens, conditions, encumbrances, restrictions, easements and exceptions
as City may reasonably approve in writing (collectively, “City’s Permitted Exceptions™),
showing title to the Property vested in Developer, and containing such endorsements as City may
reasonably require, with the cost of such Lender’s Title Policy to be paid by Developer.

(h)  Insurance:; Payment and Performance Bonds. Developer shall have
provided evidence satisfactory to City that Developer has obtained insurance coverage meeting

the requirements set forth in Article X1, and shall have provided to City copies of payment bonds
and performance bonds pursuant to Section 5.18.

(i) Financing Plan. City shall have approved the Financing Plan, including
without limitation, the construction and operating budgets for the Project.

G Evidence of Availability of Funds. Prior to the Closing Date, Developer
shall submit to the City copies of all loan documents for the financing sources identified in the
approved Financing Plan, together with evidence reasonably satisfactory to City that i) all
conditions to the release and expenditure of the initial draw of funds from each source described
in the approved Financing Plan as a source of construction financing for the Project have been
met and that such funds will be available, and (ii) all construction financing (including draws
subsequent to the initial draw of funds) will be available upon the satisfaction of the conditions
set forth in the construction loan documents. Developer shall have provided to City copies of
document related tc development and financing of the Project as City may reasonably request,
including without limitation, copies of loan documents.

(k)  Permits and Approvals; Cooperation. Developer shall have obtained all
entitlements, permits, licenses and approvals required for the construction and operation of the
Project, including without limitation, building permits and use permits or shall provide evidence
satisfactory to City that receipt of such permits and approvals is subject only to such conditions
as City may reasonably approve.
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M Payment of Fees. Developer shall have paid when due all customary and
reasonable fees and charges in connection with the processing of all applicable City permits and
approvals. Notwithstanding the foregoing, Loan Proceeds in an amount up to One Hundred
Fifty-Eight Thousand, Five Hundred Dollars ($158,500) may be used to pay City fees for the
Project.

(m)  Construction Plans, Budget and Schedule. City shall have approved the
construction budget and schedule for the Project, the Construction Plans and specifications for

the Project, and the construction contract. Developer shall have delivered an executed copy of
the approved construction contract to City.

(n)  Settlement Statement. City shall have received a settlement statement
showing closing costs, and all other amounts paid through escrow.

(0)  Requisition. Developer shall have submitted to City a written requisition
for disbursement of funds specifying the amount and use of the requested funds, accompanied by
copies of third-party invoices, evidence of Developer’s payment for services rendered in
connection with the work, and such other documentation as City may reasonably require.

3.5  Developer’s Conditions to Closing. Developer’s obligation to proceed with the
Closing is subject to the satisfaction or Developer’s waiver of the following conditions:

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

(b) Execution of Documents. City shall have executed and acknowledged the
Memorandum, the Regulatory Agreement, the Notice, and all other City Documents to which the
City is a party, and shall have delivered such documents into escrow; and

{c)  Owner’s Title Policy. The Title Company shall, upon payment of the
premium therefor, be ready to issue an Owner's Title Insurance Policy for the benefit and
protection of Developer ("Owner’s Title Policy") showing title to the Property vested in
Developer, subject only to Developer’s Permitted Exceptions and containing such endorsements
as Developer may reasonably require, with the cost of such Owner’s Title Policy to be paid by
Developer.

ARTICLE IV
CITY FINANCIAL ASSISTANCE

4.1  Loan and Note. In order to increase the affordability of the Project, City agrees
to provide a construction/permanent loan (the “Loan”) to Developer in the principal amount of
up to Seven Hundred Thousand Dollars ($700,000), upon the terms and conditions and for the
purposes set forth in this Agreement. The Loan shall be evidenced by the Note which shall be
dated as of the Closing Date and executed by Developer substantially in the form attached hereto
as Exhibit B. Provided that Developer has complied with all conditions precedent to
disbursement of the Loan set forth in Sections 3.4, the proceeds of the Loan (“Loan Proceeds”)
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shall be disbursed pursuant to approved draw requests as described in Section 3.4 (o) or, if
applicable, a settlement statement provided by the Escrow Agent and approved in writing by
City. The Parties agree that City shall disburse the Loan Proceeds only for the purpose of
funding Project development costs.

4.2 Interest Rate: Payment Dates; Cost Savings: Maturity Date. The principal
balance of the Note outstanding from time to time will bear interest at a rate equal to three

percent (3%) simple annual interest commencing upon the date of disbursement. Annual
payments shall be due and payable on a residual receipts basis in accordance with the formula set
forth in the Note commencing upon City’s issuance of a final certificate of occupancy or
equivalent for the Project. The entire outstanding principal balance of the Loan together with
accrued interest and all other sums due under the City Documents shall be payable in full on the
date which is the thirtieth (30") anniversary of the date of the Note (the “Maturity Date®) .

Notwithstanding the foregoing, the City shall have the right to accelerate the Maturity
Date and declare all sums payable under the Note immediately due and payable upon the
expiration of all applicable cure periods following the occurrence of an Event of Developer
Default.

4.3  Security. As security for repayment of the Note, Developer shall execute the
Deed of Trust in favor of City as beneficiary pursuant to which City shall be provided a lien
against the Property and the Improvements. The Deed of Trust shall be dated as of the Closing
Date, shall be substantially in the form attached hereto as Exhibit C , and shall be recorded in the
Official Records on the Closing Date. The Deed of Trust may be subordinated only to such liens
and encumbrances consisient with the approved Financing Plan as City shall approve in writing.

4.4 Prepayment; Acceleration.,

(2) Prepayment. Developer shall have the right to prepay the Loan at any
time and from time to time, without penalty or premium, provided that any prepayment of
principal must be accompanied by interest accrued but unpaid to the date of prepayment.
Prepayments shall be applied first to accrued but unpaid interest and then to principal. Any such
prepayment shall have no effect upon Developer’s obligations under the Regulatory Agreement
which shall survive for the full term of the Regulatory Agreement.

(b)  Due On Transfer or Encumbrance. Unless City agrees otherwise in
writing, the entire unpaid principal balance and all interest and other sums accrued under the
Note shall be due and payable upon the Transfer absent the prior written consent of City of all or
any part of or interest in the Property or the Project except as otherwise permitted pursuant to
this Agreement.

(©) Default. The City shall have the right to accelerate the Maturity Date and
declare all sums payable under the Note immediately due and payable upon the expiration of all
applicable cure periods following the occurrence of an Event of Developer Default.

4.5  Intentionally omitted.
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4.6 Intentionally omitted.

4.7  No Obligation to Disburse Proceeds Upon Default. Notwithstanding any other
provision of this Agreement, the City shall have no obligation to disburse or authorize the

disbursement of any portion of the Loan Proceeds following:

(i) the failure of any of Developer’s representations and warranties made in
this Agreement or in connection with the Loan to be true and correct in all material respects;

(ii)  the termination of this Agreement by mutual agreement of the Parties;

(iii)  the occurrence of an Event of Developer Default under any City
Document which remains uncured beyond any applicable cure period, or the existence of any
condition, event or act which upon the giving of notice or the passage of time or both would
constitute an Event of Developer Default under any City Document.

ARTICLEV
DEVELOPMENT OF THE PROPERTY

5.1  Development Schedule. Subject to Force Majeure, Developer shall commence
construction of the Project by not later than July 1, 2017, and shall diligently prosecute to
completion the construction of the Improvements to enable City to issue a final certificate of
occupancy within eighteen (18) months following commencement of construction, with
construction targeted to be completed by not later than December 31, 2018. Developer shall use
diligent and commercially reasonable efforts to perform Developer’s obligations under this
Agreement within the times periods set forth herein, and if no such time is provided, within a
reasonable time, designed to permit issuance of a final certificate of occupancy by the date
specified in this Section 5.1. Subject to Force Majeure and the City’s issuance of permits and
approvals, Developer’s failure to commence or complete construction of the Project in
accordance with the time periods specified in this Section 5.1 shall be an Event of Developer
Default hereunder.

5.2 Cost of Acquisition and Construction. Except as expressly set forth herein,
Developer shall be solely responsible for all direct and indirect costs and expenses incurred in
connection with the acquisition of the Property, including without limitation appraisal fees, title
reports and any environmental assessments Developer elects to undertake. Except as expressly
set forth herein, all costs of designing, developing and constructing the Project and compliance
with the Conditions of Approval, including without limitation all off-site and on-site
improvements required by City in connection therewith, shall be borne solely by Developer and
shall not be an obligation of the City.

5.3  Project Approvals. Developer acknowledges that execution of this Agreement by
City does not constitute City approval for the purpose of the issuance of building permits, does
not limit in any manner the discretion of City in such approval process, and does not relieve
Developer from the obligation to apply for and obtain from City and all other agencies with
jurisdiction over the Property, all necessary approvals, entitlements, and permits for the
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construction of the Project and development of the Property, including without limitation, the
approval of architectural plans, the issuance of any certificates regarding historic resources
required in connection with the development of the Property (if any) and the approval of the
Project in compliance with CEQA and if applicable, NEPA), nor does it limit in any manner the
discretion of the City or any other agency in the approval process. Developer shall pay when due
all customary and reasonable fees and charges in connection with the processing of all applicable
permits and approvals. Developer shall not commence construction work on the Project prior to
issuance of building permits required for such work. City staff shall work cooperatively with
Developer to assist in coordinating the expeditious processing and consideration of all permits,
entitlements and approvals necessary for the development and operation of the Project as
contemplated by this Agreement.

54  Design Review; Conditions of Approval. Developer shall submit a Project site
plan and design documents, including elevations and schematic drawings to City for review and
approval. Developer shall develop the Project in accordance with the terms and conditions of
this Agreement and in compliance with the approved site plan and design documents and the
terms and conditions of all approvals, entitlements and permits that the City or any other
governmental body or agency with jurisdiction over the Project or the Property has granted or
issued as of the date hereof or may hereafter grant or issue in connection with development of
the Project, including without limitation, all mitigation measures imposed in connection with
environmental review of the Project and all conditions of approval imposed in connection with
any entitlements, approvals or permits (all of the foregoing approvals, entitlements, permits,
mitigation measures and conditions of approval are hereafter collectively referred to as the
“Conditions of Approval”).

5.5  Fees. Developer shall be solely responsible for, and shall promptly pay when due,
all customary and usual fees and charges of City and all other agencies with jurisdiction over
development of the Property in connection with obtaining building permits and other approvals
for the Project, including without limitation, those related to the processing and consideration of
amendments, if any, to the current entitlements, any related approvals and permits,
environmental review, architectural review, historic review, and any subsequent approvals for
the Project.

5.6 Construction Plans. Developer shall submit to City’s Building Department
detailed construction plans for the Project (the “Construction Plans”), As used herein
“Construction Plans” means all construction documents upon which Developer and
Developer’s contractors shall rely in developing the Property and constructing the Project
(including the landscaping, parking, and common areas) and shall include, without limitation, the
site development plan, final architectural drawings, landscaping, exterior lighting and signage
plans and specifications, materials specifications, final elevations, and building plans and
specifications. The Construction Plans shall be based upon the scope of development set forth
herein and upon the approvals issued by the City for the Project, and shall not materially deviate
therefrom without the express written consent of City.

5.7 Construction Pursuant to Plans. Developer shall develop each component of the
Project in accordance with the approved Construction Plans, the Conditions of Approval, and all
other permits and approvals granted by the City pertaining to the Project. Developer shall
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comply with all directions, rules and regulations of any fire marshal, health officer, building
inspector or other officer of every governmental agency having jurisdiction over the Property or
the Project. Each element of the work shall proceed only after procurement of each permit,
license or other authorization that may be required for such element by any governmental agency
having jurisdiction. All design and construction work on the Project shall be performed by
licensed contractors, engineers or architects, as applicable.

5.8 Change in Construction Plans. If Developer desires to make any material change
in the approved Construction Plans, Developer shall submit the proposed change in writing to the
City for its written approval, which approval shall not be unreasonably withheld or delayed if the
Construction Plans, as modified by any proposed change, conform to the requirements of this
Agreement and any approvals issued by City after the Effective Date. Unless a proposed change
is approved by City within thirty (30) days, it shall be deemed rejected. If rejected, the
previously approved Construction Plans shall continue to remain in full force and effect. Any
change in the Construction Plans required in order to comply with applicable codes shall be
deemed approved, so long as such change does not substantially nor materially change the
architecture, design, function, use, or amenities of the Project as shown on the latest approved
Construction Plans. Nothing in this Section is intended to or shall be deemed to modify the
City’s standard plan review procedures.

5.9  Rights of Access. For the purpose of ensuring that the construction of the Project
is completed in compliance with this Agreement, Developer shall permit representatives of the
City to enter upon the Property following 24 hours written notice (except in the case of
emergency in which case such notice as may be practical under the circumstances shall be
provided).

5.10 City Disclaimer. Developer acknowledges that the City is under no obligation,
and the City neither undertakes nor assumes any responsibility or duty to Developer or to any
third party, to in any manner review, supervise, or inspect the progress of construction or the
operation of the Project. Developer and all third parties shall rely entirely upon its or their own
supervision and inspection in determining the quality and suitability of the materials and work,
the performance of architects, subcontractors, and material suppliers, and all other matters
relating to the construction and operation of the Project. Any review or inspection undertaken by
the City is solely for the purpose of determining whether Developer is properly discharging its
obligations under this Agreement, and shall not be relied upon by Developer or any third party as
a warranty or representation by the City as to the quality of the design or construction of the
Project or otherwise.

5.11 Defects in Plans. The City shall not be responsible to Developer or to any third
party for any defect in the Construction Plans or for any structural or other defect in any work
done pursuant to the Construction Plans. To the greatest extent allowed by law, Developer shall
indemnify, defend (with counsel approved by City) and hold harmless the Indemnitees from and
against all Claims arising out of, or relating to, or alleged to arise from or relate to defects in the
Construction Plans or defects in any work done pursuant to the Construction Plans whether or
not any insurance policies shall have been determined to be applicable to any such Claims.
Developer’s indemnification obligations set forth in this Section shall survive the expiration or
earlier termination of this Agreement and the recordation of a Certificate of Completion.
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Developer’s indemnification obligations pursuant to this Section shall not extend to Claims
arising solely from the gross negligence or willful misconduct of the Indemnitees, and are
subject to the additional terms set forth in Section 11.2 below.

5.12  Certificate of Completion for Project. Promptly after completion of construction
of the Project, City’s issuance of a final Certificate of Occupancy or equivalent for the Project,
and the written request of Developer, the City will provide a certificate substantially in the form
attached hereto as Exhibit F (“Certificate of Completion”) provided that at the time such
certificate is requested all applicable work has been completed. The Certificate of Completion
shall be conclusive evidence that Developer has satisfied its obligations regarding the
construction of the Project and development of the Property. At Developer’s option the
Certificate of Completion shall be recorded in the Official Records. The Certificate of
Completion shall not constitute evidence of compliance with or satisfaction of any obligation of
Developer to any holder of a deed of trust or mortgage securing money loaned to finance the
Project or any part thereof and shall not be deemed a notice of completion under the California
Civil Code, nor shall such Certificate provide evidence that Developer has satisfied any
obligation that survives the expiration of this Agreement.

5.13  Equal Opportunity. There shall be no discrimination on the basis of race, color,
religion, creed, sex, sexual orientation, marital status, ancestry or national origin in the hiring,
firing, promoting or demoting of any person engaged in construction work on the Property, and
Developer shall direct its contractors and subcontractors to refrain from discrimination on such
basis.

5.14 Prevailing Wage Requirements. If required by applicable federal and state law,
Developer and its contractors, subcontractors and agents shall comply with California Labor
Code Section 1720 ef seq. and the regulations adopted pursuant thereto (all of the foregoing,
“Prevailing Wage Laws"”), and shall be responsible for carrying out the requirements of such
provisions. If applicable, Developer shall submit to City a plan for monitoring payment of
prevailing wages and at Developer’s expense shall implement such plan and comply with all
applicable reporting and recordkeeping requirements.

To the greatest extent allowed by law, Developer shall indemnify, defend (with counsel
approved by City) and held the City and its elected and appointed officers, officials, employees,
agents, consultants, and contractors (all of the foregoing, collectively, the “Indemnitees™)
harmless from and against all liability, loss, cost, expense (including without limitation
attorneys’ fees and costs of litigation), claim, demand, action, suit, judicial or administrative
proceeding, penalty, deficiency, fine, order, and damage (all of the foregoing collectively
“Claims”) which direcily or indirectly, in whole or in part, are caused by, arise in connection
with, result from, relate to, or are atleged to be caused by, arise in connection with, or relate to,
the payment or requirement of payment of prevailing wages (including without limitation, all
claims that may be made by contractors, subcontractors or other third party claimants pursuant to
Labor Code Sections 1726 and 1781) or the requirement of competitive bidding in connection
with the Project, the failure to comply with any state or federal labor laws, regulations or
standards in connection with this Agreement, including but not limited to the Prevailing Wage
Laws, or any act or omission of Developer related to this Agreement with respect to the payment
or requirement of payment of prevailing wages or the requirement of competitive bidding,
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whether or not any insurance policies shall have been determined to be applicable to any such
Claims. The provisions of this Section 5.14 shall survive the expiration or earlier termination of
this Agreement and the issuance of a Certificate of Completion for the Project. Developer’s
indemnification obligations set forth in this Section shall not apply to Claims arising solely from
the gross negligence or willful misconduct of the Indemnitees and are subject to the additional
terms set forth in Section 11.2 below.

5.15 Compliance with Laws. Developer shall carry out and shall cause its contractors
and subcontractors to carry out the construction of the Project in conformity with all applicable
federal, state and local laws, rules, ordinances and regulations (“Applicable Laws”) including
without limitation, all applicable federal and state labor laws and standards, applicable provisions
of the California Public Contracts Code (if any), the City zoning and development standards,
building, plumbing, mechanical and electrical codes, all other provisions of the City's Municipal
Code, and all applicable disabled and handicapped access requirements, including without
limitation, the Americans with Disabilities Act, 42 U.S.C. Section 12101, ef seq., Government
Code Section 4450, et seq., Government Code Section 11135, ef seq., and the Unruh Civil Rights
Act, Civil Code Section 51, et seq.. To the greatest extent allowed by law, Developer shall
indemnify, defend (with counsel approved by City) and hold harmless the Indemnitees from and
against any and all Claims arising in connection with the breach of Developer’s obligations set
forth in this Section whether or not any insurance policies shall have been determined to be
applicable to any such Claims. Developer’s indemnification obligations set forth in this Section
shall not apply to Claims arising solely from the gross negligence or willful misconduct of the
Indemnitees. Developer’s defense and indemnification obligations set forth in this Section 5.15
shall survive the expiration or earlier termination of this Agreement and the issuance of a
Certificate of Completion for the Project and shall be subject to the additional terms set forth in
Section 11.2 below.

5.16 Liens and Stop Notices. Until the later of the date of reconveyance of the Deed of
Trust or the expiration of the term of the Regulatory Agreement, Developer shall not allow to be
placed on the Property or any part thereof any lien or stop notice on account of materials
supplied to or labor performed on behalf of Developer. If a claim of a lien or stop notice is given
or recorded affecting the Project or the Property or any part thereof, Developer shall within
twenty (20) days of such recording or service: (a) pay and discharge (or cause to be paid and
discharged) the same; or (b) effect the release thereof by recording and delivering (or causing to
be recorded and delivered) to the party entitled thereto a surety bond in sufficient form and
amount; or (c) provide other assurance satisfactory to City that the claim of lien or stop notice
will be paid or discharged.

5.17 Right of City to Satisfy Liens on the Property. If Developer fails to satisfy or

discharge any lien or stop notice on the Property or any part thereof pursuant to and within the
time period set forth in Section 5.16 above, the City shall have the right, but not the obligation,
to satisfy any such liens or stop notices at Developer’s expense and without further notice to
Developer and all sums advanced by City for such purpose shall be part of the indebtedness
secured by the Deed of Trust. In such event Developer shall be liable for and shall immediately
reimburse City for such paid lien or stop notice. Alternatively, the City may require Developer
to immediately deposit with City the amount necessary to satisfy such lien or claim pending
resolution thereof. The City may use such deposit to satisfy any claim or lien that is adversely
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determined against Developer. Developer shall file a valid notice of cessation or notice of
completion upon cessation of construction work on the Property for a continuous period of thirty
(30) days or more, and shall take all other reasonable steps to forestall the assertion of claims or
liens against the Property. The City may (but has no obligation to) record any notices of
completion or cessation of labor, or any other notice that the City deems necessary or desirable
to protect its interest in the Property.

5.18 Performance and Payment Bonds.  Prior to commencement of construction
work on the Project, Developer shall cause its general contractor to deliver to the City copies of
payment bond(s) and performance bond(s) issued by a reputable insurance company licensed to
do business in California, each in a penal sum of not less than one hundred percent (100%) of the
scheduled cost of construction of the Project. The bonds shall name the City as co-obligee.

5.19 Insurance Requirements. Developer shall maintain and shall cause its contractors
to maintain all applicable insurance coverage specified in Article XI.

ARTICLE V1
USE OF THE PROPERTY

6.1  Affordable Housing. Developer covenants and agrees for itself, its successors
and assigns that the Property and the Improvements will be subject to recorded covenants that
will restrict use of the Property to development of an affordable multi-family housing project,
and that for a term of not less than fifty-five (55) years commencing upon the issuance of a final
certificate of occupancy for the Project all of the residential units in the Project shall be available
at Affordable Rents to households whose income is no greater than eighty (80%) of Area Median
Income, in accordance with the terms hereof and the Regulatory Agreement.

6.2  Preference for Displaced and Local Residents. To the extent permitted by law
and consistent with the program regulations for funding sources used for development of the
Project or for tenant rent subsidies, in accordance with the City’s Amended Local Preference
Policy approved on October 28, 2014 by Resolution 2014, Owner shall give first priority in the
rental of the residential units in the Project to Eligible Households (as defined in the Regulatory
Agreement) that include at Jeast one member who was displaced from their affordable housing
located within the City because of substandard and/or unsafe living conditions resulting in Code
enforcement proceedings by the City. Owner shall give second priority to Eligible Households
that include at least one member who lives or works within the St. Helena Unified School
District geographic boundaries. In the event there are fewer Eligible Household applicants that
meet the criteria specified in this Section than there are available units, units shall be made
available to members of the general public who are Eligible Households.

6.3  Relocation. Persons residing on the Property as of the Effective Date of this
Agreement shall not be displaced before suitable replacement housing is available. Owner shall
ensure that all such occupants of the Property receive all notices, benefits and assistance to which
they are entitled in accordance with California Relocation Assistance Law (Government Code
Section 7260 ef seq.), all state and local regulations implementing such law, and all other
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applicable local, state and federal laws and regulations (collectively “Relocation Laws”) relating
to the displacement and relocation of eligible persons as defined in such Relocation Laws. All
costs incurred in connection with the temporary and/or permanent displacement and/or relocation
of occupants of the Property, including without limitation payments to a relocation consultant,
moving expenses, and payments for temporary and permanent relocation benefits pursuant to
Relocation Laws shall be paid by Owner. Owner shall indemnify, defend (with counsel
approved by City) and hold the Indemnitees harmless from and against all Claims arising in
connection with the breach of Owner’s obligations set forth in this Section whether or not any
insurance policies shall have been determined to be applicable to any such Claims. Developer's
indemnification obligations under this Section 6.3 shall not extend to Claims resulting solely
from the gross negligence or willful misconduct of Indemnitees and are subject to the additional
terms set forth in Section 11.2 below. The provisions of this Section 6.3 shall survive the
expiration or earlier termination of this Agreement.

6.4  Maintenance. Developer shall at its own expense, maintain the Property and the
Improvements, including the landscaping and common areas in good physical condition, in good
repair, and in decent, safe, sanitary, habitable and tenantable living conditions in conformity with
all Applicable Laws. Without limiting the foregoing, Developer agrees to maintain the Property
and the Improvements (including without limitation, landscaping, driveways, parking areas, and
walkways) in a condition free of all waste, nuisance, debris, unmaintained landscaping, graffiti,
disrepair, abandoned vehicles/appliances, and illegal activity, and shall take all reasonable steps
to prevent the same from occurring on the Property. Developer shall prevent and/or rectify any
physical deterioration of the Improvements and shall make all repairs, renewals and
replacements necessary to keep the Property and the Improvements in good condition and
repair.

6.5  Taxes and Assessments. Developer shall pay all real and personal property taxes,
assessments and charges and all franchise, income, payroll, withholding, sales, and other taxes
assessed against the Property or the Improvements, at such times and in such manner as to
prevent any penalty from accruing, or any lien or charge from attaching to the Property or
Improvements; provided, however, Developer shall have the right to contest in good faith, any
such taxes, assessments, or charges. In the event the Developer exercises its right to contest any
tax, assessment, or charge, the Developer, on final determination of the proceeding or contest,
shall immediately pay or discharge any decision or judgment rendered against it, together with
all costs, charges and interest,

6.6  Obligation to Refrain from Discrimination. Developer covenants for itself and all
persons claiming under or through it, and this Agreement is made and accepted upon and subject
to the condition that there shall be no discrimination against or segregation of any person or
group of persons on account of any basis listed in subdivision (a) or (d) of Section 12955 of the
Government Code, as those bases are defined in Sections 12926, 12926.1, subdivision (m) and
paragraph (1) of subdivision (p) of Section 12955, and Section 12955.2 of the Government Code,
in the sale, lease, sublease, transfer, use, occupancy, tenure or enjoyment of the Property or the
Improvements, or part thereof, nor shall Developer or any person claiming under or through
Developer establish or permit any such practice or practices of discrimination or segregation
with reference to the selection, location, number, use or occupancy of tenants, lessees,
subtenants, sublessees or vendees in, of, or for the Property or Improvements, or part thereof.
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Developer shall include such provision in all deeds, leases, contracts and other instruments
executed by Developer, and shall enforce the same diligently and in good faith.

All deeds, leases or contracts made or entered into by Developer, its successors or
assigns, as to any portion of the Property or the Improvements shall contain the following

language:

(a)

()

In Deeds, the following language shall appear:

*“(1) Grantee herein covenants by and for itself, its successors and assigns, and all
persons claiming under or through it, that there shall be no discrimination against
or segregation of a person or of a group of persons on account of any basis listed
in subdivision (a) or (d) of Section 12955 of the Government Code, as those bases
are defined in Sections 12926, 12926.1, subdivision (m) and paragraph (1) of
subdivision (p) of Section 12955, and Section 12955.2 of the Government Code,
in the sale, lease, sublease, transfer, use, occupancy, tenure or enjoyment of the
property herein conveyed nor shall the grantee or any person claiming under or
through the grantee establish or permit any such practice or practices of
discrimination or segregation with reference to the selection, location, number,
use or occupancy of tenants, lessees, subtenants, sublessees or vendees in the
property herein conveyed. The foregoing covenant shall run with the land.

“(2)  Notwithstanding paragraph (1), with respect to familial status, paragraph
(1) shall not be construed to apply to housing for older persons, as defined in
Section 12955.9 of the Government Code. With respect to familial status, nothing
in paragraph (1) shall be construed to affect Sections 51.2, 51.3, 51.4, 51.10,
J1.11 and 799.5 of the Civil Code, relating to housing for senior citizens.
Subdivision (d) of Section 51 and Section 1360 of the Civil Code and
subdivisions (n), (0), and (p) of Section 12955 of the Government Code shall

apply to paragraph (1).”
In Leases, the following language shall appear:

*(1) The lessee herein covenants by and for the lessee and lessee’s heirs, personal
representatives and assigns, and all persons claiming under the lessee or through
the lessee, that this lease is made subject to the condition that there shall be no
discrimination against or segregation of any person or of a group of persons on
account of race, color, creed, religion, sex, sexual orientation, marital status,
national origin, ancestry or disability in the leasing, subleasing, transferring, use,
occupancy, tenure or enjoyment of the property herein leased nor shall the lessee
or any person claiming under or through the lessee establish or permit any such
practice or practices of discrimination of segregation with reference to the
selection, location, number, use or occupancy of tenants, lessees, sublessees,
subtenants, or vendees in the property herein leased.

*“(2) Notwithstanding paragraph (1), with respect to familial status, paragraph (1)
shall not be construed to apply to housing for older persons, as defined in Section
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12955.9 of the Government Code. With respect to familial status, nothing in
paragraph (1) shall be construed to affect Sections 51.2, 51.3,51.4,51.10, 51.11
and 799.5 of the Civil Code, relating to housing for senior citizens. Subdivision
(d) of Section 51 and Section 1360 of the Civil Code and subdivisions (n), (0),
and (p) of Section 12955 of the Government Code shall apply to paragraph (1).”

(c)  In Contracts pertaining to management of the Project, the following language
shall appear:

“There shall be no discrimination against or segregation of any person or group of
persons on account of any basis listed in subdivision (a) or (d) of Section 12955
of the Government Code, as those bases are defined in Sections 12926, 12926.1,
subdivision {m) and paragraph (1) of subdivision (p) of Section 12953, and
Section 12955.2 of the Government Code, in the sale, lease, sublease, transfer,
use, occupancy, tenure or enjoyment of the property nor shall the transferee or
any person claiming under or through the transferee establish or permit any such
practice or practices of discrimination or segregation with reference o selection,
location, number, use or occupancy of tenants, lessee, subtenants, sublessees or
vendees of the land.”

ARTICLE VII

ENVIRONMENTAL MATTERS

7.1  Developer’s Post-Closing Obligations. Developer hereby covenants and agrees

(1) Developer shall not knowingly permit the Property or any portion thereof
to be a site for the use, generation, treatment, manufacture, storage, disposal or
transportation of Hazardous Material or otherwise knowingly permit the presence or
release of Hazardous Material in, on, under, about or from the Property with the
exception of limited amounts of cleaning supplies and other materials customarily used in
construction, rehabilitation, use or maintenance of residential properties similar in nature
to the Project, and used, stored and disposed of in compliance with Environmental Laws.

(2)  Developer shall keep and maintain the Property and each portion thereof
in compliance with, and shall not cause or permit the Project or the Property or any
portion of either to be in violation of, any Environmental Laws.

(3)  Upon receiving actual knowledge of the same, Developer shall
immediately advise City in writing of: (i) any and all enforcement, cleanup, removal or
other governmental or regulatory actions instituted, completed or threatened against the
Developer, or the Property pursuant to any applicable Environmental Laws; (ii) any and
all claims made or threatened by any third party against the Developer or the Property
relating to damage, contribution, cost recovery, compensation, loss or injury resulting
from any Hazardous Material, (iii) the presence or release of any Hazardous Material in,
on, under, about or from the Property; or (iv) Developer’s discovery of any occurrence or
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condition on any real property adjoining or in the vicinity of the Project classified as
"Border Zone Property" under the provisions of California Health and Safety Code,
Sections 25220 ef seq., or any regulation adopted in connection therewith, that may in
any way affect the Property pursuant to any Environmental Laws or cause it or any part
thereof to be designated as Border Zone Property. The matters set forth in the foregoing
clauses (i) through (iv) are hereinafter referred to as "Hazardous Materials Claims").
The City shall have the right to join and participate in, as a party if it so elects, any legal
proceedings or actions initiated in connection with any Hazardous Materials Claim.

@ Without the City’s prior written consent, which shall not be unreasonably
withheld or delayed, Developer shall not take any remedial action in response to the
presence of any Hazardous Material in, on, under, or about the Property (other than in
emergency situations or as required by governmental agencies having jurisdiction in
which case the City agrees to provide its consent), nor enter into any settlement
agreement, consent decree, or other compromise in respect to any Hazardous Materials
Claim. City shall have the right to join and participate in, as a party if it so elects, any
legal proceedings or actions initiated in connection with any Hazardous Materials Claims
and to have its reasonable attorneys’ fees in connection therewith paid by Developer.

7.2 Environmental Indemnity. To the greatest extent allowed by law, Developer shall
indemnify, defend (with counsel approved by City) and hold Indemnitees harmless from and
against all Claims resulting, arising, or based directly or indirectly in whole or in part, upon (i)
the presence, release, use, generation, discharge, storage or disposal of any Hazardous Material
on, under, in or about the Property, or the transportation of any such Hazardous Material to or
from, the Property, or (ii) the failure of Developer, Developer’s employees, agents, contractors,
subcontractors, or any person acting on behalf of or as the invitee of any of the foregoing to
comply with Environmental Laws, unless caused by the City’s active or passive negligence. The
foregoing indemnity shall further apply to any residual contamination in, on, under or about the
Property or affecting any natural resources, and to any contamination of any property or natural
resources arising in connection with the generation, use, handling, treatment, storage, transport
or disposal of any such Hazardous Material, and irrespective of whether any of such activities
were or will be undertaken in accordance with Environmental Laws.

The provisions of this Section 7.2 shall be in addition to any and all other obligations and
liabilities that Developer may have under applicable law, and each Indemnitee shall be entitled to
indemnification under this Section without regard to whether City or that Indemnitee has
exercised any rights against the Property or any other security, pursued any rights against any
guarantor or other party, or pursued any other rights available under the City Documents or
applicable law. Developer’s indemnification obligations set forth in this Section shall survive
the expiration or earlier termination of this Agreement and the recordation of a Certificate of
Completion, any repayment or discharge of the Loan, any foreclosure proceeding, any
foreclosure sale, any delivery of any deed in lieu of foreclosure, and any release of record of the
lien of the Deed of Trust. Developer’s indemnification obligations pursuant to this Section shall
not extend to Claims arising solely from the gross negligence or willful misconduct of the
Indemnitees, and are subject to the additional terms set forth in Section 11.2 below.
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7.3  Disclosure. Developer represents and warrants that except as disclosed to City in
writing, as of the date hereof to the current actual knowledge of Developer’s principals: (i) the
Property is free and has always been free of Hazardous Materials and is not and has never been
in violation of any Hazardous Materials Law; (ii) there are no buried or partially buried storage
tanks located on the Property; (iii) Developer has received no notice, warning, notice of
violation, administrative complaint, judicial complaint, or other formal or informal notice
alleging that conditions on the Property are or have ever been in violation of any Hazardous
Materials Law or informing Developer that the Property is subject to investigation or inquiry
regarding Hazardous Materials on the Property or the potential violation of any Hazardous
Materials Law; (iv) there is no monitoring program required by the Environmental Protection
Agency or any other governmental agency concerning the Property; (v) no toxic or hazardous
chemicals, waste, or substances of any kind have ever been spilled, disposed of, or stored on,
under or at the Property, whether by accident, burying, drainage, or storage in containers, tanks,
holding areas, or any other means; (vi) the Property has never been used as a dump or landfill;
and (vii) Developer has disclosed to City all information, records, and studies in Developer’s
possession or reasonably available to Developer relating to the Property concerning Hazardous
Materials.

Developer hereby acknowledges and agrees that (i) this Section is intended as the City’s
written request for information (and the Developer’s response) concerning the environmental
condition of the Property as required by California Code of Civil Procedure Section 726.5(d)(2),
and (ii) each representation and warranty in this Agreement or any of the other City Documents
(together with any indemnity applicable to a breach of any such representation and warranty)
with respect to the environmental condition of the property is intended by the City and the
Developer to be an “environmental provision” for purposes of California Code of Civil
Procedure Section 736.

7.4  City’s Rights. In the event that any portion of the Property is determined to be
“environmentally impaired” (as that term is defined in California Code of Civil Procedure
Section 726.5(e)(3)} or to be an “affected parcel” (as that term is defined in California Code of
Civil Procedure Section 726.5(e)(1)), then, without otherwise limiting or in any way affecting the
City’s or the Trustee's rights and remedies under the Deed of Trust, the City may elect to
exercise its rights under California Code of Civil Procedure Section 726.5(a) to (1) waive its lien
on such environmentally impaired or affected portion of the Property and (2) exercise (a) the
rights and remedies of an unsecured creditor, including reduction of its claim against the
Developer to judgment, and (b) any other rights and remedies permitted by law. For purposes of
determining the City’s right to proceed as an unsecured creditor under California Code of Civil
Procedure Section 726.5(a), the Developer shall be deemed to have willfully permitted or
acquiesced in a release or threatened release of hazardous materials, within the meaning of
California Code of Civil Procedure Section 726.5(d)(1), if the release or threatened release of
hazardous materials was knowingly or negligently caused or contributed to by any lessee,
occupant, or user of any portion of the Property and the Developer knew or should have known
of the activity by such lessee, occupant, or user which caused or contributed to the release or
threatened release. All costs and expenses, including (but not limited to) reasonable attorneys’
fees, incurred by the City in connection with any action commenced under this paragraph,
including any acticn required by California Code of Civil Procedure Section 726.5(b) to
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determine the degree to which the Property is environmentally impaired, plus interest thereon at
the default rate specified in the Note, until paid, shall be added to the indebtedness secured by
the Deed of Trust and shall be due and payable to the City upon its demand made at any time
following the conclusion of such action.

7.5  No Limitation. Developer hereby acknowledges and agrees that Developer's
duties, obligations and liabilities under this Agreement are in no way limited or otherwise
affected by any information the City may have concerning the Property and/or the presence in,
on, under or about the Property of any Hazardous Material, whether the City obtained such
information from the Developer or from its own investigations.

7.6 Definitions.

7.6.1 “Hazardous Material” means any chemical, compound, material,
mixture, or substance that is now or may in the future be defined or listed in, or otherwise
classified pursuant to any Environmental Laws (defined below) as a “hazardous substance”,
“hazardous material”, “hazardous waste”, “extremely hazardous waste”, infectious waste”, toxic
substance”, toxic pollutant”, or any other formulation intended to define, list or classify
substances by reason of deleterious properties such as ignitability, corrosivity, reactivity,
carcinogenicity, or toxicity. The term “hazardous material” shall also include asbestos or
asbestos-containing materials, radon, chrome and/or chromium, polychlorinated biphenyls,
petroleum, petroleum products or by-products, petroleum components, oil, mineral spirits,
natural gas, natural gas liquids, liquefied natural gas, or synthetic gas usable as fuel, perchlorate,
and methy tert butyl ether, whether or not defined as a hazardous waste or hazardous substance
in the Environmental Laws.

7.6.2 "Environmental Laws" means any and all federal, state and local statutes,
ordinances, orders, rules, regulations, guidance documents, judgments, governmental
authorizations or directives, or any other requirements of governmental authorities, as may
presently exist, or as may be amended or supplemented, or hereafter enacted, relating to the
presence, release, generation, use, handling, treatment, storage, transportation or disposal of
Hazardous Material, or the protection of the environment or human, plant or animal health,
including, without limitation, the Comprehensive Environmental Response, Compensation and
Liability Act of 1980, as amended by the Superfund Amendments and Reauthorization Act of
1986 (42 U.S.C. § 9601), the Hazardous Materials Transportation Act (49 U.S.C. § 1801 er
seq.), the Resource Conservation and Recovery Act (42 U.S.C. § 6901 er seq.), the Federal
Water Pollution Control Act (33 U.S.C. § 1251 ef seq.), the Clean Air Act (42 U.S.C. § 7401 et
seq.), the Toxic Substances Control Act (15 U.S.C. § 2601 et seq.), the Oil Pollution Act (33
U.S.C. § 2701 et seq.), the Emergency Planning and Community Righi-to-Know Act (42 U.S.C.
§ 11001 et seq.), the Porter-Cologne Water Quality Control Act (Cal. Water Code § 13000 er
seq.), the Toxic Mold Protection Act (Cal. Health & Safety Code § 26100, et seq.), the Safe
Drinking Water and Toxic Enforcement Act of 1986 (Cal. Health & Safety Code § 25249.5 et
seq.), the Hazardous Waste Control Act (Cal. Health & Safety Code § 25100 et seq.), the
Hazardous Materials Release Response Plans & Inventory Act (Cal. Health & Safety Code
§ 25500 et seq.), and the Carpenter-Presley-Tanner Hazardous Substances Account Act (Cal.
Health and Safety Code, Section 25300 et seq.).
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ARTICLE VIII

LIMITATIONS ON CHANGE IN OWNERSHIP, MANAGEMENT
AND CONTROL OF DEVELOPER

8.1  Identity of Developer; Changes Only Pursuant to this Agreement. Developer and
its principals have represented that they possess the necessary expertise, skill and ability to carry
out the development of the Project pursuant to this Agreement. The qualifications, experience,
financial capacity and expertise of Developer and its principals are of particular concern to the
City. It is because of these qualifications, experience, financial capacity and expertise that the
City has entered into this Agreement with Developer. No voluntary or involuntary successor,
assignee or transferee of Developer shall acquire any rights or powers under this Agreement,
except as expressly provided herein.

8.2  Prohibition on Transfer. Prior to the expiration of the term of the Regulatory
Agreement, Developer shall not, except as expressly permitted by this Agreement, directly or
indirectly, voluntarily, involuntarily or by operation of law make or attempt any total or partial
sale, transfer, conveyance, assignment or lease (collectively, “Transfer”) of the whole or any
part of the Property, the Project, the Improvements, or this Agreement, without the prior written
approval of City which approval shall not be unreasonably withheld. Any such attempt to assign
this Agreement without the City’s consent shall be null and void and shall confer no rights or
privileges upon the purported assignee. In addition to the foregoing, prior to the expiration of the
term of the Regulatory Agreement, except as expressly permitted by this Agreement, Developer
shall not undergo any significant change of ownership without the prior written approval of City.
For purposes of this Agreement, a “significant change of ownership” shall mean a transfer of the
beneficial interest of more than forty-nine percent (49%}) in aggregate of the present ownership
and /or control of Developer, taking all transfers into account on a cumulative basis.

8.3  Permitted Transfers. Notwithstanding any contrary provision hereof, the
prohibitions set forth in this Article shall not be deemed to prevent: (i) the granting of temporary
easements or permits to facilitate development of the Property; (ii} the dedication of any property
required pursuant to this Agreement; (iii) the lease of individual residences to tenants for
occupancy as their principal residence in accordance with the Regulatory Agreement; (iv)
assignments creating security interests for the purpose of financing the acquisition, construction
or permanent financing of the Project in accordance with the approved Financing Plan as it may
be updated with City approval, and subject to the requirements of Article IX, or Transfers
directly resulting from the foreclosure of, or granting of a deed in lieu of foreclosure of, such a
security interest; (v} a Transfer to a tax-exempt entity under the direct control of or under
common control with Developer; (vi) a Transfer to a limited partnership in which a tax-exempt
affiliate of Developer is the managing general partner (“Approved Partnership”); (vii) the
admission of limited pariners and any transfer of limited partnership interests in accordance with
the Approved Partnership’s agreement of limited partnership (the “Partnership Agreement”);
(viii) the removal of the general partner of an Approved Partnership by the investor limited
partner for a default under the Partnership Agreement, provided that the replacement general
partner is an entity reasonably satisfactory to City; or (ix) the transfer of the general partner’s
interest to a nonprofit entity that is tax-exempt under Section 501(c)(3) of the Internal Revenue
Code of 1986 as amended, or to a limited liability company whose sole member is a nonprofit
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entity that is tax-exempt under Section 501(c)(3) of the Internal Revenue Code of 1986 as
amended, provided such replacement general partner is reasonably satisfactory to City..

8.4  Requirements for Proposed Transfers. The City may, in the exercise of its sole
discretion, consent to a proposed Transfer of this Agreement, the Property, the Improvements or
part thereof if all of the following requirements are met (provided however, the requirements of
this Section 8.4 shall not apply to Transfers described in clauses (i), (ii), (iii), (iv), and (vii) of
Section 8.3, and solely with respect to removal of the general partner by the investor limited
partner for a default under the Partnership Agreement, clause (viii) of Section 8.3, provided that
the provisions of this Section 8.4 shall apply to the selection of a replacement general partner in
the event of a removal of the general partner in accordance with clause {viii) of Section 8.3):

(i) The proposed transferee demonstrates to the City’s satisfaction that it has
the qualifications, experience and financial resources necessary and adequate as may be
reasonably determined by the City to competently complete and manage the Project and to
otherwise fulfill the obligations undertaken by the Developer under this Agreement.

(ii)  The Developer and the proposed transferee shall submit for City review
and approval all instruments and other legal documents proposed to effect any Transfer of all or
any part of or interest in the Property, the Improvements or this Agreement together with such
documentation of the proposed transferee’s qualifications and development capacity as the City
may reasonably request.

(iii)  The proposed transferee shall expressly assume all of the rights and
obligations of the Developer under this Agreement and the other City Documents arising after
the effective date of the Transfer and all obligations of Developer arising prior to the effective
date of the Transfer (unless Developer expressly remains responsible for such obligations) and
shall agree to be subject to and assume all of Developer’s obligations pursuant to the Conditions
of Approval and all other conditions, and restrictions set forth in this Agreement.

(iv)  The Transfer shall be effectuated pursuant to a written instrument
satisfactory to the City in form recordable in the Official Records.

(v)  If applicable, the final form of the Partnership Agreement and any
subsequent amendments that affect the City’s economic interests under this Agreement or the
City Documents shall be subject to City’s review and approval.

Consent to any proposed Transfer may be given by the City’s Authorized
Representative unless the City’s Authorized Representative, in his or her discretion, refers the
matter of approval to the City Council. If the City has not rejected a proposed Transfer or
requested additional information regarding a proposed Transfer in writing within forty-five (45)
days following City’s receipt of written request by Developer, the proposed Transfer shall be
deemed approved.
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8.5 Effect of Transfer without City Consent.

8.5.1 In the absence of specific written agreement by the City, no Transfer by
Developer shall be deemed to relieve the Developer or any other party from any obligation under
this Agreement.

8.5.2 It shall be an Event of Developer Default hereunder entitling City to
pursue remedies including without limitation, termination of this Agreement and/or foreclosure
under the Deed of Trust if without the prior written approval of the City, Developer assigns or
Transfers this Agreement, the Improvements, or the Property in violation of Article VIII

8.6  Recovery of City Costs. Within ten (10) days following City’s delivery to
Developer of an invoice detailing such costs, Developer shall reimburse City for all City costs,
including but not limited to reasonable attorneys’ fees, incurred in reviewing instruments and
other legal documents proposed to effect a Transfer of this Agreement, the Property, or the
Project, or part thereof, and in reviewing the qualifications and financial resources of a proposed
successor, assignee, or transferee.

ARTICLE IX
SECURITY FINANCING AND RIGHTS OF MORTGAGEES

9.1  Mortgages and Deeds of Trust for Development. Mortgages and deeds of trust, or
any other reasonable security instrument are permitted to be placed upon the Property only for
the purpose of securing loans for the purpose of financing the acquisition of the Property, the
design and construction of the Improvements, and other expenditures reasonably necessary for
development of the Property pursuant to this Agreement. Developer shall not enter into any
conveyance for such financing that is not contemplated in the Financing Plan as it may be
updated with City approval, without the prior written approval of the City’s Authorized
Representative or his or her designee. As used herein, the terms “mortgage” and “deed of trust”
shall mean any security instrument used in financing real estate acquisition, construction and
land development.

9.2 Subordination. The City agrees that City will not withhold consent to reasonable
requests for subordination of the Deed of Trust and Regulatory Agreement to deeds of trust
provided for the benefit of lenders providing financing for the Project that are identified in the
approved Financing Plan as it may be updated with City approval, provided that the instruments
effecting such subordination include reasonable protections to the City in the event of default,
including without limitation, extended notice and cure rights and the rights set forth in Section
9.6 below.

9.3  Holder Not Obligated to Construct. The holder of any mortgage or deed of trust
authorized by this Agreement shall not be obligated to complete construction of the
Improvements or to guarantee such completion. Nothing in this Agreement shall be deemed to
permit or authorize any such holder to devote the Property or any portion thereof to any uses, or
to construct any improvements thereon, other than those uses or improvements provided for or
authorized by this Agreement.
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94  Notice of Default and Right to Cure. Whenever City delivers any notice of
default hereunder, City shall concurrently deliver a copy of such notice to each holder of record
of any mortgage or deed of trust secured by the Property or the Improvemenis, provided that City
has been provided with the address for delivery of such notice. City shall have no liability to any
such holder for any failure by the City to provide such notice to such holder. Each such holder
shall have the right, but not the obligation, at its option, to cure or remedy any such default or
breach within the cure period provided to Developer exiended by an additional sixty (60} days.
In the event that possession of the Property or the Improvements (or any portion thereof) is
required to effectuate such cure or remedy, the holder shall be deemed to have timely cured or
remedied the default if it commences the proceedings necessary to obtain possession of the
Property or Improvements, as applicable, within the applicable cure period, diligently pursues
such proceedings to completion, and after obtaining possession, diligently completes such cure
or remedy. A holder who chooses to exercise its right to cure or remedy a default or breach shall
first notify City of its intent to exercise such right prior to commencing to cure or remedy such
default or breach. Nothing contained in this Agreement shall be deemed to permit or authorize
such holder to undertake or continue the construction of the Project (beyond the extent necessary
to conserve or protect the same) without first having expressly assumed in writing Developer’s
obligations to City under this Agreement. The holder in that event must agree to complete, in the
manner provided in this Agreement, the Project and the Improvements and submit evidence
reasonably satisfactory to City that it has the development capability on staff or retainer and the
financial capacity necessary to perform such obligations. Any such holder properly completing
the Project pursuant to this Section shall assume all rights and obligations of Developer under
this Agreement.

9.5 Failure of Holder to Complete Improvements. In any case where, six (6) months
after default by Developer in completion of construction of the Improvements, the holder of
record of any mortgage or deed of trust has not exercised its option to complete construction of
the Project, or having first exercised such option, has not proceeded diligently with such work,
City shall be afforded those rights against such holder that it would otherwise have against
Developer under this Agreement.

9.6  City Right to Cure Defaults. In the event of a breach or default by Developer
under a mortgage or deed of trust secured by the Property or the Improvements, City may cure
the default, without acceleration of the subject loan, following prior notice thereof to the holder
of such instrument and Developer. In such event, Developer shall be liable for, and City shall be
entitled to reimbursement from Developer for all costs and expenses incurred by City associated
with and attributable to the curing of the default or breach and such sum shall constitute a part of
the indebtedness secured by the City Deed of Trust.

9.7  Holder to be Notified. Developer agrees to use best efforts to ensure that each
term contained herein dealing with security financing and rights of holders shall be either
inserted into the relevant deed of trust or mortgage or acknowledged and accepied in writing by
the holder prior to its creating any security right or interest in the Property or the Improvements.
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9.8  Modifications to Agreement. City shall not unreasonably withhold its consent to
modifications of this Agreement requested by Project lenders or investors provided such
modifications do not alter City’s substantive rights and obligations under this Agreement.

9.9  Estoppel Certificates. Either Pariy shall, at any time, and from time to time,
within fifteen (15) days after receipt of written request from the other Party, execute and deliver
to such Party a written statement certifying that, to the knowledge of the certifying Party: (i) this
Agreement is in full force and effect and a binding obligation of the Parties (if such be the case),
(ii) this Agreement has not been amended or modified, or if so amended, identifying the
amendments, and (iii) the requesting Party is not in default in the performance of its obligations
under this Agreement, or if in default, describing the nature of any such defaults.

ARTICLE X
DEFAULTS, REMEDIES AND TERMINATION

10.1 Event of Developer Default. The following events shall constitute an event of
default on the part of Developer hereunder (“Event of Developer Default™):

()  Developer fails to commence or complete construction of the Project
within the time period set forth in Section 5.1, or subject to Force Majeure, abandons or suspends
construction of the Project prior to completion for a period of thirty (30) days or more;

(b)  Developer fails to pay when due the principal and interest payable under
the Note, and such failure continues for ten (10) days after City notifies Developer thereof in
writing;

(c) A Transfer occurs, either voluntarily or involuntarily, in violation of
Article VIII;

(d)  Developer fails to maintain insurance as required pursuant to this
Agreement, and Developer fails to cure such default within five (5) days;

(e} Developer fails to pay prior to delinquency taxes or assessments due on
the Property or the Improvements or fails to pay when due any other charge that may result in a
lien on the Property or the Improvements, and Developer fails to cure such default within twenty
(20) days of the date of delinquency, but in all events prior to the date upon which the holder of
any such lien has the right to foreclose thereon;

® A default arises under any loan secured by a mortgage, deed of trust or
other security instrument recorded against the Property and remains uncured beyond any
applicable cure period such that the holder of such security instrument has the right to accelerate
repayment of such loan;

(g) Any representation or warranty contained in this Agreement or in any
application, financial statement, certificate or report submitted to the City in connection with this

Agreement or Developer's request for the Loan proves to have been incorrect in any material and
adverse respect when made and continues to be materially adverse to the City;
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(h)  If, pursuant to or within the meaning of the United States Bankruptcy
Code or any other federal or state law relating to insolvency or relief of debtors (“Bankruptcy
Law”), Developer or any general partner of an Approved Partnership that has acquired the
Property or part thereof (i) commences a voluntary case or proceeding; (ii) consents to the entry
of an order for relief against Developer or any general partner thereof in an involuntary case; (iii)
consents to the appointment of a trustee, receiver, assignee, liquidator or similar official for
Developer or any general partner of such Approved Partnership; (iv) makes an assignment for
the benefit of its creditors; or (v) admits in writing its inability to pay its debts as they become
due;

(i) A court of competent jurisdiction shall have made or entered any decree or
order (1) adjudging the Developer to be bankrupt or insolvent, (2) approving as properly filed a
petition seeking reorganization of the Developer or seeking any arrangement for Developer
under bankruptcy law or any other applicable debtor's relief law or statute of the United States
or any state or other jurisdiction, (3) appointing a receiver, trustee, liquidator, or assignee of the
Developer in bankrupicy or insolvency or for any of its properties, or (4) directing the winding
up or liquidation of the Developer, in each case if such decree, order, petition, or appointment is
not removed or rescinded within sixty (60) days;

() Developer shall have assigned its assets for the benefit of its creditors
(other than pursuant to a mortgage loan) or suffered a sequestration or attachment of or execution
on any substantial part of its property, unless the property so assigned, sequestered, attached or
executed upon shall have been returned or released within sixty (60) days after such event
(unless a lesser time period is permitted for cure pursuant to paragraphs (h) or (i) above or
pursuant to any other mortgage on the Property, in which event such lesser time period shall
apply under this subsection as well) or prior to any sooner sale pursuant to such sequestration,
attachment, or execution;

(k) The Developer shall have voluntarily suspended its business or Developer
shall have been dissolved or terminated;

()] An event of default arises under any City Document and remains uncured
beyond any applicable cure period; or

(m)  Developer defaults in the performance of any term, provision, covenant or
agreement contained in this Agreement other than an obligation enumerated in this Section 10.1
and unless a shorter cure period is specified for such default, the default continues for ten (10)
days in the event of a monetary default or thirty (30) days in the event of a nonmonetary default
after the date upon which City shall have given written notice of the default to Developer;
provided however, if the default is of a nature that it cannot be cured within thirty (30) days, an
Event of Developer Default shall not arise hereunder if Developer commences to cure the default
within thirty (30) days and thereafter prosecutes the curing of such default with due diligence
and in good faith to completion.

10.2  City Default. An event of default on the part of City (“Event of City Default™)
shall arise hereunder if City fails to keep, observe, or perform any of its covenants, duties, or
obligations under this Agreement, and the default continues for a period of sixty (60) days afier
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written notice thereof from Developer to City, or in the case of a default which cannot with due
diligence be cured within sixty (60) days, City fails to commence to cure the default within sixty
(60) days of such notice and thereafter fails to prosecute the curing of such default with due
diligence and in good faith to completion.

10.3  City’'s Right to Terminate Agreement. If an Event of Developer Default shall
occur and be continuing beyond any applicable cure period, then City shall, in addition to other
rights available to it under law or this Agreement, have the right to terminate this Agreement. If
City makes such election, City shall give written notice to Developer and to any mortgagee
entitled to such notice specifying the nature of the default and stating that this Agreement shall
expire and terminate on the date specified in such notice, and upon the date specified in the
notice, this Agreement and all rights of Developer under this Agreement, shall expire and
terminate.

104 City's Remedies and Rights Upon an Event of Developer Default. Upon the
occurrence of an Event of Developer Default and the expiration of any applicable cure period,
City shall have all remedies available to it under this Agreement or under law or equity,
including, but not limited to the following, and City may, at its election, without notice to or
demand upon Developer, except for notices or demands required by law or expressly required
pursuant to the City Documents, exercise one or more of the following remedies:

(a) Accelerate and declare the balance of the Note and interest accrued
thereon immediately due and payable;

(b)  Seek specific performance to enforce the terms of the City Documents;
(c) Foreclose on the Property pursuant to the Deed of Trust;
(d)  Terminate this Agreement pursuant to Section 10.3; and

(&) Pursue any and all other remedies available under this Agreement or under
law or equity to enforce the terms of the City Documents and City’s rights thereunder.

10.5 Developer’s Remedies Upon an Event of City Default. Upon the occurrence of an
Event of City Default, in addition to pursuing any other remedy allowed at law or in equity or
otherwise provided in this Agreement, Developer may bring an action for equitable relief seeking
the specific performance of the terms and conditions of this Agreement, and/or enjoining,
abating, or preventing any violation of such terms and conditions, and/or seeking to obtain any
other remedy consistent with the purpose of this Agreement, and may pursue any and all other
remedies available under this Agreement or under law or equity to enforce the terms of the City
Documents and Developer’s rights thereunder.

10.6 Remedies Cumulative; No Consequential Damages. Except as otherwise
expressly stated in this Agreement, the rights and remedies of the Parties are cumulative, and the

exercise by either Party of one or more of such rights or remedies shall not preclude the exercise
by it, at the same or different time, of any other rights or remedies for the same or any other
default by the other Party. Notwithstanding any contrary provision of this Agreement, a Party’s

OAK #4829-7354-8832 v5 29

Page 146 of 287



Agenda Item #4.1.

right to recover damages in the event of a default shall be limited to actual damages and shall
exclude consequential damages.

10.7  Inaction Not a Waiver of Defaunit. No failure or delay by either Party in asserting
any of its rights and remedies as to any default shall operate as a waiver of such default or of any
such rights or remedies, nor deprive either Party of its rights to institute and maintain any action
or proceeding which it may deem necessary to protect, assert or enforce any such rights or
remedies in the same or any subsequent default.

10.8  Rights of Mortgagees. Any rights of the City under this Article X shall not
defeat, limit or render invalid any mortgage or deed of trust permitted by this Agreement or any
rights provided for in this Agreement for the protection of holders of such instruments.

10.9  Construction Plans. If this Agreement is terminated by mutual agreement of the
Parties or by City as a result of an Event of Developer Default, the Developer, at no cost to the
City, shall deliver to the City copies of all construction plans and studies in the Developer's
possession or in the possession of the Developer' s consultants related to development of the
Project on the Property, including without limitation, the Construction Plans, subject only to the
rights of senior lenders identified in the Financing Plan as it may be updated with City approval.
If the City utilizes the Construction Plans or studies, the City shall indemnify the Developer for
any claims arising from such use.

ARTICLE XI

INDEMNITY AND INSURANCE.

11.1 Indemnity. To the greatest extent allowed by law, Developer shall indemnify,
defend (with counsel approved by City) and hold the Indemnitees harmless from and against any
and all Claims arising directly or indirectly, in whole or in part, as a result of or in connection
with the development, construction, improvement, operation, ownership or maintenance of the
Project or the Property, or any part thereof by Developer or Developer’s contractors,
subcontractors, agents, employees or any other party acting for or on behalf of Developer, or
otherwise arising out of or in connection with Developer’s performance or failure to perform
under this Agreement, including without limitation, Claims arising or alleged to have arisen in
connection with any violation of Applicable Laws in connection with the development, operation
or management of the Project. Developer’s indemnification obligations under this Section 11.1
shall not extend to Claims resulting solely from the gross negligence or willful misconduct of
Indemnitees and are subject to the additional terms set forth in Section 11.2 below. The
provisions of this Section 11.1 shall survive the expiration or earlier termination of this
Agreement.

11.2  Terms Applicable to Indemnity Provisions. The terms set forth in this Section
11.2 shall apply to all provisions of this Agreement that pertain to Developer’s obligations to
indemnify City and the other Indemnitees, including without limitation, Sections 5.11. 5.14,
5.15,6.3.7.2, 11.1. and 12.1. In connection with each such provision, all of the following shall

apply:
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(a)  City does not and shall not waive any rights against Developer that it may have by
reason of any indemnity and hold harmless provision set forth in this Agreement because of the
acceptance by City, or the deposit with City by Developer, of any of the insurance policies
described in this Agreement.

(b}  Developer’s obligation to indemnify the Indemnitees shall not be limited or
impaired by any of the following: (i) any amendment or maodification of any City Document; (ii)
any extensions of time for performance required by any City Document; (iii) any provision in
any of the City Documents limiting City’s recourse to property securing the Secured Obligations
(as defined in the Deed of Trust), or limiting the personal liability of Developer, or any other
party for payment of all or any part of the Loan; (iv) the accuracy or inaccuracy of any
representation and warranty made by Developer under this Agreement or by Developer or any
other party under any City Document, (v) the release of Developer or any other person, by City
or by operation of law, from performance of any obligation under any City Document; (vi) the
release or substitution in whole or in part of any security for repayment of the Loan; and (vii)
City’s failure to properly perfect any lien or security interest given as security for repayment of
the Loan.

{c)  The obligations of Developer to indemnify the Indemnitees shall survive any
repayment or discharge of the indebtedness evidenced by the Note, any foreclosure proceeding,
any foreclosure sale, any delivery of any deed in lieu of foreclosure, and any release of record of
the lien of the Deed of Trust.

11.3  Liability, Workers Compensation, and Property Insurance.

(a) Developer (and until issuance of the final certificate of occupancy or
equivalent for the Project all contractors working on behalf of Developer on the Project) shall
maintain a commercial general liability policy in the amount of Two Million Dollars
($2,000,000) each occurrence, Two Million Dollars ($2,000,000) annual aggregate, together with
Three Million Dollars ($3,000,000) excess liability coverage, or such other policy limits as City
may require in its reasonable discretion, including coverage for bodily injury, property damage,
products, completed operations and contractual liability coverage; provided however, the
coverage requirements for subcontractors shall be One Million Dollars ($1,000,000). Such
policy or policies shall be written on an occurrence basis and shall name the Indemnitees as
additional insureds.

(b) Developer (and until issuance of the final certificate of occupancy or
equivalent for the Project all contractors working on behalf of Developer on the Project) shall
maintain a comprehensive automobile liability coverage in the amount of Two Million Dollars
($2,000,000), combined single limit including coverage for owned and non-owned vehicles.
Automobile liability policies shall name the Indemnitees as additional insureds.

(c) Developer (and if the Property has been transferred to an Approved
Partnership, the general partners thereof) shall furnish or cause to be furnished to City evidence
satisfactory to City that Developer {(and if the Property has been transferred to an Approved
Partnership, the general partners thereof), and any contractor with whom Developer (or an
Approved Partnership) has contracted for the performance of work on the Property or otherwise
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pursuant to this Agreement carries statutory Workers’ Compensation insurance and Employer’s
Liability insurance in a minimum amount of One Million Dollars ($1,000,000) per accident.

(d)  Upon commencement of construction work and continuing until issuance
of the final certificate of occupancy or equivalent for the Project, Developer and all contractors
working on behalf of Developer shall maintain a policy of builder’s all-risk insurance in an
amount not less than the full insurable cost of the Project on a replacement cost basis naming
City as loss payee. The builder’s ali-risk insurance and/or property insurance policies shall
provide insurance covering all risks of loss 1o the modular Project components, including without
limitation, risks associated with off-site fabrication and transportation of such components to the
Property.

(e) Developer shall maintain property insurance covering all risks of loss
(other than earthquake), including flood (if required) for 100% of the replacement value of the
Project with deductible, if any, in an amount acceptable to City, naming City as loss payee.

@ Companies writing the insurance required hereunder shall be licensed to
do business in the State of California. Insurance shall be placed with insurers with a current
A.M. Best's rating of no less than A: VII. The Commercial General Liability and comprehensive
automobile policies required hereunder shall name the Indemnitees as additional insureds.
Builder’s Risk and property insurance shall name City as loss payee as its interests may appear.

(g)  Prior to commencement of construction work, Developer shall furnish
City with certificates of insurance in form acceptable to City evidencing the required insurance
coverage and duly executed endorsements evidencing such additional insured status. The
certificates shall contain a statement of obligation on the part of the carrier to notify City of any
material adverse change, cancellation, termination or non-renewal of the coverage at least thirty
(30) days in advance of the effective date of any such material adverse change, cancellation,
termination or non-renewal.

The additional insured endorsements for the general liability coverage shall use
Insurance Services Office (ISO) Form No. CG 20 09 11 85 or CG 20 10 11 85, or equivalent,
including (if used together) CG 2010 10 01 and CG 2037 10 01; but shall not use the following
forms: CG 20 10 10 93 or 03 94. Upon request by City’s Risk Manager, Developer shall
provide or arrange for the insurer to provide within thirty (30) days of the request, certified
copies of the actual insurance policies or relevant portions thereof.

(b)  If any insurance policy or coverage required hereunder is canceled or
reduced, Developer shall, within five (5) days after receipt of notice of such cancellation or
reduction in coverage, but in no event later than the effective date of cancellation or reduction,
file with City a certificate showing that the required insurance has been reinstated or provided
through another insurance company or companies. Upon failure to so file such certificate, City
may, without further notice and at its option, procure such insurance coverage at Developer’s
expense, and Developer shall promptly reimburse City for such expense upon receipt of billing
from City.

i) Coverage provided by Developer shall be primary insurance and shall not
be contributing with any insurance, or self-insurance maintained by City, and the policies shall
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so provide. The insurance policies shall contain a waiver of subrogation for the benefit of the
City. Developer shall furnish the required certificates and endorsements to City prior to the
commencement of construction of the Project, and shall provide City with certified copies of the
required insurance policies upon request of City.

G) Deductibles/Retentions. Any deductibles or self-insured retentions shall
be declared to, and be subject to approval by, City’s Risk Manager. At the option of and upon
request by City’s Risk Manager if the Risk Manager determines that such deductibles or
retentions are unreasonably high, either the insurer shall reduce or eliminate such deductibles or
self-insurance retentions as respects the Indemnitees or Developer shall procure a bond
guaranteeing payment of losses and related investigations, claims administration and defense
expenses.

(k)  Adjustments. The limits of the liability coverage and, if necessary, the
terms and conditions of insurance, shall be reasonably adjusted from time to time (not less than
every five (5) years after the Effective Date nor more than once in every three (3) year period) to
address changes in circumstances, including, but not limited to, changes in inflation and the
litigation climate in California. Within thirty (30) days following City’s delivery of written
notice of any such adjustments, Developer shall provide City with amended or new insurance
certificates and endorsements evidencing compliance with such adjustments.

ARTICLE XII
MISCELLANEOUS PROVISIONS

12.1  No Brokers. Each Party warrants and represents to the other that no person or
entity can properly claim a right to a real estate commission, brokerage fee, finder’s fee, or other
compensation with respect to the transactions contemplated by this Agreement. Each Party
agrees to defend, indemnify and hold harmless the other Party from any claims, expenses, costs
or liabilities arising in connection with a breach of this warranty and representation. The terms
of this Section shall survive the close of escrow and the expiration or earlier termination of this
Agreement.

122 Enforced Delay; Extension of Times of Performance. The time for performance
of provisions of this Agreement by either Party shall be extended for a period equal to the period
of any delay directly affecting the Project or this Agreement which is caused by war,
insurrection, strikes, lockouts, riots, floods, earthquakes, fires, casualties, acts of God, acts of a
public enemy, epidemics, quarantine restrictions, freight embargoes, lack of transportation, suits
filed by unrelated third parties concerning or arising out of this Agreement or unseasonable
weather conditions (“Force Majeure™). An extension of time for any of the above-specified
causes will be deemed granted only if written notice by the Party claiming such extension is sent
to the other Party within ten (10) calendar days from the commencement of the cause.

Times of performance under this Agreement may also be extended in writing by the
mutual agreement of Developer and City (acting in the discretion of the City’s Authorized
Representative unless he or she determines in his or her discretion to refer such matter to the
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City Council). City and Developer acknowledge that, notwithstanding any contrary provision of
this Agreement, adverse changes in economic conditions, either of the affected Party specifically
or the economy generally, changes in market conditions or demand, and/or inability to obtain
financing to complete the Project shall not constitute grounds of enforced delay pursuant to this
Section. Each Party expressly assumes the risk of such adverse economic or market changes
and/or financial inability, whether or not foreseeable as of the Effective Date.

12.3  Notices. Except as otherwise specified in this Agreement, all notices to be sent
pursuant to this Agreement or any other City Document shall be made in writing, and sent to the
Parties at their respective addresses specified below or to such other address as a Party may
designate by written notice delivered to the other Parties in accordance with this Section. All
such notices shall be sent by: (i) personal delivery, in which case notice is effective upon
delivery; (ii) certified or registered mail, return receipt requested, in which case notice shall be
deemed delivered on receipt if delivery is confirmed by a return receipt; or (iii) nationally
recognized overnight courier, with charges prepaid or charged to the sender’s account, in which
case notice is effective on delivery if delivery is confirmed by the delivery service.

City: City of St. Helena
1480 Main Street
St. Helena, CA 94574
Attention: City Manager

With a copy to:
Burke, Williams & Sorensen, LLP
1901 Harrison Street, 9" floor
Qakland, CA 94612
Attention: Susan E. Bloch, Esq.

Developer: Calistoga Affordable Housing, Inc.
1332 Lincoln Avenue
Calistoga, CA 94515
Attention: Executive Director

124 Attomneys’ Fees. If either Party fails to perform any of its obligations under this
Agreement, or if any dispute arises between the Parties concerning the meaning or interpretation
of any provision hereof, then the prevailing Party in any proceeding in connection with such
dispute shall be entitled to the costs and expenses it incurs on account thereof and in enforcing or
establishing its rights hereunder, including, without limitation, court costs and reasonable
attorneys’ fees and disbursements.

12.5 Waivers; Modification. No waiver of any breach of any covenant or provision of
this Agreement shall be deemed a waiver of any other covenant or provision hereof, and no
waiver shall be valid unless in writing and executed by the waiving Party. An extension of time
for performance of any obligation or act shall not be deemed an extension of the time for
performance of any other obligation or act, and no extension shall be valid unless in writing and
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executed by the Party granting the extension. This Agreement may be amended or modified only
by a written instrument executed by the Parties.

12.6  Binding on Successors. Subject to the restrictions on Transfers set forth in
Article VIIL, this Agreement shall bind and inure to the benefit of the Parties and their respective
permitted successors and assigns. Any reference in this Agreement to a specifically named Party
shall be deemed to apply to any permitted successor and assign of such Party who has acquired
an interest in compliance with this Agreement or under law.

12.7 Survival. All representations made by Developer hereunder and Developer’s
obligations pursuant to Sections 5.11,5.14. 5.15, 6.3, 7.2, 11.1 and 12.1 shall survive the
expiration or termination of this Agreement.

12.8  Headings: Interpretation; Statutory References. The section headings and
captions used herein are solely for convenience and shall not be used to interpret this Agreement.

The Parties acknowledge that this Agreement is the product of negotiation and compromise on
the part of both Parties, and the Parties agree, that since both Parties have participated in the
negotiation and drafting of this Agreement, this Agreement shall not be construed as if prepared
by one of the Parties, but rather according to its fair meaning as a whole, as if both Parties had
prepared it. All references in the City Documents to particular statutes, regulations, ordinances or
resolutions of the United States, the State of California, or the City of St. Helena shall be deemed
to include the same statute, regulation, ordinance or resolution as hereafter amended or
renumbered, or if repealed, to such other provisions as may thereafter govern the same subject.

12.9  Action or Approval. Whenever action and/or approval by City is required under
this Agreement, the City’s Authorized Representative or his or her designee may act on and/or
approve such matter unless specifically provided otherwise, or unless the City’s Authorized
Representative determines in his or her discretion that such action or approval requires referral to
City Council for consideration.

12.10 Entire Agreement. This Agreement, including Exhibits A through F attached
hereto and incorporated herein by this reference, together with the other City Documents contains
the entire agreement between the Parties with respect to the subject matter hereof, and supersedes
all prior written or oral agreements, understandings, representations or statements between the
Parties with respect to the subject matter hereof. If the Exhibits to this Agreement are
inconsistent with this Agreement, the more restrictive requirements shall control, as determined
by the City’s Authorized Representative. In the event of a conflict between this Agreement and
the other City Documents, the more restrictive requirements shall control, as determined by the
City’s Authorized Representative.

12.11 Counterparts. This Agreement may be executed in one or more counterparts, each
of which shall be an original and all of which taken together shall constitute one instrument. The
signature page of any counterpart may be detached therefrom without impairing the legal effect
of the signature(s) thereon provided such signature page is attached to any other counterpart
identical thereto having additional signature pages executed by the other Party. Any executed
counterpart of this Agreement may be delivered to the other Party by facsimile and shall be
deemed as binding as if an originally signed counterpart was delivered.
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12.12 Severability. If any term, provision, or condition of this Agreement is held by a
court of competent jurisdiction to be invalid or unenforceable, the remainder of this Agreement
shall continue in full force and effect unless an essential purpose of this Agreement is defeated
by such invalidity or unenforceability.

12.13 No Third Party Beneficiaries. Except as expressly set forth herein, nothing
contained in this Agreement is intended to or shall be deemed to confer upon any person, other
than the Parties and their respective successors and assigns, any rights or remedies hereunder.

12.14 Parties Not Co-Venturers: Independent Contractor; No Agency Relationship..
Nothing in this Agreement is intended to or shall establish the Parties as partners, co-venturers,

or principal and agent with one another. The relationship of Developer and City is and shall
remain solely that of a debtor and a creditor, and shall not be construed as a joint venture, equity
venture, partnership or any other relationship. City neither undertakes nor assumes any
responsibility or duty to Developer (except as expressly provided in this Agreement) or to any
third party with respect to the Project or the Loan. Developer and its employees are not
employees of City but rather are, and shall always be considered independent contractors.
Furthermore, Developer and its employees shall at no time hold themselves out as employees or
agents of City. Except as City may specify in writing, Developer shall not have any authority to
act as an agent of City or to bind City to any obligation.

12.15 Time of the Essence: Calculation of Time Periods. Time is of the essence for
each condition, term, obligation and provision of this Agreement. Unless otherwise specified, in
computing any period of time described in this Agreement, the day of the act or event after
which the designated period of time begins to run is not to be included and the last day of the
period so computed is to be included, unless such last day is not a business day, in which event
the period shall run until the next business day. The final day of any such period shall be
deemed to end at 5:00 p.m., local time at the Property. For purposes of this Agreement, a
“business day” means a day that is not a Saturday, Sunday, a federal holiday or a state holiday
under the laws of the State of California.

12.16 Governing Law; Venue. This Agreement shall be governed by and construed in
accordance with the laws of the State of California without regard to principles of conflicts of
laws. Any action to enforce or interpret this Agreement shall be filed and heard in the Superior
Court of Napa County, California or in the Federal District Court for the Northern District of
California.

12.17 Inspection of Books and Records. Upon request, Developer shall permit the City
to inspect at reasonable times and on a confidential basis those books, records and all other
documents of Developer necessary to determine Developer’s compliance with the terms of this
Agreement.

12.18 Political Activity. None of the funds, materials, property or services contributed
by City to Developer under this Agreement shall be used for any partisan political activity or the
election or defeat of any candidate for public office.
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12.19 Non-Liability of City Officials, Employees and Agents. No member, official,
employee or agent of the City shall be personally liable to the Developer in the event of any

default or breach by the City or for any amount which may become due to the Developer or its
successor or on any obligation under the terms of this Agreement.

12.20 Conflict of Interest.

(a) Except for approved eligible administrative or personnel costs, no person
described in subsection (b) below who exercises or has exercised any functions or
responsibilities with respect to the activities funded pursuant to this Agreement or who is in a
position to participate in a decision-making process or gain inside information with regard to
such activities, may obtain a personal or financial interest or benefit from the activity, or have an
interest in any contract, subcontract or agreement with respect thereto, or the proceeds
thereunder, either for themselves or those with whom they have family or business ties, during,
or at any time after, such person’s tenure. The Developer shall exercise due diligence to ensure
that the prohibition in this Section is followed.

(b) In accordance with Government Code Section 1090 and the Political Reform Act,
Government Code Section 87100 ef seq., no person who is a director, officer, partner, trustee or
employee or consultant of the Developer, or immediate family member of any of the preceding,
shall make or participate in a decision, made by the City or a City board, commission or
committee, if it is reasonably foreseeable that the decision will have a material effect on any
source of income, investment or interest in real property of that person or the Developer.
Interpretation of this Section shall be governed by the definitions and provisions used in the
Political Reform Act, Government Code Section 87100 et seq., its implementing regulations
manual and codes, and Government Code Section 1090.

SIGNATURES ON FOLLOWING PAGE(S).
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IN WITNESS WHEREQF, the Parties have entered into this Affordable Housing Loan
Agreement effective as of the date first written above.

CITY:

CITY OF ST. HELENA, a California municipal corporation

By:

Print Name:

Title:

ATTEST:

By:

APPROVED AS TO FORM:

City Attorney

DEVELOPER:

CALISTOGA AFFORDABLE HOUSING, INC,,
a California nonprofit public benefit corporation

By:

Print Name:

Title:
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Exhibit A
LEGAL DESCRIPTION OF THE PROPERTY

Real property in the City of St. Helena, County of Napa, State of California, described as
follows:

COMMENCING at a point on the Southeastern line of Pope Street, distant thereon 126 feet and
7 inches Northeasterly from the point of intersection thereof with the centerline of the main tract
of the Southern Pacific Railroad Company; running thence Northeasterly, along said line of Pope
Street, 50 feet to the Southwestern line of the lot of land heretofore conveyed to Emma R. Davis
Mooney by Deed recorded February 25, 1889, in Book 45 of Deeds at page 73, said Napa
County Records; thence Southeasterly along the Southwestern line of lot conveyed to Mooney,
150 feet, more or less, to the middle of Sulphur Springs Creek; thence up the middle of said
creek, in a southwesterly direction, 50 feet, more or less, to the intersection thereof with a line
drawn Southeasterly through the point of commencement and parallel with the Southwestern line
of said lot conveyed to Mooney above referred to; thence Northwesterly, along last mentioned
line, 180 feet more or less, to the point of commencement.

APN: 009-090-003
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Exhibit B
FORM OF PROMISSORY NOTE
(Attach form of Note.)
Exhibit C
FORM OF DEED OF TRUST
(Attach form of Deed of Trust.)
Exhibit D
FORM OF AFFORDABLE HOUSING REGULATORY AGREEMENT AND
DECLARATION OF COVENANTS
(Attach form of Regulatory Agreement.)
Exhibit E
FINANCING PLAN
{Attach approved Financing Plan.)
Exhibit E

FORM OF CERTIFICATE OF COMPLETION
(Attach form of Certificate.)
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Turley Financial Report

In 2009-2011 CAH researched the housing development concept called “modular factoty construcdon”
including visitation to several factodes in N. California and the VP of the ZETA Cotpomtion of San
Francisco meeting with the CAH board. In 2012-2013 CAH began working with # third party consulting
company, hybridCore of Santa Rosa, and the architectural fiem of Facrell and Faber Assodates (partners with
hybridCore). hybridCore builds individual and multifamily housing units by combining stick built concepts
with a modular core- a hybrid constrocton model.

The hybridCore designed Turley Flats that was approved by the St. Helena Planning Commission in August
2013. It was envisioned as fully equipped units being delivered to dhe site that included built in appliances
and interior/extetior painting. Some of the benefits of the modular concept included: eliminating the
“prevailing wage” legal requirement, 2 6-8 wk. construction time period, and sq. fc. cost estimated at below
$100 for the factory units.

CAH uscd a Design and Build Team concept to design and plan the project that included two architectural
fitms, three engineering firms, » site work contractor, a general contractor, hybridCore representatives, and
CAH  represenmtives, The team created two financial feasibility budges— a  moduler
construction($1,474,347)plan, and & stick built ($1,578,397). Though the costs estimates were close CAH
decided to use the modular numbers because the factory bid is actually a closed end contmact without any
open items, whereas the stick built bids had several TBD, or allowance number provided. The stick buile bid
was not a closed end contract but had some items that required contingency funding.

Current Financial Data

e Jan. 10, 2016 project costs - §2,931,542 (without land)

¢ Unit costs per sq. ft.-$229; factory Core unit costs per unit- $94,000; and per unit sq. i cost- $112
sq. ft.

e Toral cost per unit costs- §366,443; City loan per unit- $87,500, County loan per unit- §81,250

e Estimated Residual Cash for grant/loan repayment per year- §15,000, or $3740 payment to City
loan/grant

e Current financial gap-$126,942 that still needs to be raised

‘Why Costs Increased in 2016
¢ Fagtory core units Three factory good faith estimates in 2015 were within 2013 budget projections.
And the pre-development costs(architects, engineering, etc.) expended in 2015-2016 were also within
the 2013 budget. Feb. 2016, the three factoties working with CAH stated that they were changing
their product priorities and would not be able to construct the type of units CAH needed. CAH and
hybridCore began a search for factories willing to build our core units. Two new factories were
found in Southern CA but the costs per sq. f. were way beyond our budget. In Apdl 2016,
hybridCore reorganized their corporation and the corporation’s VP (their factory livison officer) left
the corperation. CAH continued searching for a factory willing and capable to produce our core
units through the 2016 summer. In July hybodCore principals created a new cotporation called
hybddBuilt that operated on different business plan than hybridCore. August 2016, the new
hybridBuilt was able to obtain 2 bid from the Silver Crest factory(s Champion Company) in Corona,

1

Agenda Item #4.1.

Page 158 of 287



Attachment |
ra\
=AH

CA. Their November bid for purchase of the core units increased onr budget from §550,000 to
$647,336 a net of increase of $97,336 or 18% increase. CAH has accepted their bid and will be
signing the conteact following the City's approval of our agreement.

Time delays 2013-2015 CAH worked with three City Managers and two Building Dept. directors
and staff in obuaining graot/loan city funding and agreement conceming requised codes, and building
standards. CAH is very appreciative of the working reladonship of the new City manager Jennifer
Phillips, and Planning Dept. Director Noah Housh. With theit artival progress began to be rmade on
the Tudey project. CAH and the City completed the agreement on the project in November 2015
and continved to work on construction standards and specific items such as storm water
management and other environmental issucs through Novemnber 2016,

In November 2016 CAH made application for City and State Building Permits. It’s the intent of
CAH and its construction partners to begin construction as soon as the permits are granted and the
weather is more cooperative. The construction fimeline would be April 1— August 30.

Local construction cost increase  Following the Napa earthquake and the Lake/Napa county fire,
a large increase of construction work in the county caused a latge ineredse in construction wotk and
costs. In the summer of 2016, CAH began the bidding process. CAH also reached out to non-loeal
construction companies familiar with factory units but found that the San Joaquin valley contractors
weten't interested in Napa work. CAH was able o obwmin four local bids for the non-factoty
construction. The bidding process showed 2 §$1,500,000 financial gap with the majority of cost
increases being due to the county’s sbundance of work, ss well as the project’s three story design.

One of the reasons for the large increase was that our General Coniractor depends upon
subcontractors to complete the various non factory construction items, The subcontractors had an
abundance of local wotk causing a “supply and demand” bidding war that drove up the costs of
construction. Also many subcontractors were too busy to even bid on the project. CAH made a
decision to find a General Contractor who didn’t depend upon subcontractars but used their own
work crews. CAH chose Helmer and Sons of Angwin, and retained Paul Coates Construction as our
builder’s rep. to continue the work already in progress and to advise Helmer regarding cost savings
items already set in motion. Paul Coates also agreed to continue as the project’s liaison to the City.
The Helmer contract is §647,336 and includes the costs of the fctory unit’s mansport from the
factory, setring them on site, and connecting the units regarding electrical, plumbing, and mechanical

Funding the Turley Project

Bank and governmental funding CAH began this project as a local community project. CAH
has searched for and applied for several povernmental financing programs such as HOME loan, tax
credits, and CDBG grants but without success. It is not unusval for a small (less than 40-50
units)ruezl housing project to not teecive these grants/loans. The tax credit program is the most
used financing strategy that normally provides funding to £ll the gap. Gap funding for this project is
defined as funds necded beyond the First Community Bank commercial construction loan. The
project’s financing plan in 2013 was to obtain a construction loan (tmuch like a geticral contractor)
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that covers 90% -100% of the projects expenses. These construction loans nommally cover 80% of
the appraised value of the completed project. The First Commumty Bank construction loan was
based upon approximately 60% of appraised value. It is important to understand that affordable
housing projects ace limited to smaller loans because the yearly rents do not produce the same
amount of rent income as a macket tate project of the same size and design. This is THE challenge
of affordable housing construction financing.

A recent nadonal study on housing appraisal values stated that since the recession, commercial
propertes ace valued at 2 Jessor value than their actual market sate value. The Tusley project’s rental
rates ace set at the 75%tle of the Napa County HUD Average Median Income (AMI) level
Affordable Housing projects that meet the 60%tile { HUD subsidized projects must have a large
percentage of the units at or below the 60%tile) need higher amounts of govemmental type graats.
So because the Turdey project isn't likely to obwin any HUD grants/loans, CAH nceds to seck
funding locally. The St. Helena housing matket (rent rates) are actually higher than those in the dites
of Napa and Calistoga because the cost of living is higher in St. Helena,

Matching grant/loans  The increase in the construction costs requited CAH to find and
negotiated a matching grant/loan program with the county to include the City of St. Helena and First
Community Bank CAH is very appreciative of the quick and positive rcsponse by City staff and
council The county and bank have processed the matching grant/loan requests through their
processes such as new appraisals and underwiiting and ztc awaiting the City’s decision.

CAH Commitment CAH needs to have the final approval of the Ciry’s funds so it can pay for the
building permits and have funds for the various fees and earnest monies to begin the demolition and
site work until the Bank monies are available. CAH is committed to tuising any and all funds needed
to complete the project. CAH has already applied to several foundations for the current gap of
$126,042 including Home Depat, Gasser Foundation, Lowes, and local banks. Helmer and Coates
construction frms are also committed to reducing expenses. The lack of funding for affordable
housing is the #1 reason why there isn't sufficient housing for the county’s growing work force.
There is some NYBY ism bur if you need to develop smell infill or small multifamily projects of less
than 40 units, it will require some form of additonal funding. For ruml projects, that additional
funding normally comes from local sources such as grants, low interest loans, sweat equity (McCorkle
project), or in kind donations.
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Attachment |
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31100000
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0
$1.300.000 00 Land oS = 3 -
Community loas Increase pencing $100:000 5¢
700,000 9 Legal et 33000003 . 3 -
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am Cemtrucion Loan Fees 1 $14590.00 %
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(9] 000 Land 050 i
[ s8] 0o Bulidng (1] D 1400
;moe Ransb 000
Ree Towd: [1] Acwal Purthese Pric 3 .
Tausl 0§ - Yaafnempt detd 1.0 200 00 CCA Dyv 3 .
woo 158 4% Tas! oA JosiOevCosimius - |
000 (3] sovan o) Costs 1 =
Recaining Cash 1 Lamme
s 5
1758108 1,334,168 DO
000 § - $ .
oo § -8 [ ] .
wos ] -
Total § S

. 2 e

Page 161 of 287



Agenda Item #4.1.

SIIIS wWE ({1} e ez 113 mz IR ez wiz e (T[4 me 14 mz oz
HITALT U8 S 2007 u :-u u uz.r. a E-u a 23 T OIS 8 SOTS T MRUE §8 ws 5 BD¥S S KYE $ 1055 ¢t DSy $ 008 ¢
usrt e s w2 $ e $ me i pec s 8ot $ ne s Mt s o g e $ T
05T S ...n.Eu.-a Sn.tn.; Senun.-u nl.non._.n Bn.nﬁ.-u 008'I3T'LS ECINZE'S £ DOL'ICCUS 0OF'EHL'E & CCC'ZSC'IS OOUEUE'S $ OOCSLCE § COVIec'l S 00O'DOMY S
e § [0 S DL % CCI'G $ 999 £ OMu's $ ECSB  $ 1906 $ ooYaL § CEUOL S LOFIL § 0OLIL ¢ EEAZL S 957 S8 - s
¥y 1 14348 13U [EE ] TET ] 11308 £ ) 1430 153U 153U LAY H3us [Fe ] T 1SNV peanoyY
[T 1y 43 [Te) 1) (= 143u8 [¥E ™) [¥e ™ 12338 193u8 1538 13U 23y 13U $  mdows Buwmbeg
%300 -
HOZol § CLUo'gl ¢ EZECL S LOZL % 09Nl S O9S0L ¢ 6sYe 8 escw $ /T $ W2 g YL otz ] [ S mya 8 e
[ S $ - s $ - | 2 $ - | S [ S s - | | S £ H $ - [} -
Tr - ¢ - & s - &% - & - & - & - & 7 °¥F T - % /73 $ e n e
- - - - - - - - - - - - ——
s - s - st - | s - § - s - | I T - | g t - H “spuapy
P04 0§ YOEDL S CLOYL f WIS § SrDE S ZoCol S 0SKDL & Doo'e $ 9Ci $ SDMEN 6 LZZC) 0§ bEO'SF S BCOIL § &M% 3 s .1...“...“_

ZDEPE e L L T

oty T iy 4] ST Ty w o 8t s " sS4k 7w e 0w =

s - [ I [ s - s - s - s - s - [ B | s - s o H s
08 § PN S GK'08 $ X005 OWIDG S GYIDS § Gri'0a § @ri'08 $ Sr'0E § 06 5 O¥06 S E¥I'DE £ GvI'D8 & OKIOG oo i=tariens
b $ - s - L § - s - $ - s - L]
[ TS 1y 11} [ 8 [~ 12418 ST it J1%% 500 105'90 mor st vid'rl  Tos'tot sat'zot Il <1 7eo'oos ——
AE'vr S TOICP S FiLTv $ 2401y & fouor & bOOEC S OSOWE  $ CWIMC S TEOWC % YOAST % JS0'SC ¢ TOZHC S QOCLC ¢ vSSITC ¢ DRXIc S -y
21 : Iy iTp Ty 5 7 i 5y By 272 oy it 0S8 5 B¢ e
i R ] b I - . . M | e 1 T T i T -8 gy
80CL S O 3 659’9 § Ze9D S 9ZE0 S 6eCD S MTY  § T S ries £ ou's s 85 8 s $ X5 $ XS oot's § ——
9560 § TS 8 BLI'E S SPLSL 8 loE'sE § mEhl  § 120§ vel'ML $ GIBTL $ ST % opZCl S CZEZL § moUel  § OO 000Z8 8 e
SIDE § ZAWC 8§ oC ¢ oMt & T § L $ 02T § exT S 'L $ SSOT $ 008F % Q06T $ T t T [Ty $ s———
WSt § ¥OCLs $ NI % BSSOL § AVOL S LKTDI S IA8A S NS § 0OS's 8 suwe $ 1s0  § oW $ 9ws  § s ooz § ——
TRy
oun.u— $ hua.oﬂ 5 ﬂ_qha— u wnn.uu— 5 —v—.um. 3 _.en.na- } ] va.n! ] Eﬂd'— $ 060rPl % BOGIPL  $ ILO'BCL 3 WOFICI S LELSTI S IGNEEL  $ ¥EZICL 8 Ly
5 < n ~ D 5 D v
ann.nu_ [] Eu.ﬂp [] nﬂ.ﬁ- u uﬂn.mnp t _-n.«m_ H 5».3- s ..mv-: s S«dz S OSUYYL § BOEIPL % LLOUNCE § FOUUCL S LGESTY § IBLEEI 8 VRIMEL & e sy
73 2 Fa 3 L1 41 Bl Ot Sy 20 LD ‘AR,
-8.2- < v-ﬂdo- ) oa.nu_. % Evﬂ— ] ng.sn-  § _.-n.cn- ] Eﬂnﬂ k] nme.nno $ ZUUISL $ Ivverl 8 ZETiv) % iSOkt S EISZYE S 108°0PF S OLWCL 8 -ll.!h
st vl €l 0 Ll o ] [ L L] € r € z 3
otz [ 744 [ ;4. oz <4 st noe ttot 44 oz oz [ 14 e [l -—ﬂg
g -
(7] %003 skousowp, peanpeIS
nan oo L -t ——vesntey R R
[T L AN e . —— D e W

| UBLIYDERY

Page 162 of 287



Agenda Item #4.1.

Attachment |
Turley Fiats 1Nnyvay
St. Halena, CA
Income/Expense Schedule
INCOME SCHEDULE
2016 2018
Household Slze AMI(75%) 1 FMR QOthar Incomes: Annual Por Unit/Math
1 0BR 5 0.00
2 1BR § . Tenani Charges 5§ - 000
3 28R Vending s - 0.00
4 § 6553 2BR § 1500 Other s 0.00
45 6553 3BR § 2186 Total [ -
8
38 contract shove
Rent % #Unlts GrossRent Utlilty Allowan.  Net Rent Rent Restriction Annual GRP
2 BR 7500% 4 $ 1 5564 § - 86,768
3 BR 75 00% 2 5 1607 $ 3214 3§ - 33,568
2 BR 75 00% 2 § 19 5 2782 § - 33.384
3 BR 0.00% D s - 5 - § - 8§ - -
3 BR 0.00% 0 $ - § - 8 - 8 - - f
3 BR 0.00% ] $ - s . H - ] - -2
4 BR 0.00% o H - § - H ] s - -
4 BR 0.00% 1] 1 - H - H - s - -
1 Manager's  000% 0 H - S -3 - 3 . —
Total ] $ - 138,720
Vacancy Rats: 500% H 375
H 50
OPERATING EXPENSE SCHE]
Apnusl  Peruoit Annys| Por\n
Administrativa Utifitles
H D 1 . Eleciricity/Gas  § 4000 S 50000
Other Admin. § 100 & 1250 Water H 4500 § 562.50
Offica Salarie § - 8 - Sewer 5 3500 $ 437.50
Offica Supplies § - Trash Removal __§ O 1 -
6144 5.00% Management $§ 6,900 § B8250 Total [ 12,000 § 1,500.00
Manager Sal; $ LI 1 -
Legal Expenses $ - Taxes and Insurance
Audiling Expe $ 600 § 7300 Resl Estale Taxes $ 100 § 1250
Bookkeeping/ § 600 § 7500 Payroll Taxas 1 - 8 -
173 Phonefintent § - s . Misc. Taxes/Penmis s -
9000 Compliance F $ - § - Property/Lisbifity Ir $ 5000 $ 825.00
All Othst $ R - 1500 MIP Sarvice Charge H -
Tatal S B200 § 1,025.00 Workars Compenst § - § .
Health Insur./Benefils s .
Op & Malntanance Other Insurance  _$ L ] -
Payroll H - Total H 5100 § 833
Suppies § 100 $§ 1250
Contract H 500 § 8250 Social Servit Salary s - 8 -
Exterminating § - § - Activities 3 - 8 -
Trash Remaval H . H - 8 -
Security Payroll H .
Vehicle Repairs s . Tots! Operating Expensas $ 20000 §  3,500.00
Snow Remov § - § -
Grounds Con § 800 § 100.00 Replacement Rasarve ] 3760 S 600.00
Repairs Payrol $ .
RepaisMate § 500 § 6250 Total - 3,780 § 397000
RepaisContt 8 500 § 6250
Extranrdinary Repairs 3 -
Elevator - 200 § 2500
Heating/Cocling s .
Decarating St $ - 8 -
Decorating Conlract H .
All Other S 100§ 1250
Total § 270 § 23750
708
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Hard Costs

Land costs

Site work costs
factory units costs
site work cantigency
Total construction

Soft costs

Legal fees

Building permit

Loan interest (6 month:
Loan fee {1%)
Developer fee

Title, recording
Washer./dryers
Architect fees
Sprinklers

Builders Rep
Pre-development loan
Relocation

General Insurance

Total soft costs

Total Costs
Contruction costs
Soft costs

Total Projects costs

Turley Budget Overview
Jan. 2017
Data
# of units
$1,724,556 2 2bd, 1 ba
$647,336 4 2bd,1ba
$60,000 2 3bd, 2ba
$2,431,892 Total 8
Total Building sq. ft,
unit sq. ft costs
5,000 Building S. ftage cost
$185,000 Unit ave costs
549,750
$14,000
560,000 Financing
$3,000 First Community
$8,500 City grant/loan
$5,000 County grant/loan
420,400 land
$35,000 pre-paid loan fee
$100,000 pre-paid core fee
$5,000 community grant
$5,000 relocation pre pald
$499,650 Total Financing
Cost vs Income
$2,431,892 income
$499,650 Expense
$2,931,542 gap or gain

727
826
979

Description sq. ftag Total ftage

1,454
3,304
1,958
6,716

12,794

$96.39
$229
$336,442.00

51,400,000
$700,000
$550,000

$13,000
$12,000
420,000

$3,500

$2,798,500

52,798,500
$2,931,542
-$133,042

Agenda Item #4.1.
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Turley Flats
St. Helena, CA

Debt Analysis

INCOME
Gross Potential Rent

Less:Vacancy, Credit Loss:

Net Rental income

Total Other Income
Effective Gross Income

DOCR LOAN:

DCH:

Base Rate

Rate Markup
UNDERWRITING RATE

Amortization

Min. Monthly Payment
MAX DSCH LOAN
Maximum Approved Loan

MAXIMUM LOAN

ANNUAL DEBT SERVICE
FINAL DCR

135,600
{6,780}

128,820

128,820

$7,381.00

1,300,000

1,301,290

1,301,000

50,226
1.932

4185.462916

EXPENSES

Total Operating Expenses
Replacement Rasarves
Total Expenses

NET OPERATING INCOME

Subordinate Debt:
DCR:

Base Rate

Rate Markup
UNDEBWRITING RATE

Amortization
Min. Monthly Payment
MAX DSCR LOAN

Maximum Approved Loan
MAXIMUM LOAN

ANNUAL DEBT SERVICE
FINAL DCR

5 28,000
5 3.760
5 31,760

5 97,060

30

57,353.03

S 1,226,424
5 {1,120,364)

0.000

Turley sources and uses1.1.27_17budget.xls DEBT 1/27/2017 12:10 PM
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Turiey Flals 2rRm7
St. Helona, CA
Income/Expense Schedule
INCOME SCHEDULE
2016 2018
Household Size  AMI(75%) 1 FMR Other Incoma: Annusl Ber Unit/Mnth
1 0BR Laundry 5 0.00
2 1BR § - TenantCharges 5 0.00
3 2BR vending $ - 0.00
4§ 65531 2BR § 1,500 Cther ] 0.00
4 § 65531 3BA & 2188 Total H g &
[}
58 contract above
Rent % #units  Gross Rent  Utility Allowan:  Net ftent fant Restriction  Annual GRP
2 BAR 75.00% a4 $ 130 5564 § - 66,768
3 -1} 75.00% 2 $ 1607 $ 3214 § . 38,568
2 BR 75.00% 2 s 139 $ 2,782 § - 33,384
3 BR 0.00% 0 $ . $ = $ s e B
3 B8R 0.00% [1] $ c ] c $ . $ = -t
3 BR 0.00% 0 $ 0 $ . $ - $ - -a
4 BR 0.00% ] $ . $ - 8 - - -
4 BR 0.00% [} $ e s g $ . $ S =
1 Manager's  0.00% 1] $ - $ - 8 $ S +
Total 8 $ . 138,720
Vacancy Rate: 5.00% H 75
$ 50
OPERATING EXPENSE SCHE!
Annual  PerUnit Anpual Por Unit
Administrative UtiHities
Advedising § - S - Electichy/Gas  § 4000 S 500,00
Cther Admin. & 100 § 1250 Water $ 4,500 % 662,50
Office Salarie $ - § - Sawer $ 3500 $ 437,50
Offica Supplles H - Trash Removal  § - _ 8 -
6144 5.00% Management § 6800 § B&250 Total EH 12000 § 1,500.00
Manager Salc § - 8 -
Legal Expanses $ - Tazxes and Insurancs
Auditing Expe § 600 Feal Estate Taxes $ 0 8 12.50
Bookkaaping’ § 600 § 7500 Payrol Taxas $ - 8 0
173 Phonafintem § - § - Misc. Taxes/Permits $ .
8000 Complance F$ . § - Property/Liabllity Ir § 5000 § 625.00
Al Othet $ - 5 - 1500 MIP Service Charge 5 -
Total $ 8200 $1,025.00 Workers Compent § - 8 -
Health Insur./Banafits $ o
Op & Maintenance Othar | S -5 .
Payrol 3 - Total H 5100 § (kL]
Supphies $ 00 § 1250
Contract 1 500 § 8250 Social Servic Salary s o $ S
Exterminating § O § - Activities $ - 8 -
Trash Removal $ 5 H - 8 .
Sacurity Payrol $ -
Vehicle Repalrs $ - Total Operating Expenses $ 28,000 § 350000
Snow Remov § - 8§ .
Grounds Con $ HOO $ 100.00 Ropiacement Reserve $ 3760 § 6500.00
Repalrs Payrol $ &
Rapalrs Mate § 500 $ 6250 Total H AN,760 § 397000
Repalra Conti § 500 $ 6250
Extracrdinary Repalrs $ .
Elevator $ 200 $ 2500
Heating/Cooling $ -
Decoraling St § = 8 -
Decoraling Contract s -
All Other H 100 $ 1250
Total § 2700 § 33750
708
Turley and| 1927 Vel A
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Heimers Construction Bid (same as p

Turlay Flats Hdmars 172817 b feormnucaon bt
51, Helena, CA inreema inflason T Ve, § P28 Dabe:
Canh Fiow Protorma [N — 25 Yoar 1 Vacaney: .
Stabilized Vacancy: 5.00% 9.00
- 8 Yaar
2018 2017 2018 2018 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
1 2 3 4 5 6 7 8 k] 10 1 12 13 14 15
BCOME
Crcma Poamrad s $ 138720 § 140,80t § 142913 § 145057 $ 147232 % 149,441 $ 15682 $ 153958 $ 156,267 $ 158,611 $ 160990 § 163405 $ 165856 $ 168,344 $ 170,869
=V y, CreditLoss _§ {6.936) § (7.040) % (7,146} & (7.253) $ (7362} § (7.472)_% {7.,584) § (7.698) $ {7.813) % 931) $ 0,050} $ 8,170} $ (8293} $ (8417} $ 8,543)
Pt Flarzal coms $ 131,784 § 133,761 $ 135767 § 137,604 § 139871 § 141,969 § 144, [ 146260 § 148454 § 150681 $ 152941 § 155235 & 157,563 $ 159,927 § 162,326
Fotd Gt bt S - - $ - ] - 8 - s - 8 - $ T - s - $ - s - S - 8 - 8 -
e e o inczime $ 131,784 § 133761 $ 135767 § 137,804 § 139871 § 141969 $ 144098 § 146260 $ 148454 $ 150681 $§ 152941 $ 155235 $ 157,563 $ 159927 § 162,326
EXPEMSEN
Adrraamme $ 8,200 8,405 $ 8615 $ 8831 $ 9,051 $ 9278 § 9503 § 9747 $ 5991 § 10241 § 10497 § 10,759 $ 11028 § 11,304 § 11,586
Warmarmree H 2,700 2,768 § 2,837 § 2908 $§ 2980 $ 3,055 $ 393 § 3209 % 3290 $ 3372 % 3456 $ 3543 § 3631 § 3722 § 3,815
Upliy $ 12,000 12300 § 12,608 § 12923 $ 13246 § 13,577 § 13916 § 14264 § 14621 § 14986 $§ 15361 $ 15745 § 16,139 § 16542 $ 16,956
Tame sctinsance $ 5,100 5228 § 5358 § 5402 § 5620 § 5770 § 5914 § 6062 § 6214 § 6369 % 6528 $ 6,692 § 6,859 § 7030 § 7.206
Sorss Berwoes. $ - -8 ] - 8 - 8 - § - $ -8 - 8 - 5 - 8 - 3 - $ - $ -
[[SYREL PV TR $ 3,760 3854 % 3850 § 4049 § 4150 S 4254 % 4360 § 4469 § 4581 $ 4,696 $ 4813 § 4923 § 5057 § 5183 _§ 5313 $67,424
Tousl Exerum $ 9,760 $ 32554 § 33,368 $ 34,202 $§ 35057 $ 35934 § 36832 § 37750 § 28695 $ 30664 $§ 40655 § 41672 § 42,714 § 43762 § 44,676
Mot Cparating o 100,024 101,207 102,388 103,602 104,814 108,035 107,266 108,507 108,757 111,017 112,285 113,583 114,850 116,145 117,450
s - s - 8 - 8 - 8 - S - S - 8 -
RERT SEAVKE
Fru lscroge $ 90,148 90,148 § 90,148 § 90,148 § 90,148 § 90,148 & 90,148 $ 90,148 § 90,148 § 90,148 $ 90148 $ 90,948 § 90,148 § 90,148 § 90,148
$ - 8 - $ - § - $ - 8 - 8 - 8 - 8 R ] - 8 - $ - $ - 8 .
ocR: 1im 1.12 114 1.15 116 1.18 1.19 120 122 1.23 128 1.26 127 1.28 1.30
Cnts Flovw st Lborigoage 3 9876 % 11,053 § 12,251 § 13454 § 14666 § 15687 § 17,118 § 18359 $§ 19609 § 20869 $ 22137 $ 23415 § 24702 § 258997 § 27,302
EEES
P s Crare $ - $ 12,649 § 12,839 $ 13031 § 13227 §$ 13425 § 13627 § 10000 $§ 10,150 § 10302 § 10457 $ 10614 § 10773 § 10934 § 11,008
Datarad Fus - $ - 8 . 1 - 8 - 8 - 8 - % - % - 8 -8 - 8 - 8 - 8 -
P 5 - - 8 5 5 - - - - 5 . -
Covh Flowr 1o Do Few $ - S - $ - b3 - $ - $ - $ - S - 3 - $ - $ o $ - s = $ =
Teoot $ - 5 - $ - 8 - 8 - 8 - S B $ - 8 - 8 - 8§ - % - $ - 8 - 8 S
Cash Flow aher Fass $ 9876 % - $ - $ 422 % 1,439 § 2462 $ 3492 § 8,358 § 9459 $ 10,566 $ 11,680 § 12801 § 13923 $ 15063 $ 16,203
B oty 0.00%
Baginning Principal  $ - #REF #REF! #REF] #REF! #REF1 AREF! #REFI #REF] NAEF! #REF! #REF| #REF! ¥REF! NAEF!
Accrued Interest  § o #REF! #REF! #REF) #REF! #REF! HAREF! #REFI #REF] HREF! #REF! #RAEF! #REFI ¥AEF! #REF!
$ - s 12567 § 12,133 § 1,700 $ 11,267 § 10,833 § 10400 § 9967 % 9533 $ 9,100 § 8867 § 8233 § 7800 $ 7367 § 6,932
$ 1,400,000 $ 1,387,433 $ 1375300 § 1,363,600 $1,352333 § 1,341,500 $1,331,100 § 1,321,933 $1,311,600 $ 1,302,500 §1,293B833 §1,285600 § 1,277,800 $ 1,270,433 $ 1,263,500
$ 322 § 319 § N6 § 314 $ 31§ o9 § 306 $ 304 § 302 $ 300 $ 208 $ 296 $ 204 § 292 § 29t $ 4572
$ 5600 S 5,550 § 5501 § 5454 § 5409 § 5366 § 5324 $ 52085 § 5246 § 5210 $ 5175 § 5142 § 5111 § 5082 % 5,054 $79,51
21 2181 2181 2181 2181 2181 2181 21 2181 2181 2181 2181 213 218 218t $232,7115

Tty SOMTHS Ml UBSA 1.1 27 $Thuciged sy Cash Flow Prokeing. 127/2017 1210 PM
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1 A ) i E 1 [ 1 1] 1 3 T F | 4 1] L] L ]
1 [Turley Flsts Helmers 1/2717 bld (canstruction budget)
[ 2 |5¢. Helena, CA
[]
hybridCore pre paid les $12,000
(Cash on hand (from Pope SL rent Incoma) $2.500 USES Total Cost
Land valus $0
First Community Bank loan - $1,200.000 Land 3000 $ et -
First Community koan Increass panding $300,000
S1. Helana housing loar/grant $700,000 Logal fese $5.000.00 8 £ 8 -
County housing grant-panding $850,000 Halmar bic w' contingency $1,765,330.00 3 -
Community donations, {on hand In bank) 520,000 kybridBuilt core units. 5847336500 i3 -
$13.000 Contingency lor satiings, freight s0.00 s =
13]City Proformanca bord payment $34.814 vatar haatsr $0.00 $ -
tolsl 52,833,114 Satting units 30.00
Washer/dryers (8 pr) %$8,500.00
GAP 373818 sales tax, {included in factory bid) $0.00 $ -
$2000.920 Building Permits city) $80,000.00 s =
Architect fes for Stats buikding permit 35,000.00 ‘3 =
Garage sprinkisrsiconlirned) $20,400.00 $ =
20 CALCULATION OF FEDERAL CREDIT EQUITY Unit costs nat in factory bid $0.00 ‘s -
Canatruction Interest 5.5% $40,750.00 3 =
8000 Construction Loan Fees 1.0% $14,000.00 3 =
£ |Eligitbie Basis (NC/RH) Buikders Risk Insurance in Halmar contract 30.00 3 - =)
Daduction lor Histeric Crodit buildars rep{Paul Coates) $35,000.00
4 |Additional Basis Daductions-Grants Titte and Recording $3,000.00 1
QCT/DDA Increase Ceveloper fes $£0,000.00
Total Qualified Basis (Aoq.) Relocation of lanants $5,000.00 3 =
Total Qualified Basia {NC/AH) 3 =
3 [Applicable Fraction school impact (eas-waived $0.00 $ =
i [Applicable Credit Rate (Acq.) Misc. General Kability insur $5,000.00 L] -
Applicable Crecs! Rate (NC/RH) Misc Demotion- included In sile work $0.00 3 =
Total Annual Credit Pre-clavelopment costs(spanl} 100,000 $100,000.00
3 [Maximum Allocated Cradit Construction Contingency $60,000.00 H =
Total 10-Yaar Credit x &5 S Pralormance Bond 34,614.00 3 -
Jiry e 3 -
50.00 s 5
3 =
[CONSTRUCTION LOAN CALCULATION L] =
14 | Tolal Project Costy $2408.417.00 L] &
o [Deducted Acquisition Costs $0.00 5 =
[Decuctad Post-Construction Coats $0.00 s -
(Daducted Resarves $0.00
[Available Soft Funds *AEF
Estimated Construction L.oan #REF! 3
$ -
[48|CONSTRUCTION LOAN INTEREST CALCULATIGN
[47]Estimated Conatruction Loan $1,400,000.00 3 3
[28]interast Rate 550%
Lis |Construction Pariad (Mos.} 8.00 . 8 .
[ 40 |Estimated Conat. Interest $34,500.00 Tatal Costs $2.506.930.00 3
51 |Pius one month rent up $11,250.00 1
[22]Tatal $40,750 80 363,306.25 Cast Par Unit w land
FEE PERCENTAGES CASH ANALYSIS
| 58 |ACQUISITION PRICE Amount 9% Developr Fen 000 § 438,040 First Morigage 3 Ape
Existing Morigage $0.00 Local HOME 3
[Flax Subsidy $0.00 Jan-00 50% TEST Tax Credit Equity 3 .
Rasicual & Escrow $0.00 Land 0.00 _i;._!u:-m-n! Rasen 3 -
Other 30.00 Building 0.00 otal Sources 31400000
| 8 |Other $0.00 Rshab 0.00
[81]Cash $0.00 Total: 0.00 Acwal Purchase Pric 3 -
Total 30.00 5 «  Tax-Exempt debt 1,400 000.00 CCA Dev ] -
|83 jLand $0.00 15% £0% Test soIv/L Total Dav Cost miny 3 -
1 84 |Buikding $0.00 5% 0IvR1 Totai Costa -
&8 [HARD COSTS Remaining Cash 1m0
# ISite Improvament{in hard cost) $ -
53 Hard Constructionfhard cosls) 1356166 1,258 188.00
a3 |Genoeral Requirements (hard costs) 3008 § - & .
| 7 Dvachaad (hard costs) $002 § 2. 5 LI | .
[ 71 [Profil {hard costs) 30.08 $ -
| 72 Bond Premiumihard costs)
73 [Parmits and Fisa [Bard coats
74 Total § .
74 Hard coel per unit -
T
7y

Turloy sources.and uses! 1.27 1 Thugel e Sources-Usen 12172017
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Turley Flats 12707
St Halena, CA
Income/Expense Schadyls
INCOME SCHEDULE
016 2015
Household Size AMI{TS%) 1 FMR Other Incoms: Annyal Por UnitMnth
1 0BR Laundry £ 0.00
2 1EBR § - Tenani Charges 5 .00
3 2ER Vending § - c.o0
45 8551 2BR § 1,500 Other s = g0a
4 5 6551 3BR § 2188 Total 5 £ -
8
58 contract above
Rant % #Unkts GrossRent  Utility Allowan Net Rent Rent Restriction  Annual GRP
2 BR 75 00% 4 $ 13 5564 § - 66,768
3 BR 75.00% 2 s 1807 H 3214 § - 36,568
2 BR 75.00% 2 s 1 H 2782 § - 33384
3 BR 0.00% 0 - - § - H o H . -
b BR 0.00% [+] 13 - $ - - - H - - f
b ] BR 0.00% ] 13 - $ - H - H - -2
4 BR 0.00% [+] ] - $ - - - $ - -
4 BR 0.00% o H - $ - s - $ - -
1 Managers  0.00% ] 5 - $ + 5 + - - -
Total [} ] - 138,720
Vacancy Rate: 5.00% $ 375
H 50
OPERATING EXPENSE SCHE]
Ancyal  Parunit Anpual PerUnit
Administrative Utititias
Advertising  § o $ o Elaciricity/Gas § 4000 § §00.00
Other Admin. § 00 § 1250 Water L3 4500 § 582 50
Offica Satarle $ - H - Sewer ] 3500 § 43750
Offica Supplies $ - Trash Removal _ § - H -
8144 §,00% Management $ E800 $§ 88250 Total $ 12000 § 1,500.00
Manager Sak $ - 8 -
Legal Exponses H . Taxes and Insurance
Auditing Expe $ 600 § 7500 Resl Estate Taxss § 100 § 1250
Bookkeeping/ § 600 § 7500 Payroll Taxes $ - 3 -
173 Phongfnteme § - s - Misc. Taxes/Pemits H -
8000 Compliance F $ - 5 . PropedyiLiability ir 5000 § £25.00
Al Other ] - $ - 4500 MIP Servico Charga - -
Total $ B200 S 1.02500 Workers Compen: $ - 8 -
Haatth Insur./Benafits H -
Op & Malntenancs Other I $ - $ -
Payroll H - Total s 5100 § 638
Suppiies $ 100 § 1250
Contract 1 500 § 6250 Social Servl Salary H + 8 -
Exterminating § - 8 B Activilias $ CE ] -
Trash Remaval S . L o H -
Secunty Payrol s -
Vehicla Repairs $ - Tatal Opsrating Expanses 5 28000 § 250000
Snow Remav § -8 -
Groundds Con § 800 § 10000 3 3760 _§ 600.00
Repairs Payrol H -
Repars Mate § §00 § B250 Total - N0 § 387000
Repairs Conti § S00 § B250
Extraordingry Repairs H -
Elevator H 200 § 2500
Heating/Cocling $ -
Decorating St § - H -
Decorating Contract H -
All Cther H 100§ 1250
Total $ 2700 & 33750

708

127 Vgt

Agenda Item #4.1.
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Turley Flats 12172017
St. Helena, CA
INCOME SCHEDULE
2016 016
Household Size  AMI[75%) 1 FMR Othar Income: Annual Bar UnitMnth
1 0BR Laundry 5 - 0.00
2 1BR § - Tenant Charges 3 . 0.00
3 2BR Vending $ - 0.00
4% 6550 2BR § 1,500 Other s 0.00
4§ 855 3R § 2188 Total 5 5 -
8
55 contract above
Remt % #units  GrossRent  Utility Allowan Net Rent Rent Restriction Annual GRP
2 BR 7500% 4 $ 193 554 S - 6,768
3 BR 75.00% 2 $ 1807 H 3214 § - 38,568
2 BR 75.00% 2 s 139 H 2782 § - 33,384
3 BR 0.00% 1] 3 - H - H - § - -
3 BR 0.00% a 3 - H - 5 - $ - - f
3 BR 0.00% o 3 - $ - 5 - $ - - a
4 BR 0.00% 0 3 - § - $ o § - *
4 BR 0.00% 0 ] - $ . H - H - -
1 Manager's  0.00% ] s - $ . S - $ - -
Total [] $ - 138,720
Vacancy Rata: 5.00% H 375
$ 50
OPERATING EXPENSE SCHE!
Annyal  Perunit Annyal Par Unit
Administrative Utllitles
Adverising  § - § S Electricity/Gas $ 4000 § 500.00
Other Admin. § 100 § 1250 Water § 4500 § 582.50
Offics Salarie § - H - Sewer L] 3500 § 437.50
Offices Supplies - - TrashRemoval _ § - H -
6144 5.00% Managemert § 8500 § 88250 Total s 12000 $§  1,50000
Manager Sali § . $ .
Lagal Expenses $ . Taxes and Insurance
Auditing Expe § €600 § 7500 Real Estats Taxes § 100 § 12.50
Bockkesping! § 600 § 7500 Payroll Taxes EH -5 -
17 PhoneAnteme $ - § - Misc. Taxes/Pamits s -
9000 Compliance F § H - Property/Lisbility Ir $ 5000 § £25.00
All Cther H - S - 1600 MIP Service Charge s -
Total § B200 $ 102500 Workers Compans $ - H -
Health Insur./Benafits ] Q
Op & Maintenance Cthar i ] - H -
Payrch H - Total 3 5100 § 38
Supplies $ 100 § 1250
Contract § 500 § 6250 Soclal Servi Salary 3 . s -
Exterminating § - H . Activities $ - s -
Trash Removal § . H] - 8 -
Security Payroll $ .
Vehicle Repairs H = Total Qperating Expenses $ 28000 § 350000
Snow Remov § - 8§ g
Grounds Con § 8o § 10000 R 3 3760 8 600.00
Repairs Payroll 11 -
Ropairs Mate 3 500 § 6250 Total 1 760 § 387000
Repairs Conb $ 500 § 8250
Extraordinary Repairs $ -
Elavator 3 200 § 2500
Heating/Cooling $ -
Decorating 51 $ . $ .
Dacorating Contract $ .
Al Other 3 100 § 1250
Total $ 2700 § 3ITS0
708
-ty 18 37 1 tnxigl e
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| HELMER

910 Howell Mtn. Rd. N.

:g::lxn.sgi 94508 / & SONS, ’NC/ {Zﬂ;}ggiiigii

CAlic#616428

January 26, 2017

Mr. Larry Kromann

Calistoga Affordable Housing, Inc.
1332 Lincoln Avenue,

Calistoga, CA 94515

RE: Turley Apartments Proposal

Dear Larry:

Helmer & Sons, Inc. s pleased to provide the following proposal for the Turley Apartments. Quote is based on
the Construction Services to provide eight (8) affordable apartment units with covered car port. Including
demolition of existing structure, site work, underground utilities and retaining wall along Sulphur Creek. This
proposal is based on BKF Civil Plans dated 11/15/2016 Sheets C1-C7. Farrell - Faber & Associates Inc. Hybrid
Core Homes Architectural Plans dated 10/18/16, Sheets CS, 1-21, D1-D3, E1,E2, G1 M1, M2, P1-P12, Johnson,
Debois, & Forrest Structural Plans dated 1/20/16, Sheets SN1, SN2, SP1-5P8, 51-55, and Reese & Associates
Geotechnical Engineering Report dated 6/9/2015.

We propose to do the following scope of work:
B Supervision:
« Provide supervision, scheduling, labor and materials during the construction phase,
= Demolition will include the following scope of work:

+ Exterior & Interior demolition of existing building
i.  Removal of all debris,
il. Portion of vegitation,
fii. Remove existing utilities and infrastructure

= New work to include the following scope of work:

Clearing, Grading & Erosion Control

Underground Services Sewer, Storm, Water, Gas and Electrical

Concrete foundation and frame first floor Car Port.

Purchase, Delivery and Setting of Hybrid Cores (Done By Others) .

Purchase and Set Roof Trusses, frame and finish composition roof,

Provide Wire and install from main to sub-panel, and install lighting in car port and exterior area that

are not Hybrid Core, Electrical hookup of all utility items not built by Hybrid Core.

» Plumbing connections from mains to Hybrid Core Junction, Purchase and Install Water Heater, extend
vents and condensate lines where needed.

« Purchase & Install HVAC system as per plan, (Duct work in cores provided by others)

« Purchase and install Lift.

= Retaining Wall:

« 7 each H Beam Pler Retaining Wall with concrete only, no timbers or subdrain backfill.

Page 1of3
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& SONS, INC/

Turley Apartments Proposal

January 23, 2017

Agenda Item #4.1.

| Clarifications

and Alternatives:

|

» Flooring not covered by Hybrid Core will be carpet, an allowance number is provided until something is

selected:
> Al permits will be bandied by Owner,
> Hybrid Built to be responsible for delivery, setup including anchoring per ity inspector of modular units.
» Purchase of all modular by Calistoga Affordable Housing Inc.
> Hybrid -Core to cover flooring in wet areas and Living Rooms.
» HVAC Specification may not meet Title 24 Requirements.
» This proposal was not based on Prevailing Wage.
> No wood timbers, excavation and subdrain backiill will be part of retaining wall.
| Proposed Schedule: |
Schedule: Duration 4 Months
[ Project Cost |
Turley Apartments Proposal Summary
Supervision [ 55,411
General Conditions [ 21,989
Demolition S 27,730
Abatement Survey S 765
Site Work s 83,802
Underground & Joint Trench S 133,350
Concrete ] 294,450
Structural Steel 5 16,168
Rough Carpentry ] 328,656
Siding In-Fitl & Cedar Trim S 52,500
Insulation S 9,000
Roofing S 29,180
Doors & Frames [ 22,700
Windows S 1,270
Drywall g 87,000
Drywall Patching Allowance S 17,110
Ceramic Tile S 31,180
Flooring Allowance [ 15,000
Paint S 33,797
Lift Install Only S 10,000
Lift Purchase S 6,500
Plumbing S 30,000
HVAC /Sheet Metal S 54,400
Electrical S 44,114
Retaining Wall Piers 7 each S 30,000
Hybrid Built Delivery & Setup S 102,700
Builder's Risk S 5,500
Subtotal 1,545,282
Plus 12% Contractor's Fee S 185,434
Payment Performance Bond 2% 34,614 |
Total /'$ 1]765]33'0"
L

Pages 2 of 3

Page 172 of 287



Agenda Item #4.1.

[ HELMER;@ - Turley Apartments Proposal
& SONS, INC/

January 23, 2017

| Exclusions: |

Construction Documents, plans and specifications
All Appliances

Fire Sprinklers & Fire Alarm

Permits or Fees,

PG&E Fees and Agreements

Over Time & Working on Weekends and Holidays
Third Party Inspections

All Hybrid Built Units

Any unforeseen Demolition Abatement

| Summary:

Again, thank you for the opportunity to provide you with our proposal. We look forward to working with you in
the near future. Please contact me with any questions at (707) 965-2425.

Sincerely,

Doug Eikenbary
Helmer & Sons, Inc.

¢¢: Doug Helmer

Bid File
Acceptance of Proposal
$
Owner’s Representative (1) Total Accepted Date
$
Owner’s Representative (1) Total Accepted Date

The owners of Helmer and Sons, Inc. are Christians belonging to the Seventh-Day Adventist Church and thus have a policy to
generally not work on Saturdays based on our religious preference. We work as needed during the remainder of the week to
ensure all of our projects are completed within the expected schedule duration.

Pages3of 3
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Hard Costs

Land costs

Site work costs
factory units costs
site work contigency
Total construction

Soft costs

Legal fees

Building permit

Loan interest {6 month:
Loan fee (1%)
Developer fee

Title, recording
Washer./dryers
Architect -permit chang
Sprinklers

Builders Rep
Pre-development loan
Relocation

General Insurance
Preformance Bond

Total soft costs

Total Costs
Contruction costs
Soft costs

Total Projects costs

Turley Budget Overview

$1,765,330
$647,336
$60,000
$2,472,666

5,000
$89,000
$49,750
$14,000
$60,000

$3,000
$8,500
$5,000
$20,400
435,000
$100,000
$5,000
$5,000
534,614

$434,264

52,472,666
$434,264
$2,906,930

Jan. 2017
Data
# of units
2 2bd, 1 ba
4 2bd, 1 ba
2 3bd, 2ba
Total 8

Total Building sqg. ft.

unit sq. ft costs
Building S. ftage cost
Unit ave costs

Financing

First Community
City grant/loan
County grant/loan
land

pre-paid loan fee
pre-paid core fee
community grant
relocation pre paid

City grant for Proformance B.

Total Financing

Cost vs Income
Income
Expense

gap or gain

727
826
979

Descriptionsq. ftag Total ftage

1,454
3,304
1,958
6,716
12,794

$96.39
$222
$353,942.00

$1,400,000
$700,000
$650,000

$13,000
$12,000
$20,000

$3,500
$34,614

$2,833,114

$2,833,114
$2,906,930
-$73,816

Agenda Item #4.1.
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December9, 2013

Mr. Larry Kromann, Ed.D
President

Calistoga Affordable Housing, Inc.
1332 Lincoln Avenue

Calistoga, CA 94515

Re:  $1,100,000 Non Revolving Multi-Family Construction Loan Request
Turley Flats - 1105 Pope Street, St. Helena, CA

Dear Mr. Kromann:

In response to your inquiry regarding a revolving loan for the construction of an 8 unit apartment
building at the above captioned propetty, please be advised that, subject to documentation
acceptable to First Community Bank (hereinafter referred to as the " Bank" ) and the terms and
conditions stated below, Bank hereby issues the following Commitment Letter for the development
of Turley Flats by Calistoga Affordable Housing, Inc. (hereinafter referred to as the " Borrower" ):

Borrower: Calistoga Affordable Housing, Inc.
Propetty: Turley Flats multi-family apattment building located at 1105 Pope
Street, St. Helena, CA (hereinafter, the " Propetty" )
Construction Loan
Loan Amount: The final Loan amount shall equal the lesser of (i) $1,100,000; (ii)
80% of the as complete appraised value of the Property, pursuant
to the appraisal to be commissioned by us; (iii) 70% of the retail
appraised value of the Property, pursuant to the appraisal to be
commissioned by us; and (iv}) 70% loan to costs and futther
subject to a minimum DSCR of 1.15:1.00 based on the stipulated
affordable rents for low income (7 units) and very low income (I
unit) and proforma/appraised expenses and a 6.00% interest rate.
Loan 1erm: 18 moniths.
Options to Extend: There are no preapproved options to extend, however if an option
is requested and approved the extension fee shall be 1.00% pro
rated on an annual basis with plus applicable doc fee.
Interest Rate: The interest rate on the Loan shall be equal to WSJ Prime Rate
plus 2.00%, floating, and adjusted contemporaneously with any
future changes in its Prime Rate. The floorrate shall be 5.25%.
Loan Fee: 1.00% of the final amount of Loan, payable at close of esct'ow t
Bank. -
; : >
Santa Rosa Main Qffice /
438 First Street, Santa Rosa, CA 95401 TeL 707 G36 9000  max 707 6369110  www.fchconnect.com
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Agenda Item #4.1.

Tut.Icy Flats Apallments
Page 2
December 9, 2013

Commitment Fee: 1.00% payable now to Bank and shall be credited to the loan fee
upon COE.

Doc Fee: $995.00

RepaymentSchedule: Monthly interest-only payments shall be made on the first of each

calendar moenth from an established interest reserve within the
loan or from a Borrower established and fully funded ban control

account.
Prepayment Penalty: 3%.
LoanSecurity: A fit'st construction deed of trust on the Property. Borrower's

interest in the Propelty shall be free and clear of all encumbrances
except those Bank shall have consented to in writing.

Appraisal: An appraisal of the subject property, commissioned by an
appraiser acceptable to Bank, using methods and procedures
acceptable to Bank, shall be reviewed and approved prior to
closing.

Enviromnental: A Radius Repolt for the subject property shall be engaged by
Bank at a cost to Borrower of $295. Borrower to complete a
Bank-form Environmental Questionnaire, which must be
acceptable to Bank in form and substance. Upon its review of the
Enviromnental Questionnaire, Bank will make a reasonable
determination as to whether further environmental due-diligence is
warranted. The cost of any environmental sulveys required by
Bank shall be paid for by Borrower, but only after Bank has
obtained Borrower's consent prior to commissioning said
report(s).

Title and Escrow: Borrower to provide ALTA title insurance with various
endorsements for the full amount of the Loan, containing no
exceptions other than those approved by Bank which are usual and
customary to such properties and be in form and include
endorsements as required by Bank. The cost of title insurance,
escrow services, and costs relating to the closing of the proposed
loans shall be paid for by Borrower.

Legal Fees: Al| legal fees plus any other out of pocket expenses related to this
transaction are to be paid by Borrower. As we will prepare our
loan documentation internally, we do not currently anticipate any
legal fees and expenses in connection with the granting or
documenting the Loan.

Page 176 of 287



Agenda Item #4.1.

Tulley Flats Apaltments
Page 3
December 9, 2013

Indemnification: Borrower will indemnify Bank against any and all liabilities,
obligations, losses, damages, penalties, claims, actions, suits, costs
and expenses (including fees of counsel) of whatever kind or
nature which may be imposed on, incurred by or asselted at any
time against Bank in any way relating to or arising in connection
with, its financing of the Propelty, the offer or sale and/or use,
occupation or operation of any of the Property. Said
indemnification shall also cover damages arising from existing or
future hazardous wastes and/or substances located on the
Property, including the cost to cleanup or detoxify the Property.

Permanent Loan

Loan Amount: The fulal Loan amount shall equal the lesser of (i) $1,100,000; (ii)
80% of the appraised value of the Property, pursuant to the
appraisal to be commissioned by us; and further subject to a
minimum DSCR of 1.15:1.00 based on the stipulated affordable
rents for low income (7 units) and very low income (I unit) and
proforma/appraised expenses and a 6.00% interest rate.

Loan 1erm: 15 years.

Interest Rate: 5 YTCM + 4.00% fixed for 5 years with a floor of 5.50% and a
ceiling of 7.00%. The rate will reset at the beginning of year six
and eleven to 5 YICM + 4.00% with a floor of 5.50% and a
ceiling of 7.00%.

Doc Fee: $595

RepaymentSchedule: Monthly principal and interest payments based on the interest rate
and a 30 year amortization. All remaining principal and interest
shall be repaid in full on or before maturity.

PrepaymentPenalty: A prepayment penalty of 5% for any amounts prepaid in year I,
4% in year 2, 3% in year 3, 2% in year 4, and 1% for the fil'st 6
months of year 5 and 0% for the last 6 months of year 5. The
prepayment penalty is reset for each 5 year period.

LoanSecurity: A first deed of trust on the Property. Borrower's interest in the
Property shall be free and clear of all encumbrances except those
Bank shall have consented to in writing.

Title and Escrow: Borrower to provide ALTA title insurance with various
endorsements for the full amount of the Loan, containing no
exceptions other than those approved by Bank which are usual and
customaly to such properties and be in form and include
endorsements as required by Bank. The cost of title insurance,
escrow services, and costs relating to the closing of the proposed
loan shall be paid for by Borrower.
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Tulley Flats Apartments
Page 4
December 9, 2013

Legal Fees: All legal fees plus any other out of pocket expenses related to this
transaction are to be paid by Borrower. As we will prepare our
loan documentation internally, we do not currently anticipate any
legal fees and expenses in connection with the granting or
documenting the Loan.

Indemnification: Borrower will indemnify Bank against any and all liabilities,
obligations, losses, damages, penalties, claims, actions, suits, costs
and expenses (including fees of counsel) of whatever kind or
nature which may be imposed on, incurred by or asserted at any
time against Bank in any way relating to or arising in connection
with, its financing of the Property, the offer or sale and/or use,
occupation or operation of any of the Property.  Said
indemnification shall also cover damages arising from existing or
future hazardous wastes and/or substances located on the
Propelty, including the cost to cleanup or detoxify the Property.

Financial Statements and

Documentation: Borrower shall provide to Bank, in form and substance acceptable
to Bank, such financial statement and other supporting data as
Bank may reasonably request from time to time.

Approval and Documentation: ~ All instruments evidencing or securing or otherwise relating to the
Loan must be satisfactory to Bank.

Placement of Signs and

Publicity Releases: Borrower agrees that Bank may erect on the Property, at Bank’s
expense, such signs as are appropriate to evidence the placement
of financing through Bank. Borrower also agrees that Bank may
issue publicity releases to newspapers of general limited
circulation or trade publications announcing issuance of such
financing through Bank.

Assignment: Borrower may not assign this commitment letter or any of its
rights hereunder to any person or legal entity without the specific
written approval of Bank. Bank may sell participations in the
Loan to other financial institutions.

Termination: Bank, at its option, may terminate this commitment letter and its
obligations hereunder if, (a) Borrower notifies Bank of inability to
observe or comply with any of their terms and provisions herein
contained, or (b) Bank shall find unacceptable, or shall not
approve, any document or agreement or information or
encumbrance applicable to the Property, or (c) Bank for any
reason determines in its reasonable judgment that Borrower's
ability to consummate the borrowing and comply with all of its
obligations hereunder and/or under the loan documents has been
impaired, or (d} Botrower, or any guarantors of Borrower's
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Turley Flats Apartments

Page 5

December9,2013
obligations hereunder become insolvent, or (e) bankruptcy,
insolvency, reorganization, receivership, dissolution, arrangement
or other similar proceedings are commenced by or against
Borrower or the guarantors referenced above, or their assets under
any Federal or State law.

Confidentiality: This Commitment Letter has been issued for the express use and

benefit of Borrowers as they evaluate the subject commitment
with Bank, and shouid not be shared with third palties for any
reason whatsoever, except for the borrower's advisors, brokers,
legal counsel, employees, partners, or other related entities.

Miscellaneous Conditions
Priorto Closing: Borrower shall have achieved all entitlements necessary to begin
construction of the subject project.

Receipt and satisfactory review of plans and specs.

Receipt and satisfactory review of General Contract, construction
budget and sub-contracts.

Evidence that all funds necessary to complete the project are
identified and committed.

Receipt of borrower fmancials and satisfactory U/W of Borrower.

Receipt and satisfactory review of environmental and geotechnical
repolts.

Receipt and satisfactory review of the documentation evidencing
the subordinated loans provided by all subordinate and permanent
lenders.

Loan participation with Sonoma County Loan Consortium
memberBanks. FCB to retain an estimated $550,000.

If the foregoing terms and conditions are satisfactoly, please so indicate by executing the enclosed
copy of this letter in the space provided and by returning the copy to Bank no later than January 6,
2014. If Borrower does not accept this commitment by Janualy 6, 2014, or if the Loan has not been
documented and closed by June 30, 2014, Bank's obligation to make the Loan, and this commitment
letter, shall be of no fulther force or effect. Any extension of Bank's obligation to make the Loan,
and this commitment letter, shall be at Bank’s option and documented with a written extension
agreement.

Please feel free to call me al 636-9066, should you have any questions or fulther needs regarding

this matter. Many thanks in advance for your assistance, and for allowing First Community Bank to
enteltain your project financing request.
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Turley Flats Apartments
Page 6
December 9, 2013

Vely truly yours,

Connors
Senior Vice President
Real Estate Loan Officer

The terms and conditions of this terms letier
are hereby acknowledged and agreed to:

By: Calistoga Affordable Housing, Inc.

By:

By:

Digclosure of Right to Request specific Reasons for Credit Denial

If your application for business credit is denied, you have the right to a written
statement of the specific reasons for the denial. To obtain the statement, please
contact: Loan Operations Department, First Community Bank, 438 First Street, Santa
Rosa, CAR 95401 within 60 days from the date you are notified of our decision. We will
send you a written statement of reasons for the denial within 30 days of receiving
your request for the statement.

NotiCe: The Federal Equal Opportunity Act prohibits creditors from discriminating
against credit applicants on the basis of raCe, color, religion, national origin,
sex, marital status, age (provided the applicant has the capacity to enter into a
binding contract ) ; because all or part of the applicant's income derives from any
public assistance program; or because the applicant has in good faith exercised any
right under the Consumer Protection Act. The federal agency that administers
compliance with this law concerning this creditor is : Federal Deposit Insurance Corporation, 1100
Walnut Street, Box #11, Kansas City, MO 64106, (877) 275-3342,
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CA K-12 Public School projects completed within last five years:

St. Helena High School Ballfields {Hsi#624-15) § 4,430,539
Description: Construction of two (2) new synthetic turf balifields (Softball & Baseball/Soccer) totaling
almost 200,000 SF. Improvements include FieldTurf, Musco lights, bleachers, dugouts,
fencing & backstops, batting cages, flagpoles, scoreboard, etc.

Completion Date: June, 2016

Owner: Perry Herrera, St. Helena Unified School District 707.331.9612

Construction Mar. Todd Lee, Greystone West Company 707.933.0624
Stonebridge Elem School earthquake repairs (M5 626-15) S 503,686

Description: Repair parking lot & related utilities (water, sewer & electrical)

Location: Napa, CA

Completion Date: July 2015

Owner: Napa Valley Unified School District

Contact: Don Evans, Facilities Manager

Phone: 707.253.6281 email: devans@nvusd.k12.ca us

Bel Aire Park Elem School Seismic Safety Enhancement Project {Hsi#863-13) $ 573,881

Description: Seismic strengthening & ADA upgrade to classrooms
Location: Napa, CA
Completion Date: September 2013
Owner: Napa Valley Unified School District
Contact: Don Evans, Facilities Manager
Phone: 707.253.6281 email: devans@nvusd.k12.ca.us
Piner High School Science Classroom {Hsweso.12) § 2,826,598
Description; Construction of new science classroom & related sitework.
Laocation: Santa Rosa (Sonoma County), CA
Completion Date: September 2013
Owner: Santa Rosa City Schools

Construction Manager Justin Walling, Counterpoint Construction Services
Phone: 707.824.8440 email: jwalling@counterpointes.com

St. Helena High School = Voc Ed Center {Hsi#615-11) $ 1,590,765
Description; Sitework construction for 5 vocation and agricultural school buildings
Location: St. Helena (Napa County), CA
Completion Date: September 2012
Qwner: St. Helena Unified School District

Construction Manager: Perry Herrera, Greystone West Companys
Phone: 707.292.1850 email: phemrera@sthelenaunited.org

Harvest / River Schools Track & Field Improvements (usw614-11) $ 1,077,159
Description: Construction of practice swimming peol and equipment building.
Location: Napa, CA
Completion Date: October 2011
Owner: Napa Valley Unified Scheol District
Contact: Don Evans, Facilities Manager
Phone: 707.253.6281 email: devans@nvusd k12.ca.us
Ukiah High School Modernization, Phase 3 {nsix 848-.00) S 8,494,248
Description: Kitchen addition & modernization of multiple classrooms.
Location: Ukiah (Mendocino County), CA
Completion Date: April 2011
Owner: Ukiah Unified Schoal District

Construction Manager:  Don Alameida, Alameida Architecture
Phone: 707.824.1219 email: d.r.alameida@comcast.net
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January 2017
Public Works Sector projects completed within last five years:

Yountville Town Hall Structural Strengthening {Hsi 862-13) $ 2,530,396
Description: Design-Build Seismic Retrofit
Location: Yountville (Napa County), CA
Completion Date: April 2014
Qwner: Town of Yountville
Contact Steve Rogers, Manager
Phone: 707.944.8851 email. SRogers@yville.com
Sonoma County Water Agency Service Center Relocation HSI§ 858-12 2,817,438
Description: New metal shop building & related sitework,
Location: Santa Rosa (Sonoma County), CA
Completion Date: March 2014
Owner: Sonoma County Water Agency
Contact: Dennis Daly, Project Manager

Phone: 707.547.1884 email: dennis.daily@scwa.ca.gov

CalFire Las Posadas Forest Fire Station {Hsi# 878-16) S 4,340,900
Description: New Fire Station Compound with extensive site work
Location: Angwin (Napa County), CA
Completion Date: December 2017
Owner; State CA Department of Forestry & Fire Protection
Contact: Chris Wicks, Project Manager

Phone: 707. 324-1184 email: Christian.wicks@fire.ca.gov

Private Sector projects completed within last five years:

LCTHC OB & Pediatric Clinic (Hsi#866-14) § 705,884
Description: Conversion of Blockbuster store into an outpatient OB & Pediatric Clinic.
Location: Lakeport (Lake County), CA
Completion Date: Feb 2015
Architect: David Dailey, HGA Inc. DDailey@hga.com 916.787.5115
Owner: Lake County Tribal Health Consortium, Inc.

Contact: Steve Rugg, Project Manager srugg@att.net 269.449.8020

St. Helena Heospital Clearlake ED Expansion Phase llI (HSwg6d-1a) S 927,837
Description: Conversion of priar emergency room area into hospital exam rooms.

Location: Clearlake (Lake County), CA
Completion Date: Feb 2015
Architect: Megan Ackerley, Lionakis Architects 415.777.4811
megan.ackerley@lionakis.com
Owner: St. Helena Hospital — Clearlake / Adventist Health West
Contact: Brian Curry, Project Manager Brian.Curry@ah.org 269.449.8020
St. Helena Hospital Clearlake Chiller Project {H51# 861-12) $ 1,023,271
Description: Upgrade to hospital chiller (heating/cooling) systerm.
Location: Clearlake (Lake County), CA
Completion Date: January 2014
Owner: St. Helena Hospital - Clearlake / Adventist Health Systems - West
Contact: Brian Curry, Project Manager
Phone: 269.449.8020 email: Brian.Curry@ah.org

St. Helena Hospital Clearlake ED Expansion {Hs1# 855-11) S 6,500,000

Description: A 4,167sf single story wood frame emergency department addition
and renovation of four existing exam/treatment rooms.
Location: Cleariake (Lake County), CA
Completion Date: January 2014
Owner: St. Helena Mospital — Clearlake / Adventist Health Systems - West
Contact: Brian Curry, Project Manager

Phone: 269.449.8020 email: Brian.Curry@ah.org
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& SONS. 1 January 2017
St. Helena Hospital — Ingelwood Offices Tl (st 8se-11) S 1,082,416
Description: Tenant improvement of existing exam/treatment rooms.
Location: St. Helena {(Napa County), CA
Completion Date: December 2011
Owner: St. Helena Hospital / Adventist Health Systems — West
Contact: Terri Walker, Project Manager

Phone: 707.963.3611 email: Terri.walker@ah.org

Pacific Union College — Library Renovation (Hsi#8sa-11) S 605,842
Description: Renovation of the Nelson Memorial Library.
Location: Angwin (Napa County), CA
Completion Date: September 2011
Owner: Pacific Union College
Contact: Dale Withers, Facilities Manager

Phone: 707.965.7150 email: dwithers@puc.edu

Frank R. Howard Foundation — Medical Office Building {HS1# 867-14) § 5,594,970
Description: New 16,000/SF Theriputic Rehab Center, Clinic, Pharmacy and Foundation Offices.
Location: Willits (Mendecino County), CA
Completion Date: November 2015
Owner: Frank R. Howard Foundation

Contact: Amie Mello, Director

Phone: 707.458.2777 email: amello@howardfoundation.org

St. Helena Hospital Clearlake Helipad {Hsi#g78-15) § 630,358

Description: New elevated Helipad.
Location; Clearlake (Lake County), CA
Completion Date: January 2017
Owner: St. Helena Hospital — Cleariake / Adventist Health Systems - West

Contact: Brian Curry, Project Manager

Phone: 269.449.8020 email:  Brian.Curry@ah.org
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entire outstanding principal balance of this Note, together with interest accrued thereon and all
other sums accrued hereunder shall be payablein full on the date which is the thirtieth (30”‘)
anniversary of the date of this Note (the “Maturity Date”).

1.2  ANNUAL PAYMENTS FROM SURPLUS CASH. Subject to the provisions of
this Section, by no later than April 1 of each year following the issuance of afina certificate of
occupancy or equivalent for the Project, Borrower shall pay to City twenty-five percent (25%) of
Surplus Cash generated by the Project during the previous calendar year to reduce the
indebtedness owed under this Note. If the County of Napa (“ County”) provides aloan or grant
in an amount equal to at least Six Hundred Thousand Dollars ($600,000) to assist in financing
development of the Project, City and County shall share fifty percent (50%) of Surplus Cash,
with each such entity annually receiving twenty-five percent (25%) of Surplus Cash.
Notwithstanding any contrary provision hereof, if County does not provide such financing, or at
such time that the Borrower’ s obligation to repay such County financing is either satisfied or
forgiven, then the percentage of Surplus Cash annually payable to City shall increase to fifty
percent (50%).

No later than February 1 of each year following the issuance of afinal certificate of
occupancy or equivalent for the Project, Borrower shall provide to City Borrower’s calcul ation of
Surplus Cash for the previous calendar year, accompanied by such supporting documentation as
City may reasonably request, including without limitation, annual financial statements for the
Project certified by Owner as accurate and complete, and if one has been prepared, an
independent audit prepared for the Project by a certified public accountant. City shall have the
right to inspect and audit Borrower’ s books and records concerning the calculation of Surplus
Cash, and to object within sixty (60) days from receipt of Borrower's statement. Failure to timely
object shall be deemed acceptance. |If City does object, City shall specify the reasons for
disapproval. Borrower shall have thirty (30) days to reconcile any disapproved item. If Borrower
and City cannot agree on the amount of Surplus Cash, an independent auditor mutually selected
by Borrower and City shall resolve any disputed items. The cost of the auditor shall be shared
equally by Borrower and City.

No later than November 1 of each year following issuance of the final certificate of
occupancy or equivalent for the Project, Borrower shall provide to City a projected budget for
the following calendar year which shall include an estimate of Surplus Cash. City will review
the proposed budget and, if acceptable, approve it, which approval shall not be unreasonably
withheld, provided, however, if the proposed budget has not been rejected by City within 30 days
of receipt, City shall be deemed to have accepted the budget. If the budget is not acceptable,

City shall specify the reasons for disapproval. Once approved, any changes to the budget for
discretionary items that exceed ten percent (10%) of the total budget shall require City's prior
written consent, which consent shall not be unreasonably withheld.

1.2.1 “Surplus Cash” shall mean for each caendar year during the term hereof,
the amount by which Gross Revenue (defined below) exceeds Annual Operating Expenses
(defined below) for the Project. Surplus Cash shall also include net cash proceeds realized from
any refinancing or other Transfer of the Project_or Property or interest therein, less fees and
closing costs reasonably incurred in connection with such refinancing or Transfer, and any City-
approved uses of the net cash proceeds of the refinancing or other transaction.
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122 “GrossRevenue’ shall mean for each calendar year during the term
hereof, all revenue, income, receipts and other consideration actually received from the operation
and leasing of the Project. Gross Revenue shall include, but not be limited to: all rents, fees and
charges paid by tenants; Section 8 payments or other rental subsidy payments received for the
dwelling units; deposits forfeited by tenants; all cancellation fees, price index adjustments and
any other rental adjustments to leases or rental agreements; proceeds from vending and laundry
room machines; the proceeds of business interruption or similar insurance; the proceeds of
casualty insurance not required to be paid to the holders of Approved Senior Loans (provided
however, expenditure of such proceeds for repair or restoration of the Project shall be included
within Annual Operating Expensesin the year of the expenditure); condemnation awards for a
taking of part or all of the Property or the Improvements for atemporary period; and the fair
market value of any goods or services provided to Borrower in consideration for the leasing or
other use of any part of the Project. Gross Revenue shall include any release of funds from
replacement and other reserve accounts to Borrower other than for costs associated with the
Project. Gross Revenue shall not include tenant security deposits, loan proceeds, capital
contributions or similar advances.

1.2.3 “Annual Operating Expenses’ shall mean for each calendar year during
term hereof, the following costs reasonably and actually incurred for the operation and
mai ntenance of the Project to the extent that they are consistent with an annual independent audit
performed by a certified public accountant using generally accepted accounting principles:
property taxes and assessments; debt service currently due and payable on a non-optional basis
(excluding debt service due from residual receipts or surplus cash of the Project) on loans which
have been approved in writing by the City and which are secured by deeds of trust senior in
priority to the Deed of Trust (“Approved Senior L oans’); reasonable property management fees
and reimbursements not to exceed fees and reimbursements which are standard in the industry
and paid pursuant to a property management agreement approved by City; premiums for
property damage and liability insurance; utility service costs not paid for directly or indirectly by
tenants; maintenance and repair costs; fees for licenses and permits required for the operation of
the Project; expenses for security services; advertising and marketing costs; payment of
deductibles in connection with casualty insurance claims not paid from reserves; tenant services;
the amount of uninsured losses actually replaced, repaired or restored and not paid from reserves,
cash deposits into reserves for capital replacementsin an amount no more than $500 per unit per
year or such greater amount as reasonably required by the holder of an Approved Senior Loan or
asrequired by aphysical needs assessment prepared by athird-party selected or approved by
City and prepared at Borrower’s expense; cash deposits into operating reservesin an amount
reasonably approved by the City or required by the holder of an Approved Senior Loan, but only
if the accumulated operating reserve does not exceed four (4) months' projected Project

operating expenses; payments toward a developer fee in the maximum aggregate amount

approved pursuant to the Financing Plan approved by City in accordance with the L oan
Agreement, and other ordinary and reasonabl e operating expenses approved by City.

124 EXCLUSIONS FROM ANNUAL OPERATING EXPENSES. Annua
Operating Expenses shall exclude the following: developer fees and interest on any deferred
developer fees (except as permitted pursuant to Section 1.2.3); contributions to Project operating
or replacement reserves, except as provided in Section 1.2.3; debt service payments on any loan
which is not an Approved Senior Loan, including without limitation, unsecured loans or loans
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secured by deeds of trust which are subordinate to the Deed of Trust; depreciation, amortization,
depletion and other non-cash expenses; expenses paid for with disbursements from any reserve
account; capital expenditures unless approved in advance in writing by City; distributions to
partners; any amount paid to Borrower, any principal of Borrower, or any entity controlled by
the persons or entities in control of Borrower. Notwithstanding the foregoing limitation
regarding payments to Borrower and related parties, the following fees shall beincluded in
Annual Operating Expenses, subject to applicable limitations set forth in Section 1.2.3 above,
even if paid to Borrower, an affiliate of Borrower, or a partner of Borrower: feespaid to a
property management agent, resident services agent, or social services agent; and subject to
Section 1.2.5, repayment of cash advances by Borrower or its principalsto cover Project
operating expense deficits or emergency cash needs of the Project. Payments to Borrower, its
principals or affiliates in excess of the limitations set forth in Section 1.2.3 shall not be counted
toward Annual Operating Expenses for the purpose of cal culating Surplus Cash.

125 ADJUSTMENT TO OPERATING EXPENSES. Notwithstanding
anything to the contrary set forth herein, for the purpose of calculating Surplus Cash, Annual
Operating Expenses shall include: (a) the repayment of operating deficit loans provided by
Borrower’s principals provided however, interest payable on such loans may beincluded in
Annual Operating Expenses only in an amount equal to the lesser of (i) interest accrued at the
actual interest rate charged for the loan, and (ii) interest accrued at arate equal to the Applicable
Federal Rate.

13 Intentionally omitted.

| 1.4 DUEON SALE; ENCUMBRANCE OR REFINANCING. The entire unpaid
principal balance and all interest and other sums accrued hereunder shall be due and payable
upon the Transfer (as defined in Section 8.1 of the Regulatory Agreement) absent City-the prior
written consent_of City, of all or any part of-,_or interest in, the Project or the Property er-any
haterest-therein-(including without limitation, upon the refinancing of permanent financing for
the Project) other than a Transfer permitted without City consent pursuant to the Regulatory
Agreement. Without limiting the generality of the foregoing, this Note shall not be assumable
without City’s prior written consent, which consent may be granted or denied in City’s sole
discretion.

1.5 PREPAYMENT. Borrower may, without premium or penalty, at any time and
from time to time, prepay al or any portion of the outstanding principal balance due under this
Note, provided that each such prepayment is accompanied by accrued interest on the amount of
principal prepaid calculated to the date of such prepayment. Prepayments shall be applied first to
any unpaid late charges and other costs and fees then due, then to accrued but unpaid interest,
and then to principal. The Regulatory Agreement shall remain in full force for the entire term
thereof regardiess of any prepayment of this Note.

1.6 MANNER OF PAYMENT. All payments of principal and interest on this Note
shall be madeto City at 1480 Main Street, St. Helena, CA 94574 or such other place as City shall
designate to Borrower in writing, or by wire transfer of immediately available fundsto an
account designated by City in writing.
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RECORDING REQUESTED BY
AND WHEN RECORDED MAIL TO:

City of St. Helena

1480 Main Street

St. Helena, CA 94574
Attention: City Manager

EXEMPT FROM RECORDING FEES PER
GOVERNMENT CODE §§6103, 27383

Space above this line for Recorder’s use.

AFFORDABLE HOUSING REGULATORY AGREEMENT
AND
DECLARATION OF RESTRICTIVE COVENANTS
by and between
THE CITY OF ST. HELENA
and

CALISTOGA AFFORDABLE HOUSING, INC.

(Turley Flats)
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AFFORDABLE HOUSING REGULATORY AGREEMENT AND
DECLARATION OF RESTRICTIVE COVENANTS

This Affordable Housing Regulatory Agreement and Declaration of Restrictive
Covenants (this “Agreement”) is entered into effective as of ,2017
(“Effective Date”) by and between the City of St. Helena, a municipal corporation (“City”) and
Calistoga Affordable Housing, Inc., a California nonprofit public benefit corporation (“Owner”).
The City and the Owner are collectively referred to herein as the “Parties.”

RECITALS

A. Owner is the owner of the real property located at 1105 Pope Street in the City of
St. Helena, Napa County, California, known as Napa County Assessor’s Parcel No. 009-090-003,
and more particularly described in Exhibit A attached hereto (the “Property™).

B. Owner intends to develop, own and operate an affordable housing development on
the Property consisting of eight (8) apartments and related improvements (collectively, the
“Project”) in accordance with that certain Affordable Housing Loan Agreement (the “Loan
Agreement”) dated as of the date hereof and executed by and between Owner and City.
Capitalized terms used without definition herein shall have the meaning ascribed to such terms in
the Loan Agreement.

C. The Loan Agreement provides that the residential units developed on the Property
will be required to be available to Eligible Households at Affordable Rents (defined below) in
accordance with this Agreement for a period of not less than fifty-five (55) years.

D. Subject to the terms and conditions set forth in the Loan Agreement, City has
agreed to provide to Owner a loan using funds from the City’s Affordable Housing Trust Fund in
the amount of up to Seven Hundred Thousand Dollars ($700,000) (the “Loan”) to provide
partial financing for the Project. In connection with the Loan, Owner shall execute and deliver to
City a Secured Promissory Note dated as of the date hereof (the “Note”) and a Deed of Trust,
Assignment of Rents, Security Agreement and Fixture Filing dated as of the date hereof (the
“Deed of Trust”) shall be executed by Owner for the benefit of City and recorded in the Official
Records of Napa County (“Official Records”) substantially concurrently herewith.

E. As a condition to its agreement to provide the Loan to Owner, City requires the
Property to be subject to the terms, conditions and restrictions set forth herein.

F. The purpose of this Agreement is to satisfy the affordability requirements of the
City’s affordable housing program and to regulate and restrict the occupancy and rents of the
Project’s dwelling units for the benefit of the Project occupants. The Parties intend the covenants set
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forth in this Agreement to run with the land and to be binding upon Owner and Owner’s successors
and assigns for the full term of this Agreement.

AGREEMENT

NOW THEREFORE, in consideration of the foregoing, and other valuable
consideration, the receipt and sufficiency of which are hereby acknowledged, the Parties hereby
agree as follows.

1. Definitions. The following terms have the meanings set forth in this Section wherever
used in this Agreement or the attached exhibits.

“Actual Household Size" means the actual number of persons in the applicable
household.

“Adjusted for Family Size Appropriate for the Unit” shall be determined consistent
with Section 50052.5(h) of the California Health and Safety Code, subject to the application of
federal rules and regulations applicable to Project financing sources.

"Affordable Rent" means the following amounts, less a utility allowance for tenant-paid
utilities in an amount established by the City of Napa Housing Authority or otherwise approved
by City, and other fees and charges required to be paid by all tenants of the Project on a non-
optional basis (e.g., mandatory parking fees and other mandatory service charges): a monthly
rent that does not exceed one-twelfth of thirty percent (30%) of sixty percent (60%) of Area
Median Income, Adjusted for Family Size Appropriate for the Unit.

"Area Median Income" or "AMI" means the median income for Napa County,
California, adjusted for Actual Household Size, as determined by the U.S. Department of
Housing and Urban Development (“HUD”’) pursuant to Section 8 of the United States Housing
Act of 1937 and as published from time to time by the State of California Department of Housing
and Community Development (“HCD”) in Section 6932 of Title 25 of the California Code of
Regulations or successor provision published pursuant to California Health and Safety Code
Section 50093(c¢).

“City’s Authorized Representative” means the City Manager of the City of St.
Helena or the Planning and Community Improvement Director of the City of St. Helena.

“City Documents” means the Loan Agreement, the Note, the Deed of Trust, and this
Agreement.

“Claims” is defined in Section 2.6.
“Deed of Trust” is defined in Recital D.

“Eligible Household” means a household for which household Gross Income upon initial
occupancy does not exceed eighty percent (80%) of AML
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“Gross Income” shall have the meaning set forth in Section 6914 of Title 25 of the
California Code of Regulations as such Section may be revised from time to time.

“Indemnitees” is defined in Section 2.6.

“Loan Agreement” is defined in Recital B.

“Marketing and Management Plan” is defined in Section 6.5.

“Note” is defined in Recital D.

“Regulations” means Title 25 of the California Code of Regulations.

2. Use and Affordability Restrictions. Owner hereby covenants and agrees, foritself and its
successors and assigns, that the Property shall be used solely for the operation of a multifamily
rental housing development in compliance with the Loan Agreement and the requirements set
forth herein. Owner represents and warrants that it has not entered into any agreement that would
restrict or compromise its ability to comply with the occupancy and affordability restrictions set
forth in this Agreement, and Owner covenants that it shall not enter into any agreement that is
inconsistent with such restrictions without the express written consent of City.

2.1 Affordability Requirements. For a term of fifty-five (55) years commencing upon
the date of City’s issuance of a final certificate of occupancy or equivalent for the Project all of
the residential units in the Project shall be rented to Eligible Households at Affordable Rents, or
if vacant shall be available for occupancy by Eligible Households at Affordable Rents.

Notwithstanding anything to the contrary contained in this Agreement, if other Project
lenders, Project investors, or regulatory agencies require stricter household income eligibility or
affordability requirements than those imposed hereby, the requirements of such other lenders,
investors or regulatory agencies shall prevail.

2.2 Rents; Over-Income Tenants. Rents payable by tenants of the Project shall be
limited to Affordable Rents. Nothing in this Agreement is intended to preclude the Owner from
participating in the Section 8 voucher program or other rent subsidy program pursuant to which
the rent charged for a unit may be set at a rate that is higher than Affordable Rent, provided that
the portion of the rent payable by the tenant is limited to Affordable Rent.

If upon recertification of tenant incomes, Owner determines that a tenant has a
household Gross Income that exceeds the qualifying income for Eligible Households, the tenant
shall be permitted to continue to occupy the unit until the expiration of the term of the tenant’s
lease. Upon expiration of the tenant's lease and following six (6) months’ written notice, such
tenant shall be required to vacate the unit, and Owner shall rent the unit to an Eligible
Household at an Affordable Rent.

In the event of inconsistency between the provisions of this Section 2.2 and rules
applicable to the Project in connection with low-income housing tax credits, tax-exempt bonds,
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or other sources of public financing provided for the Project, the rules applicable pursuant to
such financing source shall prevail.

2.3 Intentionally omitted.

24  No Condominium Conversion. Owner shall not convert the Project to condominium
or cooperative ownership or sell condominium or cooperative rights to the Project or any part
thereof during the term of this Agreement.

2.5 Non-Discrimination; Compliance with Fair Housing Laws.

2.5.1 Preference for Displaced and Local Residents. To the extent permitted by
law and consistent with the program regulations for funding sources used for development of the
Project or for tenant rent subsidies, in accordance with the City’s Amended Local Preference
Policy approved on October 28, 2014 by Resolution 2014, Owner shall give first priority in the
rental of the residential units in the Project to Eligible Households that include at least one
member who was displaced from their affordable housing located within the City because of
substandard and/or unsafe living conditions resulting in Code enforcement proceedings by the
City. Owner shall give second priority to Eligible Households that include at least one member
who lives or works within the St. Helena Unified School District geographic boundaries. In the
event there are fewer Eligible Household applicants that meet the criteria specified in this
paragraph than there are available units, units shall be made available to members of the general
public who are Eligible Households. Notwithstanding the foregoing, in the event of a conflict
between this provision and the provisions of Section 42 of the Internal Revenue Code of 1986, as
amended, the provisions of such Section 42 shall control if such provisions apply to the project
due to Project financing sources.

2.5.2 Fair Housing. Owner shall comply with state and federal fair housing laws
in the marketing and rental of the units in the Project. Owner shall accept as tenants, on the same
basis as all other prospective tenants, persons who are recipients of federal certificates or
vouchers for rent subsidies pursuant to the existing Section 8 program or any successor thereto.

2.5.3 Non-Discrimination. Owner covenants for itself and all persons claiming
under or through it, and this Agreement is made and accepted upon and subject to the condition
that there shall be no discrimination against or segregation of any person or group of persons on
account of any basis listed in subdivision (a) or (d) of Section 12955 of the Government Code, as
those bases are defined in Sections 12926, 12926.1, subdivision (m) and paragraph (1) of
subdivision (p) of Section 12955, and Section 12955.2 of the Government Code, in the sale,
lease, sublease, transfer, use, occupancy, tenure or enjoyment of the Property or part thereof, nor
shall Owner or any person claiming under or through Owner establish or permit any such practice
or practices of discrimination or segregation with reference to the selection, location, number,
use or occupancy of tenants, lessees, subtenants, sublessees or vendees in, of, or for the Property
or part thereof. Owner shall include such provision in all deeds, leases, contracts and other
instruments executed by Owner, and shall enforce the same diligently and in good faith.
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All deeds, leases or contracts made or entered into by Owner, its successors or
assigns, as to any portion of the Property or the Improvements shall contain the following
language:

(a) (1) In Deeds, the following language shall appear:

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

2) Notwithstanding paragraph (1), with respect to familial status, paragraph
(1) shall not be construed to apply to housing for older persons, as defined in
Section 12955.9 of the Government Code. With respect to familial status, nothing
in paragraph (1) shall be construed to affect Sections 51.2, 51.3, 51.4, 51.10,
51.11 and 799.5 of the Civil Code, relating to housing for senior citizens.
Subdivision (d) of Section 51 and Section 1360 of the Civil Code and
subdivisions (n), (0), and (p) of Section 12955 of the Government Code shall

apply to paragraph (1).
(b) (1) In Leases, the following language shall appear:

“The lessee herein covenants by and for the lessee and lessee’s heirs, personal
representatives and assigns, and all persons claiming under the lessee or through
the lessee, that this lease is made subject to the condition that there shall be no
discrimination against or segregation of any person or of a group of persons on
account of race, color, creed, religion, sex, sexual orientation, marital status,
national origin, ancestry or disability in the leasing, subleasing, transferring, use,
occupancy, tenure or enjoyment of the property herein leased nor shall the lessee
or any person claiming under or through the lessee establish or permit any such
practice or practices of discrimination of segregation with reference to the
selection, location, number, use or occupancy of tenants, lessees, sublessees,
subtenants, or vendees in the property herein leased.”

2) Notwithstanding paragraph (1), with respect to familial status, paragraph
(1) shall not be construed to apply to housing for older persons, as defined in

Section 12955.9 of the Government Code. With respect to familial status, nothing
in paragraph (1) shall be construed to affect Sections 51.2, 51.3, 51.4, 51.10,
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51.11 and 799.5 of the Civil Code, relating to housing for senior citizens.
Subdivision (d) of Section 51 and Section 1360 of the Civil Code and
subdivisions (n), (0), and (p) of Section 12955 of the Government Code shall

apply to paragraph (1).

(¢) In Contracts pertaining to management of the Project, the following
language shall appear:

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

2.6 Relocation. Persons residing on the Property as of the Effective Date of this
Agreement shall not be displaced before suitable replacement housing is available. Owner shall
ensure that all such occupants of the Property receive all notices, benefits and assistance to which
they are entitled in accordance with California Relocation Assistance Law (Government Code
Section 7260 et seq.), all state and local regulations implementing such law, and all other
applicable local, state and federal laws and regulations (collectively “Relocation Laws”) relating
to the displacement and relocation of eligible persons as defined in such Relocation Laws. All
costs incurred in connection with the temporary and/or permanent displacement and/or relocation
of occupants of the Property, including without limitation payments to a relocation consultant,
moving expenses, and payments for temporary and permanent relocation benefits pursuant to
Relocation Laws shall be paid by Owner.

Owner shall indemnify, defend (with counsel approved by City) and hold the City and its
elected and appointed officers, officials, employees, agents, consultants, contractors and
representatives (collectively, the “Indemnitees”) harmless from and against all liability, loss,
cost, expense (including without limitation attorneys’ fees and costs of litigation), claim,
demand, action, suit, judicial or administrative proceeding, penalty, deficiency, fine, order, and
damage (all of the foregoing collectively “Claims”) arising in connection with the breach of
Owner’s obligations set forth in this Section whether or not any insurance policies shall have
been determined to be applicable to any such Claims. Owner’s indemnification obligations set
forth in this Section (i) shall survive the expiration or earlier termination of this Agreement, and
(i1) shall not extend to Claims arising solely from the gross negligence or willful misconduct of
the Indemnitees. City does not and shall not waive any rights against Owner that it may have by
reason of any indemnity and hold harmless provision set forth in this Agreement because of the
acceptance by City, or the deposit with City by Owner, ofany of the insurance policies described
in this Agreement.
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3. Reporting Requirements; Access to Information; Inspections.

3.1 Tenant Certification. Owner or Owner’s authorized agent shall obtain from each
household prior to initial occupancy of a dwelling unit in the Project, and on every anniversary
thereafter, a written certificate containing all of the following in such format and with such
supporting documentation as City may reasonably require:

(1) The identity of each household member; and
(i1) The total household Gross Income;

Owner shall retain such certificates for not less than three (3) years, and upon City’s request,
shall provide copies of such certificates to City and make the originals available for City
inspection.

3.2 Annual Report; Inspections. Following completion of Project construction, by not
later than April 1 of each year during the term of this Agreement, Owner shall submit an annual
report (“Annual Report”) to the City in form satisfactory to City, together with Owner’s
certification that the Project is in compliance with the requirements of this Agreement. The
Annual Report shall, at a minimum, include the following information for each dwelling unit in
the Project: (i) unit number; (ii) number of bedrooms; (iii) current rent and other charges; (iv)
dates of any vacancies during the previous year; (v) number of people residing in the unit; (vi)
total household Gross Income of residents; (vii) documentation of source of household income;
and (viii) the information required by Section 3.1. Upon request of City, Owner shall allow
City’s Authorized Representative to inspect and copy all records documenting the source of
household income.

Owner shall include with the Annual Report, an income recertification for each
household, documentation verifying tenant eligibility, and such additional information as City
may reasonably request from time to time in order to demonstrate compliance with this
Agreement. The Annual Report shall conform to the format requested by City; provided
however, during such time that the Project is subject to a regulatory agreement restricting
occupancy and/or rents pursuant to requirements imposed in connection with the use of state or
federal low-income housing tax credits, Owner may satisfy the requirements of this Section that
pertain to tenant income certification and rents by providing City with a copy of compliance
reports required in connection with such financing.

In addition to the information described above, the Annual Report shall include the
following:

(1) A Project income and expense statement for the reporting period;
(i1) Proposed annual budget for the next fiscal year which sets forth Owner’s

estimate of operating income, operating expenses and debt service for the year, amounts payable
to reserves and proposed rent adjustments;
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(iii) A report on maintenance and other issues anticipated to affect the current
budget needs of the Project as well as the amount in the Project’s reserve accounts and the
amount expected to be needed for major repairs or other needs during the new fiscal year; and

(iv)  Information on the status of the waiting list for units, including the number
of households on the list and the number of persons on the list that meet the criteria set forth in
Section 2.5.1; and

Prior to any draw from Project replacement reserves, Owner shall provide the information
described in paragraph (iii) above to City together with a description of the specific capital
replacements or repairs proposed to be undertaken and a budget for such expenditures, and
Owner shall obtain City’s written consent prior to withdrawing funds from Project reserves
except in the event that emergency repairs are required. City shall review such proposal within
fifteen (15) business days, and City shall not unreasonably withhold consent to withdrawals for
capital repairs and replacements. Within sixty (60) days following the end of each fiscal year
during the term of this Agreement, Owner shall provide to City a copy of the annual financial
statements for the Project certified by Owner as accurate and complete, and if one has been
prepared for the Project, audited financial statements prepared by an independent certified public
accountant. City may require the audit to be accompanied by a supplemental report prepared in
accordance with City’s requirements. City may, from time to time request additional or different
information, and Owner shall promptly supply such information in the reports required
hereunder.

3.3. Maintenance of Records.

3.3.1 Owner shall maintain all records regarding the construction of the Project
for five (5) years after final payment and all other pending matters are closed. Owner shall also
maintain tenant leases, income certifications and other matters related to the leasing of the
affordable units for a period of five (5) years after the final date of occupancy by the tenant.

3.3.2 Records must be kept accurate and up-to-date. City shall notify Owner of
any records it deems insufficient. Owner shall have thirty (30) calendar days from such notice to
correct any specified deficiency in the records, or, if more than thirty (30) days shall be
reasonably necessary to correct the deficiency, Ownershall begin to correct the deficiency within
thirty (30) days and diligently pursue the correction of the deficiency as soon as reasonably
possible.

34 Access to Records; Inspections.

3.4.1 Owner shall provide City and its authorized agents and representatives
reasonable access to any books, documents, papers and records of the Project for the purpose of
making audits, examinations, excerpts and transcriptions, during normal business hours of
Owner and upon not less than three (3) business days’ written notice.
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3.4.2 With 48-hours’ notice, during normal business hours and as often as may
be deemed necessary, City and its authorized agents and representatives shall be permitted access
to and the right to examine the Project and the Property and to interview tenants and employees
of the Project, for the purpose of verifying compliance with applicable regulations and
compliance with the conditions of this Agreement and the other City Documents.

3.5 Annual Monitoring Fee. Owner agrees to pay to City an annual fee in the amount
of Five Hundred Sixty Dollars ($560.00) (i.e., Seventy Dollars ($70.00) per unit), increasing
annually by three percent (3%) to offset City’s costs to monitor compliance with this Agreement.
The fee shall be payable on October 1 of each year during the term of this Agreement,
commencing is the year following City’s issuance of a final certificate of occupancy or
equivalent for the Project.

4. Term of Agreement.

4.1 Term of Restrictions. This Agreement shall remain in effect through the fifty-fifth
(55™) anniversary of the City’s issuance of a final certificate of occupancy or equivalent for the
Project, unless the term is extended by mutual agreement of the Parties.

42 Effectiveness Succeeds Conveyance of Property and Repayment of Loan. This
Agreement shall remain effective and fully binding for the full term hereof, as such may be extended
pursuant to Section 4.1, regardless of (i) any sale, assignment, transfer, or conveyance of the
Property or the Project or any part thereof or interest therein, (ii) any payment, prepayment or
extinguishment of the Loan or Note, or (iii) any reconveyance of the Deed of Trust.

43 Reconveyance. Upon the termination of this Agreement, the Parties agree to
execute and record appropriate instruments to release and discharge this Agreement; provided,
however, the execution and recordation of such instruments shall not be necessary or a
prerequisite to the termination of this Agreement upon the expiration of the term as such may be
extended pursuant to Section 4.1.

5. Binding Upon Successors; Covenants to Run with the Land. Owner hereby subjects
its interest in the Property and the Project to the covenants and restrictions set forth in this
Agreement. The City and Owner hereby declare their express intent that the covenants and
restrictions set forth herein shall be deemed covenants running with the land and shall be binding
upon and inure to the benefit of the heirs, administrators, executors, successors in interest,
transferees, and assigns of Owner and City, regardless of any sale, assignment, conveyance or
transfer of the Property, the Project or any part thereof or interest therein. Any successor-in-interest
to Owner, including without limitation any purchaser, transferee or lessee of the Property or the
Project (other than the tenants of the individual dwelling units within the Project) shall be subject
to all of the duties and obligations imposed hereby for the full term of this Agreement. Each and
every contract, deed, ground lease or other instrument affecting or conveying the Property or the
Project or any part thereof, shall conclusively be held to have been executed, delivered and
accepted subject to the covenants, restrictions, duties and obligations set forth herein, regardless of
whether such covenants, restrictions, duties and obligations are set forth in such contract, deed,
ground lease or other instrument. If any such contract, deed, ground lease or other instrument has
been executed prior to the date hereof, Owner hereby covenants to obtain and deliver to City an

10

OAK #4847-3869-1616 v6

Page 198 of 287



Agenda Item #4.1.

instrument in recordable form signed by the parties to such contract, deed, ground lease or other
instrument pursuant to which such parties acknowledge and accept this Agreement and agree to
be bound hereby.

Owner agrees for itself and for its successors that in the event that a court of competent
jurisdiction determines that the covenants herein do not run with the land, such covenants shall
be enforced as equitable servitudes against the Property and the Project in favor of City.

6. Property Management; Repair and Maintenance; Marketing.

6.1 Management Responsibilities. Owner shall be responsible for all management
functions with respect to the Property and the Project, including without limitation the
selection of tenants, certification and recertification of household income and eligibility,
evictions, collection of rents and deposits, maintenance, landscaping, routine and extraordinary
repairs, replacement of capital items, and security. City shall have no responsibility for
management or maintenance of the Property or the Project.

6.2 Management Entity. City shall have the right to review and approve the
qualifications of the management entity proposed by Owner for the Project, and shall have the
right to review and approve any agreement executed between Owner and the management entity,
which approval shall not be unreasonably withheld. The contracting of management services to
a management entity shall not relieve Owner of its primary responsibility for proper
performance of management duties. City hereby approves CRYRAG Inc., a California
corporation doing business as Crown Realty Property Management, as the initial management
entity for the Project. Any subsequent management entity shall be subject to City review and
approval, which shall not be unreasonably withheld or delayed. Upon City determination and
delivery of written notice to Owner that Owner has failed to operate the Project in accordance
with this Agreement, City may, subject to any applicable cure period, require Owner to contract
with a qualified management agent selected by City, to operate the Project, or to make such other
arrangements as City deems necessary to ensure performance of the required functions.

6.3 Repair, Maintenance and Security. Throughout the term of this Agreement,
Owner shall at its own expense, maintain the Property and the Project in good physical condition,
in good repair, and in decent, safe, sanitary, habitable and tenantable living conditions in
conformity with all applicable state, federal, and local laws, ordinances, codes, and regulations.
Without limiting the foregoing, Owner agrees to maintain the Project and the Property (including
without limitation, the residential units, common areas, meeting rooms, landscaping, driveways,
parking areas and walkways) in a condition free of all waste, nuisance, debris, unmaintained
landscaping, graffiti, disrepair, abandoned vehicles/appliances, and illegal activity, and shall take
all reasonable steps to prevent the same from occurring on the Property or at the Project. Owner
shall prevent and/or rectify any physical deterioration of the Property and the Project and
shall make all repairs, renewals and replacements necessary to keep the Property and the
improvements located thereon in good condition and repair. Owner shall provide adequate
security measures for the Project, including without limitation, the installation of adequate lighting
and deadbolt locks.
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6.3.1 Additional Requirements. All construction work and professional services
for the Project shall be performed by persons or entities licensed or otherwise authorized to
perform the applicable work or service in the State of California and shall have a current City of
St. Helena business license if required under local law. To the extent allowed by state and
federal laws, Owner shall limit the installation of satellite dish, antenna and other such
equipment to screened locations on the Property as approved by the City. Owner shall diligently
work to resolve complaints related to noise, parking, litter or other neighborhood concerns.

6.4 City’s Right to Perform Maintenance. In the event that Owner breaches any of the
covenants contained in Section 6.3, and such default continues for a period of ten (10) days after
written notice from City (with respect to graffiti, debris, and waste material) or thirty (30) days
after written notice from City (with respect to landscaping, building improvements and general
maintenance), or such additional time as is reasonably required to rectify the condition, then City,
in addition to any other remedy it may have under this Agreement or at law or in equity, shall have
the right, but not the obligation, to enter upon the Property and perform all acts and work
necessary to protect, maintain, and preserve the improvements and the landscaped areas on the
Property. All reasonable costs expended by City in connection with the foregoing, shall constitute
an indebtedness secured by the Deed of Trust, and shall be paid by Owner to City upon demand.
All such sums remaining unpaid thirty (30) days following delivery of City’s invoice therefor shall
bear interest at the lesser of 8% per annum or the highest rate permitted by applicable law. City
shall have a lien against the Property for the amount of such unpaid sums and shall have the right
to record a Notice of Claim of Lien against the Property.

6.5 Marketing and Management Plan. Not later than ninety (90) days following
commencement of construction of the Project, Owner shall submit for City review and
approval, a plan for marketing and managing the Property ("Marketing and Management Plan"
or “Plan”). The Marketing and Management Plan shall address in detail how Owner plans to
market the Project to prospective Eligible Households in accordance with fair housing laws and
this Agreement, including without limitation Sections 2.5 and 2.6, Owner’s tenant selection
criteria, and how Owner plans to certify the eligibility of Eligible Households. The Plan shall also
describe the management team and shall address how the Owner and the management entity plan
to manage and maintain the Property and the Project. The Plan shall include the proposed
management agreement and the form of rental agreement that Owner proposes to enter into with
Project tenants. Owner shall abide by the terms of the Marketing and Management Plan in
marketing, managing, and maintaining the Property and the Project, and throughout the term of
this Agreement, shall submit proposed material modifications to City for review and approval.

In addition to the foregoing, the Marketing and Management Plan shall address the
following:

(a) The actions to be taken by Owner to affirmatively market units in
compliance with fair housing laws and in compliance with City’s policies and procedures,
including the policies described in Section 2.5 above;

(b) Criteria for determining tenant eligibility, including certification of
household income and size, and establishing reasonable occupancy standards (which shall
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not exceed standards established by state and federal fair housing laws and state housing
and building codes) and procedures for screening prospective tenants, including obtaining
credit reports, unlawful detainer reports, landlord references, and criminal background
investigations;

(¢) A requirement that eligible tenants be selected based on order of
application, lottery or other reasonable method approved by City;

(d) A requirement that eligible applicants be notified of eligibility and be
provided an estimate regarding when a unit may be available;

(e) A requirement that ineligible applicants be notified of the reason for their
ineligibility;

) Specific procedures through which applicants deemed to be ineligible may
appeal this determination;

(2) Maintenance of a waiting list of eligible applicants;

(h) Specific procedures for obtaining documentation regarding prospective
tenants’ incomes, as necessary, to certify that such income does not exceed income limits;

(1) Specific procedures for certification and recertification of household
incomes and procedures for handling over-income tenants;

Q) A requirement that a written rental agreement (subject to City approval) be
executed with each eligible household selected to occupy a unit;

(k) A detailed listing of reasonable rules of conduct and occupancy which
shall be in writing, shall be consistent with federal and state law, and shall be provided to
each tenant upon occupancy;

) A requirement that there be no storage on balconies and patios and that
tenants must keep all balconies, patios and other exterior areas neat, clean and clutter free,
including no clotheslines or laundry;

(m) A parking management plan which details, among other things, how
parking spaces will be assigned, how guest parking will be handled and how parking will
be managed to encourage tenants to use their assigned parking spaces;

(n) Procedures for maintenance and management of the Project;

(o) Procedures for dealing with tenant or neighborhood issues or concerns;

(p) Procedures for maintaining a reserve account, budgeting for maintenance
and repair needs as well as long-term rehabilitation needs and handling net cash flow; and
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()] Such other requirements and criteria/procedures as City may determine
appropriate.

6.6 Approval of Amendments. If City has not responded to any submission of the
Management and Marketing Plan, the proposed management entity, the proposed management
agreement, or a proposed amendment or change to any of the foregoing within sixty (60) days
following City’s receipt of such plan, proposal, agreement or amendment, the plan, proposal,
agreement, or amendment shall be deemed approved by City.

6.7 Fees, Taxes, and Other Levies. Owner shall be responsible for payment of all fees,
assessments, taxes, charges, liens and levies applicable to the Property or the Project, including
without limitation possessory interest taxes, if applicable, imposed by any public entity, and shall
pay such charges prior to delinquency. However, Owner shall not be required to pay any such
charge so long as (a) Owner is contesting such charge in good faith and by appropriate
proceedings, (b) Owner maintains reserves adequate to pay any contested liabilities, and (c) on
final determination of the proceeding or contest, Owner immediately pays or discharges any
decision or judgment rendered against it, together with all costs, charges and interest. The
foregoing is not intended to impair Owner’s ability to apply for any applicable exemption from
property taxes or other assessments and fees.

6.8 Insurance Coverage. Throughout the term of this Agreement Owner shall comply
with the insurance requirements set forth in Exhibit B, and shall, at Owner’s expense, maintain in
full force and effect insurance coverage as specified in Exhibit B.

6.9 Property Damage or Destruction. If any part of the Project is damaged or
destroyed, Owner shall repair or restore the same, consistent with the occupancy and rent
restriction requirements set forth in this Agreement. Such work shall be commenced as soon
as reasonably practicable after the damage or loss occurs and shall be completed within one
year thereafter or as soon as reasonably practicable, provided that insurance proceeds are
available to be applied to such repairs or restoration within such period and the repair or
restoration is financially feasible. During such time that lenders or low-income housing tax
credit investors providing financing for the Project impose requirements that differ from the
requirements of this Section the requirements of such lenders and investors shall prevail.

7. Recordation; Subordination. This Agreement shall be recorded in the Official Records of
Napa County. Owner hereby represents, warrants and covenants that with the exception of
easements of record, absent the written consent of City, this Agreement shall not be subordinated
in priority to any lien (other than those pertaining to taxes or assessments), encumbrance, or other
interest in the Property or the Project. If at the time this Agreement is recorded, any interest, lien,
or encumbrance has been recorded against the Project in position superior to this Agreement,
upon the request of City, Owner hereby covenants and agrees to promptly undertake all action
necessary to clear such matter from title or to subordinate such interest to this Agreement
consistent with the intent of and in accordance with this Section 7, and to provide such evidence
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thereof as City may reasonably request. Notwithstanding the foregoing, the City agrees that the
City will not withhold consent to reasonable requests for subordination of this Agreement to
deeds of trust provided for the benefit of lenders identified in the Financing Plan (as defined in
the Loan Agreement) as it may be updated with City approval, provided that the instruments
effecting such subordination include reasonable protections to the City in the event of default,
including without limitation, extended notice and cure rights, the rights set forth in Section 9.6 of
the Loan Agreement, and to the extent applicable, address the matters addressed in Section 3.4(d)
of the Loan Agreement.

8. Transfer and Encumbrance.

8.1 Restrictions on Transfer and Encumbrance. During the term of this Agreement,
except as permitted pursuant to the Loan Agreement or this Agreement, Owner shall not directly
or indirectly, voluntarily, involuntarily or by operation of law make or attempt any total or partial
sale, transfer, conveyance, encumbrance, assignment (including, without limitation, any
assignment for security purposes), or lease (collectively, “Transfer) of the whole or any part of
the Property, the Project, or the improvements located on the Property, without the prior written
consent of the City, which approval shall not be unreasonably withheld. In addition, prior to the
expiration of the term of this Agreement, except as expressly permitted by this Agreement or the
Loan Agreement, Owner shall not undergo any significant change of ownership without the prior
written approval of City. For purposes of this Agreement, a “significant change of ownership”
shall mean a transfer of the beneficial interest in Owner of more than forty-nine percent (49%) in
aggregate of the present ownership and /or control of Owner, taking all transfers into account on
a cumulative basis; provided however, neither the admission of an investor limited partner, nor
the transfer by the investor limited partner to subsequent limited partners shall be restricted by
this provision. Notwithstanding any contrary provision of this Agreement, City shall have the
right to review and approve any proposed development services agreement for the Project, and
any joint venture, partnership or similar agreement relating to development, ownership or
management of the Project, and City’s prior written consent to any such agreement shall be
required.

8.2 Permitted Transfers. Notwithstanding any contrary provision hereof, the
prohibitions on Transfer set forth herein shall not be deemed to prevent: (i) the granting of
easements or permits to facilitate development of the Property; (ii) the dedication of any property
required pursuant to the Loan Agreement; (iii) the lease of individual dwelling units to tenants
for occupancy as their principal residence in accordance with this Agreement; or (iv) assignments
creating security interests for the purpose of financing the construction or permanent financing of
the Project provided that such financing is provided by the lenders identified in the Financing
Plan approved in accordance with the Loan Agreement and is consistent with the terms set forth
in the approved Financing Plan as it may be updated with City approval, or Transfers directly
resulting from the foreclosure of, or granting of a deed in lieu of foreclosure of, such a security
interest.

8.3 Requirements for Proposed Transfers. The City may, in the exercise of its sole
discretion, consent to a proposed Transfer of this Agreement, the Property, the Improvements or
part thereof if all of the following requirements are met (provided however, the requirements of
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this Section 8.3 shall not apply to Transfers described in clauses (i), (ii), or (iii) of Section 8.2):

1) The proposed transferee demonstrates to the City’s satisfaction that it has
the qualifications, experience and financial resources necessary and adequate as may be
reasonably determined by the City to competently complete and manage the Project and to
otherwise fulfill the obligations undertaken by the Owner under this Agreement;

(i1) The Owner and the proposed transferee shall submit for City review and
approval all instruments and other legal documents proposed to effect any Transfer of all or any
part of or interest in the Property, the Improvements or this Agreement together with such
documentation of the proposed transferee’s qualifications and development capacity as the City
may reasonably request;

(iii)  The proposed transferee shall expressly assume all of the rights and
obligations of the Owner under this Agreement and the other City Loan Documents arising after
the effective date of the Transfer and all obligations of Owner arising prior to the effective date
of the Transfer (unless Owner expressly remains responsible for such obligations) and shall agree
to be subject to and assume all of Owner’s obligations pursuant to the Conditions of Approval
and all other conditions, and restrictions set forth in this Agreement;

(iv)  The Transfer shall be effectuated pursuant to a written instrument
satisfactory to the City in form recordable in the Official Records; and

W) If applicable, the final form of any financing, development services, joint
venture, or partnership agreement, and any subsequent amendments of such agreements that
affect City’s economic interests under the City Documents shall be subject to City’s review and
approval.

Consent to any proposed Transfer may be given by the City’s Authorized Representative
unless the City’s Authorized Representative, in his or her discretion, refers the matter of approval
to the City Council. If the City has not rejected a proposed Transfer or requested additional
information regarding a proposed Transfer in writing within forty-five (45) days following City’s
receipt of written request by Owner, the proposed Transfer shall be deemed approved.

8.4 Effect of Transfer without City Consent. In the absence of specific written
agreement by the City, no Transfer of the Property or the Project shall be deemed to relieve the
Owner or any other party from any obligationunder this Agreement. It shall be an Event of
Default hereunder entitling City to pursue remedies including without limitation, acceleration of
the Loan and/or foreclosure under the Deed of Trust if without the prior written approval of the
City, Owner assigns or Transfers this Agreement, the Improvements, or the Property or
undertakes any other Transfer (including without limitation any assignment for security or
encumbrance of the Property) in violation of Section 8 and the Subsections thereof.

8.5 Recovery of City Costs. Owner shall reimburse City for all City costs, including
but not limited to reasonable attorneys’ fees, incurred in reviewing instruments and other legal
documents proposed to effect a Transfer under this Agreement and in reviewing the
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qualifications and financial resources of a proposed successor, assignee, or transferee within
thirty (30) days following City’s delivery to Owner of an invoice detailing such costs.

8.6 Encumbrances. Owner agrees to use best efforts to ensure that all deeds of trust
or other security instruments and any applicable subordination agreement recorded against the
Property, the Project or part thereof for the benefit of a lender other than City (“Third-Party
Lender”) shall contain each of the following provisions: (i) Third-Party Lender shall use its best
efforts to provide to City a copy of any notice of default issued to Owner concurrently with
provision of such notice to Owner; (ii) City shall have the reasonable right, but not the
obligation, to cure any default by Owner within the same period of time provided to Owner for
such cure extended by an additional ninety (90) days; (iii) provided that City has cured any
default under Third-Party Lender’s deed of trust and other loan documents, City shall have the
right to foreclose City’s Deed of Trust and take title to the Project without acceleration of Third-
Party Lender’s debt; and (iv) City shall have the right to transfer the Project without acceleration
of Third-Party Lender’s debt to a nonprofit corporation or other entity which shall own and
operate the Project as an affordable rental housing Project, subject to the prior written consent of
the Third-Party Lender. Owner agrees to provide to City a copy of any notice of default Owner
receives from any Third-Party Lender within three (3) business days following Owner’s receipt
thereof.

8.7 Mortgagee Protection. No violation of any provision contained herein shall defeat
or render invalid the lien of any mortgage or deed of trust made in good faith and for value upon
all or any portion of the Project or the Property, and the purchaser at any trustee’s sale or
foreclosure sale shall not be liable for any violation of any provision hereof occurring prior to the
acquisition of title by such purchaser. Such purchaser shall be bound by and subject to this
Agreement from and after such trustee’s sale or foreclosure sale. Promptly upon determining
that a violation of this Agreement has occurred, City shall give written notice to the holders of
record of any mortgages or deeds of trust encumbering the Project or the Property that such
violation has occurred.

9. Default and Remedies.

9.1 Events of Default. The occurrence of any one or more of the following events
shall constitute an event of default hereunder ("Event of Default"):

(1) The occurrence of a Transfer in violation of Section 8 hereof;

(i1) Owner’s failure to maintain insurance on the Property and the Project as
required hereunder, and the failure of Owner to cure such default within five (5) days;

(ii1)  Subject to Owner’s right to contest the following charges, Owner’s failure
to pay taxes or assessments due on the Property or the Project or failure to pay any other
charge that may result in a lien on the Property or the Project, and Owner’s failure to cure
such default within twenty (20) days of delinquency, but in all events prior to the date
upon which the holder of any such lien has the right to foreclose thereon;
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(iv) A default arises under any loan secured by a mortgage, deed of trust or
other security instrument recorded against the Property and remains uncured beyond any
applicable cure period such that the holder of such security instrument has the right to
accelerate repayment of such loan;

) A default arises under the Loan Agreement, the Note, or the Deed of Trust
and remains uncured beyond the expiration of any applicable cure period;

(vi)  Owner’s default in the performance of any term, provision or covenant
under this Agreement (other than an obligation enumerated in this Section 9.1), and
unless such provision specifies a shorter cure period for such default, the continuation of
such default for fifteen (15) days in the event of a monetary default or thirty (30) days in
the event of a non-monetary default following the date upon which City shall have given
written notice of the default to Owner, or if the nature of any such non-monetary default
is such that it cannot be cured within thirty (30) days, Owner’s failure to commence to
cure the default within thirty (30) days and thereafter prosecute the curing of such default
with due diligence and in good faith.

9.2 Remedies. Upon the occurrence of an Event of Default and its continuation
beyond any applicable cure period, City may proceed with any of the following remedies:

@) Bring an action for equitable relief seeking the specific performance of the
terms and conditions of this Agreement, and/or enjoining, abating, or preventing any
violation of such terms and conditions, and/or seeking declaratory relief;

(ii))  Accelerate and declare the balance of the Note and interest accrued
thereon immediately due and payable and proceed with foreclosure under the Deed of
Trust;

@ii).  For violations of obligations with respect to rents for dwelling units in the
Project, impose as liquidated damages a charge in an amount equal to the actual amount
collected in excess of the Affordable Rent;

(iv).  Pursue any other remedy allowed under the City Documents or at law or in
equity.

Each of the remedies provided herein is cumulative and not exclusive. The City may
exercise from time to time any rights and remedies available to it under applicable law or in
equity, in addition to, and not in lieu of, any rights and remedies expressly provided in this
Agreement.

10. Indemnity. Owner shall indemnify, defend (with counsel approved by City) and hold the
Indemnitees harmless from and against all Claims arising directly or indirectly, in whole or in
part, as a result of or in connection with Owner’s construction, management, or operation of the
Property and the Project or any failure to perform any obligation as and when required by this
Agreement. Owner’s indemnification obligations under this Section 10 shall not extend to

18

OAK #4847-3869-1616 v6

Page 206 of 287



Agenda Item #4.1.

Claims resulting solely from the gross negligence or willful misconduct of Indemnitees. The
provisions of this Section 10 shall survive the expiration or earlier termination of this Agreement.
City does not and shall not waive any rights against Owner that it may have by reason of any
indemnity and hold harmless provision set forth in this Agreement because of the acceptance by
City, or the deposit with City by Owner, of any of the insurance policies described in this
Agreement.

11. Miscellaneous.

11.1  Amendments. This Agreement may be amended or modified only by a written
instrument signed by both Parties.

11.2  No Waiver. Any waiver by City of any term or provision of this Agreement must
be in writing. No waiver shall be implied from any delay or failure by City to take action on
any breach or default hereunder or to pursue any remedy allowed under this Agreement or
applicable law. No failure or delay by City at any time to require strict performance by Owner of
any provision of this Agreement or to exercise any election contained herein or any right, power
or remedy hereunder shall be construed as a waiver of any other provision or any succeeding
breach of the same or any other provision hereof or a relinquishment for the future of such
election.

11.3  Notices. Except as otherwise specified herein, all notices to be sent pursuant to
this Agreement shall be made in writing, and sent to the Parties at their respective addresses
specified below or to such other address as a Party may designate by written notice delivered to
the other parties in accordance with this Section. All such notices shall be sent by: (i) personal
delivery, in which case notice is effective upon delivery; (ii) certified or registered mail, return
receipt requested, in which case notice shall be deemed delivered upon receipt if delivery is
confirmed by a return receipt; or (iii) nationally recognized overnight courier, with charges
prepaid or charged to the sender’s account, in which case notice is effective on delivery if
delivery is confirmed by the delivery service.

City: City of St. Helena
1480 Main Street
St. Helena, CA 94574
Attention: City Manager

Owner: Calistoga Affordable Housing, Inc.
1332 Lincoln Avenue
Calistoga, CA 94515
Attention: Executive Director

11.4  Further Assurances. The Parties shall execute, acknowledge and deliver to the
other such other documents and instruments, and take such other actions, as either shall

19
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reasonably request as may be necessary to carry out the intentof this Agreement.

11.5 Parties Not Co-Venturers; Independent Contractor; No Agency Relationship.
Nothing in this Agreement is intended to or shall establish the Parties as partners, co-venturers,
or principal and agent with one another. The relationship of Owner and City shall not be
construed as a joint venture, equity venture, partnership or any other relationship. City neither
undertakes nor assumes any responsibility or duty to Owner (except as expressly provided in this
Agreement) or to any third party with respect to the Project. Owner and its employees are not
employees of City but rather are, and shall always be considered independent contractors.
Furthermore, Owner and its employees shall at no time pretend to be or hold themselves out as
employees or agents of City. Except as City may specify in writing, Owner shall not have any
authority to act as an agent of City or to bind City to any obligation.

11.6  Action by the City. Except as may be otherwise specifically provided herein,
whenever any approval, notice, direction, consent or request by the City is required or permitted
under this Agreement, such action shall be in writing, and such action may be given, made or
taken by the City’s Authorized Representative or by any person who shall have been designated
by the City’s Authorized Representative, without further approval by the City Council.

11.7  Non-Liability of City and City Officials, Employees and Agents. No member,
official, employee or agent of the City shall be personally liable to Owner or any successor in

interest, in the event of any default or breach by the City, or for any amount of money which may
become due to Owner or its successor or for any obligation of City under this Agreement.

11.8  Headings; Construction; Statutory References. The headings of the sections and
paragraphs of this Agreement are for convenience only and shall not be used to interpret this
Agreement. The language of this Agreement shall be construed as a whole according to its fair
meaning and not strictly for or against any Party. All references in this Agreement to particular
statutes, regulations, ordinances or resolutions of the United States, the State of California, or the
City of St. Helena shall be deemed to include the same statute, regulation, ordinance or
resolution as hereafter amended or renumbered, or if repealed, to such other provisions as may
thereafter govern the same subject.

11.9 Time is of the Essence. Time is of the essence in the performance of this
Agreement.

11.10 Governing Law; Venue. This Agreement shall be construed in accordance with
the laws of the State of California without regard to principles of conflicts of law. Any action to
enforce or interpret this Agreement shall be filed and heard in the Superior Court of Napa
County, California or in the Federal District Court for the Northern District of California.

11.11 Attorneys' Fees and Costs. If any legal or administrative action is brought to
interpret or enforce the terms of this Agreement, the prevailing party shall be entitled to recover all
reasonable attorneys' fees and costs incurred in such action.

20
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11.12 Severability. If any provision of this Agreement is held invalid, illegal, or
unenforceable by a court of competent jurisdiction, the validity, legality, and enforceability of
the remaining provisions shall not be affected or impaired thereby.

11.13 Entire Agreement; Exhibits. This Agreement, together with the Loan Agreement
and the Deed of Trust contains the entire agreement of Parties with respect to the subject matter
hereof, and supersedes all prior oral or written agreements between the Parties with respect
thereto. Exhibits A and B, attached hereto are incorporated herein by this reference.

11.14 Counterparts. This Agreement may be executed in multiple counterparts, each of
which shall be an original and all of which together shall constitute one agreement.

SIGNATURES ON FOLLOWING PAGES.
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IN WITNESS WHEREOF, the Parties have executed this Affordable Housing Regulatory

Agreement and Declaration of Restrictive Covenants as of the date first written above.

CITY:
CITY OF ST. HELENA, a municipal corporation

By:

Print Name:

Title:

Attest:

By:

City Clerk
Approved as to form:

By:

City Attorney

OWNER:

CALISTOGA AFFORDABLE HOUSING, INC,,
a California nonprofit public benefit corporation

By:

Print Name:

Title:

SIGNATURES MUST BE NOTARIZED.
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A notary public or other officer completing this certificate verifies only the identity of the
individual who signed the document to which this certificate is attached, and not the
truthfulness, accuracy, or validity of that document.

STATE OF CALIFORNIA )

)
COUNTY OF NAPA )
On ,20 _, before me, , Notary Public, personally
appeared , who proved to me on the basis of

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

I certify under PENALTY OF PERJURY under the laws of the State of California that the
foregoing paragraph is true and correct.

WITNESS my hand and official seal.

Signature (Seal)
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A notary public or other officer completing this certificate verifies only the identity of the individual
who signed the document to which this certificate is attached, and not the truthfulness, accuracy, or
validity of that document.

STATE OF CALIFORNIA )

)
COUNTY OF NAPA )
On ,20 _, before me, , Notary Public, personally
appeared , who proved to me on the basis of

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

I certify under PENALTY OF PERJURY under the laws of the State of California that the
foregoing paragraph is true and correct.

WITNESS my hand and official seal.

Signature (Seal)
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Exhibit A

PROPERTY

The real property situated in the City of St. Helena, County of Napa, State of California, described
as follows:

COMMENCING at a point on the Southeastern line of Pope Street, distant thereon 126 feet and 7
inches Northeasterly from the point of intersection thereof with the centerline of the main tract of
the Southern Pacific Railroad Company; running thence Northeasterly, along said line of Pope
Street, 50 feet to the Southwestern line of the lot of land heretofore conveyed to Emma R. Davis
Mooney by Deed recorded February 25, 1889, in Book 45 of Deeds at page 73, said Napa County
Records; thence Southeasterly along the Southwestern line of lot conveyed to Mooney, 150 feet,
more or less, to the middle of Sulphur Springs Creek; thence up the middle of said creek, in a
southwesterly direction, 50 feet, more or less, to the intersection thereof with a line drawn
Southeasterly through the point of commencement and parallel with the Southwestern line of said
lot conveyed to Mooney above referred to; thence Northwesterly, along last mentioned line, 180
feet more or less, to the point of commencement.

APN: 009-090-003
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Exhibit B

INSURANCE REQUIREMENTS

Prior to initiating work on the Project and continuing through throughout the term of this
Agreement, Owner shall obtain and maintain the following policies of insurance:

(a) a commercial general liability policy in the amount of Two Million Dollars
($2,000,000) each occurrence, Two Million Dollars ($2,000,000) annual aggregate, including
coverage for bodily injury, property damage, products, completed operations and contractual
liability coverage. Such policy or policies shall be written on an occurrence basis and shall name
the Indemnitees as additional insureds.

(b) a comprehensive automobile liability coverage in the amount of Two Million
Dollars ($2,000,000), combined single limit including coverage for owned and non-owned
vehicles and shall furnish or cause to be furnished to City evidence satisfactory to City that Owner
and any contractor with whom Owner has contracted for the performance of work on the Property
or otherwise pursuant to this Agreement carries workers’ compensation insurance as required by
law. Automobile liability policies shall name the Indemnitees as additional insureds.

(©) Owner shall furnish or cause to be furnished to City evidence satisfactory to City
that Owner and any contractor that has contracted for the performance of work on the Property or
otherwise pursuant to this Agreement carries statutory Workers’ Compensation insurance and
Employer’s Liability insurance in a minimum amount of One Million Dollars ($1,000,000) per
accident.

(d) Upon commencement of construction and continuing until issuance of a Certificate
of Completion, Owner and all contractors working on behalf of Owner shall maintain a policy of
builder's all-risk insurance in an amount not less than the full insurable cost of the Project on a
replacement cost basis naming City as loss payee.

(e) Upon completion of Project construction, Owner shall maintain property insurance
covering all risks of loss (other than earthquake), including flood (if required) for 100% of the
replacement value of the Project with deductible, if any, in an amount acceptable to City, naming
City as loss payee.

(e) Companies writing the insurance required hereunder shall be licensed to do
business in the State of California. Insurance shall be placed with insurers with a current A.M.
Best's rating of no less than A: VII. The Commercial General Liability and comprehensive
automobile policies required hereunder shall name the Indemnitees as additional insureds.
Builder’s Risk and property insurance shall name City as loss payee as its interests may appear.

® Prior to commencement of construction, Owner shall furnish City with certificates

of insurance in form acceptable to City evidencing the required insurance coverage and duly
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executed endorsements evidencing such additional insured status. The certificates shall contain a
statement of obligation on the part of the carrier to notify City of any material adverse change,
cancellation, termination or non-renewal of the coverage at least thirty (30) days in advance of the
effective date of any such material adverse change, cancellation, termination or non-renewal.

The additional insured endorsements for the general liability coverage shall use
Insurance Services Office (ISO) Form No. CG 20 09 11 85 or CG 20 10 11 85, or equivalent,
including (if used together) CG 2010 10 01 and CG 2037 10 01; but shall not use the following
forms: CG 2010 10 93 or 03 94. Upon request by City’s Risk Manager, Owner shall provide or
arrange for the insurer to provide within thirty (30) days of the request, certified copies of the
actual insurance policies or relevant portions thereof.

(h) If any insurance policy or coverage required hereunder is canceled or reduced,
Owner shall, within fifteen (15) days after receipt of notice of such cancellation or reduction in
coverage, but in no event later than the effective date of cancellation or reduction, file with City a
certificate showing that the required insurance has been reinstated or provided through another
insurance company or companies. Upon failure to so file such certificate, City may, without
further notice and at its option, procure such insurance coverage at Owner’s expense, and Owner
shall promptly reimburse City for such expense upon receipt of billing from City.

(1) Coverage provided by Owner shall be primary insurance and shall not be
contributing with any insurance, or self-insurance maintained by City, and the policies shall so
provide. The insurance policies shall contain a waiver of subrogation for the benefit of the City.
Owner shall furnish the required certificates and endorsements to City prior to the commencement
of construction of the Project, and shall provide City with certified copies of the required
insurance policies upon request of City.

) Deductibles/Retentions. Any deductibles or self-insured retentions shall be
declared to, and be subject to approval by, City’s Risk Manager. At the option of and upon
request by City’s Risk Manager if the Risk Manager determines that such deductibles or retentions
are unreasonably high, either the insurer shall reduce or eliminate such deductibles or self-
insurance retentions as respects the Indemnitees or Owner shall procure a bond guaranteeing
payment of losses and related investigations, claims administration and defense expenses.

k) Adjustments. The limits of the liability coverage and, if necessary, the terms and
conditions of insurance, shall be reasonably adjusted from time to time (not less than every five
(5) years after the Effective Date nor more than once in every three (3) year period) to address
changes in circumstances, including, but not limited to, changes in the purchasing power of the
dollar and the litigation climate in California. Within thirty (30) days following City’s delivery of
written notice of any such adjustments, Owner shall provide City with amended or new insurance
certificates and endorsements evidencing compliance with such adjustments.
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AFFORDABLE HOUSING LOAN AGREEMENT

by and between

THE CITY OF ST. HELENA

and

CALISTOGA AFFORDABLE HOUSING, INC.

(Turley Flats)

, 2017
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THIS AFFORDABLE HOUSING LOAN AGREEMENT (this “Agreement”) is entered
into effective as of , 2017 (“Effective Date”) by and between the City of St.
Helena, a municipal corporation (“City”) and California Affordable Housing, Inc., a California
nonprofit public benefit corporation (“Developer”). The City and the Developer are collectively
referred to herein as the “Parties.”

RECITALS

A. Developer owns the real property located at 1105 Pope Street in the City of St.
Helena, California, known as Napa County Assessor’s Parcel No. 009-090-003 and more
particularly described in Exhibit A attached hereto (the “Property”).

B. Developer intends to demolish the existing improvements on the Property and
develop, own and operate an affordable housing development on the Property consisting of eight
(8) apartments and related improvements (the “Project”).

C. Upon satisfaction of the conditions precedent set forth in this Agreement and
subject to the terms and conditions set forth herein, the City has agreed to provide a loan to
Developer to assist in financing the Project.

D. Concurrently with the execution of this Agreement, among other documents,
Developer will execute, and deliver to City, and as applicable, cause to be recorded in the
Official Records: a secured promissory note to evidence Developer’s obligation to repay the
loan City will provide for the Project, a deed of trust that will provide City with a security
interest in the Project and the Property, and an Affordable Housing Regulatory Agreement and
Declaration of Restrictive Covenants that will require Project rents to be affordable to low-
income households for a term of not less than fifty-five (55) years.

E. A material inducement to City to enter into this Agreement is the agreement by
Developer to develop the Project within the time periods specified herein and in accordance with
the provisions hereof, and the City would be unwilling to enter into this Agreement in the
absence of an enforceable commitment by Developer to take such actions and complete such
work in accordance with such provisions and within such time periods.

NOW, THEREFORE, in consideration of the mutual covenants contained herein and
good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged,
the Parties agree as follows.

ARTICLE I
DEFINITIONS; EXHIBITS
1.1 Definitions. The following terms shall have the meanings set forth in the Sections

referenced below whenever used in this Agreement and the Exhibits attached hereto. Additional
terms are defined in the Recitals and text of this Agreement.
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“Affordable Rent” is defined in the Regulatory Agreement.
“Applicable Laws” is defined in Section 5.15.

“Area Median Income” is defined in the Regulatory Agreement.
“Certificate of Completion” is defined in Section 5.12.

“City’s Authorized Representative” means the City Manager of the City

of St. Helena or the Planning and Community Improvement Director of the City
of St. Helena.

“City” means the City of St. Helena, a municipal corporation.
“City Council” means the City Council of the City of St. Helena.

“City Documents” means collectively, this Agreement, the Note, the

Deed of Trust, and the Regulatory Agreement.

“City’s Permitted Exceptions” is defined in Section 3.4.
“Claims” is defined in Section 5.14.

“Closing Date” or “Close of Escrow” shall be the date that escrow closes

for the Loan..

OAK #4829-7354-8832 v6

“Conditions of Approval” is defined in Section 5.4.
“Construction Plans” is defined in Section 5.6.
“Deed of Trust” is defined in Section 3.4.

“Eligible Households” is defined in the Regulatory Agreement.
“Environmental Laws” is defined in Section 7.6.2.
“Escrow Agent” is defined in Section 3.1.
“Financing Plan is defined in Section 2.4.

“Force Majeure” is defined in Section 12.2.
“Hazardous Material” is defined in Section 7.6.1.
“Improvements” is defined in Section 2.3.
“Indemnitees” is defined in Section 5.14.

“Lender’s Title Policy” is defined in Section 3.4.
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“Loan” is defined in Section 4.1.

“Loan Proceeds” is defined in Section 4.1.

“Note” is defined in Section 3.4.

“Official Records” means the Official Records of Napa County.
“Project” is defined in Recital B.

“Property” is defined in Recital A.

“Regulatory Agreement” is defined in Section 3.4.

“Title Company” is defined in Section 3.1.

“Transfer” is defined in Section 8.2.

1.2 Exhibits. The following Exhibits are attached hereto and incorporated into this
Agreement by this reference:

Legal Description of the Property
Form of Promissory Note

Form of Deed of Trust

Form of Regulatory Agreement
Financing Plan

Form of Certificate of Completion

Tmomg QW

ARTICLE 11

REPRESENTATIONS; PROJECT SCOPE; FINANCING PLAN

2.1 Developer’s Representations. Developer represents and warrants to City as
follows, and Developer covenants that until the expiration or earlier termination of this
Agreement, upon learning of any fact or condition which would cause any of the warranties and
representations in this Section 2.1 not to be true, Developer shall immediately give written notice
of such fact or condition to City. Developer acknowledges that City shall rely upon Developer’s
representations made herein notwithstanding any investigation made by or on behalf of City.

(a) Organization. Developer is a nonprofit public benefit corporation, duly organized
and in good standing under the laws of the State of California and tax-exempt under Section
501(c)(3) of the Internal Revenue Code of 1986, as amended.

(b) Authority of Developer. Developer has full power and authority to execute and
deliver this Agreement and all other documents or instruments executed and delivered by
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Developer, or to be executed and delivered by Developer pursuant to, or in connection with, this
Agreement, and to perform and observe the terms and provisions of all of the foregoing.

(c) Authority of Persons Executing Documents. This Agreement and all other
documents or instruments executed and delivered by Developer, or to be executed and delivered
by Developer, pursuant to or in connection with to this Agreement, have been executed and
delivered, or will be executed and delivered, by persons who are duly authorized to execute and
deliver the same for and on behalf of Developer, and all actions required under Developer’s
organizational documents and applicable governing law for the authorization, execution, delivery
and performance of this Agreement and all other documents or instruments executed and
delivered by Developer, or to be executed and delivered by Developer, pursuant to or in
connection with this Agreement, have been duly taken or will have been duly taken (to the extent
such actions are required) as of the date of execution and delivery of such documents.

(d) Valid and Binding Agreements. This Agreement and all other documents or
instruments which have been executed and delivered by Developer or will be executed and
delivered by Developer pursuant to or in connection with this Agreement constitute or, if not yet
executed or delivered, will when so executed and delivered, constitute legal, valid and binding
obligations of Developer, enforceable in accordance with their respective terms, subject to laws
affecting creditors’ rights and principles of equity.

(e) No Breach of Law or Agreement. Neither the execution nor delivery of this
Agreement or any other documents or instruments executed and delivered by Developer, or to be
executed or delivered by Developer, pursuant to or in connection with this Agreement, nor the
performance of any provision, condition, covenant or other term hereof or thereof, will conflict
with or result in a breach of any statute, rule or regulation, or any judgment, decree or order of
any court, board, commission or agency binding on Developer, or any provision of the
organizational documents of Developer, or will conflict with or constitute a breach of or a default
under any agreement to which Developer is a party, or will result in the creation or imposition of
any lien upon any assets or property of Developer, other than liens established pursuant hereto.

® Pending Proceedings. Developer is not in default under or in violation of any law
or regulation or under any order of any court, board, commission or agency whatsoever, and to
the current actual knowledge of Developer’s principals, there are no claims, actions, suits or
proceedings pending or threatened against or affecting Developer or the Property, at law or in
equity, before or by any court, board, commission or agency. Developer is not the subject of any
bankruptcy or insolvency proceeding, and no general assignment or general arrangement for the
benefit of creditors or the appointment of a trustee or receiver to take possession of all or
substantially all of Developer’s assets has been made..

2.2 Intentionally omitted
2.3 Project Scope. The Project will include the demolition of the existing
improvements and the construction of a multi-family residential development consisting of:

eight (8) apartments and related improvements; all of the foregoing are collectively hereinafter
referred to as the “Improvements.”
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2.4 Financing Plan. Developer shall submit to City for City’s review and approval,
Developer’s plan for construction and permanent financing the Project (the “Financing Plan”).
The Financing Plan shall indicate all sources of funds necessary to pay, when due, the estimated
costs of the Project, including without limitation acquisition costs and hard and soft construction
costs, and shall be accompanied by evidence that all such funds have been firmly committed by
Developer, equity investors or lending institutions, subject only to commercially reasonable
conditions. The Financing Plan shall include development and operating pro formas which set
out in detail Developer’s plan for financing the costs of acquisition, construction and operation
of the Project. Developer’s submittal and City’s approval of the Financing Plan are conditions
to City’s obligation to fund the Loan.

2.5 Review and Modifications. City staff shall promptly review the proposed
Financing Plan, and acting through the City’s Authorized Representative, the City shall approve
such plan in writing within fifteen (15) business days following receipt provided that the plan
conforms to the requirements of this Section. If the City does not approve the Financing Plan,
the City shall set forth its objections in writing and notify Developer of the reasons for its
disapproval. If the City does not approve or provide written objections to Developer within such
fifteen (15) business day period, the Financing Plan shall be deemed rejected. Developer shall
thereafter submit a revised Financing Plan that addresses the reasons for disapproval, and the
City shall grant Developer a reasonable extension of the time deadlines set forth in this
Agreement as required to restructure the Financing Plan, subject to the outside time limit for
completion set forth in Section 5.1 below. When approved, the Financing Plan will be attached
to this Agreement as Exhibit E. Proposed modifications to the Financing Plan shall be
submitted to the City for review and approval. City staff shall promptly review such proposed
modifications, and acting through City’s Authorized Representative, the City shall approve such
modifications in writing within fifteen (15) business days following receipt provided that the
modifications conform to the requirements of this Agreement. If the City does not approve
proposed modifications, the City shall set forth its objections in writing and notify Developer of
the reasons for its disapproval. Developer shall thereafter submit a revised Financing Plan that
addresses the reasons for disapproval. If the City does not approve or provide written objections
to Developer within such fifteen (15) business day period, the proposed modifications shall be
deemed rejected.

ARTICLE IIT
ESCROW AND CLOSING

3.1 Escrow. City and Developer shall open escrow at the office of First American
Title Company located in St. Helena, California, or such other title company as the Parties may
agree upon (“Title Company” or “Escrow Agent”) in order to consummate the closing of
escrow for the transactions contemplated hereby.

3.2 Costs of Closing and Escrow. Developer shall pay all title insurance premiums
for policies Developer elects to purchase in connection with the acquisition of the Property and
the financing of the Project. Developer shall pay, or cause to be paid, all recording fees, transfer
taxes, escrow fees and closing costs incurred in connection with the acquisition of the Property
and the financing of the Project. Developer shall pay for the cost of any lender’s policy of title
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insurance that City elects to acquire in connection with the transactions contemplated hereby.
City and Developer shall provide Escrow Agent with a copy of this Agreement, which together
with such supplemental instructions as City or Developer may provide and which are consistent
with the intent of this Agreement or which are otherwise mutually agreed upon by City and
Developer, shall serve as escrow instructions for the Closing.

33 Closing. The Closing Date shall be a date that is mutually acceptable to the
Parties. Prior to the Close of Escrow, Developer shall deposit into escrow the City Documents to
which Developer is a party, executed and acknowledged as applicable, and Developer’s share of
closing costs. Provided that all conditions precedent to Close of Escrow have been satisfied or
waived, City shall deposit into escrow executed copies of the City Documents to which City is a
party, and shall deposit into escrow Loan Proceeds in the agreed-upon amount as set forth in a
settlement statement approved by City’s Authorized Representative. On the Closing Date the
Escrow Agent shall cause the Deed of Trust and the Regulatory Agreement to be recorded in the
Official Records.

34 City’s Conditions to Closing. City’s obligation to fund the Loan and disburse the
Loan Proceeds is conditioned upon the satisfaction of all of all of the requirements set forth in
each subsection of this Section 3.4 unless any such condition is waived in writing by City acting
in the discretion of City’s Authorized Representative.

(a) No Default. There shall exist no condition, event or act which would
constitute a material breach or default under this Agreement or any other City Document, or
which, upon the giving of notice or the passage of time, or both, would constitute such a material
breach or default.

(b) Representations. All representations and warranties of Developer
contained herein or in any other City Document or certificate delivered in connection with the
transactions contemplated by this Agreement shall be true and correct in all material respects as
of the Close of Escrow.

(c) Due Authorization and Good Standing. Developer shall have delivered to
City each of the following: (a) a certified resolution indicating that Developer’s governing
board has authorized the transactions contemplated by this Agreement and that the persons
executing the City Documents on behalf of Developer have been duly authorized to do so; (b)
certified copies of Developer’s bylaws and articles of incorporation certified by the Secretary of
State/an officer of Developer, as applicable; (c) verification of Developer’s tax-exempt status;
and (d) a certificate of good standing, certified by the Secretary of State, indicating that
Developer is properly organized and authorized to do business in the State of California.

(d) Subordination and Intercreditor Agreement. Developer, City and each
party providing construction financing for the Project, including without limitation, Developer’s
conventional construction lender and any public agency providing financing, shall have executed
and deposited into escrow for recordation, an intercreditor/subordination agreement that
addresses, inter alia (i) the lien priority of each lender’s deed of trust and regulatory agreement
(if applicable), (ii) procedures for coordinated construction inspection and disbursement of loan
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proceeds, including timing for disbursement of the proceeds of each loan, (iii) the respective
rights of each lender to receive Project surplus cash toward loan repayment, (iv) treatment of
proceeds of insurance in the event of casualty loss, (v) notice of default and cure rights, and (vi)
restrictions upon modification of loan documents without consent of the other lenders.

(e) Execution, Delivery and Recordation of Documents. Developer shall have
executed, acknowledged as applicable, and delivered to City this Agreement, and all other
documents required in connection with the transactions contemplated hereby, including without
limitation a promissory note substantially in the form attached hereto as Exhibit B (the “Note”),
a deed of trust substantially in the form attached hereto as Exhibit C (the “Deed of Trust”), and
an Affordable Housing Regulatory Agreement and Declaration of Restrictive Covenants
substantially in the form attached hereto as Exhibit D (the “Regulatory Agreement”).
Concurrently with the Closing, the Deed of Trust and the Regulatory Agreement shall be
recorded in the Official Records.

® Mechanics’ Liens. Developer’s delivery to City of evidence reasonably
satisfactory to City that there are no mechanics’ liens or stop notices related to the Property or
the Project, and Developer’s provision to City of full waivers or releases of lien clams if required
by City.

(2) Lender’s Title Policy. The Title Company shall, upon payment of the
premium therefor, be committed to issue an ALTA Lender’s Policy of Title Insurance for the
benefit and protection of City (“Lender’s Title Policy”) in the amount of the Loan, insuring that
the lien of the Deed of Trust and the Regulatory Agreement are subject only to title exceptions
and such other defects, liens, conditions, encumbrances, restrictions, easements and exceptions
as City may reasonably approve in writing (collectively, “City’s Permitted Exceptions™),
showing title to the Property vested in Developer, and containing such endorsements as City may
reasonably require, with the cost of such Lender’s Title Policy to be paid by Developer.

(h) Insurance; Payment and Performance Bonds. Developer shall have
provided evidence satisfactory to City that Developer has obtained insurance coverage meeting
the requirements set forth in Article X1, and shall have provided to City copies of payment bonds
and performance bonds pursuant to Section 5.18.

@) Financing Plan. City shall have approved the Financing Plan, including
without limitation, the construction and operating budgets for the Project.

) Evidence of Availability of Funds; Closing for Construction Financing.
Prior to the Closing Date, Developer shall submit to the City copies of all loan documents for the
financing sources identified in the approved Financing Plan, together with evidence reasonably
satisfactory to City that (i) all conditions to the release and expenditure of the initial draw of
funds from each source described in the approved Financing Plan as a source of construction
financing for the Project have been met and that such funds will be available, and (ii) all
construction financing (including draws subsequent to the initial draw of funds) will be available
upon the satisfaction of the conditions set forth in the construction loan documents. Developer
shall have provided to City copies of all documents related to development and financing of the
Project, including without limitation, copies of all loan and grant documents.
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The Parties intend that closing for the Loan will occur concurrently with closing for the
Project construction loan to be provided by Developer’s conventional lender and with closing for
all other debt financing or grants to be provided for the Project by other parties. Unless and to
the extent expressly waived in writing by City acting in the discretion of City’s Authorized
Representative, it shall be a condition to closing for the Loan, and City shall have no obligation
to fund the Loan, until closing has occurred for all other Project construction financing.

&) Permits and Approvals; Cooperation. Developer shall have obtained all
entitlements, permits, licenses and approvals required for the construction and operation of the
Project, including without limitation, building permits and use permits or shall provide evidence
satisfactory to City that receipt of such permits and approvals is subject only to such conditions
as City may reasonably approve.

) Payment of Fees. Developer shall have paid when due all fees and
charges payable in connection with the processing of all applicable City permits and approvals.
Notwithstanding the foregoing (i) Loan Proceeds may be used to pay City fees for the Project in
such amounts as approved by the City’s Authorized Representative, and (ii) the Parties
acknowledge that to the extent that any City fees are not payable until issuance of certificates of
occupancy for the Project, the City will retain Loan Proceeds in the amount of such fees.

(m)  Construction Plans, Budget and Schedule. City shall have approved the
construction budget and schedule for the Project, the Construction Plans and specifications for
the Project, and the construction contracts. Developer shall have delivered to City executed
copies of the approved construction contracts, each in the not-to-exceed amounts specified in the
Financing Plan.

(n) Relocation Plan. Developer shall have submitted, and City shall have
approved, a plan for relocation of existing occupants of the Property in accordance with Section
6.3.

(0) Settlement Statement. City shall have received a settlement statement
showing closing costs, and all other amounts paid through escrow.

(p) Requisition. Developer shall have submitted to City a written requisition
for disbursement of funds specifying the amount and use of the requested funds, accompanied by
copies of third-party invoices, evidence of Developer’s payment for services rendered in
connection with the work, and such other documentation as City may reasonably require.

3.5 Developer’s Conditions to Closing. Developer’s obligation to proceed with the
Closing is subject to the satisfaction or Developer’s waiver of the following conditions:

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

(b) Execution of Documents. City shall have executed and acknowledged the
Memorandum, the Regulatory Agreement, the Notice, and all other City Documents to which the
City is a party, and shall have delivered such documents into escrow; and
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(©) Owner’s Title Policy. The Title Company shall, upon payment of the
premium therefor, be ready to issue an Owner's Title Insurance Policy for the benefit and
protection of Developer ("Owner’s Title Policy") showing title to the Property vested in
Developer, subject only to Developer’s Permitted Exceptions and containing such endorsements
as Developer may reasonably require, with the cost of such Owner’s Title Policy to be paid by
Developer.

ARTICLE IV
CITY FINANCIAL ASSISTANCE

4.1 Loan and Note. In order to increase the affordability of the Project, City agrees
to provide a construction/permanent loan (the “Loan”) to Developer in the principal amount of
up to Seven Hundred Thousand Dollars ($700,000), upon the terms and conditions and for the
purposes set forth in this Agreement. The Loan shall be evidenced by the Note which shall be
dated as of the Closing Date and executed by Developer substantially in the form attached hereto
as Exhibit B. Provided that Developer has complied with all conditions precedent to
disbursement of the Loan set forth in Sections 3.4, the proceeds of the Loan (“Loan Proceeds”)
shall be disbursed pursuant to approved draw requests as described in Section 3.4 (p) or, if
applicable, a settlement statement provided by the Escrow Agent and approved in writing by
City.

4.2 Interest Rate; Payment Dates; Cost Savings; Maturity Date. The principal
balance of the Note outstanding from time to time will bear interest at a rate equal to three
percent (3%) simple annual interest commencing upon the date of disbursement. Annual
payments shall be due and payable on a residual receipts basis in accordance with the formula set
forth in the Note commencing upon City’s issuance of a final certificate of occupancy or
equivalent for the Project. The entire outstanding principal balance of the Loan together with
accrued interest and all other sums due under the City Documents shall be payable in full on the
date which is the thirtieth (30%) anniversary of the date of the Note (the “Maturity Date”).

Notwithstanding the foregoing, the City shall have the right to accelerate the Maturity
Date and declare all sums payable under the Note immediately due and payable upon the
expiration of all applicable cure periods following the occurrence of an Event of Developer
Default.

43 Security. As security for repayment of the Note, Developer shall execute the
Deed of Trust in favor of City as beneficiary pursuant to which City shall be provided a lien
against the Property and the Improvements. The Deed of Trust shall be dated as of the Closing
Date, shall be substantially in the form attached hereto as Exhibit C , and shall be recorded in the
Official Records on the Closing Date. The Deed of Trust may be subordinated only to such liens
and encumbrances consistent with the approved Financing Plan as City shall approve in writing.

4.4 Prepayment; Acceleration.

(a) Prepayment. Developer shall have the right to prepay the Loan at any
time and from time to time, without penalty or premium, provided that any prepayment of
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principal must be accompanied by interest accrued but unpaid to the date of prepayment.
Prepayments shall be applied first to accrued but unpaid interest and then to principal. Any such
prepayment shall have no effect upon Developer’s obligations under the Regulatory Agreement
which shall survive for the full term of the Regulatory Agreement.

(b) Due On Transfer, Encumbrance, or Refinancing. Unless City agrees
otherwise in writing, the entire unpaid principal balance and all interest and other sums accrued
under the Note shall be due and payable upon the Transfer absent the prior written consent of
City of all or any part of or interest in the Property or the Project (including without limitation,
upon the refinancing of permanent financing for the Project) except as otherwise permitted
pursuant to this Agreement.

(©) Default. The City shall have the right to accelerate the Maturity Date and
declare all sums payable under the Note immediately due and payable upon the expiration of all
applicable cure periods following the occurrence of an Event of Developer Default.

4.5  Disbursement and Use of Loan Proceeds. The Parties agree that City shall
disburse the Loan Proceeds only for the purpose of funding Project development costs, including
City impact fees and building permit review and processing fees. City will retain Sixty
Thousand Dollars ($60,000) of Loan Proceeds to serve as a contingency fund that will be
disbursed only if necessary to cover Project cost overruns or unforeseen Project expenses as
reasonably approved by City’s Authorized Representative. In lieu of requiring an improvement
bond, City will retain One Hundred Thousand Dollars ($100,000) until all off-site public
improvements required by the Project conditions of approval have been constructed and City has
accepted such improvements.

4.6 Intentionally omitted.

4.7 No Obligation to Disburse Proceeds Upon Default. Notwithstanding any other
provision of this Agreement, the City shall have no obligation to disburse or authorize the
disbursement of any portion of the Loan Proceeds following:

(1) the failure of any of Developer’s representations and warranties made in
this Agreement or in connection with the Loan to be true and correct in all material respects;

(i1) the termination of this Agreement by mutual agreement of the Parties;

(iii)  the occurrence of an Event of Developer Default under any City
Document which remains uncured beyond any applicable cure period, or the existence of any
condition, event or act which upon the giving of notice or the passage of time or both would
constitute an Event of Developer Default under any City Document.

ARTICLE V
DEVELOPMENT OF THE PROPERTY

5.1  Development Schedule. Subject to Force Majeure, Developer shall commence
construction of the Project by not later than July 1, 2017, and shall diligently prosecute to
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completion the construction of the Improvements to enable City to issue a final certificate of
occupancy within twelve (12) months following commencement of construction, with
construction targeted to be completed by not later than July 1, 2018. Developer shall use diligent
and commercially reasonable efforts to perform Developer’s obligations under this Agreement
within the times periods set forth herein, and if no such time is provided, within a reasonable
time, designed to permit issuance of a final certificate of occupancy by the date specified in this
Section 5.1. Subject to Force Majeure and the City’s issuance of permits and approvals,
Developer’s failure to commence or complete construction of the Project in accordance with the
time periods specified in this Section 5.1 shall be an Event of Developer Default hereunder.

5.2 Cost of Acquisition and Construction. Except as expressly set forth herein,
Developer shall be solely responsible for all direct and indirect costs and expenses incurred in
connection with the acquisition of the Property, including without limitation appraisal fees, title
reports and any environmental assessments Developer elects to undertake. Except as expressly
set forth herein, all costs of designing, developing and constructing the Project and compliance
with the Conditions of Approval, including without limitation all off-site and on-site
improvements required by City in connection therewith, shall be borne solely by Developer and
shall not be an obligation of the City.

53 Project Approvals. Developer acknowledges that execution of this Agreement by
City does not constitute City approval for the purpose of the issuance of building permits, does
not limit in any manner the discretion of City in such approval process, and does not relieve
Developer from the obligation to apply for and obtain from City and all other agencies with
jurisdiction over the Property, all necessary approvals, entitlements, and permits for the
construction of the Project and development of the Property, including without limitation, the
approval of architectural plans, the issuance of any certificates regarding historic resources
required in connection with the development of the Property (if any) and the approval of the
Project in compliance with CEQA and if applicable, NEPA), nor does it limit in any manner the
discretion of the City or any other agency in the approval process. Developer shall pay when due
all customary and reasonable fees and charges in connection with the processing of all applicable
permits and approvals. Developer shall not commence construction work on the Project prior to
issuance of building permits required for such work. City staff shall work cooperatively with
Developer to assist in coordinating the expeditious processing and consideration of all permits,
entitlements and approvals necessary for the development and operation of the Project as
contemplated by this Agreement.

5.4 Design Review; Conditions of Approval. Developer shall submit a Project site
plan and design documents, including elevations and schematic drawings to City for review and
approval. Developer shall develop the Project in accordance with the terms and conditions of
this Agreement and in compliance with the approved site plan and design documents and the
terms and conditions of all approvals, entitlements and permits that the City or any other
governmental body or agency with jurisdiction over the Project or the Property has granted or
issued as of the date hereof or may hereafter grant or issue in connection with development of
the Project, including without limitation, all mitigation measures imposed in connection with
environmental review of the Project and all conditions of approval imposed in connection with
any entitlements, approvals or permits (all of the foregoing approvals, entitlements, permits,
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mitigation measures and conditions of approval are hereafter collectively referred to as the
“Conditions of Approval”).

5.5 Fees. Developer shall be solely responsible for, and shall promptly pay when due,
all customary and usual fees and charges of City and all other agencies with jurisdiction over
development of the Property in connection with obtaining building permits and other approvals
for the Project, including without limitation, those related to the processing and consideration of
amendments, if any, to the current entitlements, any related approvals and permits,
environmental review, architectural review, historic review, and any subsequent approvals for
the Project.

5.6 Construction Plans. Developer shall submit to City’s Building Department
detailed construction plans for the Project (the “Construction Plans”). As used herein
“Construction Plans” means all construction documents upon which Developer and
Developer’s contractors shall rely in developing the Property and constructing the Project
(including the landscaping, parking, and common areas) and shall include, without limitation, the
site development plan, final architectural drawings, landscaping, exterior lighting and signage
plans and specifications, materials specifications, final elevations, and building plans and
specifications. The Construction Plans shall be based upon the scope of development set forth
herein and upon the approvals issued by the City for the Project, and shall not materially deviate
therefrom without the express written consent of City.

5.7  Construction Pursuant to Plans. Developer shall develop each component of the
Project in accordance with the approved Construction Plans, the Conditions of Approval, and all
other permits and approvals granted by the City pertaining to the Project. Developer shall
comply with all directions, rules and regulations of any fire marshal, health officer, building
inspector or other officer of every governmental agency having jurisdiction over the Property or
the Project. Each element of the work shall proceed only after procurement of each permit,
license or other authorization that may be required for such element by any governmental agency
having jurisdiction. All design and construction work on the Project shall be performed by
licensed contractors, engineers or architects, as applicable.

5.8 Change in Construction Plans. If Developer desires to make any material change
in the approved Construction Plans, Developer shall submit the proposed change in writing to the
City for its written approval, which approval shall not be unreasonably withheld or delayed if the
Construction Plans, as modified by any proposed change, conform to the requirements of this
Agreement and any approvals issued by City after the Effective Date. Unless a proposed change
is approved by City within thirty (30) days, it shall be deemed rejected. If rejected, the
previously approved Construction Plans shall continue to remain in full force and effect. Any
change in the Construction Plans required in order to comply with applicable codes shall be
deemed approved, so long as such change does not substantially nor materially change the
architecture, design, function, use, or amenities of the Project as shown on the latest approved
Construction Plans. Nothing in this Section is intended to or shall be deemed to modify the
City’s standard plan review procedures.

5.9 Rights of Access. For the purpose of ensuring that the construction of the Project
is completed in compliance with this Agreement, Developer shall permit representatives of the
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City to enter upon the Property following 24 hours written notice (except in the case of
emergency in which case such notice as may be practical under the circumstances shall be
provided).

5.10 City Disclaimer. Developer acknowledges that the City is under no obligation,
and the City neither undertakes nor assumes any responsibility or duty to Developer or to any
third party, to in any manner review, supervise, or inspect the progress of construction or the
operation of the Project. Developer and all third parties shall rely entirely upon its or their own
supervision and inspection in determining the quality and suitability of the materials and work,
the performance of architects, subcontractors, and material suppliers, and all other matters
relating to the construction and operation of the Project. Any review or inspection undertaken by
the City is solely for the purpose of determining whether Developer is properly discharging its
obligations under this Agreement, and shall not be relied upon by Developer or any third party as
a warranty or representation by the City as to the quality of the design or construction of the
Project or otherwise.

5.11 Defects in Plans. The City shall not be responsible to Developer or to any third
party for any defect in the Construction Plans or for any structural or other defect in any work
done pursuant to the Construction Plans. To the greatest extent allowed by law, Developer shall
indemnify, defend (with counsel approved by City) and hold harmless the Indemnitees from and
against all Claims arising out of, or relating to, or alleged to arise from or relate to defects in the
Construction Plans or defects in any work done pursuant to the Construction Plans whether or
not any insurance policies shall have been determined to be applicable to any such Claims.
Developer’s indemnification obligations set forth in this Section shall survive the expiration or
earlier termination of this Agreement and the recordation of a Certificate of Completion.
Developer’s indemnification obligations pursuant to this Section shall not extend to Claims
arising solely from the gross negligence or willful misconduct of the Indemnitees, and are
subject to the additional terms set forth in Section 11.2 below.

5.12  Certificate of Completion for Project. Promptly after completion of construction
of the Project, City’s issuance of a final Certificate of Occupancy or equivalent for the Project,
and the written request of Developer, the City will provide a certificate substantially in the form
attached hereto as Exhibit F (“Certificate of Completion™) provided that at the time such
certificate is requested all applicable work has been completed. The Certificate of Completion
shall be conclusive evidence that Developer has satisfied its obligations regarding the
construction of the Project and development of the Property. At Developer’s option the
Certificate of Completion shall be recorded in the Official Records. The Certificate of
Completion shall not constitute evidence of compliance with or satisfaction of any obligation of
Developer to any holder of a deed of trust or mortgage securing money loaned to finance the
Project or any part thereof and shall not be deemed a notice of completion under the California
Civil Code, nor shall such Certificate provide evidence that Developer has satisfied any
obligation that survives the expiration of this Agreement.

5.13  Equal Opportunity. There shall be no discrimination on the basis of race, color,
religion, creed, sex, sexual orientation, marital status, ancestry or national origin in the hiring,
firing, promoting or demoting of any person engaged in construction work on the Property, and
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Developer shall direct its contractors and subcontractors to refrain from discrimination on such
basis.

5.14  Prevailing Wage Requirements. If required by applicable federal and state law,
Developer and its contractors, subcontractors and agents shall comply with California Labor
Code Section 1720 et seq. and the regulations adopted pursuant thereto (all of the foregoing,
“Prevailing Wage Laws”), and shall be responsible for carrying out the requirements of such
provisions. If applicable, Developer shall submit to City a plan for monitoring payment of
prevailing wages and at Developer’s expense shall implement such plan and comply with all
applicable reporting and recordkeeping requirements.

To the greatest extent allowed by law, Developer shall indemnify, defend (with counsel
approved by City) and hold the City and its elected and appointed officers, officials, employees,
agents, consultants, and contractors (all of the foregoing, collectively, the “Indemnitees”)
harmless from and against all liability, loss, cost, expense (including without limitation
attorneys’ fees and costs of litigation), claim, demand, action, suit, judicial or administrative
proceeding, penalty, deficiency, fine, order, and damage (all of the foregoing collectively
“Claims”) which directly or indirectly, in whole or in part, are caused by, arise in connection
with, result from, relate to, or are alleged to be caused by, arise in connection with, or relate to,
the payment or requirement of payment of prevailing wages (including without limitation, all
claims that may be made by contractors, subcontractors or other third party claimants pursuant to
Labor Code Sections 1726 and 1781) or the requirement of competitive bidding in connection
with the Project, the failure to comply with any state or federal labor laws, regulations or
standards in connection with this Agreement, including but not limited to the Prevailing Wage
Laws, or any act or omission of Developer related to this Agreement with respect to the payment
or requirement of payment of prevailing wages or the requirement of competitive bidding,
whether or not any insurance policies shall have been determined to be applicable to any such
Claims. The provisions of this Section 5.14 shall survive the expiration or earlier termination of
this Agreement and the issuance of a Certificate of Completion for the Project. Developer’s
indemnification obligations set forth in this Section shall not apply to Claims arising solely from
the gross negligence or willful misconduct of the Indemnitees and are subject to the additional
terms set forth in Section 11.2 below.

5.15 Compliance with Laws. Developer shall carry out and shall cause its contractors
and subcontractors to carry out the construction of the Project in conformity with all applicable
federal, state and local laws, rules, ordinances and regulations (“Applicable Laws”) including
without limitation, all applicable federal and state labor laws and standards, applicable provisions
of the California Public Contracts Code (if any), the City zoning and development standards,
building, plumbing, mechanical and electrical codes, all other provisions of the City's Municipal
Code, and all applicable disabled and handicapped access requirements, including without
limitation, the Americans with Disabilities Act, 42 U.S.C. Section 12101, et seq., Government
Code Section 4450, et seq., Government Code Section 11135, ef seq., and the Unruh Civil Rights
Act, Civil Code Section 51, ef seq.. To the greatest extent allowed by law, Developer shall
indemnify, defend (with counsel approved by City) and hold harmless the Indemnitees from and
against any and all Claims arising in connection with the breach of Developer’s obligations set
forth in this Section whether or not any insurance policies shall have been determined to be
applicable to any such Claims. Developer’s indemnification obligations set forth in this Section
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shall not apply to Claims arising solely from the gross negligence or willful misconduct of the
Indemnitees. Developer’s defense and indemnification obligations set forth in this Section 5.15
shall survive the expiration or earlier termination of this Agreement and the issuance of a
Certificate of Completion for the Project and shall be subject to the additional terms set forth in
Section 11.2 below.

5.16 Liens and Stop Notices. Until the later of the date of reconveyance of the Deed of
Trust or the expiration of the term of the Regulatory Agreement, Developer shall not allow to be
placed on the Property or any part thereof any lien or stop notice on account of materials
supplied to or labor performed on behalf of Developer. If a claim of a lien or stop notice is given
or recorded affecting the Project or the Property or any part thereof, Developer shall within
twenty (20) days of such recording or service: (a) pay and discharge (or cause to be paid and
discharged) the same; or (b) effect the release thereof by recording and delivering (or causing to
be recorded and delivered) to the party entitled thereto a surety bond in sufficient form and
amount; or (c) provide other assurance satisfactory to City that the claim of lien or stop notice
will be paid or discharged.

5.17 Right of City to Satisfy Liens on the Property. If Developer fails to satisfy or
discharge any lien or stop notice on the Property or any part thereof pursuant to and within the
time period set forth in Section 5.16 above, the City shall have the right, but not the obligation,
to satisfy any such liens or stop notices at Developer’s expense and without further notice to
Developer and all sums advanced by City for such purpose shall be part of the indebtedness
secured by the Deed of Trust. In such event Developer shall be liable for and shall immediately
reimburse City for such paid lien or stop notice. Alternatively, the City may require Developer
to immediately deposit with City the amount necessary to satisfy such lien or claim pending
resolution thereof. The City may use such deposit to satisfy any claim or lien that is adversely
determined against Developer. Developer shall file a valid notice of cessation or notice of
completion upon cessation of construction work on the Property for a continuous period of thirty
(30) days or more, and shall take all other reasonable steps to forestall the assertion of claims or
liens against the Property. The City may (but has no obligation to) record any notices of
completion or cessation of labor, or any other notice that the City deems necessary or desirable
to protect its interest in the Property.

5.18  Performance and Payment Bonds.  Prior to commencement of construction
work on the Project, Developer shall cause its general contractor to deliver to the City copies of
payment bond(s) and performance bond(s) issued by a reputable insurance company licensed to
do business in California, each in a penal sum of not less than one hundred percent (100%) of the
scheduled cost of construction of the Project. The bonds shall name the City as co-obligee.

5.19 Insurance Requirements. Developer shall maintain and shall cause its contractors
to maintain all applicable insurance coverage specified in Article XI.

ARTICLE VI
USE OF THE PROPERTY

6.1 Affordable Housing. Developer covenants and agrees for itself, its successors
and assigns that the Property and the Improvements will be subject to recorded covenants that
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will restrict use of the Property to development of an affordable multi-family housing project,
and that for a term of not less than fifty-five (55) years commencing upon the issuance of a final
certificate of occupancy for the Project all of the residential units in the Project shall be available
at Affordable Rents to households whose income is no greater than eighty (80%) of Area Median
Income, in accordance with the terms hereof and the Regulatory Agreement.

6.2 Preference for Displaced and Local Residents. To the extent permitted by law
and consistent with the program regulations for funding sources used for development of the
Project or for tenant rent subsidies, in accordance with the City’s Amended Local Preference
Policy approved on October 28, 2014 by Resolution 2014, Developer shall give first priority in
the rental of the residential units in the Project to Eligible Households (as defined in the
Regulatory Agreement) that include at least one member who was displaced from their
affordable housing located within the City because of substandard and/or unsafe living
conditions resulting in Code enforcement proceedings by the City. Developer shall give second
priority to Eligible Households that include at least one member who lives or works within the
St. Helena Unified School District geographic boundaries. In the event there are fewer Eligible
Household applicants that meet the criteria specified in this Section than there are available units,
units shall be made available to members of the general public who are Eligible Households.

6.3 Relocation. Persons residing on the Property as of the Effective Date of this
Agreement shall not be displaced before suitable replacement housing is available. Developer
shall ensure that all such occupants of the Property receive all notices, benefits and assistance to
which they are entitled in accordance with California Relocation Assistance Law (Government
Code Section 7260 et seq.), all state and local regulations implementing such law, and all other
applicable local, state and federal laws and regulations (collectively “Relocation Laws”) relating
to the displacement and relocation of eligible persons as defined in such Relocation Laws. All
costs incurred in connection with the temporary and/or permanent displacement and/or relocation
of occupants of the Property, including without limitation payments to a relocation consultant,
moving expenses, and payments for temporary and permanent relocation benefits pursuant to
Relocation Laws shall be paid by Developer. Developer shall indemnify, defend (with counsel
approved by City) and hold the Indemnitees harmless from and against all Claims arising in
connection with the breach of Developer’s obligations set forth in this Section whether or not
any insurance policies shall have been determined to be applicable to any such Claims.
Developer’s indemnification obligations under this Section 6.3 shall not extend to Claims
resulting solely from the gross negligence or willful misconduct of Indemnitees and are subject
to the additional terms set forth in Section 11.2 below. The provisions of this Section 6.3 shall
survive the expiration or earlier termination of this Agreement. Developer shall submit to City
for City’s review and approval, a relocation plan that addresses relocation of all existing
occupants of the Property. City’s approval of the relocation plan shall be a condition to closing
for the Loan.

6.4 Maintenance. Developer shall at its own expense, maintain the Property and the
Improvements, including the landscaping and common areas in good physical condition, in good
repair, and in decent, safe, sanitary, habitable and tenantable living conditions in conformity with
all Applicable Laws. Without limiting the foregoing, Developer agrees to maintain the Property
and the Improvements (including without limitation, landscaping, driveways, parking areas, and
walkways) in a condition free of all waste, nuisance, debris, unmaintained landscaping, graffiti,
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disrepair, abandoned vehicles/appliances, and illegal activity, and shall take all reasonable steps
to prevent the same from occurring on the Property. Developer shall prevent and/or rectify any
physical deterioration of the Improvements and shall make all repairs, renewals and
replacements necessary to keep the Property and the Improvements in good condition and
repair.

6.5 Taxes and Assessments. Developer shall pay all real and personal property taxes,
assessments and charges and all franchise, income, payroll, withholding, sales, and other taxes
assessed against the Property or the Improvements, at such times and in such manner as to
prevent any penalty from accruing, or any lien or charge from attaching to the Property or
Improvements; provided, however, Developer shall have the right to contest in good faith, any
such taxes, assessments, or charges. In the event the Developer exercises its right to contest any
tax, assessment, or charge, the Developer, on final determination of the proceeding or contest,
shall immediately pay or discharge any decision or judgment rendered against it, together with
all costs, charges and interest.

6.6  Obligation to Refrain from Discrimination. Developer covenants for itself and all
persons claiming under or through it, and this Agreement is made and accepted upon and subject
to the condition that there shall be no discrimination against or segregation of any person or
group of persons on account of any basis listed in subdivision (a) or (d) of Section 12955 of the
Government Code, as those bases are defined in Sections 12926, 12926.1, subdivision (m) and
paragraph (1) of subdivision (p) of Section 12955, and Section 12955.2 of the Government Code,
in the sale, lease, sublease, transfer, use, occupancy, tenure or enjoyment of the Property or the
Improvements, or part thereof, nor shall Developer or any person claiming under or through
Developer establish or permit any such practice or practices of discrimination or segregation
with reference to the selection, location, number, use or occupancy of tenants, lessees,
subtenants, sublessees or vendees in, of, or for the Property or Improvements, or part thereof.
Developer shall include such provision in all deeds, leases, contracts and other instruments
executed by Developer, and shall enforce the same diligently and in good faith.

All deeds, leases or contracts made or entered into by Developer, its successors or
assigns, as to any portion of the Property or the Improvements shall contain the following
language:

(a) In Deeds, the following language shall appear:

“(1) Grantee herein covenants by and for itself, its successors and assigns, and all
persons claiming under or through it, that there shall be no discrimination against
or segregation of a person or of a group of persons on account of any basis listed
in subdivision (a) or (d) of Section 12955 of the Government Code, as those bases
are defined in Sections 12926, 12926.1, subdivision (m) and paragraph (1) of
subdivision (p) of Section 12955, and Section 12955.2 of the Government Code,
in the sale, lease, sublease, transfer, use, occupancy, tenure or enjoyment of the
property herein conveyed nor shall the grantee or any person claiming under or
through the grantee establish or permit any such practice or practices of
discrimination or segregation with reference to the selection, location, number,
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use or occupancy of tenants, lessees, subtenants, sublessees or vendees in the
property herein conveyed. The foregoing covenant shall run with the land.

“(2)  Notwithstanding paragraph (1), with respect to familial status, paragraph
(1) shall not be construed to apply to housing for older persons, as defined in
Section 12955.9 of the Government Code. With respect to familial status, nothing
in paragraph (1) shall be construed to affect Sections 51.2, 51.3, 51.4, 51.10,

51.11 and 799.5 of the Civil Code, relating to housing for senior citizens.
Subdivision (d) of Section 51 and Section 1360 of the Civil Code and
subdivisions (n), (0), and (p) of Section 12955 of the Government Code shall

apply to paragraph (1).”
(b) In Leases, the following language shall appear:

“(1) The lessee herein covenants by and for the lessee and lessee’s heirs, personal
representatives and assigns, and all persons claiming under the lessee or through
the lessee, that this lease is made subject to the condition that there shall be no
discrimination against or segregation of any person or of a group of persons on
account of race, color, creed, religion, sex, sexual orientation, marital status,
national origin, ancestry or disability in the leasing, subleasing, transferring, use,
occupancy, tenure or enjoyment of the property herein leased nor shall the lessee
or any person claiming under or through the lessee establish or permit any such
practice or practices of discrimination of segregation with reference to the
selection, location, number, use or occupancy of tenants, lessees, sublessees,
subtenants, or vendees in the property herein leased.

“(2) Notwithstanding paragraph (1), with respect to familial status, paragraph (1)
shall not be construed to apply to housing for older persons, as defined in Section
12955.9 of the Government Code. With respect to familial status, nothing in
paragraph (1) shall be construed to affect Sections 51.2, 51.3, 51.4, 51.10, 51.11
and 799.5 of the Civil Code, relating to housing for senior citizens. Subdivision
(d) of Section 51 and Section 1360 of the Civil Code and subdivisions (n), (0),
and (p) of Section 12955 of the Government Code shall apply to paragraph (1).”

(©) In Contracts pertaining to management of the Project, the following language
shall appear:

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

7.1 Developer’s Post-Closing Obligations. Developer hereby covenants and agrees

() Developer shall not knowingly permit the Property or any portion thereof
to be a site for the use, generation, treatment, manufacture, storage, disposal or
transportation of Hazardous Material or otherwise knowingly permit the presence or
release of Hazardous Material in, on, under, about or from the Property with the
exception of limited amounts of cleaning supplies and other materials customarily used in
construction, rehabilitation, use or maintenance of residential properties similar in nature
to the Project, and used, stored and disposed of in compliance with Environmental Laws.

2) Developer shall keep and maintain the Property and each portion thereof
in compliance with, and shall not cause or permit the Project or the Property or any
portion of either to be in violation of, any Environmental Laws.

3) Upon receiving actual knowledge of the same, Developer shall
immediately advise City in writing of: (i) any and all enforcement, cleanup, removal or
other governmental or regulatory actions instituted, completed or threatened against the
Developer, or the Property pursuant to any applicable Environmental Laws; (ii) any and
all claims made or threatened by any third party against the Developer or the Property
relating to damage, contribution, cost recovery, compensation, loss or injury resulting
from any Hazardous Material; (iii) the presence or release of any Hazardous Material in,
on, under, about or from the Property; or (iv) Developer’s discovery of any occurrence or
condition on any real property adjoining or in the vicinity of the Project classified as
"Border Zone Property" under the provisions of California Health and Safety Code,
Sections 25220 et seq., or any regulation adopted in connection therewith, that may in
any way affect the Property pursuant to any Environmental Laws or cause it or any part
thereof to be designated as Border Zone Property. The matters set forth in the foregoing
clauses (i) through (iv) are hereinafter referred to as "Hazardous Materials Claims").
The City shall have the right to join and participate in, as a party if it so elects, any legal
proceedings or actions initiated in connection with any Hazardous Materials Claim.

“4) Without the City’s prior written consent, which shall not be unreasonably
withheld or delayed, Developer shall not take any remedial action in response to the
presence of any Hazardous Material in, on, under, or about the Property (other than in
emergency situations or as required by governmental agencies having jurisdiction in
which case the City agrees to provide its consent), nor enter into any settlement
agreement, consent decree, or other compromise in respect to any Hazardous Materials
Claim. City shall have the right to join and participate in, as a party if it so elects, any
legal proceedings or actions initiated in connection with any Hazardous Materials Claims
and to have its reasonable attorneys’ fees in connection therewith paid by Developer.
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7.2 Environmental Indemnity. To the greatest extent allowed by law, Developer shall
indemnify, defend (with counsel approved by City) and hold Indemnitees harmless from and
against all Claims resulting, arising, or based directly or indirectly in whole or in part, upon (i)
the presence, release, use, generation, discharge, storage or disposal of any Hazardous Material
on, under, in or about the Property, or the transportation of any such Hazardous Material to or
from, the Property, or (ii) the failure of Developer, Developer’s employees, agents, contractors,
subcontractors, or any person acting on behalf of or as the invitee of any of the foregoing to
comply with Environmental Laws, unless caused by the City’s active or passive negligence. The
foregoing indemnity shall further apply to any residual contamination in, on, under or about the
Property or affecting any natural resources, and to any contamination of any property or natural
resources arising in connection with the generation, use, handling, treatment, storage, transport
or disposal of any such Hazardous Material, and irrespective of whether any of such activities
were or will be undertaken in accordance with Environmental Laws.

The provisions of this Section 7.2 shall be in addition to any and all other obligations and
liabilities that Developer may have under applicable law, and each Indemnitee shall be entitled to
indemnification under this Section without regard to whether City or that Indemnitee has
exercised any rights against the Property or any other security, pursued any rights against any
guarantor or other party, or pursued any other rights available under the City Documents or
applicable law. Developer’s indemnification obligations set forth in this Section shall survive
the expiration or earlier termination of this Agreement and the recordation of a Certificate of
Completion, any repayment or discharge of the Loan, any foreclosure proceeding, any
foreclosure sale, any delivery of any deed in lieu of foreclosure, and any release of record of the
lien of the Deed of Trust. Developer’s indemnification obligations pursuant to this Section shall
not extend to Claims arising solely from the gross negligence or willful misconduct of the
Indemnitees, and are subject to the additional terms set forth in Section 11.2 below.

7.3 Disclosure. Developer represents and warrants that except as disclosed to City in
writing, as of the date hereof to the current actual knowledge of Developer’s principals: (i) the
Property is free and has always been free of Hazardous Materials and is not and has never been
in violation of any Hazardous Materials Law; (ii) there are no buried or partially buried storage
tanks located on the Property; (iii) Developer has received no notice, warning, notice of
violation, administrative complaint, judicial complaint, or other formal or informal notice
alleging that conditions on the Property are or have ever been in violation of any Hazardous
Materials Law or informing Developer that the Property is subject to investigation or inquiry
regarding Hazardous Materials on the Property or the potential violation of any Hazardous
Materials Law; (iv) there is no monitoring program required by the Environmental Protection
Agency or any other governmental agency concerning the Property; (v) no toxic or hazardous
chemicals, waste, or substances of any kind have ever been spilled, disposed of, or stored on,
under or at the Property, whether by accident, burying, drainage, or storage in containers, tanks,
holding areas, or any other means; (vi) the Property has never been used as a dump or landfill;
and (vii) Developer has disclosed to City all information, records, and studies in Developer’s
possession or reasonably available to Developer relating to the Property concerning Hazardous
Materials.
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Developer hereby acknowledges and agrees that (i) this Section is intended as the City’s
written request for information (and the Developer’s response) concerning the environmental
condition of the Property as required by California Code of Civil Procedure Section 726.5(d)(2),
and (ii) each representation and warranty in this Agreement or any of the other City Documents
(together with any indemnity applicable to a breach of any such representation and warranty)
with respect to the environmental condition of the property is intended by the City and the
Developer to be an “environmental provision” for purposes of California Code of Civil
Procedure Section 736.

7.4  City’s Rights. In the event that any portion of the Property is determined to be
“environmentally impaired” (as that term is defined in California Code of Civil Procedure
Section 726.5(e)(3)) or to be an “affected parcel” (as that term is defined in California Code of
Civil Procedure Section 726.5(e)(1)), then, without otherwise limiting or in any way affecting the
City’s or the Trustee’s rights and remedies under the Deed of Trust, the City may elect to
exercise its rights under California Code of Civil Procedure Section 726.5(a) to (1) waive its lien
on such environmentally impaired or affected portion of the Property and (2) exercise (a) the
rights and remedies of an unsecured creditor, including reduction of its claim against the
Developer to judgment, and (b) any other rights and remedies permitted by law. For purposes of
determining the City’s right to proceed as an unsecured creditor under California Code of Civil
Procedure Section 726.5(a), the Developer shall be deemed to have willfully permitted or
acquiesced in a release or threatened release of hazardous materials, within the meaning of
California Code of Civil Procedure Section 726.5(d)(1), if the release or threatened release of
hazardous materials was knowingly or negligently caused or contributed to by any lessee,
occupant, or user of any portion of the Property and the Developer knew or should have known
of the activity by such lessee, occupant, or user which caused or contributed to the release or
threatened release. All costs and expenses, including (but not limited to) reasonable attorneys’
fees, incurred by the City in connection with any action commenced under this paragraph,
including any action required by California Code of Civil Procedure Section 726.5(b) to
determine the degree to which the Property is environmentally impaired, plus interest thereon at
the default rate specified in the Note, until paid, shall be added to the indebtedness secured by
the Deed of Trust and shall be due and payable to the City upon its demand made at any time
following the conclusion of such action.

7.5 No Limitation. Developer hereby acknowledges and agrees that Developer's
duties, obligations and liabilities under this Agreement are in no way limited or otherwise
affected by any information the City may have concerning the Property and/or the presence in,
on, under or about the Property of any Hazardous Material, whether the City obtained such
information from the Developer or from its own investigations.

7.6 Definitions.

7.6.1 “Hazardous Material” means any chemical, compound, material,
mixture, or substance that is now or may in the future be defined or listed in, or otherwise
classified pursuant to any Environmental Laws (defined below) as a “hazardous substance”,
“hazardous material”, “hazardous waste”, “extremely hazardous waste”, infectious waste”, toxic
substance”, toxic pollutant”, or any other formulation intended to define, list or classify

substances by reason of deleterious properties such as ignitability, corrosivity, reactivity,
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carcinogenicity, or toxicity. The term “hazardous material” shall also include asbestos or
asbestos-containing materials, radon, chrome and/or chromium, polychlorinated biphenyls,
petroleum, petroleum products or by-products, petroleum components, oil, mineral spirits,
natural gas, natural gas liquids, liquefied natural gas, or synthetic gas usable as fuel, perchlorate,
and methy tert butyl ether, whether or not defined as a hazardous waste or hazardous substance
in the Environmental Laws.

7.6.2 "Environmental Laws" means any and all federal, state and local statutes,
ordinances, orders, rules, regulations, guidance documents, judgments, governmental
authorizations or directives, or any other requirements of governmental authorities, as may
presently exist, or as may be amended or supplemented, or hereafter enacted, relating to the
presence, release, generation, use, handling, treatment, storage, transportation or disposal of
Hazardous Material, or the protection of the environment or human, plant or animal health,
including, without limitation, the Comprehensive Environmental Response, Compensation and
Liability Act of 1980, as amended by the Superfund Amendments and Reauthorization Act of
1986 (42 U.S.C. § 9601), the Hazardous Materials Transportation Act (49 U.S.C. § 1801 et
seq.), the Resource Conservation and Recovery Act (42 U.S.C. § 6901 ef seq.), the Federal
Water Pollution Control Act (33 U.S.C. § 1251 et seq.), the Clean Air Act (42 U.S.C. § 7401 et
seq.), the Toxic Substances Control Act (15 U.S.C. § 2601 ef seq.), the Oil Pollution Act (33
U.S.C. § 2701 et seq.), the Emergency Planning and Community Right-to-Know Act (42 U.S.C.
§ 11001 et seq.), the Porter-Cologne Water Quality Control Act (Cal. Water Code § 13000 et
seq.), the Toxic Mold Protection Act (Cal. Health & Safety Code § 26100, ef seq.), the Safe
Drinking Water and Toxic Enforcement Act of 1986 (Cal. Health & Safety Code § 25249.5 et
seq.), the Hazardous Waste Control Act (Cal. Health & Safety Code § 25100 ef seq.), the
Hazardous Materials Release Response Plans & Inventory Act (Cal. Health & Safety Code
§ 25500 et seq.), and the Carpenter-Presley-Tanner Hazardous Substances Account Act (Cal.
Health and Safety Code, Section 25300 et seq.).

ARTICLE VIII

LIMITATIONS ON CHANGE IN OWNERSHIP, MANAGEMENT
AND CONTROL OF DEVELOPER

8.1 Identity of Developer; Changes Only Pursuant to this Agreement. Developer and

its principals have represented that they possess the necessary expertise, skill and ability to carry
out the development of the Project pursuant to this Agreement. The qualifications, experience,
financial capacity and expertise of Developer and its principals are of particular concern to the
City. It is because of these qualifications, experience, financial capacity and expertise that the
City has entered into this Agreement with Developer. No voluntary or involuntary successor,
assignee or transferee of Developer shall acquire any rights or powers under this Agreement,
except as expressly provided herein. Notwithstanding any contrary provision of this Agreement,
City shall have the right to review and approve any proposed development services agreement
for the Project, and any joint venture, partnership or similar agreement relating to development,
ownership or management of the Project, and City’s prior written consent to any such agreement
shall be required.
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8.2 Prohibition on Transfer. Prior to the expiration of the term of the Regulatory
Agreement, Developer shall not, except as expressly permitted by this Agreement, directly or
indirectly, voluntarily, involuntarily or by operation of law make or attempt any total or partial
sale, transfer, conveyance, encumbrance, assignment (including without limitation, any
assignment for security purposes), or lease (collectively, “Transfer”) of the whole or any part of
the Property, the Project, the Improvements, or this Agreement, without the prior written
approval of City which approval shall not be unreasonably withheld. Any such attempt to assign
this Agreement without the City’s consent shall be null and void and shall confer no rights or
privileges upon the purported assignee. In addition to the foregoing, prior to the expiration of the
term of the Regulatory Agreement, except as expressly permitted by this Agreement, Developer
shall not undergo any significant change of ownership without the prior written approval of City.
For purposes of this Agreement, a “significant change of ownership” shall mean a transfer of the
beneficial interest of more than forty-nine percent (49%) in aggregate of the present ownership
and /or control of Developer, taking all transfers into account on a cumulative basis.

8.3 Permitted Transfers. Notwithstanding any contrary provision hereof, the
prohibitions set forth in this Article shall not be deemed to prevent: (i) the granting of temporary
easements or permits to facilitate development of the Property; (ii) the dedication of any property
required pursuant to this Agreement; (iii) the lease of individual residences to tenants for
occupancy as their principal residence in accordance with the Regulatory Agreement; or (iv)
assignments creating security interests for the purpose of financing the construction or permanent
financing of the Project provided that such financing is provided by the lenders identified in the
approved Financing Plan and is consistent with the terms set forth in the approved Financing
Plan as it may be updated with City approval, and subject to the requirements of Article IX, or
Transfers directly resulting from the foreclosure of, or granting of a deed in lieu of foreclosure
of, such a security interest.

8.4 Requirements for Proposed Transfers. The City may, in the exercise of its sole
discretion, consent to a proposed Transfer of this Agreement, the Property, the Improvements or
part thereof if all of the following requirements are met (provided however, the requirements of
this Section 8.4 shall not apply to Transfers described in clauses (i), (ii), or (iii) of Section 8.3):

) The proposed transferee demonstrates to the City’s satisfaction that it has
the qualifications, experience and financial resources necessary and adequate as may be
reasonably determined by the City to competently complete and manage the Project and to
otherwise fulfill the obligations undertaken by the Developer under this Agreement;

(i1) The Developer and the proposed transferee shall submit for City review
and approval all instruments and other legal documents proposed to effect any Transfer of all or
any part of or interest in the Property, the Improvements or this Agreement together with such
documentation of the proposed transferee’s qualifications and development capacity as the City
may reasonably request;

(iii)  The proposed transferee shall expressly assume all of the rights and
obligations of the Developer under this Agreement and the other City Documents arising after
the effective date of the Transfer and all obligations of Developer arising prior to the effective
date of the Transfer (unless Developer expressly remains responsible for such obligations) and
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shall agree to be subject to and assume all of Developer’s obligations pursuant to the Conditions
of Approval and all other conditions, and restrictions set forth in this Agreement;

(iv)  The Transfer shall be effectuated pursuant to a written instrument
satisfactory to the City in form recordable in the Official Records; and

W) If applicable, the final form of any financing, development services, joint
venture, or partnership agreement, and any subsequent amendments of such agreements that
affect the City’s economic interests under this Agreement or the City Documents, shall be
subject to City’s review and approval.

Consent to any proposed Transfer may be given by the City’s Authorized
Representative unless the City’s Authorized Representative, in his or her discretion, refers the
matter of approval to the City Council. If the City has not rejected a proposed Transfer or
requested additional information regarding a proposed Transfer in writing within forty-five (45)
days following City’s receipt of written request by Developer, the proposed Transfer shall be
deemed approved.

8.5 Effect of Transfer without City Consent.

8.5.1 In the absence of specific written agreement by the City, no Transfer by
Developer shall be deemed to relieve the Developer or any other party from any obligation under
this Agreement.

8.5.2 It shall be an Event of Developer Default hereunder entitling City to
pursue remedies including without limitation, termination of this Agreement and/or foreclosure
under the Deed of Trust if without the prior written approval of the City, Developer assigns or
Transfers this Agreement, the Improvements, or the Property or undertakes any other Transfer
(including without limitation any assignment for security or encumbrance of the Property) in
violation of Article VIII.

8.6  Recovery of City Costs. Within ten (10) days following City’s delivery to
Developer of an invoice detailing such costs, Developer shall reimburse City for all City costs,
including but not limited to reasonable attorneys’ fees, incurred in reviewing instruments and
other legal documents proposed to effect a Transfer of this Agreement, the Property, or the
Project, or part thereof, and in reviewing the qualifications and financial resources of a proposed
successor, assignee, or transferee.

ARTICLE IX
SECURITY FINANCING AND RIGHTS OF MORTGAGEES

9.1 Mortgages and Deeds of Trust for Development. Mortgages and deeds of trust, or
any other reasonable security instrument are permitted to be placed upon the Property only for
the purpose of securing loans for the purpose of financing the acquisition of the Property, the
design and construction of the Improvements, and other expenditures reasonably necessary for
development of the Property pursuant to this Agreement. Developer shall not enter into any
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conveyance for such financing that is not contemplated in the Financing Plan as it may be
updated with City approval, without the prior written approval of the City’s Authorized
Representative or his or her designee. As used herein, the terms “mortgage” and “deed of trust”
shall mean any security instrument used in financing real estate acquisition, construction and
land development.

9.2 Subordination. The City agrees that City will not withhold consent to reasonable
requests for subordination of the Deed of Trust and Regulatory Agreement to deeds of trust
provided for the benefit of lenders providing financing for the Project that are identified in the
approved Financing Plan as it may be updated with City approval, provided that the instruments
effecting such subordination include reasonable protections to the City in the event of default,
including without limitation, extended notice and cure rights and the rights set forth in Section
9.6 below, and provided that such instruments address the matters described in Section 3.4(d) to
the extent applicable.

9.3 Holder Not Obligated to Construct. The holder of any mortgage or deed of trust
authorized by this Agreement shall not be obligated to complete construction of the
Improvements or to guarantee such completion. Nothing in this Agreement shall be deemed to
permit or authorize any such holder to devote the Property or any portion thereof to any uses, or
to construct any improvements thereon, other than those uses or improvements provided for or
authorized by this Agreement.

9.4  Notice of Default and Right to Cure. Whenever City delivers any notice of
default hereunder, City shall concurrently deliver a copy of such notice to each holder of record
of any mortgage or deed of trust secured by the Property or the Improvements, provided that City
has been provided with the address for delivery of such notice. City shall have no liability to any
such holder for any failure by the City to provide such notice to such holder. Each such holder
shall have the right, but not the obligation, at its option, to cure or remedy any such default or
breach within the cure period provided to Developer extended by an additional sixty (60) days.
In the event that possession of the Property or the Improvements (or any portion thereof) is
required to effectuate such cure or remedy, the holder shall be deemed to have timely cured or
remedied the default if it commences the proceedings necessary to obtain possession of the
Property or Improvements, as applicable, within the applicable cure period, diligently pursues
such proceedings to completion, and after obtaining possession, diligently completes such cure
or remedy. A holder who chooses to exercise its right to cure or remedy a default or breach shall
first notify City of its intent to exercise such right prior to commencing to cure or remedy such
default or breach. Nothing contained in this Agreement shall be deemed to permit or authorize
such holder to undertake or continue the construction of the Project (beyond the extent necessary
to conserve or protect the same) without first having expressly assumed in writing Developer’s
obligations to City under this Agreement. The holder in that event must agree to complete, in the
manner provided in this Agreement, the Project and the Improvements and submit evidence
reasonably satisfactory to City that it has the development capability on staff or retainer and the
financial capacity necessary to perform such obligations. Any such holder properly completing
the Project pursuant to this Section shall assume all rights and obligations of Developer under
this Agreement.
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9.5 Failure of Holder to Complete Improvements. In any case where, six (6) months
after default by Developer in completion of construction of the Improvements, the holder of
record of any mortgage or deed of trust has not exercised its option to complete construction of
the Project, or having first exercised such option, has not proceeded diligently with such work,
City shall be afforded those rights against such holder that it would otherwise have against
Developer under this Agreement.

9.6 City Right to Cure Defaults. In the event of a breach or default by Developer
under a mortgage or deed of trust secured by the Property or the Improvements, City may cure
the default, without acceleration of the subject loan, following prior notice thereof to the holder
of such instrument and Developer. In such event, Developer shall be liable for, and City shall be
entitled to reimbursement from Developer for all costs and expenses incurred by City associated
with and attributable to the curing of the default or breach and such sum shall constitute a part of
the indebtedness secured by the City Deed of Trust.

9.7 Holder to be Notified. Developer agrees to use best efforts to ensure that each
term contained herein dealing with security financing and rights of holders shall be either
inserted into the relevant deed of trust or mortgage or acknowledged and accepted in writing by
the holder prior to its creating any security right or interest in the Property or the Improvements.

9.8 Modifications to Agreement. City shall not unreasonably withhold its consent to
modifications of this Agreement requested by Project lenders or investors provided such
modifications do not alter City’s substantive rights and obligations under this Agreement.

9.9 Estoppel Certificates. Either Party shall, at any time, and from time to time,
within fifteen (15) days after receipt of written request from the other Party, execute and deliver
to such Party a written statement certifying that, to the knowledge of the certifying Party: (i) this
Agreement is in full force and effect and a binding obligation of the Parties (if such be the case),
(i1) this Agreement has not been amended or modified, or if so amended, identifying the
amendments, and (iii) the requesting Party is not in default in the performance of its obligations
under this Agreement, or if in default, describing the nature of any such defaults.

ARTICLE X
DEFAULTS, REMEDIES AND TERMINATION

10.1  Event of Developer Default. The following events shall constitute an event of
default on the part of Developer hereunder (“Event of Developer Default”):

(a) Developer fails to commence or complete construction of the Project
within the time period set forth in Section 5.1, or subject to Force Majeure, abandons or suspends
construction of the Project prior to completion for a period of thirty (30) days or more;

(b) Developer fails to pay when due the principal and interest payable under
the Note, and such failure continues for ten (10) days after City notifies Developer thereof in
writing;
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(©) A Transfer occurs, either voluntarily or involuntarily, in violation of
Article VIII;

(d) Developer fails to maintain insurance as required pursuant to this
Agreement, and Developer fails to cure such default within five (5) days;

(e) Developer fails to pay prior to delinquency taxes or assessments due on
the Property or the Improvements or fails to pay when due any other charge that may result in a
lien on the Property or the Improvements, and Developer fails to cure such default within twenty
(20) days of the date of delinquency, but in all events prior to the date upon which the holder of
any such lien has the right to foreclose thereon;

® A default arises under any loan secured by a mortgage, deed of trust or
other security instrument recorded against the Property and remains uncured beyond any
applicable cure period such that the holder of such security instrument has the right to accelerate
repayment of such loan;

(2) Any representation or warranty contained in this Agreement or in any
application, financial statement, certificate or report submitted to the City in connection with this
Agreement or Developer’s request for the Loan proves to have been incorrect in any material and
adverse respect when made and continues to be materially adverse to the City;

(h) If, pursuant to or within the meaning of the United States Bankruptcy
Code or any other federal or state law relating to insolvency or relief of debtors (“Bankruptecy
Law”), Developer or any general partner of an Approved Partnership that has acquired the
Property or part thereof (i) commences a voluntary case or proceeding; (ii) consents to the entry
of an order for relief against Developer or any general partner thereof in an involuntary case; (iii)
consents to the appointment of a trustee, receiver, assignee, liquidator or similar official for
Developer or any general partner of such Approved Partnership; (iv) makes an assignment for
the benefit of its creditors; or (v) admits in writing its inability to pay its debts as they become
due;

(1) A court of competent jurisdiction shall have made or entered any decree or
order (1) adjudging the Developer to be bankrupt or insolvent, (2) approving as properly filed a
petition seeking reorganization of the Developer or seeking any arrangement for Developer
under bankruptcy law or any other applicable debtor's relief law or statute of the United States
or any state or other jurisdiction, (3) appointing a receiver, trustee, liquidator, or assignee of the
Developer in bankruptcy or insolvency or for any of its properties, or (4) directing the winding
up or liquidation of the Developer, in each case if such decree, order, petition, or appointment is
not removed or rescinded within sixty (60) days;

0) Developer shall have assigned its assets for the benefit of its creditors
(other than pursuant to a mortgage loan) or suffered a sequestration or attachment of or execution
on any substantial part of its property, unless the property so assigned, sequestered, attached or
executed upon shall have been returned or released within sixty (60) days after such event
(unless a lesser time period is permitted for cure pursuant to paragraphs (h) or (i) above or
pursuant to any other mortgage on the Property, in which event such lesser time period shall

OAK #4829-7354-8832 v6 28

Page 244 of 287



Agenda Item #4.1.

apply under this subsection as well) or prior to any sooner sale pursuant to such sequestration,
attachment, or execution;

(k) The Developer shall have voluntarily suspended its business or Developer
shall have been dissolved or terminated;

) An event of default arises under any City Document and remains uncured
beyond any applicable cure period; or

(m)  Developer defaults in the performance of any term, provision, covenant or
agreement contained in this Agreement other than an obligation enumerated in this Section 10.1
and unless a shorter cure period is specified for such default, the default continues for ten (10)
days in the event of a monetary default or thirty (30) days in the event of a nonmonetary default
after the date upon which City shall have given written notice of the default to Developer;
provided however, if the default is of a nature that it cannot be cured within thirty (30) days, an
Event of Developer Default shall not arise hereunder if Developer commences to cure the default
within thirty (30) days and thereafter prosecutes the curing of such default with due diligence
and in good faith to completion.

10.2  City Default. An event of default on the part of City (“Event of City Default™)
shall arise hereunder if City fails to keep, observe, or perform any of its covenants, duties, or
obligations under this Agreement, and the default continues for a period of sixty (60) days after
written notice thereof from Developer to City, or in the case of a default which cannot with due
diligence be cured within sixty (60) days, City fails to commence to cure the default within sixty
(60) days of such notice and thereafter fails to prosecute the curing of such default with due
diligence and in good faith to completion.

10.3  City’s Right to Terminate Agreement. If an Event of Developer Default shall
occur and be continuing beyond any applicable cure period, then City shall, in addition to other
rights available to it under law or this Agreement, have the right to terminate this Agreement. If
City makes such election, City shall give written notice to Developer and to any mortgagee
entitled to such notice specifying the nature of the default and stating that this Agreement shall
expire and terminate on the date specified in such notice, and upon the date specified in the
notice, this Agreement and all rights of Developer under this Agreement, shall expire and
terminate.

10.4 City’s Remedies and Rights Upon an Event of Developer Default. Upon the
occurrence of an Event of Developer Default and the expiration of any applicable cure period,
City shall have all remedies available to it under this Agreement or under law or equity,
including, but not limited to the following, and City may, at its election, without notice to or
demand upon Developer, except for notices or demands required by law or expressly required
pursuant to the City Documents, exercise one or more of the following remedies:

(a) Accelerate and declare the balance of the Note and interest accrued
thereon immediately due and payable;

(b) Seek specific performance to enforce the terms of the City Documents;
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(¢) Foreclose on the Property pursuant to the Deed of Trust;

(d) Terminate this Agreement pursuant to Section 10.3; and

(e) Pursue any and all other remedies available under this Agreement or under
law or equity to enforce the terms of the City Documents and City’s rights thereunder.

10.5 Developer’s Remedies Upon an Event of City Default. Upon the occurrence of an
Event of City Default, in addition to pursuing any other remedy allowed at law or in equity or
otherwise provided in this Agreement, Developer may bring an action for equitable relief seeking
the specific performance of the terms and conditions of this Agreement, and/or enjoining,
abating, or preventing any violation of such terms and conditions, and/or seeking to obtain any
other remedy consistent with the purpose of this Agreement, and may pursue any and all other
remedies available under this Agreement or under law or equity to enforce the terms of the City
Documents and Developer’s rights thereunder.

10.6 Remedies Cumulative; No Consequential Damages. Except as otherwise
expressly stated in this Agreement, the rights and remedies of the Parties are cumulative, and the
exercise by either Party of one or more of such rights or remedies shall not preclude the exercise
by it, at the same or different time, of any other rights or remedies for the same or any other
default by the other Party. Notwithstanding any contrary provision of this Agreement, a Party’s
right to recover damages in the event of a default shall be limited to actual damages and shall
exclude consequential damages.

10.7  Inaction Not a Waiver of Default. No failure or delay by either Party in asserting
any of its rights and remedies as to any default shall operate as a waiver of such default or of any
such rights or remedies, nor deprive either Party of its rights to institute and maintain any action
or proceeding which it may deem necessary to protect, assert or enforce any such rights or
remedies in the same or any subsequent default.

10.8  Rights of Mortgagees. Any rights of the City under this Article X shall not
defeat, limit or render invalid any mortgage or deed of trust permitted by this Agreement or any
rights provided for in this Agreement for the protection of holders of such instruments.

10.9  Construction Plans. If this Agreement is terminated by mutual agreement of the
Parties or by City as a result of an Event of Developer Default, the Developer, at no cost to the
City, shall deliver to the City copies of all construction plans and studies in the Developer's
possession or in the possession of the Developer' s consultants related to development of the
Project on the Property, including without limitation, the Construction Plans, subject only to the
rights of senior lenders identified in the Financing Plan as it may be updated with City approval.
If the City utilizes the Construction Plans or studies, the City shall indemnify the Developer for
any claims arising from such use.
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ARTICLE XI

INDEMNITY AND INSURANCE.

11.1 Indemnity. To the greatest extent allowed by law, Developer shall indemnify,
defend (with counsel approved by City) and hold the Indemnitees harmless from and against any
and all Claims arising directly or indirectly, in whole or in part, as a result of or in connection
with the development, construction, improvement, operation, ownership or maintenance of the
Project or the Property, or any part thereof by Developer or Developer’s contractors,
subcontractors, agents, employees or any other party acting for or on behalf of Developer, or
otherwise arising out of or in connection with Developer’s performance or failure to perform
under this Agreement, including without limitation, Claims arising or alleged to have arisen in
connection with any violation of Applicable Laws in connection with the development, operation
or management of the Project. Developer’s indemnification obligations under this Section 11.1
shall not extend to Claims resulting solely from the gross negligence or willful misconduct of
Indemnitees and are subject to the additional terms set forth in Section 11.2 below. The
provisions of this Section 11.1 shall survive the expiration or earlier termination of this
Agreement.

11.2  Terms Applicable to Indemnity Provisions. The terms set forth in this Section
11.2 shall apply to all provisions of this Agreement that pertain to Developer’s obligations to
indemnify City and the other Indemnitees, including without limitation, Sections 5.11, 5.14,
5.15,6.3,7.2.11.1,and 12.1. In connection with each such provision, all of the following shall

apply:

(a) City does not and shall not waive any rights against Developer that it may have by
reason of any indemnity and hold harmless provision set forth in this Agreement because of the
acceptance by City, or the deposit with City by Developer, of any of the insurance policies
described in this Agreement.

(b) Developer’s obligation to indemnify the Indemnitees shall not be limited or
impaired by any of the following: (i) any amendment or modification of any City Document; (ii)
any extensions of time for performance required by any City Document; (iii) any provision in
any of the City Documents limiting City’s recourse to property securing the Secured Obligations
(as defined in the Deed of Trust), or limiting the personal liability of Developer, or any other
party for payment of all or any part of the Loan; (iv) the accuracy or inaccuracy of any
representation and warranty made by Developer under this Agreement or by Developer or any
other party under any City Document, (v) the release of Developer or any other person, by City
or by operation of law, from performance of any obligation under any City Document; (vi) the
release or substitution in whole or in part of any security for repayment of the Loan; and (vii)
City’s failure to properly perfect any lien or security interest given as security for repayment of
the Loan.

(c) The obligations of Developer to indemnify the Indemnitees shall survive any
repayment or discharge of the indebtedness evidenced by the Note, any foreclosure proceeding,

any foreclosure sale, any delivery of any deed in lieu of foreclosure, and any release of record of
the lien of the Deed of Trust.
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11.3  Liability, Workers Compensation, and Property Insurance.

(a) Developer (and until issuance of the final certificate of occupancy or
equivalent for the Project all contractors working on behalf of Developer on the Project) shall
maintain a commercial general liability policy in the amount of Two Million Dollars
($2,000,000) each occurrence, Two Million Dollars ($2,000,000) annual aggregate, together with
Three Million Dollars ($3,000,000) excess liability coverage, or such other policy limits as City
may require in its reasonable discretion, including coverage for bodily injury, property damage,
products, completed operations and contractual liability coverage; provided however, the
coverage requirements for subcontractors shall be One Million Dollars ($1,000,000). Such
policy or policies shall be written on an occurrence basis and shall name the Indemnitees as
additional insureds.

(b) Developer (and until issuance of the final certificate of occupancy or
equivalent for the Project all contractors working on behalf of Developer on the Project) shall
maintain a comprehensive automobile liability coverage in the amount of Two Million Dollars
($2,000,000), combined single limit including coverage for owned and non-owned vehicles.
Automobile liability policies shall name the Indemnitees as additional insureds.

(c) Developer (and if the Property has been transferred to an Approved
Partnership, the general partners thereof) shall furnish or cause to be furnished to City evidence
satisfactory to City that Developer (and if the Property has been transferred to an Approved
Partnership, the general partners thereof), and any contractor with whom Developer (or an
Approved Partnership) has contracted for the performance of work on the Property or otherwise
pursuant to this Agreement carries statutory Workers’ Compensation insurance and Employer’s
Liability insurance in a minimum amount of One Million Dollars ($1,000,000) per accident.

(d) Upon commencement of construction work and continuing until issuance
of the final certificate of occupancy or equivalent for the Project, Developer and all contractors
working on behalf of Developer shall maintain a policy of builder's all-risk insurance in an
amount not less than the full insurable cost of the Project on a replacement cost basis naming
City as loss payee. The builder’s all-risk insurance and/or property insurance policies shall
provide insurance covering all risks of loss to the modular Project components, including without
limitation, risks associated with off-site fabrication and transportation of such components to the
Property.

(e) Developer shall maintain property insurance covering all risks of loss
(other than earthquake), including flood (if required) for 100% of the replacement value of the
Project with deductible, if any, in an amount acceptable to City, naming City as loss payee.

® Companies writing the insurance required hereunder shall be licensed to
do business in the State of California. Insurance shall be placed with insurers with a current
A.M. Best's rating of no less than A: VII. The Commercial General Liability and comprehensive
automobile policies required hereunder shall name the Indemnitees as additional insureds.
Builder’s Risk and property insurance shall name City as loss payee as its interests may appear.
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(2) Prior to commencement of construction work, Developer shall furnish
City with certificates of insurance in form acceptable to City evidencing the required insurance
coverage and duly executed endorsements evidencing such additional insured status. The
certificates shall contain a statement of obligation on the part of the carrier to notify City of any
material adverse change, cancellation, termination or non-renewal of the coverage at least thirty
(30) days in advance of the effective date of any such material adverse change, cancellation,
termination or non-renewal.

The additional insured endorsements for the general liability coverage shall use
Insurance Services Office (ISO) Form No. CG 20 09 11 85 or CG 20 10 11 85, or equivalent,
including (if used together) CG 2010 10 01 and CG 2037 10 01; but shall not use the following
forms: CG 20 10 10 93 or 03 94. Upon request by City’s Risk Manager, Developer shall
provide or arrange for the insurer to provide within thirty (30) days of the request, certified
copies of the actual insurance policies or relevant portions thereof.

(h) If any insurance policy or coverage required hereunder is canceled or
reduced, Developer shall, within five (5) days after receipt of notice of such cancellation or
reduction in coverage, but in no event later than the effective date of cancellation or reduction,
file with City a certificate showing that the required insurance has been reinstated or provided
through another insurance company or companies. Upon failure to so file such certificate, City
may, without further notice and at its option, procure such insurance coverage at Developer’s
expense, and Developer shall promptly reimburse City for such expense upon receipt of billing
from City.

(1) Coverage provided by Developer shall be primary insurance and shall not
be contributing with any insurance, or self-insurance maintained by City, and the policies shall
so provide. The insurance policies shall contain a waiver of subrogation for the benefit of the
City. Developer shall furnish the required certificates and endorsements to City prior to the
commencement of construction of the Project, and shall provide City with certified copies of the
required insurance policies upon request of City.

) Deductibles/Retentions. Any deductibles or self-insured retentions shall
be declared to, and be subject to approval by, City’s Risk Manager. At the option of and upon
request by City’s Risk Manager if the Risk Manager determines that such deductibles or
retentions are unreasonably high, either the insurer shall reduce or eliminate such deductibles or
self-insurance retentions as respects the Indemnitees or Developer shall procure a bond
guaranteeing payment of losses and related investigations, claims administration and defense
expenses.

(k) Adjustments. The limits of the liability coverage and, if necessary, the
terms and conditions of insurance, shall be reasonably adjusted from time to time (not less than
every five (5) years after the Effective Date nor more than once in every three (3) year period) to
address changes in circumstances, including, but not limited to, changes in inflation and the
litigation climate in California. Within thirty (30) days following City’s delivery of written
notice of any such adjustments, Developer shall provide City with amended or new insurance
certificates and endorsements evidencing compliance with such adjustments.
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ARTICLE XII
MISCELLANEOUS PROVISIONS

12.1 No Brokers. Each Party warrants and represents to the other that no person or
entity can properly claim a right to a real estate commission, brokerage fee, finder’s fee, or other
compensation with respect to the transactions contemplated by this Agreement. Each Party
agrees to defend, indemnify and hold harmless the other Party from any claims, expenses, costs
or liabilities arising in connection with a breach of this warranty and representation. The terms
of this Section shall survive the close of escrow and the expiration or earlier termination of this
Agreement.

12.2  Enforced Delay; Extension of Times of Performance. The time for performance
of provisions of this Agreement by either Party shall be extended for a period equal to the period
of any delay directly affecting the Project or this Agreement which is caused by war,
insurrection, strikes, lockouts, riots, floods, earthquakes, fires, casualties, acts of God, acts of a
public enemy, epidemics, quarantine restrictions, freight embargoes, lack of transportation, suits
filed by unrelated third parties concerning or arising out of this Agreement or unseasonable
weather conditions (“Force Majeure”). An extension of time for any of the above-specified
causes will be deemed granted only if written notice by the Party claiming such extension is sent
to the other Party within ten (10) calendar days from the commencement of the cause.

Times of performance under this Agreement may also be extended in writing by the
mutual agreement of Developer and City (acting in the discretion of the City’s Authorized
Representative unless he or she determines in his or her discretion to refer such matter to the
City Council). City and Developer acknowledge that, notwithstanding any contrary provision of
this Agreement, adverse changes in economic conditions, either of the affected Party specifically
or the economy generally, changes in market conditions or demand, and/or inability to obtain
financing to complete the Project shall not constitute grounds of enforced delay pursuant to this
Section. Each Party expressly assumes the risk of such adverse economic or market changes
and/or financial inability, whether or not foreseeable as of the Effective Date.

12.3  Notices. Except as otherwise specified in this Agreement, all notices to be sent
pursuant to this Agreement or any other City Document shall be made in writing, and sent to the
Parties at their respective addresses specified below or to such other address as a Party may
designate by written notice delivered to the other Parties in accordance with this Section. All
such notices shall be sent by: (i) personal delivery, in which case notice is effective upon
delivery; (ii) certified or registered mail, return receipt requested, in which case notice shall be
deemed delivered on receipt if delivery is confirmed by a return receipt; or (iii) nationally
recognized overnight courier, with charges prepaid or charged to the sender’s account, in which
case notice is effective on delivery if delivery is confirmed by the delivery service.

City: City of St. Helena
1480 Main Street
St. Helena, CA 94574
Attention: City Manager
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With a copy to:
Burke, Williams & Sorensen, LLP
1901 Harrison Street, 9t floor
Oakland, CA 94612
Attention: Susan E. Bloch, Esq.
Developer: Calistoga Affordable Housing, Inc.

1332 Lincoln Avenue
Calistoga, CA 94515
Attention: Executive Director

12.4  Attorneys’ Fees. If either Party fails to perform any of its obligations under this
Agreement, or if any dispute arises between the Parties concerning the meaning or interpretation
of any provision hereof, then the prevailing Party in any proceeding in connection with such
dispute shall be entitled to the costs and expenses it incurs on account thereof and in enforcing or
establishing its rights hereunder, including, without limitation, court costs and reasonable
attorneys’ fees and disbursements.

12.5 Waivers; Modification. No waiver of any breach of any covenant or provision of
this Agreement shall be deemed a waiver of any other covenant or provision hereof, and no
waiver shall be valid unless in writing and executed by the waiving Party. An extension of time
for performance of any obligation or act shall not be deemed an extension of the time for
performance of any other obligation or act, and no extension shall be valid unless in writing and
executed by the Party granting the extension. This Agreement may be amended or modified only
by a written instrument executed by the Parties.

12.6  Binding on Successors. Subject to the restrictions on Transfers set forth in
Article VIII, this Agreement shall bind and inure to the benefit of the Parties and their respective
permitted successors and assigns. Any reference in this Agreement to a specifically named Party
shall be deemed to apply to any permitted successor and assign of such Party who has acquired
an interest in compliance with this Agreement or under law.

12.7  Survival. All representations made by Developer hereunder and Developer’s
obligations pursuant to Sections 5.11, 5.14, 5.15, 6.3, 7.2, 11.1 and 12.1 shall survive the
expiration or termination of this Agreement.

12.8  Headings: Interpretation; Statutory References. The section headings and
captions used herein are solely for convenience and shall not be used to interpret this Agreement.
The Parties acknowledge that this Agreement is the product of negotiation and compromise on
the part of both Parties, and the Parties agree, that since both Parties have participated in the
negotiation and drafting of this Agreement, this Agreement shall not be construed as if prepared
by one of the Parties, but rather according to its fair meaning as a whole, as if both Parties had
prepared it. All references in the City Documents to particular statutes, regulations, ordinances or
resolutions of the United States, the State of California, or the City of St. Helena shall be deemed
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to include the same statute, regulation, ordinance or resolution as hereafter amended or
renumbered, or if repealed, to such other provisions as may thereafter govern the same subject.

12.9  Action or Approval. Whenever action and/or approval by City is required under
this Agreement, the City’s Authorized Representative or his or her designee may act on and/or
approve such matter unless specifically provided otherwise, or unless the City’s Authorized
Representative determines in his or her discretion that such action or approval requires referral to
City Council for consideration.

12.10 Entire Agreement. This Agreement, including Exhibits A through F attached
hereto and incorporated herein by this reference, together with the other City Documents contains
the entire agreement between the Parties with respect to the subject matter hereof, and supersedes
all prior written or oral agreements, understandings, representations or statements between the
Parties with respect to the subject matter hereof. If the Exhibits to this Agreement are
inconsistent with this Agreement, the more restrictive requirements shall control, as determined
by the City’s Authorized Representative. In the event of a conflict between this Agreement and
the other City Documents, the more restrictive requirements shall control, as determined by the
City’s Authorized Representative.

12.11 Counterparts. This Agreement may be executed in one or more counterparts, each
of which shall be an original and all of which taken together shall constitute one instrument. The
signature page of any counterpart may be detached therefrom without impairing the legal effect
of the signature(s) thereon provided such signature page is attached to any other counterpart
identical thereto having additional signature pages executed by the other Party. Any executed
counterpart of this Agreement may be delivered to the other Party by facsimile and shall be
deemed as binding as if an originally signed counterpart was delivered.

12.12 Severability. If any term, provision, or condition of this Agreement is held by a
court of competent jurisdiction to be invalid or unenforceable, the remainder of this Agreement
shall continue in full force and effect unless an essential purpose of this Agreement is defeated
by such invalidity or unenforceability.

12.13 No Third Party Beneficiaries. Except as expressly set forth herein, nothing
contained in this Agreement is intended to or shall be deemed to confer upon any person, other
than the Parties and their respective successors and assigns, any rights or remedies hereunder.

12.14 Parties Not Co-Venturers; Independent Contractor; No Agency Relationship..
Nothing in this Agreement is intended to or shall establish the Parties as partners, co-venturers,
or principal and agent with one another. The relationship of Developer and City is and shall
remain solely that of a debtor and a creditor, and shall not be construed as a joint venture, equity
venture, partnership or any other relationship. City neither undertakes nor assumes any
responsibility or duty to Developer (except as expressly provided in this Agreement) or to any
third party with respect to the Project or the Loan. Developer and its employees are not
employees of City but rather are, and shall always be considered independent contractors.
Furthermore, Developer and its employees shall at no time hold themselves out as employees or
agents of City. Except as City may specify in writing, Developer shall not have any authority to
act as an agent of City or to bind City to any obligation.

OAK #4829-7354-8832 v6 36

Page 252 of 287



Agenda Item #4.1.

12.15 Time of the Essence; Calculation of Time Periods. Time is of the essence for
each condition, term, obligation and provision of this Agreement. Unless otherwise specified, in
computing any period of time described in this Agreement, the day of the act or event after
which the designated period of time begins to run is not to be included and the last day of the
period so computed is to be included, unless such last day is not a business day, in which event
the period shall run until the next business day. The final day of any such period shall be
deemed to end at 5:00 p.m., local time at the Property. For purposes of this Agreement, a
“business day” means a day that is not a Saturday, Sunday, a federal holiday or a state holiday
under the laws of the State of California.

12.16 Governing Law; Venue. This Agreement shall be governed by and construed in
accordance with the laws of the State of California without regard to principles of conflicts of
laws. Any action to enforce or interpret this Agreement shall be filed and heard in the Superior
Court of Napa County, California or in the Federal District Court for the Northern District of
California.

12.17 Inspection of Books and Records. Upon request, Developer shall permit the City
to inspect at reasonable times and on a confidential basis those books, records and all other
documents of Developer necessary to determine Developer’s compliance with the terms of this
Agreement.

12.18 Political Activity. None of the funds, materials, property or services contributed
by City to Developer under this Agreement shall be used for any partisan political activity or the
election or defeat of any candidate for public office.

12.19 Non-Liability of City Officials, Employees and Agents. No member, official,
employee or agent of the City shall be personally liable to the Developer in the event of any
default or breach by the City or for any amount which may become due to the Developer or its
successor or on any obligation under the terms of this Agreement.

12.20 Conflict of Interest.

(a) Except for approved eligible administrative or personnel costs, no person
described in subsection (b) below who exercises or has exercised any functions or
responsibilities with respect to the activities funded pursuant to this Agreement or who is in a
position to participate in a decision-making process or gain inside information with regard to
such activities, may obtain a personal or financial interest or benefit from the activity, or have an
interest in any contract, subcontract or agreement with respect thereto, or the proceeds
thereunder, either for themselves or those with whom they have family or business ties, during,
or at any time after, such person’s tenure. The Developer shall exercise due diligence to ensure
that the prohibition in this Section is followed.

(b) In accordance with Government Code Section 1090 and the Political Reform Act,
Government Code Section 87100 ef seq., no person who is a director, officer, partner, trustee or
employee or consultant of the Developer, or immediate family member of any of the preceding,
shall make or participate in a decision, made by the City or a City board, commission or
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committee, if it is reasonably foreseeable that the decision will have a material effect on any
source of income, investment or interest in real property of that person or the Developer.
Interpretation of this Section shall be governed by the definitions and provisions used in the
Political Reform Act, Government Code Section 87100 et segq., its implementing regulations
manual and codes, and Government Code Section 1090.

SIGNATURES ON FOLLOWING PAGE(S).
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IN WITNESS WHEREOQOF, the Parties have entered into this Affordable Housing Loan
Agreement effective as of the date first written above.
CITY:
CITY OF ST. HELENA, a California municipal corporation

By:

Print Name:

Title:

ATTEST:

By:

APPROVED AS TO FORM:

City Attorney

DEVELOPER:

CALISTOGA AFFORDABLE HOUSING, INC.,
a California nonprofit public benefit corporation

By:

Print Name:

Title:
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Exhibit A
LEGAL DESCRIPTION OF THE PROPERTY

Real property in the City of St. Helena, County of Napa, State of California, described as
follows:

COMMENCING at a point on the Southeastern line of Pope Street, distant thereon 126 feet and
7 inches Northeasterly from the point of intersection thereof with the centerline of the main tract
of the Southern Pacific Railroad Company; running thence Northeasterly, along said line of Pope
Street, 50 feet to the Southwestern line of the lot of land heretofore conveyed to Emma R. Davis
Mooney by Deed recorded February 25, 1889, in Book 45 of Deeds at page 73, said Napa
County Records; thence Southeasterly along the Southwestern line of lot conveyed to Mooney,
150 feet, more or less, to the middle of Sulphur Springs Creek; thence up the middle of said
creek, in a southwesterly direction, 50 feet, more or less, to the intersection thereof with a line
drawn Southeasterly through the point of commencement and parallel with the Southwestern line
of said lot conveyed to Mooney above referred to; thence Northwesterly, along last mentioned
line, 180 feet more or less, to the point of commencement.

APN: 009-090-003
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Exhibit B
FORM OF PROMISSORY NOTE
(Attach form of Note.)
Exhibit C
FORM OF DEED OF TRUST
(Attach form of Deed of Trust.)
Exhibit D
FORM OF AFFORDABLE HOUSING REGULATORY AGREEMENT AND
DECLARATION OF COVENANTS
(Attach form of Regulatory Agreement.)
Exhibit E
FINANCING PLAN
(Attach approved Financing Plan.)
Exhibit F

FORM OF CERTIFICATE OF COMPLETION
(Attach form of Certificate.)
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SECURED PROMISSORY NOTE
(Turley Flats)

$700,000 St. Helena, California
, 2017

FOR VALUE RECEIVED, Calistoga Affordable Housing, Inc., a California nonprofit
public benefit corporation (“Borrower”), promises to pay to the City of St. Helena, a municipal
corporation (the “City”), in lawful money of the United States of America, the principal sum of
Seven Hundred Thousand Dollars ($700,000) or so much thereof as may be advanced by City
pursuant to the Loan Agreement referred to below, together with interest on the outstanding
principal balance in accordance with the terms and conditions described herein. Interest shall accrue
on the principal balance of this Note outstanding from time to time at the rate of three percent
(3.0%) simple interest per annum. Interest shall be calculated on the basis of a year of 365 days,
and charged for the actual number of days elapsed.

This Secured Promissory Note (this “Note”) has been executed and delivered pursuant to
and in accordance with an Affordable Housing Loan Agreement, dated as of the date hereof,
executed by and between City and Borrower (the “Loan Agreement”), and is subject to the
terms and conditions of the Loan Agreement, which is by this reference incorporated herein and
made a part hereof. Capitalized terms used but not defined herein shall have the meaning
ascribed to such terms in the Loan Agreement.

This Note is secured by a Deed of Trust, Assignment of Rents, Security Agreement and
Fixture Filing (“Deed of Trust”) dated as of the date hereof, executed by Borrower for the
benefit of City and encumbering the property described therein. City shall be entitled to the
benefits of the security provided by the Deed of Trust and shall have the right to enforce the
covenants and agreements contained herein, in the Deed of Trust, the Loan Agreement, and the
other City Documents, including without limitation, that certain Affordable Housing Regulatory
Agreement and Declaration of Restrictive Covenants dated as of the date hereof, executed by and
between City and Borrower and recorded in the Official Records of Napa County (the
“Regulatory Agreement”). The rent restrictions and other requirements set forth in the
Regulatory Agreement shall remain effective for the full term of the Regulatory Agreement and
shall survive the repayment of this Note. The Loan Agreement, this Note, the Regulatory
Agreement, and the Deed of Trust are collectively referred to herein as the “City Documents.”

1. PAYMENTS.

1.1 PAYMENT DATES; MATURITY DATE. Subject to Section 1.2 below, annual
payments on this Note shall be payable on a residual receipts basis with twenty-five percent
(25%) of all Surplus Cash (defined below) payable to City toward principal and accrued interest.
Payments shall be credited first to any unpaid late charges and other costs and fees then due, then
to accrued interest, and then to principal. In no event shall any amount due under this Note
become subject to any rights, offset, deduction or counterclaim on the part of Borrower. The
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entire outstanding principal balance of this Note, together with interest accrued thereon and all
other sums accrued hereunder shall be payable in full on the date which is the thirtieth (30t)
anniversary of the date of this Note (the “Maturity Date”).

1.2 ANNUAL PAYMENTS FROM SURPLUS CASH. Subject to the provisions of
this Section, by no later than April 1 of each year following the issuance of a final certificate of
occupancy or equivalent for the Project, Borrower shall pay to City twenty-five percent (25%) of
Surplus Cash generated by the Project during the previous calendar year to reduce the
indebtedness owed under this Note. If the County of Napa (“County”) provides a loan or grant
in an amount equal to at least Six Hundred Thousand Dollars ($600,000) to assist in financing
development of the Project, City and County shall share fifty percent (50%) of Surplus Cash,
with each such entity annually receiving twenty-five percent (25%) of Surplus Cash.
Notwithstanding any contrary provision hereof, if County does not provide such financing, or at
such time that the Borrower’s obligation to repay such County financing is either satisfied or
forgiven, then the percentage of Surplus Cash annually payable to City shall increase to fifty
percent (50%).

No later than February 1 of each year following the issuance of a final certificate of
occupancy or equivalent for the Project, Borrower shall provide to City Borrower’s calculation of
Surplus Cash for the previous calendar year, accompanied by such supporting documentation as
City may reasonably request, including without limitation, annual financial statements for the
Project certified by Owner as accurate and complete, and if one has been prepared, an
independent audit prepared for the Project by a certified public accountant. City shall have the
right to inspect and audit Borrower’s books and records concerning the calculation of Surplus
Cash, and to object within sixty (60) days from receipt of Borrower's statement. Failure to timely
object shall be deemed acceptance. If City does object, City shall specify the reasons for
disapproval. Borrower shall have thirty (30) days to reconcile any disapproved item. If Borrower
and City cannot agree on the amount of Surplus Cash, an independent auditor mutually selected
by Borrower and City shall resolve any disputed items. The cost of the auditor shall be shared
equally by Borrower and City.

No later than November 1 of each year following issuance of the final certificate of
occupancy or equivalent for the Project, Borrower shall provide to City a projected budget for
the following calendar year which shall include an estimate of Surplus Cash. City will review
the proposed budget and, if acceptable, approve it, which approval shall not be unreasonably
withheld, provided, however, if the proposed budget has not been rejected by City within 30 days
of receipt, City shall be deemed to have accepted the budget. If the budget is not acceptable,
City shall specify the reasons for disapproval. Once approved, any changes to the budget for
discretionary items that exceed ten percent (10%) of the total budget shall require City's prior
written consent, which consent shall not be unreasonably withheld.

1.2.1 “Surplus Cash” shall mean for each calendar year during the term hereof,
the amount by which Gross Revenue (defined below) exceeds Annual Operating Expenses
(defined below) for the Project. Surplus Cash shall also include net cash proceeds realized from
any refinancing or other Transfer of the Project or Property or interest therein, less fees and
closing costs reasonably incurred in connection with such refinancing or Transfer, and any City-
approved uses of the net cash proceeds of the refinancing or other transaction.
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1.2.2  “Gross Revenue” shall mean for each calendar year during the term
hereof, all revenue, income, receipts and other consideration actually received from the operation
and leasing of the Project. Gross Revenue shall include, but not be limited to: all rents, fees and
charges paid by tenants; Section 8 payments or other rental subsidy payments received for the
dwelling units; deposits forfeited by tenants; all cancellation fees, price index adjustments and
any other rental adjustments to leases or rental agreements; proceeds from vending and laundry
room machines; the proceeds of business interruption or similar insurance; the proceeds of
casualty insurance not required to be paid to the holders of Approved Senior Loans (provided
however, expenditure of such proceeds for repair or restoration of the Project shall be included
within Annual Operating Expenses in the year of the expenditure); condemnation awards for a
taking of part or all of the Property or the Improvements for a temporary period; and the fair
market value of any goods or services provided to Borrower in consideration for the leasing or
other use of any part of the Project. Gross Revenue shall include any release of funds from
replacement and other reserve accounts to Borrower other than for costs associated with the
Project. Gross Revenue shall not include tenant security deposits, loan proceeds, capital
contributions or similar advances.

1.2.3 “Annual Operating Expenses” shall mean for each calendar year during
term hereof, the following costs reasonably and actually incurred for the operation and
maintenance of the Project to the extent that they are consistent with an annual independent audit
performed by a certified public accountant using generally accepted accounting principles:
property taxes and assessments; debt service currently due and payable on a non-optional basis
(excluding debt service due from residual receipts or surplus cash of the Project) on loans which
have been approved in writing by the City and which are secured by deeds of trust senior in
priority to the Deed of Trust (“Approved Senior Loans”); reasonable property management fees
and reimbursements not to exceed fees and reimbursements which are standard in the industry
and paid pursuant to a property management agreement approved by City; premiums for
property damage and liability insurance; utility service costs not paid for directly or indirectly by
tenants; maintenance and repair costs; fees for licenses and permits required for the operation of
the Project; expenses for security services; advertising and marketing costs; payment of
deductibles in connection with casualty insurance claims not paid from reserves; tenant services;
the amount of uninsured losses actually replaced, repaired or restored and not paid from reserves;
cash deposits into reserves for capital replacements in an amount no more than $500 per unit per
year or such greater amount as reasonably required by the holder of an Approved Senior Loan or
as required by a physical needs assessment prepared by a third-party selected or approved by
City and prepared at Borrower’s expense; cash deposits into operating reserves in an amount
reasonably approved by the City or required by the holder of an Approved Senior Loan, but only
if the accumulated operating reserve does not exceed four (4) months’ projected Project
operating expenses; payments toward a developer fee in the maximum aggregate amount
approved pursuant to the Financing Plan approved by City in accordance with the Loan
Agreement, and other ordinary and reasonable operating expenses approved by City.

1.2.4 EXCLUSIONS FROM ANNUAL OPERATING EXPENSES. Annual
Operating Expenses shall exclude the following: developer fees and interest on any deferred
developer fees (except as permitted pursuant to Section 1.2.3); contributions to Project operating
or replacement reserves, except as provided in Section 1.2.3; debt service payments on any loan
which is not an Approved Senior Loan, including without limitation, unsecured loans or loans
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secured by deeds of trust which are subordinate to the Deed of Trust; depreciation, amortization,
depletion and other non-cash expenses; expenses paid for with disbursements from any reserve
account; capital expenditures unless approved in advance in writing by City; distributions to
partners; any amount paid to Borrower, any principal of Borrower, or any entity controlled by
the persons or entities in control of Borrower. Notwithstanding the foregoing limitation
regarding payments to Borrower and related parties, the following fees shall be included in
Annual Operating Expenses, subject to applicable limitations set forth in Section 1.2.3 above,
even if paid to Borrower, an affiliate of Borrower, or a partner of Borrower: fees paid to a
property management agent, resident services agent, or social services agent; and subject to
Section 1.2.5, repayment of cash advances by Borrower or its principals to cover Project
operating expense deficits or emergency cash needs of the Project. Payments to Borrower, its
principals or affiliates in excess of the limitations set forth in Section 1.2.3 shall not be counted
toward Annual Operating Expenses for the purpose of calculating Surplus Cash.

1.2.5 ADJUSTMENT TO OPERATING EXPENSES. Notwithstanding
anything to the contrary set forth herein, for the purpose of calculating Surplus Cash, Annual
Operating Expenses shall include: (a) the repayment of operating deficit loans provided by
Borrower’s principals provided however, interest payable on such loans may be included in
Annual Operating Expenses only in an amount equal to the lesser of (i) interest accrued at the
actual interest rate charged for the loan, and (ii) interest accrued at a rate equal to the Applicable
Federal Rate.

1.3 Intentionally omitted.

1.4  DUE ON SALE; ENCUMBRANCE OR REFINANCING. The entire unpaid
principal balance and all interest and other sums accrued hereunder shall be due and payable
upon the Transfer (as defined in Section 8.1 of the Regulatory Agreement) absent the prior
written consent of City, of all or any part of, or interest in, the Project or the Property (including
without limitation, upon the refinancing of permanent financing for the Project) other than a
Transfer permitted without City consent pursuant to the Regulatory Agreement. Without
limiting the generality of the foregoing, this Note shall not be assumable without City’s prior
written consent, which consent may be granted or denied in City’s sole discretion.

1.5 PREPAYMENT. Borrower may, without premium or penalty, at any time and
from time to time, prepay all or any portion of the outstanding principal balance due under this
Note, provided that each such prepayment is accompanied by accrued interest on the amount of
principal prepaid calculated to the date of such prepayment. Prepayments shall be applied first to
any unpaid late charges and other costs and fees then due, then to accrued but unpaid interest,
and then to principal. The Regulatory Agreement shall remain in full force for the entire term
thereof regardless of any prepayment of this Note.

1.6 MANNER OF PAYMENT. All payments of principal and interest on this Note
shall be made to City at 1480 Main Street, St. Helena, CA 94574 or such other place as City shall
designate to Borrower in writing, or by wire transfer of immediately available funds to an
account designated by City in writing.
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2. DEFAULTS AND REMEDIES.

2.1 EVENTS OF DEFAULT. The occurrence of any one or more of the following
events shall constitute an event of default hereunder (“Event of Default”):

(A)  Borrower fails to pay when due the principal and interest payable hereunder and
such failure continues for ten (10) days after City notifies Borrower thereof in writing.

(B)  Pursuant to or within the meaning of the United States Bankruptcy Code or any
other federal or state law relating to insolvency or relief of debtors (“Bankruptcy Law™),
Borrower or any general partner thereof (i) commences a voluntary case or proceeding; (ii)
consents to the entry of an order for relief against Borrower, or any general partner thereof, in an
involuntary case; (iii) consents to the appointment of a trustee, receiver, assignee, liquidator or
similar official for Borrower or any general partner thereof; (iv) makes an assignment for the
benefit of its creditors; or (v) admits in writing its inability to pay its debts as they become due.

(C) A court of competent jurisdiction enters an order or decree under any Bankruptcy
Law that (i) is for relief against Borrower or any general partner thereof in an involuntary case,
(i1) appoints a trustee, receiver, assignee, liquidator or similar official for Borrower, or any
general partner thereof, or substantially all of such entity’s assets, (iii) orders the liquidation of
Borrower or any general partner thereof, or (iv) issues or levies a judgment, writ, warrant of
attachment or similar process against the Property or the Project, and in each case the order or
decree is not released, vacated, dismissed or fully bonded within sixty (60) days after its
issuance.

(D)  The occurrence of a Transfer in violation of the Loan Agreement or the
Regulatory Agreement.

(E) A default arises under any debt instrument secured by a mortgage or deed of trust
on the Project or the Property and remains uncured beyond any applicable cure period such that
the holder of such instrument has the right to accelerate payment thereunder.

(F) Borrower fails to maintain insurance on the Property and the Project as required
pursuant to the City Documents and Borrower fails to cure such default within five (5) days.

(G)  Subject to Borrower’s right to contest the following charges pursuant to the City
Documents, if Borrower fails to pay taxes or assessments due on the Property or the Project or
fails to pay any other charge that may result in a lien on the Property or the Project, and
Borrower fails to cure such default within twenty (20) days of delinquency, but in all events prior
to the date upon which the holder of any such lien has the right to foreclose thereon.

(H)  If any representation or warranty contained in any City Document, or any
certificate furnished in connection therewith, or in connection with any request for disbursement
of the proceeds of the Loan proves to have been false or misleading in any material adverse
respect when made and continues to be materially adverse to the City.
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@ An Event of Default shall have been declared under the Loan Agreement or any
other City Document, including without limitation, the Regulatory Agreement, and remains
uncured beyond the expiration of the applicable cure period.

2.2 REMEDIES. Upon the occurrence of an Event of Default hereunder, City may, at
its option (i) by written notice to Borrower, declare the entire unpaid principal balance of this
Note, together with all accrued interest thereon and all sums due hereunder, immediately due and
payable regardless of any prior forbearance, (ii) exercise any and all rights and remedies
available to it under applicable law, and (iii) exercise any and all rights and remedies available to
City under this Note and the other City Documents, including without limitation the right to
pursue foreclosure under the Deed of Trust. Borrower shall pay all reasonable costs and
expenses incurred by or on behalf of City including, without limitation, reasonable attorneys'
fees, incurred in connection with City's enforcement of this Note and the exercise of any or all of
its rights and remedies hereunder and all such sums shall be a part of the indebtedness secured by
the Deed of Trust. The rights and remedies of City under this Note shall be cumulative and not
alternative.

2.3 DEFAULT RATE. Upon the occurrence of an Event of Default, interest shall
automatically be increased without notice to the rate of the lesser of ten percent (10%) per annum
or the maximum rate permitted by law (the “Default Rate”); provided however, if any payment
due hereunder is not paid when due, the Default Rate shall apply commencing upon the due date
for such payment. When Borrower is no longer in default, the Default Rate shall no longer
apply, and the interest rate shall once again be the rate specified in the first paragraph of this
Note. Notwithstanding the foregoing provisions, if the interest rate charged exceeds the
maximum legal rate of interest, the rate shall be the maximum rate permitted by law. The
imposition or acceptance of the Default Rate shall in no event constitute a waiver of a default
under this Note or prevent City from exercising any of its other rights or remedies.

3. MISCELLANEOUS.

3.1 WAIVERS:; AMENDMENTS: BORROWER’S WAIVERS. No waiver by City
of any right or remedy under this Note shall be effective unless in a writing signed by City.
Neither the failure nor any delay in exercising any right, power or privilege under this Note will
operate as a waiver of such right, power or privilege, and no single or partial exercise of any such
right, power or privilege by City will preclude any other or further exercise of such right, power
or privilege or the exercise of any other right, power or privilege. No waiver that may be given
by City will be applicable except in the specific instance for which it is given. No notice to or
demand on Borrower will be deemed to be a waiver of any obligation of Borrower or of the right
of City to take further action without notice or demand as provided in this Note. There shall be
no amendment to or modification of this Note except by written instrument executed by
Borrower and City.

To the maximum extent permitted by applicable law Borrower hereby waives
presentment, demand, protest, notices of dishonor and of protest and all defenses and pleas on
the grounds of any extension or extensions of the time of payment or of any due date under this
Note, in whole or in part, whether before or after maturity and with or without notice.

OAK #4816-7499-1912 v4 6

Page 264 of 287



Agenda Item #4.1.

3.2 NOTICES. Any notice required or permitted to be given hereunder shall be given
in accordance with Section 12.3 of the Loan Agreement.

33 SEVERABILITY. If any provision in this Note is held invalid or unenforceable
by any court of competent jurisdiction, the other provisions of this Note will remain in full force
and effect. Any provision of this Note held invalid or unenforceable only in part or degree will
remain in full force and effect to the extent not held invalid or unenforceable.

34  GOVERNING LAW:; VENUE. This Note shall be governed by the laws of the
State of California without regard to principles of conflicts of laws. Any legal action filed in
connection with this Note shall be filed in the Superior Court of Napa County, California, or in
the Federal District Court for the Northern District of California.

3.5 PARTIES IN INTEREST. This Note shall bind Borrower and its successors and
assigns and shall accrue to the benefit of City and its successors and assigns.

3.6 SECTION HEADINGS, CONSTRUCTION. The headings of Sections in this
Note are provided for convenience only and will not affect its construction or interpretation.

3.7 RELATIONSHIP OF THE PARTIES. The relationship of Borrower and City
under this Note is solely that of borrower and lender, and the loan evidenced by this Note and
secured by the Deed of Trust will in no manner make City the partner or joint venturer of
Borrower.

3.8 TIME IS OF THE ESSENCE. Time is of the essence with respect to every
provision of this Note.

IN WITNESS WHEREOF, Borrower has executed this Note as of the date first written
above.

BORROWER:

CALISTOGA AFFORDABLE HOUSING, INC.,
a California nonprofit public benefit corporation

By:

Print Name:

Title:
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CITY OF ST. HELENA

REsoLUTION No.

Resolution of the Council of the City of St Helena:

Authorizing an Additional $200,000 from the Affordable Housing Trust Fund in the
Form of a Loan Not to Exceed $700,000 for the Turley Flats Affordable Housing
Project;

Accepting the Turley Flats Regulatory Agreement Restricting All Units in the
Building to Low-Income Individuals (Attachment A);

Approving the Promissory Note for the Loan to Calistoga Affordable Housing
(Attachment B);

Accepting the Deed of Trust for the property at 1105 Pope Street (Attachment C);

Accepting an Emergency Vehicle Access Easement across portions of 1127 Pope
Street to Provide Emergency Access to the Project Site (Attachment D); and

Authorizing Drawdown of Funds Committed for Permitting Costs, Fees and
Project Construction subject to the Conditions set forth in the Loan Documents

RECITALS

A. Calistoga Affordable Housing (CAH) has been in discussion with City staff regarding
a proposed 8-unit affordable multi-family apartment project known as “Turley Flats
Apartments” (the “Project”) for the past several years; and

B. Pursuant to Resolution 2012-87 adopted on October 23, 2012, the City Council
acknowledged that the Housing Impact Fee, Traffic Mitigation Fee, and Public Safety
impact fees do not apply to the Project due to the Project’s location and affordability
restrictions, and agreed that the City would provide financing in an amount up to
$33,000 for Project water, sewer, and storm drain impact fees; and

C. Pursuant to Resolution 2013-49 adopted on July 9, 2013, the City Council agreed
that the City would provide financing for the Project’s application processing fees in
an amount up to $8,500; and

D. On October 14, 2014, the City Council adopted Resolution 2014-101 approving a
total contribution to CAH of $500,000 in the form of a loan from the Affordable
Housing Trust Fund; and
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E. CAH has been working over the past two years on both construction bids and
financing for the Project, and has submitted the building permit application for the
project to the City; and

F. The City has worked diligently with CAH to prepare the housing loan documents
attached hereto for City Council review and approval; and

G. On October 14, 2016, CAH representatives met with City staff to provide a project
update, and requested additional City funding for Project development costs; and

H. Pursuant to CAH’s request, the County of Napa has expressed interest in providing
matching funds for the Project as a loan in the amount of $650,000; however, the
County has expressed concerns regarding available contingency funding for the
Project.

RESOLUTION

The City Council of the City of St. Helena hereby resolves as follows:

1. CAH’s request for up to an additional $200,000 from the Affordable Housing
Trust Fund for the Project (for a not to exceed total of $700,000 in the form of a
loan from the AHTF at three-percent interest) is hereby approved, subject to the
conditions set forth in this Resolution.

2. The loan proceeds will be used to fund Project development costs, Project
impact fees and processing fees as outlined in Resolutions 2012-87 and 2013-
49, and up to $10,000 in building permit review fees.

3. The City Council hereby affirms and ratifies the prior actions and conclusions that
the Housing Impact Fee, the Traffic Mitigation Fee, and Public Safety impact fees
do not apply to the Project.

4. Loan proceeds will be disbursed only upon satisfaction of all conditions to closing
as described in the Loan Agreement, including the developer’s provision of
evidence that all sources of financing necessary for the Project have been
committed and will be available, including the pending $650,000 County of Napa
loan (or other equivalent source of matching funds) and a conventional
construction loan from a commercial lender in the amount of approximately $1.4
million.

5. Loan proceeds will only be disbursed in accordance with written requisitions
submitted by the developer and approved by the City in accordance with the
Loan Agreement.

6. The City will retain $60,000 of the loan proceeds in reserve to serve as a
contingency fund to cover unforeseen Project expenses, should they arise.

7. $100,000 of the loan proceeds will be retained by the City until all off-site public
improvements required by the Project conditions of approval have been
constructed to serve as security that the public infrastructure serving the Project
is adequately constructed.
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8. The loan documents for the Project, including: (i) the Affordable Housing Loan
Agreement, (ii) the Affordable Housing Regulatory Agreement, (iii) the
Promissory Note, and (iv) the Deed of Trust, are hereby approved.

9. Acceptance of the Emergency Vehicle Access Easement across a portion of
1127 Pope Street, in favor of 1105 Pope Street is hereby approved.

10.The City Manager (or designated signee) is hereby authorized to execute the
loan documents on behalf of the City substantially in the form presented to the
City Council.

11. The City Manager (and the City Manager’s designees) are hereby authorized to
execute such other instruments and to take such additional actions as may be
necessary to implement the intent of this Resolution.

Approved at a Regular Meeting of the St. Helena City Council on January 24, 2017, by
the following vote:

Mayor Galbraith:

Vice Mayor White:
Councilmember Ellsworth:
Councilmember Dohring:
Councilmember Koberstein:

APPROVED: ATTEST:

Alan Galbraith, Mayor Cindy Black, City Clerk
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pay such charges prior to delinquency. However, Owner shall not be required to pay any such
charge so long as (a) Owner is contesting such charge in good faith and by appropriate
proceedings, (b) Owner maintains reserves adeguate to pay any contested liabilities, and (c) on
final determination of the proceeding or contest, Owner immediately pays or discharges any
decision or judgment rendered against it, together with all costs, charges and interest. The
foregoing is not intended to impair Owner’s ability to apply for any applicable exemption from
property taxes or other assessments and fees.

6.8 Insurance Coverage. Throughout the term of this Agreement Owner shall comply
with the insurance requirements set forth in Exhibit B, and shall, at Owner’s expense, maintain in
full force and effect insurance coverage as specified in Exhibit B.

6.9  Property Damage or Destruction. If any part of the Project is damaged or
destroyed, Owner shall repair or restore the same, consistent with the occupancy and rent
restriction requirements set forth in this Agreement. Such work shall be commenced as soon
as reasonably practicable after the damage or 1oss occurs and shall be completed within one
year thereafter or as soon as reasonably practicable, provided that insurance proceeds are
available to be applied to such repairs or restoration within such period and the repair or
restoration is financially feasible. During such time that lenders or low-income housing tax
credit investors providing financing for the Project impose requirements that differ from the
requirements of this Section the requirements of such lenders and investors shall prevail.

7. Recordation; Subordination. This Agreement shall be recorded in the Official Records of
Napa County. Owner hereby represents, warrants and covenants that with the exception of
easements of record, absent the written consent of City, this Agreement shall not be subordinated in
priority to any lien (other than those pertaining to taxes or assessments), encumbrance, or other
interest in the Property or the Project. If at the time this Agreement is recorded, any interest, lien,
or encumbrance has been recorded against the Project in position superior to this Agreement,
upon the request of City, Owner hereby covenants and agrees to promptly undertake all action
necessary to clear such matter from title or to subordinate such interest to this Agreement
consistent with the intent of and in accordance with this Section 7, and to provide such evidence
thereof as City may reasonably request. Notwithstanding the foregoing, the City agrees that the
City will not withhold consent to reasonable requests for subordination of this Agreement to
deeds of trust provided for the benefit of lenders identified in the Financing Plan (as defined in
the Loan Agreement) as it may be updated with City approval, provided that the instruments
effecting such subordination include reasonabl e protections to the City in the event of default,
including without limitation, extended notice and cure rights, the rights set forth in Section 9.6 of

the Loan Agreement, and to the extent applicable, address the matters addressed in Section 3.4(d)
of the Loan Agreement.

8. Transfer and Encumbrance.

8.1 Restrictions on Transfer and Encumbrance. During the term of this Agreement,
except as permitted pursuant to the Loan Agreement or this Agreement, Owner shall not directly
or indirectly, voluntarily, involuntarily or by operation of law make or attempt any total or partial

| sdle, transfer, conveyance, encumbrance, assignment (including, without limitation, any
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| assignment for security purposes), or lease (collectively, “Transfer”) of the whole or any part of
the Property, the Project, or the improvements located on the Property, without the prior written
consent of the City, which approval shall not be unreasonably withheld. In addition, prior to the
expiration of the term of this Agreement, except as expressly permitted by this Agreement or the
Loan Agreement, Owner shall not undergo any significant change of ownership without the prior
written approval of City. For purposes of this Agreement, a*“ significant change of ownership”
shall mean atransfer of the beneficial interest in Owner of more than forty-nine percent (49%) in
aggregate of the present ownership and /or control of Owner, taking all transfers into account on
acumulative basis; provided however, neither the admission of an investor limited partner, nor
the transfer by the investor limited partner to subsequent limited partners shall be restricted by
this provision. Notwithstanding any contrary provision of this Agreement, City shall have the
right to review and approve any proposed devel opment services agreement for the Project, and
any joint venture, partnership or similar agreement relating to devel opment, ownership or
management of the Project, and City’s prior written consent to any such agreement shall be
reguired.

8.2  Pemitted Transfers. Notwithstanding any contrary provision hereof, the
prohibitions on Transfer set forth herein shall not be deemed to prevent: (i) the granting of
easements or permits to facilitate development of the Property; (ii) the dedication of any property
required pursuant to the Loan Agreement; (iii) the lease of individual dwelling units to tenants
for occupancy as their principa residence in accordance with this Agreement; or (iv) assignments
creating security interests for the purpose of financing the acguisition;-construction;-_ or
permanent financing of the Project ertheProperty-provided that such financing is provided by
the lenders identified in the Financing Plan approved in accordance with the Loan Agreement
and is consistent with the terms set forth in the approved Financing Plan as it may be updated
with City approval, or Transfers directly resulting from the foreclosure of, or granting of a deed

|n I|eu of foreclosure of, such asecurlty mter%t—év}alransﬁer—te&tax—exemppenm%undeﬁhe

8.3 Requirements for Proposed Transfers. The City may, in the exercise of its sole
discretion, consent to a proposed Transfer of this Agreement, the Property, the Improvements or
part thereof if al of the following requirements are met (provided however, the reqw rements of
this Sectlon 8.3 shall not apply to Transfers deecrlbed in clauses (i), (||) or |

15
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of Section 8.2):

@) The proposed transferee demonstrates to the City’ s satisfaction that it has
the qualifications, experience and financial resources necessary and adequate as may be
reasonably determined by the City to competently complete and manage the Project and to

‘ otherwise fulfill the obligations undertaken by the Owner under this Agreement:;

(i)  The Owner and the proposed transferee shall submit for City review and
approval al instruments and other legal documents proposed to effect any Transfer of al or any
part of or interest in the Property, the Improvements or this Agreement together with such
documentation of the proposed transferee’ s qualifications and development capacity as the City

‘ may reasonably request:;

(iii)  The proposed transferee shall expressly assume al of the rights and
obligations of the Owner under this Agreement and the other City Loan Documents arising after
the effective date of the Transfer and all obligations of Owner arising prior to the effective date
of the Transfer (unless Owner expressly remains responsible for such obligations) and shall agree
to be subject to and assume all of Owner’s obligations pursuant to the Conditions of Approval
and all other conditions, and restrictions set forth in this Agreement--;

(iv)  The Transfer shall be effectuated pursuant to a written instrument
satisfactory to the City in form recordable in the Officia Records:; and

(v) If applicable, the final form of any financing, development services, joint

venture, or partnership agreement, and any subseguent amendments of such agreements that
affect City’ s economic interests under the City Documents shall be subject to City’ s review and

approval.

Consent to any proposed Transfer may be given by the City’ s Authorized Representative
unless the City’ s Authorized Representative, in his or her discretion, refers the matter of approval
to the City Council. If the City has not rejected a proposed Transfer or requested additional
information regarding a proposed Transfer in writing within forty-five (45) days following City’s
receipt of written request by Owner, the proposed Transfer shall be deemed approved.

84  Effect of Transfer without City Consent. In the absence of specific written
agreement by the City, no Transfer of the Property or the Project shall be deemed to relieve the
Owner or any other party from any obligation under this Agreement. It shall be an Event of
Default hereunder entitling City to pursue remedies including without limitation, acceleration of
the Loan and/or foreclosure under the Deed of Trust if without the prior written approval of the
City, Owner assigns or Transfers this Agreement, the Improvements, or the Property or

undertakes any other Transfer (including without limitation any assignment for security or

encumbrance of the Property) in violation of Section 8 and the Subsections thereof.

8.5  Recovery of City Costs. Owner shall reimburse City for all City costs, including
but not limited to reasonable attorneys' fees, incurred in reviewing instruments and other legal
documents proposed to effect a Transfer under this Agreement and in reviewing the
gualifications and financial resources of a proposed successor, assignee, or transferee within

16
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and the Deed of Trust contains the entire agreement of Parties with respect to the subject matter
hereof, and supersedes all prior oral or written agreements between the Parties with respect
thereto. Exhibits A and B, attached hereto are incorporated herein by this reference.

11.14 Counterparts. This Agreement may be executed in multiple counterparts, each of
which shall be an origina and all of which together shall constitute one agreement.

SIGNATURES ON FOLLOWNG PAGES

21
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“Affordable Rent” is defined in the Regulatory Agreement.

“Applicable Laws’ is defined in Section 5.15.

“Area Median Income” isdefined in the Regulatory Agreement.

“Certificate of Completion” isdefined in Section 5.12.

“City’s Authorized Representative” means the City Manager of the City
of St. Helena or the Planning and Community Improvement Director of the City
of St. Helena

“City” means the City of St. Helena, amunicipal corporation.

“City Council” means the City Council of the City of St. Helena.

“City Documents’ means collectively, this Agreement, the Note, the
Deed of Trust, and the Regulatory Agreement.

“City’s Permitted Exceptions’ is defined in Section 3.4.
“Claims” isdefined in Section 5.14.

“Closing Date” or “Close of Escrow” shall be the date that escrow closes
for the Loan..

“Conditions of Approval” isdefined in Section 5.4.
“Construction Plans’ is defined in Section 5.6.

“Deed of Trust” isdefined in Section 3.4.

“Eligible Households” is defined in the Regulatory Agreement.
“Environmental Laws’ isdefined in Section 7.6.2.

“Escrow Agent” isdefined in Section 3.1.

“Financing Plan is defined in Section 2.4.

“Force Majeur€’ isdefined in Section 12.2.

“Hazardous Material” is defined in Section 7.6.1.
“I'mprovements’ is defined in Section 2.3.

“Indemnitees’ isdefined in Section 5.14.

OAK #4829-7354-8832 v5-v6 3

Page 275 of 287



Agenda Item #4.1.

“Lender’sTitle Policy” isdefined in Section 3.4.
“Loan” isdefined in Section 4.1.

“Loan Proceeds’ isdefined in Section 4.1.
“Note” isdefined in Section 3.4.

“Official Records’ means the Official Records of Napa County.

“Project” isdefined in Recital B.

“Property” isdefined in Recital A.

“Regulatory Agreement” isdefined in Section 3.4.
“Title Company” isdefined in Section 3.1.
“Transfer” is defined in Section 8.2.

1.2  Exhibits. Thefollowing Exhibits are attached hereto and incorporated into this
Agreement by this reference:

Lega Description of the Property
Form of Promissory Note

Form of Deed of Trust

Form of Regulatory Agreement
Financing Plan

Form of Certificate of Completion

TMOUOwWX>

ARTICLE 11

REPRESENTATIONS; PROJECT SCOPE; FINANCING PLAN

2.1  Developer's Representations. Developer represents and warrants to City as
follows, and Developer covenants that until the expiration or earlier termination of this
Agreement, upon learning of any fact or condition which would cause any of the warranties and
representationsin this Section 2.1 not to be true, Developer shall immediately give written notice
of such fact or condition to City. Developer acknowledges that City shall rely upon Developer’s
representations made herein notwithstanding any investigation made by or on behalf of City.

@ Organization. Developer isanonprofit public benefit corporation, duly organized
and in good standing under the laws of the State of California and tax-exempt under Section
501(c)(3) of the Internal Revenue Code of 1986, as amended.
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the financing of the Project. Developer shall pay, or cause to be paid, al recording fees, transfer
taxes, escrow fees and closing costs incurred in connection with the acquisition of the Property
and the financing of the Project. Developer shall pay for the cost of any lender’s policy of title
insurance that City elects to acquire in connection with the transactions contemplated hereby.
City and Developer shall provide Escrow Agent with a copy of this Agreement, which together
with such supplemental instructions as City or Developer may provide and which are consistent
with the intent of this Agreement or which are otherwise mutually agreed upon by City and
Developer, shall serve as escrow instructions for the Closing.

3.3 Closing. TheClosing Date shall be a date that is mutually acceptable to the
Parties. Prior to the Close of Escrow, Developer shall deposit into escrow the City Documents to
which Developer is a party, executed and acknowledged as applicable, and Developer’ s share of
closing costs. Provided that all conditions precedent to Close of Escrow have been satisfied or
waived, City shall deposit into escrow executed copies of the City Documentsto which City isa
party, and shall deposit the-into escrow L oan Proceeds ite-eserowin the agreed-upon amount as
set forth in a settlement statement approved by City’ s Authorized Representative. On the
Closing Date the Escrow Agent shall cause the Deed of Trust and the Regul atory Agreement to
be recorded in the Official Records.

3.4  City’s Conditionsto Closing. City’sobligation to fund the Loan and disburse the
Loan Proceeds is conditioned upon the satisfaction of al of al of the requirements set forth in
each subsection of this Section 3.4 unless any such condition is waived in writing by City acting
in the discretion of City’s Authorized Representative.

@ No Default. There shall exist no condition, event or act which would
constitute a material breach or default under this Agreement or any other City Document, or
which, upon the giving of notice or the passage of time, or both, would constitute such a material
breach or default.

(b) Representations. All representations and warranties of Devel oper
contained herein or in any other City Document or certificate delivered in connection with the
transactions contempl ated by this Agreement shall be true and correct in all material respects as
of the Close of Escrow.

(c) Due Authorization and Good Standing. Developer shall have delivered to
City each of thefollowing: (&) acertified resolution indicating that Devel oper’ s governing
board has authorized the transactions contemplated by this Agreement and that the persons
executing the City Documents on behalf of Developer have been duly authorized to do so; (b)
certified copies of Developer’ s bylaws and articles of incorporation certified by the Secretary of
State/an officer of Developer, as applicable; (c) verification of Developer’ s tax-exempt status;
and (d) a certificate of good standing, certified by the Secretary of State, indicating that
Developer is properly organized and authorized to do business in the State of California.

onall tted.
d Subordination and Intercreditor Agreement. Developer, City and each
party providing construction financing for the Project, including without limitation, Developer’s
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conventional construction lender and any public agency providing financing, shall have executed
and deposited into escrow for recordation, an intercreditor/subordination agreement that
addresses, inter alia (i) thelien priority of each lender’s deed of trust and regul ator reement
(if applicable), (ii) procedures for coordinated construction inspection and disbursement of |oan
proceeds, including timing for disbursement of the proceeds of each loan, (iii) the respective
rights of each lender to receive Project surplus cash toward loan repayment, (iv) treatment of
proceeds of insurance in the event of casualty loss, (v) notice of default and cure rights, and (vi)
restrictions upon modification of 1oan documents without consent of the other lenders.

(e Execution, Delivery and Recordation of Documents. Developer shall have
executed, acknowledged as applicable, and delivered to City this Agreement, and all other
documents required in connection with the transactions contemplated hereby, including without
limitation a promissory note substantially in the form attached hereto as Exhibit B (the “ Note”),
adeed of trust substantially in the form attached hereto as Exhibit C (the “ Deed of Trust”), and
an Affordable Housing Regulatory Agreement and Declaration of Restrictive Covenants
substantially in the form attached hereto as Exhibit D (the “ Regulatory Agreement”).
Concurrently with the Closing, the Deed of Trust and the Regulatory Agreement shall be
recorded in the Official Records.

Q) Mechanics' Liens. Developer’s delivery to City of evidence reasonably
satisfactory to City that there are no mechanics’ liens or stop notices related to the Property or
the Project, and Developer’s provision to City of full waivers or releases of lien clamsif required
by City.

(9) Lender’s Title Policy. The Title Company shall, upon payment of the
premium therefor, be committed to issue an ALTA Lender’s Policy of Title Insurance for the
benefit and protection of City (“Lender’s Title Policy”) in the amount of the Loan, insuring that
the lien of the Deed of Trust and the Regulatory Agreement are subject only to title exceptions
and such other defects, liens, conditions, encumbrances, restrictions, easements and exceptions
as City may reasonably approve in writing (collectively, “ City’s Per mitted Exceptions’),
showing title to the Property vested in Developer, and containing such endorsements as City may
reasonably require, with the cost of such Lender’s Title Policy to be paid by Developer.

(h) Insurance; Payment and Performance Bonds. Developer shall have
provided evidence satisfactory to City that Developer has obtained insurance coverage meeting
the requirements set forth in Article X1, and shall have provided to City copies of payment bonds
and performance bonds pursuant to Section 5.18.

0] Financing Plan. City shall have approved the Financing Plan, including
without limitation, the construction and operating budgets for the Project.

| 0 Evidence of Availability of Funds; Closing for Construction Financing.
Prior to the Closing Date, Developer shall submit to the City copies of al loan documents for the

financing sources identified in the approved Financing Plan, together with evidence reasonably
satisfactory to City that (i) all conditions to the rel ease and expenditure of the initial draw of
funds from each source described in the approved Financing Plan as a source of construction
financing for the Project have been met and that such funds will be available, and (ii) all
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construction financing (including draws subsequent to the initial draw of funds) will be available
upon the satisfaction of the conditions set forth in the construction loan documents. Developer
shall have provided to City copies of decument-all documents related to development and

financing of the Project-as-City-may-+easenabhyrequest, including without limitation, copies of
al loan and grant documents.

The Parties intend that closing for the Loan will occur concurrently with closing for the
Project construction |oan to be provided by Developer’s conventional lender and with closing for

al other debt financing or grants to be provided for the Project by other parties. Unless and to
the extent expressly waived in writing by City acting in the discretion of City’s Authorized

Representative, it shall be a condition to closing for the L oan, and City shall have no obligation
to fund the Loan, until closing has occurred for all other Project construction financing.

(k) Permits and Approvals; Cooperation. Developer shall have obtained all
entitlements, permits, licenses and approvals required for the construction and operation of the
Project, including without limitation, building permits and use permits or shall provide evidence
satisfactory to City that receipt of such permits and approvalsis subject only to such conditions
as City may reasonably approve.

0] Payment of Fees. Developer shall have paid when due all eustemary-and
reasonablefees and charges payable in connection with the processing of al applicable City
permits and approvals Notwithstandi ng the foregoing;- =(=)=Loan Proceeds ir-an-ameudnt-tp-to
06)-may be used to pay City

fe&for the PI’O] ect in such amounts as gggroved b¥ the C|t¥ sAuthorlzed Representative, and
ii) the Parties acknowledge that to the extent that any City fees are not payable until issuance of

certificates of occupancy for the Project, the City will retain Loan Proceeds in the amount of
such fees.

(m)  Construction Plans, Budget and Schedule. City shall have approved the
construction budget and schedule for the Project, the Construction Plans and specifications for
the Project, and the construction eentractcontracts. Developer shall have delivered an-to City
executed eopy-copies of the approved construction eentract-te-City-contracts, each in the not-to-
exceed amounts specified in the Financing Plan.

(n) Relocation Plan. Developer shall have submitted, and City shall have

approved, aplan for relocation of existing occupants of the Property in accordance with Section
6.3.

{A(0) Settlement Statement. City shall have received a settlement statement
showing closing costs, and all other amounts paid through escrow.

(ep) Requisition. Developer shall have submitted to City awritten requisition
for disbursement of funds specifying the amount and use of the requested funds, accompanied by
copies of third-party invoices, evidence of Developer’s payment for services rendered in
connection with the work, and such other documentation as City may reasonably require.

3.5 Developer's Conditionsto Closing. Developer’s obligation to proceed with the
Closing is subject to the satisfaction or Developer’s waiver of the following conditions:
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@ No Default. City shall not bein default under the terms of this
Agreement, and all representations and warranties of City contained herein shall be true and
correct in all material respects,

(b) Execution of Documents. City shall have executed and acknowledged the
Memorandum, the Regulatory Agreement, the Notice, and al other City Documents to which the
City isaparty, and shall have delivered such documentsinto escrow; and

(c) Owner’s Title Policy. The Title Company shall, upon payment of the
premium therefor, be ready to issue an Owner's Title Insurance Policy for the benefit and
protection of Developer ("Owner’s Title Policy") showing title to the Property vested in
Developer, subject only to Developer’s Permitted Exceptions and containing such endorsements
as Developer may reasonably require, with the cost of such Owner’s Title Policy to be paid by
Developer.

ARTICLE IV
CITY FINANCIAL ASSISTANCE

4.1 Loan and Note. In order to increase the affordability of the Project, City agrees
to provide a construction/permanent loan (the “L oan”) to Developer in the principal amount of
up to Seven Hundred Thousand Dollars ($700,000), upon the terms and conditions and for the
purposes set forth in this Agreement. The Loan shall be evidenced by the Note which shall be
dated as of the Closing Date and executed by Developer substantially in the form attached hereto
as Exhibit B. Provided that Developer has complied with al conditions precedent to
disbursement of the Loan set forth in Sections 3.4, the proceeds of the Loan (“L oan Proceeds”)

| shall be disbursed pursuant to approved draw requests as described in Section 3.4 (ap) or, if
appllcable asettlement star[ement prowded by the Escrow Agent and approved inwriting by

42  Interest Rate; Payment Dates; Cost Savings; Maturity Date. The principa

bal ance of the Note outstanding from time to time will bear interest at arate equal to three
percent (3%) simple annual interest commencing upon the date of disbursement. Annual
payments shall be due and payable on aresidual receipts basisin accordance with the formula set
forth in the Note commencing upon City’ sissuance of afina certificate of occupancy or
equivalent for the Project. The entire outstanding principal balance of the Loan together with
accrued interest and all other sums due under the City Documents shall be payablein full on the

| date which isthe thirtieth (30") anniversary of the date of the Note (the “Maturity Date” )-.

Notwithstanding the foregoing, the City shall have the right to accelerate the Maturity
Date and declare al sums payable under the Note immediately due and payable upon the
expiration of al applicable cure periods following the occurrence of an Event of Developer
Default.

4.3  Security. Assecurity for repayment of the Note, Developer shall execute the
Deed of Trust in favor of City as beneficiary pursuant to which City shall be provided alien
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against the Property and the Improvements. The Deed of Trust shall be dated as of the Closing
Date, shall be substantially in the form attached hereto as Exhibit C , and shall be recorded in the
Official Records on the Closing Date. The Deed of Trust may be subordinated only to such liens
and encumbrances consistent with the approved Financing Plan as City shall approve in writing.

4.4 Prepayment; Acceleration.

@ Prepayment. Developer shall have the right to prepay the Loan at any
time and from time to time, without penalty or premium, provided that any prepayment of
principal must be accompanied by interest accrued but unpaid to the date of prepayment.
Prepayments shall be applied first to accrued but unpaid interest and then to principal. Any such
prepayment shall have no effect upon Developer’ s obligations under the Regul atory Agreement
which shall survive for the full term of the Regulatory Agreement.

(b) Due On Transfer-er-, Encumbrance, or Refinancing. Unless City agrees
otherwise in writing, the entire unpaid principal balance and al interest and other sums accrued
under the Note shall be due and payable upon the Transfer absent the prior written consent of
City of al or any part of or interest in the Property or the Project (including without limitation,
upon the refinancing of permanent financing for the Project) except as otherwise permitted
pursuant to this Agreement.

(o) Default. The City shall have the right to accelerate the Maturity Date and
declare all sums payable under the Note immediately due and payable upon the expiration of all
applicable cure periods following the occurrence of an Event of Developer Default.

4.5 Disbursement and Use of Loan Proceeds. The Parties agree that City shall
disburse the L oan Proceeds only for the purpose of funding Project development costs, including
City impact fees and building permit review and processing fees. City will retain Sixty
Thousand Dollars ($60,000) of Loan Proceeds to serve as a contingency fund that will be
disbursed only if necessary to cover Project cost overruns or unforeseen Project expenses as
reasonably approved by City’s Authorized Representative. In lieu of requiring an improvement
bond, City will retain One Hundred Thousand Dallars ($100,000) until all off-site public
improvements required by the Project conditions of approval have been constructed and City has
accepted such improvements.

4.6  Intentionally omitted.

4.7 No Obligation to Dishurse Proceeds Upon Default. Notwithstanding any other
provision of this Agreement, the City shall have no obligation to disburse or authorize the
disbursement of any portion of the Loan Proceeds following:

0] the failure of any of Developer’ s representations and warranties made in
this Agreement or in connection with the Loan to be true and correct in all material respects;

(i) the termination of this Agreement by mutual agreement of the Parties;
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(iii)  the occurrence of an Event of Developer Default under any City
Document which remains uncured beyond any applicable cure period, or the existence of any
condition, event or act which upon the giving of notice or the passage of time or both would
constitute an Event of Developer Default under any City Document.

ARTICLEV
DEVELOPMENT OF THE PROPERTY

5.1 Development Schedule. Subject to Force M gjeure, Developer shall commence
construction of the Project by not later than July 1, 2017, and shall diligently prosecute to
completion the construction of the Improvements to enable City to issue afinal certificate of
occupancy within eighteen{18twelve (12) months following commencement of construction,
with construction targeted to be completed by not later than Becember-32July 1, 2018.
Developer shall use diligent and commercially reasonable efforts to perform Developer’s
obligations under this Agreement within the times periods set forth herein, and if no such timeis
provided, within a reasonable time, designed to permit issuance of afinal certificate of
occupancy by the date specified in this Section 5.1. Subject to Force Mgeure and the City's
issuance of permits and approvals, Developer’ s failure to commence or complete construction of
the Project in accordance with the time periods specified in this Section 5.1 shall be an Event of
Developer Default hereunder.

5.2  Cost of Acqguisition and Construction. Except as expressly set forth herein,
Developer shall be solely responsible for all direct and indirect costs and expensesincurred in
connection with the acquisition of the Property, including without limitation appraisal fees, title
reports and any environmental assessments Developer electsto undertake. Except as expressly
set forth herein, al costs of designing, developing and constructing the Project and compliance
with the Conditions of Approval, including without limitation all off-site and on-site
improvements required by City in connection therewith, shall be borne solely by Developer and
shall not be an obligation of the City.

5.3  Project Approvals. Developer acknowledges that execution of this Agreement by
City does not constitute City approval for the purpose of the issuance of building permits, does
not limit in any manner the discretion of City in such approval process, and does not relieve
Developer from the obligation to apply for and obtain from City and all other agencies with
jurisdiction over the Property, all necessary approvals, entitlements, and permits for the
construction of the Project and development of the Property, including without limitation, the
approval of architectural plans, the issuance of any certificates regarding historic resources
required in connection with the development of the Property (if any) and the approval of the
Project in compliance with CEQA and if applicable, NEPA), nor doesit limit in any manner the
discretion of the City or any other agency in the approval process. Developer shall pay when due
all customary and reasonable fees and charges in connection with the processing of all applicable
permits and approvals. Developer shall not commence construction work on the Project prior to
issuance of building permits required for such work. City staff shall work cooperatively with
Developer to assist in coordinating the expeditious processing and consideration of all permits,
entitlements and approvals necessary for the devel opment and operation of the Project as
contemplated by this Agreement.
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do business in California, each in a penal sum of not less than one hundred percent (100%) of the
scheduled cost of construction of the Project. The bonds shall name the City as co-obligee.

5.19 Insurance Requirements. Developer shall maintain and shall cause its contractors
to maintain all applicable insurance coverage specified in Article XI.

ARTICLE VI
USE OF THE PROPERTY

6.1  Affordable Housing. Developer covenants and agrees for itself, its successors
and assigns that the Property and the Improvements will be subject to recorded covenants that
will restrict use of the Property to development of an affordable multi-family housing project,
and that for aterm of not less than fifty-five (55) years commencing upon the issuance of afina
certificate of occupancy for the Project all of the residential unitsin the Project shall be available
at Affordable Rents to households whose income is no greater than eighty (80%) of Area Median
Income, in accordance with the terms hereof and the Regulatory Agreement.

6.2 Preference for Displaced and Local Residents. To the extent permitted by law
and consistent with the program regul ations for funding sources used for development of the
Project or for tenant rent subsidies, in accordance with the City’s Amended Local Preference
Policy approved on October 28, 2014 by Resolution 2014, ©wner-Developer shall give first
priority intherental of the residentia unitsin the Project to Eligible Households (as defined in
the Regulatory Agreement) that include at least one member who was displaced from their
affordable housing located within the City because of substandard and/or unsafe living
conditions resulting in Code enforcement proceedings by the City. Owner-Developer shall give
second priority to Eligible Households that include at least one member who lives or works
within the St. Helena Unified School District geographic boundaries. In the event there are
fewer Eligible Household applicants that meet the criteria specified in this Section than there are
available units, units shall be made avail able to members of the general public who are Eligible
Households.

6.3  Relocation. Personsresiding on the Property as of the Effective Date of this
Agreement shall not be displaced before suitable replacement housing is available. Owner
Developer shall ensure that all such occupants of the Property receive al notices, benefits and
assistance to which they are entitled in accordance with California Relocation Assistance Law
(Government Code Section 7260 et seq.), all state and local regul ations implementing such law,
and all other applicable local, state and federal 1aws and regulations (collectively “Relocation
Laws") relating to the displacement and relocation of eligible persons as defined in such
Relocation Laws. All costsincurred in connection with the temporary and/or permanent
displacement and/or relocation of occupants of the Property, including without limitation
payments to arel ocation consultant, moving expenses, and payments for temporary and
permanent relocation benefits pursuant to Relocation Laws shall be paid by SwnrerDevel oper.
Owner-Developer shall indemnify, defend (with counsel approved by City) and hold the
Indemnitees harmless from and against al Claims arising in connection with the breach of
Owner-sDeveloper’ s obligations set forth in this Section whether or not any insurance policies
shall have been determined to be applicable to any such Claims. Developer’sindemnification
obligations under this Section 6.3 shall not extend to Claims resulting solely from the gross
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negligence or willful misconduct of Indemnitees and are subject to the additional terms set forth
in Section 11.2 below. The provisions of this Section 6.3 shall survive the expiration or earlier

termination of this Agreement. Developer shall submit to City for City’s review and approval,

arelocation plan that addresses relocation of all existing occupants of the Property. City’'s
approval of the relocation plan shall be a condition to closing for the L oan.

6.4  Maintenance. Developer shall at its own expense, maintain the Property and the
Improvements, including the landscaping and common areas in good physical condition, in good
repair, and in decent, safe, sanitary, habitable and tenantabl e living conditions in conformity with
all Applicable Laws. Without limiting the foregoing, Developer agrees to maintain the Property
and the Improvements (including without limitation, landscaping, driveways, parking areas, and
walkways) in a condition free of al waste, nuisance, debris, unmaintained landscaping, graffiti,
disrepair, abandoned vehicles/appliances, and illegal activity, and shall take all reasonable steps
to prevent the same from occurring on the Property. Developer shall prevent and/or rectify any
physical deterioration of the Improvements and shall make all repairs, renewals and
replacements necessary to keep the Property and the Improvements in good condition and
repair.

6.5  Taxesand Assessments. Developer shall pay all real and personal property taxes,
assessments and charges and all franchise, income, payroll, withholding, sales, and other taxes
assessed against the Property or the Improvements, at such times and in such manner asto
prevent any penalty from accruing, or any lien or charge from attaching to the Property or
Improvements; provided, however, Developer shall have the right to contest in good faith, any
such taxes, assessments, or charges. In the event the Developer exercisesitsright to contest any
tax, assessment, or charge, the Developer, on final determination of the proceeding or contest,
shall immediately pay or discharge any decision or judgment rendered against it, together with
all costs, charges and interest.

6.6  Obligation to Refrain from Discrimination. Developer covenants for itself and all
persons claiming under or through it, and this Agreement is made and accepted upon and subject
to the condition that there shall be no discrimination against or segregation of any person or
group of persons on account of any basis listed in subdivision (a) or (d) of Section 12955 of the
Government Code, as those bases are defined in Sections 12926, 12926.1, subdivision (m) and
paragraph (1) of subdivision (p) of Section 12955, and Section 12955.2 of the Government Code,
in the sale, lease, sublease, transfer, use, occupancy, tenure or enjoyment of the Property or the
Improvements, or part thereof, nor shall Developer or any person claiming under or through
Developer establish or permit any such practice or practices of discrimination or segregation
with reference to the selection, location, number, use or occupancy of tenants, lessees,
subtenants, sublessees or vendeesin, of, or for the Property or Improvements, or part thereof.
Developer shall include such provision in all deeds, leases, contracts and other instruments
executed by Developer, and shall enforce the same diligently and in good faith.

All deeds, leases or contracts made or entered into by Developer, its successors or
assigns, asto any portion of the Property or the Improvements shall contain the following
language:

@ In Deeds, the following language shall appear:
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City. It isbecause of these qualifications, experience, financial capacity and expertise that the
City has entered into this Agreement with Developer. No voluntary or involuntary successor,
assignee or transferee of Developer shall acquire any rights or powers under this Agreement,
except as expressly provided herein.  Notwithstanding any contrary provision of this Agreement,
City shall have the right to review and approve any proposed devel opment services agreement
for the Project, and any joint venture, partnership or similar agreement relating to development,
ownership or management of the Project, and City’ s prior written consent to any such agreement
shall be required.

8.2  Prohibition on Transfer. Prior to the expiration of the term of the Regulatory
Agreement, Developer shall not, except as expressly permitted by this Agreement, directly or
indirectly, voluntarily, involuntarily or by operation of law make or attempt any total or partial
sale, transfer, conveyance, encumbrance, assignment (including without limitation, any
assignment for security purposes), or lease (collectively, “ Transfer”) of the whole or any part of
the Property, the Project, the Improvements, or this Agreement, without the prior written
approval of City which approval shall not be unreasonably withheld. Any such attempt to assign
this Agreement without the City’ s consent shall be null and void and shall confer no rights or
privileges upon the purported assignee. In addition to the foregoing, prior to the expiration of the
term of the Regulatory Agreement, except as expressly permitted by this Agreement, Devel oper
shall not undergo any significant change of ownership without the prior written approval of City.
For purposes of this Agreement, a“ significant change of ownership” shall mean atransfer of the
beneficial interest of more than forty-nine percent (49%) in aggregate of the present ownership
and /or control of Developer, taking al transfersinto account on a cumulative basis.

8.3  Permitted Transfers. Notwithstanding any contrary provision hereof, the
prohibitions set forth in this Article shall not be deemed to prevent: (i) the granting of temporary
easements or permits to facilitate development of the Property; (ii) the dedication of any property
required pursuant to this Agreement; (iii) the lease of individual residences to tenants for
occupancy astheir principal residence in accordance with the Regulatory Agreement; or (iv)
assignments creating security interests for the purpose of financing the acguisition;-construction
or permanent financing of the Project ir-aecordancewith-provided that such financing is
provided by the lenders identified in the approved Financing Plan and is consistent with the

terms set forth in the approved Financing Plan as it may be updated with City approval, and
subject to the requirements of Article IX, or Transfers directly resulting from the foreclosure of,
or granti ng of adeedin I|eu of foreclosure of, such asecurlty |ntere£t—€v9—a—'li|cans£er—te&tax-
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84  Reguirementsfor Proposed Transfers. The City may, in the exercise of its sole
discretion, consent to a proposed Transfer of this Agreement, the Property, the Improvements or
part thereof if al of the following requirements are met (provided however, the requirements of
thls Sectlon 8.4 shall not apply to Transfers dwcrlbed in clauses (|) (u) or (|||)4w9ﬂand{v+9$t

of Sectlon 8 3)

0] The proposed transferee demonstrates to the City’ s satisfaction that it has
the qualifications, experience and financial resources necessary and adequate as may be
reasonably determined by the City to competently complete and manage the Project and to
otherwise fulfill the obligations undertaken by the Developer under this Agreement-;

(i)  The Developer and the proposed transferee shall submit for City review
and approval al instruments and other legal documents proposed to effect any Transfer of al or
any part of or interest in the Property, the Improvements or this Agreement together with such
documentation of the proposed transferee’ s qualifications and development capacity as the City
may reasonably request:;

(iii)  The proposed transferee shall expressly assume all of the rights and
obligations of the Developer under this Agreement and the other City Documents arising after
the effective date of the Transfer and all obligations of Developer arising prior to the effective
date of the Transfer (unless Developer expressly remains responsible for such obligations) and
shall agree to be subject to and assume all of Developer’s obligations pursuant to the Conditions
of Approval and al other conditions, and restrictions set forth in this Agreement--;

(iv)  The Transfer shal be effectuated pursuant to awritten instrument
satisfactory to the City in form recordable in the Official Records:; and

v) If applicable, the final form of the-Partrership-Agreement-any financing,

development services, joint venture, or partnership agreement, and any subsequent amendments
of such agreements that affect the City’ s economic interests under this Agreement or the City

Documents., shall be subject to City’ s review and approval.

Consent to any proposed Transfer may be given by the City’s Authorized
Representative unless the City’ s Authorized Representative, in his or her discretion, refers the
matter of approval to the City Council. If the City has not rejected a proposed Transfer or
requested additional information regarding a proposed Transfer in writing within forty-five (45)
days following City’ s receipt of written request by Developer, the proposed Transfer shall be
deemed approved.

8.5 Effect of Transfer without City Consent.

8.5.1 Inthe absence of specific written agreement by the City, no Transfer by
Developer shall be deemed to relieve the Developer or any other party from any obligation under
this Agreement.
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8.5.2 It shall be an Event of Developer Default hereunder entitling City to
pursue remedies including without limitation, termination of this Agreement and/or foreclosure
under the Deed of Trust if without the prior written approval of the City, Developer assigns or
Transfers this Agreement, the Improvements, or the Property or undertakes any other Transfer
(including without limitation any assignment for security or encumbrance of the Property) in
violation of Article VIII.

8.6  Recovery of City Costs. Within ten (10) days following City’s delivery to
Developer of an invoice detailing such costs, Developer shall reimburse City for all City costs,
including but not limited to reasonabl e attorneys' fees, incurred in reviewing instruments and
other legal documents proposed to effect a Transfer of this Agreement, the Property, or the
Project, or part thereof, and in reviewing the qualifications and financial resources of a proposed
SuUCCessor, assignes, or transferee.

ARTICLE IX
SECURITY FINANCING AND RIGHTSOF MORTGAGEES

9.1 Mortgages and Deeds of Trust for Development. Mortgages and deeds of trust, or
any other reasonable security instrument are permitted to be placed upon the Property only for
the purpose of securing loans for the purpose of financing the acquisition of the Property, the
design and construction of the Improvements, and other expenditures reasonably necessary for
development of the Property pursuant to this Agreement. Developer shall not enter into any
conveyance for such financing that is not contemplated in the Financing Plan as it may be
updated with City approval, without the prior written approval of the City’s Authorized
Representative or his or her designee. Asused herein, the terms “mortgage” and “deed of trust”
shall mean any security instrument used in financing real estate acquisition, construction and
land development.

9.2  Subordination. The City agrees that City will not withhold consent to reasonable
requests for subordination of the Deed of Trust and Regulatory Agreement to deeds of trust
provided for the benefit of lenders providing financing for the Project that are identified in the
approved Financing Plan as it may be updated with City approval, provided that the instruments
effecting such subordination include reasonable protections to the City in the event of default,
including without limitation, extended notice and cure rights and the rights set forth in Section

9.6 below, and provided that such instruments address the matters described in Section 3.4(d) to
the extent applicable.

9.3  Holder Not Obligated to Construct. The holder of any mortgage or deed of trust
authorized by this Agreement shall not be obligated to complete construction of the
Improvements or to guarantee such completion. Nothing in this Agreement shall be deemed to
permit or authorize any such holder to devote the Property or any portion thereof to any uses, or
to construct any improvements thereon, other than those uses or improvements provided for or
authorized by this Agreement.

9.4  Notice of Default and Right to Cure. Whenever City delivers any notice of
default hereunder, City shall concurrently deliver a copy of such notice to each holder of record
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