AGENDA ITEM NO. Sj(l,

CITY OF GARDEN GROVE
INTER-DEPARTMENT MEMORANDUM
Garden Grove Housing Authority
To: Matthew Fertal From: Economic Development
Dept: Director

Subject: ASSIGNMENT, ASSUMPTION, Date: May 22, 2012
RELEASE, AND CONSENT
AGREEMENT BETWEEN DALE
APARTMENTS, LLC AND MAX & MIN
PROPERTIES, LLC FOR THE
AFFORDABLE HOUSING PROJECT
LOCATED AT 12632 DALE STREET
GARDEN GROVE.

OBJECTIVE

To consider an Assignment, Assumption, Release, and Consent Agreement
(Attachment) by and among the City. of Garden Grove, the Garden Grove Housing
Authority (“Housing Authority”), Dale Apartments, LLC (“Seller”) and Max & Min
Properties, LLC ("Buyer”) for the affordable housing project located at 12632 Dale
Street, Garden Grove.

BACKGROUND

On January 12, 2010, the Garden Grove Agency for Community Development
(Agency) and Dale Apartments, LLC, entered into an Affordable Housing Agreement
(AHA) for the Agency's purchase of low-income affordability covenants on six (6)
units in the twenty-five (25) unit apartment building located at 12632 Dale Street,
Garden Grove. Pursuant to the AHA, the units will be covenanted until the year
2065 and are secured by a $200,000 Deed of Trust that was recorded against the
title of the property. Pursuant to California State Assembly Bill x1 26, the Housing
Authority adopted a resolution electing to assume the former Garden Grove Agency
for Community Development’s affordable housing assets and functions on January
24, 2012, including the AHA and Deed of Trust. The assumption and transfer of
affordable housing assets and functions was confirmed by action of the Qversight
Board to the Successor Agency on March 28, 2012 by Resolution No. 2-12.

DISCUSSION

The Buyer and Seller are currently in escrow for the sale of the property and have
requested that the Housing Authority enter into an Assignment, Assumption,
Release, and Consent Agreement with the Buyer and Seller to transfer the AHA,
covenants, and the Deed of Trust to the Buyer. The Buyer’s experience owning and
operating multifamily rental buildings began in 2010 with the purchase a mixed-use
building in downtown Long Beach consisting of 16 housing units and 2 retai! units.
The Buyer's preferred property management company, which will operate the
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property after the close of escrow, is AMPAC Management, Inc., a company with
over 26 years of experience providing property management services. AMPAC
Management has managed government subsidized housing units since 1988,

FINANCIAL IMPACT

None.

RECOMMENDATION

Staff recommends that the Authority:

¢ Approve the Assignment, Assumption, Release, and Consent Agreement for
the affordable housing project with Dale Apartments, LLC and Max & Min
Properties, LLC for the property located at 12632 Dale Street, Garden Grove,
and any related documents on behalf of the Housing Authority, including any
minor modifications as appropriate.

7 S o

JIM DELLALONG
Administrative Officer

By: Kathleen McCall Angel
Economic Development Specialist

Attachment: Assignment, Assumption, Release and Consent Agreement

Recommended for Approval

I\ e Tt

Matthew Fertal
Diractor

so(h:chron KA/ Staff Report Dale Assignment v2.52212)



Attachment

RECORDING REQUESTED BY
AND WHEN RECORDED MAIL TO:

City of Garden Grove

11222 Acacia Parkway

Garden Grove, California 92642

Attn: Community Development Director

(Space above for Recorder's use)
{Exempt from Recording Fee Per Gov. Code § 27383)

ASSIGNMENT, ASSUMPTION, RELEASE, AND CONSENT AGREEMENT

This ASSIGNMENT, ASSUMPTION, RELEASE, AND CONSENT AGREEMENT
(“Assignment/Assumption Agreement”), is made as of , 2012, by and among the
CITY OF GARDEN GROVE, a California municipal corporation (“City”), the GARDEN
GROVE HOUSING AUTHORITY, a body corporate and politic (*Authority”), DALE
APARTMENTS, LLC, a California limited Hability company (“Seller”), and MAX & MIN
PROPERTIES, LLC, a California limited liability company (“Buyer™). All capitalized terms
not defined herein shall have the meanings established therefor under the AHA (defined below).

WITNESSETH

A. The City of Garden Grove Acting as Successor Agency to the Garden Grove
Agency for Community Development became the “Successor Agency” to the Garden Grove
Agency for Community Development, a dissolved community redevelopment agency and former
public body corporate and politic (“Agency”), pursuant to Assembly Bill x1 26 that adds
Parts 1.8 and 1.85 to Division 24 of the California Heaith & Safety Code commencing with
Section 34161, ef seq. (“Dissolution Act”™). Pursuant to Section 34176 of the Dissolution Act, on
January 24, 2012 the Authority adopted a resolution by which the Authority elected to assume
the housing assets and functions of the former Agency that occurred by operation of law on and
as of February 1, 2012 and pursuant to Section 34181 and such assumption and transfer was
confirmed by action of the Oversight Board to the Successor Agency on March 28, 2012 by
Resolution No. 2-12; thereby, the Authority became the legal owner and holder of the former
Agency’s housing assets, including without limitation those Dale Agreements (as defined below)
to which the former Agency was a party.

B. Seller is the owner in fee of approximately 38,629 square feet of real property in
the City of Garden Grove, generally located at 12632 Dale Street, Garden Grove, California,
Assessor’s Parcel Number 215-091-26, as more particularly described in the Legal Description
attached hereto as Exhibit ”A” and incorporated herein by reference (“Site™).

C. Seller has developed and currently operates an apartment complex on the Site
(“Project™) consisting of twenty-five (25) apartment units (each, a “Housing Unit™).
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D. The Project is subject to that certain Density Bonus Housing Agreement
(“City Agreement”) between Seller and the City dated as of January 12, 2010 and recorded
against the Site in the Official Records of Orange County, California on January 20, 2010 as
Instrument No. 2010-000028888. The City Agreement requires Seller to make available, restrict
. occupancy to, and rent’ six (6) of the Housing Units to Lower Income Households at an
Affordable Rent for a term of not less than thirty (30) years. A copy of the City Agreement is
attached hereto as Exhibit “B”.

E. Seller entered into that certain Affordable Housing Agreement, datéd as of
January 12, 2010, (“AHA™) with the former Agency. The AHA provided for (i) the extension of
a loan by the Agency to Seller, (ii) a requirement that the Selier restrict the use, operation, rental,
and occupancy of six (6) of the Housing Units at the Project to Lower Income Households .
paying an Affordable Rent throughout the Affordability Period, and (iii) other matters. A copy
of the AHA is attached hereto as Exhibit “C”.

F. Pursuant to the AHA and the documents and instruments referenced therem ihe
Seller executed a promissory note (“Note™) in the original principal amount of Two Hundred
Thousand Dollars ($200,000.00). A copy of the Note is attached hereto as Exhibit “D”.
The Note is secured by that certain Deed of Trust with Assignment of Rents (“Deed of Trust™)
recorded against the Site in the Official Records, County of Orange, State of California as
Instrument No. 2010-000292596 on June 22, 2010. A copy of the Deed of Trust is attached
hereto as Exhibit “E”.

G. The Site is subject to that certain Regulatory Agreement recorded against the Site
in the Official Records, County of Orange, State of California as Instrument
No. 2010-000292594 on June 22, 2010 (“Regulatory Agreement”™). A copy of the Regulatory
Agreement is attached hereto as Exhibit “F”.

H. Buyer is acquiring the Site from Seller and in connection with the now pending
and resulting transfer and sale of the Site to Buyer by Seller, Buyer has submitted to the
Authority true and complete documentation evidencing that Buyer meets certain criteria and will
otherwise be able to perform its obligations under and operate the Project in compliance with the
Dale Agreements (defined below, including rental of six (6) of the Housmg Units to
Lower Income Households at an Affordable Rent for the terms prescribed in the Dale
Agreements (defined below).

L. The City and Authority are willing to consent to the transfer by Seller to Buyer,
provided Buyer unconditionally and irrevocably assumes all of Seller’s obligations, liabilities,
rights, duties and obligations under the City Agreement, AHA, Note, Deed of Trust, and
Regulatory Agreement and related instruments (collectively, the “Dale Agreements”™) pursuant
and subject to the terms hereunder (and any other agreements as between Buyer and Seller so
Jong as this Assignment/Assumption Agreement prevails in the event of inconsistent provisions.

NOW THEREFORE, City, Authority, Buyer, and Seller agree as follows:

1. Recitals. The foregoing recitals are true and correct and are a substantive part of
this Assignment/Assumption Agreement.
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2. Assignment by Seller. As of the “Effective Date” (as that term is defined in
Section 8 below), Seller assigns, transfers, delivers, and sets over unto Buyer all of its rights,
title, interests, liabilities, duties, responsibilities, and obligations in and under the
Dale Agreements.

3. Assumption by Buyer. Buyer hereby accepts the assignment of all rights, ftitle,
interests, Habilities, duties, responsibilities, and obligations of the Seller in, under and to the
Dale Agreements effected hereby and, for itself and its successors and assigns and any person of
entity claiming by or through such person or entity, and for the benefit of the City, Authority,
and Seller, hereby knowingly, voluntarily, and for good and valuable consideration exchanged
hereby assumes, accepts, and agrees to perform all of the duties, obligations, and responsibilities
of the Seller under the Dale Agreements that arise from and after the Effective Date and
expressly agrees to be subject to all of the covenants, conditions and restrictions to which the
Seller under the Dale Agreements is subject, including, without limitation as “Developer” under
the City Agreement, AHA, and Regulatory Agreement, as “Trustor” under the Deed of Trust,
and as “Maker” under the Note. Buyer further reaffirms and restates all of the representations,
warranties, covenants and indemnities of Seller contained in the Dale Agreements with the same
force and effect as if each were separately stated herein and made as of the date hereof.

4. Consent by City and Authority. As of the Effective Date, City and Authority
consent to the transfer of the Site by Seller to Buyer, and such consent constitutes the consent
and/or prior written approval required by Section 25 of the City Agreement, Section 604 of the
AHA, and Section 9 of the Note. Such consent by City and Authority shall not constitute
consent to any further or subsequent sale, conveyance or transfer of the Site, or any part thereof,
or any interest therein, and in no manner whatsoever shall be intended or be construed that City
or Authority accepts or assumes any liabilities, responsibilities, duties or obligations of or as
between Seller and Buyer.

5. Buver’s and Seller’'s Obligation to Indemnify. Buyer and Seller shall save,
protect, pay for, defend, indemnify and hold harmless City, Authority, and Successor Agency
(including the former Agency) and all of their respective successors in interest, and their elected
and appointed officials, officers, employees, representatives, attorneys, and agents, from and
against any and all liabilities, suits, actions, claims, demands, penalties, damages (including,
without limitation, penalties, fines and monetary sanctions), personal injury, including death,
property damage, including real and personal property, losses, costs or expenses (including,
without limitation, consultants’ fees, investigation and laboratory fees, attorneys’ fees, expert
witness” fees, and remedial and response costs) (the foregoing are hereinafter collectively
referred to as “Liabilities”) which may now or in the future be incurred or suffered by City,
Authority, Successor Agency, or the former Agency and all of their respective successors in
interest, and their elected and appointed officials, officers, employees, representatives, attorneys,
and agents by reason of, resulting from, in connection with or arising in any manner whatsoever
as a direct or indirect result of action or inaction relating to (i) the presence on or under, or the
escape, seepage, leakage, spillage, discharge, emission or release from the Site of any Hazardous
Materials, (ii) the environmental condition of the Site, (iii) any Liabilities under any
Governmental Requirements relating to Hazardous Materials; (iv) the operation, management, or
maintenance of the Project (land and improvements) by Buyer or Seller or any condition of the
Site, or (v) any transaction or occurrence occurring on ot relating to the Site; provided, however,

3
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that the foregoing indemnity shall not apply to any Liabilities arising or occ;urririg as a proximate
result of the sole gross negligence or sole willful misconduct of City, Authority, or Successor
Agency.

6. - Successor Asency as Beneficiary. The Successor Agency and any successors are
hereby deemed to be third-party beneficiaries of this Assignment/Assumption Agreement.

7. Conditions Precedent. Before this Assignment/Assumption Agreement becomes
effective and any party becomes obligated under it, all of the following conditions shall have
been satisfied, at no cost to the City or Authority (or Successor Agency), and in a manner
acceptable to City and Authority in the exercise of their sole judgment:

A. Execution of this Assienment/Assumption Agreement. Buyer and Seller
shall have executed, with signatures notarized, and delivered to City and Authority this
Assignment/Assumption Agreement.

B. Deed of Conveyance. Seller and Buyer shall have caused the grant deed
effectuating the transfer of the Site from Seller to Buyer to have been duly executed, notarized
and recorded in the Official Records of the County of Orange.

C. Insurance. All insurance requirements set forth in the Dale Agreements
shall have been satisfied both as to the Seller for all times prior to the Effective Date and as to
the Buyer from and after the Effective Date. In this regard, all required insurance certificates,
endorsements, and evidence of required insurance coverages and additional insured conditions
shall be submitted to and approved by the City’s risk manager.

D. Title Endorsement. As required by City and Authority, Seller and Buyer
shall have caused the title company that issued the policy of title insurance insuring the priority,
validity and enforceability of the lien of the City Agreement, Deed of Trust and Regulatory
Agreement to issue in City’s favor a modified CLTA 111.4 endorsement (or an equivalent
endorsement) insuring that the transfer does not and will not affect the priority, validity or
enforceability of the lien of the City Agreement, Deed of Trust and Regulatory Agreement.

E. Iegal Fees. The amount of $10,000 has been deposited into the pending
escrow as between Seller and Buyer for the benefit of the City and Authority pursuant to a
separate letter agreement executed by Buyer and Seller in favor of the City and Authority.
Pursuant to the terms thereof, in the event, more than $10,000 in “Legal Fees” as defined therein
have been incurred by City and/or Authority (or Successor Agency) then Buyer (and/or Seller)
shall have deposited such additional sum into the escrow for disbursement to the City and
Authority upon demand to escrow agent.

8. Effective Date. The date on which all of the conditions set forth in this Section 8
have been satisfied in the manner described above shall be referred to as the “Effective Date.”

9. Legal Effect. Except as modified by this Assignment/Assumption Agreement, the

Dale Agreements are unchanged and, as so modified, the Dale Agreements shall remain in full
force and effect and are hereby ratified and reaffirmed by Buyer and Seller.
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10. Obligations Joint and Several. If Buyer is comprised of more than one individual
or entily, then the obligations of each such individual or entity under this
Assignment/Assumption Agreement and under the Dale Agreements shall be joint and several.

11.  Successors and Assigns. This Assignment/Assumption Agreement shall be
binding upon and inure to the benefit of City, Authority, Successor Agency, Seller, and Buyer as
well as their respective heirs, executors, administrators, successors and assigns. :

12, Construction and Governing Jurisdiction.  This Assignment/Assumption
Agreement shall be governed by and construed in accordance with the internal laws of the State
of California. This Assignment/Assumption Agreement is the result of negotiations between
Buyer, Seller, City and Authority and shall not be construed against any party hereto because
that party was responsible for the drafting or preparation of this Assignment/Assumption
Agreement.

13.  Counterparts. This Assignment/Assumption Agreement may be executed n
three (3) or more counterparts, each of which shall be deemed an original but all of which
together shall constitute but one and the same document.

14.  Further Assurances. Buyer and Seller hereby agree to execute and deliver such
other documents, instruments and certificates as may reasonably be required in order to
evidence, perfect or confirm the assignment and assumption of the Dale Agreements which are
being effected hereby.

15.  Attorneys' Fees. If any lawsuit, arbitration or other proceeding is brought to
interpret or enforce the terms of this Assignment/Assumption Agreement, the prevailing party
shall be entitled to recover the reasonable fees and costs of its attorneys in such proceeding.
Buyer shall compensate the City and Authority for any attorney’s fees incurred by them for
services relating to (i) the preparation of this Assignment/Assumption Agreement or (if)
performance of any other necessary and proper acts taken to effect the assignment of the Dale
Agreements contemplated in this Assignment/Assumption Agreement.

16.  Entire Agreement. This Assignment/Assumption Agreement contains the entire
agreement among City, Authority, Seller and Buyer with respect to the subject matter hereof and
supersedes all prior agreements, understandings, offers and negotiations, oral or written, with
respect thereto.

[Signatures on next page]
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APPROVED AS T( FORM:

Special Counsel to the Authority

DOCSOCY I S5B405vA200392-0619

[Signature blocks continwe from previous
paget

*Asuthority”

GARDEN GROVE HOUSING AUTHORITY,
a body corporate and politic

By:
Name:
Title :

“Buyer™
MAX & MIN _PROP S, LLC,

a Califomnia limited Bty &
o

By i
Name: Pen
Title : Chs

“Seller”

BALE APARTMENTS, LLC, a California

limnited lia’t@p&n}f \
By \ \

‘Name: _Blooin L2 \

Title : _ paniien 1




STATE OF CALIFORNIA
sS.
COUNTY OF ORANGE

On before me, , Notary
Public, personally appeared ' ;

(here insert name and titie of officer) )
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.

[ 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 OF NOTARY PUBLIC

(SEAL)

STATE OF CALIFORNIA
SS.

COUNTY OF ORANGE

On before me, , Notary
Public, personally appeared ,

(here insert name and fitle of officer)
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 OF NOTARY PUBLIC

(SEAL)
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STATE OF CALIFORNIA )
) ss.
COUNTY OF ORANGE )
On ' before me, - , Notary

Public, personally appeared )

{(here insert name and title of officer)
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 OF NOTARY PUBLIC

(SEAL)

STATE OF CALIFORNIA
' 88.

COUNTY OF ORANGE

On before me, , Notary

Public, personally appeared _ ' ,
{here insert name and title of officer)

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 nstrument
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 OF NOTARY PUBLIC

(SEAL)
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STATE OF CALIFORNIA
S8,

COUNTY OF ORANGE

R e

On before me, . Notary
Public, personally appeared _ ,

(here insert name and title of officer)
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.

[ 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 OF NOTARY PUBLIC

(SEAL)

STATE OF CALIFORNIA
SS.

N Nt S

COUNTY OF ORANGE

On before me, : _ , Notary
Public, personally appeared . ,

(here insert name and title of officer}
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 mstrument.

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 OF NOTARY PUBLIC

(SEAL)

DOCSOC/1558495v4/200392-0019



EXHIBIT “A”
LEGAL DESCRIPTION

That certain real property located in the City of Garden Grove, County of Orangé, State
of California, described as follows:

THE WEST HALF OF THE SOUTHWEST QUARTER OF THE NORTHWEST
QUARTER OF THE SOUTHEAST QUARTER OF SECTION 36, TOWNSHIP 4 SOUTH,
RANGE 11 WEST, SAN BERNARDINO BASE & MERIDIAN. | '

EXCEPT THE SOUTH 531.56 FEET THEREOF.

ALSO EXCEPT THE WEST 20 FEET LYING IN DALE STREET AS NOW
ESTABLISHED.

Assessor’s Parcel No. 215-091-26

A-1
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EXHIBIT “B”

DENSITY BONUS HOUSING AGREEMENT

B-1
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RECORDING REQUESTED BY AND ' Recorded in Official Records, Orange County . ;
WHEN RECORDED RETURN TO: y, Clerk-Recorder

’ It!lll IIHII lllﬂif!!lﬁll! R NO FEE {
City of Garden Grove + 2010000028888 3:20 pm 01/20/10
11222 Acacia Parkway '82413A12 20
Ga;‘de\n Gr‘eve’ Cahf{)mia 92840 0.00 0.09 0.00 0.00 57.00 0.00 0.00 0.00
Attention: City C]erk

This document is exeript from payment of a recording fe
pursuant 1o Government Code Sections 6103 and 27383,

DENSITY BONUS HOUSING AGREEMENT
{Dale Apartments, LL.C) '

- This DENSITY BONUS HOUSING AGREEMENT (Dale Apartments, LLC) \}( '
{(“Agreement”), dated for identification purposes only as of JMQ:QUL 2008 (“Date of /W
Agreement”), is entered into by and between the CITY OF GARDE GROVE{ a California - g/
mugicipal corporation (“City”), and DALE APARTMENTS, LLC, a Califomia limited lability ﬂ
cormpany (“Developer™). : r

RECITALS

A, Developer is the owner of approximately 38,629 square feet of real property in the
City, generally located at 12632 Dale Street, Garden Grove, California, Assessor's Parcet
Number 215-091-26, as more particularly described in the Legal Description attached ‘hereto as
Exhibit A and incorporated herein (“Site™),

B. Developer submitted an application to City for approval of a site plan to construct a
twenty-five (25} unit apartment complex on the Site {“Project™).

C. ° Developer and City entered into that certain Development Agreement—Alwin Lee—
Sife Plan No. SP-384-05, dated as of January 24, 2006 and recorded in the Official Records of
Orange County, California on March 3, 2006 as Instrument No. 2006000144434 with respect to
Developer’s development of the Project on the Site (“Development Agreement').

D. In response to Developer’s Site Plan application, by Resolution No. 5522, City issued
a discretionary permit for the Project, subject to certain “Conditions of Approval” which were
accepted by Developer, as evidenced by Developer’s execution of a “Notice of Agreement with
Conditions of Approval and Discretionary Permit Approval” and recordation of such notice in the
Official Records of Orange County on November 12, 2008 as Instrument No. 2008000528546,

E.  The Development Agreément and Conditions of Approval provide a density bonus
and other concessions and incentives to the Project pursuant to California Government Cdde
Section 65915, et sey., and Garden Grove Municipal Code Section 9.12.30.070 {collectively,
“Density Bonus Law™), in exchange for Developer’s agreement to restrict six (6) of the twenty-five
(25) Housing Units at the Site to rental to and occupancy by Lower Income Households at an
Affordable Rent (as those terms are defined below).

py
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F. In connection with thé density bonus granted to the Project, the Conditions of
Approval require Developer to enter into this Agreement with City to implement Developer’s
affordable housing obligations at the Project, This Agreement must be executed and recorded against
the Btte in the Official Records of Orange County, California prior to City’s issuance of building
permitts for the Project.

G. Concurrently herewith, Developer is entering into an Affordable Housing Agreement
with the Garden Grove Agency for Community Development (“Agency”) pursuant to which Agency
has agreed to make a loan of Two Hundred Thousand Dollars ($200,600) to Developer in exchange
for Developer’s conveyance to Agency of certain covenants restricting rental of and ocoupancy {0 §ix
(6} of the Housing Units at the Project to Lower Income Households at an Affordable Rent for a term
of not fewer than fifty-five (55) years.

H. Developer and City desirs to enter into this Agreement to provide for Developer's
rental of six (6) of the Housing Units at the Site to Lower Income Households at an Affordable Rent,
as required by the Density Bonus Law, the Conditions of Approval, and the Development -
Agreement, in accordance with the terms, conditions, and resirictions set forth below in this
Agreement.

i This Agreement shall be recorded, prior to the issuance of building permits for the
Project, in the Official Records of Orange County, California, as senior, non-subordinate covenants
and as an encumbrance running with the land for the full Term (defined below) of this Agreement,
In no event shall this Agreement be made junior or subordinate to any deed of trust or other
documents providing financing for the construction or operation of the Project, or any other lien or
" encumbrance whatsoever for the entire Term of this Agreement. Nor shall this Agreement be made
jumior or subordinate 1o any extension, amendment, or modification of any lien er encumbrance
recorded against the Site prior to the date hersof,

I The foregoing Recitals are true and correct and constitute a substantive part of this
Agreement, )

NOW, THEREFORE, in consideration of the mutual promises and covenants contained
herein, the City and Developer agree as follows;

Section 1.  Definitions,

(i) Affordable Rent. Affordable Rent means an affordable rent for Lower
Income Households, as defined in California Health and Safety Code Section 50053, Fer Lower
Income Households whose gross incomes exceed the maximum income for very low income
households (as defined in Health and Safety Code Section 50105), Affordable Rent means the
product of thirty (30) percent times sixty (60} percent of the Area Median Income for Orange County
adjusted for family size appropriate for the unit, All of the Housing Units shall be two (2) bedroom
units; thus, solely for purposes of caleulating Affordable Rent pursuant to this Agreement, a “family
size appropriate to the unit” shall be three persons.

For purposes of this Agreement, “Affordable Rent” means the total of monthly payments for
{a) use and occupancy of each Affordable Unit and land and facilities associated therewith, {b) any
separately charged fees or service charges assessed by Developer which are required of all tenants,
other than security deposits, (c) a reasonable allowance for an adequate level of service of utilities
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not included In (a) or (b) above, including garbage co]}ect.ion, sewer, waier, electricity, gas and other
heating, cooking and refrigesation fuels, but not including telephone service, and (d) possessory
interest, taxes or other fees or charges assessed for vse of the land and facilities associated therewith
by a public or private entity other than Developer. In the event that all utility charges are paid by the
landlord rather than the tenant, no utility allowance shall be deducted from the rent,

(ii)  Affordable Units. Affordable Units means the six (6) Housing Units at the
Project which are required fo be made available for, rented to, and occupied by Lower Income
Households paying an Affordable Rent, as set forth in more detail below,

(iti). Agency.. Agency ‘means the Garden Grove Agency for Community
Development, a public body, corporaie and politic, and a redevelopment agency duly formed,
existing, and exercising powers pursuant to the California Community Redevelopment Law, Health
and Safety Code Section 33000, ef seg.

(iv)  Apreement. Agreement means this Density Bonus Heusing Agreement (Dale
Apartments, LLC) between City and Developer.

{v) Area Median Incorne. Area Median Income means the median income ag
determined and published annuaily for each county in California by HCD. ‘

(vi) City. City means the City of Garden Grove, a California municipa§ '
corporation. ‘

(vii) Conditions of Approval. Conditions of Approval means the conditions
imposed by the City in connection with the approval of Developer’s Site Plan No, SP-384-05, as
referenced in that certain “Notice of Agreement with Conditions of Approval and Discretionary
Permit Approval” recorded in the Official Records of Orange County on November 12, 2008 ag
Instrument No. 2008000528966.

(viily Date of Apreement, Date of Agreement means the date set forth m the first
paragraph of this Agreement,

(i)  Density Bonus Law. Density Bonpus Law means California Government
Code Section 65915, ef seq., and Garden Grove Municipal Code Section 9.12.30.070.

{x) Developer. Developer means Dale Apartments, LLC, a California Hmited
Hability company.

(xit)  Development Agreement, Deve]opment Agreement means that certain
Developmem‘ Apgreement—Alwin Lee—Site Plan No. SP-384-05, by and between Developer and
City, dated as of January 24, 2006 and recorded in the Official Records of Orange County, California
on March 3, 2006 as Ins!:rument No. 2006000144434,

{xii} Housmg Units. Housing Unifs means each of the twenty-five (25) apartment
units {0 be comstructed by Developer at the Site. Each of the Housing Units shall have two (2)
bedrooms and two (2} bathrooms. Each of the Housing Units shall be the same size (approximately
960 square fest).
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(xiify Lower Income Household. Lower Incomé Household has the meaning set
forth in California Health and Safety Code Section 50079.5.

{xiv) DProject. Project means the apartment complex to be constructed by
Developer on the Site, which shall consist of twenty five (25) Housing Units in a single three (3)
story residential structure, referred 1o as the “Dale Apartments,” all in accordance with Site Plan
No. SP-384-05, the Development Agreement, the Conditions of Approval, and this Agreement.

(xv)}  Schedule of Performance. Schedule of Performance means the Schedule of
Performance attached hereto as Exhibit B and incorporated hetein.

{xvi) Site. Site means that certain approximately 38,629 square feet of real
property in the City, generally located al 12632 Dale Street, Garden Grove, California, Assessor’s
Parcel Number 215-091-26, as more particularly described in the Legal Descnp‘cmﬁ attached hereto
as Exhibit A and incorporated herein,

(xvil) Term. Term means the term of effectiveness of this Agreement, which shall
continue for thirty (30) years from the date the final certificate of occupancy is issued for the Project.

Section 2.  Density Bonus and Development Concessions and Incentives, As set forth
in the Conditions of Approval, the Development Agreement, and the Density Bonus Law, Developer
petitioned for and was granted the following concessions and incentives as part of the approval of
Developer’s Site Plan No. SP-384-05 for the Project:

i) Density Bonus. (arden Grove Municipal Code Section 9.16.070 permits a
maximum density of eighteen (18) residential units on property within the Multi-Family Residential
(R-3) Zone of between 37,800 square feet and 39,599 square feet, such as the Site. The Density
Bonus Law, the Development Agreement, and the Conditions of Approval permit Developer to
develop the Site with an additional density of thirty five percent (35%), for a total of twentywﬁve (25)
~ Housing Units.

{i1) Front (west) Setback. Garden Grove Municipal Code Sectjon 9.16.050
requires a minimum front setback of twenty (20) feet. The Conditions of Approval permit Developer
to develop the Site with a fifteen (15) foot front setback,

(iii)  Building Separation. Garden Grove Municipal Code Section 9.16.070
requires the residential structure constructed at the Site to be separated from the vehicular access way
by a minimum of ten {10} feet (including upper stories). The Conditions of Apptoval permit
Developer to construct the Project with second and third story cantilevers over the drive aisle,
leaving only seven (7) feet between those upper portions of the structure and the drive aisle.

(iv)  Parking Garéen Grove Municipal Code Section $.16.250 requires a
minimum of 2.5 parking spaces per dwelling unit o be provided in connection with multifamily
residential developments similar to the Project. Developer has agreed to construct fifty-two (52)
parking spaces at the Project, which equals two (2} spaces for each Housing Unit, plus two (2) visitor
spaces, in compliance with the Density Bonus Law and the Conditions of Approval.

Section 3. No Further Incentives or Waivers. Developer acknowledges and agrees that
the waivers and incentives set forth in Section 2 above fully satisfy any duty City may have under the
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Garden Grove Municipal Code, the Density Borius Law, or any other law or regulation applicable to
the Project, io provide any development incentive or to waive any building, zoning, or other
requirement. By this Agreement, Developer releases any and all claims Developer may have against
City in any way relating to or arising from City’s obligation to walve requirements of or provide
development incentives pursuant to any state, federal, or local law, rule, or regulation applicable to
the Project.

Section 4. Affordable Units. Developer hereby agrees to make available, restrict
occupancy to, and rent six (6} of the Housing Units at the Project to Lower Income Households at an
Affordable Rent. The six {6) Affordable Units shall be “foating” units that are not permanently
designated; however, at no time shall al} six (6) Affordable Units be congregated to a cerfain section
of the Project, ' '

~(a) A tenmant who qualifies as a Lower Income Household at the time he
or she first ocoupies an Affordable Unit shall be deemed to continue to be so qualified until such time
as a recertification of such individual’s or household’s income in accordance with Section 14 below
demonstrates ‘that such individual or household no longer qualifies as a Lower Income Household,
‘Moreover, a unit previously cccupied by a Lower Income Household and then vacated shall be
-considered occupied by such Lower Income Househeld until reoccupied, other than for a temporary
period, at which time the character of the unit shall be re-determined.- In no event shall such
temporary petiod exceed thirty-one (31) days.

{b) At such time as & tenant occupying an Affordable Unit ceases to
qualify as a Lower Income Household, the unit occupied by such tenant shali cease o be an
Affordable Unit. Developer shall replace each such Affordable Unit by designating the nexi
available unit and any necessary units thereafter as an Affordable Unit. For purposes of this
Agreement, such designated uhit will be considered an Affordable Unit if it is held vacant and
available for occupancy by a Lower Income Household and, upon occupancy, the income eligibility
of the tenant as a Lower Income Household is verified and the tenant pays an Affordable Rent.

{c) In the event a tenant houschold occupying an Affordable Unit initially
gualifies as a Lower Income Household but the income of such household increases, such increase
shall not be deemed to result in a violation of the restrictions of this Agreement conceming
limitations upon income of occupants, provided that the eccupancy by such household is for a
reasonable time of not to exceed one year {measured from the,time the income of the household .
ceases to qualify as a Lower Income Houschold), at which time the Housing Unit shall cease to be an
Affordabie Unit and the provisions of the immediately preceding pavagiaph shall apply.

Section 5. Use of the Stte. All uses conducted on the Site, including, without Hmitation,
all activities underiaken by the Developer pursuant to ihis Agreement and the Development
Agreement, shall conform to all applicable provisions of the Garden Grove Municipal Code and
other applicable federal, state, and local Jaws, rules, and regulations. The Project shall at all times
during the {erm of this Agreement be used as an apartment complex and none of the Housing Units in
the Project shall at any time be utilized on a trémjsient basts, nor shall the Site or any portion thereof
ever be used as a hotel, motel, dormitory, fraternity or sorority house, rooming house, hospital,
nursing home, sanitarium or rest home, or be converted to condominium ownership. Al of the
comumunity facilities and any social programs provided to the Project’s residents shall be available at
all times on an equal, non-discriminatory basis to residents of all Housing Units at the Project,
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Section 6.  Duration of Affordability Requirements. The six {6) Affordable Units shall
be subject to the requirements of this Agreement throughout the entire Term of this Agreement.

Section 7.  Schedule of Performance. The Affordable Units shall be constructed and
compieted concurrently with the non-restricted Housing Units in the Project. Construction of the
Project shall be completed m accerdance with the Schedule of Performance attached hereto as
Exhibit B and incorporated herein. '

Section 8. Oceupancy Limits, "The maximum occupancy for each of the Housing Units
.shall not exceed five (5) persons per Housing Unit, constituling twe persons per bedroom, plus one,
as.set forth in the Conditions of Approval.

Section 9. Maintenance. Developer shall maintain or cause to be maintained the interior
and exterior of the Project and the Sile in a decent, safe and sanitary manner, and in accordance with
the standard of maintenance of first class multifamily rental apartment complexes within Crange
County. If at any time Developer fails to maintain the Project or the Site in accordance with this
Agreement and such condition is not corrected within five days afier written notice from City with
respect to graffiti, debris, and waste maierial, or thirty days afler writien notice from City with
respect to general maintenance, landscaping and building improvements, then City, in addition to
whatever remedy it may have at law or at equity, shall have the right 1o enter upon the applicable
portion of the Project or the Site and perform all acts and work necessary to protect, maintain, and
preserve the Project and the Site, and to attach a Jien upon the Site, or to assess the Site, in the
amount of the expendifures arising from such acts and work of protection, maintenance, and -
preservation by City and/or costs of such cure, including a reasonable administrative charge, which
amount shall be promptly paid by Developer to City upon demand.

. Section 10, Marketing Program. Each Affordable Unit shall be Jeased to Lower Income
Households selected by Developer who meet all of the requirements provided herein, Within the
time set forth in the Schedule of Performance, Developer shall prepare and obtain City's approval,
which approval shali not be unreasonably withheld, of.a marketing program for the leasing of the
Housing Units af the Project (“Marketing Program™). The leasing of the Housing Units shall
thereafier be marketed in accordance with the Marketing Program as the same may be amended from
time to titne with City’s prior written approval, which approval shall not unreasonably be withheld.

Developer shall provide City with periodic reports with respect to the leasing of the Housing Units in
accordance with Secnom 14 and 15.

Section 11. Management Plan, Within the time set forth in the Schedule of Performance,
Developer shall submit for the reasonable approval of City a “Management Plan” which sets forth in
detail Developer’s property management duties, a tenant selection process in accordance with this
Agreement, a security system and crime prevention program, the procedures for the collection of
rent, the procedures for eviction of tenants, the rules and regulations of the Site and manner of
enforcement, a standard lease form, an operating budget, the identity of the professional property-
management company 10 be confracted with to provide property management services at the Site
(“Property Manager”), and other matters relevant to the management of the Site. The Management
Plan shall require Developer to adhere to a fair lease and grievance procedure., The management of
the Site shall be in compliance with the Management Plan as approved by City.

=~ If City determines that the performance of the Property Manager is deficient based upon the
standards set forth in the approved Management Plan and in this Agreement, City shall provide
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notice fo Developer of such deficiencies and Developer shall use its best efforts to correct such
deficiencies. In the event that such deficiencies have not been cured within the time set forth in
Section 19 hereof, City shall have the right to require Developer to immediately remove and replace
the Property Manager with another property manager or property management company which is
reasonably acoeptable to the City Manager, which is not related to or affiliated with Developer, and
which has not less than five (5) years experience in properfy management, including significant
experience managing housing facilities of the size, quality and scope of the Project.

Section 12. Selection of Tenants. Developer shall be responsible for the selection of
tenants for the Housing Units in compliance with lawful and reasonable oriteria and the requirements
of this Agreement. A reasonabie preference in the leasing of the Housing Units shall be given as
foltlows:

(i First, to prospective temants who have been displaced by Agency’s
redevelopment activities in the implementation of the Agency’s Redevelopment Plan, to the extent
authorized by.applicable federal, state or local laws or regulations;

(i)  Second, 1o prospective tenants on the Garden Grove Housing Authority’s
Section 8 Housing Vouchers waiting list and Affordable Housing waiting list; and

(i  Third, to prospective tenants that live or work in the City.

Prior fo the rental or lease of an Affordable Unit to a tenant, Developer shall require the -
tenant to exectte a written lease and to complete a Tenant Income Verification Form (in substantially
the form attached hereto as Exhibit C) certifying that the tenant(s) occupying the Affordable Unit
is/are a Lower Income Household and otherwise meet(s) the eligibility requirements established for
the Affordable Unit. Developer shall verify the income of the tenant(s) as set forth in Section 14
below. '

Section 13. Provisions regarding Section 8 Vouchers, Developer shall accept as fenants
on the same basis as all other prospective tenants, persons who are recipients of federal certificates
for rent subsidies pursuant to the existing program under Section 8 of the United States Housing Act
of 1937, or its successor; provided, Developer shall not rent one of the Affordable Units to a tenant
holding a Section 8 certificate unless none of the Housing Units not restricted 1o occupancy by
Lower Income Households pursuant to this Agreement are available, If the only available Housing
Unit is an Affordable Unit, Developer shall no longer designate the Apartment Unit rented o a tenant
holding a Section 8 certificate as'an Affordable Unit, shall designate the next-available Housing Unit
as an Affordable Unit, and shall make available, restrict occupancy to, and rent such newly
designated Affordable Unit to a Lower Income Household at an Affordable Rent pursuant to this
Agreement, such that at all times reasonably possible six (6) of the Housing Units at the Project shall
be Affordeble Units not occupied by tenants holding Section 8 certificates. If and to the extent the
foregoing restrictions conflict with the provisions of Section § of the United States Housing Act of
1937 or any rules or regulations promulgated thereunder, the provisions of Section 8 of the United
States Housing Act of 1937 and all implementing rules and regulations thereto shall control
Developer shall not apply selection criteria fo Section 8 certificate holders which are more
burdensome than criteria applied fo any other prospective tenants.

Section 14, Income Verification and Certification. Following the initial lease-up of the
Apartment Complex, and annually thereafter throughout the Term of this Agreement, Developer
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shall submit to City, at Developer’s expense, a summary of the income, household size and rent
payabie by each of the tepants of the Affordable Units, At City’s request, Developer shall provide to
City completed income computation and certification forms, in substantially the form of the Tenant
Income Verification Form attached hereto as Exhibit C and incorporated herein or such other form as
may reasonably be requested by City, for any Lower Income Households renting the Affordable
Units at the Project. Developer shall obtain, or shall cause to be obtained by the Property Manager, a
certification from each houschold leasing an Affordable Unit demonstrating that such household
meets the applicable income requirements and ehigibility requirements established for a Lower
Iicome Household renting such Affordable Unit. Developer shall verify, or shall cause the Property
Manager to verify, the income certification of the Lower Incoms Household.

Section 15. Monitoring and Recordkeeping. Throughout the Term of this Agreement,
Developer shall comply with all applicable recordkesping and monitoring requirements set forth in
California Heath and Safety Code Section 33418 and shall annually complete and submit to City a .
Certification of Continuing Program Compliance in the form provided by City. Representatives of
City shall be entitled to enter the Site, upon at least thirty-six (36) hours notice, to monitor
compliance with this Agreement, and shall be entitled to inspect the records of the Project and to
conduct an independent audit or inspection of such records at & location within the City that is
reasonably acceptable to the City Manager. Developer agrees o cooperate with City in making the
Site and the records of the Project available for such inspection or audit. Developer agrees to
maintain records for the Project.in a businesslike manner, and to maintain such records throughout
the Term of this Agreement.

Section 16. Indemmity. Developer shall, at its expense, defend (with counsel acceptable to
City), indemnify, and held harmless Agency, City, and their officers, agents, employees and
representatives from any and all losses, Habilities, claims, lawsuits, causes of action, judgments,
sefflements, court costs, aftorneys’ fees, expert witness fees, and other legal expenses, costs of
evidence of title, costs of evidence of vatue, and other damages of whatsoever nature arising out of or
in connection with, or relating in any manner to this Agreement, Developer’s ownership or operation
of the Site, or the development of the Project, except that arising from the gross negligence or willful -
misconduct of City,

Section 17. Agreement to be Recorded; Priority. This Agreement shall be recorded,
prior to the issuance of building permits for the Project, in the Official Records of Orange County,
California, as senior, non-subordinate covenants and as an encumbrance running with the land for the
fuli Term of this Agreement. In no event shall this Agreement be made junior or subordinate fo any
deed of trust or other documents providing financing for the construction or operation of the Project,
or any other lien or encumbrance whatsoever for the entire Term of this Agreement. Nor shall this
Agreement bé made junior or subordinate to any extension, amendment, or modification of any len
or encumbrance recorded against the Site prior to the date hereof.

Section 18. Mortgage Protection. No breach or default under this Agreement shall defeat,
terminate, extinguish, render invalid or otherwise affect the lien of any junior mortgage or deed of
trust encumbering the Site, the Project, or any part thereof or interest therein.

Section 19. Default. An event of default occurs under this Agreement when: (a) there is a
breach of any condition, covenant or promise set forth herein; (b) written notice thereof has been
given to the defanlting party, and (¢) such breach has not been cured within thirty (30) days after
such notice was given to the defaulting party or, if such breach cannot reasonably be cured within
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such thirty (30) day period, the defatlting party fails to commence to cure the breach and/or fails
thereafter to diligently proceed to compléte such cure. A walver by either party of any such breach
shall nof be construed as a waiver of any succeeding breach of the same or other condition, covenant
of promise.

Section 20. Remedies. The occurrence of an event of default hereunder shalt give the non-
defaulting party the right fo proceed with any and al] remedies available at law or equity. Such
remedies may include an action for damages, an action or: proceeding for specific performance,
and/or an action or proceeding for injunctive relief. Such actions or proceedings may require the
defaulting party to pay damages, to perform its obligations and covenants under this Agreement, and
to enjoin or cease and desist from acts which may be unlawful or in violation of the provisions of this
Agreement.

Section 21, Time of Essence. Time is expressly made of the essence with respect to the
performance by City and Developer of each and every obligation and condition of this Agreement.

Section 22. Attorneys’ Fees. In addition to any other remedies provided hercunder or
available pursuant to law, if either party brings an action or proceeding to enforce, protect or
establish any.right or remedy hereunder or under any of the documents executed in connection
herewith, the prevailing party shall be entitled fo recover from the other party its costs of suig,
including without limitation expert witness fees and reasonable attorneys’ fees.

Section 23. Third Party Beneficiaries. Agency and its successors and assigns shall be
intended third party beneficiaries of this Agreement. Agency shall have full right and ability (but no
obligation) 1o enforce each and every covenant and restriction in this Agreemem No other person(s)
or entity{ies) shall have any right of action hereunder.

Section 24. Cify Approvals and Actions. City shall maintain authority of this Agreement
and the authority to implement this Apreement through City Manager {or his duly authorized
representative).  City Manager (or his designee) shall have the authority to make approvals, issue
interpretations, waive provisions, make and execute further agreements and/or enter into amendments
of this Agresment on behalf of City so long as such actions do not materially or substantizlly change
- the uses or development permitied on the Site, or materially or substantially add to the costs incurred
or to be incurred by City as specified herein, and such interprelations, waivers and/or amendments
may include extensions of time to perform. All other material and/or substantive interpretations,
waivers, or amendments shall require the consideration, action and written consent of the City.

Section 25. Successor and Assigns.  This Agreement shall run Wﬁh the land, and all of the
terms, conditions, restrictions, and covenants contained in this Agreement shall be binding upon
Developer, City, their permifted successors and assigns, and all successors in interest to afl or any
portion of the Site or the Project. Whenever the terms “Developer” or “City” are used in this
Agreement, such terms shall include any other successors and assigns as herein provided. Not later
than thirty (30} days prior to 2 fransfer of any interest in the Site or the Project or any interest in
Developer, Developer shall provide writien notice to the City of such proposed transfer.

Section 26. Notices. Any approval, disapproval, demand, document or other notice which
either party may desire to give fo the other party under this Agreement must be in writing and may be
given either by (i) personal service, (if) delivery by reputable document delivery service such as
Federal Express that provides a receipt showing date and time of delivery, or {iii) mailing in the
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United States mail, certified mail, postage prepaid, return receipt requesied, addressed to the address
of the party as set forth below, or at any other address as that party may later designate by notice:

Ifto the City: City of Garden Grove
11222 Acacia Parkway
Garden Grove, CA. 92840 ,
Attention: Community Development Director

Ifto the Developer:  Dale Apartments, LLC
16509 Brookhurst Street, Suite A
Fountain Valley, CA 92708
Attention: Alwin Lee [Please confirm]

Section 27. Amendment. Any alteration, change or modification of or fo this Agreement,
in order 1o become effective, shall be made in writing and in each instance signed on behalf of each
party. Bach alteration, change, or modification to this Agreement shall be recorded against the Site
in the Official Records of Orange County, California.

Section 28, Legal Advice. Each party represents and warrants to the other the following:
they have carefully read ihis Agreement, and in signing this Agreement, they do so with full
knowledge of any right which they may have; they have received independent legal advice from their
respective legal counsel as to the matters set forth in this Agreement, or have knowingly chosen not
1o consul{ lega} counse] as fo the matters set forth in this Agreement, and they have freely signed this
Agreement without any relfance upon any agreement, promise, statement or representation by or on
behalf of the other party, or their respective agents, employees or attorneys, except as specifically set
forth in this Agreement, and without duress or coercion, whether economic or otherwise.

Section 29. Severability. If any term, provision, condition or covenant of this Agresment
or its application to any party or circumstances shall be held, to any extent, invalid or unenforceable,
the remainder of this Agreement, or the application of the term, provision, condition or covenant to
persons or circumstances other than those as to whom or which it is held invalid or unenforceable,
shall not be affected, and shall be valid and enforceable to the fullest extent permitied by law.

Section 30. Exhibits. This Agreement includes the following exhibits, each of which is
attached hereto and incorporated herein by this reference:

Q)] Exhibit A: Legal Description of Site
{ii) Exhibit B: Schedule of Performance
(iif)  ExhibitC: Tenant Income Verification Form

[Signatures appear on following page.]}
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IN WITNESS WHEREOF, City and Developer have executed this Density Bonus Housing
Agreement {Dale Apartments, LLC) as of the date first set forth above.

DEVELOPER:

./ DALE APARTMENTS, LLC,
a Californig limited liability company

~ Alwin DeliYManager

CITY OF GARDEN GROVE,
a Ca ifornia munmpal corppration

Matt}{cw F%rtal , City Man gcr

@,-;:
Arﬁiiovﬂu AS TO FORM:

T ST

Tom Nixon, City Attorney

11
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who proved to me on the basis of salisfactory evidence to
ba the person{gf whose name(s¥isfaze subscribed to the
within instrument and acknowiedget to me that
he/ehaihey executed the same in his/hestheir authorized
capaciy(ies), and that by his/hestheir signatureds) on the
instrument the persen{gl; or the entity upon behall of
which the person(s¥ acted, executed the insirument.

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

WITNESS my hand and official seal. N
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EXHIBIT A -

LEGAL DESCRIPTION OF SITE

That certain real property located in the City of Garden Grove, County of Orange, State of
California, described as follows: ‘ _

THE WEST HALF OF THE SOUTHWEST QUARTER OF THE NORTHWEST
QUARTER OF THE SOUTHEAST QUARTER OF SECTION 36, TOWNSHIP 4 SOUTH, RANGE
11 WEST, SAN BERNARDINO BASE & MERIDIAN.

EXCEPT THE SOUTH 531.56 FEET TREREOF.

ALSC EXCEPT THE WEST 20 FEET LYING IN DALE STREET AS NOW
ESTABLISHED, ‘ ‘

Assessor’s Parcel No. 21 5~09.1 -26

EXHIBIT A-1
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EXHIBIT B

SCHEDULE OF PERFORMANCE

Action Item

Approval and Execution of Agreement. City shall
approve and execute the Agresment.

Record Agreement.
Agreement to be recorded against the Site.

Comstruction Drawings.  Developer shall submit
construction drawings for the Project to City for plan
check. ‘

Revision to Construction Drawings. Developer shall
revise~and resubmit construction drawings to address
reasons for conditional approval or disapproval by City.

Building Permits. Developer shall obtain all required
building permits for the Project.

Management Plan and Marketing Program.
- Developer shall submit its proposed Management Plan
sand Marketing Program to City for review and
approval.

Approval of Management Plan and Markefing
FProgram. City shall review and approve, conditionally
approve, or disapprove Developer’s proposed
Management Plan and Marketing Program.

Revision to Manzgement Plan and Marketing
Program. Developer shall revise the Management Plan
and/or Marketing Program to address reasous for
conditional approval or disapproval by City.

Approval of Revised Management Plan and
Marketing Program. City shail review and approve or
disapprove revised Management Plan and Marketing
Program.

Commencement of Construction.
commence the construction of the Project.

1

All days are calendar days unless otherwise noted.

EXHIBIT B-1
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Developer shall cause the .

Developer shail’

Status
Within 30 days' of submittal of
signed Agreement by Developer,

Within 10 days of City approval
and execution of Agreement.

Completed.
Completed.

C;)mpleted .

‘Within 90 days of approval and
execution of Agresment by City.

’

Within 30 days of receipt of a
complete submittal from
Developer.

Within 30 days of conditional
approval or disapproval by City.

Within 30 days of receipt of
revised Management Plan and
Marketing Program from
Developer,

Completed.




Action [tem ‘ Status

11, Progress Reperts. During the construction of the Commencing 30 days after start of
Project, Developer shall prepare and submit to City construction and continuing unti
monthly written progress reports. completion of construction.

12. Cempletion of Construction. Developer shall  On or before March 31, 2010,
complete the construction of the Project.

13, Off-Site Improvements. Developer shall complete all  On or before March 31, 2010.

off-site improvements required in conmection with the
consiruction of the Project. :

EXHIBIT B-2
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EXHIBIT C

TENANT INCOME VERIFICATION FORM

Part I -: General Information

Project Location: Dale Apartments: 12632 Dale Street, Garden Grove, California

Landlord’s Name: Alwin Lee: Dale Apartments, LLC

Part I -- Unit Information

Unit . . 4, Numberof 3. Monthly 6. Number of
Number Bedrooms Remt Ocoupants

Part IH -- Affidavit of Tenant

I ,and I, , a8 applicants for rental of an apariment unit at (he
above-described iocatzon do hereby 1cpres<mt and warrant that (my/our} gross income
{anticipated total annual income) does not exceed the maximum income set forth for a
. lower income househeld in Orange County, adjusted for a household size appropriate to
the Apartment Unit, as published from time {o time by the State Department of Housing and
Community Development in the California Code of Regulations. (I/We) understand that the
current maximum income for a lower income household occupying a two bedroom unit in
: Orange County is $ . The following computation includes all income (J/we)
anticipate receiving for the 12-month period beginning on the date (I'we)} execute a rental
agreement for an apartment unit or the date on which (I/we) will initially ocoupy such unit,
whichever is earlier,

Tenant Inifials

EXHIBIT C-1 -
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2. Tenants qualifying above must complete the following:

Mounthly Gress Income
(Al Sources of Income of All Adult Household Members Must be Listed)

Source Head of Co-Tenants Total
Household

Gross amoumnt, before payrol
deductions, of wages, salaries,
overtime pay, cornrmissions, fees,
tips and bonuses

Interest and/or dividends

Net incorne from business or from
rental property '

Sceial security, annuities, insurance
policies, pension/retirement funds,
disability or death benefits received
periodically

Payment in lien of earnings, such as
unemployment and disability
compensation, worker’s
compensabion and severance pay

Alimeny, child suppert, other
periodic allowances

Public assistance, welfare payments

Remilar pay, special pay and
aliowances of members of Armed

Forces
Other
Total:
Total x 12 = (Gross Annual Household Incorme

Note: The following items are not considered income: casual, sporadic or irregular gifts; amounts
specifically for or in reimbursement of medical expenses; lomp sum payments such ag inheritances,

EXHIBIT C-2
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insurance payments (including payments under health and accident insurance and worker’s
compensation), capilal gains and setflement for personal or properly losses; educational scholarships
paid directly to the student or educational institution; government benefits 1o a veteran for education;
special pay to a serviceman head of family away from home and under hostile fire; foster child care
payments; value of coupon allotments for purpose of food under Food Stamp Act of 1964 which is in
excess of amount actually charged the eligible household, relocation payments under federal, state, or
focal relocation law; payments received pursuant to participation in the following progranis: VISTA,
Service Learning Programs, and Special Volunteer Programs, SCORE, ACE, Retired Senjor
Volunteer Program, Foster Grandparent Program, Older American Community Services Program,
and National Volunteer Program to Assist Small Business Experience.

3. This affidavit is made with the knowledge that it will be relied upon by the Landlord to
determine maximum incorse for eligibility and (I/we) warrant that all information set forth in
this document is true, correct and complete and based upon information (¥/we) deem reliable
and that the statement contained in paragraph 1 and the information contained in paragraph 2
of this Part I}l is reasonable and based upon such investigation as the undersigned deemed
nECeSSary.

4, (I/We) will assist the Landlord in obtaining ahy information or documents required to verify
the statements made in this Part NI and have attached hercto copies of {my/our) federal
income tax return(s) for the most recent tax year in which a return was f led (past two years
federal income tax returns for seif~emp10yed persons).

3. (IY'We) acknowledge that {Ifwe) have been advised that the making of any misrepresentation
or misstatement in this affidavit will constitute a material breach of {(my/our) agreement with
the Landlord to rent the unit and will additionally enable the Landlord, the City of Garden

- Grove and/or the Garden Grove Agency for Community Development fo initiate and pursue
all applicable legal and equitable remedies with respect to the unit and to me/us.

(I’'We) do hereby swear under penalty of perjury that the foregoing staiements are true and

correct.
Date Tenant
Date ) Tenant

‘ EXHIBIT C-3
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INCOME VERIFICATION
{for emploved persons)

The undersigned employee has applied for a rental unit Jocated m a project financed under a
multifamily housing program of the City of Garden Grove and ‘the Garden Grove Agency for
Community Development for lower income households. Lvery income statement of a prospective
tenant must be stringently verified. Please indicate below the employee’s current annual income
from wages, overtime, bonuses, commissions or any other .form of compensation received on a
regular basis.

Armual wages

Overtime

Bonuses

Commissions

Total current income

I hereby certify that the statements above are true and complete to the best of my knowledge.

Signamre - Date Title

» Thereby grant you permission to disclose my income to in order that
they may determine my income eligibility for rental of an apartment located in their project which
has been financed under a muitifamily housing program of the City of Garden Grove and the Garden
Grove Agency for Community Development.

Signatare Date

Please send to:

EXHIBIT C-4
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INCOME VERIFICATION
(for séif-employed persons)

I hereby attach copies of m
immediately preceding calendar vear
Tefurmns 18 true and complete to the best

y individual federal an
and certify that
of my knowledge

d state income tax retumns for the
the informatfonshown in such income fax

Signature Date

* : EXHIBIT C.5
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AFFORDABLE HOUSING AGREEMENT
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AFFORDABLE BOUSING AGREEMENT

This AFFORDABLE HOUSING AGREEMENT (“Agreement™) is entered into as of
Javivaey 12.., 2010 by and between the GARDEN GROVE AGENCY FOR COMMUNITY
DEVELOPMENT, a public body, corporate and politic (“Agency™), and DALE APARTMENTS,
LLC, a California limited liability company (“Developer”).

RECITALS

Al Agency is a redevelopment agency duly formed, existing, and exercising powers
pursuant to the Community Redevelopment Law, Health and Safety Code Section 33000, ef seq.
(“CRL"), and as required by Sections 33334.2 and 33334.3 of the CRL has deposited funds into its
Low and Moderate Income Housing Fund (“Housing Fund”) for the purpose of providing subsidies
to, or for the benefit of, persons and families of low or moderate income, to assist them to obtain
housing within the community at an affordable housing cost.

. B, Developer is the owner of approximately 38,629 square feet of real property in the
City of Garden Grove (“City”), generally located at 12632 Dale Street, Garden Grove, California,
Assessor’s Parcel Number 215-091-26, as more particularly described in the Legal Description
attached hereto as Attachment No. 1 and incorporated herein by reference (“Site”).

C. Developer desires to develop and operate an apartment complex on the Site
(“Project™), consisting of twenty-five (25) apartment units {each, a “Housing Unit™), 3¢ 201000 00233%¢

D. The Project is subject to that certain Density Bonus Housing Agreemght between
Developer and the City dated as of Janvary |1, 2010 and recorded against the Site irf the Official
Records of Orange County, California on ary 20, 20107 as Instrument No. [_& B
The Density Bonus Housing Agreement requires Developer to make available, restrict occupancy to,

and rent six (6) of the Housing Units to Lower Income Households at an Affordable Rent for a term
of not less than thirty (30) years.

- E. By this Agreement, and subject to the terms and conditions herein, Agency desires to
provide a loan to Developer in an amount of Two Hundred Thousand Dollars ($200,000) (“Agency
Loan”) in exchange for Developer’s agreement to restrict the use, operation, rental, and occupancy of
six (6) of the Housing Units at the Project to Lower Income Households paying an Affordable Rent
throughout the Affordability Period (as such terms are defined below).

F. Developer desires to own and operate the Project on the Site and to restrict the use,
operation, rental, and ocoupancy of six (6} of the Housing Units therein to Lower Income Households
at an Affordable Rent throughout the Affordability Period, in accordance and compliance with the
terms and restrictions set forth in this Agreement, the Regulatory Agreement (defined below), the
Affordability Covenants, and the Density Bonus Housing Agreement between Developer and City.

G. Developer located and acquired the Site without any assistance from (or involvement
© by) Agency; prior to acquiring the Site Developer independently conducted all necessary and
appropriate due diligence and determined that the condition of the Site and all improvements located
thereon were suitable for the development and operation of the Project. All such due diligence and
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Developer’s investigations of the condition of the Site were gonducted independently and not in
consultation with Agency or City or their officers, employees, agents, or consultants.

H. The terms of this Agreement, the Regulatory Agreement, and the Affordability
Covenants and the implementation thereof by Agency and Developer are in accordance with the
provisions set forth in the implementation plan adopted by Agency according to Section 33490 of the
California Health and Safety Code.

IR Agency’s acquisition of the Affordability Covenants and payment of the Agency
Loan to Developer and Developer’s operation of the Project pursuant to this Agreement and in
compliance with the Affordability Covenants is in the vital and best interest of the City and the
health, safety and welfare of iis residents.

NOW, THEREFORE, in consideration of the mutual promises, covenanis, and agreements
set forth herein, the parties hereto agree as follows:

106. DEFINITIONS

“4ffordability Covenants” shall medn each and every covenant, condition, and restriction
imposed on Developer’s development, use, management, and operation of the Site as set forth herein
and in the Regulatory Agreement.

“dffordability Period” shall mean a term of fifty-five (55) years from the date the final

certificate of occupancy is issued for the Project. :

“4ffordable Rent” means an affordable rent for Lower Income Households, as defined in
California Health and Safety Code Section 50053. For Lower Income Households whose gross
incomes exceed the maximum income for very low income households (as defined in Heaith and
Safety Code Section 50105), Affordable Rent means the product of thirty (30) percent times sixty
(60) percent of the Area Median Income for Orange County adjusted for family size appropriate for
the unit. All of the Housing Units shall be two (2) bedroom units; thus, solely for purposes of
calculating Affordable Rent pursuant to this Agreement, a “family size appropriate o the unit” shall
be three persons.

For purposes of this Agreement, “Affordable Rent” means the total of monthly payments for
(a) use and occupancy of each Affordable Unit and land and facilities associated therewith, (b} any
separately charged fees or service charges assessed by Developer which are required of all tenants,
other than security deposits, (¢) a reasonable aliowance for an adequate level of service of utilities
not included in (a) or (b) above, including garbage collection, sewer, water, electricity, gas and other
heating, cooking and refrigeration fuels, but not including telephone service, and (d) possessory
interest, taxes or other fees or charges assessed for use of the land and facilities associated therewith
by a public or private entity other than Developer. In the event that all utility charges are paid by the
landlord rather than the tenant, no utility allowance shall be deducted from the rent.

“Affordable Units” means the six (6) Housing Units at the Project which are required to be
made available for, rented to, and occupied by Lower Income Households paying an Affordable
Rent, in accordance with all terms, conditions, and covenants set forth in this Agreement and the
Regulatory Agreement, including the Affordability Covenants to be conveyed to Agency by
Developer pursuant to this Agreement. '

DOCSOC/1338762v6/022012-0311



“4gency” means the Garden Grove Agency for Community Development, a public body,
corporate and politic, exercising governmental functions and powers and organized and existing
under the CRL, and any assignee of or successor to its rights, powers and responsibilities.

“4gency Director” shall mean the Director of Agency.

“dgency Loan” means the loan from Agency o Developer of Two Hundred Thousand
Dollars ($200,000) pursuant to this Agreement.

“Agency Loan Amount” means Two Hundred Thousand Dollars ($200,000)

“4greement” means this Affordable Housing Agreement between Agency and Developer
and all attachments and exhibits attached hereto.

“4req Median Income” shall mean the median income as determined and published annuéliy
for each county in California by HCD. :

“Best Knowledge” means the actual knowledge of each party’s employees and agents who
manage the Site or have participated in the preparation of this Agreement, and all documents and
materials in the possession of such party, and shall not impose a duty of investigation.

“Capital Replacement Reserve” is defined in Section 410 hereof.

“City” means the City of Garden Grove, a California municipal corporation. City is a third
party beneficiary of this Agreement; however, City is not a party to this Agreement and shall have no
obligations hereunder.

“Conditions Precedent” means the conditions precedent to the payment of the Agency Loan
by Agency to Developer, as set forth in Section 202 hereof. ‘

“County” shall mean the County of Orange, California.

“CPP shall mean the United States Department of Labot, Bureau of Labor Statistics,
Consumer Price Index for Urban Wage Earners and Clerical Workers, Subgroup “All ltems,” for the
Los Angeles-Costa Mesa-Riverside area, 1982 — 1984 = 100, or successor or equivalent index in case
such index is no longer published.

“CRL” means the Community Redevelopment Law of the State of California, Health and
Safety Code Section 33000, et seq., as the same may from time to time be amended.

“Deed of Trust” means that certain Deed of Trust with Assignment of Rents (Short Form) in
substantially the form attached hereto as Attachment No. 3 and incorporated herein, which Deed of
Trust shall secure Developer’s performance under the Regulatory Agreement, including the
Affordability Covenants, and repayment of the Agency Loan in the event of a Default under the
Regulatory Agreement, the Affordability Covenants, or this Agreement during the Affordability
Period.

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

3
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ity Bonus Housing Agreement” means that certain Density Bonus Housing
between Developer and City dated as of yanuar¥ 1%, 2010 and recorded against the Site
fficial Records of Orange County, California on var Y20 20§ as Instrument No.
The Density Bonus Housing Agreement requires Developer to make available,

restrict occupancy to, and rent six (6) of the Housing Units to Lower Income Households at an
‘Affordable Rent for a term of not less than thirty (30) years.

“Developer” means Dale Apartments, LLC, a California limited liability company, and its
permitied successors and assigns.

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

“Hazardous Materials” means any substance, material, or waste which is or becomes
regulated by any local governmental authority, the County, the State of California, regional
governmental authority, or the United States Government, including, but not limited to, any material
or substance which is (i) defined as a “hazardous waste,” “extremely hazardous waste,” or “restricted
hazardous waste” under Section 25115, 25117 or 25122.7, or listed pursuant fo Section 25140 of the
California Health and Safety Code, Division 20, Chapter 6.5 (Hazardous Waste Control Law)),
(ii) defined as a “hazardous substance” under Section 25316 of the California Health and Safety
Code, Division 20, Chapter 6.8 (Carpenter-Presley-Tanner Hazardous Substance Account Act),
(iii) defined as a “hazardous material,” “hazardous substance,” or “hazardous waste” under
Section 25501 of the California Health and Safety Code, Division 20, Chapter 6.95 (Hazardous
Materials Release Response Plans and Inventory), (iv) defined as a “hazardous substance” under
Section 25281 of the California Health and Safety Code, Division 20, Chapter 6.7 (Underground
Storage of Hazardous Substances), (v)petroleum, (vi) friable asbestos, (vii) polychlorinated
biphenyls, (viii) designated as “hazardous substances” pursuant 1o Section 311 of the Clean Water
Act (33 U.S.C. §1317), (ix) defined as a “hazardous waste” pursuant to Section 1004 of the Resource
Conservation and Recovery Act, 42 U.S.C. §6901 efseq. (42 U.S.C. §6903) or (x) defined as
“hazardous substances” pursuant to Section 101 of the Comprehensive Environmental Response,
Compensation, and Liability Act, 42 U.S.C. §9601 ef seq. Notwithstanding the foregoing,
“Hazardous Materials” shall not include such products in quantities as are customarily used in the
construction, maintenance, rehabilitation or management of residential developments or associated
buildings and grounds, or typically used in residential activities in a manner typical of other
comparable residential developments, or substances commonly ingested by a significant population
living within the Project, including without limitation alcohol, aspirin, tobacco and saccharine.

“Housing Fund” means Agency’s Low and Moderate Income Housing Fund, established
pursuant to Health and Safety Code Section 33334.3 and implemented pursuant to Section 33334.2,
ef seq. of the Health and Safety Code.

“Housing Units” means each of the twenty-five (25) apartment units to be constructed by
Developer at the Site. Each of the Housing Units shall have two (2) bedrooms and two (2)
bathrooms. Bach of the Housing Units shall be the same size (approximately 960 square feet).

“HCD” means the California Department of Housing and Community Development.
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“Legal Description” means the description of the Site which is attached hereto as
Attachment No. 1 and incorporated herein.

«f pwer Income Household” has the meaning set forth in California Health and Safety Code
Section 50079.5.

“Notice” shall mean a notice in the form prescribed by Section 602 hereof.

“Notice of Affordability Restrictions” shall mean the Notice of Affordability Restrictions on
Transfer of Property to be recorded against the Site at Closing, in substantially the form attached
~ hereto as Attachment No. 4 and incorporated herein. '

“Operating Reserve” is defined in Section 411 hereof.

“Project” means the apartment complex to be constructed by Developer on the Site, which
shall consist of twenty five (25) Housing Units in a single three (3) story residential structure,
referred to as the “Dale Apartments,” all in accordance with Site Plan No. SP-384-05, the
Development Agreement, the Conditions of Approval (as those terms are defined in the Density
Bonus Housing Agreement), and the Density Bonus Housing Agreement.

“Promissory Note” means the Promissory Note in substantially the form attached hereto as
Attachment No. 2 and incorporated herein, which evidences Developer’s obligation to repay the
Agency Loan in the event of a Default under the Regulatory Agreement, the Affordability
Covenants, or this Agreement during the Affordability Period.

“Redevelopment Plan” means the Redevelopment Plan for the Redevelopment Project, as
adopted by the City Council of the City, as such redevelopment plan may be amended from time fo
time. The Redevelopment Plan is incorporated herein by this reference.

“Redevelopment Project” means the Garden Grove Community Project, adopted by the City
pursuant to the Redevelopment Plan.

“Regulatory Agreement” means the Regulatory Agreement with Affordability Covenants
which is to be recorded as an encumbrance to the Site in the Official Records of Orange County,
California in substantially the form attached hereto as Attachment No. § and incorporated herein, in
accordance with Section 416 hereof.

“Request for Notice” means the Request for Notice Under Civil Code Section 2924b
attached hereto as Attachment No. 6 and incorporated herein, which shall be recorded against the Site
in the Official Records of Orange County, California, as a Condition Precedent to Agency’s
obligation to make the Agency Loan to Developer.

“Site” means that certain approximately 38,629 square feet of real property in the City,
generally located at 12632 Dale Street, Garden Grove, California, Assessor’s Parcel
Number 215-091-26, as more particularly described in the Legal Description.

200. AGENCY LOAN; CONVEYANCE OF AFFORDABILITY COVENANTS

201. Agency Loan. Agency hereby agrees to make the Agency Loan to Developer in the
amount of Two Hundred Thousand Dollars ($200,000), in exchange for Developer’s conveyance of

5
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the Affordability Covenants to Agehcy, which shall be recorded against the Site in the form set forth
in the Regulatory Agreement. '

201.1 Promissory Note. The Agency Loan shall be evidenced by the Promissory
Note in substantially the form attached hereto as Attachment No. 2 and incorporated herein, which
shall be executed by Developer in favor of Agency and delivered to Agency prior to and as a
Condition Precedent to Agency’s obligation to make the Agency Loan to Developer. The Agency
TLoan Amount shall accrue no interest except in the event of Default hereunder or under the
Regulatory Agreement. The Agency Loan shall become immediately due and payable upon an event
of Default hereunder or under the Regulatory Agreement during the Affordability Period. If
Developer maintains compliance with the Affordability Covenants throughout the entire
Affordability Period, the Agency Loan shall be forgiven in its entirety upon the conclusion of the -
Affordability Period. '

 201.2 Deed of Trust. Developer’s obligation to repay the Agency Loan and
performance hereunder and under the Regulatory Agreement shall be secured by the Deed of Trust in
substantially the from attached hereto as Attachment No. 3 and incorporated herein. The Deed of
Trust shall be executed by Developer in favor of Agency and recorded against the Site prior to and as
a Condition Precedent to Agency’s obligation to make the Agency Loan to Developer. The Agency
Director may permit the Deed of Trust to be subordinated to 2 deed of trust securing Developer’s
institutional permanent loan for the Project, pursuant ©© a subordination agreement in form and
content reasonably acceptable to the Agency Director and Agency legal counsel. Any such
subordination agreement shall conform to the provisions of Section 303, below.

261.3 Disbursement of Agency Loan Proceeds. Agency shall disburse the
© Agency Loan Amount to Developer as follows:

(a) Up to Forty Thousand Dollars ($40,000) of the Agency Loan shall be
disbursed by Agency to pay school impact fees and building permit fees attributable fo the Project,
upon satisfaction by Developer or waiver by Agency of all Conditions Precedent to the Agency
Loan, except that such disbursement may oceur prior to issuance of building permits for the Project;
provided, all required building permits. for the Project shall be ready to issue immediately upon
disbursement of Agency Loan proceeds pursuant o this Section 201.3(a). Agency shall disburse
Agency Loan proceeds directly to the City to pay City building permit fees; the remainder of the
disbursement provided for by this Section 201.3(a) shall be disbursed to Developer for payment of a
portion of the schoo! fees for the Project.

(b) Up to One Hundred Sixty Thousand Dollars {$160,000) of the
Agency Loan shall be disbursed by Agency directly to the City to pay the following fees for which
Developer’s payment obligation has been deferred: (i) in Heu park fees, (ii) a general plan fee, (i) a
cultural arts fee, and (iv) a development impact fee. The fees listed in the preceding sentence must
be paid prior to issuance of the first certificate of occupancy for the Project. No disbursement of
Agency Loan proceeds pursuant to this Section 201.3(b) shall be made until all Conditions Precedent
to the Agency Loan have been (and continue 1o be} satisfied by Developer or waived by Agency and
the final certificate of occupancy for the Project shall be ready to issue immediately upon
disbursement of Agency Loan proceeds pursuant to this Section 201.3(b).

(©) Any portion of the Agency Loan not disbursed pursuant to
Sections 201.3(a) and 201.3(b) above shall be disbursed to Developer upon issuance of the final
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certificate of ocoupancy for the Project and occupancy of not Jess than eighty percent (80%) of the
Housing Units at the Project, including one hundred percent (100%) of the Affordable Units.

202. Conditions Precedent to Agency Loan. Agency’s obligation to make the Agency
Loan to Developer is subject to the fulfillment by Developer or waiver by Agency of each and all of
the conditions precedent (2) through (h), inclusive, described below (“Conditions Precedent”), which
are solely for the benefit of Agency, any of which may be waived by Agency Director (or his
designee) in his sole and absolute discretion: '

(a) Execution of Documents. Developer shall have executed and delivered to
Agency the Promissory Note, Deed of Trust, Regulatory Agreement, Notice of Affordability
Restrictions, and any other documents required hereunder, and the Deed of Trust, Regulatory
Agreement, Notice of Affordability Restrictions, and Request for Notice shall have been recorded as

" an encumbrance to the Site in the Official Records of Orange County.

(b)  Building Permits. With respéct to the first disbursement of Agency Loan
proceeds pursuant to Section 201.3(a), the City shall be ready to issue building permits for the
Project immediately upon such disbursement by Agency.

{c) Certificate of Occupancy, With respect to the second disbursement of
Agency Loan proceeds pursuant to Section 201.3(b), the City shali be ready to issue the final
certificate of occupancy for the Project immediately upon such second disbursement by Agency.
With respect to the final disbursement of Agency Loan proceeds pursuant 1o Section 201.3(c) (if
any), the City shall have issued the final certificate of occupancy for the Project prior to such final
disbursement and not less than eighty percent (80%) of the Housing Units at the Project, including
one hundred percent (100%) of the Affordable Units, shall be rented to and occupied by qualified
tenant households in accordance with this Agreement 2nd the Regulatory Agreement.

(d) Condition of Title. There shall be no monetary liens or encumbrances
recorded against the Site in a position prior to the Regulatory Agreement or, in the event any
monetary lien(s) or encumbrance(s) are recorded against the Site in a position senior and prior to the
Regulatory Agreement, Agency shall have approved gach such lien and/or encumbrance after having
negotiated and entered into subordination agreement(s) with the holder(s) of each such lien and/or
encumbrance in a form reasonably satisfactory to. Agency pursuant to and in conformance with
Section 303 below.

(e Reserves. Developer shall have provided evidence reasonably acceptable to
Agency Director that the Capital Replacement Reserve and Operating Reserve have been funded in
accordance with Sections 410 and 411.

®H Environmental Condition. The environmental condition of the Site shall be
reasonably acceptable to Agency Director.

_ {g) No Litigation. There shall be no htigation or administrative actions filed or
pending which challenge this Agreement or the development or operation of the Project in
accordance with the terms of this Agreement and the Regulatory Agreement.

(hy  No Default, Representations and Warranties. Developer shall not
currently be in Default in any of its obligations under the terms of this Agreement. All
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representations and warranties of Developer contained herein shall be true and correct in all material
respects on and as of the date on -which Agency makes the Agency Loan to Developer as though
made at that time, and all covenants of Developer which are required to be petformed prior to the
date Agency makes the Agency Loan to Developer shall have been performed by such date.

203, Condition of the Site.

203.1 Environmental Condition Prior to Agency Loan. Except as otherwise
disclosed in reports obtained by or provided to Agency, Developer represents to Agency that it is not
aware of, to its Best Knowledge, and it has not received any notice or communication from any
governmental agency having jurisdiction over the Site providing notice of the presence of Hazardous
Materials in, on, or under the Site, or any portion thereof. Developer represents that any inspection
reports with respect to the Site, environmental audits, reports and studies which concern the Site, or
inspection reports from applicable regulatory authorities with respect to the Site, which Developer
has received, have been delivered to Agency. Agency’s reasonable approval of the environmental
condition of the Site is a Condition Precedent to Agency’s obligation to make the Agency Loan to
Developer, as set forth in Section 202 hereof.

203.2 Indemnification. Developer shall save, protect, pay for, defend, indemnify
and hold harmless Agency and its officers, employees, representatives and agents, from and against
any and all liabilities, suits, actions, claitns, demands, penalties, damages (including, without
limitation, penalties, fines and monetary sanctions), losses, COSIS OF expenses {(including, without
limitation, consultants’ fees, investigation and laboratory fees, attorneys’ fees, expert witness® {ees, -
and remedial and response costs) (the foregoing are hereinafter collectively referred {o as
“] iabilities”) which may now or in the future be incurred or suffered by Agency or its officers,
employees, representatives or agents by reason of, resulting from, in connection with or arising in
any manner whatsoever as a direct or indirect result of (i) the presence on or under, or the escape,
seepage, leakage, spillage, discharge, emission or release from the Site of any Hazardous Materials,
(i5) the environmental condition of the Site, and (iiiy any Liabilities under any Governmental
Requirements relating to Hazardous Materials; provided, however, that the foregoing indemnity shall
not apply to any Liabilities arising or occurring as a result of the gross negligence or willful
misconduct of Agency.

203.3 Duty to Prevent Hazardous Material Contamination. Developer shall
take all necessary precautions to prevent the release of any Hazardous Materials into the environment
on or under the Site. Such precautions shall include compliance with all Governmental
Requirements with respect to Hazardous Materials. Developer shall notify Agency and provide to
Agency a copy or copies of any notices of violation, notices to comply, citations, inquiries, clean-up
or abatement orders, cease and desist orders, reports filed pursuant to self-reporting requirements and
reports filed or applications made pursuant to any Governmental Requirement relating to Hazardous
Materials and underground tanks, and Developer shall report to Agency, as soon as possible after
each incident, any unusual, potentially important incidents in the event of a release of any Hazardous
Materials into the environment.

300. FINANCING OF THE PROJECT
301. Agency Approval of Mortgages and Deeds of Trust. As a Condition Precedent to

Agency’s obligation to make the Agency Loan to Developer, there shall be no monetary liens or
encumbrances recorded against the Site in a position senior or prior fo the Deed of Trust and
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Regulatory Agreement or, in the event any monetary lien(s) or encumbrance(s) are recorded against
the Site in a position senior or prior o the Deed of Trust and Regulatory Agreement, Agency shall
have approved each such lien and/or encumbrance after having negotiated and entered into
subordination agreement(s) with the holder(s) of each such len and/or encumbrance in a form
reasonably satisfactory to Agency pursuant to and in conformance with Section 303 below.

302. Right of Agency to Cure Mortgage or Deed of Trust Default. In the eventof a
loan agreement, promissory note, mortgage or deed of trust default or breach by Developer,
Developer shall immediately deliver to Agency a copy of any default notice pertaining thereto.
Agency shall have the right but not the cbligation to cure the defauli of such loan agreement,
promissory note, mortgage, or deed of trust and/or to assume the loan or other financing obtained by
Developer, in Agency’s sole discretion. In such event, Agency shall be entitled to reimbursement
from Developer of all proper cosls and expenses incurred by Agency in curing such default. The
loan documents and any other documents evidencing and securing the loan or other financing
obtained by Developer secured by the Site shall each provide for the Agency cure rights set forth in
this Section.

303. Subordination of Affordability Covenants. In the event that Agency finds that an
economically feasible method of permanent first len financing for the Site and/or the Project,
without the subordination of the Affordability Covenants set forth in the Regulatory Agreement, is
not reasonably available, Agency shall make the Affordability Covenants set forth in the Regulatory
Agreement junior and subordinate to the lien of any permanent first lien financing obtained by
Developer; provided such subordination meets the requirements of this Section 303.  Any
subordination agreement entered into by Agency shall contain written commitments which the
Agency Director and its legal counsel finds are reasonably designed to protect Agency’s investment
of Housing Fund moneys in the Project in the event of default and shall include: () a right of Agency
1o assume the permanent loan or other first lien senjor mortgage or deed of trust upon the same terms
applicable to Developer pursuant to the Joan documents and (b) a right of Agency to cure a default on
such permanent or other first lien senior mortgage prior to foreclosure; and such cure rights also may
include: {c) a right of Agency to negotiate with the Jender after notice of default from the lender and
prior to foreclosure, (d) an agreement that if prior to foreclosure of such permanent Joan or other first
lien senior mortgage, Agency cures the default on such loan, the lender will not exercise any right it
may have to accelerate the loan, and (e) a right of Agency to acquire the Site from Developer at any
time after a material default on the loan.

400. OPERATION OF HOUSING
401. Use of the Site,

4011 Prohibited Uses. All uses conducted on the Site, including, without
limitation, all activities undertaken by the Developer pursuant to this Agreement and the Regulatory
Agreement, shall conform to all applicable provisions of the Garden Grove Municipal Code and
other applicable federal, state, and local laws, rules, and regulations. The Project shall at all times
during the term of this Agreement be used as an apartment complex and none of the Housing Units in
the Project shall at any time be utilized on a transient basis, nor shall the Site or any portion thereof
ever be used as a hotel, motel, dormitory, fraternity or sorority house, rooming house, hospital,
nursing home, sanitarium or rest home, or be converted to condominium ownership. All of the
community facilities and any social programs provided to the Project’s residents shal! be available at

all times on an equal, non-discriminatory basis to residents of all Housing Units at the Project.
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4012 Affordable Units. Developer hereby agrees to make available, restrict
occupancy to, and rent six (6) of the Housing Units at the Project to Lower Income Households at an
Affordable Rent. The six (6) Affordable Units shall be “floating” units that are not permanently
designated; however, at no time shall all six (6) Affordable Units be congregated to a certain section
of the Project.

(a) A tenant who qualifies as a Lower Income Household at the time he
or she first occupies an Affordable Unit shall be deemed to continue to be so qualified until such time
as a recerfification of such individual’s or household’s income in accordance with Section 405 below
demonstrates that such individual or household no longer qualifies as a Lower Income Household.
Moreover, a unit previously occupied by a Lower Income Household and then vacated shall be
considered occupied by such Lower Income Household until reoccupied, other than for a temporary
period, at which time the character of the unit shall be re-determined. In no event shall such
temporaty period exceed thirty-one (31) days. :

(b) At such time &s a tenant occupying an Affordable Unit ceases to
qualify as a Lower Income Household, the unit occupied by such tenant shall cease fo be an
Affordable Unit. Developer shall replace each such Affordable Unit by designating the next
available unit and any necessary units thereafier as an Affordable Unit. For purposes of this
Agreement, such designated unit will he considered an Affordable Unit if it is held vacant and
available for occupancy by a Lower Income Houssehold and, upon occupancy, the income eligibility
of the tenant as a Lower Income Household is verified and the tenant pays an Affordable Rent.

{c) In the event a temant household occupying and Affordable Unit
initially qualifies as a Lower Income household but the income of such household increases, such
increase shall not be deemed to result in a violation of the restrictions of this Agreement concerning
{imitations upon income of occupants, provided that the occupancy by such household is for a
reasonable time of not to exceed one year (measured from the time the income of the household
ceases to qualify as a Lower Income Household), at which time the Housing Unit shall cease to be an
Affordable Unit and the provisions of the immediately preceding paragraph shall apply.

401.3 Occupaney Limits. The maximuim occupancy for each Housing Unit shall
not exceed five (5) persons per Housing Unit, constituting two persons per bedroom, plus one.

402, Duration of Affordability Requirements, The six (6) Affordable Units shall be
subject to the requirements of this Section 400, ef seq., throughout the entire Affordability Period.

403. Selection of Tenants. Developer shall be responsible for the selection of tenants for
the Housing Units in compliance with lawful and reasonable criteria and the requirements of this
Agreement. A reasonable preference in the leasing of the Housing Units shall be given as follows:

(a)  First, to prospective tenants who have been displaced by Agency’s
redevelopment activities in the implementation of the Agency’s Redevelopment Plan, to the extent
authorized by applicable federal, state or Jocal laws or regulations;

(b) Second, to prospective tenants on the Garden Grove Housing
Authority’s Section 8 Housing Vouchers waiting list and Affordable Housing waiting list; and

(©) Third, to prospective tenants that live or work in the City.
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Prior 1o the rental or lease of an Affordable Unit to a tenant, Developer shall require the
tenant to execute a written lease and to complete a Tenant Income Verification Form (in substantially
the form atiached hereto as Attachment No. 7) certifying that the tenant(s) occupying the Affordable
Unit is/are a Lower Income Household and otherwise meet(s) the eligibility requirements established
for the Affordable Unit. Developer shall verify the income of the tenant(s) as set forth iri Section 405
below,

‘ 404. Provisions regarding Section 8 Vouchers. Developer shall acoept as tenants on the
same basis as ali other prospective tenants, persons who are recipients of federal certificates for rent
subsidies pursuant to the existing program under Section 8 of the United States Housing Act of 1937,
or its successor; provided, Developer shall not rent one of the Affordable Units to a tenant holding a
Section 8 certificate unless none of the Housing Units not restricted to occupancy by Lower Income
Households pursuant to this Agreement are available. If the only available Housing Unit is an
Affordable Unit, Developer shall no longer designate the Apartment Unit rented to a tenant holding a
Section 8 cerificate as an Affordable Unit, shall designate the next-available Housing Unit as an
Affordable Unit, and shall make available, restrict occupancy to, and rent such newly designated
Affordable Unit to a Lower Income Household at an Affordable Rent pursuant to this Agreement,
such that at all times reasonably possible six (6} of the Housing Units at the Project shall be
Affordable Units not occupied by tenants holding Section 8 certificates. If and to the extent the
foregoing restrictions conflict with the provisions of Section & of the United States Housing Act of
1937 or any rules or regulations promulgated thereunder, the provisions of Section 8 of the United
States Housing Act of 1937 and all implementing rules and regulations thereto shall control.
Developer shall not apply selection criteria to Section 8 certificate holders which are more
‘burdensome than criteria applied to any other prospective tenants.

405. TIneome Verification and Certification. Following the initia]l lease-up of the
Project, and annually thereafter throughout the Affordability Period, Developer shall submit to
Agency, at Developer’s expense, a summary of the income, household size and rent payable by each
of the tenants of the Affordable Units. At Agency’s request, Developer shall provide to Agency
completed income computation and certification forms, in substantially the form of the Tenant
Income Verification Form attached hereto as Attachment No. 7 and incorporated herein or such other
form as may reasonably be requested by Agency, for any Lower Income Households renting the
Affordable Units at the Project. Developer shall obtain, or shall cause to be obtained by the Property
Manager, a certification from each household jeasing an Affordable Unit demonstrating that such
household meets the applicable income requirements and eligibility requirements established for a
Lower Income Household renting such Affordable Unit. Developer shall verify, or shall cause the
Property Manager to verify, the income certification of the Lewer Income Household.

406. Monitoring and Recordkeeping. Throughout the Affordability Period, Developer
shall comply with all applicable recordkeeping and monitoring requirements set forth in California
Heath and Safety Code Section 33418 and shall annually complete and submit to Agency a
Certification of Continuing Program Compliance in the form provided by Agency. Representatives
of Agency shall be entitled to enter the Site, upon at Jeast thirty-six (36) hours notice, to monitor
compliance with this Agreement, and shall be entitled to inspect the records of the Project and to
conduct an independent audit or inspection of such records at a location within the City that is
reasonably acceptable to the Agency Director, Developer agrees to cooperate with Agency in
making the Site and the records of the Project available for such inspection or audit. Developer
agrees to maintain records for the Project in a businesslike manner, and to maintain such records
throughout the -Affordability Period. Agency relies upon the information contained in reports
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submitted by Developer to satisfy its own reporting requirements pursuant to Sections 3308G and
33080.1 of the California Health and Safety Code. In the event the Participant fails to submit to
Agency or its designee the certification as required by this Section, the Participant shall be in Default
under this Agreement and the Regulatory Agreement.

407. Marketing Program, Bach Affordable Unit shall be leased to Lower Income
Households selected by Developer who meet all of the requirements provided herein. Within the
time set forth in the Schedule of Performance, Developer shall prepare and obtain Agency’s
approval, which approval shall not be unreasonably withheld, of a marketing program for the leasing
of the Housing Units at the Project (“Marketing Program”™). The leasing of the Housing Units shall
thereafter be marketed in accordance with the Marketing Program as the same may be amended from
time to time with Agency’s prior written approval, which approval shall not unreasonably be
withheld. Developer shall provide Agency with periodic reperts with respect to the leasing of the
Housing Units in accordance with Sections 405 and 406.

408. Management Plan. Within the time set forth in the Schedule of Performance,
Developer shall submit for the reasonable approval of Agency a “Management Plan” which sets forth
in detail Developet’s property management duties, a tenant selection process in accordance with this
Agreement, a security system and crime prevention program, the precedures for the collection of
rent, the procedures for eviction of tenants, the rules and regulations of the Site and manner of
enforcement, a standard lease form, an-operating budget, the identity of the professional property
management company to be contracted with to provide property management services at the Site
(“Property Manager”), and other matters relevant fo the management of the Site, The Management
Plan shall require Developer to adhere to a fair lease and grievance procedure. The management of
the Site shall be in compliance with the Management Plan as approved by Agency.

If Agency determines that the performance of the Property Manager is deficient based upon
the standards set forth in the approved Management Plan and in this Agreement, Agency shall
provide notice to Developer of such deficiencies and Developer shall use its best efforts to correct
such deficiencies. In the event that such deficiencies have not been cured within the time set forth in
Section 501 hereof, Agency shall have the right to require Developer to immediately remove and
replace the Property Manager with another property manager of property management compaiy
which is redsonably acceptable to the Agency Director, which is not related to or affiliated with
Developer, and which has not less than five {5) years experience in property management, including
significant experience managing housing facilities of the size, quality and scope of the Project.

409. Maintenance. Developer shall maintain or cause to be maintained the interior and
exterior of the Project and the Site in a decent, safe and sanitary manner, and in accordance with the
standard of maintenance of first class multifamily rental apartment complexes within Orange County.
If at any time Developer fails to maintain the Project or the Site in accordance with this Agreement
and such condition is not corrected within five days after written notice from Agency with respect {o
graffiti, debris, and waste material, or thirty days after written notice from Agency with respect to
general maintenance, landscaping and building improvements, then Agency, in addition to whatever
remedy it may have at law or at equity, shall have the right to enter upon the applicable portion of the
Project or the Site and perform all acts and work necessary to protect, maintain, and preserve the
Project and the Site, and to attach a lien upon the Site, or to assess the Site, in the amount of the
expenditures arising from such acts and work of protection, maintenance, and preservation by
Agency and/or costs of such cure, including a reasonable administrative charge, which amount shall
be promptly paid by Developer to Agency upon demand. '
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410. Capital Reserve Requirements. Asa Condition Precedent to Agency’s obligation
to make the Agency Loan to Developer, Developer shall, or shall cause the Property Manager to,
annually set aside an amount of Two Hundred Fifty Dollars ($250) per Apartment Unit {increased
annually by CPD) from the gross rents received from the Project, into 2 separate interest-bearing trust
account (“Capital Replacement Reserve”). To the extent Developer has established a replacement
reserve in compliance with other lender requirements, deposits in the other replacement reserve shall
be credited toward Developer’s obligations hereunder. Such amount shall be adjusted annually by
the percentage increase in the Orange County Area Median Income, as determined by regulation of
the State of California. Funds in the Capital Replacement Reserve shall be used for capital
replacements to the Project fixtures and equipment which are normally capitalized under generally
accepted accounting principles, and shall be subject to the additional or stricter reguirements imposed
by the other lenders with respect to the availability and use of the funds on deposit in the replacement
reserve. The non-availability of funds in the Capital Replacement Reserve does not in any manner
relieve Developer of the obligation to undertake necessary capital repairs and improvements and to
confinue to maintain the Project in the manner prescribed herein.” Not less than once per year,
Developer, at ils expense, shall submit to Agency an accounting for the Capital Replacement
Reserve. Capital repairs to and replacement of the Project shal) include only those items with 2 long
useful life, including without limitation the foliowing: carpet and drape replacement; appliance
replacement; exterior painting, including exterior trim; hot water heater replacement; plumbing
fixtures replacement, including tubs and showers, toilets, lavatories, sinks, faucets; air conditioning
and heating replacement; asphalt repair and replacement, and seal coating; roofing repair and
replacement; landscape tree replacement; irrigation pipe and controls replacement; gas line pipe
replacement; lighting fixture replacement; elevator replacement end upgrade work; miscellaneous
motors and blowers; common area furniture replacement; and common area repainting.

411. Operating Reserve. As a Condition Precedent to Agency’s obligation to make the
Agency Loan to Developer, Developer shall, or shall cause the Property Manager to, set aside in a
separate interest-bearing trust account in Developer’s name, the sum of Two Thousand Five Hundred
Dollars ($2,500), (increased annually by CPI) or such larger amount as may be required by a lender
(“Operating Reserve”), and shall make further deposits from the cash flow from the Project, to the
extent available, to replenish the Operating Reserve to the amount existing in such account prior to
the withdrawal of funds; provided, however, to the extent Developer is required by any lender fo
maintain a separate account te hold deposits for operating reserves, the amount of such deposits shall
be credited towards Developer’s obligations under this section. Such amount shall be retained in the
Operating Reserve to cover shortfalls between Project income and actual operating expenses, and -
emergency expenses (such as uninsured casualties), but shall in no event be used to pay for capital
items properly payable from the Capital Replacement Reserve. Developer shall, not less than once
per every twelve (12) months, submit to Agency evidence reasonably satisfactory to Agency of
compliance herewith.

412. Insurance Requirements. Developer shall take out and maintain or shall cause its
contractor to take out and maintain until the issuance of the final certificate of occupancy for the
Project by City: (a) a commercial general liability policy in the amount of not less than Two Million
Dollars ($2,000,000) per occurrence for bodily injury, personal injury and property damage, with a
general aggregate limit of Four Million Dollars ($4,000,000), (b)a comprehensive automobile
liability policy in not less than the amount of One Million Dollars ($1,000,000) combined single
limit, and (c) a policy of all-risk property insurance in an amount not fess than one hundred percent
(100%) of the full insurable value of the Project. Developer may elect to comply with the foregoing
policy limits by combining the policies of insurance held by Developer and the general contractor
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selected to perform work at the Project. The required amount of insurance shail be subject to
increases as Agency may reasonably require from time to time, but not more frequently than every .
twelve (12) months. Such policies shall protect Developer and Agency from claims for such
damages, and be issued by an insurance carrier qualified to do business in the State of California.
Such policy or policies shall be written on an ocourrence form. Developer shall also furnish or cause
to be furnished to Agency evidence satisfactory to Agency that Developer and any contractor with
whom it has contracted for the performance of work on the Project or otherwise pursuant to this
Agreement carries workers’ compensation insurance as required by law. Prior to the commencement
of the construction of the Project, Developer shall furnish a certificate of insurance countersigned by
an authorized agent of the insurance carrier setting forth the general provisions of the insurance
coverage. This countersigned certificate shall name Agency and its officers, agents, and employees
as additionally insured parties under the policy, and the certificate shall be accompanied by a duly
executed endorsement evidencing such additional insured status, which shall be provided as a
separate endorsement attached to the certificate. The certificate and separate endorsement by the
insurance carrier shall contain a statement of obligation on the part of the carrier to notify Agency of
any material change, cancellation or termination of the coverage at least ten (10) days in advance of
the effective date of any such material change, cancellation or termination, and to notify Agency
within ten (10) days of Developer’s failure to pay any premium when due. Coverage provided
hereunder by Developer shall be primary insurance and not be contributing with any insurance
maintained by Agency, and the policy shall contain such an endorsemnent. The insurance policy or
the endorsement shall contain a waiver of subrogation for the benefit of Agency, The required
certificate shall be furnished by Developer prior to the commencement of the development of the
Project. -

412.1 Obligation to Repair and Restore Damage Due to Casualty Covered by
Ensurance. Subject to Section 412.2 below, if, prior to the issuance by Agency of the final certificate
of occupancy for the Project by City, any portion of the Project shall be totally or partially destroyed
- or rendered wholly or partly uninhabitable by fire or other casualty required to be insured against by
Developer, Developer shall promptly proceed to obtain insurance proceeds and take all steps
necessary to begii reconstruction and, immediately upon receipt of insurance proceeds, to promptly
and diligently commence the repair or replacement of the Project to substantially the same condition
as the Project is required to be developed pursuant to this Agreement, if and to the extent the
insurance proceeds are sufficient to cover the actual cost of repair, replacement, or restoration, and
Developer shall complete the same as soon as possible thereafter so that the Project can be occupied
in accordance with this Agreement. Subject to force majeure delays pursuant 1o Section 503 hereof,
in no event shall the repair, replacement, or restoration period exceed two (2) years from the date
Developer obtains insurance proceeds unless Agency’s Director, in his or her reasonable discretion,
approves a longer period of time. Agency shall cooperate with Developer, at no expense to Agency,
in obtaining any governmental permits required for the repair, replacement, or restoration, If,
however, the then-existing laws of any other governmental agencies with jurisdiction over the
Project do not permit the repair, replacement, or restoration, Developer may elect not to repair,
replace, or restore the Project by giving notice to Agency (in which event Developer will be entitled
to all insurance proceeds but Developer shall be required to remove all debris from the applicable
portion of the Project) or Developer may reconstruct such other improvements on the site of the
destroyed Project as are consistent with applicable land use regulations and approved by City,
Agency, and other governmental agencies with jurisdiction.

: 412.2 Damage or Destruction Due to Cause Not Required to be Covered by
Insurance. If, prior to the issuance by City of the certificate of occupancy for the Project, any
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portion of the Project is completely destroyed or substantially damaged by & casualty which
Developer is not required to (and bas not) insured against, then Developer shall not be required to
repair, replace, or restore such improvements and may elect not to do so by providing Agency with
written notice of election not to repair, replace, or restore within ninety (90) days after such
substantial damage or destruction. In such event, Developer shall concurrently repay to Agency a
pro rata portion of the Agency Loan unless not fewer than six (6) Housing Units continue to be made
available for, restricted to occupancy by, end rented to Lower Income Households at an Affordable.
Rent in accordance with the Regulatory Agreement. As used in this Section 412.2, “substantial
damage” caused by a casvalty not required to be (and not) covered by insurance shall mean damage
or destruction which is fifieen percent (15%) or more of the replacement cost of the improvements
comprising the Project. In the event Developer does not timely elect not to repair, replace, or restore
the Project as set forth in the first sentence of this Section 412.2, Developer shail be conclusively
deemed to have waived its right not to repair, replace, or restore the Project and thereafter Developer
shall promptly commence and complete the repair, replacement, or restoration of the damaged or
destroyed Project in accordance with Section 412.1 above.

413. Indemnity. Developer shall, at its expense, defend (with counsél acceptable fo
Agency), indemnify, and hold harmless Agency, City, and their officers, agents, employees and
representatives from any and all losses, lizbilities, claims, lawsuits, causes of action, judgments,
setilements, court costs, attorneys’ fees, expert witness fees, and other legal expenses, costs of
evidence of title, costs of evidence of value, and other damages of whatsoever nature arising out of or
in connection with, or relating in any manner to this Agreement, Developer’s ownership or operation
of the Site, or the development of the Project, except that arising from the gross negligence or willful

1nisconduct of Agency.

414. Compliance with Laws. Developer shail carry out the operation of the Project in
conformity with all applicable laws, including all applicable state labor standards, City zoning and
development standards, building, plumbing, mechanical and electrical codes, and all other provisions
of the City 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, ef seq., Government Code Section 11135, ef seq., and the Unruh
Civil Rights Act, Civil Code Section 51, ef seq. Developer shall pay prior to delinquency all ad
valorem real estate taxes and assessments on the Site, subject to Developer’s right to contest in good
faith any such taxes. Developer may apply for and receive any exemption from the payment of -
property taxes or assessments on any interest in or fo the Site without the prior approval of Agency.

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

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

«That there shall be no discrimination against or segregation of any person or
group of persons, on account of any basis Histed in subdivision (a) or (d) of Section 12955 of the
Government Code, as those bases are defined in Sections 12926, 12926.1, subdivision (m) and
paragraph (1) of subdivision (p) of Section 12955, and Section 12955.2 of the Government Code, in
the leasing, subleasing, transferring, use, occupancy, tenure, or enjoyment of the premises herein
leased nor shall the lessee himself or herself, or any person claiming under or through him or her,
establish or permit any such practice or practices of discrimination or segregation with reference to
the selection, location, number, use, or occupancy, of tenants, lessees, sublessecs, subtenants, or
vendees in the premises herein leased.” :

(© Tn contracts: “There shall be no discrimination against or segregation of, any
person or group of persons on account of any basis listed in subdivision (a) or (d) of Section 12955 of
the Government Code, as those bases are defined in Sections 12926, 12926.1, subdivision (m) and
paragraph (1) of subdivision (p) of Section 12955, and Section 12955.2 of the Government Code, in
the sale, Jease, sublease, transfer, use, occupancy, tenure, or enjoyment of the premises which are the
subject of this Agreement, nor shall the grantee or any person claiming under or through him or her,
establish or permit any practice or practices of discrimination or segregation with reference to the
selection, location, number, use or occupancy of tenants, lessees, subtenants, sublessees, or vendees
in the premises herein conveyed. The foregoing covenants shall run with the land.”

The covenants established in this Section 415 shall, without regard to technical
classification and designation, be binding for the benefit and in favor of Agency and its successors
and assigns, and shall remain in effect in perpetuity.

416. Regulatory Agreement and Affordability Covenants. Developer hereby agrees to
convey to Agency the Affordability Covenants, pursuant to which Developer agrees to use, own,
manage, and operate the Site in accordance with each of the terms, conditions, and restrictions set
forth in this Agreement and the Regulatory Agreement which is attached hereto as Attachment No. 3
and incorporated herein. The execution by Developer and recording against the Site of the
Regulatory Agreement is a Condition Precedent to Agency’s obligation to make the Agency Loan to
Developer, as set forth in Section 202 hereof.
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500. DEFAULT AND REMEDIES

501. Events of Default. A Default or Event of Default shall occur ynder this Agreement
when there shall be a material breach of any condition, covenant, warranty, promise or representation
contained in this Agreement and such breach shall continue for a period of thirty (30) days after
written Notice thereof to the defaulting party without the defaulting party curing such breach, or if
such breach cannot reasonably be cured within such thirty (30) day period, commencing the cure of
such breach within such thirty (30) day period and thereafier diligently proceeding to cure such
breach; provided, however, that if a different period or Notice requirement is specified for any
particular breach under any other paragraph of this Agreement, the specific provision shall control.

502.  Remedies. The parties acknowledge that Agency has made the Agency Loan to
Developer in consideration for Developer’s conveyance of the Affordability Covenants to Agency
and operation of the Project in accordance with the Regulatory Agreement and the Affordability
Covenants, and that in the event of a Default by Developer monetary damages may be an inadequate
remedy; thus the parties agree that specific performance is the appropriate remedy for an Event of
Default under this Agreement or the Regulatory Agreement by Developer. Notwithstanding the
foregoing, the occurrence of any Event of Default shall give the nondefaulting party the right to
proceed with any and all remedies set forth in this Agreement, including an action for damages, an
action or proceeding at Jaw or in equity to require the defaulting party to perform its obligations and
covenants under this Agreement and the Regulatory Agreement, to enjoin acts or things which may
be unlawful or in violation of the provisions of this Agreement or the Regulatory Agreement, of 10
compel specific performance, and the right to terminate this Agreement. In addition, the occurrence
of any Bvent of Default by Developer will relieve Agency of any obligation to perform hereunder,
including without limitation to make the Agency Loan to Developer, or if the Agency Loan Amount
has already been disbursed by Agency, an Event of Default hereunder shall permit Agency fo require
repayment of the Agency Loan Amount pursuant to the Promissory Note and the Deed of Trust.

503. Force Majeure, Subject to the party’s compliance with the Notice requirements as
set forth below, performance by either party hereunder shall not be deemed to be in Default, and all
performance and other dates specified in this Agreement shall be extended, where delays or Defavlts
are due {o causes beyond the control and without the fault of the party claiming an extension of time
to perform, which may include, without limitation, the following: war, insurrection, strikes, lockouts,
riots, floods, earthquakes, fires, assaults, acts of God, acts of the public enemy, acts of terrorism,
epidemics, quarantine restrictions, freight embargoes, lack of transportation, governmental
restrictions or priority, litigation, unusually severe weather, inability to secure necessary labor,
materials or tools, acts or omissions of the other party, or acts or failures to act of any public or
governmental entity (exoept that Agency's acts or failure to act shall not excuse performance of
Agency hereunder). An extension of the time for any such cause shall be for the period of the
enforced delay and shall commence to run from the time of the commencement of the cause, if
Notice by the party claiming such extension is sent to the other party within thirty (30) days of the
commencement of the cause.

504. Termination by Agency. In the event that, prior to disbursement of the entire
Agency Loan Amount to Developer, Agency is not in Default under this Agreement, and:

(a) One or more of the Conditions Precedent has not bsen fulfilled on or before
sixty (60) days after the date of this Agreement and such Condition Precedent is not satisfied after
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Notice and an opportunity to cure as provided in Section 501 hereof, and such failure is not caused
by Agency; or

(b))  Developer is otherwise in Default of this Agreernent and, after written Notice
of such Default has been given as provided in Qection 501, fails to cure such Default within the time
set forth in Section 501 hereof;

then this Agreement and any rights of Developer or any assignee or transferee of Developer with
respect to or arising out of this Agreement shall, at the option of Agency, be terminated by Agency
by written Notice thereof to Developer. From the date of the written Notice of termination of this’
Agreement by Agency to Developer and thereafter this Agreement shell be deemed terminated,
Agency shall not be obligated to make any further disbursements of the Agency Loan, and there shall
be no further rights or obligations between the parties, except that if Developer is in Default
hereunder Agency, after delivery of Notice and expiration of the cure period provided in Section 501
hereof, may pursue any remedies it has at law or equity; including acceleration of Developer’s
obligation to repay any portion of the Agency Loan Amount that has been disbursed by Agency as
provided in the Promissory Note and Deed of Trust.

_ 505,  Attorneys’ Fees. In addition to any other remedies provided hereunder or available
pursuant to law, if either party brings an action or proceeding to enforce, protect or establish any
right or remedy hereunder or under any of the documents executed in connection herewith, the
prevailing party shall be entitled to recover from the other party its costs of suit, including without
limitation expert witness fees and reasonable attorneys’ fees.

506. Remedies Cumrulative. No right, power, or remedy given to Agency by the terms of
this Agreement is intended to be exclusive of any other right, power, or remedy; and each and every
such right, power, or remedy shall be cumulative and in addition to every other right, powet, or
remedy given to Agency by the terms of any such instrument, or by any statute or otherwise against
Developer and any other person.

507. Waiver of Terms and Conditions. Agency may, in its sole discretion, waive in
writing any of the terms and conditions of this Agreement. Waivers of any covenant, term, or
condition contained herein shall not be construed as a waiver of any subsequent breach of the same
covenant, term, or condition.

600. GENERAL PROVISIONS
601. Time. Time is of the essence in this Agreement.

602. Notices. Any approval, disapproval, demand, document or other notice (“Notice™)
which either parly may desire to give to the other party under this Agreement must be in writing and
may be given either by (i) personal service, (ii) delivery by reputable document delivery service such
as Federal Express that provides a receipt showing date and time of delivery, or (iif) mailing in the
United States mail, certified mail, postage prepaid, return receipt requested, addressed to the address
of the party as set forth below, or at any other address as that party may later designate by Notice:
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If to Agency: Garden Grove Agency for Community Development
11222 Acacia Parkway
Garden Grove, CA 92840
Attention: Agency Director

I to Developer: Dale Apartments, LLC
16509 Brookhurst Street, Suite A
Fountain Valley, CA 92708

Aftention: Alwin Lee -{Rlease-confirm}—a_.

603. Representations and Warranties of Developer. Developer hereby represerits and
warrants to Agency as follows:

: (a) Organization. Developer fs a limited liability company validly existing, in
good standing, and qualified to do business in the State of California, and has the power and
authority to own its property and carry on its business as now being conducted.

" (®)  Authority of Developer. Developer has full power and authority to execute
and deliver this Agreement, the Promissory Note, the Deed of Trust, the Regulatory Agreement, the
Notice of Affordability Restrictions, and all other docurnents.or instruments executed and delivered,
ot to be executed and delivered, pursuant to this Agreement, and to perform and observe the terms
and provisions of all of the above.

(c) Valid Binding Agreements. This Agreement, the Promissory Note, the
Deed of Trust, the Regulatory Agreement, and all other documents or instruments which have been
executed and delivered pursvant to or in connection with this Agreement constitute or, if not yet
executed or delivered, will when so executed and delivered constitute, fegal, valid and binding
obligations of Developer enforceable against it in accordance with their respective terms.

(d) Pending Proceedings. Developer is not in default under any law or
regulation or under any order of any court, board, commission or agency whatsoever, and there are
no claims, actions, suits or proceedings pending or, to the knowledge of Developer, threatened
against or affecting Developer or the Site, at law or in equity, before or by any court, board,
commission or agency whatsoever which might, if determined adversely to Developer, materially
affect Developer’s ability to perform its obligations hereunder.

604. Limitation Upon Change in Ownership, Management and Control of Developer

_ (a) Prohibition, The identity and qualifications of Developer as an experienced
and successful operator of affordable apartment complexes are of particular concern to Agency. It is
because of this identity and these qualifications that Ageney has entered into this Agreement with
Developer. No voluntary or involuntary successor in interest of Developer shall acquire any rights or
powers under this Agreement by assignment or otherwise, nor shall Developer make any total or
partial sale, transfer, conveyance, encumbrance to secure financing, assignment or lease of the whole
or any part of the Site without the prior written approval of Agency pursuant to subparagraph ©
hereof, except as expressly set forth herein, which approval shall not be unreasonably withheld.

(b}  Permitted Transfers. Notwithstanding any other provision .of this

Agreement to the contrary, Agency approval of an assignment or transfer of this Agreement, the
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Regulatory Agreement, or conveyance of the Site or any part thereof pursuant to subparagraph (c) of
this Section 604, shall not be féquired in connection with any of the following (“Permiited
Transfers™):

(i) Subject to the restrictions of Section 400, ef seq. of this Agreement
and the Regulatory Agreement, the lease of units to qualified tenants. ‘

@in) Assignment for financing purposes, subject to such financing being
considered and approved by Agency pursuant to Section 301 hereof.

(iiiy  The removal and replacement of Developer’s general partner,
provided that the removed general partner is replaced by an affiliate with at least a 51% ownership
interest in Developer. '

() Agency Consideration of Requested Transfer. Agency agrees that it will
not unreasonably withhold approval of a request made pursuant to. this Section 604, provided -
(a) Developer delivers written Notice to Agency requesting such approval, and (b) the proposed
assignee or transferee possesses comparable operational experience and capability, and comparable
net worth and resources, as the proposed transferor or assignor, and (¢) the assignee or transferee
assumes the obligations of Developer under this Agreement and the Regulatory Agreement in a form
which is reasonably acceptable to Agency Director. Such Notice shall be accompanied by evidence
regarding the proposed assignee’s or purchaser’s qualifications and experience and its financial
commitments and resources sufficient to enable Agency to evaluate the proposed assignee or
purchaser pursuant to the criteria set forth in this Section 604(c) and other criteria as reasonably
determined by Agency. Agency shall approve or disapprove the request within thirty (30) days of its
receipt of Developer’s Notice and complete and legible copies of all information and materials
required herein,

().  Successors and Assigns. This Agreement shall run with the land, and all of
the terms, covenants and conditions of this Agreement shall be binding upon Developer and the
permitted successors and assigns of Developer. Whenever the term “Developer” is used in this
Agreement, such ferm shall include any other permitted successors and assigns as herein provided.

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

606. Relationship Between Agency and Developer. It is hereby acknowledged that the
relationship between Agency and Developer is not that of a partnership or joint venture and that
Agency and Developer shall not be deemed or construed for any purpose be the agent of the other.
Accordingly, except as expressly provided herein or in the attachments hereto, Agency shall have no
rights, powers, duties or obligations with respect to the development, operation, maintenance or
management of the Project.

607. Third Party Beneficiaries. The City and its successors and assigns shall be intended
third party beneficiaries of this Agreement. City shall have full right and ability (but no obligation)
to enforce each and every covenant and restriction in this Agreement. No other person(s) or
entity(ies) shall have any right of action hereunder.
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608. Agency Approvals and Actions. Agency shall maintain avthority of this Agreement
and the authority to implement this Agreement through Agency Director (or his duly authorized
representative). Agenoy Director {or his designee) shali have the authority to make approvals, issue
interpretations, waive provisions, make and execute further agreements and/or enter into amendments
of this Agreement on behalf of Agency so long as such actions do not materially or substantially
change the uses or development permitted on the Site, or materially or substantially add to the costs
incurred or to be incurred by Agency as specified herein, and such interpretations, waivers and/or
amendments may include extensions of fime to perform. All other material and/or substantive
interpretations, waivers, of amendments shall require the consideration, action and written consent of
the Agency.

609, Caunterpai‘ts. This Agreement may be signed in multiple counterparts which, when
signed by all parties, shall constitute a binding agreement.

610. Integration. This Agreement (including Attachment Nos. 1 through 8) contains the
entire understanding between the parties relating to the transaction contemplated by this Agreement. '
Except for the Density Bonus Housing Agreement, which shall remain in full force and effect
according to its terms, all prior or contemporancous agreements, understandings, representations and
statements, oral or written, are merged in this Agreement and shall be of no further force or effect.
Each party is entering this Agreement based solely upon the representations set forth herein and upon
each party’s own independent investi gation of any and all facts such party deems material.

611. Real Estate Brokerage Commission. Agency and Developer each represent and
warrant to the other that no broker or finder is entitied to any commission or finder’s fee in
connection with this transaction, and Developer and Agency agree 10 defend and hold harmless each
other from any claim to any such commission or fee resulting from any action on its part.

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

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

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

615. Modifications. Any alteration, change or modification of or to this Agreement, in
order to become effective, shall be made in writing and in each instance signed on behalf of each

party.

616. Severability. If any term, provision, condition or covenant of this Agreement or its
application to any party or circumstances shall be held, to any extent, invalid or unenforceable, the
remainder of this Agreement, or the application of the term, provision, condition or covenant 0

21
DOCSOC/1338762v6/022012-0311



persons or circumstances other than those as to whom or which it is held invalid or unenforceable,
shall not be affected, and shall be valid and enforceable to the fullest extent permitted by law.

617. Computation of Time. The time in which any act is to be done under this
Agreement is computed by excluding the first day and including the last day, unless the last day is a
holiday or Saturday or Sunday, and then that day is also excluded. The term “holiday” shall mean all
holidays as specified in Section 6700 and 6701 of the California Government Code. If any act is to
be done by a particular time during a day, that time shall be Pacific Time Zone time.

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

619. Time of Essence. Time is expreésiy made of the essence with respect to the
performance by Agency and Developer of each and every obligation and condition of this
Agreement,

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

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

{Signatures appear on following page.]
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the date

and year first set forth above.

ATTEST:

Kaun@in “A4ho

Agency Secretary

APPROVED AS TO FORM:

LN,

Stradling Yocca Carlson & Rauth,
Agency Counsel

DOCSOC/1338762v6/022012-0371

DEVELOPER:

DALE APARTMENTS, LLC, a California limited
liability company '

Alwin Lee, M#nager

AGENCY:

GARDEN GROVE AGENCY FOR
COMMUNITY DEVELOPMENT, a public body,

corporate and politic /&/
mr) M/

Matthew Ferti Agency Dxrect r
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ATTACHMENT NO. 1
LEGAL DESCRIPTION

That certain real property located in the City of Garden Grove, County of Orange, State of
California, described as follows:

THE WEST HALF OF THE SOUTHWEST QUARTER OF THE NORTHWEST
QUARTER OF THE SOUTHEAST QUARTER OF SECTION 36, TOWNSHIP 4 SOUTH, RANGE

11 WEST, SAN BERNARDINO BASE & MERIDIAN.

EXCEPT THE SOUTH 531.56 FEET THEREOF.

ALSO EXCEPT THE WEST 20 FEET LYING IN DALE STREET AS NOW
ESTABLISHED.

Assessor’s Parcel No. 215-091-26

Attachment No. 1-1
DOCSOC/1338762v5/022012-0311}



13,  Miaker's Wakvers. Wiaker waives any rights o require the Holder to: (a) demand
payment of synounts due known as “pre:sanunent"}, {b) give notice that amounis due bave not been
paid (known as nofice of dishonor™, and (¢} obtain an official certification of nonpayment (known

s “protest’).

14, Notice. Any notice that must be given 1o Malker under this Note shall be given by
personal delivery or by maifing it by certiffed mail addressed to Maker af the following address:

.

: or such ofher address as Maker shail direct from fime to time in writing.
Tothure of deley in giving any nofice required hereunder shall not constitute a waiver of any default
or late payment, DOT shall it change the fime for any default or payment. Any notice to Holder shall
be given by certified mail ot the address stefed above.

15, SwHceessors Bound, This Note shall be binding upon the parties hersto and their
respeciive heirs, SUCCessOrs and assigns. .

[N WITNESS WHEREOF, Maker has exgouted this Note as of the dale set forth below.

MAKER:

DALE APARTMENTS, LLC, a Celifornia limited
lizhility company :

Daied: 12 [ LS , 2009 \
Alwin Lee, Mé@er

Adtachment 140, 2-3
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reciting that they are secured by this Deed of Trust. Exhibit B is atfached hereto and incorporated
hereln by reforence.

To protect the secutity of this Deed of Trust, and with respest to the propexty above
described, Trustor expressly mnkes each and all of the agreements, and adopts and agrees o perform
;md be bound by cach snd al} of the terms and provisions set forth in subdivision A, and it is mutually
agreed that each and ail of the terms and provisions set forth in subdivision B of the fictitions deed of
trust recorded in Orange County August 17, 1964, and in all other counties Angust 18, 1964, in the
book and at the page of OFfictal Records in the ofiice of the county secorder of the county where said
propetty is iocated, noted below apposite the name of such county, namely:

couNTy | BODK PAGE ~ COUNEY BOOX. pAGE  COUNTY  BOOK  PAGE  COUNTY  FODE PAGE

[nulrwl et

Alamedn pg . 556 Einps 5% 113 Plater 1528 e Siet 3% 187
Adpint 3 1303} Loke 437 10 Plymas 166 1307 Siskiyon 506 %2
WieFasime £33 438 Lutsen 192 367 Riversiir 377E 347 Sokano 287 623
Butle 1330 513 LosAnpeies  T3ETE 54 Secsanssnto se3d 3 Sonoma 2067 427
Calaveres 185 338 Madera 1% 136 Sy Sendio 300 40F Stawishory 1970 56
Colwsz I kia Wiin 1849 322 %, Bemarding w23 %8 Suller £5% 585
Contra Coia 4684 i Matfptsa j21] #53 S, Franslsoo 4 B04 596 Tehums as57 183
Dt Norts wy 540 Wisndneine &67 9% 8, Joagein 55 283 Trinity 108 595
B Darado i 635 Mreed 1664 153 5, Latie Oblspo 1311 137 Tulane: 2530 308
Presno 5052 [ Modos 8] 93 Som Wisieor 4778 HE] Tuolerane 77 380
Ghenn 469 3 Wiomd o9 302 Santa Berbara 2065 281 Ventura 2657 737
Teumboidl it g3 homteney a5t 238 Sunta Cln 6526 664 Yol %9 6
impraisl 1188 ol Wape ok 782 Sank Onz 1638 407 Yubs 308 83
Iyt 165 72 Hevads 363 o4 Shusta fissid] 433
ot 3756 62D Crramge 1182 18 San Diego 1964 14974

Suvies 5

chatl inore to end bind the parties herelo, with respect to the property above described, Said
sments, ferms and provisions contained in said subdivisions A and B (identical in 28} courtties,
and printed on tixhibit C bereto) are, by the within reference thereto, incorporated herein and made &
part of this Deed of Trust for all purposes a8 fully ag if set forth at fength herein and Heneficiary may
gharge for & statoment regarding the obligation secured hereby, provided the charge therefor does not
excesd the magimum zHowed by law. '

The undersigned Trustor requests that a copy of any notice of defanlt and any notice of sale
hereunder be mailed 1o him/her at hig/her address hereinbefore set forth.

DALE APARTMENTS, L1.C, a Californie Hmited
siability company . ’

Alwin Lee, Mana

Astachment No. 3-2
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EXHIBIT A TO DEED OF TRUST
LEGAL DESCRIPTION

That certain real property located in the City of Garden Grove, County of Orange, State of

California, desc_ribed as follows: |

THE WEST HALF OF THE SOUTHWEST QUARTER OF THE NORTHWEST
QUARTER OF THE SOUTHEAST QUARTER OF SROTION 36, TOWNSHIP 4 SOUTH, RANGE
11 WEST, SAN BERNARDING BASE & MERIDIAN.

EXCEPT THE SOUTH 531.56 FEET THEREOF.

AL60 EXCEPT THE WEST 20 FEET LYING IN DALB STREET AS NOW

ESTARLISHED.
Assessor’s Paroel No. 215-091-26

Exhibit A fo Attachment No. 3
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payable upon & Transfer will not constitote watver of the right to exetcise this option in the
event of any subsequent Transfer.

5. SURORDINATION. This Deed of Trust and the Affordability Covenants set forth in that
certain Regolatory Agreement with Affordability Covenants dated and recorded concurrently
herewith in fhe Official Records of Orange County, California, may be subordinated the
lien of Trustor’s institutional permanent joan for the Project; provided, the Agency and such.
sepior lender shall have entered into a subordinetion agreement in form and content
reasonably acceptable to the Agency Director and Agency legal cotmsel, which subordination
agreement conforms fo the requirements of Section 303 of the Agreement. Notwithstanding
the foregoing, in no ovent shall the affordability covenants or other requirements set forth in
that certain Density Bonus Housing Agreement by and between the Agency and Truskor,
dated as of , 2009, and recorded against the Property in the Official Records of
Orange County, California, as Instrument No. oD , 20 be
subordinaged to the lien of any morgags. deed of trost, or other lien against the Property.

DALE APARTMENTS, LLC, 2 California limited
tability compamy

Alwin Lo, Managet

Exhibit B fo Attachment No. 3
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EXHIBIT C TO DEED OF TRUST

DO NOT RECORD

The following is a copy of Subdivisions A and B of the fictitious Deed of Trust recorded in
ench county in Califormia as stated in the foregoing Deed of Trust and incorporated by reference in
sa1d Deed of Trust as being a part thereof as i set forth at length therein.

A To protect the security of this Deed of Trust, Trustor agrees:

(1y  To keep said property in good condition and repair; not o remove or
demolish any building thereor; 1o complets or restore promptly and in good and workmanlike
marmer any building which may be constructed, damaged ot destroyed thereon and to pay when due
o1 claims for labor performed and materials rurnished therefor; to comply with all laws affecting said
property or requiring any alterations or improvements 10 be made thereon; pot to commit or permit
waste thereofs not to commit, suffer or permit any act upon said property in violation of law; to
cultivate irfigate, fertilize, fumigate, prune and do all other acts which from the character or use of
said property may be reasonably necessary, the specific enumerations herein not excluding the

general.

)  To provide, maintain and deliver to Beneficlary fire insurance satisfactory to
and with Toss payable to Beneficiary. The amount collected under any fire or other insurance policy
may be applied by Bepeficiary upon any indebtedness secured hereby and in such order as
Reneficiary may determine, or af 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 defauit or
notice of default hereunder or imvalidate any act done pursuant 1o such notice.

(3)  To sppear in and defend any action or proceeding purporting to affect the
security hereof or the rights or powers of Beneficiary ot Trustee; and fo pay all costs and expenses,
incinding cost of evidence of title and attorneys’ fees in a reasonable sum, in any such action or
procesding m which Beneficiary or Trustee may appear, and in sny suit brought by Beneficiary to
foreclose this Deed.

‘ (4)  To pay at least ten days before delinquency all taxes and assessments
offecting said property, including assessments 08 appurienant water stock; when due, ali
encumbrances, chargss and Lens, with interest, on said property or any part thereof, which appear to
be prior or superior hereto; all costs, fees and expenses of this trust.

Should Trustor fail to make any payment or to do any sct as herein provided, then

Beneficiary or Trustee, but without obligation so to do and without notice o or demand upon Trustor
and without releasing Trustor from any obligation thereof, may: make or do the same in such
mpanner and fo such extent as either may deem necessary to protect the security hereof, Beneficiary or

- Trustee being authorized to enier wpon said property for such purposes; appear in and defend any
action or proceeding purporting to affect the security hereof or the rights or powers of Beneficiary ot
Trustee; pay, purchase, contest O COIMPIOMISE any encumbrance, charge or lien which in the
judgment of either appears to be prior oz supetior hereto; end, in exercising any such powers, pay

necessary sxpenses, employ counsel and pay hisfher reasonable fecs.
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()] To Pay immediately and without demand all sums 5o expended by
Beneficiary or Trustes, with interest from, date of expenditure at the amount allowed by law in effect
at the date hereof, and to pay for any statement provided for by law in effect at the date hereof
regarding the obligation secured hereby any amount demanded by the Beneficiary not to exceed the
raayinium allowed by law at the time when said statement is demanded. o

B. Tt is mutually agreed:

I That any award of darages in connestion with any condemnation for public
use of or injury to said property or amy part thereof is hereby assigned and shall be paid to
Beneficiary who may apply ot release such monies received by him in the same manner and with.the
came effoct as above provided for disposition of proceeds of fire or other insurance. )

@) That by actepting payment of amy sum secured hereby after its due date,
Beneficiary does not waive hisfher right either fo require prompt payment when due of all other sums
so seoured or to declare defavit for failure so to pay.

€3] That at any time or from time to time, without Hability therefor and without
notice, upon written request of Beneficiary and presentation of this Deed and said note for
endorsement, and without affecting the persopal liability of any person for payment of the
indebtedness scoured hereby, Trustce may: recomvey any part of said property; consent 10 the
meking of any map or plat thereof] join in granting eny easement thereom; or join in any extension
agreement or any agreement subordinating the lien or charge hereof.

. (4)  That upon written request of Beneficiary stating that all sums secured hereby
have been paid, and wpon surrender of this Deed and said note to Trustee for cancellation and
retention or other disposition as Trustee in jts sole discretion may choose and upon peyment of its
fees, Trustee shall reconvey, without waranty, the property then held bereunder. The recitals in such
reconveyance of any matters or facts shall be conclusive proof of the truthfulness thereof. The
Grantee in such reconveyence may be described as “the person or persons legaily entitled thereto.”

5) That as additionzl security, Trustor hereby gives to and confers upon
Beneficiary the right, power and authority, during the continuance of these Trusts, to collect the
renits, issues and profits of said property, reserving unto Trustor the right, prior to any defauvlt by
Trustor in payment of any indebtedness secured hereby or in performance of any agreement
hereunder, to collect and retain such rents, issues and profits as they become due and payable. Upon
any such default, Beneficiary may at any time without notice, either in person, by agent, or by 2
receiver 1o be appointed by a court, and without regard to the adequacy of any security for the
indebiedness hereby secured, enter upon and take possession of said property or any part thereof, in
his/her own name 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
reasoneble attorneys’ fees, upon any indebtedness secured hereby, and in such order as Beneficiary
may determine. The entering upon and taking possession of said property, the collection of such
rents, issues and profits and the application thereof as aforesaid, shall not cure or waive any default
or nofice of default hereunder or invalidate any act done pursuant £ such notice.

(6)  That upon default Trustor in payment of any indebtedness secured hereby or
in performance of any agreement hereunder, Beneficlary may declare all sums secured hereby
immediately due and payable by delivery to Trustee of written declaration of default and demand for
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sale and of wiitten notice of default and of election to cause to be sold said property, which notice
Trustee shall cause to be filed for cecord. Beneficiary also shall deposit with Trustee this Deed, said
note and 21l documents evidencing expenditures secured hereby.

Adfter the lapse of such time as may then be required by law following the recordation
of said notice of default, and notice of sale having been given as then required by law, Trustes,
without demand on Trustor, shall sell said property at the time and place fixed by it in said notice of
sale, either ag 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 postpone sale of all or any portion of said property by public announcement at such time and
place of sale, and Fom time o fime thereafiet may postpone such sale by public anpouncement af the
time fixed by the preceding postponement. Trustee shall deliver to such 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 ot facts shall be conclusive proof of the trathfulness thereof. Any
person, including Trustor, Trustes, or Reneficiary as hereinafier defined, may purchase at such sale.

After deducting all costs, fees and expenses of Trustee and of this Trust, incleding
cost of evidence of title in connection with sale, Trastee shall apply the proceeds of sale fo payment
of all sums expended under the texms hereof, not then repaid, with acorned interest at the amount
allowed by Jaw in effect at the date hereoF: all other sums then secured hereby; and the remainder, if
any, to the person OF persons legally entitled thereto.

. ) Beneficiary, or any Successor in ownership of any indebtedness secured
" hereby, may from time to time, by instrument in writing, substifule a sucCessot or 5UCCESsors 10 any
Trustee named herein or acting hereunder, which instrument, executed by the Beneficiary and duly
acknowledged and recorded in the office. of the recorder of the county or counties where said
property is situated, shall be conclusive proof of proper substitution of such successor Trustee or
Trusiees, who shall, without conveyance from the Trostes predecessor, succeed to all its title, estate,
rights, powers and duties. Said instrument must contain the name of the original Trustor, Trustee and
Beneficiary hereunder, the book and page where this Deed is recorded and the name and address of

the new Trustee.

(8) That this Deed applies to, inures to the benefit of, and binds all parires herefo,
sheir heirs, legatees, devisces, administrators, execufors, SLCCESS0TE and sssigns. The term
Beneficiary shball mean the owner and holder, including pledgees, of the note secured hereby,
whether or not named as Beneficiary hereip. In this Deed, whenever the context so reguires, the
masculine gender includes the feminine andior neuter, and the singular number includes the ploral.

(9)  That Trustee accepts this Trust when this Deed, duly executed and
acknowledged, is made a public record as provided by law. Trustee is pot obligated to notify any
‘party hereto of pending sale under any other Deed of Trust or of any action or proceeding in which
Trustor, Beneficiary or Trustee shatl be a party unless brought by Trustec.
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ATTACAMENT NO. 4

RECORDING REQUESTED BY AND
WHEN RECORDED MAIL TO:

Garden Grove Agency for Community
Development

11222 Acacia Parkway

Garden, Grove, California 02340

Attention: Agency Director

SPACE ABOVE THIS LINE FOR RECORDER'S USE
is dosument s exempt fron the payment of & recording fee
pursuant fo Goverament Code Section 27383.)

NOTICE OF A¥KF ORDABILITY RESTRICTIONS ON
TRANSFER OF PROPERTY

This NOTICE OF AFFORDABILITY RESTRICTIONS ON
TRANSFER OF PROPERTY (“Notice of Affordability Restrictions™) is
executed and recorded pursuant to Section 23334.3(D(3)B) of the California
Iiealth and Safety Code as amended by AB 987, Chapter 690, Statutes of 2007
(herein, “Chapier 690™), and affects that certain property described in Bxhibit A

hereto (“Site”).

1. The Garden Grove Agency for Community Development (“Agency”)
and Dale Apartments, LLC (“Developer”) bave previously entered into an
Affordable Housing Agréement dated as of , 2010 (“AHA™). The
AHA provides for affordability restrictions and restrictions on the transfer of the
Site, as more particularly set forth in the AHA. A copy of the AHA is on file with
Agency as a public record and is deemed incorporated herein. Reference is made
to the AHA with regard to the complete text of the provisions of such agreement
which provides for affordability restrictions and restrictions on the transfer of the

Site.

2. The AHA provides for Developer to (a) construct 25 rental dwelling
anits at the Site and (b) rent a specified number of such dwelling units to
households of limited income, paying an affordable rent; such restrictions are set
forth at greater length in 2 document entitled the Regulatory Agreement with
Affordability Covenants, substantially in the form of Attachment No. 5 to the
AHA, which has been entered into by and between Agency and Developer, and
which is expected to be recorded substantially concurrenily herewith among the
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official land records of the County of Orange. The Regulatory Agreement and the
AHA are deemed to be incorporated herein by reference. '

21. The Regulatory Agreement sets forth the following
affordability restrictions and restrictions on transfer of the Site:

«1, Use of Project. All uses conducted on the Site,
including, without limitation, all activities undertaken by
the Developer pursuant to this Regulatory Agreement and
the AHA, shall conform to all applicable provisions of
the Garden Grove Municipal Code and other applicable
federal, state, and local laws, roles, and regulations. The
Project shall at all times during the term of this
Regulatory Agreement be used as an apartment complex
and none of the Housing Units in the Project shall at any
time be utilized on a transient basis, nor shall the Site or
any portion thereof ever be used as a hotel, motel,
dormitory, fraternity or sorority house, roOMIng house,
hospital, nursing home, sanitarium. or rest home, or be
converted to condominiura ownetship. . All of the
comumunity facilities and any social programs provided to
the Project’s residents shall he available at all times on an
equal, non-discriminatory basis 1o residents of all
Housing Units at the Project.

gy, (ccupancy Limits. The maximum occupancy for
each Housing Unit shail not excesd five (5) persons per
Housing Unit, constituting two persens per. bedroom,
plus one.

«y  Affordable Units

«q. Affordable Units. Developer hereby agrees to
make available, restrict occupancy 1o, and rent six (6) of
the Housing Units at the Project to Lower Income
Households at an Affordable Rent throughout the entire
Affordability Period. The six (6) Affordable Units shall
be “floating” units that are not permanently designated;
however, at no time shall all six (6) Affordable Units be
congregated to a certain section of the Project.
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“3) A tepant who qualifies as a Lower Income

" Household at the time he or she first occupies an
Affordeble Unit shall be deemed to comtinue to be so
qualified until such time as a recertification of such
dividual’s or household’s income in accordance with

© Qection 8 below demonstrates that such individual or
household no longer qualifies as a Lower Income
Household. Moreover, a unit previously occupied by a
Lower Income Household and then vacated shall be
considered occupied by such Lower Income Household
antil reoccupied, other than for a temporary period, at
which fime the character of the umit shall be re-
determined. In no event shall such temporary period
exceed thirty-one (31) days.

“(ii) At such time as a tenant oceupying an Affordable
Unit ceases to qualify as a Lower Income Household, the
unit occupied by such tepant shall cease to be an
Affordable Unit. Developer shall replace each such
Affordable Unit by designating the next available unit
and any necessary units thereafier as an Affordable Unit.
For purposes of this Regulatory Agreement, such
designated unit will be considered an Affordable Unit if
it is held vacant and available for occupancy by a Lower
fncome Household and, upon occupancy, the income
eligibility of the tenant as a Lower Tncome Household is
verified and the tenant pays an Affordable Rent.

“(iii) In the event a tenant household occupying an
Affordable Unit initially qualifies as a Lower Income
Eousehold but the income of such household mcreases,
such increase shall not be deemed to result in a violation
of the restrictions of this Regulatory Agreement
copcerning limitations upon income of occupants,
provided that the occupancy by such household is for a
reasonable time of not to exceed one year (measured
from the time the income of the household ceases to
qualify as a Lower Income Household), at which time the
Housing Unit shall cease to be an Affordable Unit and
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the provisions of the immediately preceding peragraph
shall apply. '

“b.  Definitions.

“(j) Affordability Perfod. As used herein,
«Affordabilify Period” means a term of fifty-five (55)
years from the date the final certificate of occupancy is
issued for the Project.

“() Affordable Rent. As used herein, Affordable
Rent means an affordable rent for Lower Income
Households, as defined in California Health and Safety
Code Section 50053. For Lower Income Households
~whose gross incomes exceed the maximum income for
very low income households (as defined in Health and
Safety Code Section 50105), Affordsble Rent means the
product of thirty (3 0) percent times sixty (60) percent of
the Area Median Income for Orange County adjusted for -
family size appropriate for the unit. All of the Housing
Units shall be two (2) bedroom units; thus, solely for
purposes of calculating Affordable Rent pursuant to this
Regulatory Agreement, & “family size appropriate to the
unit” shall be three persons.

“For purposes of this Regulatory Agreement, “Affordable
Rent” means the total of monthly payments for (a) use
‘and occupancy of each Affordable Unit and land and
facilities associated therewith, (b) any separately charged -
fees or service charges assessed by Developer winch are
required of all tenants, other than security depesits, (¢) a
reasonable allowance for an adequate level of service of
afilities not included in (a) or (b) above, including
garbage collection, sewer, water, electricity, gas and
other heating, cooking and refrigeration fuels, but not
including telephone service, and (d) possessory interest,
taxes or other fees or charges assessed for use of the land
and facilities associated therewith by a public or private -
entity other than Developer. Tn the event that all ufility
charges are paid by the landlord rather than the tenant, no
utility allowance shall be deducted from the rent.
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“(iiy Lower Income Houschold. As used berein,
-« gwer Income Household” has the meaning set forth in
California Health and Safety Code Section 50079.5.

[£4

e

«g, Selection of Tenanfs. Developer shall be
responsible for the selection of tenants for the Housing
Uhits in compliance with lawfil and reasonable criteria
and the requirements of this Regulatory Agreement. A
reasonable preference in the leasing of the Housing Units
shall be given as follows:

- *(3) Fast, fo prospective tenants who have been
displaced by Agency’s redevelopment activities in the

" implementation of the Agency’s Redevelopment Plam, to
the extent authorized by applicable federal, state or local
laws or regulations;

“(ii) Second, to prospective fenants on the Garden
Grove Housing Authority’s Section & Housing Vouchers
waiting list and Affordable Housing waiting list; and

“(iii) Third, to prospective tenants that live or work in
the City.

“prior to the rental or lease of an Affordable Unit to a
tenant, Developer shall require the tenant fo execute a
written lease and to complete a Tenant Income
Verification Form (in substantially the form attached to
the AHA as Attachment No. 7) certifying that the
tenant(s) ooccupying the Affordable Unit is/fare a Lower
Income Household and otherwise meei(s) the eligibility
requirements established for the Affordable Unit.
Developer shall verify the income of the tenant(s) as set
forth in Section 8 below.

«j  Provisions regarding Section 8§ Vouchers.
Developer shall accept as tenants on the same basis as all
other prospective tenants, persons who are recipients of
foderal certificates for remt subsidies pursuant to the
existing program under Section § of the United States
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Housing Act of 1937, or its successor; provided,
Developer shall not rent one of the Affordable Units to a
tenant holding a Section 8 certificate unless none of the
Housing Units not restricted to occupancy by Lower
Income Households purstant o this Regulatory
Agreement are available. If the only available Housing
Uit is an Affordable Unit, Developer shall no longer
designate the Apartment Unit rented to a tenant holding a
Section 8 certificate as an Affordsble Unit, shall
designate the next-available Housing Unit as an
Affordable Unit, and shall make available, restrict
occupancy to, and rent such newly designated Affordable
{lnit to a Lower Income Household at an Affordable Rent
pursuant to this Regulatory Agreement, such that at all
times reasonably possible six (6) of the Housing Units at
the Project shall be Affordable Units not occupied by
tenants holding Section 8 certificates. If and to the extent
the foregoing restrictions conflict with the provisions of
Section & of the United States Housing Act of 1937 or
any rules or regulations promulgated thereunder, the
provisions of Section 3 of the United States Housing Act
of 1937 and all implementing rules and regulations
‘heroto shall control. Developer shall not apply selection
crteria to Section & certificate holders which are more
burdensome than criteria applied to any other prospective

tenants.”

3. The restrictions contained in the Regulatory Agreement expire
fifty-five (55) years following the date the final certificate of occupancy is
recorded for the Project.  The Regulatory Agreement is being submitted for
recordation contemporaneously with fhis Notice of Affordability Restrictions.

4. The conrmonly known address for the Site is 12632 Dale Street n the
City of Garden Grove.

5 The assessor’s parcel nurnber for the Site is: 215-091-26; such
number is subject to change.

6.  The legal description for the Sife is attached hereto as Exhibit A and is
incorporated herein by reference,
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7. The Regulatory Agreement; which includes the affordability
restrictions referenced above, 18 expected to be submitted for recordation in the
Office of the Orange County Recorder contemporaneously with this Notice of
Affordability Restrictions.

8. This Notice of Affordability Restrictions is intended merely fo satisfy
the requirements of Chapter 690. The AHA and the Regulatory Agreement both
remain in full force and offect and are not amended or altered in any manner
whatsoever by this Notice of Affordability Restrictions.

9.  Capitalized terms shall have the meaning established under the AHA
(including all Attachments thereto) excepting only to the extent as otherwise
expressly provided under this Notice of Affordability Restrictions.

{0. Persons having questions regarding this Notice of Affordability
Restrictions, the AHA or the Attachments thereto (including the Regulatory
~ Agreement) should contact Agency at its offices (11222 Acacia Parkway, Garden
_Grove, or such other address as may be designated by Agency from time fo time).

[Signatures appear 0B following page-]
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A————

DEVELOPER:

DALE APARTMENTS, LLC, a California
imited lability compaty

N\

Alwin Lee%anagar

AGENCY:
GARDEN GROVE AGENCY FOR

COMMUNITY PEVELOPMENT, 2
public body, corpotate and politic

Matthew Fertal, Agency Director

ATTEST:

ngncy Secretary

APPROVED AS TO FORM:

Siradling Yocca Carlson & Rauth,
Agency Counsel
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EXHIBIT A TO ATTACHMENT NO. 4
LEGAL DESCRIPTION

That certain real property located in the City of Garden Grove, County of

Orange, State of California, described as follows:
TBZE WEST HALF OF THE SOUTHWEST QUARTER OF THE

R OF THE SOUTHEAST QUARTER OF SECTION 36,

NORTHWEST QUARTE
TOWNSHIP 4 SOUTH, RANGE 11 WEST, SAN BERNARDINO BASE &

MERIDIAN.
EXCEPT THR SOUTH 531.56 FEET THEREOE.

ALSO EXCEPT THB WEST 20 FEET LYING IN DALE STREET AS

NOW ESTABLISHED.
Assessor’s Parcel No. 215-091-26
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ATTACHMENT NO.5

RECORDING REQUESTED BY AND
WHEN RECORDED MAIL TO:

Garden Grove Agency for Community
Development

11222 Acacia Parkway

Garden Grove, California 92840

Attention: Agency Director

SPACE ABOVE IBIS LINE FOR RECORDER'S USE
{This dotument i exempl from the payment of 2 revording fee
pursnent fo Government Code Seotion 27383.)

REGﬁLATORY AGREEMENT
WITH AFFORDABILITY COVENANTS

This REGULATORY AGREEMENT WITH AFFORDABILITY COVENANES
(“Regulatory Aprecment”) is entered ipto as of , 2010, by and between the GARDEN
CROVE AGENCY FOR COMMUNITY DEVELOPMENT, a public body, corporate and politic
(*Agency™), and DALE APARTMENTS, LLC, = California  limited liability company
(“Developer”).

RECITALS

A. Developer owns approximately 38,629 square feet of real. property in the City of
Garden Grove (“City”™), generally focated at 12632 Dale Street, Garden Grove, California, Assessor’s
Parcel Number 215-091-26, as more particularly described in the Legal Description attached hereto
ag Fxhibit A and incorporated herein by reference (“Site”).

B. Developer desites to develop and operate an apartment complex on the Site
(“Project”), consisting of twenty-five (25) apartment units (each, a “Housing Unif”).

C. The Project Is subject to that certain Density Bonus Housing Agreement between

‘Developer and the Cify dated as of , 2010 and recorded against the Site in the Official
Records of Orange County, Califormia on | , 20} as Instrument No. | I

The Density Bonus Housing Agreement requires Developer t0 make available, restrict occupancy 1o,
and rent 5ix (6) of the Housing Units fo Lower Income Households at an Affordable Rent for a term

of not less faan thirty (30) years.

D. Developer and Agency have entered into an Affordable Housing Agreemert dated as
of , 2010 (“AHA™). Subject fo the terms and conditions of the AHA, Developer has
agreed 1o cORVEY certain Affordability Covenants to Agency which Affordability Covenants are set
forth in this Regulatory Agreement, including the covenant to make available, restrict cccupancy to,
and rent six (6) of the Housing Units to 1 ower Incore Houscholds at an Affordable Rent throughout
the Affordability Period (as those terms are defined below). All capitalized terms used herein and
not otherwise defined shall have the meanings set forth in the AHA.
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. E This Regulatory Agreement sefs forth the Affordsbility Covenants conveyed o
Ageney by Developer parsuant to the AHA and in consideration of Agency’s agreement to make the
Agency Loan to Developer. The execution and recording of this Regulatory Agreement by
Developer is a requirement of the AHA and a Condition Precedent to Agency’s obligation to make

the Agency Loan to Developer.

NOW, THEREFORE, in consideration of the mutual promises, covenants, and agreements
set forth herein, the parties herefo agree a5 follows:

1. Use of Project. All uses conducted on the Site, including, without limitation, all
activities undertaken by the Developer pursuant to this Regulatory Agreement and the AHA, shall
conform 1o all applicable provisions of the Garden Grove Municipal Code and other applicable
federal, state, and Jocal laws, rules, and regulations. The Project shall at all times during the term of
his Regulatory Agreement be used as an apartment complex and none of the Housing Units in the
. Project shall at any time be utilized on a transient basis, nor shall the Site er any portion thereof ever
be used as a hotel, motel, dormitory, fraternity ot sorority house, rooming house, hospital, nursiag
home, sapitariurn or rest home, or be converted to condominium ownership. Ali of the community
Facilities and any social programs provided fo the Project’s residents shall be available at all times on
an equal, non-giscriminatory basis to residents of all Housing Units at the Project.

a. Occupancy Limits, The maximum oceupancy for each Housing Unit shall
not exceed five (5) persons per Housing Unit, constituting two persons per bedroom, plus one.

2. Affordable Units

a. Affordable Units. Developer hereby agrees to make available, restrict
oceupancy fo, and rent six (6) of the Housing Tinits at the Project to Lower Income Households at an
Affordable Rent throughout the entire Affordability Period. The six (6) Affordable Units shall be
“floating” units that are not permanently designated; however, at no time shail all six (6) Affordable
Units be congregated to a certain section of the Project.

@ A tenant who qualifies as 2 Lower Income Household at the time he
or she first occupies an Affordable Unit shall be deemed to continue fo be so qualified until such time
as o recertification of such individual’s or household’s income in accordance with Section & below
demonstrates that such individual or housebold no longer qualifies as a Lower Income HBousehold.
Moreover, a unit previously occupied by a Lower Income Household and then vacated shell be
considered occupied by such Lower Income Household until reoccupied, other than for a temporary
period, at which time the character of the upnit shall be re-determined.  In no event shall such

temporary period exceed thirty-one (31) days.

(i) At such fime as a fenant occupying an Affordable Unit ceases fo ~
qualify as a Lower Income Household, the unit ocoupied by such tenant shall cease o be an
Affordable Unit. Developer shall replace each such Affordable Unit by designating the next
svailable unit and any necessary Umits thereafter as an Affordsble Unit. For purposes of this
Regulatory Agreement, such designated unit will be considered an Affordable Unit if it is held vacant
and available for occupancy by a Lower fncome Household and, upon occupancy, the income
eligibility of the tenant as & Tower Income Household is verified and the tepant pays an Affordable

Rent.
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(iii)  Inthe eventa tenant household occupying an Affordable Unit initially
qualifies as a Lower Income Household but the income of such household increases, such increase
shall not be deemmed to result in a violation of the restrdctions of this Regulatory Agreement
concerning limitations upon. income of occupants, provided that the occupancy by such household is
for a reasonable firme of not to exceed one year (measured from the time the income of the household
ceases to qualify as a Lower Income Household), at which time the Housing Unit shall cease to be an
Affordable Unit and the provisions of the immediately preceding paragraph shall apply.

b. Definitions.

o Affordability Period. As used herein, “Affordability Period” means a
serm of fifty-five (55) years from the date the final certificate of occupancy is issued for the Project.

(iD) Affordable Rept. As used herein, Affordable Rent means an
affordzble rent for Lower Income Households, as defined in California Health and Safety Code
Section 50053, For Lower Income Houscholds whose gross incomes exceed the maximum jncome
for very low income households (as defined in Health and Sefety Code Section 50105), Affordable
Rent means the product of thirty (30) percent times sixty (60} percent of the Area Median Income for
Orange County adjusted for family size appropriate for the unit.  All of the Housing Units shall be
two (2) bedroom units; thus, solely for purposes of calculating AHD dsble Rent pursuant to this
Regulztory Agreement, 2 “family size appropriate the tmit” shall be'thres persons.

For purposes of this Regulatory Agreement, “Affordable Rent” means the
total of monthly payments for (2) use and oceupancy of each Affordable Unit and land and facilities
associated therewith, (b) any separately charged fees or service charges assessed by Developer which
are required of ali tenants, other than security deposits, {c) a reasonable allowance for an adequate
level of service of utilities not inchuded in {a) or (b} above, including garbage collection, sewer,
water, electricity, gas and other heafing, cooking and refrigeration foels, but not including telephone
service, and (d) possessory inferest, taxes or other fees or charges assessed for nse of the fand and
facilities assosiated therewith by a public or private entity other than Developer. In the event that afl
utility charges are paid by the 1andlord rather than the tenant, no utility allowance shall be deducied

from the rent.

(iiiy Lewer Income Household.  As used herein, “Lower Income
Household” has the meaning set forth in California Health and Safety Code Section 50079.5.

3. Maintenance. Developer shall rnaintain or cause to be malntained the interior and
exterior of the Project and the Site in a2 decent, safe and sanitary manner, and in accordance with the
standard of maistenance of first class raultifamnily renta) apartment complexes within Orange County.
If &t any time Developer fails to maintain the Project or the Site in accordance with this Regulatory
Agreement and such condition is not corrected within five days after written notice from Agency
with, respect to greffiti, debrls, and waste material, or thirty days after written notice from Agency
with respect to general maintenance, Jandscaping and building improvements, then Agency, in
addition fo whatever remedy it may have at Jaw or at equity, shall bave the right to enter upon the
applicable portion of the Project or the Site and perform all acts and work necessary to protect,
maintain, and preserve the Project and the Site, and to aftach a lien upon the Site, or fo assess the
Site, in the amount of the expenditures arising from such acts and work of protection, maintenance,
and preservation by Agency andior costs of such cure, including a reasonable administrative charge,
which amount shall be promptly paid by Developer to Agency upon demand.
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4, Warkefing Program. Each Affordable Unit shall be leased to Lower Income
Eouseholds selected by Developer who meet all of the requirements provided herein. Developer
shall prepare and cbtain Agency's approval, which approval shall not be unreasonably withheld, of a
marketing program for the leasing of the Housing Units af the Project ("Marketing Program™). The
leasing of the Housing Units shall thereafter be marketed in accordance with the Marketing Program
as the same may be amended from time to time with Agency’s prior wiitten approval, which
approval shall not unreasonably be withheld. Developer shall provide Agency with periodic reports
with respect to the leasing of the Housing Units in accordance with Sections 8 and 9.

5. Management Plan. Developer shall submit for the reasonable approval of Agency a
“Management Plan” which sefs forth in detail Developer’s property management duties, a fenant
selection process in socordance with this Regulatory Agreement, 2 securify systein and crime
prevention program, the procedures for the collection of rent, the procedures for eviction of fenants,
the rules and regulations of the Site and mannex of enforcement, a standard lease form, an operating
budget, the identity of the professional property management company 10 be contracted with to
provide propetty management services at the Site (“Property Manager™), and other matters relevant
to the mansgement of the Site. The Management Plan shall require Developer to adhere to a fair
Jease and grievance procedure. The management of the Site shall be in compliance with the

Management Plan as approved by Agency.

If Agency determines that the performance of the Property Manager is deficient based upon
the standards set forth in the approved Management Plan and in this Regulatory Agreement, Agency
shall provide notice o Developer of such deficiencies and Developer shall use its best efiforts to
correct such deficiencies. Tn the event that such deficiencies have not been cured within the thme set
forth in Section 501 of the AHA, Agency shall have the right fo require Developer to irnmediately
remove and replace the Property Manager with another property manager Of property management
corapany which is reasonably acceptable fo the Agency Director, which is not related to or affiliated
with Developer, and which has not less than five (5) years experience in property management,
including significant experience managing rental housing facilities of the size, quality and scope of

the Project.

6. . Selection of Tenants. Developer shall be responsible for the selection of tenants for
the Housing Units in compliznce with Jawful and reasonable criteria and the requirements of this
Regulatory Agreement. A reasonable preferences in the leasing of the Housing Units shail be given as

follows:

1) First, to prospective tenants who have been displaced by Agency's
redevelopment activities in the implementation of the Agency’s Redevelopment Plan, to the extent
authorized by applicable federal, state or local Jaws or regulations;

(i)  Second, to prospective tepants oo the Garden Grove Housing Authority’s
Section § Housing Vouchers waiting Yist and Affordable Housing waiting list; and

(iif)y  Third, to prospective tenants that live or work in the City.

Prior to the rental or lease of an Affordable Unit to a tenant, Developer shall require the
tenant to execute a written lease and to complete a Tenant Income Vedfication Form (in substantially
she fomm attached fo the AHA as Attachment No. 7) certifying that the tenant(s) occupying the
Affordable Unit is/are a Lower Income Household and otherwise meet(s) the eligibility requirements
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established for the Affordable Unit. Developer shall verify the income of the tenani(s) as set forth in
Section 8 below,

7. Provisions regarding Section 8 Vouchers. Developer shall accept as tenants on the
same basis as all other prospective fepants, persons who are recipients of federal certificates for rent
subsidies pursuant to the existing program ander Section 8 of the United States Housing Act of 1937,
or its successor; provided, Developer shall not rent one of the Affordable Units fo a tenant holding a
Section 8 cerfificate unless none of the Housing Units not restricted to occupancy by Lower Income
Households pursuant to this Regulatory Agreement are available. If the only available Housing Unit
is an Affordable Unit, Developer shall no fonger desigpate the Apariment Unit rented to a tenant
holding a Section 8 certificate as an Affordable Unit, shall designate the next-available Housing Unit
as an Affordable Unit, and shall make available, restrict occupancy to, and rent such newly
designated Affordable Unit fo a Lower Income Household af an Affordable Rent pursuant to this
Regulatory Agreement, such that at a1l times reasonably possible six (6) of the Housing Units at the
Project shall be Affordable Units not occupied by tenants holding Section 8 certificates. Ifand to the
extent the foregoing restrictions conflict with the provisions of Section 8 of the Ugited States
Housing Act of 1937 or eny rules or regulations promulgated thereunder, the provisions of Section 8
of the United States Housing Act of 1937 and all implementing rules and regulations thereto shall
control. Developer shall not apply selection exiteria to Section 8 certificate holders, which are more

burdensome than criteria applied to any other prospective fenants.

8. Income Verification and Certification. Following the initial lease-up of the
Project, and anpually thereafter throughont the Affordability Period, Developer shall submit to
Agency, at Developer’s expense, 2 summary of the income, household size and rent payable by each
of the tenants of the Affordable Units. At Agency's request, Developer shall provide to Agency
completed income computation and certification forms, in substantielly the form of the Tenpant
Income Verification Form stfached to the ATA as Attachment No. 7 or such other form ag may
" reasonably be requested by Agency, for any Lower Income Households renting the Affordable Units
at the Project. Developer shall obtain, or shall cause o be obtained by the Property Manager, a
certification from each household leasing an Affordable Unit demonstrating that such household
meets the applicable income requirements and eligibility requirements established for a Lower
income Household renting such Affordable Unit. Developer shall verify, or shall cause the Property
Manager to verify, the income certification of the Lower Income Household.

9. Monitoring and Recordkeeping. Throughout the Affordability Period, Developer
shall comply with all applicable recordkeeping and monitoring requirements set forth in California
Heath and Safety Code Section 33418 and shall anmally complete and submit to Agency a
Ceriification of Continaing Program Compliance in the form provided by Agency. Representatives
of Agency shall be entitled to enter the Site, upon at least thirty-six (36) hours notice, to monjtor
compliance with this Regulatory Agreement, and shall be entitled fo inspect the records of the Project
and to conduct an independent andit or inspection of such records at a Jocation within the City that is
reasonably accepteble to the Agency Director. Developer agrees to cooperate with Agency in
maling the Site and the records of the Project available for such mspection or audit, Developer
agrees to maintain records for the Project in a businesslike mannex, and fo mainain such records
throughout the Affordabiiity Period. Agency relies upon the information contained in reports
submiteed by Developer to satisfy its own reporting requirements pursuant to Sections 33080 and
33080.1 of the California Health and Safety Code. In the event the Participant fails to submit to
Agency or its designee the certification as required by this Section, the Participant shall be in Defauit

under this Regulatory Agreement.
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10.  Insuraumce Reguirements. Developer shali take out and maintain a fire and property
damage insorance policy in the fisll replacement amount of the Project. Developer shall also furnish
or canse o be furnished fo Agency evidence satisfactory to Agency that Developer carries workers’
compensation nsurance as required by law. Developer shall fumish 2 certificate of insurance
countersigned by an authorized agent of the insurance carrier sefting forth the general provisions of
the insurance coverage. The sertificate shall contain a statement of obligation on the pa:t' of the
carrier fo notify Agency of any material change, canceliation oF termination of the coverage at least
thirty (30) days in edvance of the effective date of any such material change, cancellation or
tormination. All policies shall be written by good and solvent insurers gualified to do business in
California and reasonably acceptable to Agency Director. Agency and City shall be pamed as

additional msureds on all policies required by this Regulatory Agreement.

il Indemnity. Developer shall, at Hs expense, defend (with counsel acceptable to
Agency), indemnify, and hold harmless Agency, City, and their officers, agents, employees and
representatives from any and all losses, Liabilities, clahms, lawsuits, causes of action, judgments,
settlernents, court COsts, attorneys’ fees, expert witness fees, and other legal expenses, COSts of
evidence of title, costs of evidence of velue, and other damages of whatsoever nature arising out of ot
in connection with, or relating in any manner to this Regulatory Agreement, Developer’s ownership
or operation of the Site, or the development of the Project, except that arising from the gross
negligence or willful misconduct of Agency.

" 12.  Compliance with Laws. Developer shall carry out the operation of the Project and
the Site in conformity with ell applicable laws, including all applicable state labor standards, City
zoning and development standards, building, plumbing, mechanical and electrical codes, and all
other provisions of the City Munieipal Code, and all applicable disabled and handicapped access
requirements, including without limitation the Americans With Disabilities Act, 42 USC.
Section 12101, et seq., Covernment Code Section 4450, ef seq., Government Code Section 11135,
ef seq., and the Unruh Civil Rights Act, Civil Code Section 51, &t seq.

13.  Duty to Prevent Hazardous Wiaterial Confaminafion. During the development
and operation of the Project, Developer shall take all necessary precautions to prevent the release of
any Hazardous Matetials nto the environment on or under the Site, Such precautions shall include
compliance with ail Govermmental Requirements with respect o Hezardous Materials. Developer
shall notify Agency apd provide fo Agency a copy ot copies of auy notices of violation, notices o
comply, citations, inquities, clean-up oI abaternent orders, cease and desist orders, reports filed
pursuant 1o selfreporting requiremments and reports filed or applications made pursuant to any
Governmental Requirement relating (o Hazardous Materials and underground tanks, and Developer
shall report to Agency, as soon as possible after each incident, any unusual, potentially important
incidents in the event of a release of any Hazardous Materials into the environment.

For purposés of this Section 13, “Governiental Requirements” shall mean all Jaws,
ordinances, statutes, codes, rules, regulations, orders and decrees of the United States, the state, the
county, the City, or any other political subdivision in which the Site is lovated, and of any other
political subdivision, agency of instrumentality exercising jurisdiction over Agency, Developer or the
Site. .

For purposes of this Section 13, “Hazardous Materials” means any substance, material, or
waste which is or becomes, regulated by any local governmenta)] authority, the State of California, or
¢the United States Governiment, including, but not limited to, any material or substance which is
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(i) defined as & “hazardous waste,” “extremely hazardous waste,” or “restricted hazardous waste”
under Section 25115, 25117 or 25122.7, ox Jisted pursuant to Section 25140 of the California Health
and Safety Code, Division 20, Chapter 6.5 (Hazardous Waste Control Lew}), (ii) defined as a
«hazardous substance” under Section 25316 of the California Health and Safety Code, Division 20,
Chapter 6.8 (Carpenter-Presley-Tannes Hazardous Substance Account Act), (i) defined as a
“hazardous material,” “hazardous substance,” or “hazardous waste” under Section 25501 of the
- Califormia Health and Safety Code, Division 20, Chapter 6.95 (Hazardous Materials Release
Response Plans and faventory), (iv) defined as a “hazardous substence” under Section 25281 of the
California Health and Safety Code, Division 20, Chapter 6.7 (Underground Storage of Hazardous
Substeances), {v) petroleurn, (Vi) friable asbestos, (vii) polychlorinated biphenyls, (vii) methyl tertiary
butyl ether, (ix} designated as “hazardous substances” pursuant to Section 311 of the Clean Water
Act (33 U.S.C. §1317), (x) defined as a “hazardous waste” pursuant to Section 1004 of the Resouroe
Conservation and Recovery Act, 42 US.C. §66901, e seq. (42 US.C. §6903) or (xi) defined as
“bazardous substances” pursuant fo Section 101 of the Comprehensive Envirounmental Response,
Compensation, and Liability Act, 42 U.S.C. §§9601, ef seq. Notwithstanding the foregoing,
“fiazardons Materials” shall not inclnde such products in quantifics as are custornarily used in the
congtruction, mainienance, rehabilitztion or manapement of residential developments or associated
buildipgs and grounds, or typically used in residential activities in a manner typical of other
compareble Tesidential developments, or substances commonly ingested by & significant population
living within the Project, including without limitation alcohol, aspirin, tobatco and saccharine.

14.  Non-Discrimination Covenanfs. Developer covenanis by and for iteelf, its
successors and assigns, and all persons claiming upder or through them that there shall be no
diserimination against or segregation of, any person Of gIOUp of persons on account of any bagis
hsted in subdivision (a) or {d) of Section 12955 of the Government Code, as those bases are defined
in Sections 12926, 12026.1, subdivision (m) and paragraph (1) of subdivision (p) of Section 12955,
and Section 12955.2 of the Government Code, in the sale, lease, sublease, fransfer, use, ocoupancy,
tenre, or enjoyment of the Site, nor shall the grantee or any person claiming under or through him or
ber, establish or permit any practice or practices of discrimination or segregation with reference to
the selection, location, nwmber, use Or dCCUpancy of tenants, lessees, subtepants, sublessees, OF
vendees in the Site. The foregoing covenants shall run with the land.

The coveﬂants established in this Section 14 shall, without regard fo technical classification
and designation, be binding for the benefit and in favor of Agency and its successors and assigns, and
shall remain in effect in perpetuity. '

15.  Defaults and Remedies. Defaults of this Regulatory Agreement and remedies
therefor shall be governed by the provisions of Section 500, et seq., of the Affordable Housing

Regulatory Agreement.

16.  Waiver of Terms and Conditions. Any party may, in its sole discretion, waive In
writing any of the terms and conditions of this Regulatory Agreement. Waivers of any covenant,
term, or condition contained herein shall not be construed as a waiver of any subsequent breach of
the same covenant, term, or condition. :

17.  Non-Liability of Agency Officials and Employees. No member, official, employee
or agent of Agency shall be personally liable o Developer, or any successor in interest, in the event
of any default or breach by Agency or for any amount, which may become due o Developer or its
Successors, oF ori any obligations under the terros of this Regulatory Agreement.
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18, Time. Time is of the essence in this Regulatory Agreement.

19,  Notices. Any approval, disapproval, demand, document or other notice {“Notice”)
which either party may desire fo give fo the other party under this Regulatoty Agreement must be in
“writing and may be given either by () personal service, (ii) delivery by reputable document delivery
service such as Federal Express that provides a receipt showing date and time of delivery, or
(i) mailing in the United States mail, cerfified mail, postage prepaid, return receipt requested,
addressed to the address of the patty as set forth below, or at any other address as that party may later
designate by Notice: ;

Developer:  Dale Apartments, LLC
16509 Brookhurst Street, Suits A
Fountain Valley, CA 92708
Attention: AlwinLee [Please confirm]

Agency: Garden Grove Agency for Commumity Development
11222 Acacia Parkway
Garden Grove, California 92840
Atiention: Agency Direcior

Such addresses may be changed by thiae to the other party given in the same manner as
provided above.

28. Third Parly Beneficiaries. The City and its suecessors and assigns shall be intended
third party beneficlaries of this Regulatory Agreement. City shall have full right and ability (but no
obligation) to enforce cach and every covenant and restriction in this Regulatory Agreement. No
other person(s) or entity(ies) shall have any right of action hereunder.

2L Partial {zvalidity. If any provision of this Regulatory Agreement shall be declared
invalid, illegal, or unenforceable, the yalidity, legality, and enforceability of the remaining provisions
hereof shall not in any way be affected or impaired.

22, Governing Law. This Regulatory Agreement shall be construed in accordance with
and be governed by the laws of the Stafe of California. Any references herein to particular statutes or
reguiations shall be deemed to refer to successer statutes or regulations, or arnendments thereto.

23. Amendment, This Regnlatory Agreement may not be changed orally, but only by
agreement in writing signed by Developer and Agency.

[Signatures appear on following i:age,]
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IN WITNESS WHEREQF, the parties hereto have executed this Reguiatory Agreetnent
with Affordability Covenants as of the date fret set forth above.

DEVELOFPER:

PALE APARTMENTS, LLC, a (atifornia Hmited
Liability company ' :

N\

Alwin Lee, M’%gar

AGENCY:

GARDEN GROVE AGENCY FOR
COMMUNITY DEVELOPMENT, a public body,
corporate and politic

Matthew Fertal, Agency Direstor

ATTEST:

Agency Seceetary

APPROVED AS TO FORM:

Stradling Yocca Caslson & Rauth,
Agency Counsel
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EXHIBIT A TO ATTACHMENT NO. 5
LEGAL DESCRIPTION

That certain real property located in the City of Garden Grove, County of Orange, State of
California, described as fpllows: ‘
UTHWEST QUARTER OF THE NORTHWEST

THE WEST HALF OF THE SO |
QUARTER OF THE SOUTHEAST QUARTER OF SECTION 36, TOWNSHIP 4 SOUTH, RANGE

11 WEST, SAN BERNARDINO BASE & MERIDIAN.
EXCEPT THE SOUTH 531.56 FEET THERBOF.

ALSO EXCEPT THE WEST 20 FEET .LYING IN DALE STREET AS NOW
ESTABLISHED.

Assessor’s Parcel No. 215-091-26

Exhibit A to Attachment No. 5
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ATTACHMENT NO. 6

RECORDING REQUESTED BY
AND WHEN RECORDED MAIL TO:

Garden Grove Agency for Community
Development

11222 Acacia Parkway

Garden Grove, California 92840

Attenfion: Agency Director

This document is cxempt from the peyment of a recording
fes pursuant to Governnent Code Section 27 383.

Requestfor Notice inder Civil Code Section 2924b

In accordance with Civil Code Section 2924%b, tequest is hereby made that a copy of any
Notice of Default and 2 copy of any Notice of Sale under the Deed of Trust recorded as Instrument
No. on , 200, Official Records of Orange County,

Califormia, and deseribing land therein as:

[See Exhibit A attached hereto]

executed by Dale Apartments, LLC, a California limited liability company, as Trustor, in which
, is named as Beneficiary, and
ts named as Trustee, -be mailed to Garden Grove Agency for Comumunity Development,
11222 Acacia Parleway, Garden Grove, Celifornia 92842, Attention: Agency Director.

NOTICE: A COPY OF ANY NOTICE OF DEFAULT AND OF ANY NOTICE OF
SALE WILL BE SENT ONLY TO THE ADDRESS CONTAINED THIS
RECORDED REQUEST. IF YOUR ADDRESS CHANGES, A NEW
REQUEST MUST BB RECORDED.

AGENCY:

GARDEN GROVE AGENCY ¥OR
COMMUNITY DEVELOPMENT, 2 public body,
corporate and politic

By:

Matthew Fertal, Agency Director

ATIEST:

Agency Secretary
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EXHIBIT A TO ATTACHMENT NO. 6
LEGAL DESCRIPTION

That certzin real propetty located in the City of Garden Grove, County of Orange, State of

California, described as follows:

THE WHST HALF OF THE SOUTHWEST QUARTER OF THE NORTHWEST
QUARTER OF THE SOUTHEAST QUARTER OF SECTION 36, TOWNSEIP 4 SOUTH, RANGE
11 WEST, SAN BERNARDINO BASE & MERIDIAN.

EXCEPT THE SOUTH 531.56 FEET THEREOF.

ALSO EXCEPT THE WEST 20 FEET LYING IN DALE STREET AS NOW
ESTABLISHED.

Assessor’s Parcel No. 21500126

Exhibit A to Attachment No. 6
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ATTACEMENT NO. 7
TENANT INCOME VERIFICATION FORM

Part 1 — General Information

Ealb £ 7T LAk b aininr sl

1. Project Location: Dale Apartments: 12632 Dale Street, Garden Grove, California

2. Landlord’s Name: Alwin Lee; Dale Apariments, LLC

Part 1 - Unit Informetion

3. Unit 4. MNumber of 5. Monthly 6. Number of
" Number Bedrooms Rent Ocoupants

Part I — Affidavit of Tenant

i. I Sand L, , &s applicants for rental of an apartment unit af the
above-described location, do hereby represent and wasrant that (my/our) gross imcome
(anticipated total anmnal income) does not exceed the maximum income sef forth for 2
tower income household in Grasge County, adjnsted for a household size appropriate to
the Apartment Unit, as publisbed from time to ime by the State Department of Housing and
Cominunity Development in the Califorsia Code of Regulations. (/We) understand that the

* current maxiroum income for a lower meome household occupying a two bedroom unit in
Orange County is §_ . The following computation inclades all income (I/we)
anticipate receiving for the 12-month period beginning on the date (I/'we) execute a rental
agreernent for an apartroent unit or she date on which (Ifwe) will initially occupy such unit,
‘whichever is earlier.

Tenant Initials

‘ Agtachment No. 7-1
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2. Tenants qualifying above must complete the following:

Monthly Gross Income
(ALl Sources of Income of Al Adult Household Members Must be Listed)

Source

Head of
Household

Co-Tenants

Total

Gross amount, before payroll
deductions, of weges, salaties,
overtime pay, comumissions, fees,
tips and bonuses

Tnterest and/or dividends

Net income from business or from
rental property

Social security, annuities, insurance
policies, pension/retirement funds,
disability or death benefits received
periodically

Payment in lieu of eamings, such as
unemployment and disability
compensation, worker’s
compensation and severance pay

Alimony, child support, other
periodic allowances

Public assistance, welfare payments

Regular pay, special pay and
allowances of members of Armed
Forces

Other

Totai:

Total x 12 = Gross.Ammual Household Income -

Note: The following items are not considered income: casual, sporadic or irregular gifis; amounts

specifically for or in reimbursement of medical expenses; lurmnp sum payments such as inheritances,

DOCSOCT1338762v5/022012-0311
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insurance peyments (incleding payments under health and accident insurance and worker’s
compensation), capital gains and settlement for personal or property losses; educational scholarships
paid directly fo the student or educational institution; government benefits to a veteran for education;
special pay to a serviceman head of family away from home and under hostile fire; foster child care
payments; value of coupon allotments for purpose of food under Food Stamp Act of 1964 which is
excess of amount actually charged the eligible household; relocation payments under federal, state, or
Jocal relocation law; payments received pursuant to participation in the following programs: VISTA,
Service Learning Programs, and Special Volunteer Programs, SCORE, ACE, Retired Senior
Volonteer Program, Foster Grandparent Program, Older American Community Services Program,
and National Volunteer Program o Assist Small Business Experience.

3. This affidavit is made with the knowledge that it will be relied upon by the Landlord fo
determine maxionum income for eligibility and (Mwe) warrant that all information set forth in
this document is frue, comrect and conplete and based upon information (fwe) deem relizble
and that the siaternent contained in paragraph 1 and the information contained in paragraph 2
of this Part II is reasonable and based: upon such investipation as the undersigned deemed

necessary.

4. ('We) will assist the Landlord in obtaining any information or documents required to verify

the siatements made in this Part 1II and have attached hereto copies of {my/our) federal

income tax return(s) for the moost recent tax year in which & return wag filed (past two years
federa] income tax returns for self-employed persons).

5. (/'We) acknowledge that {I/we) have been advised that the making of any misrepresentation
or misstaternent in this affidavit will constitute a material breach of {my/our) agreement with
the Landiord o rent the unit and will additionally enable the Landlord, the City of Garden
Grave and/or the Garden Grove Agency for Community Development to initiate and pursue
all applicable legal and equitable remedies with respect to the unit and to mefus.

(I/We) do hereby swear under penalty of perjury that the foregoing statements are true and
COIrect.

Date Tengnt

Date Tenant
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INCOME VERIFICATION
 {for emploved persons)

The undersigned employee has applied for a rental unit Jocated in 2 project financed under a
multifamily housing program of the City of Garden Grove and the Garden Grove Agency for.
Compunity Development for lower lncome households. Every income statement of a prospective
tenant must be siringently verified. Please indicate below the employee’s current annual income
from wages, overtime, bonuses, commissions or any other form of compensation received on a

regular basis.

Annual wages

Overtime

Bonuses

Commissions

Total current incomse

[ hereby ceriify that the statements above are true and corplete to the best of my knowledge.

Signature Date Title
I hereby grant you permission fo disclose my incore fo in order that

they may determine my incoms eligibility for rental of an apartment located in their project which
has been financed under a multifamily housing program of the City of Garden Grove and the Garden
Grove Agenty for Community Development.

Signature Date

Please send to:
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INCOME VERIFICATION
{for self-emploved persens)

1 hereby attach copies of my individual federal and state income tax returns for the
immediately preceding calendar year and certify that the laformation shown in such income tax
retumns is true and complete to the best of my knowledge.

Signature Date
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ATFACHMENT NO. 8

SCHEDULE OF PERFORMANCE

: Action Item -
1. Approval and Execution of Agreement. Agency shall
- approve and exscute the Agreement.

2. Record Agreement. Developer shall cause the
Agreement to be recorded against the Site.

3. Constraction Drawings. Developer shall submit
construction drawings for the Project to Agency for
plan check.

4. Revision to Construction Drawings. Developer shall

revise and resubmit construction drawings to address
reasons for conditional approval or disapproval by
Agency.

5. Building Permits. Developer shall obtain all required
building permits for the Project,

é. Management Plan and Marketing Program.
Developer shall submit #s proposed Management Plan
and Marketing Program to Agency for review and
approval. '

7. Approval of Management Plan and Marketing
Program. Agency shall review and approve,
conditionally approve, or disapprove Developer’s
proposed Management Plan and Marketing Program.

8. Revision to Management Plan and Marketing
Program. Developer shall revise the Management Plan
and/or Marketing Program to address reasons for
conditional approval ot disapproval by Agency.

9. Approval of Revised Management Plan and
Marketing Program. Agency shall review and
approve or disapprove revised Management Plan and
Marketing Program.

1 All days are calendar days unless otherwise noted.
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Status

Within 30 days! of submittal of
signed Agreement by Developer.

Within 10 days of Agency
approval and execution of
Agreement.

Completed.

Completed.

Completed.

Within 90 days of approval and
execution of Agreement by
Agency.

Within 30 days of receipt of a
coraplete submittal from
Developer.

Within 30 days of conditional
approval or disapproval by
Agency.

Within 30 days of receipt of
revised Management Plan and
Mazketing Program from
Developer. -



10.

T

2.

13

Aclion Ttem

Commencement of Construction. Developer shall
commence the construction of the Project.

Progress Reports. During the construction of the

Project, Developer shall prepare and submit to Agency

monthly writien progress reports,

Completion of Construction. Developer shall
complete the construction of the Project.

Off-Site Improvements. Developer shall complete all

off-site improvemenis required in connection with the
construction of the Project.

Attachment No. 8-2
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Completed.

Commencing 30 days after start of
construction and coptinning unti]
completion of construction.

On or before March 31, 2010.

On or before March 31, 2010,
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PROMISSORY NOTE
(This Promissory Nete is secured by a Deed of Trust)

$200,000 Garden Grove, California
January 12, 2010

Property Address: 12632 Dale Street
Garden Grove, California 92840

FOR VALUE RECEIVED, the undersigned (“Maker™) promises to pay to the Garden
Grove Agency for Community Development (“Holder”) at 11222 Acacia Parkway, Garden Grove,
California 92840, or at such other address as Holder may direct from time to time in writing, the sum
of: Two Hundred Thousand Dollars ($200,000) (“Note Amount™). All sums hereunder shall be
payable in lawful money of the United States of America.

1. Affordable Housing Agreement. This Promissory Note (“Note™) is made and
delivered pursuant to and in implementation of that certain Affordable Houging Agreement entered
into by and between Holder and Maker, dated as of January 12, 2010 (“Agreement”), a copy of
which is on file as a public record with the Holder. The Agreement is incorporated herein by this
reference. Maker acknowledges that but for the execution of this Note, Holder would not enter into
the Agreement or make the Agency Loan to Developer, as contemplated therein. Usnless definitions
of terms have been expressly set out at length herein, each term shall have the same definition as set
forth in the Agreement.

2. Interest Rate. The Note Amount shall bear interest at the rate of 0.000% per annum;
provided that in the event of any Default under the Agreement or that certain Regulatory Agreement
with Affordability Covenants by and between Maker and Holder, dated concurrently herewith and
recorded against the above-referenced property (“Site”) in the Official Records of Orange County,
California (“Regulatory Agrecment™), this Promissory Note shall accrue interest at the lesser of
(2) the maximum interest rate legally chargeable by a redevelopment agency ot () ten percent
(10%), whichever is lower.

3. Time of Payment. In the event that Maker is in compliance with all of the
requirements of the Agreement and the Note Amount has not earlier become due and payable, as
provided in Sections 4 and 5 hereof, Maket’s obligation to repay the Note Amount shall be forgiven
upon the fifty-fifth (55th) anniversary of the date of issuance of the final certificate of ocoupancy for
the Project.

4, Acceleration. The whole of the Note Amount plus accrued inferest and all other
amounts owing hereunder shall become immediately due and payable to Holder by Maker at the
option of Holder upon the occurrence of any event of Default under the Agreement or the Regulatory
Agreement.
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At the request of Maker, and for a specific occasion, Flolder may, in its sole and absolute
discretion, in writing waive the requirements of this Section and defer repayment and/or extend the
term of the Note Amount. Any waiver or deferment shall be on a case by case basis, and no future
rights to waiver or deferment shall arise or be implied.

5. Due on Sale or Encumbrance, In the event of any Transfer (as defined below) of
the Site, or any portion thereof or interest therein, Holder shall have the absolute right at its option,
without prior demand or notice, to declare all sums secured hereby immediately due and payable. As
used herein, the term “Transfer” means and includes the direct or indirect sale, transfer, conveyance,
mortgage, further encumbrance, assignment, or other alienation of the Site, or any portion thereof or
interest therein, whether voluntary, involuntary, by operation of law or otherwise, the execution of
any installment land sale contract, sales agreement ot similar instrument affecting all or a portion of
the Site, granting of an option to purchase any poxtion of or interest in the Site or any interest therein,
or the lease of all or substantially all of the Site or of all or substantially all of the improvements
situated on the Site. “Transfer” shall not include the leasing of individual dwelling units on the Site
so long as Maker complies with the provisions of the Regulatory Agreement and the Agreement
relating to such leasing activity. Failure of Holder to exercise the option to declare all sums sccured
hereby immediately due and payable upon a Transfer will not constitute waiver of the right 1o
exercise this option in the event of any subsequent Transfer.

6. Security for Note. This Note shall be secured by a deed of trust and rider thereto of
even date herewith encumbering the Site (“Deed of Trust™), executed by Maker, as trustor, in favor
of Holder, as beneficiary, The Deed of Trust shall be recorded against the Site in the Official
Records of Orange County, California.

7. Prepayment of Note. Maker may prepay this Note o Holder, provided that any
prepayment must be in full and not in part. Prepayment shall not, however, release Maker from the
requirements of the Agreement or the Regulatory Agreement.

8. Hiolder May Assign. Holder may, at its option, assign its right 1o receive payment
under this Note without necessity of obtaining the consent of the Maker.

9. Maker Assignment Prohibited. In no event shail Maker assign or trapsfer any
portion of this Note, the Note Amount and/or the Agreement without the prior express written
consent of the Holder.

10.  Joint and Several. The undersigned, if more than one person, shall be jolntly and
geverally liable hereunder.

11, Attorneys® Fees and Costs. In the event that any action is instituted to enforce
payment under this Note, the parties agree the non-prevailing party shall be responsible for and shail
pay to the prevailing party all court costs, attorneys’ fees and expert witness’ fees incurred in
enforcing this Note.

12. Amendments. This Note may not be modified or amended except by an instrument

in writing expressing such infention executed by the parties sought to be bound thereby, which
writing must be so firmly attached to this Note so as to become a perrnanent part thereof.

DOCSOC/1383259v2/022012-0311



13. Maker’s Waivers, Maker waives any rights to require the Holder tor (a) demand
payment of amounts due (known as “presentment”), (b) give notice that amounts due have not been
paid (known as “notice of dishonor”), and (c) obtain an official certification of nonpayment (known
as “protest”).

14.  Netice. Any notice that must be given to Maker under this Note shall be given by
personal delivery or by mailing it by certified mail addressed to Maker at the following address:
8907 Warner Avenue #152, Huntington Beach, California 92647, Attention: Mr, Alwin Lee, or such
other address as Maker shall direct from time to time in writing. Failure or delay in giving any notice
required hereunder shall not constitute a waiver of any default or late payment, nor shall it change the
time for any default or payment. Any notice to Holder shall be given by ceriified mail at the address
stated above. ‘

15. Successors Bound. This Note shall be binding upon the parties hereto and their
respective heirs, successors and assigns.

IN WITNESS WHEREOF, Maker has executed this Note as of the date set forth below,

MAKER:

DALE APARTMENTS, L1.C, a California limited
liability company

Dated: Z Yol i , 2010 W/

Alwin bé'& Manager
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‘ EXHIBIT “E”
DEED OF TRUST WITH ASSIGNMENT OF RENTS
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ded in Official Records, Orange Gounty

RECORDING REQUESTED BY AND Recor
" . Tom Daly, Clerk-Recorder i
WHEN RECORDED MAIL TO: AN No FEE
Garden Grove Agency for Community 2010000292596 10:44 am 06122110
Development 143 414 D11 AZ6 7
11222 Acacia Parkway | 6.00 0.60 0.00 0,00 18.00 0.00 0.000.00
Garden Grove, California 92840
Attention; Agency Director CONFORMED COPY

SFACE ABOVE THiS LINE FOR RECORDER’S USE
{This document is exempt from the payment of a recording fee pursuant
to Government Code Section 27383.)

APN: 215-091-26

DEED OF TRUST WITH ASSIGNMENT OF RENTS
(SHORT FORM)

This DEED OF TRUST is made as of Jasuary 12, 2010 between DALE APARTMENTS,
LLC, a California limited liability company, herein called TRUSTOR, whose address is 8907
Warner Avenue #152, Huntington Beach, California 92647, Attention: Mr. Alwin Lee, FIRSYT
AMERICAN TITLE INSURANCE COMPANY, herein called TRUSTEE, and the GARDEN
GROVE AGENCY FOR COMMUNITY DEVELOPMENT, a public body, corporate and politic,
herein called BENEFICIARY or AGENCY.

WYTNESSETH: That Trustor grants to Trustee in trusf, with power of sale, that certain
property in the City of Garden Grove, County of Orange, State of California, described as:

SEE EXHIBIT A ATTACHED HERETO AND MADE A PART HEREOF.

together with the rents, issues and profits thereof, subject, however, o the right, power and authority
hereinafier given to and conferred upon Beneficiary to collect and apply such rents, issues and profits
for the purpose of securing (1) payment and performance under that certain Affordable Housing
Agreement between Trustor and Beneficiary dated as of January 12, 2010 (“Agreement”; a copy of
the Agreement is on file with the Beneficiary as a public record; all capitalized terms not defined
herein shall have the meanings established therefor under the Agreement unless the context requires
otherwise), including without limitation the attachments to the Agreement, and under each agreement
of Trustor incorporated by reference or contained herein, (2) payment under that certain promissory
note of same date herewith, made by Trustor in favor of Beneficiary (“Promissory Note™), and
extensions or renewals thereof, in the principal sum of U.S. $200,000, with the balance of the
indebtedness due and payable on occurrence of an Event of Default under the Agreement of
Regulatory Agreement or Transfer as defined in Exhibit B, (3) performance of the affordability and
other requirements as set forth in ExhibitB hereto and in the Regulatory Agreement with
Affordability Covenants between Trustor and Beneficiary of same date herewith and recorded
concurrently herewith, and (4) payment of additional sums and interest thereon which may hereafter
be loaned to Trustor, or his/her successors or assigns, when evidenced by a promissory note or notes
reciting that they are secured by this Deed of Trust. Exhibit B is attached hereto and incorporated
herein by reference.
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To protect the security of this Deed of Trust, and with respect to the property above
described, Trustor expressly makes each and all of the agreements, and adopts and agrees to perform
and be bound by each and all of the terms and provisions set forth in subdivision A, and it is mutually
agreed that each and all of the terms and provisions set forth in subdivision B of the fictitious deed of
trust recorded in Orange County August 17, 1964, and in all other counties August 18, 1964, in the
book and at the page of Official Records in the office of the county recorder of the county where said
property is located, noted below opposite the name of such county, namely:

COUNTY BOOK PAGE COUNTY BOCE PAGE COUNTY BCOX PAGE COUNTY  BOOK PAGE
Alameda 1288 556 Kings 858 T3 Placer 1028 379 Sioa 38 187
Alptae 3 130-31 Lake 437 110 Plamas 166 1307 Siskiyou 506 62
MoFarlane 133 438 Lassen 92 367 Riverside 3778 347 Solano 1287 621
Bulte 1330 513 Los Angeles T3878 874 Sacramenio 5039 124 Senonmn 2067 427
Calaveras 185 338 Madera a1t 136 San Benilo 300 4035 Stanislaus 1470 56
Colusa 323 391 Marin 1349 122 S, Bernardine 6213 768 Sulter 655 585
Contra Costa 4684 3 Mariposa 90 453 S$. Francisco A-804 596 Tehama 457 183
Dei Norte 101 349 Mendocino 687 9% 8. Joaquin 2835 83 Trinity 108 505
B Dorado 7G4 635 Merced 1660 753 S, Luls Obispe 1311 137 Tulare 2530 108
Fresno 5052 623 Modoe 191 93 San Mateo 4778 175 Tuolumng 177 160
Glenn 469 76 Mono 69 302 Santa Barbars 2065 881 Vertura 2607 237
Huimbeldi 501 83 Muonterey 357 234 Santa Clars 6626 664 Yolo 5% 16
Imperial 1189 | Mapa 704 142 Santa Oz 1638 607 Yuba 308 593
Inyo 165 672 Mevada 363 94 Shasta 800 633
Kemn 3756 690 Orange 7182 121 San Diego 19464 146774

Series §

shall inure to and bind the parties hereto, with respect fo the property above described.  Said
agreements, terms and provisions contained in said subdivisions A and B (identical in all counties,
and printed on Exhibit C hereto) are, by the within reference thereto, incorporated herein and made a
part of this Deed of Trust for all purposes as fully as if set forth at length herein and Beneficiary may
charge for a statement regarding the obligation secured hereby, provided the charge therefor does not
exceed the maximum allowed by law.

The undersigned Trustor requests that-a copy of any notice of default and any notice of sale
hereunder be mailed to him/her at his/her address hereinbefore set forth.

DALE APARTMENTS, LLC, a California imited
Hability company

Alwin Lee, Mﬁager
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ACKNOWLEDGMENT

State of California
County of Orange )

On June 21, 2010 Sherrill A. Mead, Notary Public
before me,
{insert name and title of the officer)

parsonally appeared Alwin Lee, Manager

who proved to me on the basis of satisfactory evidence to be the pers onés) whose namets) is/are
subscribed to the within instrument and acknowledged to m e that he/she/they executed the same in
his/heriheir authorized capaciy(es), and that by his/herftheir signaturetsy on the instrument the
persontsd, or the entity upon behalf of which the pers onteyacted, executed the instrument.

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

SHERRILL A, MEA
Commission & 1864727
Hotary Pubkc - California

Oranps County
My Comm, Expites Oct 10, 2013

WITNESS my hand and official seal.

Signature W G %ﬂ/p {Seal)

ApN:21s5-09ka,




EXHIBIT A TO DEED OF TRUST
LEGAL DESCRIPTION

That certain real property located in the City of Garden Grove, County of Orange, State of
California, described as follows:

THE WEST HALF OF THE SOUTHWEST QUARTER OF THE NORTHWEST
QUARTER OF THE SOUTHEAST QUARTER OF SECTION 36, TOWNSHIP 4 SOUTH, RANGE
11 WEST, SAN BERNARDINO BASE & MERIDIAN.

EXCEPT THE SOUTH 531.56 FEET THEREOF.

ALSO EXCEPT THE WEST 20 FEET LYING IN DALE STREET AS NOW
ESTABLISHED.

Assessor's Parcel No. 215-091-26
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EXHIBIT B

RIDER TO DEED OF TRUST

This Rider to Deed of Trust relates to that certain Deed of Trust with Assignment of Rents

(Short Form) dated as of January 12, 2010, executed by Dale Apartments, LLC, a California limited
liability company, as “Trustor,” to First American Title Insurance Company, a California
corporation, as Trustee, for the benefit of the Garden Grove Agency for Community Development, a
pubtic body, corporate and politic, as “Beneficiary” (“Deed of Trust”).

1.

DEFAULT — OTHER DEEDS OF TRUST, DEED, AFFORDABILITY COVENANTS,

AND AGREEMENT. A default under any of the following shall, at Beneficiary’s option,
constitute a default under this Deed of Trust:

(a) A default under that certain Affordable Housing Agreement (“Agreement”) dated as
of January 12, 2010, between Trustor and Beneficiary or any default under the
Promissory Note executed pursuant thereto (all capitalized terms not defined herein
shall have the meanings established therefor under the Agreement);

(b) A default under any other deed of trust encumbering the property which has a priority
senior to this Deed of Trust; or

(c) A default under the Regulatory Agreement with Affordability Covenants (executed
and recorded concurrently herewith pursuant to the Agreement),

DEFAULT — DEED OF TRUST. A default under this Deed of Trust shall, at Beneficiary’s
option, as appropriate, constitute a default under the deeds of trust or other instraments
referenced in Paragraph 1¢a) through (c), inclusive (collectively the “Other Deeds of Trust”),
of this Rider.

NON-IMPAIRMENT. Except as supplemented and/or modified by this Deed of Trust, all
of the terms, covenants and conditions of the Other Deeds of Trust and the other loan
documents executed in connection therewith shall remain in full force and effect.

DUE ON SALE OR ENCUMERANCE. In the event of any Transfer (as defined below) of

the Property, or any portion thereof or interest therein, Beneficiary shall have the absolute
right at its option, without prior demand or notice, to declare all sums secured hereby
immediately due and payable. As used herein, the term “Transfer” means and includes the
direct or indirect sale, transfer, conveyance, mortgage, further encumbrance, assignment, or
other alienation of the Property, or any portion thereof or interest therein, whether voluntary,
involuntary, by operation of law or otherwise, the execution of any installment land sale
contract, sales agreement or similar instrument affecting all or a portion of the Property,
granting of an option to purchase any portion of or interest in the Property or any interest
therein, or the lease of all or substantially ali of the Property or of all or subsiantially all of
the improvements situated on the Property. “Transfer” shall not include the leasing of
individual dwelling units on the Site so long as Maker complies with the provisions of the
Regulatory Agreement and the Agreement relating 1o such leasing activity. Failure of
Beneficiary to exercise the option to declare all sums secured hereby immediately due and
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payable upon a Transfer will not constitute waiver of the right to exercise this option in the
event of any subsequent Transfer.

5. SUBORDINATION. This Deed of Trust and the Affordability Covenants set forth in that
certain Regulatory Agreement with Affordability Covenants dated and recorded concurrently
herewith in the Official Records of Orange County, California, may be subordinated to the
lien of Trustor’s institutional permanent loan for the Project; provided, the Agency and such
senior lender shall have entered into a subordination agreement in form and content
reasonably acceptable to the Agency Director and Agency legal counsel, which subordination
agreement conforms to the requirements of Section 303 of the Agreement. Notwithstanding
the foregoing, in no event shall the affordability covenants or other requirements sef forth in
that certain Density Bonus Housing Agreement by and between the Agency and Trustor,
dated as of January 12, 2010, and recorded against the Property in the Official Records of
Orange County, California, as Instrument No. 201000002888 on January 20, 2010, be
subordinated to the lien of any mortgage, deed of trust, or other lien against the Property.

DALE APARTMENTS, LLC, a California limited
liability company

\

Alwin Lee, Mah%fger

B-2
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ACKNOWLEDGMENT

State of California
County of Qrange )

on June 21, 2010 before me, Sherrill A, Mead, Notary Public
{insert name and titte of the officer)

personally appeared ___Alwin Lee, Manager .
who proved to me on the basis of satisfactory evidence 1o be the pers onisywhose name(s) isfere
subscribed to the within instrument and acknowledged to m e that he/skeftirey executed the same in
his/heritheir authorlzed capacity(ies), and that by hisherAbeir signaturefs) on the instrument the
person{sy, or the entity upon behalf of which the pers on{s) acted, executed the instrurent.

| 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. 347 Commission # 1864727

Hotary Public - Gallforpia
Crangs County
Exph

Signature _} (Seal)

APN-215- 091 20




EXHIBIT C TO DEED OF TRUST
DO NOT RECORD

The following is a copy of Subdivisions A and B of the fictitious Deed of Trust recorded in
each county in California as stated in the foregoing Deed of Trust and incorporated by reference i
said Deed of Trust as being a part thercof as if set forth at length therein.

A, To protect the security of this Deed of Trust, Trustor agrees:

{1) To keep said property in good condition and repair; not to remove or
demolish any building thereon; to complete or restore promptly and in good and workmanlike
manner any building which may be constructed, damaged or destroyed thereon and to pay when due
all claims for labor performed and materials furnished therefor; to comply with all laws affecting said
property or requiring any alterations or improvements to be made thereon; not to commit or permit
waste thereof: not to commit, suffer or permit any act upon said property in violation of law; to
cultivate irrigate, fertilize, fumigate, prune and do all other acts which from the character or use of
said property may be reasonably necessary, the specific enumerations herein not excluding the
general.

vy} To provide, maintain and deliver to Beneficiary fire insurance satisfactory to
and with loss payable 1o Beneficiary. The amount collected under any fire or other insurance policy
may be applied by Beneficiary wpon any indebtedness secured hereby and in such order as
Beneficiary may determine, or at 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 defauit or
notice of default hereunder or invalidate any act done pursuant to such notice.

&) To appear in and defend any action or proceeding purporting to affect the
security hereof or the rights or powers of Beneficiary or Trustee; and fo pay all costs and expenses,
including cost of evidence of title and atiorneys’ fees in a reasonable sum, in any such action or
proceeding in which Beneficiary or Trustee may appear, and In any suit brought by Beneficiary to
foreclose this Deed.

C)) To pay at least ten days before delinquency all taxes and assessments
affecting said property, including assessments on appurtenant water stock, when due, all
encumbrances, charges and lens, with interest, on said property or any part thereof, which appear to
be prior or superior hereto; all costs, fees and-expenses of this trust.

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

C-1
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(5) To Pay immediately and without demand all sums so expended by
Beneficiary or Trustee, with interest from date of expenditure at the amount allowed by law in effect
at the date hereof, and to pay for any statement provided for by law in effect at the date hereof
regarding the obligation secured hereby any amount demanded by the Beneficiary not to exceed the
maximum allowed by law af the time when said statement is demanded.

B. It is nmtnally agreed:

(1) That any award of damages in connection with any condemnation for public
use of or injury to said property or any part thereof is hereby assigned and shall be paid to
Beneficiary who may apply or release such monies received by him in the same manner and with the
same effect as above provided for disposition of proceeds of fire or other insurance.

@) That by accepting payment of any sum secured hereby after its due date,
Beneficiary does not waive his/her right either to require prompt payment when due of all other sums
so secured or to declare default for failure so o pay.

3) That at any time or from time to time, without liability therefor and without
notice, upon written request of Beneficiary and presentation of this Deed and said note for
endorsement, and without affecting the personal lability of any person for payment of the
indebtedness secured hereby, Trustee may: reconvey any part of said property; consent to the
making of any map or plat thereof; join in granting any easement thereon; or join in any extension
agreement or any agreement subordinating the len or charge hereof.

(4) That upon written request of Beneficiary stating that all sums secured hereby
have been paid, and upon surrender of this Deed and said note to Trustee for cancellation and
retention or other disposition as Trustee in its sole discretion may choose and upon payment of its
fees, Trustee shall reconvey, without warranty, the property then held hereunder. The recifals in such
reconveyance or any matters or facts shall be conclusive proof of the truthfulness thereof. The
Grantee in such reconveyance may be described as “the person or persons legally entitied thereto.”

(5) That as additional security, Trustor hereby gives to and confers upon
Beneficiary the right, power and authority, during the continuance of these Trusts, to collect the
rents, issues and profits of said property, reserving unto Trustor the right, prior to any default by
Trustor in payment of any indebiedness seoured hereby or in performance of any agreement
hereunder, to collect and retain such rents, issues and profits as they become due and payable. Upon
any such default, Beneficiary may at any time without notice, either in person, by agent, or by a
receiver to be appointed by a court, and without regard to the adequacy of any security for the
indebtedness hereby secured, enter upon and take possession of said property or any parf thereof, in
his/her own name 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, upon any indebtedness secured hereby, and in such order as Beneficiary
may determine. The entering upon and taking possession of said 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.

(6) "That upon default Trustor in payment of any indebtedness secured hereby or
in performance of any agreement hereunder, Beneficiary may declare all sums secured hereby
immediately due and payable by delivery to Trustee of written declaration of default and demand for
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sale and of written notice of default and of election to cause to be sold said property, which notice
Trustee shall cause to be filed for record. Beneficiary also shall deposit with Trustee this Deed, said
note and all documents evidencing expenditures secured hereby.

After the lapse of such time as may then be required by law following the recordation
of said notice of default, and notice of sale having been given as then required by law, Trustee,
without dermand on Trustor, shall sell said property at the time and place fixed by it in said notice of
sale, either as 2 whole or in separate parcels, and in such order as it may determine, at public auction
to the highest bidder for cash in Jawful money of the United States, payable at time of sale. Trustee
may postpone sale of all or any portion of said property by public announcement at such time and
place of sale, and from time to time thereafter may postpone such sale by public announcement at the
time fixed by the preceding postponement. Trustee shall deliver to such 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 as hereinafter defined, may purchase at such sale.

Aflter deducting all costs, fees and expenses of Trustee and of this Trust, including
cost of evidence of title in connection with sale, Trustee shall apply the proceeds of sale to payment
of: all sums expended under the terms hereof, not then repaid, with accrued interest at the amount
allowed by law in effect at the date hereof; all other sums then secured hereby; and the remainder, if
any, to the person or persons legally entitled thereto.

{N Beneficiary, or any successor in ownership of any indebtedness secured
hereby, may from time to time, by instrument in writing, substitute a successor or successors 1o any
Trustee named herein or acting hereunder, which instrument, executed by the Beneficiary and duly
acknowledged and recorded in the office of the recorder of the county or counties where said
property is situated, shall be conclusive proof of proper substitution of such successor Trustee or
Trustees, who shall, without conveyance from the Trustee predecessor, succeed 1o all its title, estate,
rights, powers and duties. Said instrument must coniain the name of the original Trustor, Trustee and
Beneficiary hereunder, the book and page where this Deed is recorded and the name and address of
the new Trustee.

{8) That this Deed applies to, inures to the benefit of, and binds all parties hereto,
their heirs, legatees, devisees, administrators, executors, successors and assigns, The term
Beneficiary shall mean the owner and holder, including pledgees, of the note secured hereby,
whether or not named as Beneficiary herein. In this Deed, whenever the context so 1equires, the
masculine gender includes the feminine and/or neuter, and the singuiar number includes the plural.

(9) That Trustee accepts this Trust when this Deed, duly executed and
acknowledged, is made a public record as provided by law. Trustee is not obligated to notify any
party hereto of pending sale under any other Deed of Trust or of any action or proceeding in which
Trustor, Beneficiary or Trustee shali be a party unless brought by Trustee.
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CERTIFICATE OF ACCEPTANCE
(Deed of Trust)

This is to certify that the interest in real property conveyed by the foregoing Deed of Trust
dated January 12, 2010, executed by DALE APARTMENTS, LLC, a California Iimited Hability
comnpany, for the benefit of the GARDEN GROVE AGENCY FOR COMMUNITY
DEVELOPMENT, a public body, corporate and politic (“Agency”), is hereby accepted by the
undersigned officer on behalf of Agency pursuant to authority conferred by Resolution of the Agency
adopted on July 17, 1978, and Agency, as beneficiary, consents to recordation thereof by its duly
authorized officer.

Dated:  telar\vO GARDEN GROVE AGENCY FOR
COMMUNITY DEVELOPMENT,
a public body, corporate and politic

By: %Owkﬁkm,m

Secretary of the Garden Grove Agency for
Community Development
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EXHIBIT C TO DEED OF TRUST

DO NOT RECORD

The following is a copy of Subdivisions A and B of the fictitious Deed of Trust recorded in
each county in California as stated in the foregoing Deed of Trust and incorporated by reference in
said Deed of Trust as being a part thereof as if set forth at length therein.

A, To protect the security of this Deed of Trust, Trustor agrees:

@ To keep said property in good condition and repair; not to remove or
demolish any building thereon; to complete or restore promptly and in good and workmanlike
manner any building which may be constructed, damaged or destroyed thercon and to pay when due
all claims for labor performed and materials fornished therefor; to comply with all laws affecting said
property or requiring any alterations or improvements to be made thereon; not to commit or permit
waste thereof; not 1o commit, suffer or permit any act upon said property in violation of law, to
cultivate irrigate, fertilize, fumigate, prune and do all other acts which from the character or use of
said property may be reasonably necessary, the specific enumerations herein not excluding the
general.

(2) To provide, maintain and deliver to Beneficiary fire insurance satisfactory to
and with loss payable to Beneficiary. The amount collected under any fire or other insurance policy
may be applied by Beneficiary upon any indebtedness secured hereby and in such order as
Beneficiary may determine, or at 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 defauit or
notice of default hereunder or invalidate any act done pursuant to such notice,

3) To appear in and defend any action or proceeding purporting to affect the
security hereof or the rights or powers of Beneficiary or Trustee; and fo pay all costs and expenses,
including cost of evidence of title and attorneys® fees in a reasonable sum, in any such action or
proceeding in which Beneficiary or Trustee may appear, and in any suit brought by Beneficiary to
foreclose this Deed.

{4 To pay at least ten days before delinquency all faxes and assessments
affecting said property, including assessments on appurtenant water stock; when due, all
encumbrances, charges and liens, with interest, on said property or any part thereof, which appear to
be prior or superior hereto; all costs, fees and expenses of this trust.

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

C-1
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5 To Pay immediately and without demand all sums so expended by
Beneficiary or Trustee, with interest from date of expenditure at the amount allowed by law in effect
at the date hereof, and to pay for any statement provided for by law in effect at the date hereof
regarding the obligation secured hereby any amount demanded by the Beneficiary not to exceed the
maximum allowed by law at the time when said statement is demanded.

B. 1t is mutually agreed:

(1) That any award of damages in connection with any condemnation for public
use of or injury to said property or any part thereof is hereby assigned and shall be paid to
Beneficiary who may apply or release such monies received by him in the same manner and with the
same effect as above provided for disposition of proceeds of fire or other insurance.

2) That by accepting payment of any sum secured hereby after its due date,
Beneficiary does not waive his/her right either to require prompt payment when due of all other sums
so secured or to declare default for failure so fo pay.

3 That at any time or from time to time, without liability therefor and without
notice, upon written request of Beneficiary and presentation of this Deed and said note for
endorsement, and without affecting the personal lability of any person for payment of the
indebtedness secured hereby, Trustee may: reconvey any part of said property; consent to the
making of any map or plat thereof; join in granting any easement thereon; or join in any extension
agreement or any agreement subordinating the lien or charge hereof.

{4 That upon written request of Beneficiary stating that all sums secured hereby
have been paid, and upon surrender of this Deed and said note to Trustee for cancellation and
retention or other disposition as Trustee in its sole discretion may choose and upon payment of its
fees, Trustee shall reconvey, without warranty, the property then held hereunder, The recitals in such
reconveyance or any matters or facts shall be conclusive proof of the truthfulness thereof. The
Grantee in such reconveyance may be described as “the person or persons legally entitled thereto.”

%) That as additional security, Trustor hereby gives to and confers upon
Beneficiary the right, power and authority, during the continuance of these Trusts, lo collect the
rents, issues and profits of said property, reserving unto Trustor the right, prior fo any default by
Trustor in payment of any indebtedness secured hereby or in performance of any agreement
hereunder, to collect and retain such rents, issues and profits as they become due and payable. Upon
any such default, Beneficiary may at any time without notice, either in person, by agent, or by a
receiver to be appointed by a court, and without regard to the adequacy of any security for the
indebtedness hereby secured, enter upon and take possession of said property or any part thereof, in
his/her own name 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, upon any indebtedness secured hereby, and in such order as Beneficiary
may determine. The entering upon and taking possession of said 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,

©®) That upon default Trustor in payment of any indebtedness secured hereby or
in performance of any agreement hereunder, Beneficiary may declare all sums secured hereby
immediately due and payable by delivery to Trustee of written declaration of default and demand for
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sale and of written notice of default and of election to cause to be sold said property, which notice
Trustee shall cause to be filed for record. Beneficiary also shall deposit with Trustee this Deed, said
note and all documents evidencing expenditures secured hereby.

After the lapse of such time as may then be required by law following the recordation
of said notice of default, and notice of sale having been given as then required by law, Trustee,
without demand on Trustor, shall sell said property at the time and place fixed by it in said notice of
sale, either as a whole or in separate parcels, and in such order as it may determine, at public auction
to the highest bidder for cash in lawful money of the United States, payable at fime of sale. Trustee
may postpone sale of all or any portion of said property by public announcement at such time and
place of sale, and from time to time thereafter may postpone such sale by public announcement at the
time fixed by the preceding postponement. Trustee shall deliver to such purchaser its deed
conveying the property so sold, but without any covenant or warranty, expiess 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 as hereinafter defined, may purchase at such sale.

After deducting all costs, fees and expenses of Trustee and of this Trust, including
cost of evidence of title in connection with sale, Trustee shall apply the proceeds of sale to payment
of: all sums expended under the terms hereof, not then repaid, with accrued interest at the amount
allowed by law in effect at the date hereof; all other sums then secured hereby; and the remainder, if
any, to the person or persons legally entitled thereto.

N Beneficiary, or any successor in ownership of any indebtedness secured
hereby, may from time to time, by instrument in writing, substitute a successor or successors {0 any
Trustee named herein or acting hereunder, which instrument, executed by the Beneficiary and duly
acknowledged and recorded in the office of the recorder of the county or counties where said
property is situated, shall be conclusive proof of proper substitution of such successor Trustee or
Trustees, who shall, without conveyance from the Trustee predecessor, succeed to all its title, estate,
rights, powers and duties. Said instrument must contain the name of the original Trustor, Trustee and
Beneficiary hereunder, the book and page where this Deed is recorded and the name and address of
the new Trustee.

{8) That this Deed applies to, inures o the benefit of, and binds all parties hereto,
their heirs, legatees, devisees, administrators, executors, successors and assigns. The ferm
Beneficiary shall mean the owner and holder, including pledgees, of the note secured hereby,
whether or not named as Beneficiary herein. In this Deed, whenever the context so requires, the
masculine gender includes the feminine and/or neuter, and the singular number includes the plural.

{9 That Trustee accepts this Trust when this Deed, duly executed and
acknowledged, is made a public record as provided by law. Trustee is not obligated to notify any
party hereto of pending sale under any other Deed of Trust or of any action or proceeding in which
Trustor, Beneficiary or Trustee shall be a party unless brought by Trustee.

¥
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CERTIFICATE OF ACCEPTANCE
{Deed of Trust)

This is to certify that the interest in real property conveyed by the foregoing Deed of Trust
dated January 12, 2010, executed by DALE APARTMENTS, LLC, a California limited liability
company, for the benefit of the GARDEN GROVE AGENCY FOR COMMUNITY
DEVELOPMENT, a public body, corporate and politic (“Agency™), is hereby accepted by the
undersigned officer on behalf of Agency pursuant to authority conferred by Resolution of the Agency
adopted on July 17, 1978, and Agency, as beneficiary, consents to recordation thereof by its duly
authorized officer.

Dated: el WO ' GARDEN GROVE AGENCY FOR
COMMUNITY DEVELOPMENT,
a public body, corporate and politic

By: Av%mm Qmw

Secretary of the Garden Grove Agency for
Community Development
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PROMISSORY NGTE
(This Promissory Note is secured by a Deed of Trust)

$200,000 Garden Grove, California
January 12, 2010

Property Address: 12632 Dale Street
Garden Grove, California 92840

FOR VALUE RECEIVED, the undersigned (“Maker™) promises to pay to the Garden
Grove Agency for Community Development (“Holder”) at 11222 Acacia Parkway, Garden Grove,
California 92840, or at such other address as Holder may direct from time to time in writing, the sum
of: Two Hundred Thousand Dollars ($200,000) (“Note Amount”). All sums hereunder shall be
payable in lawful money of the United States of America.

1. Affordable Housing Agreement. This Promissory Note (“Note”) is made and
delivered pursuant to and in implementation of that certain Affordable Housing Agreement entered
into by and between Holder and Maker, dated as of January 12, 2010 ("Agreement”), a copy of
which is on file as a public record with the Holder. The Agreement is incorporated herein by this
reference. Maker acknowledges that but for the execution of this Note, Holder would not enter into
the Agreement or make the Agency Loan to Developer, as contemplated therein. Unless definitions
of terms have been expressly set out at length herein, each term shall have the same definition as set
forth in the Agreement.

2. Interest Rate. The Note Amount shall bear interest at the rate of 0.000% per annum;
provided that in the event of any Default under the Agreement or that certain Regulatory Agreement
with Affordability Covenants by and between Maker and Holder, dated concurrently berewith and
recorded against the above-referenced property (“Site”) in the Official Records of Orange County,
California (“Regulatory Agreement”), this Promissory Note shall accrue interest at the lesser of
(a) the maximum interest rate legaily chargeable by a redevelopment agency or (b) ten percent
(10%), whichever is lower.

3. Time of Payment. In the event that Maker is in compliance with all of the
requirements of the Agreement and the Note Amount has not earlier become due and payable, as
provided in Sections 4 and 5 hereof, Maker’s obligation to repay the Note Amount shall be forgiven
upon the fifty-fifth (55th) anniversary of the date of issuance of the final certificate of ocoupancy for
the Project.

4, Acceleration. The whole of the Note Amount pius accrued interest and all other
amounts owing hereunder shall become immediately due and payable to Holder by Maker ai the
option of Holder upon the occurrence of any event of Default under the Agreement or the Regulatory
Agreement,
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At the tequest of Maker, and for a specific occasion, Holder may, in its sole and absolute
discretion, in writing waive the requirements of this Section and defer repayment and/or extend the
term of the Note Amount. Any waiver or deferment shall be on a case by case basis, and no future
rights to waiver or deferment shall arise or be implied.

5. Due on Sale or Encumbrance. In the event of any Transfer (as defined below) of
the Site, or any portion thereof or interest therein, Holder shall bave the absolute right at its option,
without prior demand or notice, to declare all sums secured hereby immediately due and payable. As
used herein, the term “Transfer” means and includes the direct or indirect sale, transfer, conveyance,
mortgage, further encumbrance, assignment, or other alienation of the Site, or any portion thereof or
interest therein, whether voluntary, involuntary, by operation of law or otherwise, the execution of
any instaliment land sale contract, sales agreement or similar instrument affecting all or a portion of
the Site, granting of an option to purchase any portion of or interest in the Site or any interest therein,
or the lease of all or substantially all of the Site or of all or substantially all of the improvements
situated on the Site. “Transfer” shall not include the leasing of individual dwelling units on the Site
so long as Maker complies with the provisions of the Regulatory Agreement and the Agreement
relating to such leasing activity. Failure of Holder to exercise the option to declare all sums secured
hereby immediately due and payable upon a Transfer will not constitute waiver of the right to
exercise this option in the event of any subsequent Transfer.

6. Security for Note. This Note shall be secured by a deed of trust and rider thereto of
even date herewith encumbering the Site (“Deed of Trust”™), executed by Maker, as trustor, in favor
of Holder, as beneficiary, The Deed of Trust shall be recorded against the Site in the Official
Records of Orange County, California.

7. Prepayment of Note. Maker may prepay this Note to Holder, provided that any
prepayment must be in full and not in part. Prepayment shall not, however, release Maker from the
requirements of the Agreement or the Regulatory Agreement.

8. Holder May Assign. Holder may, at its option, assign its right to receive payment
under this Note without necessity of obtaining the consent of the Maker.

9, Maker Assignment Prohibited. In no event shall Maker assign or transfer any
portion of this Note, the Note Amount and/or the Agreement without the prior express written
consent of the Holder.

10. Jeint and Several. The undersigned, if more than one person, shall be jointly and
severally liable hereunder.

il. Attorneys’ Fees and Costs. In the event that any action Is instituted to enforce
payment under this Note, the parties agree the non-prevailing party shall be responsible for and shall
pay to the prevailing party all court costs, atiorneys’ fees and expert witness’ fees incurred in
enforcing this Note.

12, Amendments. This Note may not be modified or amended except by an instrument

in writing expressing such intention executed by the parties sought to be bound thereby, which
writing must be so firmly attached to this Note so as to becorne a permanent part thereof.
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13. Maker’s Waivers. Maker waives any rights to require the Holder to: {a) demand
payment of amounts due (known as “presentment™), (b) give notice that amounts due have not been
paid (known as “notice of dishonor™), and (c) obtain an official certification of nonpayment (known
as “protest™).

14.  Notice. Any notice that must be given to Maker under this Note shall be given by
personal delivery or by mailing it by certified mail addressed to Maker at the following address:
8907 Warner Avenue #152, Huntington Beach, California 92647, Attention: Mr. Alwin Lee, or such
other address as Maker shall direct from time to time in writing. Failure or delay in giving any notice
required hereunder shall not constitute a waiver of any default or late payment, nor shall it change the
time for any default or payment. Any notice to Holder shall be given by certified mail at the address
stated above. .

15. Successors Bound. This Note shall be binding upon the parties hereto and their
respective heirs, successors and assigns.

IN WITNESS WHEREOQOTF, Maker has executed this Note as of the date set forth below.

MAKER:

DALE APARTMENTS, LLC, a California limited
liability company

Dated: waﬂ 91 2010 W/

Alwin Dé%, Manager
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REGULATORY AGREEMENT

WITH AFFORDABILITY COVENANTS

This REGULATORY AGREEMENT WITH AFFORDABILITY COVERANTS
(“Regulatory Agreement”) is entered into as of Janvary 12, 2010, by and between the GARDEN
GROVE AGENCY FOR COMMUNITY DEVELOPMENT, a public body, corporate and politic
(“Agency”), and DALE APARTMENTS, LLC, a California limited liability company
(“Developer™).

RECITALS

A. Developer owns approximately 38,629 square feet of real property in the City of
Garden Grove (“City™), generally located at 12632 Dale Street, Garden Grove, California, Assessor’s
Parcel Number 215-091-26, as more particularly described in the Legal Description attached hereto
as Exhibit A and incorporated herein by reference (“Site”).

B. Developer desires to develop and oOperate an apartment complex on the Site
(“Project™, consisting of twenty-five (25) apartment units {each, a “Housing Unit™).

C. The Project is subject to that certain Density Bonus Housing Agreement between
Developer and the City dated as of January 12, 2010 and recorded against the Site in the Official
Records of Orange County, California on Jamuary 20, 2010 ag Instrument No. 201000002888, The
Density Bonus Housing Agreement requires Developer to make available, restrict occupancy to, and
rent six (6) of the Housing Units to Lower Income Households at an Affordable Rent for a term of
not less than thirty (30) vears.

D. Developer and Agency have entered into an Affordable Housing Agreement dated as
of January 12, 2010 (“AHA"). Subject to the terms and conditions of the AHA, Developer has
agreed to convey certain Affordability Covenants to Agency which Affordability Covenants are set
forth in this Regulatory Agreement, including the covenant to make available, restrict occupancy to,
and rent six (6) of the Housing Units to Lower Income Households at an Affordable Rent throughout
the Affordability Period (as those terms are defined below). All capitalized ferms used herein and
not otherwise defined shall have the meanings set forth in the AHA.
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E. This Regulatory Agreement sets forth the Affordability Covenants conveyed to
Agency by Developer pursuant to the AHA and in congideration of Agency’s agreement to make the
Agency Loan to Developer. The execution and recording of this Regulatory Agreement by
Developer is a requirement of the AHA and a Condition Precedent to Agency’s obligation to make
the Agency Loan to Developer.

NOW, THEREFORE, in consideration of the mutual promises, covenants, and agreements
set forth herein, the parties hereto agree as foliows:

1. Use of Project. All uses conducted on the Site, including, without limitation, all
activities undertaken by the Developer pursuant to this Regulatory Agreement and the AHA, shall
conform to all applicable provisions of the. Garden Grove Municipal Code and other applicable
federal, state, and local laws, rules, and regulations. The Project shall at all times during the term of
this Regulatory Agreement be used as an apariment complex and none of the Housing Units in the
Project shall at any time be utilized on a transient basis, nor shall the Site or any portion thereof ever
be used as a hotel, motel, dormitory, fraternity or sorority house, rooming house, hospital, nursing
home, sanitarium or rest home, or be converted to condominium ownership. All of the community
facilities and any social programs provided to the Project’s residents shall be available at all times on
an equal, non-discriminatory basis to residents of all Housing Units at the Project.

a. Occupancy Limits. The maximum occupancy for each Housing Unit shall
not exceed five (5) persons per Housing Unit, constituting two persons per bedroom, plus one.

2. Affordable Units

a. Affordable Units. Developer hereby agrees to make available, restrict
occupancy to, and rent six (6) of the Housing Units at the Project to Lower Income Households at an
Affordable Rent throughout the entire Affordability Period. The six (6) Affordable Units shall be
“floating” units that are not permanently designated; however, at no time shall all six (6) Affordable
Units be congregated to a certain section of the Project.

(1) A tenant who qualifies as a Lower Income Household at the time he
or she first occupies an Affordable Unit shall be deemed to continue to be so qualified until such time
as a recertification of such individual’s or household’s income in accordance with Section 8 below
demonstrates that such individual or household no longer qualifies as a Lower Income Household.
Moreover, a unit previously occupied by a Lower Income Household and then vacated shali be
considered occupied by such Lower Income Household until reoccupied, other than for a temporary
period, at which time the character of the unit shall be re-determined. In no event shall such
temporary period exceed thirty-one (31) days.

(i1} At such time as a tenant occupying an Affordable Unit ceases 1o
qualify as a Lower Income Household, the unit occupied by such tenant shall cease to be an
Affordable Unit. Developer shall replace each such Affordable Unit by designating the next
available unit and any necessary units thereafter as an Affordable Unit. For purposes of this
Regulatory Agreement, such designated unit will be considered an Affordable Unit if it is held vacant
and available for occupancy by a Lower Income Household and, upon occupancy, the income
eligibility of the tenant as a Lower Income Household is verified and the tenant pays an Affordable
Rent,
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(ii)  Inthe event a tenant household occupying an Affordable Unit initially
qualifies as a Lower Income Household but the income of such household increases, such increase
shall not be deemed to result in a violation of the restrictions of this Regulatory Agreement
concerning limitations upon income of occupants, provided that the occupancy by such household is
for a Teasonable time of not fo exceed one year (measured from the time the mcome of the household
ceases {0 qualify as a Lower Income Household), at which time the Housing Unit shall cease to be an
Affordable Unit and the provisions of the immediately preceding paragraph shall apply.

bs. Definitions.

) Affordability Period. As used herein, “Affordability Period” means a
term of fifty-five (55) years from the date the final certificate of occupancy is issued for the Project.

(1) Affordable Rent. As used herein, Affordable Rent means an
affordable rent for Lower Income Households, as defined in California Health and Safety Code
Section 50053, For Lower Income Households whose gross incomes exceed the maximum income
for very low income households (as defined in Health and Safety Code Section 50105), Affordable
Rent means the product of thirty (30) percent times sixty (60) percent of the Area Median Income for
Orange County adjusted for family size appropriate for the unit. All of the Housing Units shall be
two (2) bedroom units; thus, solely for purposes of calculating Affordable Reni pursuant to this
Regulatory Agreement, a “family size appropriate to the unit” shall be three persons.

For purposes of this Regulatory Agreement, “Affordable Rent” means the
total of monthly payments for (a) use and ocoupancy of each Affordable Unit and land and facilities
associated therewith, (b) any separately charged fees or service charges assessed by Developer which
are required of all tenants, other than security deposits, () a reasonable allowance for an adequate
tevel of service of utilities not included in (a) or (b) above, including garbage collection, sewer,
water, electricity, gas and other heating, cooking and refrigeration fuels, but not including telephone
service, and (d) possessory interest, taxes or other fees or charges assessed for use of the land and
facilities associated therewith by a public or private entity other than Developer. In the event that all
utility charges are paid by the landlord rather than the tenant, no utility allowance shall be deducted
from the rent.

(iii)  Lower Income Household.  As used herein, “Lower Income
Household” has the meaning set forth in California Health and Safety Code Section 50079.5.

3. Maintenance. Developer shall maintain or cause to be maintained the interior and
exterior of the Project and the Site in a decent, safe and sanitary manner, and in accordance with the
standard of maintenance of first class multifamily rental apartment complexes within Orange County.
If at any time Developer fails to maintain the Project or the Site in accordance with this Regulatory
Agreement and such condition is not corrected within five days after written notice from Agency
with respect to graffiti, debris, and waste material, or thirty days after written notice from Agency
with respect to general maintenance, landscaping and building improvements, then Agency, in
addition to whatever remedy it may have af law or at equity, shall have the right to enter upon the
applicable portion of the Project or the Site and perform all acts and work necessary to protect,
maintain, and preserve the Project and the Site, and to attach a lien upon the Site, or 1o assess the
Site, in the amount of the expenditures arising from such acts and work of protection, maintenance,
and preservation by Agency and/or costs of such cure, including a reasonable administrative charge,
which amount shall be promptly paid by Developer to Agency upon demand.

DOCSOC/1383262v2/022012-0311



4, Marketing Program. Each Affordable Unit shall be leased to Lower Income
Households selected by Developer who meet all of the requirements provided herein. Developer
shall prepare and obtain Agency’s approval, which approval shall not be unreasonably withheld, of a
marketing program for the leasing of the Housing Units at the Project (“Marketing Program™), The
Jeasing of the Housing Units shall thereafter be marketed in accordance with the Marketing Program
as the same may be amended from time to time with Agency’s prior written approval, which
approval shall not unreasonably be withheld. Developer shall provide Agency with periodic reports
with respect 1o the leasing of the Housing Units in accordance with Sections 8 and 9.

5. Management Plan. Developer shall submit for the reasonable approval of Agency a
“Management Plan” which sets forth in detail Developer’s property management duties, a tenant
selection process in accordance with this Regulatory Agreement, a security system and crime
prevention program, the procedures for the collection of rent, the procedures for eviction of tenants,
the rules and regulations of the Site and manner of enforcement, a standard lease form, an operating
budget, the identity of the professional property management company to be coniracted with to
provide property management services at the Site (“Property Manager™), and other matters relevant
to the management of the Site. The Management Plan shall require Developer to adhere to a fair
lease and grievance procedure. The management of the Site shall be in compliance with the
Management Plan as approved by Agency.

If Agency determines that the performance of the Property Manager is deficient based upon
the standards set forth in the approved Management Plan and in this Regulatory Agreement, Agency
shall provide notice to Developer of such deficiencies and Developer shall use its best efforts to
cotrect such deficiencies. In the event that such deficiencies have not been cured within the timne set
forth in Section 501 of the AHA, Agency shall have the right to require Developer to immediately
remove and replace the Property Manager with another property manager or property management
company which is reasonably acceptable to the Agency Director, which 1s not related to or affiliated
with Developer, and which has not less than five (5) years experience in properly management,
inciuding significant experience managing rental housing facilities of the size, quality and scope of
the Project.

6. Selection of Tenants. Developer shall be responsible for the selection of tenants for
the Housing Units in compliance with lawful and reasonable criteria and the requirements of this
Regulatory Agreement. A reasonable preference in the leasing of the Housing Units shall be given as
follows:

) First, to prospeciive tenants who have been displaced by Agency’s
redevelopment activities in the implementation of the Agency’s Redevelopment Plan, to the extent
authorized by applicable federal, state or local laws or regulations;

(i1) Second, to prospective tenants on the Garden Grove Housing
Authority’s Section § Housing Vouchers waiting list and Affordable Housing waiting list; and

(iiiy  Third, to prospeciive tenants that live or work in the City.
Prior to the rental or lease of an Affordable Unit to a tenant, Developer shall require the
tenant fo execute a writien lease and to complete a Tenant Income Verification Form (in substantially

the form attached to the AHA as Attachment No.7) certifying that the tenani(s) occupying the
Affordable Unit is/are a Lower Income Household and otherwise meet(s) the eligibility requirements
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established for the Affordable Unit. Developer shall verify the income of the tenant(s) as set forth in
Section § below. ‘

1. Provistons regarding Section 8 Vouchers. Developer shall accept as tenants on the
same basis as all other prospective tenants, persons who are recipients of federal certificates for rent
subsidies pursuant to the existing program under Section 8 of the United States Housing Act of 1937,
or its successor; provided, Developer shall not rent one of the Affordable Units to a tenant holding a
Section 8 certificate unless none of the Housing Units not restricted to occupancy by Lower Income
Households pursuant to this Regulatory Agreement are available. If the only available Housing Unit
is an Affordable Unit, Developer shall no longer designate the Apartment Unit rented to a tenant
holding a Section § certificate as an Affordable Unit, shall designate the nexi-available Housing Unit
as an Affordable Unit, and shall make available, restrict occupancy to, and rent such newly
designated Affordable Unit to a Lower Income Household at an Affordable Rent pursuant to this
Regulatory Agreement, such that at all times reasonably possible six (6) of the Housing Units at the
Project shall be Affordable Units not occupied by tenants holding Section 8 certificates. If and fo the
extent the foregoing restrictions conflict with the provisions of Section 8 of the United States
Housing Act of 1937 or any rules or regulations promulgated thereundet, the provisions of Section 8
of the United States Housing Act of 1937 and all implementing rules and regulations thereto shall
control. Developer shall not apply selection criteria to Section 8 certificate holders which are more
burdensome than criteria applied to any other prospective tenants.

g, Income Verification and Certification. Following the initial lease-up of the
Project, and annually thereafier throughout the Affordability Period, Developer shall submit to
Agency, at Developer’s expense, a summary of the income, household size and rent payable by each
of the tenants of the Affordable Units. At Agency’s request, Developer shall provide to Agency
completed income compuiation and certification forms, m substantially the form of the Tenant
Tncome Verification Form attached to the AHA as Attachment No. 7 or such other form as may
reasonably be requested by Agency, for any Lower Income Households renting the Affordable Units
at the Project. Developer shall obtain, or shall cause to be obtained by the Property Manager, a
certification from each household leasing an Affordable Unit demonstrating that such household
meets the applicable income requirements and eligibility requirements established for a Lower
Income Household renting such Affordable Unit. Developer shall verify, or shall cause the Property
Manager to verify, the income certification of the Lower Income Household.

9. Monitoring and Recordkeeping. Throughout the Affordability Period, Developer
shall comply with all applicable recordkeeping and monitoring requirements set forth in California
Heath and Safety Code Section 33418 and shall annually complete and submit to Agency a
Certification of Confinuing Program Compliance in the form provided by Agency. Representatives
of Agency shall be entitled to enter the Site, upon at least thirty-six (36) hours notice, to monitor
compliance with this Regulatory Agreement, and shall be entitled to inspect the records of the Project
and to conduct an independent audit or inspection of such records at a location within the City that is
reagsonably accepiable to the Agency Director. Developer agrees o cooperate with Agency in
making the Site and the records of the Project available for such inspection or audit. Developer
agrees o maintain records for the Project in a businesslike manner, and to maintain such records
throughout the Affordability Period. Agency relies upon the information contained in reports
submitted by Developer to satisfy ifs own reporting requirements pursuant 1o Sections 33080 and
33080.1 of the California Health and Safety Code. In the event the Participant fails to submit to
Agency or its designee the certification as required by this Section, the Participant shall be in Default
under this Regulatory Agreement.
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10.  Insurance Requirements. Developer shall take out and maintain a fire and property
damage insurance policy in the full replacement amount of the Project. Developer shall also furnish
or cause to be furnished to Agency evidence satisfactory to Agency that Developer carries workers’
compensation insurance as required by law. Developer shall furnish a certificate of insurance
countersigned by an authorized agent of the insurance carrier setting forth the general provisions of
the insurance coverage. The certificate shall contain a statement of obligation on the part of the
carrier to notify Agency of any material change, cancellation or termination of the coverage at least
thirty (30) days in advance of the effective date of any such material change, cancellation or
termination. All policies shall be written by good and solvent insurers qualified to do business in
California and reasonably acceptable to Agency Director. Agency and City shall be named as
additional insureds on all policies required by this Regulatory Agreement.

11 Indemnuity. Developer shall, at its expense, defend (with counsel acceptable to
Agency), indemnify, and hold harmless Agency, City, and their officers, agents, employees and
representatives from any and all losses, liabilities, claims, lawsuits, causes of action, judgments,
setilements, court costs, attorneys’ fees, expert witness fees, and other legal expenses, costs of
evidence of title, costs of evidence of value, and other damages of whatsoever nature arising out of or
in connection with, or relating in any manner to this Regulatory Agreement, Developer’s ownership
or operation of the Site, or the development of the Project, except that arising from the gross
negligence or willful misconduct of Agency.

12. Compliance with Laws, Developer shall carry out the operation of the Project and
the Site in conformity with 2]l applicable laws, including all applicable state labor standards, City
zoning and development standards, building, plumbing, mechanical and electrical codes, and all
other provisions of the City Municipal Code, and all applicable disabled and handicapped access
requirements, including without limitation the Americans With Disabilities Act, 42 US.C.
Section 12101, et seq., Government Code Section 4450, et seq., Government Code Section 11135,
et seq., and the Unruh Civil Rights Act, Civil Code Section 31, et seg.

13.  Duty te Prevent Hazardous Material Contamination. During the development
and operation of the Project, Developer shall take all necessary precautions to prevent the release of
any Hazardous Materials into the environment on or under the Site. Such precautions shall include
compliance with all Governmental Requirements with respect to Hazardous Materials. Developer
shall notify Agency and provide to Agency a copy or copies of any notices of violation, notices fo
comply, citations, inquiries, clean-up or abatementi orders, cease and desist orders, reports filed
pursuant to self-reporting requirements and reports filed or applications made pursuant 1o any
Governmental Requirement relating to Hazardous Materials and underground tanks, and Developer
shall report to Agency, as soon as possible after each incident, any unusual, potentially important
incidents in the event of a release of any Hazardous Materials into the environment.

For purposes of this Section 13, “Governmental Requirements” shall mean all laws,
ordinances, statutes, codes, rules, regulations, orders and decrees of the United States, the state, the
county, the City, or any other political subdjvision in which the Site is located, and of any other
political subdivision, agency or instrumentality exercising jurisdiction over Agency, Developer or the
Site. '

For purposes of this Section 13, “Hazardous Materials™ means any substance, material, or

waste which is or becomes, regulated by any local governmental authority, the State of California, or
the United States Government, including, but not limited to, any material or substance which is
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(i) defined as a “hazardous waste,” “extremely hazardous waste,” or “restricted hazardous waste™
under Section 25115, 25117 or 25122.7, or listed pursuant to Section 25140 of the California Health
and Safety Code, Division 20, Chapter 6.5 (Hazardous Waste Control Law)), (ii) defined as a
“hazardous substance” under Section 25316 of the California Health and Safety Code, Division 20,
Chapter 6.8 {Carpenter-Presiey-Tanner Hazardous Substance Account Act), (iii) defined as a
“hazardous material,” “hazardous substance,” or “hazardous waste” under Section 25501 of the
California Health and Safety Code, Division 20, Chapter 6,95 (Hazardous Materials Release
Response Plans and Inventory), (iv) defined as a “hazardous substance” under Section 25281 of the
California Health and Safety Code, Division 20, Chapter 6.7 (Underground Storage of Hazardous
Substances), (v) petroleum, (vi) friable asbestos, (vii) polychlorinated biphenyls, (viii) methy] tertiary
buty] ether, (ix) designated as “hazardous substances” porsuant to Section 311 of the Clean Water
Act (33 U.S.C. §1317), (x) defined as a “hazardous waste” pursuant to Section 1004 of the Resource
Conservation and Recovery Act, 42 U.S.C. §§6901, et seq. (42 U.S.C. §6903) or {xi) defined as
“hazardous substances” pursuant to Section 101 of the Comprehensive Environmental Response,
Compensation, and Liability Act, 42 US.C. §§9601, et seq. Notwithstanding the foregoing,
“Hazardous Materials” shall not include such products in quantities as are customarily used in the
construction, maintenance, rehabilitation or management of residential developments or associated
buildings and grounds, or fypically used in residential activities in a manner typical of other
comparable residential developments, or substances commonly ingested by a significant population
living within the Project, including without linvitation alcohol, aspirin, tobacco and saccharine.

i4. Non-Discrimination Covenants. Developer covenants by and for itself, its
successors and assigns, and all persons c¢laiming under or through them that there shall be no
discrimination against or segregation of, any person or group of persons om 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 Site, nor shall the grantee or any person claiming under or through him or
her, establish or permit any practice or practices of discrimination or segregation with reference to
the selection, location, number, use or occupancy of tenants, lessees, subtenants, sublessees, or
vendees in the Site. The foregoing covenants shall run with the land.

The covenanis established in this Section 14 shall, without regard fo technical classification
and designation, be binding for the benefit and in favor of Agency and its successors and assigns, and
ghali remain in effect in perpetuity.

15, Defaults and Remedies. Defaults of this Regulatory Agreement and remedies
therefor shall be governed by the provisions of Section 500, ef seq., of the Affordable Housing
Regulatory Agreement.

16. Waiver of Terms and Conditions. Any party may, in its sole discretion, waive in
writing any of the terms and conditions of this Regulatory Agreement. Waivers of any covenant,
term, or condition contained herein shall not be construed as a waiver of any subsequent breach of
the same covenant, term, or condition.

17 Non-Liability of Agency Officials and Empleyees. No member, official, employee
or agent of Agency shall be personally liable to Developer, or any successor in interest, in the event
of any default or breach by Agency or for any amount which may become due to Developer or its
successors, or on any obligations under the terms of this Regulatory Agreement.
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18. Time. Time is of the essence in this Regulatory Agreemert.

19.  Notices. Any approval, disapproval, demand, document or other notice (“Notice”)
which either party may desire to give to the other party under this Regulatory Agreement must be in
writing and may be given either by (i) personal service, (ii) delivery by reputable document delivery
service such as Federal Express that provides a receipt showing date and time of delivery, or
(ii) mailing in the United States mail, certified mail, postage prepaid, return receipt requested,
addressed to the address of the party as set forth below, or at any other address as that party may later
designate by Netice:

Developer:  Dale Apartments, LLC
16509 Brookhurst Street, Suite A
Fountain Valley, CA 92708
Attention: Alwin Lee

Agency: Garden Grove Agency for Community Development
11222 Acacia Parkway
Garden Grove, California 92840
Attention: Agency Director

Such addresses may be changed by Notice to the other party given in the same manner as
provided above.

20.  Third Party Beneficiaries. The City and its successors and assigns shall be intended
third party beneficiaries of this Regulatory Agreement. City shall have full right and ability (but no
obligation) to enforce each and every covenant and restriction in this Regulatory Agreement. No
other person(s) or entity(ies) shall have any right of action hereunder.

21, Partial Invalidity. If any provision of this Regulatory Agreement shall be declared
invalid, illegal, or unenforceable, the validity, legality, and enforceability of the remaining provisions
hereof shall not in any way be affected or impaired.

22, Governing Law. This Regulatory Agreement shall be construed in accordance with
and be governed by the laws of the State of California, Any references herein to particular statutes or
regulations shall be deemed fo refer to successor statutes or regulations, or amendments thereto.

23, Amendment. This Regulatory Agreement may not be changed orally, but only by
agreement in writing signed by Developer and Agency.

[Signatures appear on following page.}
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IN WITNESS WHEREOF, the parties hereto have exccuted this Regulatory Agreement
with Affordability Covenants as of the date first set forth above.

ATTEST:

‘?zﬁiﬁtw oo esiho

Agehcy Secretary

APPROVED AS TO FORM:

0N

Stradling Yocea Carlson & Rauth,
Agency Counsel
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DEVELOPER:

"DALE APARTMENTS, LLC, a California Limited

liability cormpany

Alwin L&, Manager

AGENCY:

GARDEN GROVE AGENCY FOR
COMMUNITY DEVELOPMENT, a public body,
corporate and politic

Mﬁm

Matthew Fe a] Agency Dlrector



On

STATE OF CALIFORNIA

COUNTY OF __(JpAde

)
) ss.
)

-
Jd une 20 2010 , before me, f)f\‘ﬁl“ﬁ“’”i fead , Notary Pubtic,

{(Print Name of Notary Public)
personally appeared Mwin L%;MQWWL@W M—M;%u 7:3'5 IWQ ?}/V/

who proved to me on the basis of satisfactory evidence to be the person(s) whose name(s) is/are
subscribed 1o the within instrument and acknowledged to me that he/shefthey executed the same
in his/hét/their authorized capacity@es), and that by his/hesftheir signature(sy on the instrument the
persongs), or the entity upon behalf of which the person(g¥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.

PRttt tneay  WITNESS my hand and official seal.

SHERRILL A. MEAD

Commission # 1864727
Notary Public - Callforaia
Signature of Notzry Public

Oranga County

(ME

OPTIONAL

Though the data below is not required by law, it may prove valuable to persons relying on the document and could prevent
fraudulent reattachment of this form.

CAPACITY CLAIMED BY SIGNER DESCRIPTION OF ATTACHED DOCUMENT

Individual
Corporate Officer

oooo M

Title(s) Title Or Type O Document

Partner(s} [ Limited
3 General

Attorney-In-Fact

Trustoe(s)

Guardian/Conservator

Other:

Number Of Pages

Signer is representing:
Nane Of Person(s) Or Entity(ies)

Date Of Documents

Signer{s) Other Than Named Above
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STATE OF CALIFORNIA )

COUNTY OF ,_ﬁﬁl_/&%/_ )

L

On JU Ne 2! Q010 , before me, &(\MQ “A M@Q(;{l , Notary Public,
{Print Name of Notery Public)

personally appeared M ﬁ/‘]‘% ALY, 12&’(‘ W

who proved to me on the basis of satisfactory evidence o be the person(#y whose namels) is/are
subscribed to the within instrument and acknowledged to me that he/shefthey executed the same
in his/kerfireir authorized capacity(ies), and that by hisfhesftheir signature(s) 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.

PP A N N S W W o o

SHERRILL A, MEAD %
Comemission # 1864727 2 WITNESS my hand and official seal.
£

totary Public - California
(M gad

Orange County
Oot 16, 201
Signatlire of Notary Public

OPTIONAL

Though the data below is not required by law, it may prove valuable to persons relying on the document and could prevent
fraudalent reattachment of this form,

CAPACITY CLAIMED BY SIGNER DESCRIPTION OF ATTACHED DOCUMENT
(W] Individual
[} Corporate Officer
Title(s) Titde Or Type ©f Document

i Partner(s) O Limited

[t General
1 Attorney-In-Fact
O Trustee(s)
1 Guardian/Conservator Maumber Of Pages
i Other:

Signer is representing:
Narne OF Person(s) Or Batity(ies)

Date OF Documents

Signer(s) Other Than Named Above
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EXHIBIT A
LEGAL DESCRIPTION

That certain real property located in the City of Garden Grove, County of Orange, State of
California, described as follows: '

THE WEST HALF OF THE SOUTHWEST QUARTER OF THE NORTHWEST
QUARTER OF THE SOUTHEAST QUARTER OF SECTION 36, TOWNSHIP 4 SOUTH, RANGE
11 WEST, SAN BERNARDINO BASE & MERIDIAN.

EXCEPT THE SOUTH 531.56 FEET THEREOF.

ALSO EXCEPT THE WEST 20 FEET LYING IN DALE STREET AS NOW
ESTABLISHED.

Assessor’s Parcel No. 215-091-26
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