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REGULATORY AND OPERATING AGREEMENT

This Regulatory and Operating Agreement (this “Agreement”), dated and effective as of
June 1, 2012 is made by and among the Chicago Housing Authority, an Illinois municipal
corporation (the “Authority”) and Lakefromt Phase II, LLC, an [llinois limited lisbility
company (the “Owner”).

RECITALS

A. The Owner intends to develop & one hundred thirty-two (132) unit mixed income,
multi-family residential rental development pursuant to 24 CFR Part 941, Subpart F, to be
known as Lakefiont Phase II Rental (the “Development™) and which will consist of thirteen (13)
buildings. The Owner has agreed to dedicate forty-seven (47) units (the “PHA-Assisted Units) in
the Development for use as “public housing” as defined in Section 3(b) of the United States
Housing Act of 1937 (42 USC § 1437, et.seq.), as amended from time to time, any successor
legislation and all implementing regulstions issued thereunder or in furtherance thereof (the
“Act”) during the Term (as defined herein) of this Agresment. The Owner will finance the
Development with a combination of public and private sources pursuant t0 a mixed-finance
proposal submitted by the Authority to the United States Department of Housing and Urban
Development (“HUD”) for approval in accordance with 24 CFR Section 941.608. HUD has
provided its written approval of the mixed-finance proposal to the Authority, as provided in 24
CFR Section 941.608(c).

B. In consideration of the Authority’s agreement to ground lease the land upon
which the Development will be constructed and to participate in the mixed-finance proposal by
making a construction and/or permanent loan of Development and Capital funds in an amount of
not to exceed $13,925,000 to pay a portion of the costs of the PHA-Assisted Units (the “CHA
Loan™) and by providing an annual operating subsidy pursuant to the terms hereof (the
“Operating Subsidy”) to maintain the affordsbility of the PHA-Assisted Units, the Owner has
agreed to operate and maintain the PHA-Assisted Units as “public housing™ as defined in Section
3(b) of the Act during the Term of this Agreement. The Owner intends, subject to All
Applicable Public Housing Requirements, to operate and maintsin forty-two (42) of the forty-
seven (47) PHA-Assisted Units as qualified low-income units under Section 42 of the Intemal
Revemue Code, as amended, and to further operate and maintain the PHA-Assisted Units for the
Term as may be required by Federal, State and local laws. The remaining five (S) PHA-Assisted
Units will be leased to families whose income is up to 80% of the Chicago-area median income
(“AMI™).

D.  The Authority will make the CHA Loan to Owner by lending Development and
Capital funds made availsble to the Authority by HUD pursuant to the Act. The Authority will
provide the Operating Subsidy (as hercinafter defined) to the Owner from operating subsidies
received by the Authority from HUD pursuant to Section 9 of the Act and/or from other sources
of funds available to the Authority for such purpose as provided herein.



E. The parties hereto are entering into this Agreement in order to set forth the rules
and requirements for the operation and management of the PHA-Assisted Units and the terms
and conditions for psyment of the Operating Subsidy.

Accordingly, the parties hereto agree as follows:
1. Definitions.

given in this Section 1.

(8 “ACC” shall mean whichever of the following is in effect from time to time with
respect to the PHA-Assisted Units: (i) the Consolidsted Annual Contributions Contract C-1014,
dated December 11, 1995, between HUD and the Authority; (ii) the Consolidated Annual
Contributions Contract C-1150, dsted December 11, 1995, between HUD and the Authority; or
(iii) any successor Annual Contributions Contract; including any Mixed Finance Amendment to
any of the foregoing, as and to the extent made applicable to the PHA-Assisted Units by the
specific amendment referring thereto.

®) “ACC Reserve” shall mean the ACC Reserve estsblished and maintained in
accordance with the Operating Agreement.
(c)  “Act” shall have the meaning given in the Recitals.

(d) “Affordsble Housing Tax Credit Restrictive Covenant™ shall mean the Regulatory
Agreement between the Owner and the City of Chicago, which shall be recorded against the
Development in accordance with Section 42(h)(6) of the Code.

(¢) “Agreement” shall have the meaning given in the Introduction.

() “All Applicable Public Housing Requirements” shall mean the Act, HUD
regulations thereunder (except to the extent that HUD has granted waivers of regulatory
requirements), the ACC (including the Mixed Finance Amendment), the Mixed Finance
Proposal dated April 23, 2012, as amended, the Declaration of Restrictive Covenants, this
Agreement, Gautresux Court Orders, the Amended and Restated Moving to Work
Demonstration Agreement, and all other pertinent Federal statutory, executive order, and
regulatory requirements, as such requirements may be amended from time to time.

(g) “Allowed PHA-Assisted Units Expenses” shall mean all necessary and reasonable
operating expenses of or attributable to the PHA-Assisted Units for any period on an accrual
basis, including:

@) All ordinary and necessary expenses of operating the PHA-Assisted Units
shown as line items on Form HUD-92547-A (Budget Worksheet), or any successor
thereto, including any other reasonable operating expenses paid by Owner, but exclusive
of (A) real estate taxes for which an exemption or abatement is available under the laws
of the State; (B) payments of interest and/or principal due to any lender (including the
Authority); and (C) utility expenses that are the direct responsibility of the tenant;
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(i) Management feos payable pursuant to the Management Agreement;

(ii1) LeplcxpmmdddwithﬂnopmﬁonofﬂnPHA-Asisthniu
whichtypaofupmwonldbepauﬁudwbcdupdaspojea
to HUD Handbook 4370.2 REV-1 Financial Overations and Accoun!
I 4 Multifaemily-Proi or Y " .

@iv) Asset management fee paid to the investor or its designes;
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(v)  Deposits into any Replacement Reserve for PHA-Assisted Units.

mmmmumuw«wammw«otu
wmm&mummmmmwammWawm
abatement. Amﬁndy.ﬁanﬁum“odymmofndmmendw
mnﬁmuwmm-mummmeﬁmmmmm
abatements, shall be included in “Allowed PHA-Assi Units Expenses.” Further, in the event
Mwwab?M—WUﬂMoﬂaMmmﬁmm
WMmMumemﬁmmmaﬂMwm
“MMPHA—AMUnquxpm”Mind\deodydmmofwchmdmis
so apportioned to the PHA-Assisted Units.

(h) “Amhuﬁtf'ahaﬂh:vcmememinsgiminthcm

(i) “Authority Fiscal Year” shall mean the Authority’s fiscal year for purposes of
MMMMMWMAMWan9ofMAa. The
Authority Fiscal Year is currently January 1 to December 31. The Authority shall notify the
Owner of any change in the Authority Fiscal Year.

G) mmﬁtymomanu”wmanmm;«m
the CHA Loan.

(k) Tapiuﬁwmﬁm”ﬂdlmmmmudigmmbcpddﬁmm
RminmdmwiﬂnheOpaaﬁnsAMmdnotmilﬂip‘blc
to be paid from Public Housing Funds.
o “CHA Loan” shall have the meaning given in the Recitals.
(m) “City” shall mean the City of Chicago.
(n) “Code” shall mean the Internal Revenue Code of 1986, as amended.
(o) “Compliancc?aiod"shallhavcthememinggiveninSedionQofﬂnCodc.

(p)  “Construction Loan™ shall mean during construction that certain loan of U.S.
Bank National Association to the Owner in the amount of $21,500,000.



(@  “Construction Period” in reference to all or a portion of the PHA-Assisted Units
Mﬂnpuiodmmdngmanhdmnmhumwmﬁnsm
such date as a certificate of occupancy has been issued by the City or, if multiple certificates of
occupancy are issued, the last of such certificates.

(r) “Declaration of Restrictive Covenants™ shall mean the recorded declaration, dated
as of June 1, 2012, of restrictive covenants running with the land obligating the Owner and any
successor in title to the Ownex, including any successor who acquires title to the PHA-Assisted
Units by foreclosure or a deed-in-lieu of foreclosure, to maintain and operate the PHA-Assisted
Units in compliance with All Applicable Public Housing Requirements for the period set forth
therein.

(8)  “Developer™ shall mean Davis Lakefront LLC, an Illinois limited Lisbility
company.

©® “Development” shall have the meaning given in the Recitals.

(v) “WFMYWMMMMmothww.W
of whether such Fiscal Year coincides with the Authority Fiscal Year.

(v)  “Development Opersting Budget” shall mean the operating budget for the
Development, including the PHA-Assisted Units as provided in Section 4(e).

(w) “Dwdopmusm”dﬂlmlheualmonwhichthabwdopmmis
located, as more particularly described in Exhibit A hereto.
(x)  “Eligible Occupants™ shall have the meaning given in Section 3(f) hereof.

(y) “Estimated Allowed PHA-Assisted Units Expenses” shall mean the Allowed
PHA-Assisted Units Expenses estimated for any period.

(z)  “Estimated PHA-Assisted Units Expenses” shall mean the PHA-Assisted Units
Expenses estimated for any period.

(as) “Estimated PHA-Assisted Units Income” shall mean the PHA-Assisted Units
Income estimated for any period.

(bb) “Emepuuthubsidy"shallhvcthemminggiminSecﬁon«i) hereof.
(cc) “Extended Use Period” shall have the meaning given in Section 42 of the Code.

(dd) “First Mortgage Lender” shall mean U.S. Bank National Association, its
ma@m“m&mhﬂdﬁ;ﬁ“liﬁﬁmhlﬁ:mﬂemy?mm
Refinancing.

(ce) “Gautreaux Court Orders” shall mean applicable orders of the United States
District Court for the Northern District of fllinois in Gautregux vs. CHA et al., No. 66 C 1459
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(z®) “HUD" shall have the meaning given in the Recitals.

(hh) wmmwmnmuwmm
mw»umn&ummmhmmuww

(ii) “wwmmmumLLC.aDehwmﬁmiuﬁabﬂity
company.

(1) “anAﬂ”shﬂlmm&eMwAm-cﬁngmﬂw
MmmAmineffea&umﬁmcwﬁm

(kk) “Mmmwm“hwmwmﬂn
PHA-AMUniBineﬂ'euﬁomﬁmewﬁmeinmdmwi&Smue)haw£

an “MmmPhn"Mmmﬂanvemddeﬁldwﬁm
dagipﬁongf&epoﬁdandmwbeblbwdhthgmn!mofanHA-

(mm) “Mixed-Finance Amendment” shall mean the certain Mixed-Finance Amendment
to ACC relating to the PHA-Assisted Units.

(nn) “MOWMmmyWordedofmmmbmng' the
or any portion thereof, as security for a loan.

(o0) “MoutgageLmdc”shallmm.collunivdy,ﬂnlmdualmdusofmy
Momlmandanmeholda:ornwimofmmeLom



mmmmwmmwmnmmuﬁonammm
Authority and HUD, dated June 26, 2008, as amended.

() ‘MAWMMMMMAW“&”
Owner, dated as of June I,ZOIZuthemmybomendedﬁomﬁmcwﬁm

(ss) “Operating Subsidy” or “Operating Swwmdnmmby
thmm&m«mWGumwm

() WMM&MMM&M&;M&M“
assigns.

(un) “Pammum”ahdlmnmemuﬁonofmecmtmimom
mﬁzinghmbminmmuﬂnottoexceed”ﬁ”.@meomplﬂimofﬂn
Wummammmmummmofm

(ww) “PHA-AssisudUniu”shallmmthemulﬁhnﬂymtduniuinthe
Mnmmuwmmwuwcwmmmmmm
Appﬁubh?ubﬂcﬂonﬁngkq&um,uﬁuﬁcdam’bdin&cﬁmZhueot

(xx) “PHA-Assisted Units Expm”shaﬂmmhmof(i)AﬂowedPHA-Am
Uniuﬁxm(ii)d\epudonofmymlmtuuwminlieuofmlmnxato
bepddwithrapeawanHA-AMUniu,ifany,paidbythoOwwmdnotdinaiybythe
Authority, and (iii) amounts, if any, payable by the Owner to occupants of the PHA-Assisted
Unihuuﬁﬁtylﬁmhmm(i.a“mgaﬁvemﬂ.ifmy.mwngtbem
m&tmepymmwusaﬁxﬁinsmw).

(yy) “PHA-Assisted Units Fiscal Year” shall mean the Development Fiscal Year.

lineitamonFmHUD”ﬁ?-&mmymﬂuao.andﬂnmﬁptofmymﬁmds
madcavﬁlablebydnAuﬂmity.humindudthpunﬁngSubddiaandTmtm
colleaedpmmtoSwdon%)mddepositedplmmSeeﬁonS(c)hawt

(asa) “PHA-Assisted Units Operating Budget” shall mean the Estimated Allowed PHA-
Assisted Units Expenses, Estimated PHA-Assisted Unit Expenses and Estimated PHA-Assisted
Units Income as provided in Section 4(a).

(bbb) “PHA-Assisted Units Shortfall™ shall mean the amount by which PHA-Assisted
Units Income plus Operating Subsidies is less than PHA-Assisted Units Expenses for any period:
povided.lwwcva.forpmpouofcalqdaﬁngany“PHA- isted Units Shortfall” there shall
mbetakmimoaecoumanyOpaatingSubsidiedmﬁ'om.bm not paid by, the Authority.



(cce) “PHAPhn”shnﬂmthamualpbnadoﬂdhythoAMyndmwﬂ
bymommwmwummwmmmwu
mmdedﬁomﬁmbﬁm&mdwuminmofmmmmmymmmlm
and amendments thereto.

(ddd) “PHA Tenant Rent Reserve Account” shall have the meaning assigned to it in
Section S.

(cee) WW”MMMWWMNMUMCM
qumammamwumwam,mm
Chicago-Gary-Kenosha, IL-IN-WI area, All Items, (1982-84=100), or any renamed local index
wwhgmwmc&npuamoﬁcmmmmmw

() “MﬁcﬂmﬁngM"Mmmyﬁmdsdaivdﬁomthefedaﬂpﬁc
mpmumuhmmwmwmmw,mmm
oputhgﬁmh.uﬁﬂﬁm&mdhmntﬂwﬁnshymﬂpddbytemﬁsof!hc
PHA-Assisted Units.

(m)“kdoaﬁonkidmCom”dnnmmthwouﬁnCHALasdnldu
HMMMMMCMWW&MMCW&
demhoﬁtyonMuchZO.ZOOlandOdoba!ﬁZOOl.uwﬁomﬁmwm

(hhh) “Replacement Reserve” shall mean any replacement reserve for the PHA-Assisted
Uninrquhdbbembﬁshedmdednmomembom(mdwdby&e
Authority) or under the terms of the CHA Loan.

(iii) “Reserves” shall mean the Subsidy Carryover Reserve Account and the PHA
Tenant Rent Reserve Account, as established pursuant to Section 5.

(iii) “Screening Criteria™ shall have the meaning given in Section 3(h).

(kkk) “State” shall mean the State of [llinois.
Seaion(;n) “SubsidyCmyochmwAeemmf'shaﬂhawthcmingasigndmitin

(mmﬂuCnditReqmm”ahnnyandaﬂmm:nqﬁndbySeeﬁonQ
oftheCod&SecﬁonMZoftheCodgﬂnAﬂ‘udlbhHomingTuCnditRaﬁeﬁwam
otanyothuamemmadewiththeCity,wlﬁchemisapplieable.asacondiﬁonofmeiptof
maediu.wheduornotanhmqtﬁrmisexpﬁddymin&cﬁonnm&cﬁon 142 of
the Code or regulations thereunder.

(nnn) “Tax Credit Units” shall mean dwelling units that qualify as low-income units
under Section 42 of the Code.

(000) *“Tenant Housing Payments” shall have the meaning given in Section 3(j).
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(Ppp) “Tenant Rent” shall have the meaning given in Section 3(j).

(q9q9) “Tenant Selection Plan™ shall mean the Tenant Selection Plan for the PHA-
Assisted Units as approved by the Authority.

(r)  “Term” shall mean the period that commences on the date hereof and expires
upon the later to occur of (i) forty (40) years from the date of first occupancy of the last PHA-
Assisted Unit to be initially occupied, or (ii) expiration of the period during which the PHA-
Assisted Units are required to be operated as “public housing™ under the Act, including, if
applicsble, the period ending 10 years after the end of the last Authority Fiscal Year for which
Opersating Subsidy is provided by the Authority on behalf of the Development.

(sss) “Utility Allowance” shall mean the utility allowance established by the Authority
for the PHA-Assisted Units.

(ttt) “Waiting List” shall have the meaning given in Section 3(f) of this Agreement.
2. PHA-Assisted Units.

(a) [nitial Bedroom Distribution. During the Term of this Agreement, and subject
to Section 6, the Developer shall develop, construct and sell to the Owner who will continuously
set aside the PHA-Assisted Units as “public housing™ units, for occupancy by public
housing-eligible households who will be obligated to pay Tenant Housing Payments in
compliance with and subject to All Applicable Public Housing Requirements. Provided that the
Developer has developed and the Owner continues opersting the PHA-Assisted Units in
accordance with All Applicable Public Housing Requirements, such units shall be eligibie to
receive the benefits of Operating Subsidies to the extent such funds are appropriated by the
United States Congress and otherwise made available to the Authority by HUD pursuant to
Section9 of the Act and the ACC or pursuant to any successor legisiation providing for
project-based or tenant-based operating or rental assistance in respect of units in public housing
developments or eligible occupants thereof. The PHA-Assisted Units shall initially comprise the
following mixture of unit sizes and descriptions:

New Conatruction
1 Bedroom Units 16 2 Bedroom Units |4
3 Bedircom Units 17 4Bedroom Units 0

Total Units 47

(b) Location of Units. There shall be not less than forty-seven (47) total PHA-
Assisted Units within the Development. The location of the PHA-Assisted within the
Development may floast among the rental units within the Development consistent with the
Management Plan. Provided, however, that as of the date of this Agreement, the Owner has
designated the units listed on Exhibit D as the units that will be PHA-Assisted Units to be
occupied by public housing residents upon the first leasing of the units in the Development.
Exhibit D has been presented by the Owner to the Authority and such Exhibit has been approved
by the Authority prior to the execution of this Agreement. Following the date of this
Agreement, any proposed changes to Exhibit D shall be submitted in writing by the Owner to the



Authority and HUD for their prior written approval. All proposed changes must be presented no
later than six (6) weeks before the anticipated punch list for the first unit to be leased in the
Development. The Authority will respond to any of Owner’s requests for changes to Exhibit D
within fourteen (14) calendar days of receipt of any such request and will facilitate HUD review
and approval of an amendment to the Mixed Finance Amendment, to the extent required, within
a reasonable time. The Owner agrees to pay the Authority’s cost for processing any amendment
to the Mixed Finance Amendment to accommodate changes in unit location.

() Over-incoms Temamts. Consistent with All Applicable Public Housing
Requirements, a unit shall not lose its status as a PHA-Assisted Unit solely because the income
of the tenant residing therein rises sbove the then applicable public housing income limit or
above the income tier for which such tenant originally qualified; any such unit shail be governed
by rules generally applicable to units occupied by over-income tenants in the public housing
program and the Tax Credit Requirements, where applicable. During the Compliance Period, the
PHA-Assisted Units which are covered by Low Income Housing Tax Credits shall be subject to
the Tax Credit Requirements and such modifications in lease and occupancy terms as are
permitted hereunder and as may be required for compliance with the Tax Credit Requirements.

(d) Deconcentration. The foregoing provisions of this Section 2 are subject to All
Applicable Public Housing Requirements and HUD approvals required thereunder. If the
Development is subject to 24 CFR Part 903 with respect to the deconcentration of public housing
(the “Deconcentration Rule™), upon the written request of the Owner, the Authority will request
from HUD a waiver from or exception to the Deconcentration Rule, to the extent the
Deconcentration Rule is inconsistent with the terms of this Agreement.

(¢) ADA Accessibility. PHA-Assisted Units shall be constructed and equipped in
accordance with all applicable accessibility requirements, including the following: (i) City of
Chicago Building Codes; (ii) American National Standards Institute (A117.1-1986); (iii) the
Uniform Federal Accessibility Standards, 24 CFR Part 40 (Appendix A); (iv) Section 504 of the
Rehabilitation Act of 1973 (24 CFR Part 8); (v) Fair Housing Design Standards; and (vi)
Americans with Disabilities Act and Accessibility Guidelines thereunder. The Owner
acknowledges and agrees to, minimally, provide of the 47 PHA-Assisted Units to be constructed,
at least 5.3% mobility and 2.1% hearing/visual impaired units.

3 Operatica of PHA-Assisted Units.

() Compiisnce with the Act. The Owner shall maintain and operate the PHA-
Assisted Units in compliance with All Applicable Public Housing Requirements. In addition, the
Owner shall maintain sand operate the PHA-Assisted Units in accordance with the Relocation
Rights Contract (relating to lease compliance and grievance procedure) applicable to the Owner,
this Agreement and any other agreement entered into by the Owner, and approved by the
Authority and HUD, with respect to the development, operating and/or maintenance of the
Development (collectively, the “Development Documents™). The Owner shall also perform any
and all acts required of it as Owner to enable the Authority to fulfill its obligations to HUD with
respect to the PHA-Assisted Units. The Owner shall take all actions necessary and appropriate
to avoid a default (as defined in the ACC) with respect to the PHA-Assisted Units.



(b) Prevailing Law. in the event of a conflict among any one or more of All
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(d) Maintemance of Records. The Authority shall remain responsible for
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obligations to HUD under All Applicable Public Housing Requirements are fulfilled. However,
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furnish reports, records, statements, certificates, documents or other information to HUD
regarding the PHA-Assisted Units, the Owner shall furnish such reports, records, statements,
certificates, documents or other information to the Authority or otherwise satisfy the Authority’s
requests with respect to such matters, upon reasonabie notice. Nothing contained in this Section
shall be construed to relieve the Owner of its obligation to maintain its own books and records.
It shall be the responsibility of the Owner to maintain sufficient records, and to take necessary
action(s), to assure compliance with all obligations relating to the PHA-Assisted Units under the
Development Documents. Owner shall fumish reports, records, statements, cestificates,
documents or other information as necessary in order to comply with the requirements of this
provision.

(¢ Mansgement. Subject to All Applicable Public Housing Requirements, the
Owner will retain the Management Agent for the Development, including the PHA-Assisted
Units, pursuant to the Management Agreement, which will be subject to written spproval by the
Authority and HUD. The management of the PHA-Assisted Units shall be in compliance with
All Applicable Public Housing Requirements, including the lease and grievance procedures set
forth in 24 CFR Part 966, as approved by the Authority and HUD, and any other applicable
Federal requirements, including the Uniform Relocation Act (“URA”™), if applicable, and the Tax
Credit Requirements. Owner shall csuse the Management Agent to be responsible for
mansgement of the PHA-Assisted Units in accordance with the terms of this Agroement and All
Applicsble Public Housing Requirements and in accordance with the Management Plan. The
Owner will comply with any applicable notices required under the URA. If required, the
Authority will at its expense provide relocation benefits to tenants where the URA is applicable.
If statutes, executive orders and regulations regarding public housing are amended or repealed,
the Management Plan and spprovals by the Authority and HUD must be amended to
accommodate these changes, if required by such statutes, executive orders and regulations.

A failure to comply with any material aspect of an approved Management Plan shall
constitute a default under this Agreement entitling the Authority to exercise remedies hereunder,
and cause termination of Opersting Subsidies as set forth in Section 4(d) hereof subject to
applicable notice and cure periods set forth in Section 11(b).

Owner shall cause the Management Agent to perform all the duties and responsibilities
normally associsted with management of public housing and shall cause the Development, its
units, appurtenances and grounds to be maintained and secured according to standards acceptable
to the Authority and HUD, including, but not limited to, the following as pertaining to the
PHA-Assisted Units: (1) preparing reports as directed by the Authority using the Authority’s
Management Information Systems (“MIS™), or any other system mutually agreed upon by the
Authority and Owner, and maintsining office records, books, accounts and reports in a manner
satisfactory to the Authority; (2) as directed by the Authority, using the Authority’s MIS which
may include all functions of the Creative Computer Solutions system (CCS) purchased by the
Authority, including, but not limited to, work orders, housing eligibility, tenant accounting,
accounts paysble, general ledger, bank reconcilistion, payroll, purchasing, fixed assets, inventory
control and modemization/development. Owner shall cause the Management Agent to use the
system of record ( replacement software) as provided by the Authority at no cost to the Owner or
the Management Agent. The Authority reserves the right to change the software and also utilize
forms and spreadsheets to input information into the system of record, provided that any



extraordinary operating cost related thereto shall be paid by the Authority. Owner shall cause the
Mansagement Agent to inspect all PHA-Assisted Units annually utilizing the required Uniform
stwmmmmmwimmmwmm
process, as incorporated in the Mansgement Plan. All UPIS results must be entered into the
system of record.

Subject to All Applicable Public Housing Requirements, the Mansgement Plan must be
wmmwum,mmumm»mwmmw
not be amended in any respect material to the performance of the Owner’s obligations hereunder
without the prior written approval of the Authority and, to the extent required HUD. The
Amhityahﬂn&ummnmblywi&hddiﬂmvdofdnmmﬂmam
thereto. The Management Agreement will contain appropriate provisions providing access by
the Authority, upon request therefor, to books and records maintained by the Management Agent
with respect to the PHA-Assisted Units. The Authority agrees that the initial Management Agent
retained by the Owner will be DV Property Management LLC.

Subject to All Applicable Public Housing Requirements, the Owner may replace the
Management Agent at any time with the prior approval of the Authority and, to the extent
required, HUD; provided, however, during the Compliance Period, if Owner shall propose a
Msanagement Agent in writing, the Authority may disapprove such proposed Management Agent
only in writing specifying the grounds for such disapproval, which grounds shall be limited to
reasonsble cause, ordinarily restricted to: (i) insufficient prior experience in managing affordable
or public multifamily rental housing; (ii) demonstrated poor performance in managing affordable
awﬂkMﬁhﬂymﬂM(iﬁ)ﬁﬁyﬁmaoﬁcthMm
(iv)hvinghemdebundcmwdmmviolmdmth;or(v)mymﬂor
potential conflict of interest. Failure by the Authority to state objections to a proposed
Management Agent, in writing, consistent with the standards established in this Agreement,
within thirty (30) days of receipt of Owner’s written proposal and supporting documentation,
shall constitute the Authority’s approval. Pending receipt by Owner of the Authority’s written
objections or disapproval as aforesaid, and a ressonable time thereafter to correct any conditions
forming the basis of the Authority’s objections or disapproval or to propose an approvable
Management Agent, the Owner shall be entitled to manage the PHA-Assisted Units directly or
Mu@iuAmMiWmem”lmuithowinﬁneompﬁm
with the terms of this Agreement. Notwithstanding the foregoing, following foreclosure,
sheriff’s sale upon execution of a judgment or deed-in-licu of foreclosure of any Mortgage, or
during any period in which any of the Mortgage Lenders shall be in possession of the
PHA-Assisted Units as mortgagee-in-possession, any of the Mortgage Lenders or any successor
and/or assign in title thereto shall be entitied to appoint a Management Agent with prior approval
by the Authority not to be unreasonably withheld or delayed for so long as any Mortgage Lender
or its successors and/or assigns shall discharge the obligations of the Owner in full compliance
with the terms of this Agreement and the Management Agent shall perform its obligation in
accordance with the Management Plan and the Management Agreement.

()] Admission to Occupancy.
(i) The Owner shall comply (or cause the Management Agent to comply)
with the Tenant Selection Plan and the Management Plan. The Authority will furnish to
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the Owner a list of persons who shall have first priority to be offered a replacement PHA-
Assisted Unit in the Development as expressly provided in the Tenant Selection Plan
(“Former Residents”), subject to the income tiering requirements of the tax credit
application to the City, and the provisions of the Relocation Rights Contracts. All other
occupancy referrals shall be obtasined by the Owner through the development of a
site-based (subjurisdictional) waiting list derived from the Authority’s current public
housing waiting list or, if 0o such waiting list exists, from a waiting list created by the
Owner in conformity with All Applicable Public Housing Requirements (the “Waiting
List"). All prospective tensnts, including Former Residents, shall complete housing
applications and comply with required procedures within the time given (all such
procedures and times to be developed in consultation with the Authority). The Authority
agrees, subject to any required HUD approval and to the extent permitted by law, to
defend, protect and hold harmiess the Owner, each person who controls the Owner and
the Management Agent against all losses, claims, damages, penalties, judgments,
liabilities and expenses (including but not limited to attorney’s foes and expenses) that
the Owner, each person who controls the Owner and the Management Agent may pay or
incur arising out of: (a) any claim relating to the exclusion or alleged exclusion of any
individual from the list of Former Residents, as such list may be revised from time to
time; (b) any claim (i) alleging that the Authority has failed to comply with the
Relocstion Rights Contracts, or (i) alleging that the Tenant Selection Plan, the Lease, the
Waiting List, the Management Plan or any of the other documents contemplated
hereunder violate the Relocation Rights Contracts; provided, however, that (i) the Owner
notifies the Authority in writing of such a lawsuit promptly upon the institution of any
such claim against the Owner, any person who controls the Owner or the Management
Agent; and (if) the Authority reserves the right to participate in the defense of any suit
related to such claims; and provided, further, however, that this indemnification shall not
apply or be available if and to the extent sny such losses, claims, damages, penalties,
judgments, lisbilities and expenses (including associated legal fees) have resulted from
the failure on the part of the Owner and/or the Mansgement Agent to comply with All
Applicable Public Housing Requirements or the terms of the Tenant Selection Plan, the
Management Plan or the Lease approved by the Authority.

(iij) The Authority delcgatcs to the Owner, subject to re-delegation to the
Management Agent, all administrative functions in comnection with admission of
applicants to occupancy of the PHA-Assisted Units, including application intake,
applicant interview and screening, verification procedures, determination of eligibility for
unit sssignment and execution of leases, all in accordance with criteria and procedures
approved by the Authority, HUD and in accordance with All Applicable Public Housing
Requirements, the Tenant Selection Plan, and the Management Plan.

(iii) Admission to occupancy into PHA-Assisted Units shall be limited to First
Priority Residents and any other prospective occupants (collectively, “Eligible
Occupants”) who meet the following requirements: (A) for the Term, the eligibility and
occupancy rules for admission to public housing under All Applicable Public Housing
Requirements; (B) during the Compliance Period and Extended Use Period for 42 of the
47 units, Eligible Occupants must meet the applicable requirements for occupancy under
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the Tax Credit Requirements; and (C) applicable requirements under Section 142(d) of
the Code; and (D) for all Eligible Occupents, the Temant Selection Plan. The
Management Agent shall establish procedures, which shall be set forth in the Tenant
Selection Plan, for informal review of eligibility or suitability determinations or denial of
preferences for applicants for admission to the PHA-Assisted Units, consisting of an
opportunity for a meeting with a person or persons designated by the Management Agent
other than the person who made the initial determination.

(iv)  Unless the additional ten (10) year “tail” term set forth in the Declaration
of Restrictive Covenants is amended or waived, the system for administering admissions
to the PHA-Assisted Units shall be revised, subject to Authority spproval and All
Applicable Public Housing Requirements, if and only to the extent necessary such that by
no ister than the end of the thirtieth year after the date of first cccupancy of the last PHA-
Assisted Unit (the “Effective Date™), there shall be no need for the Authority to provide
Operating Subsidies to the PHA-Assisted Units, and the Owner shall be able to
demonstrste a reasonable likelihood of repaying all debt on the Development (including
all debt owed to the Authority) in accordance with their respective terms; provided,
however, that prior to smending the system for preferences, Owner will avail itself of any
altemative arrengements which are then available in order to demonstrate such
reasonsble likelihood. If the Owner wishes to make such a determination, the Owner
shall submit to the Authority for approval, which approval shall not be unreasonably
withheld, delayed or conditioned, 8 plan scheduled to become effective as of the
Effective Date, subject to All Applicable Public Housing Requirements, to eliminate such
need for Operating Subsidy by the end of the thirticth year after the date of first
occupancy of the PHA-Assisted Units. [n the event the Authority approves the Owner’s
request, the payment of Operating Subsidy shall cease at the end of the thirticth year after
the date of first occupancy of the last PHA-Assisted Unit. In the event that, despite the
reasonsble efforts of the Owner, such plan is inadequate and is resulting in a PHA-
Assisted Units Shortfall, the Owner may request, subject to Authority approval, not to be
unressonably withheld, that Operating Subsidy payments be reinstated in accordance
with this Agreement. Nothing herein is intended to authorize any devistion from All
Applicable Public Housing Requirements or any preference for families that are not
cligible for public housing. PHA-Assisted Unit Shortfalls that occur during any period
during which the Owner has voluntarily elected not to receive Operating Subsidies shall
not form the basis for any right of transformation under Section 6(f).

(v)  The Authority will ensure that the material elements of this Agreement
(including but not restricted to, the Waiting List, any site-based resident selection
and transformation remedies) are reflected in duly adopted policies of the

Authority or duly adopted exceptions to such policies, effective no later than one hundred
and twenty (120) days before units are first available for occupancy. The Authority will
ensure that its Public Housing Agency Plan, prepared in accordance with Section SA of
the Act, as it may be amended during the Term of this Agreement, includes such
references to and provisions for the PHA-Assisted Units and their operation as may be
necessary or appropriate to ensure that the provisions of this Agreement and the operating
policies of the PHA-Assisted Units (including, but not restricted to, the Waiting List, any
site-based resident selection preferences, and transformation remedies) are recognized by
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HUD. To the extent not provided at the Authority’s website, the Authority will provide
to Owner (1) a copy of any proposed Public Housing Agency Plan, or amendment
thereto, no later than the time public notice is given pursuant to Section SA(e)(2) of the
Act, and (2) a copy of its Public Housing Agency Plan and all amendments thereto, as
adopted, within thirty (30) days of adoption, and shall make good faith efforts to provide
earlier notice of contemplated changes to the PHA Plan which would materially affect the
Development or the Owner.

(8) Preference System. The Authority, in accordance with All Applicable Public
Housing Requirements, hereby authorizes the Owner to establish the Waiting List. The Owner
shall select prospective tenants from the Waiting List subject to All Applicable Public Housing
Requirements, the Tenant Selection Plan, the Tax Credit Requirements and the Affordable
Housing Tax Credit Restrictive Covenant. The Authority shall provide the Owner in a timely
manner with its waiting list of qualified tenants for occupancy of the PHA-Assisted Units.

(h)  Serveening Criteria. Screening Criteria and procedures established by the Owner
to be utilized by the Management Agent with respect to admissions to all units in the PHA-
Assisted Units are set forth in the Tenant Selection Plan (the “Screening Criteria™). The
Screening Criteria will not necessarily be identical to those utilized by the Authority with respect
to traditional public housing units owned by the Authority. The Screening Criteria and
procedures shall comply with the Fair Housing Act, 42 U.S.C. 3601-19, mdrepllmomnasmd
thereunder, 24 CFR Part 100; Executive Order 11063 (Equal Opportunity in Housing) and
regulations issued thereunder, 24 CFR Part 107; the fair housing poster regulations, 24 CFR
Part 110, advertising guidelines, and All Applicable Public Housing Requirements.

(i) Tenamt Leases. Tenant leases executed for PHA-Assisted Units shall be on
forms proposed by the Owner and approved by the Authority which meet the terms and
conditions of this Agreement, conform to All Applicable Public Housing Requirements and the
City of Chicago Residential Landiord and Tenant Ordinance (Chicago Municipal Code, Title 5,
Chapter 12) and other applicable law. In addition, such leases shall be subject to any required
HUD spproval of variations from the requirements of 24 CFR Part 966, Subparts A and B, as
amended or replaced from time to time. All Tenant Leases for the PHA-Assisted Units shall
include provisions stipulating to (1) the respective lease provisions exclusively applicable to the
PHA-Assisted Units by HUD regulations and requirements, including those lease and grievance
procedures under 24 CFR Part 966, Subparts A and B, and (2) notice and lesse termination
provisions involving diminution or termination of Operating Subsidies, excluding termination
caused by Owner default. It shall be the responsibility of the Owner to revise the tenant lease as
required by changes in All Applicable Public Housing Requirements and applicable law.

To the extent that applicable statutes and HUD regulations govemning the calculation of
rent payable by tenants of public housing currently or hereafter in effect provide discretion to
public housing authorities in matters such as inclusions or exclusions from income, minimum or
ceiling rents, or other matters affecting the calculation of reats, such discretionary determinations
madebymeAuthnntymmmwaﬂwbhcmngmsmuedbytheAmmyMbe
applicable to the PHA-Assisted Units, except as otherwise provided in the approved
Management Plan, Management Agreement or form of tenant lease for the PHA-Assisted Units.
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TmLmvaﬁe&rimthmHaﬁu?maﬁmm
mwwmmﬁmmrm-mummmmmm
mmsmc-mmmmMMcﬂmRMmﬁmﬂcm
MMWM&T&MWMW& These other actions
eomanpluedbySecﬁonGmyindude(l)mhaminTmHominghymmdm
mmmmmmmmfmmmmhmrm-m
UnitutheDevdompayingmlﬁgbumw(Z)dnAmbﬁtyimﬁngﬂmﬁnngobe
mwmmmwhmmmmumrﬁuﬁuwa
pnblichomingmitatmloaﬂon(tohmavﬂabk). Tenant leases shall advise
tmmofhﬂmﬁdimmaonthniflwbﬁcmmﬁnmﬁmmudamwin
Section 6 hereof.

)] Tmﬂmmhlmlm-dvmlym The tenant
Mpmﬂmﬂoﬁmhmﬂfaomyhmm-wumm
be the greater of (i) $75.00 per month or (i) 30% of the total tenants’ ndjtmadincm.nooru':dl

Ommubcdvmbﬁ:aPHA-AﬁmdUniu.dnAMyMWamﬁm
HUDﬁommdlmnlﬁon;plwidd.hom,theAMynedmtuqmmchmivaiﬁn
duAudnity’smblcjudgnemthewaivcwouldbeimomimﬁththm-w
Authority policies or procedures applicable to mixed-finance developments of the Authority. If
MAMMMMamuwwmwymMm
AudwﬁtywmwakﬁﬂadncOwnewmiﬁgatmeadvmeoommicmmof
such regulation or other administrative rule for the PHA - Assisted Units.

mbeneﬂuandeﬁemdmywiablewﬁmpumtoﬂnMovingToWak

Pmm“oﬂzclesishﬁveandmmydlmpaﬂ'eaing Mixed-Finance public housing
units, may be made applicable to this Development after following any procedural requirements.
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() Teaant Grievance Procedure. The Owner, with Authority approval, shall
M&amWMhmﬂmﬁﬁAﬂAMPubﬁcﬂomg
W(Wuﬂml@dn%'shﬁmmmancmm
966, Subpart B, as may be amended from time to time), for tenants of the PHA-Assisted Units in
mpﬁmwiﬁhmuhMofSeeﬁm«k)ofMAamdeﬂnmimm
extent feasible, with the intent stated in Section 3(b) above. Such procedures will provide for
MMMW“WWMMA;&MWW.
hearing officer appointed in accordance with procedures described in the Tenant Selection Plan.
ltdnﬂh&emﬁﬁﬁtyofmmmuﬁudntmmMBmMin
MTMMuWWWhMWWMWM
State law. h&emoflwdumodiﬂcdmofmﬁ(k)ofmemmm
mmmwmmummdmpm-mummu
wwmdiﬁdinmhmﬁywhhmmwiﬁlbmﬂaitrsmwm
consent shall not be unreasonably withheld.

(m) Low imcome Housing Tax Credit Requirements.

(i)  The Authority acknowledges that 42 of the PHA-Assisted Units are also
subject to the Tax Credit Requirements and will be operated in accordance therewith.
TbeAutboﬁtywﬂlnadimm(withmwﬂmm-WUniu)mypoﬁcy
owauMkpauﬁMmchﬂAgﬂiuthﬁcH«ningRqﬁ:mmd
required for complisnce with the Tax Credit Requirements. The Owner and the
Auﬂnﬁtywiﬂhhanhaﬂimummytomeﬁﬁngm&w“ﬂum”&rh
42PHA-AsWUﬁuthnmahoUHrCuniuaulevdmwMMpumiuible
for qualified low-income units under the Tax Credit Requirements, and the Owner will
not collect rents for such units in excess of such levels.

(ii) ﬂnAuduityammtmukcmyacﬁon.orwomitmhkemywﬁm.
whﬁniummlmdmwda&ehwsof&aSmofﬂleiﬂamwm
PHA-Assisted Units, if the effect of such action or inaction would cause the Owner to
violate the Tax Credit Requirements as applied to the PHA-Assisted Units.

(iii) Notwithstanding anything to the contrary in this Agreement, it is the
MofﬂnAudniiyandﬂqunchaymamwﬂlbemdewmmbym
OwnuMadﬁsAmonlymmemMeomﬁmu“qmlifyingm
assistance” as defined in Section 142-16 of the Treasury Regulations.

(n)  Real Estate Tax Abatemeat/Exemption. The Authority shall take such action
as may be required to enable the PHA-Assisted Units to qualify for an abatement and/or
exemption of real estate taxes, including approval of a certificate of Real Estate Tax Abatement
inmdmwithdwlllinoiskevaodeJSH.CSZOWI&I77(1999),asthememy
hauﬁcbemmdd;wﬁddﬂﬂtheAuﬂnﬁty’soblipﬁonsbﬂlbeMﬁondmhﬁmdy
submission to the Authority by the Owner of all required documentation.

(0) Moaitoring by the Authority. Notwithstanding the Owner’s agreement to

pcfwmtheobligaﬁmsﬁforﬂlinthisAmdnAmhoﬁtymainslewlyrupmaibleto
HUDmchCCfamuingdmtheOwne(d&cdimcdyordmud:iumﬂ
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coatractor or, management agent or other agent) develops, operates and maintains the PHA-
Amummmmmwwnmemumkw [n addition, the
AMmenﬂor&eOm’swﬁmuﬁrmplimowimmmswmloal

annual i
mwmm-mwa.anwwomwumsm
MﬁuNommiﬁnﬁonofimmdwduﬂbcmﬁndwﬁhmwdn
Wna%Nﬁh&ﬁmM(&)ﬁppﬁbhmﬁMdﬁaﬁﬁﬂ

mwﬁm&mkmmmmw In addition to the
OpcﬁngBNp,ﬁeOwwMMmduAMaMhofmyuﬁd
mwmummmemtwmmwvmmmmun
Pm-mummmwithudndnbofcﬁsﬁngwmin.mdnﬁdmww
be made into, the Replacement Reserve allocabie to the PHA-Assisted Units.

®) AMWMAMMWW Not later than sixty
(w)apmmmcunAmumwuwmww
Bwuamvﬁewmmhwﬁﬁngmwum&mﬂnpw
Operating Budget has not been approved. The parties shall make reasonable good faith efforts to
wmmeWwMWWeMkﬂmnqm

lffollowingweond!hﬁoneﬂiwn,themnhwhydoumwdnmw
MM&&MM&WW“PW&M““
fotﬂ:inExhibitBauchedhulibeimplmdpumpdy. Pending the results of such
Mm,ifmwmmrm-mmum&mwmmmm
MgadonuccndmemlEsﬁmMPHA-AmUnquwfordnmt
Devdothdebylimmemwgadnnwmﬁmanpaaﬁng
Budget for the next Development Fiscal Year. Pending the results of such methodology, if the
wmwrm-wum&mwmmunwwuwmm
EMPHA-AmeUnqumbrﬂnamedomFisalYmbymm
IMMWQMGQMMMWFMYWMNMWM
PM-WU&SMMMWWFMY&MWIM The
mﬁuwmmmuofmmmmﬂumem&rmmgw
Estimated PHA-Assisted Units Expenses in the Owner’s Operating Budget for the next
Development Fiscal Year.
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D

To the extent an approved Operating Budget includes withdrawals from Reserves to meet
WWMMMAMWMmeMmh
rdmofaahkmumamonﬁlybd;wmwﬁ&p‘ymmofwsm.
Funds for such purpose shall be transferred first from the Sales Proceeds Account to the extent of
available funds, next from the Subsidy Carryover Resarve Account to the extent of availsble
funds and next from the PHA Tenant Rent Reserve Account.

()  Authority Review and Approval of Proposed Capital Expenditures. Not later
Mﬁny(&)dnyuﬁcmdpt&uwﬂdnmmndﬁcwﬂnwm
schedule of capital expenditures to be paid or incurred with respect to the PHA-Assisted Units or
mwmthFMYmumwﬁeOwnuinwﬁﬁngm
explanation as to the reasons the proposed expenditures have not been approved. The parties
shall make reasonable efforts to agree on a schedule of capital expenditures. The Authority shall
uwhmmmummumawm
mmeMMhamwhwmemmm
Authority at such time, except to the extent the funding therefor is svailable from the
Replacement Reserve. In addition, if at any time during a Development Fiscal Year unscheduled
or unbudgeted capital expenditures are required to be paid or incurred with respect to the PHA-
wummwmyMammhAMywpyﬁnmmﬁdd.
m,mwmmwmymwmwbymmwyif
(i)md:npinlW&W(A}mmh?&-madu&ummﬂywﬁhmy
applicsble building or housing code; (B) to cause the PHA-Assisted Units to comply with
changes to the accessibility requirements described in Section 2(e) above that are enacted after
the date hereof; (C) to cause any PHA-Assisted Units to comply with changes required by the
AnﬁuityaﬁeﬁednofmofMPHA-AadMUnhbyCHA;w(D)wmmy
PHA-AMUtﬁtmbemvuud;wid:dnmwﬁMMofCHAﬁuma"’l'ypeA"mit
maUFASuﬁgmd(ii)ﬁmﬁthmwﬁm&omﬂwﬂmm With
mmofuﬁumﬁmmmmﬂywimmhhﬁmmm
codes, the Authority shall not be required to advance funds under this Section 4(c) unless the
Authority has received not less than five (5) months’ prior written notice thereof.

(d) Aathority Psyment of Opersting Subsidy. During the Term of this Agreement,
mmmuwmmmawmmwmpm-
AssisdeniuatmumdabjeuwaﬂothecmdiﬁomofAﬂAwlicabbPubﬁch
Requirements. Provided that the Owner continues operating the PHA-Assisted Units in
accordance with All Applicable Public Housing Requirements, and in accordance with the terms
of&hAmmd:uniudnﬂbedig’Nehmﬁw&cbuﬁtoﬂbOpauingSMdyw
the extent such funds are appropriated by the Congress and otherwise made availsble to the
Amﬁwmwsmqe)ofMMwmwmmmmm”
more specifically set forth in this Section 4. If these conditions precedent have been met, the
AMMmymﬂnOwwmaamunbaﬁaforadnmﬁmlaﬁcdmdndm
almdudayofaﬁmﬁ(pwubdfwmypuﬁdmnﬁ)bymmmfa,m
OpeatingSubsidyinﬂ:emo:mofﬂ?S.OOpumomh.umaybeademﬂcdﬂa
Section 4(d), for each PHA-Assisted Unittlmmﬂnfollowingaiwia(i)atmpomy
certificate of occupancy has been issued for the building in which the PHA-Assisted Unit is
Iocmd.(ii)t!nPHA-AsdstzdUnitwasixmdandebytbeAudwﬁtyforiniﬁal
occupancy, including a determination that the PHA-Assisted Unit meets HUD's Housing Quality
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Standards, and (iﬁ)wamww,hm-wumismwywm
an executed lesse with an Eligible Occupant. The Owner’s right to receive payments of the
Owﬁngsmddymmmm&mmumadn&bbyﬂn.w,mdmy

mwmmummmmnwmmofmm
ofdnummdddivuyofdlisw mmofmmmmmm
lmof(nmm(zx).u(ﬁ)dumnimmifm,inthel’n‘celnda.
mumummuwawmmuwwmm
increase, MWofMithhmw(i)hwswyform
year just ended multiplied by (ii) the rate of annual increase. Any snnual increase in Operating
SubsidywwadbythcAmhoﬁtyinmwithanwna’smmlmeofdn
Owl&g&dpmb&uﬁon«a)dunminﬁwofﬂnmmaﬁcmnlim
herein provided.

(¢)  Security Deposits. The Owner will require all tenants of PHA-Assisted Units to
mamqwmmwmmwww
Mmm?lnmdfotmofmm&nb?ﬂkmum The Owner shall deposit
ﬂnumiqdqoduhmwww“wmﬁrmebmﬁtofm
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() Public Housing Capital Fund. If capital assistance is available to the Authority
ﬁomﬁmebﬁmmcheﬁimﬂd)ofﬂnAdormymebid:dnAmbﬁty
wwuﬂymmmpm-mummuuAMmmm
reasonsble consideration to any request by Owner for such assistance.

(h)  Other HUD Funds. If the PHA-Assisted Units are eligible for federal assistance
oﬂwﬂxmmdctheOpuuﬁngM«C&pithundmﬁddfwinSeeﬁon9ofﬁoAawmy
successor thereto (including, but not restricted to, funds for resident pasticipation, resident
mmmmam),umw:mmAmmy
m.mmmmmmmm(wyaumonm
Amhaiqﬁmﬁngm)aﬂduﬂpmho@&h%(awymm
wmwﬁmemmdMyM(wiﬁmmww
mqtmmmmmmm-wummmﬁmmma
Mﬂn.&amunﬁmumummytomﬂywiﬁ“lmbﬁcm
Requirements relating to such assistance.

(i) Section 42 Compiisnce. In order to assure compliance with Tax Credit
Requhmmiﬂumdh.umsmdnmymfmhinmwinmy
Development Fiscal Year all or part of which is included in the Compliance Period and in which
OpaﬁngSubddypymmmmdamOww.dnmofPHA-AMUﬁnm
MSMWMWMMMMSMWRW
Account and the PHA Tenant Rent Reserve Account for operating purposes shall not exceed the
PHA-Assisted Units Expenses for such Development Fiscal Year. In the event that the annual
memummemmmew
7(b) below demonstrate that the above-described sum exceeded the PHA-Assisted Units
Expmahmyywwvaedby&cnwdingmthanymofﬂnw
SmmmmmWrﬁmwSMﬂﬂlhmy
deposited into the Subsidy Carryover Reserve Account.

8. Reserves.

(3)  Administration. The Owner or the Authority, as the case may be, shall establish
mymdem%dhthis&cﬁonﬁnmamﬁmndﬂimﬁhﬁommmﬂywmbk
totbeAudmityandawhmshnﬂbemdaspulnimdbydﬁsAm To the extent a
PHA-AaiMUﬁoShmtﬁnmwhwmwomwithﬂnwwdnAm&y
as provided herein, funds shall first be drawn from the Subsidy Carryover Reserve Account as
provided herein to remedy such Shortfall until the Subsidy Carryover Reserve Account has been
reduced to zero; and then, funds shall be drawn from the PHA Tenant Rent Reserve Account as
provided herein until the PHA Tenant Rent Reserve Account has been reduced to zero.

(b)  Subsidy Carryover Reserve Account.

(i) Dcpw‘u.ﬂnOwncslnllmtotheAudnirymyexmof
PHA-Assisted Units Income (plus Opersting Subsidies) over PHA-Assisted Units
Expuna.upmdnmonmofOpuningSubsidypuymenameivedbyanmfor
such year, for deposit into a “Subsidy Carryover Reserve Account.” Such amount shall
be deposited on an annual basis within thirty (30) days after the date audited financial
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statements are provided by Owner to Authority in accordance with Section 7(b) hereof,
Interest carned on this account shall be reinvested in the account and shall be available
for use as described herein.

(i) Establishment and Ownership. The Subsidy Carryover Reserve Account
shall be maintsined as a subaccount of the Authority’s general fund. Funds placed in the
Subsidy Carryover Reserve Account (including interest thereom) shall coastitute
restricted trust funds to be applied during the Term of this Agreement solely for the
benefit of the PHA-Assisted Units in accordance with the terms and conditions hereof,
Unless and until paid over to the Owner for use in operstions, funds in the Subsidy
Carryover Reserve Account shall remain the property of the Authority. Upon any sale or
transfer of the Owner’s interest in the Development during the Term of this Agreement,
amounts remaining in the Subsidy Carryover Reserve Account shall continue to be
available to assist the PHA-Assisted Unit, in accordance with this Agresment. Upon
termination of this Agreement, any funds in the Subsidy Carryover Reserve Account
shall be released to the Authority free of any trust estsblished pursuant to this Agreement.

(iii) Withdrawals. The Owner may request withdrawals from the Subsidy
Carryover Reserve Account in connection with its annual budget in accordance with
Section 4(s), or in accordance with the annual reconciliation described in Section 7(c) or
at any other time. In any case, the Owner will provide to the Authority documentation
establishing the need therefor, and the Authority shall disburse the amount of the PHA-
Assisted Units Shortfall which is demonstrated to exist to the ressonable satisfaction of
the Authority pursuant to Sections 4 and 7 hereof. Any disspproval by the Authority
shall be accompanied by sufficient documentation so as to enable the Owner to determine
the Authority’s rationale for such disapproval. All withdrawals from the Subsidy
Carryover Reserve Account are subject to the annual reconcilistion process set forth in
Section 7(c).

(c) PHA Tensaat Rent Reserve Account.

@) Deposits. All Tenant Rents shall be collected by the Owner and
deposited into a non-assignable, interest bearing acoount designated as the “PHA Tenant
Rent Reserve Account.” Rent collected by the Owner during a month shall be deposited
no later than the fifth business day of the next succeeding month. Interest eamned on this
account shall be reinvested in the account and shall be availsble for use as described
herein.

(ii)  Establishment and Ownership. The PHA Tenant Rent Reserve Account
shall be maintsined as a subaccount of the Authority’s general fund. Funds placed in the
PHA Tenant Rent Reserve Account (including interest thereon) shall constitute restricted
trust funds to be applied during the Term of this Agreement solely for the benefit of the
PHA-Assisted Units in accordance with the terms and conditions hereof. Unless and
until paid over to the Owner for use in operations, funds in the PHA Tenant Rent Reserve
Account shall remain the property of the Authority. Upon any sale or transfer of the
Owner’s interest in the Development during the Term of this Agreement, amounts
remaining in the PHA Tenant Rent Reserve Account shall continue to be available to
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assist the PHA-Assisted Units, in accordance with this Agreement. Upon termination of
this Agreement, any funds in the PHA Tenant Rent Reserve Account shall be released to
the Authority free of any trust established pursuant to this Agreement.

(ili) Withdrawals. The Owner may request withdrawals from the PHA Tenant
Rent Reserve Account (A) in connection with its annual budget in accordance with
m«.uammmmmmmmmmm).
(C) as required to pay capital costs aitributable to the PHA-Assisted Units in accordance
with All Applicable Public Housing Requirements, or (D) at any other time. In any case,
the Owner will provide to the Authority documentstion establishing the need therefor,
and the Authority shall disburse the amount of the PHA-Assisted Units Shortfall (or
required withdrawal for capital costs) which is demonstrated to exist to the reasonsbie
satisfiaction of the Authority pursuant to Sectioas 4 and 7 hereof, Any disspproval by the
Authority shall be accompanied by sufficient documentation so as to ensble the Owner to
determine the Authority’s rationale for such disapproval. All withdrawals from the PHA
Tenant Rent Reserve Account are subject to the annual reconciliation process set forth in
Section 7(c).

(iv)  Celling. If at any time the fund balance in the PHA Tenant Rent Reserve
Account together with the fund balance of the Subsidy Carryover Reserve Account shall
excesd an amount equal to two times the current year’s budgeted PHA-Assisted Units
Expenses, such excess shall be released from the PHA Tenant Rent Reserve Account to
the Authority free of any trust.

(d) Operating Deficit Reserve Account.

(i)  Deposits. In accordance with the Operating Agreement, the Owner will
manopaaﬁngmandnlwo—wm(eollﬁwly,dnwmﬁdt
Reserve Account”™). The Operating Deficit Reserve Account will be funded initially with
qnhyhhmmofﬁmommmmuwwi&MﬁcMngFm

(i)  Establishment and Ownership. The Opersting Deficit Reserve Account
will be established by the Owner and owned by the Owner.

(i) Withdrawals. The Operating Agreement governs withdrawals made from
the Operating Deficit Reserve Account. The Operating Deficit reserve Account will be
mmwmmmmmuwAmmm
covenants to the Authority to use all withdrawals from the Operating Deficit Reserve
Account only for purposes relating to the Development, which may include the
repayment of the CHA Loan upon disposition of the Development, expiration of the
Compliance Period and/or expiration of the Declaration of Restrictive Covenants.

(¢) Affordability/ACC Reserve Account.
(i) Deposits. In accordance with the Operating Agreement, the Owner will
create an Affordability Reserve Account (“ACC Reserve”). The ACC Reserve will be

ﬁmddﬁomequityadeauibedinanpenﬁngAminthcmmtofsm,ﬁm.
No Public Housing Funds will be used to fund or replenish the ACC Reserve.
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(i)  Establishment and Ownership. The ACC Reserve will be established and
owned by the Owner.

(i) Withdrawals. As provided in the Operating Agreement, the ACC
Reserve may be used by the Owner to cover operating deficits on the PHA-Assisted
Units. The Operating Agreement governs withdrawals from this reserve. In accordance
withSeeﬁon4J.lo.ﬂ:eOwnueovmnmmeAmhoﬁtytomdlwiﬂ:duwhﬁm
hA&MMhmmmthwwh
repsyment of CHA Loan upon disposition of the Development, expiration of the
Complisnce Period, and/or expiration of the Declaration of Restrictive Covenants. If not
Mhmaﬁmwhﬂeaﬂuﬁdhﬂh&d@d%m
indnACCRmddlbemMmohONnctobemﬁdinmwiﬁdn

Operating Agroement.
($)) Repiacement Reserve Account.

(i)  Deposits. As required by the Operating Agreement, the Owner will
create 8 Replacement Reserve Account (“Replacement Reserve™). The
Reserve will be funded initially with equity in the amount of $19,600, then thereafter at
(i)Sdeweﬂhgmhpcym(iwuﬁn‘mmﬂlyumviddindnw
Agroement) or (ii) an amount required by the First Mortgage Lender.

(i)  Establishment and Ownership. The Replacement Reserve is established
wum.mwamnmmwmmm
andupondispoaiﬁnnoftbePHA-AsistadUﬁu.expinﬁonofdnTuCndit
Rqﬁmwauﬁmofmwﬁmofmwmmin
mwmmmwum&:wmm
respect to the Development in accordance with clsuse (iii) below. Upon casuaity or
wmﬁmmofﬂnPﬂA-AMUﬁu.winMMthPHA-
Assisted Units are no longer operated as such, the Replacement Reserve allocable to the
PHA-AmUniuwillbepﬁdtntluAmhmityandeuuﬁmMofﬂnAnﬂuity
with no obligation on the part of the Authority to return or remit such funds. If and to
m«mmmofrm-mummmmAmmﬁn
mymwhmew,memmmﬂdwhwmmmw
mmumymmm«wmummmam
andmumfmusofdnAuﬂnitywithmoblimonthepmofﬂnAuhoﬁtym
return or remit such funds.

(8 Replenishment of Reserves. To the extent that any operating or replacement

mavcﬁmdedwhhpﬁmeqﬁtyisdephumdhwbsequmﬂynplaﬁsheduﬁmm
Subsidies, Tenant Rent or other sources of funds available to the Authority, such repienishment
ﬁmdsshdlbedeposi&dhbawwwimmeappﬁubkmmqmdmm
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of such funds shall be subject to the prior approval of the Authority and All Applicable Public
Housing Requirements.
(h)  Restriction om Public Housing Funds.  Public Housing Funds shall not be

used by Owner or any managing member to satisfy any guaranty under the Operating Agreement
or any obligations to the Investor.

6. Public Housing Transformation.

()  Gemeral The parties recognize that they are structuring a long-term relationship
premised on, among other things, the continuation without substantial change of the Act and the
maintenance of full federal sppropriations to support the government’s obligations under the Act
and the Authority’s obligations under this Agreement. The purpose of this Section 6 is to ensure
that in the event there should be any legisiative changes, diminished appropriations,
uncoatrollable cost increases, or other circumstances not the fault of the Owner which creste a
PHA-Assisted Unit Shortfall, the viability of the PHA-Assisted Units can be maintained without
unnecessary hardship to low-income residents or excessive claims on scarce resources of the
Authority.

(b)  Appilication of the Act. Subject to Section 6(d), nothing contained herein shall
prevent or diminish the full applicstion to the PHA-Assisted Units of any legisiation enacted
after the date hereof, including provisions for the termination of operating subsidies under
Section 9 of the Act or of other Federal project-based assistance to public housing developments,
including, without limitation, any provision thereof releasing or otherwise modifying occupancy
or tenant rent restrictions previously applicable to tenants in such PHA-Assisted Units.

()  Owner Contribution Not Required. It is of the essence of this Agreement that,
during the Term hereof, the Owner will operate and maintain the PHA-Assisted Units in
accordance with All Applicable Public Housing Requirements; provided, kowever, except in the
case of an Owner default hereunder, the Owner shall at no time be required to contribute from its
own funds (including reserves established under the Operating Agreement other than the
Reserve Fund for Replacements) toward PHA-Assisted Units Expenses in order to preserve the
PHA-Assisted Units as required hereunder. Notwithstanding the foregoing, the Owner agrees to
hold and maintain the ACC Reserve in accordance with the Operating Agreement, and to use and
apply the ACC Reserve only for purposes relating to the PHA-Assisted Units.

(d) [luitial Remedies. In the event that legislative changes or diminished
appropriations reduce the amount of operating subsidy provided by HUD to the Authority under
Section 9 of the Act as in effect on the date hereof, or in the event that there is a PHA-Assisted
Units Shortfall for any reason, subject to the provisions of Section 12(d), the Authority shall
remain obligated to pay the Operating Subsidies to Owner in accordance with Section 4 hereof
and Owner shall continue to operate and maintain the PHA-Assisted Units as required hereunder;
provided, however, that:

(i) Withdrawals from Reserves. If the PHA-Assisted Units Income plus all
forms of financial assistance made available in respect of such units (including, without
limimﬁon.theMgSubaidia,odupmjea-budamMopalﬁngor
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rental assistance or subsidies, or other contributions by or on behalf of the Authority), are
less than PHA-Assisted Units Expenses, the Owner shall request withdrawals from the
Subsidy Carryover Reserve Account, and the PHA Tenant Rent Reserve Account (in that
order of priority) in order to assure thet such PHA-Assisted Units Income plus
withdrawals from reserves is sufficient to cover PHA-Assisted Units Expenses and to
insure continued operation of the PHA-Assisted Units as required hereunder. Amounts
due to the Owner shall be paid within thirty (30) days following receipt of appropriate
documentation.

(i)  Adfustments to Income and Expenses. If (A) the quarterly statements of
income and expenses for the PHA-Assisted Units delivered pursuant to Section 7(a) shall
an?ﬂA-AMUﬁmShutﬁﬂmapuiodomequy
periods, taking into account all psyments of Operating Subsidies made by the Authority
during such period, and the Owner reasonably forecasts that such opersting loss will
continue for the next two quarterly periods, or (B) if a cumulative operating loss
attributable at least in part to the PHA-Assisted Units Shortfall is ressonably forecasted to
occur for the next two quarterly periods, then the Owner may avail itself of the provisions
omeuph(iv)mdenph(v)bdow.Monlyifthomeahouﬁliumh
(iii).

(ii) Cost Curting Plan. The Owner shall undertake in good faith to develop a
plan to reduce opersting expenses (but not to the physical, operational or financial
detriment of the PHA-Assisted Units). However, the Owner shall not be required to seek
to reduce maintenance, renewal and replacement and other operating expenses below a
prudent level or below the level of such expenses incurred for other comparsble units
managed by the Management Agent subject to Section 42 of the Code as a condition to,
or as a preferred corrective action to, seeking to increase income from Tenant Rents in
accordance with the following paragraphs, nor shall the Owner be required to reduce the
management fee below market levels; to reduce resident services expenditures below that
required to support the resident population; to reduce services and amenities below that
required to competitively market to, and retain, residents; or in a manner which would
viowemyM«wumoHipiom.myofﬂnAnAppﬁablehblicHoming
Requirements or the Tax Credit Requirements.

(iv)  Adjust Income Mix on Turnover. The Owner and the Authority shall take
anhumumyhmmdhmﬁmwwwemmﬂm
Requirements, and subject to the Tax Credit Requirements, to increase the minimum
mbvdofmmmmwunrm-wummmmm
public housing-eligible familics having higher income levels than would otherwise
receive priority under the system of preferences used by the Authority and/or applicable
to the PHA-Assisted Units.

(v)  Cooperation of the Authority and the Owner. In order to facilitate the
rental of PHA-Assisted Units to public housing-eligible families having higher income
lwdsumﬁMh&cMngmMﬂnAuﬁoﬁtywiﬂoﬂ'«oﬂmwbﬁc
housing units or Housing Choice Vouchers or certificates, to the extent availsble to the
Authority, to sufficient tenants of the PHA-Assisted Units so as to encourage lower-
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income tenants to vacate the PHA-Assisted Units in favor of higher income public
housing eligible families. This preference shall be reflected in the Authority’s Housing
Choice Voucher plan. In addition, in order to facilitate such purpose, the Owner agrees to
use reasonable efforts to male available (subject to income and other qualifications) a
designated tax credit unit to any lower income tenant affected as a consequence of actions
taken pursuant to this Section 6.

(¢) Transformation. In the further event that at least six months after delivery of the
Quarterly statements referred to in Section 6(d)(ii)(A) or (B) all such actions by the Owner and
the Authority are insufficient to eliminate the PHA-Assisted Units Shortfall on an ongoing basis,
and in accordance with Section 35(h) of the Act (42 U.S.C. 1437z-7(h)), if as a result of a
reduction in sppropristions under Section 9 of the Act, or any other change in applicable law, the
Authority is unsble to fulfill its contractual obligations to the Owner with respect to the PHA-
Assisted Units under this Agreement, and the measures taken pursuant to paragraph (d) of this
Section have proven to be insufficient to preserve the viability of the PHA-Assisted Units, the
Owner may deviste, under procedures and requirements developed through regulations by HUD,
areas of public housing management with respect to a portion or all of the PHA-Assisted Units,
to the extent necessary to preserve the viability of these PHA-Assisted Units while maintaining
the low income character of the PHA-Assisted Units to the maximum extent practicable;
provided, however, (A) the flexibility provided by Section 35(h) of the Act is limited to mixed
income projects involving a “significant number of units other than public housing units,” (and
the parties hereto acknowiedge that the Development is such a project), the Owner and the
Authority acknowledge that HUD has not issued regulations as of this time to implement the
authority set forth in Section 35(h) and, thus, has not yet established a regulatory standard for
determining which mixed income developments may qualify for the flexibility provided by
Section 35(h); and (B) HUD expects to require housing authorities that have entered into
regulstory and operating agreements with qualifying mixed income developments to submit for
HUD approval a Transformation Plan(es defined below) specifying how the Section 35(h)
remedies will be implemented with respect to the project. The requirements goveming the
content of the Transformation Plan, and HUD"s standards for reviewing and approving these
plans, will be established as part of a notice and comment rulemaking,

0 Preservation and Transformation Plan.

@) Before the Owner may exercise its rights under Section 6(e), the Owner
and the Authority shall develop and agree upon a plan which satisfies All Applicable
Public Housing Requirements and sets forth in detail the nature and priority of different
remedial actions to be taken, the rights of existing tenants affected thereby, and other
relevant matters (the “Transformation Plan™). Such plan must be reasonably likely to
climinate any PHA-Assisted Units Shortfall while maximizing the availability of PHA-
Assisted Units for low-income and very-low income families and minimizing the adverse
eﬁmwukﬁngmmmpmﬁamgﬁummiﬁsambdmimlm
adniubawm&rmmmm&wemﬁuaamaﬂachmp
affecting many units.
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(i) TheOwnumdthoAmhorityshallmdﬂiumcffominpodfaithto
agree upon the Transformation Plan, after notice to and appropriate discussion with the
residents of the PHA-Assisted Units. If the Owner and the Authority shall fail to agree
wimwchmbdngaﬁddmaadumediuinmwitthﬁon«e)or

(iii) The Transformation Plan shall provide as follows, in addition to any
provisions required by (and to the extent not inconsistent with) All Applicable Public
Housing Requi i

(A) Revisions in the rent structure may require some
households to pay more than 30% of their adjusted household income
and/or may impose a higher minimum rent applicable to all households.
The Owner shall give the Authority and each affected household at the
mmwmm«unmmmmmu
eﬂ'ecﬁwmmnuthmthiﬂy(w)daysfolbwingmm

(B) TothommutheAulhndtyiswyablcto
mmm(smsmmcwmw
unable to pay the rent which the Owner has specified for such household’s
lﬁwmimmaAmbﬁqMoﬁemmm
and the Owner may require such household to vacate its unit st the
Dcvdomdlhgautbemdofthclenembmmmm
mmmmmmmumnqm

(C) Al expenses to be incurred in relocating residents shall be
provided for in the Transformstion Plan.

(2 Restoration of Units, lt;mbuquntoinstiunionofmdidmpsdmibd
MﬂnMSMdh&emWM.Mnyoﬂwmm
avaihble:hallWomﬁononacoﬁimﬁnghaiaofaﬂoupmﬁmofﬂnmmbaof?&-
AﬁmdUﬁuhammMmamA-wumwdnobﬁpﬁmowaw
tosoopammdlmbaofmiuaswuichmninginmdmuwithmmmﬁhmbe
. 3, subject to contining tishes of exiat:

7. Financial Statements and Reports.

Assisted Unitumhbleﬁnocumcy,tthwncahallddwetotheAmhomy,mm
Mmofincomemdmmaudmmwmwdmmwne’sm
acwmﬁngnwrds,indudingdumcdptofmymﬁmdsmdewﬁhﬂcbydnAmhoﬁty,
infounwbaanﬁdlyeompmbleto“SMof?mﬁtandhs”(fnmninm HUD-
92410), or any successor thereto, certified by the general partner/manager/chief financial officer
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ofﬂ:cOwnc.fnrﬂnmﬂiypciodnﬁﬁomdnhqimingoﬁhMmFixﬂ Year to
the end of such quarterly period. mmmmuwwm
dﬁﬁomithiyﬁmddhﬁrnﬁmnmyhmﬂlywby&cwm

(b) Annusl Finamcial Statements. Not later than one hundred and
wmy(lm)hnaﬂummdofuchDcvdowaniulYm,dleOwwshﬂdeﬁvamdn
Auﬂnﬁtyantmb&dfofﬂnAM,hHUDampyof&eindqmdmﬂyMﬁﬁmdﬂ
statements of the Owner for such year and the period then ended, prepared in accordance with
Mmmmmwwum«wm&
accountants thereon, together with a copy of any i financial statements or reports
delivered by the Owner to its partners/members. Such financial statements shall be accompanied
wwmwmmm«mmmmwm
slunshowonanmmlhﬁsﬁrmchpaiod(i)m-mumlncome.(ii)aenanHA-
Amum&m(iu)umwmmmdymwmm,(m
mydmdumﬂﬁmmm&mmmmmma
mm»mm-wm(v)mmammofmmofm
SuhddymeveRmAmmﬂuPHATmRmRmAmthcACCRm
Mmoﬁ«mawmmwﬁuﬂywmrﬂkAﬂiﬂdUﬁm
(w)WWImeH«ninghymmﬂnmwmwm
PHA-MMUM&:MMMMWMWMM“M&W&
Mwﬁmmykmqubﬂhewimaamyofaﬂuﬁm
upmﬁhmmdginadmbadmh%smﬂmﬁngm If, after thirty

() Aanaal Reconciliation.

(i) lflhaWdﬂnmviddmmmnb)MMm
excess of PHA-Assisted Units Income plus Operating Subsidies plus withdrawals from
RmmMPHA-AMUﬁOWMMWMM(JO)m
ﬁ:ﬂowingdeﬁvuyofawhmlmmﬂdﬁbﬂnAuﬂnﬁty.ﬂmOwnalel
ModulupeeﬁvekmmmwiM:WninthewbjeaywupmmeMOf
any excess shown in the foregoing annual reconciliation. The Owner shall also retum to
duAudnﬁtymyEmepuuﬁngSubsidyfordepoaitimoﬂnSMmevw
Reserve Account.

(ii) lfthempp!mnldahpoviddpmmm&cﬁonﬂb)shaﬂdmwan
excess of actual PHA-Assisted Units Expenses over PHA-Assisted Units Income plus
OpaaﬁngSubddiap!mwidenﬁomRmves,ﬂuOmmymmme
deﬁdtammmbemediedﬁommmhddtodnaeditofdnSubsidyCmyaver
RoncomtandﬂwPHATmRmtRoneomindecofm.

documentation.
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(@) Additions] Reconciliation. Sepu'ltdymdixﬂqdmﬂyﬁomthemnciﬁaﬁon
pwidﬂﬁonmdusmnc).mmwmmwdnSMCmm
nothurtlnnl45dlylamnheaulofu=hDevalopnunﬁsal\’eu.dumomifmy,of
MM(NMWuymﬂbyhmwhmmm
ofmchpaiodmnmmthelmms“ﬁonnc))mdvdbythemmm
mwmummrm-wumu.mmwmmrm-wum
wuvnnﬂ(aﬁuhwincbeainiﬁanyocamid)hapuiodhnwﬂamﬁm(w)days,
WMMpﬂdemMMbwmm«mﬁmwm
AmmuamhdawhmhhwamthAMtyMw
mmmmummmmawm&m-wum
Mmmmmm.ummuwmpmwmﬁm
3(d) hereof:

) APHA-AMU&MMWMG)M@MM
dtyfawﬁdnauisnuduudﬁrmchmhfdbwingmﬂeﬁonawmimﬁonof
mumm-mumm(ﬁ)mmmmmmmayfu
Mmh@pﬂfaaﬂuﬂhﬁnmywwua%—
Mummmmayuwm:muwﬁxmmu.m-w
umofammwuehwmmmmmdaam-mum

(ii) Themu:tofOpaminaSubsidyamib\mblemamﬁtfotapuiodin
wmwmnwvm&.mwmmm)dmmumm
based on the actual period of the vacancy.

8. Insurance Requirements; Restoration of Property.

MMMofmmmm&Wmmdmﬁdmww
mmmm-wm.mmmmbeinmwmsk(wmm
dmingnndwithrespeammyoomuaionomhesiuoﬂhePﬂA-AnindUnin.

(b)  Restoration. Subjeamomenquimﬁdumm.ifmyuot
mofmykindanaﬂm(indudingmyhkingbymdmmﬁonwmymnhy)dnﬂ
mﬂtindumptoorlouordauucﬁonofmePHA-AMUnitsinwlwleorinmand
widwmdimhmﬁmofmyobﬁyﬁouoflhemmmpeamfmdﬂmeMmm
orﬂneCHALoan,meOwnu,wmeamtdminmmorwmuﬁonpmoeadamdodm
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ﬁm&.ifmy,mdewﬁhﬂebymcm.dunmpdymthuwmtﬁm.mm
andlorrqglirof.tluPH_A-AasiM Uniuumlyupoadblcwiuvclm.mdiﬁqnmd

(a) Transfers of Interests in the PHA-Assisted Units. During the Term of this
uﬂmmwmmmwmyumwwmumm
mawwwxc)mxaummnmmamoﬁu
mmmwwmm-mum(mmmmw
akuaofﬁe?ﬂA—MUﬁuanymmﬁotbymiMofm
Oww'sﬁmmmhAmLﬁmumwﬁmwovdofﬂnmﬂy(wﬁdl
MmuMMW«d&mmmmmMm

smmxcymxnmmmnmmmammmm
ormypuﬁonofiuinminﬂnPHA-AsiMUniuudMﬁlnloan,wimmepiof
wﬁﬂumvdofmmmm,nushuﬂitmodifyﬂtemofmyofdnmm
umwmyodumpldawmwﬁchhnbmwhmlymﬂbym
AuﬂmﬁtyandHUD,wthhepmlwﬁvaalofﬂnAuﬂmityandHUD.

(c) Exciusioms. m&uowinaaeﬁommmaslyudmmmecovmw
forth in Sections 9(a) and 9(b);

(i) mumofmww:mmmomlommu
Pm-mumwmmmummmmcmmmmof
tthevdqmanandthePHA-Assisthniumdnmonmm:nmd
Mortgage Loan, by foteclmeorded-in-lialoffaecloam.ortoaﬂ:hd-wy
purchaser bsmsde.povidedmnmyanhmfcshllbeabjed
mmeumsofﬂnoduﬁwofwcdwcmmdﬁsAm Such
mfashallnotbedeanedmbeanmﬁmmofgnmfmdsmdshﬂlnmcomﬁWa
MwmyﬁgmwbmﬁaofmwtywtbeACCotMixd-Fm
Amendman.nwshﬂiteonsﬁmunininsmypﬁvilega,anhoﬁﬁa,mm«ﬁghu
inorundu’dnACCotMixed—FmAmadmem.mdeewbjaamdnmof
the Declaration of Restrictive Covenants, other All Applicable Public Housing
Rmmnmdmmmmtomrm-mum
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(i) The conversion of the Construction Loan to the Permanent Loan
(“Permanent Loan Conversion™), provided that (a) HUD and the Authority receive prior
written notice of such Permanent Loan Conversion; (b) the mortgage and related
documents securing such financing shall be in the form approved by HUD and the
Authority;

(iii) Dwelling leases with eligible families in the PHA-Assisted Units in

(iv) Conveyance or dedication of land for use as streets, alleys, or other public
rights-of-way, and grants and casements for the estsblishment, operstion, and
maintenance of public utilities that serve the Development;

(v)  Subordinate liens approved in writing by the Authority, HUD and by
senior lien holders crested in connection with purchase or financing of replacements or
repairs necessary for the normal use and operation of the PHA-Assisted Units; and

(vi) The Donations Tax Credit Regulatory Agreement between the Owner,
Stateway Community Partners, an [llinois not-for-profit corporation and the City of
Chicago; and the Regulatory Agreement between the Owner and the City of Chicago;

(vii) Normal uses associated with the operation of the Project, to the extent
authorized by the ACC.

(d) Transfers of Interests in Owner.

@) No transfer, conveyance, or assignment shall be made, without the prior
written approval of HUD and the Authority, of: (A) any interest of a manager, managing
member, general partner, or controlling stockholder (any such interest being referred to as
a “Controlling Interest™) (as defined in the Regulstory and Operating Agreement); or (B)
a Controlling Interest in any entity which has a Controlling Interest in the Owner; or (C)
prior to the payment in full of all equity contributions described in the spproved
evidentiary documents listed in the Mixed Finance ACC Amendment, any other interest
in the Owner ur any partaer or member thereof (each of such transfers, conveyances and
assignments, together with the transfers described in this Section, is hereafter referred to
as a “Transfer”).

(ii)  Notwithstanding the foregoing, HUD’s and the Authority’s consent is not
required where a business organization that has a limited interest (non-controlling and
non-managing) in the Owner or in any partner, member or stockholder thereof transfers
(a) a non-controlling and non-managing interest in the business organization, provided
that the Owner: (x) provides HUD and the Authority with written notice in advance of
such transfer, and (y) certifies to HUD and the Authority that the new owner of the
limited interest remains obligated to fund its equity contribution in sccordance with the
terms of the HUD-spproved organizational documents of the Owner. It is hercby
acknowledged that the interest of Centerline Investor LP [ll LLC (“Investor”) and
Ceaterline SLP LLC (“Special Member™) in Owner shall be considered a limited interest
for purposes hereof and that the prior consent of HUD or the Authority shall not be
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mwmmmaumw:«smmwmmm
Owner. mwy.mmmmmmalwomm
Amhuityslnﬂmbereqﬁtdﬁxdnﬂdpmdaaimembydnhmmd&dd
m«mmmmmwus.mwmmm
Bank of America N.A., pursuant to the Operating Agreement.

(iii) Notwithstanding the foregoing, HUD and the Authority consent to (1) the
collateral pledge and sssignment of the noo-controiling, non-managing membership
interest in the Owner to the Owner and the managing member of Owner as security for
mmofmmwmmmmm@mmmmmm
the HUD-approved MW(MWMMQ)M
wm&ww&mmmmw«w
wmqmmmmmummmmwp
interest in the Owner granted to U.S. Bank National Association or its nominee under the
semiquwdbyHUDath:mtEmmeMideinm
ACC Amendment, provided HUD and the Authority are provided with (x) prior written
notice of the foreclosure or other enforcement action with respect to any such security

mu)ummmwmymm«mm
certifies to HUD and the Authority that the new owner of the limited interest is obligated
mfmdmmofthcmhﬁngemﬁtymﬁhﬁom.ifmy.inmwiﬂ\m
terms of the HUD-epproved Opersting Agreement, which are to be used for construction
wmmofmmuummmmmwwmﬂuu
approved Operating Agreement.

(iv) The Authority and HUD will not unreasonably withhold, delay, or
Mﬁmawww&rmmmwmofﬂwm
mnyorpumiﬁpmdwwormymanbeofdnm.induﬁngm
auduofaﬁjnmmwﬁemnﬁngmb«umﬂmmdwdaima
mmmamwmmmdmm'sw
Agreement.

v) Notwithstanding the foregoing, HUD and the Authority agree that no
ﬁwmﬂismuidfot(i)hcxadsbytbﬂnmaw Member or their

ive affiliate of their rights to remove the managing member and to designate the
M,SMMMaMMWﬁMQMaMmmm
under the terms of the Owner's Operating Agreement, provided that HUD and the
Authority are given prior written notice of the default under the Operating Agreement
and of the exercise of the removal and appointment right therein (the “Notice™).

However, HUD and the Authority consent shall be required, for the appointment of such

wmmmwmwmmmw.mm)aym Such
%&yp«iodwiﬂwmmmthcd&cofﬂnNoﬁoe(‘lmahWPaiod”).

With notice to HUD and the Authority, the Interim Replacement Period may be extended

fmmd&ﬁoﬂ%&y&mo&cwﬁlcﬁmpﬁo&mmmmm
mmhapﬂdmofmwﬁndamaanHUDmdMAMy
pmviddmnpiammeuphnﬁmofmmmaym&ewmmm
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member or general partner demonstrates that the Investor is continuing to fund (or hes already
funded) all equity contributions and the Project continues to be operated in a manner consistent
with All Applicable Public Housing Requirements.

(vii) Notwithstanding the foregoing, HUD’s and the Authority’s consent is not
required to the transfer of the Controlling Interest of the Managing Member of the Owner to the
Bank or its nominee pursuant to foreclosure or other enforcement of the security agreements
approved as evidentiary documents by HUD and the Authority, provided the Bank or its nominee
assumes to the satisfaction of the Authority all of the Managing Member's rights,
responsibilities, and obligations under the evidentiary documents set forth in Exhibit E to the
Mixed Finance Amendment, provided, however, that the exclusion of such pledge or
Wmmmmmmmmmsmmxoofmw
end Operating Agreement shall not permit the admission of a new or substitute managing
mammm&umamm«mmﬁm)mmmm
consent of the Authority and HUD, such consent not to be unreasonably withheld.

10. Now-Discrimination and Other Federal Requirements.

mmwﬂlwmplywithdiappﬁcablewwthefolbwin;asthem
may be amended from time to time:

() The Fair Housing Act, 42U.S.C. 3601-19, and regulations issued
thereunder, 24 CFR Part 100; Executive Order 11063 (Equal Opportunity in Housing)
and regulations issued thereunder, 24 CFR Part 107; the fair housing poster regulations,
24 CFR Part 110, and applicable advertising guidelines;

(i) TitdeVI of the Civil Rights Act of 1964, 42U.S.C. 2000d, and
regulations issued thereunder relating to non-discrimination in housing, 24 CFR Part 1;

(iii) Age Discriminstion Act of 1975, 42 US.C. 6101-07, and regulations
issued thereunder, 24 CFR Part 146;

(iv)  Section 504 of the Rehabilitation Act of 1973, 29 US.C. 794, and
regulations issued thereunder, 24 CFR Part8; the Americans with Disabilities Act,
42 U.S.C. 12181-89, and regulstions issued thereunder, 28 CFR Part 36;

(v)  Section 3 of the Housing and Urban Development Act of 1968, 12 U.S.C.
17014y, and its implementing regulations at 24 CFR Part 135; and

(vi)  Wage rates under the Davis-Bacon Act (40 U.S.C. § 276a et seq.) to the
extent applicable.

11. Owner Default and Remedies.

(a) Defanit. A default by the Owner under this Agreement shall occur if the Owner
violata.bluehuorfaihtoeomplyinmymataidmspeawithmypmﬁﬁmoﬂotoblipﬁm
under, All Applicable Public Housing Requirements or this Agreement (including, without
limitation, by reason of its violation, breach, or failure to comply with any agreement referenced
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in Section 3(a) hereof). A defsult by the Owner that is attributable to an action or omission of
the Management Agent shall be deemed a default by the Owner for purposes of this Section.

(b) Notice and Cure. Upon & determination by the Authority that a default by the
Ownahumnd.ﬂn&nduitydnﬂmﬁfyﬂUD,ﬁeOm,ﬂandopa.ﬂnFm
Mortgage Lender, the City and the Investor of (i) the nature of the default, (ji) the actions
nquﬁed&h&mbymww.me?mmmwwhvmwmmm
d(&)hhﬂ(mhﬁnﬁﬂy(mhn)mw&hmm.hﬁum
mwammmwm.mmmmmmuwmm
wﬂd&uifﬁemwmmembcmmmwmao)ay
MhOm.thmmqumymmmnwiﬁﬂn
Authority’s written approval, as may be reasonsbie given the circumstances to effect a cure of
the defauit mmlhaitymdnridnwmniﬁrhwnu’s.theF‘mMm
WaMstMmmwﬁmmhﬁﬂnwmmﬂot
mmmwwmmmmmummo@mﬂwmm
actions to cure have not been made by the Owner, the First Mortgage Lender and/or the Investor.

(c)  Remedies. If the Owner, the First Mortgage Lender and/or the Investor fails to
rapondort&cewucﬁwacﬁutodnuﬁsﬁaimofdnmnhoﬁtyunuﬁddmm
Auhwitymmmeﬁdnwmmymdyavilﬁhwhbymofmufaﬂg
hdﬁngﬁ&omﬁnﬁﬁomhsﬂmmdhmymmmmm
but not limited to specific performance, injunctive relief, the termination of ing Subsidies
hereunder, or the appointment of a receiver to take over and operate the PHA-Assisted Units in
mwﬁthdnumofﬂlhAmmmwcabMﬁmwthAM,
Mywhdﬁﬁmwmcthmemmbmifmy,ifm
mofmmm.mmaMMAmﬁqmm
the Declaration of Restrictive Covenants or the Management Agreement.

12.  Authority Defaunit and Remedies.

(a) Defaunit A default by the Authority under this Agreement shall occur if the
AMMyﬁolﬂahmhuﬂﬁsAmm&ithyﬁthmypwﬁm
of or obligation under All Applicable Public Housing Requirements, including this Agreement
(mduingwithomlhnﬁlﬁm.bymoﬁmﬁohﬁmbtaeh.wﬁlmmmplywimmy
governing law, regulation, or agreement referenced in Section 3(a)).

(b) Notice and Care. Upon determination by the Owner that a defsult by the
AmhoﬁtyhnommeOmMmﬁfyGnAum«ity,anevdopa.HUD.mehm
of(i)dwmaofmedcfmlt.(ii)tlnwtionsmquindwbeukmbydnAudnﬁlytomthe
defmlt,and(iii)tbetina(noleasthmsixty(&)dnpindtemofnfailmtomOpuaﬁng
SM«MMM(M)&»MNMW)MWM&MAMtyM
mpoﬁﬁ&adwwhghdlm&daeﬁmhvebmhkqmvﬁdifﬁembym
nmmmbeumdwiﬂﬁntbewthmy(BO)dAyMtheAmhoﬁtymme
additional duay(%)dlnﬁmduOW'swﬁmmﬁLmdasmybemledm
the circumstances to effect such a cure of the default; provided, however, no extension of time
slnllbepcmiuedindnmeofapaymemorrdmbmuuforapiml items pursuant to
Section 4(c). mOwwmﬂnﬁﬂnmmmeAMty'seﬂ’mammmdﬁm
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mmﬁmmmwwmmmmmmmwum
to cure have not been made by the Authority.

(¢) Remedies. lfdnAuﬂnﬁtyfailsbrapmdortakemaaiveacﬁwwdw
mmamm,uwmmmmmaqmiqﬁmmm

imMothhPﬂA-AﬁmdUniu,md(ﬁ)Mlunmmmm
Ammmmmbaofmm.uhmwudcﬁmdhme
Amwmmmcﬂm;FM(adﬁWTmMghym)wﬁwewm
Authority.

13.  Disclaimer of Relationships.

(a) No Assignment, ‘l'heAulbmity.OwumdlnvmackmwledpMmy
m&ofaﬁuﬁmmummw«mmwuuAmwm
Omwmymwmymnmhwudnmdwhmmmofmiﬁ

WuMixd-FmaAmmmmeywiﬁhnuMﬁQMorﬁQminw
undutheACCmdlo:ﬂwMiud—FhmAmmdmanormszmAm

M) No Other Relstiomship. Nothing contsined in the ACC and/or Mixed-Finance
Mahmwmmmwmmmwuhwnmnmmy

(a) Binding Agreemeat. This Agreement shall be binding upon and inure to the
bawﬁtof&emasﬁmandhdnofadofﬂupﬁa;mwmmwdu
tanwnunwthehveswtmaypanyofitsimmindﬁsAmwiﬂwmdnpﬁw
written consent of the Authority and HUD. Any Authority consent shall not be denied, withheld



(b) Eatire Agreement. mwmmmwmgm
puﬁumdmpcudamypﬁorwwmdummdmwmmwdn
subject matter hereof.

() Amendments. SubjeatoAllAwliablePublicHwﬁngRequimnm&is
Ammynubemddambymiﬂmhwﬁﬁngﬁmdmbebﬂfofewhof
the perties and approved in writing by HUD.

(d) No Watver. Nochhyoromiasionbyeithwpminacdsinganyﬁdnor
Mymmwi@a&myauﬁwwmdyamaw”mf
indnmofmymmgivhgmwwﬁghamtyofmdy,
whether of a similar or dissimilar nature.

Chicago Housing Authority

60 E. Van Buren St., 12 Floor
Chicago, lllinois 60605
Attention: Chief Executive Officer

Chicago Housing Authority
Office of the General Counsel
60 E. Van Buren St., 12® Floor
Chicago, [llinois 60605
Attention: General Counsel

Lakefront Phase I, LLC.

</0 Davis Lakefront, LLC
3619 S. State Street, Suite 400
Chicago, lllinois 60609
Attention: Robert Koemner
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Applegate & Thome-Thomsen, P.C.
626 W. Jackson Blvd,, Suite 400

Chicago, lllinois 60661
Attention: Bennett P. Applegate

DV Property Management LLC
3619 S. State Street, Suite 400
Attention: Jared Davis

Centerline Capital Group

100 Church Street,

15* Floor

New York, N.Y. 10007
Attention: Michael Riechman (Senior
Managing Director) and General Counsel -
Affordable Housing

Nixon Peabody LLP

401 9* Street NW
Washington, DC 20004
Attn: Richard S. Goidstein

U.S. Bank National Associstion Community
Development LendingMK-IL-RY2C
209 S. LaSalle St., Suite 210 Chicago,
Nllinois 60604 Attn: Andrew W.
Hugger, Asst. V.P.

Charity & Associates, P.C.
20 North Clark Street, Suite 1150
Attention: Elvin E. Charity, Esq.



CD

U.S. Department of Housing and Urban
Development

77 West Jackson Bivd., 26® Floor
Chicago, Illinois 60604
Attention: Office of the General Counsel

and

U.S. Department of Housing and Urban

Development

451 Seventh Street, S.W.
Washington, D.C. 20410

Attention: Assistant Secretary of Public and
indian Housi

Mlanhnoﬁcamdoﬁcemmuﬁaﬁmab:ﬂbedendg‘monmedmofm or local
courier delivery, tdeeopyuwnission.ddivuwovcnimeouﬁawmddivaywvica,
otdepositintanniMSliil.mdMbcdeanedwhwebeenuuived(i)inthemof
pqwmlorloalcomietdelivay,onthedmdmdldelivuy,(ii)intbmofﬁdmpy.upon
receipt of electronic confirmation thereof, (jii) in the case of delivery by overnight courier or
umwmmmmmﬁybﬂmmmmﬁnd&mofﬂm
on the date specified in the return receipt therefor.

(13 Further Assurances. mmmﬂmmmmwm
umkmﬂymam&rhmﬁmoﬂhmw
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(i) Goveming Law. mwmumwmmm
mdmwi&&ehwofﬁc%ofﬂlhobqpﬁdlcmmmuwbem
therein.

G) Headings; Usage. Aﬂsu:imhdhphdﬂaw“&rmmof
mfammlynﬂmmwbmﬁfyhmofmym All pronouns and any
vmmrwmudmwmwhmmnimwmmmmmyof
the person or persons may require. Where the context admits, the singular forms of terms used
hmshﬂluwluhthephnludhplualshﬂmdﬁcmw



mwmmwmr.or.mmmmmnmmw
Agreement as of the date first above written.




mwmwmm.ummmunmum
Agresment &3 of the date first sbove written.




ACKNOWLEDGMENT
STATE OF ILLINOIS )
) ss.
COUNTY OF COOK )
This instrument was acknowledged beforeme on __ ./ 20¢ & , 2012, by

Johaum.umwv“hddmtoﬁhemﬁeeofbwdommof
the Chicago Housing Authority.

ROSE 1, ALLEN él /Y Al
Notary Public

NODIRY RUSLG. ETATE OF LLHOS
1Y COLESSIN EPTES +302013

STATE OF ILLINOIS )
)ss.
COUNTY OF COOK )

Lthcmdawwnd.aNmyPubhchmdfudnComMSde.dohuebymfy
that , as Manager of Davis Lakefront LLC, an Illinois limited
liability company, member of Lakefront Phase Il Manager, LLC, an Illinois limited Iiability

compeany, managing member of Lakefront Phase I, LLC, an Illinois limited liability compeny,
mﬂyhum»mmbhmmwhumumwwum
mwnmofbtmhhﬁumuc.mbuofwsﬁomﬂmnw LLC,

managing member of Lakefront Phase Il, LLC, appeared before me this day in person and
Wﬂmhwlndddmmemmmasmmﬁum
voluntary act and the free and voluntary act of Lakefront Phase II Manager, LLC in its capacity
as managing member of Lakefront Phase I, LLC for the uses and purposes therein set forth.

GIVEN UNDER MY HAND, and seal of office, this the ___ day of June, 2012.

Notary Public



ACKNOWLEDGMENT
STATE OF ILLINOIS )
).
COUNTY OF COOK )
This instrument was acknowisdged before me on 212, by

Jobm Gerut, as Interim Brscutive Vice President of the Oftice of Development Management
the Chicago Housing Authority.

COUNTY OF COOK )

Luw.ﬂmmhuhumﬁqusﬂmam
that Foho ' Q as Manager of Davis Lakefront LLC, an lllinois
Bability company, member Lakefiont Phass I Maneger, LLC, s lllinois limised
m.—“mdmmn.u.c.nmmwmy
Mwaubhﬁmmmmhm»

instrument as maneger of Davis Lakefront LLC, member of Lakefront Phase Il Managsr,
mmammmuwmuuqhm
wuhwumumuuuawmh
Mmuumummdmmmnwu.camm
a3 managing member of Lakefront Phass If, LLC for the uses and

GIVEN UNDER MY HAND, and seal of office, this theCl

fH

aaﬁii




