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REGULATORY AGREEMENT AND DECLARATION OF
RESTRICTIVE COVENANTS

This REGULATORY AGREEMENT AND DECLARATION OF RESTRICTIVE
COVENANTS (the “Regulatory Agreement”) is made and entered into as of October 1, 2015, by
and among the CITY AND COUNTY OF SAN FRANCISCO, a municipal corporation,
organized and existing under the laws of the State of California (together with any successor to
its rights, duties and obligations, the “City”), U.S. BANK NATIONAL ASSOCIATION, as
Fiscal Agent, and 430 TURK ASSOCIATES, L.P., a California limited partnership (the
“Owner’’), owner of a leasehold interest in the land described in Exhibit A attached hereto.

RECITALS

A. WHEREAS, pursuant to the Charter of the City, Article I of Chapter 43 of the
Administrative Code of the City and County of San Francisco Municipal Code and Chapter 7 of
Part 5 of Division 31 of the California Health and Safety Code (collectively, the “Act”), the City
is authorized to issue revenue notes to finance the acquisition and rehabilitation of multifamily
rental housing; and

B. WHEREAS, the Board of Supervisors of the City has authorized the issuance of
multifamily mortgage revenue notes under the Act in connection with the acquisition and
rehabilitation of a multifamily residential rental housing project located on the site described in
Exhibit A hereto and to be known as 430 Turk Apartments (the “Project”), which Project shall be
subject to the terms and provisions hereof; and

C. WHEREAS, in furtherance of the purposes of the Act and as a part of the City’s
plan of financing affordable housing, the City is issuing its revenue note designated “City and
County of San Francisco Multifamily Housing Revenue Note (430 Turk Apartments), 2015
Series P” (the “Note”) pursuant to the terms of a Funding Loan Agreement of even date herewith
(the “Funding Loan Agreement”), among the City, Bank of America, N.A., as initial funding
lender (the “Lender”) and U.S. Bank National Association, as Fiscal Agent (the “Fiscal Agent”),
the proceeds of which Note are to be loaned to the Owner (the “Loan”) pursuant to a Project
Loan Agreement, of even date herewith (the “Project Loan Agreement”), among the City, the
Fiscal Agent and the Owner; and

D. WHEREAS, the Federal Home Loan Mortgage Corporation, a shareholder-owned
government-sponsored enterprise (“Freddie Mac”) has entered into an agreement with the
Lender whereby Freddie Mac has committed to facilitate the permanent financing of the Project
by purchasing the Funding Loan, as evidenced by the Note, from the Lender upon completion of
the rehabilitation of the Project, on such date and subject to the satisfaction of certain conditions
as further described in the Funding Loan Agreement and the Construction Phase Financing
Agreement of even date herewith among Freddie Mac, Lender and Owner; and

E. WHEREAS, the City hereby certifies that all things necessary to make the Note,
when issued as provided in the Funding Loan Agreement, the valid, binding and limited
obligation of the City, have been done and performed, and the execution and delivery of the



Funding Loan Agreement and the issuance of the Note, subject to the terms thereof, in all
respects have been duly authorized; and

F. WHEREAS, the Internal Revenue Code of 1986, as amended (the “Code”) and
the regulations and rulings promulgated with respect thereto and the Act prescribe that the use
and operation of the Project be restricted in certain respects and in order to ensure that the
Project will be acquired, constructed, equipped, used and operated in accordance with the Code
and the Act, the City, the Fiscal Agent and the Owner have determined to enter into this
Regulatory Agreement in order to set forth certain terms and conditions relating to the
acquisition, rehabilitation and operation of the Project.

AGREEMENT

NOW, THEREFORE, in consideration of the mutual covenants and undertakings set
forth herein, and for other good and valuable consideration, the receipt and sufficiency of which
hereby are acknowledged, the City, the Fiscal Agent and the Owner agree as follows:

1. Definitions and Interpretation. Capitalized terms used herein have the meanings
assigned to them in this Section 1, unless the context in which they are used clearly requires
otherwise:

“Act” means the Charter of the City, Article I of Chapter 43 of the Administrative Code
of the City and County of San Francisco Municipal Code and Chapter 7 of Part 5 of Division 31
of the Health and Safety Code of the State of California, as now in effect and as it may from time
to time hereafter be amended or supplemented.

“Administrative Plan” means the Housing Authority’s Housing Choice Voucher Program
Administrative Plan (as amended from time to time), which sets forth the Housing Authority’s
local policies for operation of its housing programs in accordance with federal laws and
regulations.

“Adjusted Income” means the adjusted income of a person (together with the adjusted
income of all persons of the age of 18 years or older who intend to reside with such person in one
residential unit) as calculated in the manner prescribed pursuant to Section 8 of the Housing Act
or, if said Section 8 is repealed, as prescribed pursuant to said Section 8 immediately prior to its
termination or as otherwise required under Section 142 of the Code and the Act.

“Affiliated Party” means (a) a Person whose relationship with the Owner would result in
a disallowance of losses under Section 267 or 707(b) of the Code, (b) a Person who together with
the Owner are members of the same controlled group of corporations (as defined in
Section 1563(a) of the Code, except that “more than 50 percent” shall be substituted for “at least
80 percent” each place it appears therein), (c) a partnership and each of its partners (and their
spouses and minor children) whose relationship with the Owner would result in a disallowance
of losses under Section 267 or 707(b) of the Code, and (d) an S corporation and each of its
shareholders (and their spouses and minor children) whose relationship with the Owner would
result in a disallowance of losses under Section 267 or 707(b) of the Code.



“Area” means the HUD Metro Fair Market Rent Area (HMFA) according to the
Metropolitan Statistical Area (San Francisco-Oakland-Hayward), or successor area determined
by the Census Bureau or the United States Department of Commerce, in which the Project is
located.

“Authorized Owner Representative” means any person who at the time and from time to
time may be designated as such, by written certificate furnished to the City and the Fiscal Agent
containing the specimen signature of such person and signed on behalf of the Owner by the
general partner(s) of the Owner, which certificate may designate an alternate or alternates.

“Available Units” means residential units in the Project (except for not more than two
units set aside for resident managers) that are actually occupied and residential units in the
Project that are vacant and have been occupied at least once after becoming available for
occupancy, provided that (a) a residential unit that is vacant on the later of (i) the date the Project
is acquired or (ii) the date of issuance of the Note is not an Available Unit and does not become
an Available Unit until it has been occupied for the first time after such date, and (b) a residential
unit that is not available for occupancy due to renovations is not an Available Unit and does not
become an Available Unit until it has been occupied for the first time after the renovations are
completed.

“Bond Counsel” means an attorney or a firm of attorneys of nationally recognized
standing in matters pertaining to the issuance, sale and delivery of Tax Exempt debt issued by
states and their political subdivisions including as the context requires matters pertaining to the
Act and the Code, who is selected by the City and duly admitted to the practice of law before the
highest court of the State.

“CDLAC” means the California Debt Limit Allocation Committee.

“CDLAC Requirements” means the requirements described in Section7 of this
Regulatory Agreement.

“CDLAC Resolution” means the Resolution described in Section 7 of this Regulatory
Agreement.

“Certificate of Continuing Program Compliance” means the Certificate with respect to
the Project to be filed by the Owner with the City and the Program Administrator, which shall be
substantially in the form attached to this Regulatory Agreement as Exhibit D, or such other form
as is provided by the City.

“City” means the City and County of San Francisco, California.
“Closing Date” means the date of the issuance of the Note, being October __, 2015.

“Code” means the Internal Revenue Code of 1986, as in effect on the date of issuance of
the Note or (except as otherwise referenced herein) as it may be amended to apply to obligations
issued on the date of issuance of the Note, together with applicable temporary and final
regulations promulgated, and applicable official public guidance published, under the Code.



“Completion Certificate” means the certificate of completion of the rehabilitation of the
Project required to be delivered to the City and the Lender by the Owner pursuant to Section 2 of
this Regulatory Agreement, which shall be substantially in the form attached to this Regulatory
Agreement as Exhibit C.

“Completion Date” means the date of completion of the rehabilitation of the Project, as
that date shall be certified as provided in Section 2 of this Regulatory Agreement.

“Costs of Issuance” means issuance costs for purposes of Section 147(g) of the Code
incurred with respect to the issuance of the Note, but do not include fees charged by the City
with respect thereto.

“CTCAC” means the California Tax Credit Allocation Committee.

“Existing Tenant” means any Tenant lawfully residing at, or legally entitled to return to,
the Site pursuant to RAD Program requirements, as of the Closing Date.

“Facilities” means the multifamily buildings, structures and other improvements on the
Site to be acquired, constructed, improved, rehabilitated and equipped, and all fixtures and other
property owned by the Owner and located on the Site, or used in connection with, such
buildings, structures and other improvements.

“Financing Documents” means, collectively, (i) the Funding Loan Agreement, the Note
and the Tax Certificate; (ii) the Project Loan Documents and the Construction Loan Documents
(during the Construction Phase), as defined in the Funding Loan Agreement, and (iii) all other
documents or instruments evidencing, securing or relating to the Loans, and any amendments,
modifications, renewals or substitutions of any of the foregoing pursuant to their respective
terms.

“Fiscal Agent” means U.S. Bank National Association, or any other person or entity
appointed by the City as successor thereto pursuant to the requirements of the Funding Loan
Agreement.

“Funding Loan Agreement” means the Funding Loan Agreement, of even date herewith,
among the City, the Lender and the Fiscal Agent.

“General Partner” means 430 Turk GP LLC, a California limited liability company,
and/or any other Person that the partners of Owner, with the prior written approval of Lender (to
the extent required pursuant to the Financing Documents), have selected to be a general partner
of Owner, and any successor general partner of the Owner, in each case to the extent permitted
under the Financing Documents and hereunder.

“Housing Act” means 42 U.S.C. §1437, known as the United States Housing Act of
1937, as amended.

“Housing Authority” means the Housing Authority of the City and County of San
Francisco and any of its successors.



“Housing Law” means Chapter 7 of Part 5 of Division 31 of the California Health and
Safety Code, as amended.

“HUD” means the United States Department of Housing and Urban Development, its
successors and assigns.

“Income Certification Form” means the fully completed and executed Income
Certification Form substantially in the form attached to this Regulatory Agreement as Exhibit B,
or such other form as may be provided by the City.

“Inducement Date” means April 24, 2015, the effective date of the Inducement
Resolution.

“Inducement Resolution” means the resolution adopted by the Board of Supervisors of
the City and approved by the Mayor of the City on the Inducement Date, indicating the City’s
intention to issue Tax Exempt obligations to finance a portion of the Project.

“Investor Limited Partner” means Bank of America, N.A., and any successor investor
limited partner of the Owner.

“Lease” means that certain Ground Lease Agreement executed by and between the
Housing Authority and the Owner.

“Lender” means Bank of America, N.A., as Initial Funding Lender under the Funding
Loan Agreement, and its successors and assigns as holder(s) of the Note.

“Loan” means the loan of the proceeds of the Note made to the Owner pursuant to the
Project Loan Agreement to provide financing for the acquisition, rehabilitation, equipping and
improvement of the Project.

“Maturity Date” means [MaturityDate], being the final maturity date of the Note.

“Median Income for the Area” means the median gross income for the Area, as
determined in a manner consistent with determinations of area median gross income under
Section 8 of the Housing Act and Section 3009a of the Housing and Economic Recovery Act of
2008 (Pub.L. 110-289, 122 Stat. 2654) or, if said Section 8 is terminated, as prescribed pursuant
to said Section 8 immediately prior to its termination or as otherwise required under Section 142
of the Code and the Act, including adjustments for household size; provided that, in any conflict
between the determination of Median Income for the Area pursuant to the requirements of the
RAD Program and those of Section 142 of the Code and/or the Act, the most restrictive
requirements shall control.

“Mortgage” means the Construction Leasehold Deed of Trust with Assignment of Rents,
Security Agreement and Fixture Filing, dated for reference purposes as of the date hereof,
executed by the Owner and granting a first lien on the Facilities and the Owner’s leasehold
interest in the Site for the benefit of the City and assigned to the Fiscal Agent as security for the
Note, as the same will be amended and restated upon Conversion (as defined in the Funding
Loan Agreement), including any amendments, restatements and supplements thereto.
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“Note” means the City and County of San Francisco Multifamily Housing Revenue Note
(430 Turk Apartments), 2015 Series P, issued pursuant to the Funding Loan Agreement.

“Owner” means 430 Turk Associates, L.P., a California limited partnership, and its
permitted successors and assigns.

“Partnership Agreement” means the Amended and Restated Agreement of Limited
Partnership relating to Owner, by and among the General Partner, the Investor Limited Partner
and the Special Limited Partner.

“Program Administrator” means a governmental agency, a financial institution, a
certified public accountant, an apartment management firm, a mortgage insurance company or
other business entity performing similar duties or otherwise experienced in the administration of
restrictions on bond financed multifamily housing projects, which shall be the City initially and,
at the City’s election, any other person or entity appointed by the City who shall enter into an
administration agreement in a form acceptable to the City.

“Project” means the Facilities and the Site.

“Project Costs” means, to the extent authorized by the Code, the Regulations and the Act,
any and all costs incurred by the Owner with respect to the rehabilitation of the residential
component of the Project, whether paid or incurred prior to or after the Inducement Date,
including, without limitation, costs for site preparation, the planning of housing and related
facilities and improvements, the acquisition of property, the removal or demolition of existing
structures, the rehabilitation of housing and related facilities and improvements, and all other
work in connection therewith, and all costs of financing, including, without limitation, the cost of
consultant, accounting and legal services, other expenses necessary or incident to determining
the feasibility of the Project, contractor’s and Owner’s overhead and supervisors’ fees and costs
directly allocable to the Project, administrative and other expenses necessary or incident to the
Project and the financing thereof (including reimbursement to any municipality, county or entity
for expenditures made for the Project), and interest accrued during rehabilitation and prior to the
Completion Date.

“Project Loan Agreement” means the Project Loan Agreement, of even date herewith,
among the City, the Fiscal Agent and the Owner, pursuant to which the Loan was made.

[“Purchase Option Agreement” means the Purchase Option Agreement, of even date

herewith, among the Owner, and , a California limited liability company
(“LLC”) and , and the Right of First Refusal Agreement
between the Owner and [ ].

“Qualified Project Costs” means the Project Costs incurred after the date which is sixty
(60) days prior to the Inducement Date and that are chargeable to a capital account with respect
to the Project for federal income tax and financial accounting purposes, or would be so
chargeable either with a proper election by the Owner or but for the proper election by the
Owner to deduct those amounts, within the meaning of Treasury Regulations
Section 1.103-8(a)(1); provided, however, that only such portion of the interest accrued during
rehabilitation of the Project shall constitute a Qualified Project Cost as bears the same ratio to all
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such interest as the Qualified Project Costs bear to all Project Costs, and provided further that
such interest shall cease to be a Qualified Project Cost on the Completion Date, and provided
still further that if any portion of the Project is being constructed by an Affiliated Party (whether
as a general contractor or a subcontractor), “Qualified Project Costs” shall include only (a) the
actual out-of-pocket costs incurred by such Affiliated Party in constructing the Project (or any
portion thereof), (b) any reasonable fees for supervisory services actually rendered by the
Affiliated Party, and (c) any overhead expenses incurred by the Affiliated Party which are
directly attributable to the work performed on the Project, and shall not include, for example,
intercompany profits resulting from members of an affiliated group (within the meaning of
Section 1504 of the Code) participating in the construction and/or rehabilitation of the Project or
payments received by such Affiliated Party due to early completion of the Project (or any portion
thereof). Qualified Project Costs do not include Costs of Issuance.

“Qualified Project Period” means the period beginning on the Closing Date and ending
on the later of the following:

(a) the date that is fifteen (15) years after the date on which at least fifty
percent (50%) of the units in the Project are first occupied;

(b) the first date on which no Tax Exempt private activity bond with respect
to the Project is Outstanding;

(©) the date on which any assistance provided with respect to the Project
under Section 8 of the Housing Act terminates;

(d) the date that is fifty-five (55) years after the Closing Date; or
(e) such later date as may be provided in Section 5 or Section 7 hereof.
“Qualified Tenant” means an Existing Tenant or a Very Low Income Tenant.

“RAD Conversion Commitment” means the commitment issued by HUD allowing
property governed by Section 9 of the Housing Act to be converted to property that will receive
(a) project-based Housing Choice Voucher assistance or (b) project-based Section 8 housing
assistance payments.

“RAD Program” means HUD’s Rental Assistance Demonstration program as authorized
by P.L. 112-55, as amended from time to time, and regulations and guidelines promulgated by
HUD in connection thereto.

“Regulations” means the income tax regulations promulgated by the Internal Revenue
Service or the United States Department of the Treasury pursuant to the Code from time to time.

“Regulatory Agreement” means this Regulatory Agreement and Declaration of
Restrictive Covenants, together with any amendments hereto or supplements hereof.

“Restricted Unit” means a Very Low Income Unit and/or a unit occupied by a Existing
Tenant.



“Section 8” means Section 1437f of the Housing Act, unless explicitly referring to a
section of this Regulatory Agreement (e.g., “Section 8 hereof™).

“Servicer” shall have the meaning assigned to such term in the Funding Loan Agreement.

“Site” means the parcel or parcels of real property described in Exhibit A, which is
attached hereto, and all rights and appurtenances thereto, and in which the Owner has a leasehold
interest.

“Special Limited Partner” means Banc of America CDC Special Holding Company, Inc.,
a North Carolina corporation.

“SSI” means Supplemental Security Income administered pursuant to P.L. 74-271,
approved August 14, 1935, 49 Stat. 620, as now in effect and as it may from time to time
hereafter be amended or supplemented.

“State” means the State of California.

“TANF’ means the Temporary Assistance for Needy Families program administered
pursuant to 42 U.S.C. §§ 601-687.

“Tax Certificate” means [TaxCertificateName].

“Tax Exempt” means, with respect to the status of interest on the Funding Loan or the
Note, the exclusion of interest thereon from gross income of the Lender for federal income tax
purposes pursuant to Section 103(a) of the Code (other than interest on any portion of the
Funding Loan or the Note owned by a “substantial user” of the Project or a “related person”
within the meaning of Section 147 of the Code).

“Tenant” means, at any time of determination thereof, all persons who together occupy a
single residential unit in the Project, and upon the occupancy of a unit by any individual in
addition to the previous Tenant of such unit, such unit shall be deemed to be occupied by a new
Tenant.

“Very Low Income Tenant” means any Tenant whose Adjusted Income does not exceed
fifty percent (50%) of the Median Income for the Area; provided, however, if all the occupants
of a unit are students (as defined under Section 152(f)(2) of the Code), no one of whom is
entitled to file a joint return under Section 6013 of the Code, such occupants shall not qualify as
Very Low Income Tenants. The determination of a Tenant’s status as a Very Low Income
Tenant shall initially be made by the Owner on the basis of an Income Certification Form (a
form of which is attached hereto as Exhibit B) executed by the Tenant upon such Tenant’s
occupancy of a unit in the Project and upon annual recertification thereafter.

“Very Low Income Unit” means a dwelling unit in the Project required to be rented to, or
designated for occupancy by, Very Low Income Tenants pursuant to Section 4 of this Regulatory
Agreement.



Unless the context clearly requires otherwise, as used in this Regulatory Agreement,
words of the masculine, feminine or neuter gender used in this Regulatory Agreement shall be
construed to include each other gender when appropriate and words of the singular number shall
be construed to include the plural number, and vice versa, when appropriate. This Regulatory
Agreement and all the terms and provisions hereof shall be construed to effectuate the purposes
set forth herein and to sustain the validity hereof.

The defined terms used in the preamble and recitals of this Regulatory Agreement have
been included for convenience of reference only, and the meaning, construction and
interpretation of all defined terms shall be determined by reference to this Section 1
notwithstanding any contrary definition in the preamble or recitals hereof. The titles and
headings of the sections of this Regulatory Agreement have been inserted for convenience of
reference only, and are not to be considered a part hereof and shall not in any way modify or
restrict any of the terms or provisions hereof or be considered or given any effect in construing
this Regulatory Agreement or any provisions hereof or in ascertaining intent, if any question of
intent shall arise.

2. Acquisition and Rehabilitation of the Project. The Owner hereby represents, as of
the date hereof, and covenants, warrants and agrees as follows:

(a) The Owner has incurred, or will incur within six months after the Closing
Date, a substantial binding obligation to a third party to expend not less than five percent (5%)
of the aggregate principal amount of the Note for the payment of Qualified Project Costs.

(b) The Owner’s reasonable expectations respecting the total cost of
rehabilitation of the Project and the disbursement of Note proceeds are accurately set forth in
the Tax Certificate, which has been delivered to the City on the Closing Date.

(©) The Owner will proceed with due diligence to complete the acquisition
and rehabilitation of the Project and expects to expend the maximum authorized amount of the
Loan for Project Costs within 3 years of the Closing Date.

(d) No later than ten (10) days after the Completion Date, the Owner will
submit to the City a duly executed and completed Completion Certificate.

(e) The Owner shall prepare and submit to the City a final allocation of the
proceeds of the Note to the payment of Qualified Project Costs, which allocation shall be
consistent with the Cost Certification (as defined in the Partnership Agreement), within sixty
(60) days after the Completion Date, but in any event no later than the earlier of (1) eighteen
(18) months from the placed in service date for the Project, (2) the Maturity Date or (3) the fifth
anniversary of the Closing Date.

® [Reserved].

(2) Money on deposit in any fund or account in connection with the Note,
whether or not such money was derived from other sources, shall not be used by or under the
direction of the Owner in a manner which would cause the Note to be an “arbitrage bond”
within the meaning of Section 148 of the Code, and the Owner specifically agrees that the
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investment of money in any such fund shall be restricted as may be necessary to prevent the
Note from being an “arbitrage bond” under the Code.

(h) The Owner (and any person related to it within the meaning of
Section 147(a)(2) of the Code) will not take or omit to take any action if such action or omission
would in any way cause the proceeds from the sale of the Note to be applied in a manner
contrary to the requirements of the Funding Loan Agreement, the Project Loan Agreement or
this Regulatory Agreement.

) On or concurrently with the final draw by the Owner of amounts
representing proceeds of the Note, the expenditure of such draw, when added to all previous
disbursements representing proceeds of the Note, will result in not less than 97 percent (97%) of
all disbursements of Note proceeds having been used to pay or reimburse the Owner for
Qualified Project Costs and less than 25 percent (25%) of all disbursements having been used to
pay for the acquisition of land or any interest therein.

() The statements made in the various certificates delivered by the Owner to
the City on the Closing Date are true and correct.

(k) All of the amounts received by the Owner from the proceeds of the Note
and earnings from the investment of such proceeds will be used to pay Project Costs; and no
more than two percent (2%) of the proceeds of the Note shall be used to pay Costs of Issuance
of the Note.

) The Owner will not knowingly take or permit, or omit to take or cause to
be taken, as is appropriate, any action that would adversely affect the exclusion from gross
income for federal income tax purposes of the Holder of the Note (other than with respect to
interest on any portion thereof for a period during which such portion is held by a “substantial
user’” of any facility financed with the proceeds of the Note or a “related person,” as such terms
are used in Section 147(a) of the Code), and, if it should take or permit, or omit to take or cause
to be taken, any such action, it will take all lawful actions necessary to rescind or correct such
actions or omissions promptly upon obtaining knowledge thereof.

(m)  The Owner will take such action or actions as may be necessary, in the
written opinion of Bond Counsel to the City, to comply fully with the Act, the Code and all
applicable rules, rulings, policies, procedures, Regulations or other official statements
promulgated, proposed or made by the Department of the Treasury or the Internal Revenue
Service to the extent necessary to maintain the exclusion from gross income for federal income
tax purposes of the Holder of the Note (other than with respect to interest on any portion thereof
for a period during which such portion is held by a “substantial user” of any facility financed
with the proceeds of the Note or a “related person,” as such terms are used in Section 147(a) of
the Code).

3. Qualified Residential Rental Property. The Owner hereby acknowledges and
agrees that the Project will be owned, managed and operated as a “qualified residential rental
project” (within the meaning of Section 142(d) of the Code). The City hereby elects to have the
Project meet the requirements of Section 142(d)(1)(B) of the Code and the Owner hereby elects
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and covenants that it shall comply with Section 142(d)(1)(B) of the Code. To that end, and for
the term of this Regulatory Agreement, the Owner hereby represents, as of the date hereof, and
covenants, warrants and agrees as follows:

(a) The Project is being acquired and rehabilitated for the purpose of
providing multifamily residential rental property, and the Owner shall own, manage and operate
the Project as a project to provide multifamily residential rental property comprised of a
building or structure or several interrelated buildings or structures, together with any
functionally related and subordinate facilities, and no other facilities, in accordance with
applicable provisions of Section 142(d) of the Code and Section 1.103-8(b) of the Regulations,
and the Act, and in accordance with such requirements as may be imposed thereby on the
Project from time to time.

(b) All of the residential dwelling units in the Project will be similarly
constructed units, and, to the extent required by the Code and the Regulations, each residential
dwelling unit in the Project will contain complete separate and distinct facilities for living,
sleeping, eating, cooking and sanitation for a single person or a family, including a sleeping
area, bathing and sanitation facilities and cooking facilities equipped with a cooking range
(which may be a countertop cooking range), refrigerator and sink.

(©) None of the residential dwelling units in the Project will at any time be
used on a transient basis (e.g., subject to leases that are less than 30 days duration) (including
use as a corporate suite), or be used as a hotel, motel, dormitory, fraternity house, sorority
house, rooming house, nursing home, hospital, sanitarium, rest home, retirement house or trailer
court or park.

(d) No part of the Project will at any time be owned as a condominium or by
a cooperative housing corporation, nor shall the Owner take any steps in connection with a
conversion to such ownership or uses. Other than obtaining a final subdivision map on the
Project and a Final Subdivision Public Report from the California Department of Real Estate,
the Owner shall not take any steps in connection with a conversion of the Project to a
condominium ownership except with the prior written opinion of Bond Counsel that the interest
on the Note will not become taxable thereby under Section 103 of the Code.

(e) All of the residential dwelling units in the Project will be available for
rental on a continuous basis to members of the general public and the Owner will not give
preference to any particular class or group in renting the residential dwelling units in the
Project, except to the extent required by (i) this Regulatory Agreement, (ii) any regulatory or
restrictive use agreement to which the Project is subject pursuant to Section 42 of the Code, (iii)
any additional tenant income and rent restrictions imposed by any other federal, State or local
governmental agencies, and (iv) any other legal or contractual requirement not excepted by
clauses (1) through (iii) of this paragraph, upon receipt by the Owner, the Fiscal Agent, the
Lender and the City of an opinion of Bond Counsel to the effect that compliance with such
other requirement will not adversely affect the Tax Exempt status of interest on the Note.

) The Site consists of a parcel or parcels that are contiguous and all of the
Facilities will comprise a single geographically and functionally integrated project for
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residential rental property and approved ancillary uses, as evidenced by the ownership,
management, accounting and operation of the Project.

(2) No residential dwelling unit in the Project shall be occupied by the
Owner. Notwithstanding the foregoing, if the Project contains five or more residential dwelling
units, this subsection shall not be construed to prohibit occupancy of residential dwelling units
by one or more resident managers or maintenance personnel any of whom may be the Owner;
provided that the number of such managers or maintenance personnel is not unreasonable given
industry standards in the area for the number of residential dwelling units in the Project.

(h) The Owner shall not discriminate on the basis of race, creed, religion,
color, sex, source of income (e.g., TANF, Section 8 or SSI), physical disability (including
HIV/AIDS), age, national origin, ancestry, marital or domestic partner status, sexual preference
or gender identity in the rental, lease, use or occupancy of the Project or in connection with the
employment or application for employment of persons for the rehabilitation, operation and
management of the Project, except to the extent required hereby.

1) Should involuntary noncompliance with the provisions of
Section 1.103-8(b) of the Regulations be caused by fire, seizure, requisition, foreclosure,
transfer of title by assignment of the leasehold interest in the Project in lieu of foreclosure,
change in a federal law or an action of a federal agency after the Closing Date which prevents
the City from enforcing the requirements of the Regulations, or condemnation or similar event,
the Owner covenants that, within a “reasonable period” determined in accordance with the
Regulations, it will either prepay the Note or, if permitted under the provisions of the Mortgage
and the Funding Loan Agreement, apply any proceeds received as a result of any of the
preceding events to reconstruct the Project to meet the requirements of Section 142(d) of the
Code and the Regulations.

) The Owner agrees to maintain the Project, or cause the Project to be
maintained, during the term of this Regulatory Agreement (i) in a reasonably safe condition and
(i1) in good repair and in good operating condition, ordinary wear and tear excepted, making
from time to time all necessary repairs thereto and renewals and replacements thereof such that
the Project shall be in substantially the same condition at all times as the condition it is in at the
time of the completion of the rehabilitation of the Project with the proceeds of the Note.
Notwithstanding the foregoing, the Owner’s obligation to repair or rebuild the Project in the
event of casualty or condemnation shall be subject to the terms of the Project Loan Agreement
and the Mortgage.

(k) The Project will have eighty-nine (89) residential dwelling units.
) The Owner will not sell dwelling units within the Project.

4. Tenant Income and Rent Restrictions. The Owner hereby represents, as of the date
hereof, and warrants, covenants and agrees as follows:

(a) Income and Rent Restrictions. In addition to the requirements of Section
5, hereof, the Owner shall comply with the income and rent restrictions of this Section 4(a).
Any conflict or overlap between any two or more of such provisions shall be resolved in favor
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of the most restrictive of such provisions, that is, in favor of the lowest income and rent
restrictions.

(1) Income and Rent Restrictions Pursuant to City Requirements. All of
the units in the Project shall be Restricted Units and rented to and continuously occupied by
Qualified Tenants. The monthly rent charged for all the Very Low Income Units shall not
exceed one-twelfth of the amount obtained by multiplying 30% times 50% of the Median
Income for the Area.

(i1) Income and Rent Restrictions Pursuant to RAD Program
Requirements. All of the units in the Project shall be rented to and continuously occupied by
Qualified Tenants. The monthly rent charged for all the Very Low Income Units shall not
exceed the maximum rent that the Housing Authority is permitted to charge such Very Low
Income Tenant pursuant to the Housing Act and specifically Section 8 of the Housing Act. The
monthly rent charged for the units occupied by Existing Tenants shall not exceed one-twelfth of
the amount obtained by multiplying 30% times the Adjusted Income of such Existing Tenant.

(ii1)  Income Restrictions Pursuant to the Code.  Pursuant to the
requirements of Section 142(d)(1)(B) of the Code, for the Qualified Project Period, not less than
forty percent (40%) of the total number of completed units in the Project, or thirty-six (36)
units, shall be designated as affordable units and during the Qualified Project Period shall be
rented to and continuously occupied by Tenants whose Adjusted Income does not exceed sixty
percent (60%) of Median Income for the Area; provided, however, if all the occupants of a unit
are students (as defined under Section 152(f)(2) of the Code), no one of whom is entitled to file
a joint return under Section 6013 of the Code, such occupants shall not be qualified Tenants
pursuant to this sentence. The Owner shall satisfy the requirements of this Section 4(a)(iii) by
complying with the requirements of Section 4(a)(i), to the extent such compliance meets the
requirements of Section 142(d)(1)(B) of the Code.

(iv)  Income and Rent Restrictions Pursuant to the Act. Pursuant to the
requirements of Section 52080(a)(1)(B) of the Housing Law, for the Qualified Project Period,
not less than forty percent (40%) of the total number of completed units in the Project, or thirty-
six (36) units, shall be designated as affordable units and during the Qualified Project Period
shall be rented to and continuously occupied by Tenants whose Adjusted Income does not
exceed sixty percent (60%) of Median Income for the Area; provided, however, if all the
occupants of a unit are students (as defined under Section 152(f)(2) of the Code), no one of
whom is entitled to file a joint return under Section 6013 of the Code, such occupants shall not
be qualified Tenants pursuant to this sentence. Pursuant to the requirements of the Section
502080(a)(1)(B) of the Housing Law, the monthly rent charged for such units shall not exceed
one-twelfth of the amount obtained by multiplying 30% times 60% of the Median Income for
the Area. The Owner shall satisfy the requirements of this Section 4(a)(iv) by complying with
the requirements of Section 4(a)(i), to the extent such compliance meets the requirements of
Section 52080(a)(1)(B) of the Housing Law.

W) CDLAC Requirements. To the extent the income and rent restrictions
contained in the CDLAC Requirements are more restrictive than any of the foregoing
requirements, the Owner shall comply with the CDLAC Requirements.
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(vi)  Income and Rent Restrictions in Event of Loss of Subsidy. If the
project based rental assistance or RAD Program rental assistance being received by the Project
is terminated or substantially reduced, the occupancy and rent restrictions set forth in Sections
4(a)(i) and (ii) may be altered, but only to the minimum extent required for the financial
feasibility of the Project, as determined by the City in its reasonable discretion in accordance
with substantially similar underwriting criteria used by the City to evaluate the Project’s
financial feasibility prior to the Closing Date, provided that, in any event, at least 40% of the
units shall at all times be occupied by Tenants whose Adjusted Income does not exceed sixty
percent (60%) of Median Income for the Area and the monthly rent paid by such Tenants shall
not exceed 30% of 60% of Median Income for the Area; and provided, further, that a Very Low
Income Tenant shall not be subject to eviction because of the loss of Section 8 tenant based or
project-based rental assistance, other than through the action of the Very Low Income Tenant,
including without limitation non-compliance with the terms and conditions of the tenant lease,
so long as the Very Low Income Tenant continues to qualify as a Very Low Income Tenant and
continues to pay the Tenant’s portion of the rent permitted to be charged that Very Low Income
Tenant pursuant to Section 4(a) and is in compliance with all terms and conditions of the
Tenant’s lease. The relief provided by this section shall not be construed as authorizing the
Owner to exceed any income or rent restrictions imposed on the Project by CDLAC, CTCAC or
other agreements, and the Owner represents and warrants that it shall have obtained any
necessary approvals or relief from any other applicable income and rent limitations prior to
implementing the relief provided by this Section.

(b) Over-Income Tenants. Notwithstanding the foregoing provisions of
Section 4(a), no Very Low Income Tenant shall be denied continued occupancy of a unit in the
Project because, after admission, the aggregate Adjusted Income of all Tenants in the unit
increases to exceed the qualifying limit for such Very Low Income Unit.

Because all of the units in the Project are required to be Restricted Units pursuant
to Section 4(a), hereof, any Available Unit not required to be rented to an Existing Tenant must
be rented to or held vacant for a Very Low Income Tenant, including a unit vacated by an
Existing Tenant.

(©) Income Certifications. The Owner will obtain, complete and maintain on
file Income Certifications for each Very Low Income Tenant (i) immediately prior to the initial
occupancy of a Restricted Unit by such Tenant, and (ii) thereafter, annually, in each case in the
form attached hereto as Exhibit B, together with such information, documentation and
certifications as are required therein or by the City, in its discretion, to substantiate the Tenant’s
Income Certification. In addition, the Owner will provide such further information as may be
required in the future by the State, the City, the Program Administrator and by the Act, Section
142(d) of the Code or the Treasury Regulations, as the same may be amended from time to
time, or in such other form and manner as may be required by applicable rules, rulings, policies,
procedures or other official statements now or hereafter promulgated, proposed or made by the
Department of the Treasury or the Internal Revenue Service with respect to obligations issued
under Section 142(d) of the Code.

(d) Certificate of Continuing Program Compliance. Upon the
commencement of the Qualified Project Period, and on each February Ist thereafter (or such
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other date as shall be requested in writing by the City or the Program Administrator) during the
term of this Regulatory Agreement, the Owner shall advise the Program Administrator of the
status of the occupancy of the Project by delivering to the Program Administrator a Certificate
of Continuing Program Compliance (a form of which is attached hereto as Exhibit D). The
Owner shall also timely provide to the City such information as is requested by the City to
comply with any reporting requirements applicable to it with respect to the Note or the Project
under any federal or State law or regulation, including without limitation, CDLAC regulations.

(e) Recordkeeping. The Owner will maintain complete and accurate records
pertaining to the Restricted Units, and will permit any duly authorized representative of the
City, the Program Administrator (if other than the City), the Fiscal Agent, the Department of the
Treasury or the Internal Revenue Service to inspect the books and records of the Owner
pertaining to the Project upon reasonable notice during normal business hours, including those
records pertaining to the occupancy of the Restricted Units, but specifically excluding any
material which may be legally privileged.

) Annual Certification to Secretary of Treasury. The Owner shall submit to
the Secretary of the Treasury annually on or before March 31 of each year, or such other date as
is required by the Secretary of