LOAN AGREEMENT
CITY OF SAN JOSE,
WELLS FARGO BANK, NATIONAL ASSOCIATION, as Trustee
and
BELOVIDA AT NEWBURY PARK, L.P.
Dated as of November 1, 2009
Relating to
$24,170,000
City of San José
Multifamily Housing Revenue Bonds

(Belovida at Newbury Park Senior Apartments Project),
Series 2009A

The interest of the City of San José (the “Issuer”) in this Loan Agreement has been assigned
(except for certain “Reserved Rights™ as defined in this Loan Agreement) pursuant to the Trust
Indenture dated as of the date hereof from the Issuer to Wells Fargo Bank, National Association,
as trustee (the “Trustee™), and is subject to the security interest of the Trustee thereunder.
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LOAN AGREEMENT

THIS LOAN AGREEMENT dated as of November 1, 2009 (together with all
supplements, modifications and amendments thereto, this “Loan Agreement”), among the CITY
OF SAN JOSE, a municipal corporation and charter city duly created and existing under its
charter and the laws of the State of California (together with its successors and assigns, the
“Issuer”), WELLS FARGO BANK, NATIONAL ASSOCIATION, a national banking
association organized and existing under and by virtue of the laws of the United States of
America, as trustee under the herein defined Indenture (together with any successor trustee
hereunder and their respective successors and assigns, the “Trustee”), and BELOVIDA AT
NEWBURY PARK, L.P., a California limited partnership (together with its successors and
assigns, the “Borrower”™).

WITNESSETH:

WHEREAS, the Issuer is authorized under the laws of the State of California (the
“State”) to finance multifamily rental housing by issuing its revenue bonds; and

WHEREAS, the Issuer has determined to issue its City of San José Multifamily Housing
Revenue Bonds (Belovida at Newbury Park Senior Apartments Project), Series 2009A in the
aggregate principal amount of $24,170,000 (the “Bonds™) pursuant to the Trust Indenture dated
as of November 1, 2009 (the “Indenture”), executed by the Issuer and Wells Fargo Bank,
National Association, as trustee (the “Trustee™), for the purpose of providing funding necessary
for the construction and equipping by the Borrower of a 185-unit multifamily rental housing
project in the City of San José, County of Santa Clara, California to be known as Belovida at
Newbury Park Senior Apartments (the “Project”); and

WHEREAS, pursuant to this Loan Agreement, the Issuer has agreed to issue the Bonds
and to use proceeds of the Bonds to fund a loan to the Borrower (the “Loan’), and the Borrower
has agreed to (i) apply the proceeds of the Loan to pay a portion of the costs of construction and
equipping of the Project, (ii) make payments sufficient to pay the principal of, premium, if any,
and interest on the Bonds when due (whether at maturity, by redemption, acceleration or
otherwise), and (iii) observe the other covenants and agreements and make the other payments
set forth herein; and

WHEREAS, the Borrower has delivered to the Trustee, on behalf of the Issuer, its
promissory note dated the date of issuance of the Bonds in an original principal amount equal to
the aggregate original principal amount of the Bonds in substantially the form set forth on
Exhibit B hereto (as the same may be amended, modified or supplemented from time to time, the
“Note™) evidencing its obligation to repay the Loan; and

WHEREAS, to secure its obligations under this Loan Agreement and the Note, the
Borrower has executed (i) a Construction Deed of Trust with Assignment of Rents, Security
Agreement and Fixture Filing (as amended, modified or supplemented from time to time, the
“Mortgage™), (i1) an Assignment of Contracts, Plans and Specifications (as the same may be
amended, modified or supplemented from time to time, the “Assignment of Project Documents™)
and (iii) a Security Agreement (Assignment of Partnership Interest and Capital Obligations (as
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amended, modified or supplemented from time to time, the “Partnership Assignment”) each
dated as of even date with this Loan Agreement, for the benefit of the Issuer as secured party;

NOW, THEREFORE, in consideration of the premises and the mutual covenants and
agreements herein contained, and other good and valuable consideration, the receipt and
sufficiency of which is hereby acknowledged, and intending to be legally bound, the parties
hereto agree as follows: ’
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ARTICLE I

DEFINITIONS

Section 1.1. Definitions. The following capitalized terms shall have the meanings
specified in this Article unless the context requires otherwise. All other capitalized terms used
herein which are defined in the Indenture and not defined herein shall have the respective
meanings ascribed thereto in the Indenture unless otherwise expressly provided or unless the
context otherwise requires. The singular shall include the plural and the masculine shall mclude
the feminine and neuter shall include the masculine or feminine.

“Accountant” means | ], or such other independent certified public
accountant or firm of independent certified public accountants, selected by the Borrower and
approved by the Servicer, such approval not to be unreasonably withheld or delayed.

“Appraisal” means an appraisal of the market value of the Project performed by a
qualified independent appraiser approved by the Servicer.

“Approved Budget” means the Proposed Budget approved by the Servicer.

“Architect” means | B

“Architect’s Contract” means the | |, dated | |, as amended, between the
Borrower and the Architect, providing for the design of the Improvements and the supervision of
the construction and equipping thereof, including ongoing monthly inspection of the
Improvements, certification of Requisitions and certification of Completion, among other things.

“Bank” means Banc of America Public Capital Corp, and its successors and assigns.

“Capital Expenditures” means capital expenditures determined in accordance with
generally accepted accounting principles relating to the repair, renovation or replacement of the
Project.

“Co-General Partner” means CORE Belovida Newbury, LLC, together with any
permitted successors and assigns, as co-general partner of the Borrower.

“Completion Date” means July 1, 2011, as that date may be extended from time to time
by the Servicer.

“Construction Contract” means the contract, dated | | between the Borrower
and the Contractor, providing for the construction and equipping of the Improvements and
certification of Requisitions, among other things.

“Consulting Engineer” shall have the meaning ascribed to that term in the Construction
Disbursement Agreement.

“Contractor” means | ]-
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“Control,” “Controlled” and “Controlling” means, with respect to any Person, either
(i) ownership directly or indirectly of more than 50% of all beneficial equity interest in such
Person, or (ii) the possession, directly or indirectly, of the power to direct or cause the direction
of the management and policies of such Person, through the ownership of voting securities, by
contract or otherwise.

“Default” or “Event of Default” means, when referring to (i) the Indenture, an event or
condition specified or defined as such by Article VI of the Indenture and (ii) this Loan
Agreement, an event or condition specified or defined as such by Section 7.1 hereof.

“Development Budget” means the budget for total estimated Project Costs and sources
of payment attached to the Construction Disbursement Agreement, as the same may be amended,
modified or supplemented from time to time in accordance with the terms hereof and the
Construction Disbursement Agreement.

“Direct Costs” means the costs of the Land, the Improvements, the Personal Property,
and all labor, materials, fixtures, machinery and equipment required to construct and equip the
Improvements in accordance with the Plans and Specifications.

“Financing Statements” means Uniform Commercial Code Form 1 Financing
Statement(s) from the Borrower and the General Partner in favor of the Trustee.

“General Partner” means, collectively, Cecilia Place Homes, Inc. and CORE Belovida
Newbury, LLC, together with any permitted successors and assigns as general partners of
Borrower.

“General Partner Documents™ means the Partnership Assignment.

“Generally Accepted Accounting Principles” means the principles that are
(i) consistent with the principles promulgated or adopted by the Financial Accounting Standards
Board and its predecessors, as in effect from time to time, and (ii) consistently applied with past
financial statements of the Borrower adopting the same principles; provided that a certified
public accountant would, insofar as the use of such accounting principles is pertinent, be in a
position to deliver an unqualified opinion (other than a qualiﬁcation regarding changes in
Generally Accepted Accounting Principles) as to financial statements in whlch such principles
have been properly applied.

“Governmental Authority” means the United States, the State in which the Land is
located and any political subdivision, agency, department, commission, board, bureau, authority
or instrumentality of either of them, including any local authorities, or any other entity exercising
executive, legislative, judicial, regulatory or administrative junctions of government, which has
jurisdiction over the Land or the construction, equipping and operation of the Project thereon.

“Guarantor Documents” means the Payment Guaranty and the Completion Agreement.

“Hazardous Substances” shall have the meaning ascribed to such term in the
Environmental Indemnity.
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“Improvements” means the 185-unit multifamily rental housing project with related site
improvements and amenities located on the Land and constructed, equipped and furnished in
accordance with the Plans and Specifications.

“Indebtedness” means all obligations, contingent and otherwise, that in accordance with
Generally Accepted Accounting Principles should be classified upon the Borrower’s balance
sheet as liabilities, or to which reference should be made by footnotes thereto, including in any
event and whether or not so classified: (a) all debt and similar monetary obligations, whether
direct or indirect; (b) all liabilities secured by any deed to secure debt, mortgage, deed of trust,
pledge, security interest, lien, charge or other encumbrance existing on property owned or
acquired subject thereto, whether or not the liability secured thereby shall have been assumed;
(c) all liabilities under capitalized leases; and (d) all guaranties, endorsements and other
contingent obligations whether direct or indirect in respect of indebtedness of others, including
the obligations to reimburse the issuer of any letter of credit for amounts drawn on such letter of
credit.

“Indirect Costs” means all title insurarice premiums, survey charges, engineering fees,
architectural fees, real estate taxes, appraisal costs, premiums for insurance, marketing,
advertising and leasing costs, brokerage commissions, legal fees, accounting fees, overhead and
administrative costs, and all other expenses as shown on the Development Budget which are
expenditures relating to the Project and are not Direct Costs.

“Initial Notification of Taxability” means the receipt by the Trustee or the Owner of a
communication from the Internal Revenue Service or any court of competent jurisdiction to the
effect that interest on the Bonds is not excluded, or will not in the future be excluded, from the
gross income of the owners of the Bonds for federal income tax purposes.

“Investor Limited Partner” means Hudson Belovida, LLC, together with its permitted
successors and assigns as limited partner in Borrower.

“Issuer’s Fees” means the Initial City Fee and the Annual City Fee, each as defined in,
and payable pursuant to, Section 7(a) of the Regulatory Agreement.

“Land” means the real property described in Exhibit A attached hereto.

“Lien” means any interest in the Project or any part thereof or any right therein, including
without limitation any rents, issues, profits, proceeds and revenues therefrom, securing an
obligation owed to, or a claim by, any Person, whether such interest is based on the common
law, statute or contract, and including but not limited to the lien and security interest arising
from a deed to secure debt, mortgage, deed of trust, encumbrance, pledge, conditional sale or
trust receipt or a lease, consignment or bailment for security purposes. The term “Lien” shall
also include any and all reservations, exceptions, encroachments, easements, rights of way,
covenants, conditions, restrictions, leases and other title exceptions and encumbrances affecting
the Project or any part thereof or any interest therein.

“Loan Fee” means an amount equal to one and fifty one hundredths percent (1.50%) of
the maximum principal amount of the Bonds, or Three Hundred Sixty Two Thousand Five
Hundred Fifty Dollars ($362,550).

OHS West:260709674.4 5

DRAFT - Contact the Office of the City Clerk at (408)535-1260 or CityClerk@sanjoseca.gov for final
document



“Management Agreement” means the Property Management Agreement dated as of
I |, between the Borrower and the Manager, and any substitute agreement relating to the
management of the Project.

“Manager” means [ - |, or any successor manager of the Project approved by the
Servicer and the Issuer (which approval of the Issuer shall not be unreasonably withheld and
shall be deemed granted if not rejected within ten (10) days of receipt of written request
therefor).

“Managing General Partner” means Cecilia Place Homes, Inc., together with any
permitted successors and assigns as managing general partner of the Borrower

“Net Operating Income” means, for any period, (A) (i) if the actual Project Revenues
for such period are greater than the Project Revenues as projected in the Appraisal dated | 1
for such period, then Net Operating Income shall be the actual Project Revenues adjusted to
reflect a [___] Percent ([__ ]%) vacancy rate or (ii) if actual Project Revenues for such period
are less than the Projected Revenues as projected in the Appraisal dated [ ], for such period,
then Net Operating Income shall be the actual Project Revenue for such period adjusted to reflect
a[ ] percent ([__ ]%) vacancy rate less (B) the greater of (i) Operating Expenses for such
period or (ii) the allocable portion of Projected Operating Expenses.

“Obligor(s)” means the Borrower, the General Partner and each Guarantor.

“Operating Expenses” means, for any period, the aggregate amount of expenses
incurred by the Borrower in connection with the Project pursuant to arm’s length transactions for
ordinary and necessary expenses sufficient to provide the amenities and services associated with
a multi-family residential facility as follows: labor costs; general maintenance; legal and
accounting fees relating solely to the operation of the Project (and not partnership administration,
other than audit and other expenses incurred by the Borrower relating solely to the operation of
the Project); general and administrative costs of the Borrower directly attributable to the Project
(and not partnership administration) and advertising and marketing costs; supplies for the
Project; non-capital repairs and replacements; leasing and brokerage commissions; management
fees payable pursuant to the management agreement up to an amount equal to [ - 1% of Project
Revenues; costs of licenses, permits and similar fees relating to property operations; premiums
for insurance required pursuant to the Loan Agreement; charges for electricity and other utilities;
real estate taxes, water and sewer rents and assessments; payments made into the Replacement
Reserve Fund and the Tax and Insurance Fund; and all other expenses incurred in connection
with the ordinary course of property operations and maintenance. The foregoing expenses and
fees paid to Affiliates of the Borrower, with the Servicer’s consent, shall be included as
Operating Expenses in an amount equal to the actual fees and expenses paid or payable to such
Affiliate, but in no event greater than amount that customarily would be paid to an unaffiliated
third party on an arm’s-length basis for such services. Without limiting the generality of those
items which shall be excluded from the definition of Operating Expenses, the following shall be
specifically excluded from such calculation: depreciation, amortization and other non-cash items;
all partnership administrative expenses (including, without limitation, legal, accounting, and
other professional expenses); prepaid expenses which are not customarily prepaid in the ordinary
course of business; any termination or similar fee in connection with financing for the Project;
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expenditures funded by disbursements from the Replacement Reserve Fund and the Tax and
Insurance Fund; scheduled debt service and scheduled principal payments on Indebtedness
related to the Project; penalties, late fees and similar charges arising from or on account of the
Borrower’s failure to pay any monetary obligations; any costs, expenses or fees, including
interest, payable by the Borrower on advances made by the Servicer, the Issuer or the Trustee
after an Event of Default, and franchise and income taxes of the Borrower.

“Organizational Documents” means for any corporation, partnership, trust, limited
liability company, limited liability partnership, unincorporated association, business or other
legal entity, the documents pursuant to which such entity has been established or organized, as
such documents may be amended from time to time in accordance with the terms of this Loan
Agreement.

“Partnership Agreement” means the [Amended and Restated] Agreement of Limited
Partnership of the Borrower dated as of November 1, 2009, among the General Partner, the
Special Limited Partner and the Investor Limited Partner, as the same may be amended, modified
or supplemented from time to time, subject to the terms hereof.

“Partnership Documents” means, collectively, the Partnership Agreement, and any
other documents that govern the formation, organization, management and funding of
Borrower’s partnership.

“Permitted Encumbrances” shall have the meaning ascribed to such term in the
Mortgage.

“Personal Property” means all materials, furnishings, fixtures, furniture, machinery,
equipment and all items of tangible or intangible personal property now or hereafter owned or
acquired by the Borrower in which the Issuer has been or will be granted an interest to secure the
obligations of the Borrower under the I.oan Documents.

“Plans and Specifications” means the plans and specifications for the Project prepared
by the Architect and more particularly described in the Construction Disbursement Agreement,
as the same may be amended, modified or supplemented in accordance with the terms hereof and
the Construction Disbursement Agreement.

“Project Approvals” means all approvals, consents, waivers, orders, agreements,
authorization, permits and licenses required under applicable Legal Requirements or under the
terms of any restriction, covenant or easement affecting the Project, or otherwise necessary or
desirable for the ownership, construction and equipping, use and operation of the Project and the
Improvements, whether obtained from a Governmental Authority or any other Person.

“Project Costs” means the sum of all Direct Costs and Indirect Costs that will be
incurred by the Borrower in connection with the construction and equipping of the
Improvements, the marketing and leasing of leasable space in the Improvements, and the
operation and carrying of the Project through Stabilization.

“Project Revenues” means, for any period, the revenues actually collected during such
period (a) generated from all tenants and others occupying or having a right to occupy or use the
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Project or any portion thereof (other than revenue from Section 8 vouchers to the extent such
revenue causes the rent on any unit to exceed the lower of (A) maximum allowable tax credit
rent designated for that unit or (B) the average rent being achieved for similar non-Section 8§
subsidized units within the Project for such period), adjusted to reflect rental concessions over
the term of any applicable lease, and (b) from the use and eccupancy of any amenities and
services of the Project, including vending machine income, net cable TV revenues, laundry
service and parking income, but exclusive of (i) capital contributions, (ii) net proceeds from the
sale or refinancing of the Project, (iii) net proceeds of insurance (other than proceeds of loss of
rent insurance to the extent paid for apartment units occupied at the time of the loss), and net
condemnation awards, (iv) security deposits and prepaid rents to the extent not permitted to be
released to the Borrower pursuant to the terms of leases, (v) interest earnings and (vi) proceeds
from any loans.

“Projected Operating Expenses” means $[ ] per annum (increased on an annual
basis beginning [ ], by [ ]%), plus actual costs of utilities, insurance and Impositions
(provided Impositions constituting real property taxes are based on the full assessed value of the
Project following completion of construction and equipping of the Improvements as
contemplated by this Loan Agreement, plus all required deposits into the Replacement Reserve
Fund.

“Property” shall have the meaning ascribed to such term in the Mortgage.

“Proposed Budget” means the proposed capital and operating budget for the Project,
submitted to the Servicer for approval.

“Related Person” means a “related person” as defined in Section 147(a) of the Code.

“Required Equity Funds” means contributions by Investor Limited Partner to the
capital of the Borrower, for application to Project Costs in accordance with the Approved
Budget, to be contributed and so applied in installments at times and in amounts approved by the
Servicer, in the aggregate amount of approximately [ ] ($[___D.

“Reserved Rights” means, the rights of the Issuer hereunder pursuant to Sections 2.3(a),
2.3(b), 2.3(c), 2.3(d), 2.3(e), 2.3(D), 3.2(b), 3.2(d), 3.2(e), 5.19 hereof, which are retained and not
assigned to the Trustee pursuant to the Indenture.

“Single Purpose Entity” means an entity that (i) is formed solely for the purpose of
owning and operating a single asset; (ii) does not engage in any business unrelated to such asset;
(iii) keeps its own books and records and its own accounts, separate and apart from the books,
records and accounts of any other Person; and (iv) holds. itself out as being a legal entity,
separate and apart from any other Person.

“Special Limited Partner” means Hudson SLP LLC, a Delaware limited liability
company, together with its permitted successors and assigns.
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“Stabilization” means the point at which
6] the Project has attained Completion;

(1)  at least 90% of the residential units within the Project have been occupied by
tenants meeting the requirements of the Loan Documents in each of the three (3) consecutive
months immediately preceding the date of determination; :

(1)  the ratio of (a) Net Operating Income in each of the three (3) consecutive months
immediately preceding the date of determination to (b) maximum principal and interest payable
in any month under the Bond Documents on the amount of Bonds Outstanding (as defined in the
Indenture) as of the date of determination equals or exceeds 1.15 to 1.0; and

(iv)  the outstanding principal balance of the Bonds and the Loan has been reduced to
an amount not in excess of $11,210,000. '

“Stabilization Deadline” has the meaning set forth for that term in the Construction
Disbursement Agreement.

“Subordinate Loans” means any subordinated debt of the Borrower approved by the
Servicer and the Majority Owner and incurred in accordance with this Loan Agreement.

“Survey” means an instrument survey of the Land and the Improvements prepared in
accordance with the Servicer’s survey requirements, such survey to be reasonably satisfactory to
the Servicer in form and substance.

“Tax Credits” means the federal and state low income housing credits available with
respect to the Project.

“Title Insurance Company” means Chicago Title Company.

“Title Policy” means an ALTA standard form title insurance policy issued by the Title
Insurance Company for the benefit of the Trustee and, its successors and assigns, as their
interests may appear (with such reinsurance or co-insurance as the Servicer may require, any
such reinsurance to be with direct access endorsements) insuring the priority of the Mortgage and
that the Borrower holds marketable fee simple title to the Project, subject only to Permitted
Encumbrances and such exceptions as the Servicer may approve, and containing such
endorsements and affirmative insurance as the Servicer in its discretion may require.

“Unit Reserve Amount” means during the first twelve months following completion of
construction and equipping of the Project, an amount equal to $] ] times the number of
apartment units at the Project, which amount shall be increased (i) as of the first day of the first
full month of each succeeding twelve month period by the amount by which the cost of living (as
reflected in the Consumer Price Index for the metropolitan area in which the Project is located,
or any successor or substitute index) as of the last calendar month of the immediately preceding
twelve month period exceeded such cost of living as of the last calendar month of the prior
twelve month period and (ii) not more frequently than once every five years upon the written
direction of the Servicer by an amount reasonably determined by the Servicer, based on a
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physical needs assessment in respect of the Project, as necessary to meet the upcoming capital
needs of the Project.

Section 1.2. Construction. In this Loan Agreement, unless the context otherwise
requires:

(@  Articles and Sections referred to by number shall mean the corresponding
Articles and Sections of this Loan Agreement.

(b)  The terms “hereby”, “hereof”, “hereto”, “herein”, “hereunder” and any
similar terms refer to this Loan Agreement, and the term “hereafter” shall mean after, and
the term “heretofore” shall mean before, the date of adoption of this Loan Agreement.

() Words of the masculine gender shall mean and include correlative words
of the female and neuter genders, and words importing the singular number shall mean
and include the plural number and vice versa.

(d)  References in this Loan Agreement to particular sections of the Code, the
Act or any other legislation shall be deemed to refer also to any successor sections thereto
or other redesignation for codification purposes.
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ARTICLE IT

REPRESENTATIONS AND COVENANTS

Section 2.1. Representations by the Issuer. The Issuer makes the following
representations as of the date of the execution and delivery of this Loan Agreement as the basis
for the undertakings on its part herein contained:

€)] The Issuer is a municipal corporation and charter city, duly organized and
validly existing under its charter and the laws of the State of California.

(b)  The Issuer has the power and lawful authority to adopt the Resolution, to
execute and deliver the Issuer Documents, to issue the Bonds and receive the proceeds of
the Bonds, to apply the proceeds of the Bonds to make the Loan, to assign the revenues
derived and to be derived by the Issuer from the Loan to the Trustee, and to perform and
observe the provisions of, and to enter into the transactions contemplated by, the Issuer
Documents and the Bonds on its part to be performed and observed.

(c)  The Issuer has duly authorized the execution and delivery of each of the
Issuer Documents, the issuance, sale and delivery of the Bonds and the performance of
the obligations of the Issuer thereunder.

(d)  The Issuer Documents and the Bonds have been duly executed and
delivered by the Issuer.

()  To the Issuer’s knowledge, there is no action, suit, proceeding, inquiry or
investigation with service of process completed pending or, to the knowledge of the
Issuer, otherwise filed or threatened against the Issuer by or before any court,
governmental agency or public board or body, which (i) affects or questions the existence
or the territorial jurisdiction of the Issuer or the title to office of any member of the City
Council of the Issuer; (ii) affects or seeks to prohibit, restrain or enjoin the execution and
delivery of any of the Issuer Documents, or the issuance, execution or delivery of the
Bonds; (iii) affects or questions the validity or enforceability of any of the Issuer
Documents or the Bonds; (iv) questions the exclusion from gross income for federal
income taxation of interest on the Bonds; or (v) questions the power or authority of the
Issuer to perform its obligations under any of the Issuer Documents or the Bonds or to
carry out the transactions contemplated by any of the Issuer Documents or the Bonds.

® The Issuer makes no representation or warranty, express or implied, that
the proceeds of the Bonds will be sufficient to finance the construction and equipping of
the Project or that the Project will be adequate or sufficient for the Borrower’s intended

purposes.

Section 2.2. Representations by the Borrower. The Borrower makes the following
representations and warranties to the Issuer and the Trustee, and covenants and agrees with the
Issuer and Trustee as follows, as of and from the date of the execution and delivery of this Loan
Agreement as the basis for the undertakings on its part herein contained:
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(a) The Borrower is, and at all times will be, a limited partnership duly
organized, validly existing and in good standing under the laws of the State. The Co-
General Partner is, and at all times will be, a limited liability company, duly organized,
validly existing and in good standing under the laws of the State. The Managing General
Partner is, and at all times will be, a corporation, duly organized, validly existing and in
good standing under the laws of the State. Each of the Borrower and the General Partner
has, and will at all times have, all requisite power to own its property and conduct its
business as now conducted and as presently contemplated, to execute and deliver the
Loan Documents and the General Partner Documents and to perform its duties and
obligations hereunder and thereunder.

(b)  The execution, delivery and performance of this Loan Agreement and the
other Loan Documents by the Borrower and the transactions contemplated hereby and
thereby (i) are within the authority of the Borrower, (ii) have been duly authorized by all
necessary proceedings on the part of the Borrower, (iii) to the Borrower’s knowledge, do
not conflict with or result in any breach or contravention of any provision of law, statute,
rule or regulation to which the Borrower is subject or any judgment, order, writ,
injunction, license or permit applicable to the Borrower, (iv) do not conflict with any
provision of the Organizational Documents of the Borrower, and (v) do not require the
approval or consent of, or filing with, any governmental agency or authority other than
those already obtained and the filing of certain of the Loan Documents in the appropriate
public records.

(©) The execution and delivery of this Loan Agreement and the other Loan
Documents will result in valid and legally binding obligations of the Borrower
enforceable against it in accordance with the respective terms and provisions hereof and
thereof, except as enforceability may be limited by bankruptcy, insolvency,
reorganization, moratorium or other laws relating to or affecting generally the
enforcement of creditors’ rights, and except to the extent that availability of the remedy
of specific performance or injunctive relief is subject to the discretion of the court before
which any proceeding therefor may be brought.

(d)  The Borrower is, and will at all times be, a Single Purpose Entity.

(e) The address of the Borrower’s chief executive office and principal place
of business is c/o Core Affordable, LLC, 470 South Market Street, San José, California
95113. The organizational identification number for the Borrower is | |. The federal
employer identification number for the Borrower is | .

® On the Closing Date, the Borrower will acquire and hold an interest in the
Land and a fee interest in all buildings or other improvements constructed or to be
constructed on the Land, including, but not limited to, upon completion, a fee interest in
the Improvements, in each case subject only to the Permitted Encumbrances. The
Borrower possesses, and will at all times possess, all franchises, patents, copyrights,
trademarks, trade names, licenses and permits, and rights in respect of the foregoing,
adequate for the conduct of its business substantially as now conducted or as it is

OHS West:260709674.4 12
DRAFT — Contact the Office of the City Clerk at (408)535-1260 or CityClerk@sanjoseca.gov for final
docnment



intended to be conducted with respect to the Project, without known conflict with any
rights of others.

(g) - To the Borrower’s knowledge, the Borrower is not subject to any charter,
partnership or other legal restriction, or any judgment, decree, order, rule or regulation
that has or is expected in the future to have a materially adverse effect on the business
assets or financial condition of the Borrower. The Borrower is not a party to any contract
or agreement that has any materially adverse effect on the business or financial condition
of the Borrower.

(h)  The Borrower is not and will not at any time be, in violation of any
provision of its Organizational Documents or any agreement or instrument to which it
may be subject or by which it or any of its properties may be bound or any decree, order,
judgment, statute, license, rule or regulation, in any of the foregoing cases in a manner
that could result in the imposition of substantial penalties or adversely affect the financial
condition, properties or business of the Borrower.

) The Borrower and each Obligor (i) has made or filed, and will make or file
in a timely fashion, all federal and state income and all other tax returns, reports and
declarations required by any jurisdiction to which it is subject, (ii) has paid, and will pay
when due, all taxes and other governmental assessments and charges shown or
determined to be due on such returns, reports and declarations, except those being
contested in good faith and by-appropriate proceedings, (iii) as to the Borrower, only, will
maintain, partnership tax classification under the Code, and (iv) has set aside, and will at
all times set aside, on its books provisions reasonably adequate for the payment of all
taxes for periods subsequent to the period to which such returns, reports or declarations
apply. There are no unpaid taxes in any material amount claimed to be due by the taxing
authority of any jurisdiction, and the partners of the Borrower have no actual knowledge
of any basis for any such claim. The Borrower has filed, and will continue to file, all of
such tax returns, reports, and declarations either (x) separately from any Affiliate or (y) if
part of a consolidated filing, as a separate member of any such consolidated group.

) The Project is located wholly within the State and within the jurisdiction
of the Issuer.

() None of the Issuer, the Trustee or any director, member, officer or
employee of the Issuer or the Trustee has any interest, financial, employment or other, in
the Borrower, the Project or the transactions contemplated hereby.

()] There is no Event of Default on the part of the Borrower or any Obligor
under this Loan Agreement or any other Loan Document, any General Partner Document,
any Guarantor Document or any Organizational Document, and no event has occurred
and is continuing which after notice or passage of time or both would give rise to a
default under any thereof. The Borrower has received no notices of and has no
knowledge of any violations of any Legal Requirements or Project Approvals.
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(m)  The certifications, representations, warranties, statements, information and
descriptions contained in the Loan Documents and in the Tax Certificate, as of the date of
the first authentication and delivery of the Bonds, are and will be true, correct and
complete in all material respects, do not and will not contain any untrue statement or
misleading statement of a material fact, and do not and will not omit to state a material
fact required to be stated therein or necessary to make the certifications, representations,
warranties, statements, information and descriptions contained therein, in light of the
circumstances under which they were made, not misleading. The estimates and the
assumptions contained in the Loan Documents and in the Tax Certificate, as of the date
of the first authentication and delivery of the Bonds, are reasonable and based on the best
information available to the Borrower. Each of the certifications, representations,
warranties, statements, information and descriptions contained in the Tax Certificate is
hereby incorporated into this Loan Agreement by reference, as if fully set forth herein.

(n)  The Borrower has furnished to the Issuer all information necessary for the
Issuer to file an IRS Form 8038 with respect to the Bonds, and all of such information is
and will be on the date of filing, true, complete and correct.

(0)  The Borrower is not contemplating either the filing of a petition by it, by
the General Partner under any state or federal bankruptcy or insolvency law or the
liquidation of all or a major portion of its property, and the Borrower has no knowledge
of any Person contemplating the filing of any such petition against it or any Obligor.

(p) The Borrower is not an “employee benefit plan,” as defined in
Section 3(3) of ERISA, subject to Title I of ERISA, and none of the assets of the
Borrower constitutes or will constitute “plan assets” of one or more such plans within the
meaning of 29 C.F.R. section 2510.3-101.

(@  No part of the proceeds of the Loan will be used for the purpose of
purchasing or acquiring any “margin stock” within the meaning of Regulation U of the
Board of Governors of the Federal Reserve System or for any other purpose that would
be inconsistent with such Regulation U or any other Regulation of such Board of
Governors, or for any purpose prohibited by Legal Requirements or any Loan Document.

@ The Borrower is not (i) an “investment company” or a company
“controlled” by an “investment company,” within the meaning of the Investment
Company Act of 1940, as amended; (ii) a “holding company” or a “subsidiary company”
of a “holding company” or an “affiliate” of either a “holding company” or a “subsidiary
company” within the meaning of the Public Utility Holding Company Act of 1935, as
amended; or (iii) subject to any other federal or state law or regulation which purports to
restrict or regulate its ability to borrow money.

(s) The Borrower has not entered into the Loan or any Loan Document with
the actual intent to hinder, delay, or defraud any creditor, and the Borrower has received
reasonably equivalent value in exchange for its obligations under the Loan Documents.
Giving effect to the transactions contemplated by the Loan Documents, the fair saleable
value of the Borrower’s assets exceeds and will, immediately following the execution and
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delivery of the Loan Documents, exceed the Borrower’s total liabilities, including
subordinated, unliquidated, disputed or contingent liabilities. The fair saleable value of
the Borrower’s assets is and will, immediately following the execution and delivery of
the Loan Documents, be greater than the Borrower’s probable liabilities, including
maximum amount of its contingent liabilities or its debts as such debts become absolute
and matured. The Borrower’s assets do not and, immediately following the execution
and delivery of the Loan Documents, will not, constitute unreasonably small capital to
carry out its business as conducted or as proposed to be conducted. The Borrower does
not intend to, and does not believe it will, incur debts and liabilities (including contingent
liabilities and other commitments) beyond its ability to pay such debts as they mature
(taking into account the timing and amounts to be payable on or in respect of obligations
of the Borrower).

® All information regarding the Borrower, the Project and the Guarantors
delivered to the Issuer, the Trustee and the Bank is true and correct in all material
respects and all such financial information fairly presents the financial condition and
results of operations of the Borrower and the Guarantors for the periods to which such
financial information relates, and discloses all liabilities and contingent liabilities of the
Borrower or the Guarantors.

(u)  There are no actions, suits, proceedings or investigations of any kind
pending or to Borrower’s knowledge threatened against the Borrower or the General
Partner before any court, tribunal or administrative agency or board or any mediator or
arbitrator that, if adversely determined, would, either in any case or in the aggregate,
adversely affect the business, assets or financial condition of the Borrower or the General
Partner, or result in any liability not adequately covered by insurance, or for which
adequate reserves are not maintained on the balance sheet of the Borrower or the General
Partner, or which question the validity of this Loan Agreement or any of the other Loan
Documents or any of the General Partner Documents, any action taken or to be taken
pursuant hereto or thereto, or any lien or security interest created or intended to be
created pursuant hereto or thereto, or which will adversely affect the ability of the
Borrower or the General Partner to construct, equip, use and occupy the Project or to pay
and perform its obligations hereunder in the manner contemplated by this Loan
Agreement, any of the other Loan Documents or any of the General Partner Documents.

(v) Al utility services necessary and sufficient for the construction, equipping
and operation of the Project shall be, upon Completion of the Project, and thereafter will
at all times be, available through dedicated public rights of way or through perpetual
private easements with respect to the Borrower’s interest in which the Mortgage creates a
valid and enforceable first priority mortgage lien. The Borrower has obtained, or
promptly will obtain, all utility installations and connections required for the operation
and servicing of the Project for its intended purposes.

(w)  The rights of way for all roads necessary for the full utilization of the
Project for its intended purposes have either been acquired by the appropriate
Governmental Authority or will have been dedicated to public use and accepted by such
Governmental Authority as of the Completion Date. All such roads shall have been
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completed by the Completion Date, and the right to use all such roads, or suitable
substitute rights of way approved by the initial Servicer, shall be maintained thereafier at
all times for the Project. All curb cuts, driveways and traffic signals shown on the Plans
and Specifications are existing or have been fully approved by the appropriate
Governmental Authority and after the completion thereof, shall be maintained at all times
for the Project.

(x)  The construction, equipping, use and occupancy of the Project will at
times comply with all Legal Requirements. The Borrower will give all notices to, and
take all other actions with respect to, such Governmental Authorities as may be required
under applicable Legal Requirements to construct and equip the Improvements and to
use, occupy and operate the Project.

(y)  All Project Approvals obtained by the Borrower have been validly issued
and are in full force and effect. The Borrower has no reason to believe that any of the
Project Approvals required for construction and equipping of the Project in accordance
with the Plans and Specifications and not heretofore obtained by the Borrower will not be
obtained by the Borrower in the ordinary course in order to permit completion of
construction and equipping of the Project in accordance with the Plans and Specifications
on or before the Completion Date. The Borrower will timely obtain all Project Approvals
not heretofore obtained by the Borrower (including those required for use and occupancy
of the Project for its intended purpose upon Completion and any other Project Approvals
which may hereafter become required, necessary or desirable) and will furnish the
Servicer with evidence that the Borrower has obtained such Project Approvals promptly
upon their receipt. The Borrower will duly perform and comply with all of the terms and
conditions of all Project Approvals obtained at any time. No Project Approvals will
terminate, or become void or voidable or terminable, upon any sale, transfer or other
disposition of the Project, including any transfer pursuant to foreclosure, deed in lieu of
foreclosure or exercise of power of sale under the Mortgage.

(z)  The Borrower has furnished the Bank with true and complete sets of the
Plans and Specifications. The Plans and Specifications so furnished to the initial Servicer
comply with all Legal Requirements, all Project Approvals, and all restrictions, covenants
and easements affecting the Project, and have been approved by such Governmental
Authority as is required for construction and equipping of the Improvements.

(aa) The Development Budget accurately reflects all estimated Project Costs as
of the Closing Date.

(bb) No part of the Land is located in an area identified by the Federal
Emergency Management Agency as an area having special flood hazard or to the extent
any part of the Land is an area identified as an area having special flood hazard, adequate
flood insurance has been obtained by the Borrower.

(cc) The Borrower is not in default or violation of any order, writ, injunction,
decree or demand of any Governmental Authority, the violation of which might
materially adversely affect the financial condition or business of the Borrower. There has
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not been committed by the Borrower any act or omission affording any Governmental
Authority the right of forfeiture as against the Project or any part thereof any moneys
paid in performance of the Borrower’s obligations under any Loan Document.

(dd) The Construction Contract and the Architect’s Contract are each in full
force and effect and each of the parties thereto are in full compliance with their respective
obligations thereunder. The work to be performed by the Contractor under the
Construction Contract is the work called for by the Plans and Specifications, and all work
required to complete the Improvements in accordance with the Plans and Specifications is
provided for under the Construction Contract.

(ee) Each Requisition submitted by the Borrower shall contain an affirmation
that the foregoing representations and warranties remain true and correct as of the date
hereof. ‘ '

(ff)  The Related Persons are not (and to Borrower’s knowledge after diligent
inquiry, no other Person holding any legal or beneficial interest whatsoever in the Related
Persons, directly or indirectly, is included in, owned by, Controlled by, acting for or on
behalf of, providing assistance, support, sponsorship, or services of any kind to, or
otherwise associated with any of the Persons referred to or described in any list of
persons, entities, and governments issued by the Office of Foreign Assets Control of the
United States Department of the Treasury (“OFAC”) pursuant to Executive Order 13224
— Blocking Property and Prohibiting Transactions with Persons Who Commit, Threaten

to Commit, or Support Terrorism, as amended (“Executive Order 13224”), or any similar
list issued by OFAC or any other department or agency of the United States of America
(collectively, the “OFAC Lists™).

Section 2.3. Covenants by the Borrower. The Borrower hereby covenants and agrees
with the Issuer and the Trustee that, on and after the Closing Date, it will:

@) Give written notice promptly, and in any event at least sixty (60) days
prior to the closing thereof, of any intended refinancing of the Project to the Issuer, the
Trustee and the Servicer; ‘

(b)  Comply with all Legal Requirements and promptly furnish the Issuer, the
Trustee and the Servicer with reports of any official searches made by any Governmental
Authority and any claims of violations thereof;

(©) Upon reasonable notice and at reasonable times, permit the Servicer, the
Majority Owner, the Issuer and the Trustee (or their representatives) to enter upon the
Land and inspect the Project;

@ Subject to Section 8.12 hereof, indemnify the Issuer, the Trustee, the
Owners and the Servicer against claims of brokers arising by reason of the execution
hereof or the consummation of the transactions contemplated hereby;

(e) Deliver to the Servicer and the Issuer copies of all leases (other than leases
to residential tenants in the ordinary course of business in the form set forth in Exhibit D
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hereto) with respect to the Project or any portion thereof, whether executed before or
after the date of this Loan Agreement;

® Not enter into, cancel or amend any agreement for the furnishing of
management or similar services to the Project, without the prior written consent of the
Servicer and the Issuer, such consent not to be unreasonably withheld or delayed;

(g0  Comply with all restrictions, covenants and easements affecting the Land
or the Project;

(h)  Perform and satisfy all the duties and obligations of the Borrower set forth
and specified in the Indenture as duties and obligations of the Borrower, including those
duties and obligations which the Indenture requires this Loan Agreement or the other
Loan Documents to impose upon the Borrower; '

)] Confirm and assure that the Project, equipment, buildings, plans, offices,
apparatus, devices, books, contracts, records, documents and other papers relating thereto
shall at all times be maintained in reasonable condition for proper audit and shall be
subject to examination and inspection at reasonable times and upon reasonable notice by
the Issuer, the Trustee or the Servicer or the duly authorized agent of any of them and
shall keep copies of all written contracts or other instruments which affect the Project, all
or any of which shall be subject to inspection and examination by the Issuer, the Trustee,
the Servicer or the duly authorized agent of any of them;

() Promptly notify the Issuer, the Trustee and the Servicer in writing of any
(1) default by the Borrower in the performance or observance of any covenant, agreement, -
representation, warranty or obligation of the Borrower set forth in this Loan Agreement
or any other Loan Documents or (ii) any event or condition which with the lapse of time
or the giving of notice, or both would constitute an Event of Default under this Loan
Agreement or any other Loan Documents; and commence, pursue and complete
construction and equipping of the Improvements as provided herein and in the
Construction Disbursement Agreement;

(k)  Take, or require to be taken, such acts as may be required under applicable
law or regulation in order that the interest on the Bonds continues to be excludable from
gross income for purposes of federal income taxation, and refrain from taking any action
which would adversely affect the exclusion from gross income of interest on the Bonds
from federal income taxation; and

()] Pay all third-party fees of the financing, including but not limited to the
following:

6] All taxes and assessments of any type or character charged to the
Issuer or to the Trustee affecting the amount available to the Issuer or the Trustee
from payments to be received hereunder or in any way arising due to the
transactions contemplated hereby (including taxes and assessments assessed or
levied by any public agency or governmental authority of whatsoever character
having power to levy taxes or assessments) but excluding franchise taxes based
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upon the capital and/or income of the Trustee and taxes based upon or measured
by the net income of the Trustee; provided, however, that the Borrower shall have
the right to protest any such taxes or assessments and to require the Issuer or the
Trustee, at the Borrower’s expense, to protest and contest any such taxes or
assessments levied upon them and that the Borrower shall have the right to
withhold payment of any such taxes or assessments pending disposition of any
such protest or contest unless such withholding, protest or contest would
adversely affect the rights or interests of the Issuer or the Trustee;

(i)  All reasonable fees, charges and expenses of the Trustee and the
Servicer for services rendered under the Indenture and/or the Loan Agreement,
including, but not limited to, the Trustee Expenses, as and when the same become
due and payable;

(1i1)) The Annual City Fee (as defined in the Regulatory Agreement),
payable as set forth in Section 7(a) of the Regulatory Agreement, and the
reasonable fees and expenses of the Issuer or any agents, attorneys, accountants,
consultants selected by the Issuer to act on its behalf in connection with this Loan
Agreement, the Regulatory Agreement, the Bonds or the Indenture, including,
without limitation, any and all reasonable expenses incurred in connection with
the authorization, issuance, sale and delivery of the Bonds or in connection with
any litigation which may at any time be instituted involving this Loan Agreement,
the Regulatory Agreement, the other Issuer Documents, the Bonds or the.
Indenture or any of the other documents contemplated thereby, or in connection
with the reasonable supervision or inspection of the Borrower, its properties,
assets or operations or otherwise in connection with the administration of the
foregoing.

These obligations and those in Section 5.19 shall remain valid and in effect
notwithstanding repayment of the Loan hereunder or termination of this Loan Agreement.

The Borrower acknowledges that, to the extent that regulations of the Comptroller of the
Currency or any other applicable regulatory agency require granting the Borrower the right to
receive brokerage confirmations of securities transactions as they occur, the Borrower
specifically waives the right to receive such confirmations.
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ARTICLE I

LOAN AND PROVISIONS FOR REPAYMENT
Section 3.1. Issuance of Bonds and Delivery of Note and other Loan Documents.

(@  In order to finance a portion of the costs of the construction and equipping of the
Project, the Issuer has, consistent with its duties and purpose under the Act, issued and caused
the Trustee to authenticate and deliver the Bonds pursuant to the Indenture to the initial Owner.
Each series of Bonds bears interest and is payable as provided therein and in the Indenture. Each
series of Bonds shall mature and all Outstanding principal of, Prepayment Equalization
Payments, interest and Additional Interest (if any) on such series of Bonds shall be due and
payable in full on the Maturity Date applicable to such series of Bonds, all as provided more
fully in the Bonds and the Indenture.

(b)  The Issuer agrees to lend the proceeds received from the sale of the Bonds to the
Borrower, by causing such amounts to be deposited directly into the Project Fund, subject to the
terms and conditions of the Indenture and this Loan Agreement, including the terms and
conditions thereof and hereof governing the disbursement of proceeds of the Loan.

() Pursuant to the Indenture, the Trustee shall make disbursements from the Project
Fund created pursuant to the Indenture to pay or to reimburse the Borrower for costs of the
construction and equipping of the Project, subject to the conditions of the Indenture and this
Loan Agreement. Upon receipt of a properly signed Requisition approved by the Servicer
(which approval of the Servicer is expressly subject to the satisfaction of the conditions
precedent set forth in the Construction Disbursement Agreement), the Trustee is authorized to act
upon such Requisition without further inquiry, and, except for negligence after notice of facts to
the contrary or willful misconduct of the Trustee, the Borrower shall hold the Trustee harmless
against any and all losses, claims or liabilities incurred in connection with the Trustee’s making
disbursements from the Project Fund in accordance with such Requisition. Neither the Trustee
nor the Issuer shall be responsible for the application by the Borrower of moneys properly
disbursed from the Project Fund.

(d Concurrently with the sale and delivery of the Bonds, and to evidence further the
obligation to repay the Loan in accordance with the provisions of this Loan Agreement, the
Borrower has executed and delivered the Note and the other Loan Documents.

Section 3.2. Loan Repayments and Other Amounts.

(@ The Borrower shall pay to the Trustee, for deposit into the Revenue Fund, on the
first day of each month commencing | | an amount equal to the sum of (i) the interest due
on the Bonds on said date (after taking into account funds available for such purpose, if any, in
the Capitalized Interest Account of the Project Fund), plus (ii) the principal due on the Bonds on
said date, plus (iii) amounts required to be deposited into the Replacement Reserve Fund
(pursuant to Section 5.22 hereof and Sections 5.05 and 5.07 of the Indenture) and the Tax and
Insurance Fund (pursuant to Section 5.22 hereof and Sections 5.06 and 5.07 of the Indenture) as
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of such date. Amounts so paid to the Trustee by the Borrower shall be in immediately available
funds or shall be such that on the Bond Payment Date they are available funds.

(b)  The Borrower understands that the interest rate applicable under the Note and
with respect to the Bonds is based upon the assumption that interest income paid on the Bonds
will be excludable from the gross income of the Owners under Section 103 of the Code and
applicable state law. In the event that an Initial Notification of Taxability shall occur, then the
interest rate on the Note and the Bonds, and on all obligations under this Loan Agreement (other
than those to which the Alternative Rate applies) shall, effective on the date of such Initial
Notification of Taxability, be increased to a rate equal to the Taxable Rate. The Borrower shall,
in addition, pay to the Trustee, for deposit into the Revenue Fund, promptly upon demand from
the Trustee or the Servicer, an amount equal to the Additional Interest payable on the Bonds.
The Borrower shall also indemnify, defend and hold the Owners harmless from any penalties,
interest expense or other costs, including reasonable attorneys’ fees (including all reasonably
allocated time and charges of Owners’ and Trustee’s “in-house” and “outside” counsel) and
accountants’ costs, resulting from any dispute with the Internal Revenue Service concerning the
proper tax treatment of the Bonds and any interest payable to any Owner with respect to the

"Bonds. The obligations of the Borrower under this Section 3.2(b) shall survive termination of
this Loan Agreement and the Note and repayment of the Loan. If, following any increase in
interest rates pursuant to this Section 3.2(b), a final determination is made, to the satisfaction of
the Owners, that interest paid on the Bonds is excludable from the Owners’ gross income under
Section 103 of the Code and applicable state law, the Owners shall promptly refund to the
Borrower any Additional Interest and other additional amounts paid by the Borrower pursuant to
this Section 3.2(b).

(©) The Borrower agrees to pay the Trustee Fee and Trustee Expenses to the Trustee
and agrees to pay the Issuer’s Fees to the Issuer. The Borrower also agrees to pay all fees,
charges and expenses of the Trustee and the Issuer, respectively (including, without limitation,
the actually incurred fees and expenses of counsel to the Issuer, Bond Counsel and counsel to the
Trustee), as and when the same become due. The Borrower also agrees to pay the printing and
engraving costs of the Bonds, including any certificates required to be prepared for use in
connection with any exchanges of Bonds for the cost of which Owners are not liable. The
Borrower also agrees to pay the Loan Fee to Bank on or before the Closing Date, to pay the fees
of the Majority Owner and the Servicer, and to pay all reasonable costs and expenses incurred by
the Majority Owner and the Servicer in connection with the administration of the Bonds, the
Loan or the collateral therefor, and any amendments, modifications or “workouts” thereof,
including without limitation reasonable attorneys’ fees and costs (including allocated costs of in-
house attorneys), fees and costs of engineers, accountants, appraisers and other consultants, title
insurance premiums and recording costs upon receipt of written demand therefor.

(@  The Borrower agrees to pay all Costs of Issuance (in addition to those Costs of
Issuance otherwise required to be paid by this Section 3.2).

(e) The Borrower agrees to pay any Prepayment Equalization Payments at the times
and in the amounts the same become payable pursuant to the Indenture.
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® The Borrower agrees to pay, as and when the same become due, to the Issuer, the
Servicer or the Trustee any extraordinary expenses, including, without limitation, any costs of
litigation, which may be incurred by the Issuer, the Servicer or the Trustee in connection with
- this Loan Agreement or the Indenture, including the actually incurred costs and fees of any
attorneys or other experts retained by the Issuer, the Servicer or the Trustee in connection
therewith.

(g)  The Borrower agrees to repay the Loan at the times and in the amounts necessary
fo enable the Trustee, on behalf of the Issuer, to pay all amounts payable with respect to the
Bonds, when due, whether at maturity or upon redemption, acceleration, tender, purchase or
otherwise.

Section 3.3. Payments Pledged and Assigned. It is understood and agreed that the
Loan Documents and certain other documents and property and all payments required to be made
by the Borrower pursuant hereto (except payments to be made to the Issuer in respect of its
Reserved Rights and payments to be made to the Servicer and the Trustee pursuant to
Section 3.2(b) hereof) have been assigned to the Trustee simultaneously herewith pursuant to the
Indenture as and for security for the Bonds. The Borrower hereby consents 1o such assignment
and recognizes the Trustee as the assignee of the Issuer, to the extent of the assignment, for
purposes of said documents and property.

Section 3.4. Obligations of Borrower Hereunder Unconditional. The obligations of
the Borrower to make any payments required by the terms of this Loan Agreement and the other
Loan Documents, including, without limitation, the payments required in Section 3.2 hereof, and
to perform and observe the other agreements on its part contained herein and in the other Loan
Documents shall be absolute and unconditional and shall not be subject to any defense (other
than payment) or any right of set off, counterclaim, abatement or otherwise and, until such time
as the principal of and interest on the Bonds shall have been fully paid or provision for the
payment thereof shall have been made in accordance with the Indenture. The Borrower (i) will
not suspend or discontinue, or permit the suspension or discontinuance of, any payments
provided for herein or in the other Loan Documents, (ii) will perform and observe all of its other
agreements contained herein and the other Loan Documents and (iii) will not suspend the
performance of its obligations hereunder and under the other Loan Documents for any cause
including, without limiting the generality of the foregoing, failure to complete construction and
equipping of the Project, any acts or circumstances that may constitute failure of consideration,
failure of or a defect of title to the Project or any part thereof, eviction or constructive eviction,
destruction of or damage to the Project, commercial frustration of purpose, any change in the tax
or other laws or administrative rulings of or administrative actions by the United States of
America or the State or any political subdivision of either, or any failure of the Issuer to perform
and observe any agreement, whether express or implied, or any duty, liability or obligation
arising out of or connected with this Loan Agreement or the other Loan Documents. The
Borrower may, at its own cost and expense and in its own name or in the name of the Issuer
(provided the Issuer is a necessary party and consents thereto), prosecute or defend any action or
proceeding or take any other action involving third persons which the Borrower deems
reasonably necessary in order to secure or protect its rights hereunder, and in such event the
Issuer, subject to the provisions of the Indenture, hereby agrees to cooperate fully with the
Borrower and to take all action (at the Borrower’s cost and expense) necessary to effect the
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substitution of the Borrower for the Issuer in any such action or proceeding if the Borrower shall
so request.
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ARTICLE IV

ADVANCES

Section 4.1. Requisition. At such time as the Borrower shall desire to obtain an
advance from the Loan Account, the Insurance and Condemnation Proceeds Account, or, the
Equity Account of the Project Fund, the Borrower shall complete, execute and deliver a
Requisition to the Servicer. Each Requisition shall be signed on behalf of the Borrower and shall
be in the form attached as Exhibit I to the Construction Disbursement Agreement. The Trustee
may rely conclusively on the statements and certifications contained in any Requisition. The
Borrower shall not submit any Requisition directly to the Trustee. Each advance from the Loan
Account, the Insurance and Condemnation Proceeds Account, or the Equity Account of the
Project Fund by the Trustee shall be subject to prior approval of the Requisition by the Servicer.
Upon approval, the Servicer shall forward each Requisition to the Trustee for payment.
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ARTICLE V

TAX COVENANTS; INDEMNIFICATION

Section 5.1. Commencement and Completion of Project. The Borrower will
commence construction and equipping of the Improvements within thirty (30) days after the
Closing Date, will diligently pursue construction and equipping of the Improvements, will attain
Completion prior to the Completion Date, and will pay all sums and perform all such acts as may
be necessary or appropriate to complete such construction and equipping, all as more fully set
forth in the Construction Disbursement Agreement.

Section 5.2. Records and Accounts. The Borrower will (a) keep true and accurate
records and books of account in which full, true and correct entries will be made in accordance
with Generally Accepted Accounting Principles, which records and books will not be maintained
. on a consolidated basis with those of any other Person, including any Affiliate of the Borrower
and (b) maintain adequate accounts and reserves for all taxes (including income taxes),
depreciation and amortization of its properties, contingencies, and other reserves, all of which
accounts shall not be commingled with accounts of any other Person, including any or Affiliate
of the Borrower.

Section 5.3. Financial Statements and Information. The Borrower will deliver, or
cause to be delivered to the Issuer, the Trustee and the Servicer:

@ as soon as available, but in any event not later than one hundred and eighty (180)
days after the end of each fiscal year of the Borrower, beginning for the year ended December
31, 2010, the audited balance sheet of the Borrower at the efid of such year, and the related
audited statement of income, statement of retained earnings, changes in capital, and statement of
cash flows for such year, and a statement of all contingent liabilities of the Borrower which are
not reflected in such financial statements or referred to in the notes thereto, each setting forth in
comparative form the figures for the previous fiscal year and all such statements to be in
reasonable detail, prepared in accordance with Generally Accepted Accounting Principles, and
accompanied by an auditor's report prepared without qualification by the Accountant;

(b)  as soon as available, but in any event not later than one hundred and eighty (180)
days after the end of each fiscal year of the General Partner prior to the Completion Date and no
later than one hundred twenty (120) days after the end of each fiscal year of the General Partner
after the Completion Date, beginning for the year ended December 31, 2010, the balance sheet of
the General Partner at the end of such year, and the related audited statement of income,
statement of retained earnings, changes in capital, and statement of cash flows for such year, and
a statement of all contingent liabilities of the General Partner which are not reflected in such
financial statements or referred to in the notes thereto, each setting forth in comparative form the
figures for the previous fiscal year and all such statements to be in reasonable detail, reviewed by
Accountant and prepared in accordance with Generally Accepted Accounting Principles or such
other method as reasonably approved by Servicer;

(c)  as soon as available, but in any event not later than one hundred and eighty (180)
days afier the end of each fiscal year of the Guarantor prior to the Completion Date and no later
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than one hundred twenty (120) days after the end of each fiscal year of the Guarantor afier the
Completion Date, beginning for the year ended December 31, 2009, the audited balance sheet of
the Guarantor at the end of such year, and the related statement of income, statement of retained
earnings, changes in capital, and statement of cash flows for such year, and a statement of all
contingent liabilities of the Guarantor which are not reflected in such financial statements or
referred to in the notes thereto, each setting forth in comparative form the figures for the
previous fiscal year and all such statements to be in reasonable detail, reviewed by Accountant
and prepared in accordance with Generally Accepted Accounting Principles or such other
method as reasonably approved by Servicer;

(¢)) within fifteen (15) days after the end of each calendar month, commencing with
the month in which the construction of the Project is substantially complete and continuing until
the month in which Stabilization occurs, (i) a current rent roll and schedule of aging lease
receivables as of the end of such month, in form and level of detail reasonably acceptable to the
Servicer, detailing, with respect to each lease, the tenant's name, the lease date, the premises
demised, the term, the rent, the security deposit and any rent paid more than one month in
advance, (ii) a leasing report setting forth the Borrower’s efforts to market and lease the then
unleased space in the Improvements and the results of such efforts, accompanied by a certificate
of the Borrower in the form attached hereto as Exhibit F, and (iii) an operating report for the
Project for such month, in form and level of detail reasonably acceptable to the Servicer, together
with a certification by the chief financial officer that the information in all of the items required
pursuant to this Section 5.3(d) is true and correct;

(e) within twenty (20) days after the end of each calendar quarter, commencing with
the quarter in which Stabilization occurs, (i) a current rent roll and schedule of aging lease
receivables as of the end of such quarter, in form and level of detail reasonably acceptable to the
Servicer, detailing, with respect to each lease, the tenant's name, the lease date, the premises
demised, the term, the rent, the security deposit and any rent paid more than one month in
advance, (ii) a leasing report setting forth the Borrower's efforts to market and lease the then
unleased space in the Improvements and the results of such efforts, accompanied by a certificate
of the Borrower in the form attached hereto as Exhibit F, and (iii) an operating report for the
Project for such quarter, in form and level of detail reasonably acceptable to the Servicer,
together with a certification by the chief financial officer that the information in a]l of the items
required pursuant to this Section 5.3(e) is true and correct; '

(®) ° quarterly, on the first day of each calendar quarter beginning With the quarter in
which the Project achieves Completion and ending in the quarter in which the Project achieves
Stabilization, a certificate in the form set forth in Exhibit G hereto;

(g)  on or before December 1 of each year, a copy of the Proposed Budget, and on or
before January 30 of each year, a copy of the Approved Budget; and

() from time to time such other financial data and information related to the
Borrower, the General Partner and the Project as the Issuer, the Trustee or the Servicer may
reasonably request.

Section 5.4. Imsurance.
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(a) The Borrower will obtain and maintain insurance with respect to the Project and
the operations of the Borrower as required from time to time by the Servicer for projects of
similar building type and use that are located in the same geographic area and have the same
casualty rules. The initial insurance requirements are set forth on Exhibit E hereto. All renewal
policies, with premiums paid, shall be delivered to the Servicer at least thirty (30) days before
expiration of the existing policies. If any such insurance shall expire or be canceled, or become
void or voidable by reason of the breach of any condition of coverage, or if the Servicer
determines that any coverage is unsatisfactory by reason of the failure or impairment of the
capital of any insurance carrier, or if any insurance is unsatisfactory to the Servicer, in its sole
judgment, the Borrower shall promptly place new insurance satisfactory to the Servicer.

(b) The Borrower will provide the Trustee and the Servicer with certificates
evidencing such insurance upon the request of the Servicer.

() If the Borrower fails to provide, maintain, keep in force or deliver to the Servicer
the policies of insurance and certificates required by this Loan Agreement, the Servicer may (but
shall have no obligation to) procure such insurance, and the Borrower will pay all premjums
thereon promptly on demand by the Servicer, and until such payment is made by the Borrower,
the amount of all such premiums shall bear interest at the Alternative Rate.

Section 5.5. Liens and Other Charges. The Borrower will duly pay and discharge,
cause to be paid and discharged, or provide a bond satisfactory to the Servicer to pay or
discharge, before the same shall become overdue all claims for labor, materials, or supplies that
if unpaid might by law become a lien or charge upon any of its property.

Section 5.6. Imspection of Project and Books, Appraisals.

(a) The Borrower shall permit the Issuer, the Trustee and the Servicer upon
reasonable notice at reasonable times, at the Borrower's cost and expense, to visit and inspect the
Project and all materials to be used in the construction and equipping thereof and will cooperate
with the Issuer, the Trustee and the Servicer during such inspections (including making available
working drawings of the Plans and Specifications); provided that this provision shall not be
deemed to impose on the Issuer, the Trustee, and the Servicer any obligation to undertake such
inspections.

(b) The Borrower shall permit the Issuer, the Trustee and the Servicer, upon
reasonable notice at reasonable times, at the Borrower's cost and expense, to examine the books
of account of the Borrower and the Project (and to make copies thereof and extracts therefrom)
and to discuss the affairs, finances and accounts of the Borrower and the Project with, and to be
advised as to the same by, its officers, partners, or trustees, all at such reasonable times and
intervals as the Issuer, the Trustee and the Servicer may reasonably request; provided that so
long as no Default or Event of Default shall have occurred and be continuing, the Borrower shall
only be obligated to pay the expenses associated with one (1) such investigation during any

. twelve (12) month period.

(©) The Issuer, the Trustee and the Servicer shall have the right to obtain from time to
time, at the Borrower's cost and expense, updated Appraisals of the Project from an appraiser
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selected by such party, which appraisals shall comply with all federal and state standards for
appraisals and otherwise shall be satisfactory to such party in all material respects; provided that
so long as no Default or Event of Default shall have occurred and be continuing, the Borrower
shall only be obligated to pay for the costs and expenses associated with one (1) such Appraisal
during any twelve (12) month period.

(d)  The costs and expenses incurred by the Issuer, the Trustee and the Servicer in
obtaining such Appraisals or performing such inspections shall be paid by the Borrower
promptly upon billing or request by the Issuer, the Trustee and the Servicer for reimbursement.

Section 5.7. Compliance with Laws, Contracts, Licenses, and Permits. The
Borrower will comply with (a) all Legal Requirements, (b) the provisions of its Organizational
Documents, (c) all applicable decrees, orders and judgments, and (d) all licenses and permits
required by applicable laws and regulations for the conduct of its business or the ownership, use
or operation of its properties, including all Project Approvals.

Section 5.8. Use of Proceeds. In accordance with the Development Budget, the
Borrower will use the proceeds of the Bonds solely for the purpose of paying for Qualified Costs
of the Project.

Section 5.9. Borrower to Pay Excess Project Costs. The Borrower will pay when
due all costs of construction and equipping of the Project in excess of the proceeds of the Bonds,
regardless of the amount. If at any time, the Servicer shall in its sole discretion determine that
the remaining undisbursed portion of the Project Fund and available proceeds of the Subordinate
Loans, together with the undisbursed balance of Required Equity Funds, and any other sums
previously deposited or to be deposited by the Borrower in connection with the Project, is or will
be insufficient to complete the construction and equipping of the Improvements in accordance
with the Plans and Specifications, to operate and carry the Project after Completion until
Stabilization, to pay all other Project Costs, to pay all interest accrued or to accrue on the Bonds
from and after the date hereof or until Stabilization, and to pay all other sums due or to become
due under the Loan Documents (or any budget category or line item), regardless of how such
condition may be caused, the Borrower will, within ten (10) days after written notice of such
determination from the Servicer, deposit with the Trustee such sums of money in cash as the
Servicer may require, in an amount sufficient to remedy the condition described in such notice,
and sufficient to pay any liens for labor and materials alleged to be due and payable at the time in
connection with the Improvements, and, at the Servicer's direction, no further disbursements
from the Project Fund shall be made by the Trustee until the provisions of this Section have been
fully complied with. The Servicer may direct the Trustee to enforce the Completion Agreement
in accordance with its terms, and upon such direction, the Trustee shall proceed to enforce the
Completion Agreement. All such deposited sums shall constitute additional security under the
Loan Documents and, prior to the occurrence of a Default, shall be disbursed by the Trustee in
the same manner as disbursements under the Indenture before any further disbursements from
the Project Fund shall be made by the Trustee. Notwithstanding the above, in the event amounts
deposited hereunder are actually in excess of the amount necessary to achieve Completion, such
excess amounts shall be returned to the Borrower in accordance with Section 5.03 of the
Indenture.
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Section 5.10. Laborers, Subcontractors and Materialmen. The Borrower will furnish
to the Issuer, the Trustee or the Servicer, upon reasonable request, and from time to time,
affidavits listing all laborers, subcontractors, materialmen, and any other Persons who might or
could claim statutory or common law liens and are furnishing or have furnished labor or material
to the Project or any part thereof, together with affidavits, or other evidence satisfactory to the
Issuer, the Trustee or the Servicer, showing that such parties have been paid all amounts then due
for labor and materials furnished to the Project. The Borrower will also furnish to the Issuer, the
Trustee, and the Servicer, at any time and from time to time upon reasonable request by the
Issuer, the Trustee, Servicer or the Servicer, lien waivers bearing a then current date and
prepared on a form satisfactory to the Issuer, the Trustee or the Servicer from the Contractor and
such subcontractors or materialman as the Issuer, the Trustee or the Servicer may designate.

Section 5.11. Further Assurance of Title. If at any time the Servicer has reason to
believe that any disbursement from the Project Fund is not secured or will or may not be secured
by the Mortgage as a first priority mortgage lien and security interest on the Secured Property,
then the Borrower shall, within ten (10) days after written notice from the Servicer, do all things
and matters necessary, to assure to the satisfaction of the Servicer that any disbursement from the
Project Fund previously made hereunder or to be made hereunder is secured or will be secured
by the Mortgage as a first priority mortgage lien and security interest on the Secured Property,

and the Servicer, at its option, may decline to approve any further Requisitions until the Servicer
 has received such assurance. Nothing in this Section shall limit the right of the Servicer, at the
Borrower's expense, to order searches of title from time to time and to require bringdowns or
endorsements extending the effective date of the Title Policy in connection with the making of
advances as herein set forth.

Section 5.12. Publicity. The Borrower will permit the Servicer to obtain publicity in
connection with the construction and equipping of the Improvements through press releases and

participation in such events as ground breaking and opening ceremonies and placement of signs
on the Land.

Section 5.13. Further Assurances.

(@ Regarding Construction. The Borrower will furnish or cause to be furnished to
the Issuer, the Trustee and the Servicer all instruments, documents, boundary surveys, footing or
foundation surveys, certificates, plans and specifications, title and other insurance, reports and
agreements and each and every other document and instrument required to be furnished by the
terms of this Loan Agreement or the other Loan Documents, all at the Borrower's expense.

(b)  Regarding Preservation of Collateral. The Borrower will execute and deliver to
. the Issuer, the Trustee and the Servicer such further documents, instruments, assignments and
other writings, and will do such other acts necessary or desirable, to preserve and protect the
collateral at any time securing or intended to secure the obligations of the Borrower under the
Loan Documents, as the Issuer, the Trustee and the Servicer may require.

(¢)  Regarding this Loan Agreement. The Borrower will cooperate with, and will do
such further acts and execute such further instruments and documents as the Issuer, the Trustee
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and the Servicer shall reasonably request to carry out to their satisfaction the transactions
contemplated by this Loan Agreement and the other Loan Documents.

(d) Bank of Account. The Borrower will utilize Bank as its principal bank of
account; including all construction disbursement, operating accounts, and reserve accounts.

Provided, however, that in no event will Borrower be required to execute and
deliver any additional documents or do such further acts that would have the effect of changing
the essential economic terms of the Loan or imposing upon the Borrower, General Partner or
Guarantor greater personal liability under the Loan Documents.

Section 5.14. Notices. The Borrower will promptly notify the Issuer, the Trustee and
the Servicer in writing of (i) the occurrence of any Default or Event of Default or event which,
with the giving of notice or the passage of time, or both, would constitute a Default or Event of
Default; (ii) the Borrower's receipt of notice from any Governmental Authority of any alleged
violation of environmental laws or regulations or other Legal Requirements; (iii) any labor
problems with respect to the Borrower or the Project; (iv) the occurrence of any other event
which would have a material adverse effect on the Project or the business or financial condition
of the Borrower; or (v) the receipt by the Borrower of any notice of default or notice of
termination with respect to any contract or agreement relating to the ownership, construction,
equipping, operation, or use of the Project.

Section 5.15. Solvency; Adequate Capital. The Borrower will:

(@  Remain solvent and pay all of its indebtedness from its assets as the same become
due; and

(b)  Maintain adequate capital for the normal obligations reasonably foreseeable for a
business of its size and character and in light of its contemplated business operations.

Section 5.16. Management Contract.

(a) At all times following Completion, the Project shall be managed pursuant to a
management contract with the Manager, which contract shall be terminable with or without
cause by the Borrower or its successors as owners of the Project and shall otherwise be in form
and substance satisfactory to the Servicer. The Borrower acknowledges that the Issuer, the
Trustee and the Servicer will rely on the Manager's experience in operating properties such as the
Project as a means of maintaining the value of the collateral. In connection with the approval of
the Manager, or any replacement management company:

® the Manager or holder of the stock or partnership interest therein,
shall be a Person whose character, financial strength, stability and experience is
acceptable to the Servicer and who shall have experience managing properties of
a type and size reasonably similar to the Project; and

(i)  the Manager shall deliver all organizational documentation and
other materials evidencing its experience acceptable to the Servicer.

OHS West:260709674.4 30
DRAFT — Contact the Office of the City Clerk at (408)535-1260 or CityClerk@sanjoseca.gov for final
document



) The Borrower shall, from time to time, obtain from the Manager such certificates
of estoppel with respect to compliance by the Borrower with the terms of the management
contract as may be requested by the Servicer, the Trustee and the Servicer.

(© The Project will be managed by the Manager pursuant to the Management
Agreement. The Borrower acknowledges and agrees that Trustee, as beneficiary under the
Mortgage, is and shall be a third-party beneficiary of the Management Agreement and any
replacement management agreement. Any material amendment to the Management Agreement
or delivery of a replacement management agreement must be approved in writing by the
Servicer.

Section 5.17. Negative Covenants of the Borrower. The Borrower covenants and
agrees that, so long as the Loan is outstanding: ‘

@ Restrictions on Easements and Covenants. Except for Permitted Encumbrances
and matters permitted by Section 5.17(d), the Borrower will not create or suffer to be created or
to exist any easement, right of way, restriction, covenant, condition, license or other right in
favor of any Person which affects or might affect title to the Project or the use and occupancy of
the Project or any part thereof without obtaining the prior written consent of the Servicer, which
shall not be unreasonably withheld or delayed so long as the proposed action is necessary for the
operation of the Project for the purposes contemplated hereby and the proposed action does not
materially impair the validity or priority of the lien of the Mortgage.

(b) No Amendments, Terminations or Waivers. Neither the Borrower nor the
General Partner shall amend, supplement terminate or otherwise modify or waive any provision
of its Organizational Documents in any material respect, the documents evidencing the
Subordinate Loans in any material respect without obtaining the prior written consent of the
Servicer.

(©) Restrictions on Indebtedness. Without obtaining the prior written consent of the
Servicer, the Bomrower will not create, incur, assume, guarantee or be or remain liable,
contingently or otherwise, with respect to any Indebtedness other than:

6)) Indebtedness arising under the Loan Documents;
(ii) Indebtedness arising in connection with the Subordinate Loans;

(iii)  current liabilities of the Borrower relating to the Project, incurred
in the ordinary course of business but not incurred through (A) the borrowing of
money, or (B) the obtaining of credit except for credit on an open account basis
customarily extended and in fact extended in connection with normal purchases of
goods and services; and

(iv) Indebtedness relating to the Project, in respect of taxes,
assessments, governmental charges or levies and claims for labor, materials and
supplies to the extent that payment therefor shall not at the time be required to be
made.
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(d)  Restrictions on Liens. The Borrower shall not subject the Project, or permit the
Project to be subjected to any Lien or encumbrance except as permitted pursuant to Article 6 of
the Mortgage and the Subordinate Loans.

(e) Transfers. The Borrower shall not transfer the Project or any interest in the
Project, in the Borrower or in any partner of the Borrower, or permit any such transfer, except (i)
as permitted pursuant to Article 6 of the Mortgage, or (i) as permitted pursuant to the
Construction Disbursement Agreement.

® Merger, Consolidation, Conversion and Disposition of Assets

@) The Borrower will not become a party to any merger or
consolidation, or agree to or effect any asset acquisition or stock acquisition.

(i)  The Borrower will not convert into any other type of entity.

(iii)  The Borrower will not seek the dissolution or winding up, in whole
or in part, of the Borrower or voluntarily file, or consent to the filing of, a petition
for bankruptcy, reorganization, assignment for the benefit of creditors or similar
proceedings.

(2 Sale and Leaseback. Except for the purchase option contained in the Purchase
Option and Right of First Refusal Agreement as attached to the Partnership Agreement, the
Borrower will not enter into any arrangement, directly or indirectly, whereby the Borrower shall
sell or transfer any property owned by it in order then or thereafter to lease such property or lease
other property that the Borrower intends to use for substantially the same purpose as the property
being sold or transferred. '

(b)  Preservation of Tax Exemption. The Borrower will not take any action that
would adversely affect the exclusion of interest on the Bonds from gross income for purposes of
federal income taxation, nor omit or fail to take any action required to maintain the exclusion of
interest on the Bonds from gross income for purposes of federal income taxation.

Section 5.18. Arbitrage and Tax Matters.

@ The Borrower hereby represents, warrants and agrees that all certifications and
representations of fact made by the Borrower in the Tax Certificate are true, accurate and
complete in all material respects of the date on which executed and delivered.

(b)  The Borrower covenants not to cause or direct any moneys on deposit in any fund
or account to be used in a manner which would cause the Bonds to be classified as “arbitrage
bonds” within the meaning of Section 148 of the Code, and the Borrower certifies and covenants
to and for the benefit of the Issuer and the Owners of the that so long as there are any Bonds
Outstanding, moneys on deposit in any fund or account in connection with the Bonds, whether
such moneys were derived from the proceeds of the sale of the Bonds or from any other sources,
will not be used in a manner which will cause the Bonds to be classified as “arbitrage bonds”
within the meaning of Section 148 of the Code. In furtherance of the foregoing, the Borrower
covenants fo comply with the terms and conditions of Tax Certificate and to pay when due any
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amount required to be paid to the United States in accordance with Tax Certificate and this Loan
Agreement. '

(c) At any time when any amount required to be paid under Section 148(f) of the
Code (the “Rebate Regulations™) is due, the Borrower shall pay to the United States on behalf of
the Issuer the full amount then required to be paid under the Rebate Regulations. Within sixty
(60) days after the Bonds have been paid in full, the Borrower shall pay to the United States on
behalf of the Issuer the full amount then required to be paid under the Rebate Regulations. Each
such payment shall be made to such location specified by the Internal Revenue Service,
accompanied by a Form 8038-T (or other appropriate information reporting form) prepared by
the Borrower. No later than fifteen (15) days prior to each date on which a payment could
become due under the Rebate Regulations (“Rebate Payment Date™), the Borrower shall deliver
to the Issuer and the Trustee a certificate of a Rebate Analyst either summarizing the
determination that no amount is required to be paid or specifying the amount then required to be
paid, if the certificate specifies an amount to be paid, (A) such certificate shall be accompanied
by a completed Form 8038-T, which is to be signed by an Authorized Representative of the
Issuer, and shall include a certification by the Borrower that the Form 8038-T is accurate and
complete, and (B) no later than ten (10) days after the Rebate Payment Date, the Borrower shall
furnish to the Issuer and the Trustee a certificate stateing that such amount has been timely paid.
This Section 5.18(c) shall be construed so as to cause compliance with the Rebate Regulations.
The Borrower covenants that all action taken under this Section 5.18(c) shall be taken in a
manner that complies with the Rebate Regulations and that it shall neither take any action nor
omit to take any action that would cause the Bonds to be “arbitrage bonds™ by reason of the
failure to comply with the Rebate Regulations. To the extent that any payment of rebatable
arbitrage or penalty in lieu of rebate is not timely made to the United States, the Borrower shall
pay to the United States on behalf of the Issuer any correction amount, interest, penalty or other
amount necessary to prevent the Bonds from becoming “arbitrage bonds™ within the meaning of
Section 148 of the Code. The Borrower covenants that, to the extent necessary, it shall obtain
the advice and assistance of a Rebate Analyst to aid it in complying with the Rebate Regulations.
In the event that any conflict exists between this Section 5.18 and the Tax Certificate, the terms
and provisions of the Tax Certificate shall control.

Section 5.19. Indemnification. To the fullest extent permitted by law, the Borrower
agrees to indemnify, hold harmless and defend the Issuer, the Servicer, the Trustee, and each of
their respective officers, governing members, directors, officials, employees, attorneys and
agents (each an “Indemnified Party”), against any and all losses, damages, claims, actions,
Liabilities, reasonable costs and expenses of any nature, kind or character (including, without
limitation, reasonable attorneys’ fees, litigation and court costs, amounts paid in settlement (to
the extent that the Borrower has consented to such settlement) and amounts paid to discharge
judgments) to which the Indemnified Parties, or any of them, may become subject under federal
or state securities laws or any other statutory law or at common law or otherwise, to the extent
arising out of or based upon or in any way relating to:

6] The Loan Documents and the Indenture or the execution or amendment
thereof or in connection with transactions contemplated thereby, including the issuance,
sale, transfer or resale of the Bonds;
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(i) Any act or omission of the Borrower or any of its agents, contractors,
servants, employees or licensees in connection with the Loan or the Project, the operation
of the Project, or the condition, environmental or otherwise, occupancy, use, possession,
conduct or management of work done in or about, or from the planning, design,
installation or construction of, the Project or any part thereof;

(iii)  Any lien (other than a Permitted Encumbrance) or charge upon payments
by the Borrower to the Trustee hereunder, or any taxes (including, without limitation, all
ad valorem taxes and sales taxes), assessments, impositions and other charges imposed on
the Issuer or the Trustee in respect of any portion of the Project;

(iv)  Any violation of any environmental law, rule or regulation with respect to,
or the release of any toxic substance from, the Project or any part thereof during the
period in which the Borrower is in possession or control of the Project;

(v)  The enforcement of, or any action taken by the Trustee or the Servicer
related to remedies under this Loan Agreement, the Indenture and the other Loan
Documents relating to the default by the Borrower;

(vi)  The defeasance and/or redemption, in whole or in part, of the Bonds;

(vil)) Any untrue statement or misleading statement or alleged untrue statement
or alleged misleading statement of a material fact by the Borrower contained in any
offering statement or document for the Bonds, the Indenture or any of the Loan
Documents to which the Borrower is a party, or any omission or alleged omission from
any offering statement or document for the Bonds of any material fact necessary to be
stated therein in order to make the statements made therein by the Borrower, in the light
of the circumstances under which they were made, not misleading;

(viil)) Any declaration of taxability of interest on the Bonds or allegations (or
regulatory inquiry) that interest on the Bonds, is taxable for federal income tax purposes;
and

(ix) The Trustee’s acceptance or administration of the trust of the Indenture, or
the Trustee’s exercise or performance of or failure to exercise or perform any of its
powers or duties thereunder or under any of the Loan Documents to which it is a party.

Notwithstanding the foregoing, (i) Borrower shall not be obligated to indemnify Servicer or
Trustee with respect to the consequences of any act of gross negligence or willful misconduct by
Servicer or Trustee, as applicable, and (ii) Borrower shall not be obligated to indemnify the
Issuer or any related Indemnified Party with respect to liabilities arising from the bad faith, fraud
or willful misconduct of such Indemnified Party.

In the event that any action or proceeding is brought against any Indemnified Party with
respect to which indemnity may be sought hereunder, the Borrower, upon written notice from the
Indemnified Party (which notice shall be timely given so as not to materially impair the
Borrower’s right to defend), shall assume the investigation and defense thereof, including the
employment of counsel reasonably approved by the Indemnified Party, and shall assume the
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payment of all expenses related thereto, with full power to litigate, compromise or settle the
same in its sole discretion; provided that the Indemnified Party shall have the right to review and
approve or disapprove any such compromise or settlement, which approval shall not be
unreasonably withheld or delayed. FEach Indemnified Party shall have the right to employ
separate counsel in any such action or proceeding and to participate in the investigation and
defense thereof; provided however the Issuer have the absolute right to employ separate counsel
at the expense of the Borrower. The Borrower shall pay the reasonable fees and expenses of
such separate counsel; provided, however, that such Indemnified Party other than the Issuer may
only employ separate counsel at the expense of the Borrower if and only if in such Indemnified
Party’s good faith judgment (based on the advice of counsel) a conflict of interest exists or could
arise by reason of common representation except that the Borrower shall always pay the fees and
expenses of the Issuer’s separate counsel.

Notwithstanding any transfer of the Project to another owner in accordance with the
provisions of this Loan Agreement or the Regulatory Agreement, the Borrower shall remain
obligated to indemnify each Indemnified Party pursuant to this Section 5.19 if such subsequent
owner fails to indemnify any party entitled to be indemnified hereunder, unless the Issuer, the
Trustee and the Servicer have consented to such transfer and to the assignment of the rights and
obligations of the Borrower hereunder.

The rights of any persons to indemnity hereunder and rights to payment of fees and
reimbursement of expenses hereunder shall survive the final payment or defeasance of the Bonds
and in the case of the Trustee any resignation or removal. The provisions of this Section shall
survive the termination of this Loan Agreement.

Nothing in this Section 5.19 shall in any way limit the Borrower’s indemnification and
other payment obligations set forth in the Regulatory Agreement. In the event that any conflict
exists between this Section 5.19 and the Regulatory Agreement, the terms of the Regulatory
Agreement shall control.

Notwithstanding the foregoing, following Stabilization, neither Borrower nor any of ifs
partners shall be personally liable for any indemnification obligation hereunder which would
result in the repayment of principal or interest under the Loan.

Section 5.20. Agreements Between Borrower and its Affiliates. The Borrower shall
not enter into any agreement, written or otherwise, directly or indirectly relating to the Project
with an Affiliate of the Borrower without the prior written consent of the Servicer.

Section 5.21. Sale of Bonds and Securitization.

(a) At the request of the Servicer, the Borrower shall take such actions and execute
and deliver such documents and data as may be reasonably necessary or appropriate in
connection with the sale of the Bonds or participation therein or any securitization (such sale
and/or securitization, the "Securitization") of single or multi-class securities (the "Securities")
secured by or evidencing ownership interests in the Bonds. Without limiting the generality of
the foregoing, the Borrower shall: ,
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() provide financial and other information with respect to the Project, the
Borrower, the General Partners, the Investor Limited Partner, the manager and any
tenants of the Project and provide business plans and budgets relating to the Project;

(ii) perform or permit or cause to be performed or permitted such site
inspection, appraisals, market studies, environmental reviews and reports (Phase I and, if
appropriate, Phase II), engineering reports and other due diligence investigations of the
Project, as may be reasonably requested by the Servicer or the Rating Agencies or as may
be necessary or appropriate in connection with the Securitization (the items provided to
the Servicer pursuant to this paragraph (a) being called the "Provided Information"),
together, if customary, with appropriate verification of and/or consents to the Provided
Information through letters of auditors or opinions of counsel of independent attorneys
acceptable to the Servicer and the Rating Agencies;

(iii) cause counsel to render opinions as to non-consolidation, fraudulent
conveyance, true sale and true contribution and any other opinion customary in
securitization transactions with respect to the Project, the Borrower and its Affiliates,
which counsel and opinions shall be satisfactory to the Servicer and the Rating Agencies;

(iv)  make such representations and warranties as of the closing date of the
Securitization with respect to the Project, the Borrower and the Loan Documents as are
customarily provided in securitization transactions and as may be reasonably requested
by the Servicer or the Rating Agencies and consistent with the facts covered by such
representations and warranties as they exist on the date thereof, including the
representations and warranties made in the Loan Documents;

(v)  provide current certificates of existence with respect to the Borrower from
appropriate Governmental Authorities; and

(vi)  execute such amendments to the Loan Documents and the Organizational
Documents of the Borrower as may be requested by the Servicer or the Rating Agencies
or otherwise to effect the Securitization.

(b)  All reasonable third party costs and expenses incurred by the Borrower in
connection with the Borrower's complying with requests made under this Section 5.21 shall
promptly be paid or caused to be paid by the Servicer. The Borrower shall not be liable for third
party costs or expenses incurred by the Servicer in connection with the Securitization.

(c) The Borrower understands that certain of the Provided Information may be
included in disclosure documents in connection with the Securitization, including a prospectus or
private placement memorandum (each, a "Disclosure Document") and may also be included in
filings with the Securities and Exchange Commission pursuant to the Securities Act of 1933, as
amended (the "Securities Act"), or the Securities and Exchange Act of 1934, as amended (the
"Exchange Act"), or provided or made available to investors or prospective investors in the
Securities, the Rating Agencies, and service providers relating to the Securitization. In the event
that the Disclosure Document is required to be revised prior to the sale of all Securities, the
Borrower shall cooperate with the Servicer in updating the Provided Information for inclusion or
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summary in the Disclosure Document by providing all current information pertaining to the
Borrower and the Project necessary to keep the Disclosure Document accurate and complete in
all material respects with respect to such matters.

(d) In connection with a preliminary and a final private placement memorandum or
prospectus, as applicable, the Borrower agrees if requested by the Servicer, to certify in writing
that the Borrower has carefully examined those portions of such memorandum or prospectus, as
applicable, pertaining to the Borrower and the Project and such sections (and any other sections
reasonably requested and pertaining to Borrower and the Project) do not contain any untrue
statement of a material fact or omit to state a material fact necessary in order to make the
statement made, in the light of the circumstances under which they were made, not misleading.

(e) The Borrower's liability under this Section 5.21 shall be limited to liabilities
arising out of or based upon any such material untrue statement or omission made with
knowledge thereof and made therein in reliance upon and in conformity with information
furnished to the Servicer by the Borrower or its agents in connection with the preparation of
those portions of the Disclosure Document pertaining to the Borrower or the Project or in
connection with the underwriting of the debt, including financial statements of the Borrower,
operating statements, rent rolls, environmental site assessment reports and property condition
reports with respect to the Project.

Section 5.22. Funds. The Borrower acknowledges the creation of the Replacement
Reserve Fund and the Tax and Insurance Fund pursuant to the Indenture. The Replacement
Reserve Fund and the Tax and Insurance Fund shall be funded, and moneys therein shall be
disbursed, in accordance with the provisions of the Indenture and this Section 5.22.

(@ On or before December 1, 2010 and on or before each December 1 thereafter, the
Borrower shall submit to the Servicer for approval the Proposed Budget to be effective for the
next following year. The Servicer shall have the right to approve or disapprove any Proposed
Budget or any line-item contained in such Proposed Budget. If any Proposed Budget is not
approved by the Servicer within thirty (30) days following submission by the Borrower, such
Proposed Budget shall be deemed disapproved. If any line-item or Proposed Budget is
disapproved, the Borrower shall thereafter consult for an additional thirty (30) days with the
Servicer in an effort to achieve mutually acceptable Approved Budget. To the extent that the
Proposed Budget is disapproved, the Approved Budget for the previous year shall remain in
effect, increased by 5% over the previous year (except for costs of utilities, real estate taxes and
assessments and insurance and other third-party costs or cost associated with remediation of
emergency conditions which shall be permitted variances to the Proposed Budget) until the
parties resolve their differences. In addition to, and not in limitation of the foregoing, each
Approved Budget may be revised from time to time with prior written consent of the Servicer to
reflect changes to items set forth in the then-current Approved Budget.

(b)  Each Proposed Budget:

@) shall be prepared on the basis of sound accounting practices consistently
applied;
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(i1)  shall reflect the projected gross revenues and operating expenses regarding
the Project;

(iii) shall reflect all projected Capital Expenditures which are reasonably
expected to be made in connection with the Project during the year covered by such
Proposed Budget; and

(iv)  shall contain such other information as reasonablyv may be requested by
the Servicer.

(©) On each Interest Payment Date beginning with the first month afier the Project
achieves Completion, the Borrower shall deposit an amount equal to 1/12 of the Unit Reserve
Amount in the Replacement Reserve Fund.

| (d)  Except as otherwise provided in this Section, before the Servicer shall authorize
the disbursement of any amounts from the Replacement Reserve Fund, the Borrower shall
submit the following items to the Servicer for its review and approval:

) a requisition from the Borrower stating that no Event of Default exists and
requesting the Servicer to approve a disbursement;

(i1) the identity of all general contractors, architects, engineers and other
professionals, if any, engaged in connection with the proposed capital expenditures along
with copies of the contracts entered into between the Borrower and such entities;

(1))  copies of the plans and specifications for the work to be done, if required
or produced in connection with the work contemplated,;

(iv)  if requested by the Servicer, evidence of compliance with all applicable
Legal Requirements;

(v)  if requested by the Servicer in connection with construction work in
excess of $50,000, evidence of builders' risk insurance along with workers' compensation
and public liability insurance in such amounts and in such form as the Servicer may
reasonably require;

(vi)  if requested by the Servicer in connection with construction work in
excess of $50,000, evidence that the Consulting Engineer shall have inspected and
approved of the work performed to date;

(vii)) copies of bills or invoices documenting the proposed expenditure (with
paid receipts or other evidence of payment for such Capital Expenditures to be provided
to the Servicer before the next requested requisition and in any event within ten (10) days
of disbursement to the Borrower of the requested payment); and

(viii) evidence that the general contractor has delivered and filed effective
mechanics lien waivers prior to the commencement of work or, if such waivers were not
delivered and filed, a release of liens in connection with all work performed, which
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releases may be conditioned upon payment to the general contractor provided that the
general contractor delivers unconditional releases within thirty (30) days of receipt of
such payment.

(e) Provided the conditions set forth in Section 5.22(d) have been satisfied (or waived
in writing by the Servicer), the Servicer shall authorize the disbursement from the Replacement
Reserve Fund of the amount requested by the Borrower in its requisition, or such lesser amount
approved by the Consulting Engineer, to the Borrower. It shall be a condition to all withdrawals
from the Replacement Reserve Fund that (i) all work shall be performed in a good and
workmanlike manner and in compliance with all applicable Legal Requirements, (ii) the Servicer
shall have reviewed and approved each of the foregoing requirements, (iii) the work to be
performed is consistent with the Approved Budget or the recommendations of the Consulting
Engineer, and (iv) sufficient amounts are on deposit in the Replacement Reserve Fund to pay the
amount requisitioned.

® For any single Capital Expenditure (not part of, or related to, a sequence or a
series of Capital Expenditures or a particular capital improvement plan or project) costing less
than Ten Thousand Dollars ($10,000.00) and whether or not described in the Approved Budget,
the Borrower, upon completion of the work, shall deliver to the Servicer evidence reasonably
satisfactory to the Servicer of such completion and shall deliver to the Servicer invoices for such
work, and, for all of such subsequent disbursements from the Replacement Reserve Fund, the
Borrower shall deliver evidence of payment in full for all invoices pertaining to the previous
disbursement from the Replacement Reserve Fund, whereupon the Servicer shall authorize
reimbursement of the cost of the Capital Expenditure from the Replacement Reserve Fund to the
Borrower or, at the Servicer's option, to the contractors to whom such funds are owed.

(g)  For any Capital Expenditure (not part of or related to a sequence or series of
Capital Expenditures) costing Ten Thousand Dollars ($10,000.00) or more which is to be paid
from the Replacement Reserve Fund, before entering into any contracts in connection with such
Capital Expenditure (whether or not the Capital Expenditure was described in the Approved
Budget), the Borrower shall submit to the Servicer for its prior review and approval (which shall
not be unreasonably withheld or delayed) copies of the proposed contracts to be entered into with
respect to such Capital Expenditure and copies of the proposed plans and specifications for the
Capital Expenditure. Once the Capital Expenditure is approved in advance by the Servicer, the
provisions of Section 5.22(d) shall apply. Upon completion of such work, the Borrower shall
deliver to the Servicer evidence reasonably satisfactory to the Servicer of such completion and
shdll deliver to the Servicer invoices for such work and, for all of such subsequent disbursements
from the Replacement Reserve Fund, the Borrower shall deliver evidence of payment in full for
all invoices pertaining to the previous disbursement from the Replacement Reserve Fund,
whereupon the Servicer shall authorize reimbursement of the cost of the Capital Expenditure
from the Replacement Reserve Fund to the Borrower, or, at the Servicer's option, the contractors
to whom such costs are owed.

_ () On each Interest Payment Date, beginning with the first month after the
Completion Date, the Borrower shall deposit funds into the Tax and Insurance Fund in an
amount equal to one-twelfth (1/12) of the amount reasonably estimated by the Servicer to be
payable during the current year for real estate taxes and insurance premiums with respect to the
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Project. If, one month prior to the due date of any aforementioned obligations, the amounts then
on deposit shall be insufficient for the payment of such obligation in full, the Borrower shall
“deposit the amount of the deficiency within ten (10) days after demand from the Servicer.
Amounts held in the Tax and Insurance Fund shall be applied to the payment of real estate taxes
and insurance premiums, in such order of priority as the Servicer shall determine in its sole
discretion, on or before the respective dates on which the same or any of them would become
delinquent.

Section 5.23. Leasing.

@ The Servicer (and all other parties whose approval is required) must approve the
Borrower's standard form of residential lease or rental agreement prior to its use by the
Borrower. The Borrower may not materially modify the approved standard form of residential
lease without the Servicer's prior written consent in each instance (which consent shall not be
unreasonably withheld), together with the approval of all other parties whose consent is required.
Each lease, other than leases on the Borrower's standard form of residential lease, of any part of
the Project is subject to the Servicer's written approval as to form and substance prior to
execution and delivery. Despite the foregoing, the Borrower may enter into residential leases
(and amendments) in the ordinary course of business with bona fide third party tenants without
the Servicer's prior written consent if the Borrower uses the approved standard form of
residential lease and:

§)) Within fifteen (15) days after the Servicer's written request therefor, the
Servicer receives a copy of the executed lease (accompanied by all financial information
and certificates obtained by the Borrower pertaining to the tenant);

(i) The Borrower, acting in good faith and exercising due diligence, has
determined that the tenant qualifies as a low-income family for purposes of meeting the
requirements for obtaining Tax Credits;

(iii)  The lease meets the standards required by Section 42 of the Code;

(iv) The lease meets the requirements of the Servicer, the Issuer, and the
Investor Limited Partner; g :

(v)  The lease reflects an arm's-length transaction and, so long as the
Construction Disbursement Agreement is in effect, conforms to the projections of the Pro
Forma Schedule attached thereto; and

(vi)  The lease does not affect more than one (1) residential unit within the
Improvements and is for a minimum term of six (6) months and a maximum term of
twelve (12) months, unless otherwise agreed in writing by the Servicer.

(b)  The Servicer in the exercise of its sole discretion may consider any executed lease
it receives to be unsatisfactory if the lease fails to meet any of the requirements of this
Agreement. If this bappens, or if the Borrower at any time fails to submit any executed lease
(and accompanying information) at the time required by this Section, or if any Event of Default
has occurred and is continuing, the Servicer may make written demand on the Borrower to
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submit all future leases for the Servicer's approval prior to execution. The Borrower must
comply with any such demand by the Servicer.

(c)  The Servicer's approval of any lease is for the sole purpose of protecting the
Servicer's security and preserving the Servicer's rights under the Loan Documents. No approval
by the Servicer will result in a waiver of any default of the Borrower. In no event will the -
Servicer's approval of any lease be a representation of any kind with regard to the lease, its
enforceability or the financial capacity of any tenant or guarantor.

(d)  The Borrower must perform all obligations required to be performed by it as
landlord under any lease affecting any part of the Land or any space within the Improvements.
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ARTICLE VI

OPTION AND OBLIGATIONS OF BORROWER TO PREPAY
Section 6.1. Optional Prepayment.

(@ The Note and amounts due under Section 3.2(a) hereof are subject to prepayment
in order to effect the redemption of the Bonds under Section 4.03 of the Indenture at the option
of the Borrower in whole but not in part at the times (and not before the times) and at the
redemption prices plus accrued interest to the redemption date of the Bonds, Additional Interest
and the Prepayment Equalization Payment, if applicable, as set forth in Section 4.03 of the
Indenture together with interest as set forth in Section 4.03 of the Indenture. The Note is not
otherwise subject to optional prepayment by the Borrower.

(b)  To effect prepayment of the Note and redemption of the Bonds as contemplated in
subparagraph (a) above, the Borrower shall deliver to the Trustee and the Servicer, not less than
ninety (90) days prior to the date on which Bonds are subject to redemption under said Section, a
written certificate of the Borrower stating that the Borrower is prepaying the Note pursuant to
this Section 6.1. The certificate from the Borrower shall certify the following: (i) the principal
amount of the Note to be prepaid, (ii) that the amount to be prepaid on the Note shall be credited
to redemption of the Bonds pursuant to Section 4.03 of the Indenture, (iii) the date for
redemption of the Bonds, and (iv) any conditions to such prepayment.

(c) The options granted to the Borrower in this Section 6.1 shall be exercisable only
(1) in the event and to the extent the Bonds are subject to redemption in accordance with the
Indenture and (ii) if no Event of Default under any of the Loan Documents shall have occurred
and be then continuing or if all costs associated with any existing Event of Default (including,
without limitation, late fees, penalties, costs of enforcement, protective advances and interest on
such amounts) which are then due and owing under the Loan Documents are paid in full in
connection with such prepayment.

Section 6.2. Mandatory Prepayment. The Loan and amounts due under
Section 3.2(a) hereof shall be prepaid in whole or in part in order to effect the mandatory
redemption of the Bonds at the times and in the amounts specified in Section 4.01 of the
Indenture. '

Section 6.3. Amounts Required for Prepayment.

(@ The amount payable by the Borrower hereunder upon either (i) the exercise of the
option granted to the Borrower in Section 6.1 hereof, or (i) the mandatory prepayment of the
Note by the Borrower in Section 6.2 hereof shall be, to the extent applicable and except as
otherwise provided, the sum of the following:

® the amount of money necessary to pay the redemption price of the Bonds
to be redeemed specified in Section 4.03 of the Indenture, in the case of optional
redemption and Section 4.02 of the Indenture in the case of mandatory redemption,
together with all interest specified therein payable up to and including said redemption
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date, Prepé.yment Equalization Payment (if applicable), and all expenses of the
redemption; plus

(1)) in the event of a redemption in whole, an amount of money equal to the
Trustee Fee, Trustee’s Expenses and Issuer’s Fees and expenses under the Indenture
accrued and to accrue until the final payment and redemption of the Bonds; plus

(iii)  in the event of any prepayment during the existence and continuance of an
Event of Default, the amounts described in Section 6.1(c)(ii) hereof.

(b)  Any prepayment made pursuant to Section 6.1 or 6.2 hereof shall be deposited
into the Revenue Fund. No prepayment or investment of the proceeds thereof shall be made
which shall cause the Bonds to be “arbitrage bonds” within the meaning of Section 148 of the
Code. ’

Section 6.4. Cancellation at Expiration of Term. At the acceleration, termination or
expiration of the term of this Loan Agreement and following full payment of the Bonds or
provision for payment thereof in accordance with Article XI of the Indenture and of all other fees
and charges of all parties having been made in accordance with the provisions of this Loan
Agreement and the Indenture, the Issuer shall deliver to the Borrower any documents and take or
cause the Trustee to take such actions as may be necessary to effectuate the cancellation and
evidence the termination of this Loan Agreement and the Loan Documents (other than the
Regulatory Agreement, which shall not terminate except in accordance with the terms thereof).
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ARTICLE VII

EVENTS OF DEFAULT AND REMEDIES

Section 7.1. Events of Default. The following shall be “Events of Default” under this
Loan Agreement, and the term “Event of Default” shall mean, whenever it is used in this Loan
Agreement, any one or more of the following events:

(@ Failure by the Borrower to pay any amounts required to be paid on the Note or
under Section 3.2 (a) or (b) hereof for a period of 5 days after receipt of written notice of such
failure to pay;

(b)  Any failure by the Borrower to pay as and when due and payable any other sums
to be paid by the Borrower under this Loan Agreement and the continuation of such failure for a
period of five (5) days after the same are due; or

() Any failure of any representation or warranty made in this Loan Agreement or
any Requisition to be true and correct in all material respects; or

(d)  Any failure by the Borrower to observe and perform any covenant or agreement
on its part to be observed or performed hereunder or the Construction Disbursement Agreement,
other than as referred to in subsections (a) or (b) of this Section 7.1, for a period of thirty (30)
days after written notice specifying such breach or failure and requesting that it be remedied,
given to the Borrower by the Issuer, the Trustee or the Servicer; provided, however, that in the
event such breach or failure be such that it can be corrected but cannot be corrected within said
30 day period, the same shall not constitute an Event of Default hereunder if corrective action is
instituted by the Borrower or on behalf of the Borrower within said 30 day period and is
diligently pursued to completion thereafter (unless, in the opinion of Bond Counsel delivered to
the Servicer, failure to correct such breach or failure within the cure period herein provided (or
such shorter time as shall be established as a limitation on the period of time during which
correction may be pursued) will adversely affect the exclusion from gross income of interest on
the Bonds for federal income taxation purposes or violate State law, in which case the extension
of cure period herein provided will not be available); or

(e) Any Event of Default (as defined or otherwise set forth in the Indenture or any of
the Loan Documents, the General Partner Documents or the Guarantor Documents) shall have
occurred and shall remain uncured beyond any applicable cure period provided in the applicable
document; or

® Any dissolution, termination, partial or complete liquidation, merger or
consolidation of any Obligor or the General Partner of Borrower, or any sale, transfer or other
disposition of the Project or of all or substantially all of the assets of Borrower provided that in
the case of a dissolution, termination, partial or complete liquidation, merger or consolidation of
the .nonprofit managing general partner of Borrower, no Event of Default shall occur under this
Section 7.1(f) unless Borrower fails to replace such managing general partner in the manner
permitted under Section 6.3(c)(1)(E) of the Mortgage, and in a manner that preserves the state
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and local real estate tax abatement for the Project, within 60 days after the commencement of
such dissolution, termination, partial or complete liquidation, merger or consolidation; or

()  Any failure by the Borrower to pay at maturity, or within any applicable period of
grace, any Indebtedness, or any failure to observe or perform any material term, covenant or
agreement contained in any agreement by which it is bound, evidencing or securing any
Indebtedness, for such period of time as would permit (after expiration of all applicable notice
and cure periods) the holder or holders thereof or of any obligations issued thereunder to
accelerate the maturity thereof; or

(h)  Any Obligor shall file a voluntary petition in bankruptcy under Title 11 of the
United States Code, or an order for relief shall be issued against any such Obligor in any
involuntary petition in bankruptcy under Title 11 of the United States Code, or any such Obligor
shall file any petition or answer seeking or acquiescing in any reorganization, arrangement,
composition, readjustment, liquidation, dissolution or similar relief for itself under any present or
future federal, state or other law or regulation relating to bankruptcy, insolvency or other relief of
debtors, or such Obligor shall seek or consent to or acquiesce in the appointment of any
custodian, trustee, receiver, conservator or liquidator of such Obligor, or of all or any substantial
part of its respective property, or such Obligor shall make an assignment for the benefit of
creditors, or such Obligor shall give notice to any governmental authority or body of insolvency
or pending insolvency or suspension of operation, provided that in the event of a case against a
General Partner of the Borrower, no Event of Default shall occur under this Section 7.1(k) unless
the Borrower fails to replace such General Partner in the manner permitted by Section 2.17(€) of
the Construction Disbursement Agreement and Section 6 of the Mortgage and in a manner that
preserves the state and local real estate tax abatement for the Project within 60 days after the
commencement of such case; or '

63 An involuntary petition in bankruptcy under Title 11 of the United States Code
shall be filed against the Borrower or any Obligor and such petition shall not be dismissed within
ninety (90) days of the filing thereof, provided that in the event of an involuntary case against a
General Partner of the Borrower, no Event of Default shall occur under this Section 7.1(i) unless
the Borrower fails to replace such General Partner in the manner permitted by Section 2.17(e) of
the Construction Disbursement Agreement and Section 6 of the Mortgage and in a manner that
preserves the state and local real estate tax abatement for the Project, within 60 days after the
commencement of such case; or

)] A court of competent jurisdiction shall enter any order, judgment or decree
approving a petition filed against any Obligor seeking any reorganization, atrrangement,
composition, readjustment, liquidation or similar relief under any present or future federal, state
or other law or regulation relating to bankruptcy, insolvency or other relief for debtors, or
appointing any custodian, trustee, receiver, conservator or liquidator of all or any substantial part
of its property, property provided that in the case of an order, judgment or decree against a
General Partner of the Borrower, no Event of Default shall occur under this Section 7.1(1) unless
the Borrower fails to replace such General Partner in the manner permitted by Section 2.17(¢) of
the Construction Disbursement Agreement and Section 6 of the Mortgage and in a manner that
preserves the state and local real estate tax abatement for the Project within 60 days after the
commencement of such case; or
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Section 7.2. Remedies on Default.

@ Whenever any Event of Default referred to in Section 7.1 hereof shall have
occurred and be continuing, any obligation of the Servicer to approve Requisitions shall be
terminated, and the Trustee (but only if directed to do so by Servicer and, subject to the
provisions of the Indenture) shall:

) by notice in writing to the Borrower declare the unpaid indebtedness under
the Loan Documents to be due and payable immediately, and upon any such declaration
the same shall become and shall be immediately due and payable; and

(i) take whatever action at law or in equity or under any of the Loan
Documents, the General Partner Documents or the Guarantor Documents, as may appear
necessary or desirable to collect the payments and other amounts then due and thereafter
to become due hereunder or thereunder or under the Note, or to exercise any right or
remedy or to enforce performance and observance of any obligation, agreement or
covenant of the Borrower under this Loan Agreement, the Note or any other Loan
Document (including without limitation foreclosure of the Mortgage), any General
Partner Document or any Guarantor Document (including actions to enforce the Payment

- Guaranty and/or the Completion Agreement); and

(i) cause the Project to be completed, constructed and equipped in accordance
with the Plans and Specifications, with such changes therein as the Servicer may, from
time to time, and in its sole discretion, deem appropriate.

(b) Any amounts collected pursuant to action taken under this Section (other than
amounts collected by the Issuer pursuant to the Reserved Rights) shall, after the payment of the
costs and expenses of the proceedings resulting in the collection of such moneys and of the
expenses, liabilities and advances incurred or made by the Issuer, the Trustee or the Servicer and
their respective Counsel, be paid into the Revenue Fund (unless otherwise provided in this Loan
Agreement) and applied in accordance with the provisions of the Indenture. No action taken
pursuant to this Section 7.2 shall relieve the Borrower from the Borrower’s obligations pursuant
to Section 3.2 hereof.

Section 7.3. No Remedy Exclusive. No remedy conferred herein or in any other Loan
Document upon or reserved to the Trustee or the Servicer is intended to be exclusive of any other
available remedy or remedies, but each and every such remedy shall be cumulative and shall be
in addition to every other remedy given under this Loan Agreement or now or hereafter existing
at law or in equity or by statute. No delay or omission to exercise any right or power accruing
upon any default shall impair any such right or power or shall be construed to be a waiver
thereof, but any such right and power may be exercised from time to time and as often as may be
deemed expedient. In order to entitle the Trustee or the Servicer to exercise any remedy reserved
to it herein or in any other Loan Document, it shall not be necessary to give any notice, other
than such notice as may be herein expressly required.

Section 7.4. Agreement to Pay Fees and Expenses of Counsel. If an Event of
Default shall occur under this Loan Agreement or under any of the other Loan Documents, and
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the Issuer, the Trustee, or the Servicer should employ counsel or incur other expenses for the
collection of the indebtedness or the enforcement of performance or observance of any
obligation or agreement on the part of the Borrower herein or therein contained, the Borrower
agrees that it will on demand therefor pay to any such party, or, if so directed by any such party,
to its counsel, the reasonable actually incurred fees of such Counsel and all other out-of-pocket
expenses incurred by or on behalf of the Issuer, the Trustee, or the Servicer.

Section 7.5. No Additional Waiver Implied by One Waiver; Consents to Waivers.
In the event any agreement contained in this Loan Agreement should be breached by either party
and thereafter waived by the other party, such waiver shall be limited to the particular breach so
waived and shall not be deemed to waive any other breach hereunder. No waiver shall be
effective unless in writing and signed by the party making the waiver.

Section 7.6. Remedies Subject to Applicable Law. All rights, remedies, and powers
provided by this Article may be exercised only to the extent that the exercise thereof does not
violate any applicable provisions of law, and all the provisions of this Article are intended to be
subject to all applicable mandatory provisions of law which may be controlling in the Land and
to be limited to the extent necessary so that they will not render this Loan Agreement invalid,
unenforceable, or not entitled to be recorded, registered, or filed under the provisions of any
applicable law.

Section 7.7. Cure by Investor Limited Partner or Special Limited Partner. The
Issuer, the Trustee and the Servicer hereby agree that cure of any Event of Default or default
made or tendered by the Investor Limited Partner or the Special Limited Partner shall be deemed
to be a cure by the Borrower and shall be accepted or rejected on the same basis as if made or
tendered by the Borrower.

Notwithstanding any provision hereof, the following transfers shall be permitted without
the Issuer’s or Trustee’s prior written consent: '

(@ transfers of the respective interests of the Borrower’s limited partners to any
entity which is either (a) an affiliate of either limited partner or (b) which is controlled by
Hudson Housing Capital LLC;

(b)  transfers of interests within the Borrower’s limited partners; or

(c)  the pledge and encumbrance of the interests of Borrower’s limited partners to or
for the benefit of any financial institution which enables the limited partners to make capital
contributions to the Borrower.

Section 7.8. Issuer Exercise of Remedies. Notwithstanding anything to the contrary
contained herein, the Issuer may enforce its Reserved Rights under the Loan Documents and
exercise the permitted remedies with respect thereto against the Borrower; provided that the
Issuer shall not commence or direct the Trustee to commence any action to declare the
outstanding balance of the Bonds or the Loan to be due and neither the Issuer nor the Trustee
shall take any action in respect of Reserved Rights (i) to foreclose to take similar action under
the Mortgage or otherwise in respect of any liens upon or security interests in the Project or other
property pledged to secure the Borrower’s obligations under the Loan Documents, (ii) to appoint
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a receiver, (iii) to enforce any similar remedy against the Project or other property pledged to
secure the Borrower’s obligations under the Loan Documents; or (iv) to enforce any other
remedy which would cause any liens or security interests granted under the Loan Documents to
be discharged or materially impaired thereby.
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ARTICLE VIII

MISCELLANEQOUS

Section 8.1. General Provisions. The following provisions shall be applicable at all
times throughout the term of this Loan Agreement:

@ The Issuer, the Trustee and the Servicer shall, at all times, be free to establish
independently to their respective satisfaction and in their respective absolute discretion the
existence or nonexistence of any fact or facts the existence of which is a condition of this Loan
Agreement or any other Loan Document.

(b) The Bonds and the obligations and undertakings of the Issuer hereunder do not
constitute a general obligation of the Issuer or the State or any political subdivision thereof, and
recourse on the Bonds and on the instruments and documents executed and delivered by or on
behalf of the Issuer in connection with the transactions contemplated hereby may be had only
against certain moneys due and to become due under the Loan Documents (and not against any
moneys due or to become due to the Issuer pursuant to the Reserved Rights). No recourse shall
be had for the payment of the principal of or interest on the Bonds, or for any claim based
thereon or on this Loan Agreement or any other Loan Document, any Issuer Document or any
instrument or document executed and delivered by or on behalf of the Issuer in connection with
the transactions contemplated hereby, against the Issuer, any officer, or employee of the Issuer or
any member of the City Council of the Issuer, or other elected or appointed official, past, present
or future, of the Issuer or any successor body, as such, either directly or through the Issuer or any
such successor body, under any constitutional provision, statute or rule of law, or by the
enforcement of any assessment or penalty or by any legal or equitable proceeding or otherwise
and all such liability of the Issuer, any officer or employee of the Issuer or any member of the
City Council of the Issuer or any other elected or appointed official or trustee as such is hereby
expressly waived and released as a condition of and consideration for the adoption of the
resolution authorizing the execution of the Issuer Documents and issuance of the Bonds and the
delivery of other documents in connection herewith. No member of the City Council of the
Issuer or other elected or appointed official nor any officer or employee past, present or future, of
the Issuer or any successor body shall be personally liable on the Issuer Documents, the Bonds or
any other documents in connection herewith, nor shall the issuance of the Bonds be considered
as misfeasance or malfeasance in office. The Bonds and the undertakings of the Issuer under the
Issuer Documents do not constitute a pledge of the general credit or taxing power of the Issuer,
the State, or any political subdivision thereof, do not evidence and shall never constitute a debt of
the State or any political subdivision thereof (other than the Issuer), and shall never constitute
nor give rise to a pecuniary liability of the State or any political subdivision thereof, other than
the Issuer.

Section 8.2. Authorized Borrower Representative. Pursuant to written direction
provided on the Closing Date, the Borrower has appointed one or more Authorized
Representative for the purpose of taking all actions and making all certificates required to be
taken and made by the Authorized Representative under the provisions of the Loan Documents.
Whenever under the provisions of any Loan Document the approval of the Borrower is required
or any party is required to take some action at the request of the Borrower, such approval or such

OHS West:260709674.4 49
DRAFT - Contact the Office of the City Clerk at (408)535-1260 or CityClerk@sanjoseca.gov for final
document



request shall be made by the Authorized Borrower Representative, unless otherwise specified in
this Loan Agreement, and the Issuer, the Trustee and the Servicer shall be authorized to act on
any such approval or request and the Borrower shall have no complaint against any such party as
a result of any such action taken in conformity with such approval or request by the Authorized
Borrower Representative.

Section 8.3. Binding Effect. This Loan Agreement shall inure to the benefit of and
shall be binding upon the Issuer, the Trustee and the Borrower and their respective successors
and permitted assigns. The Borrower acknowledges and agrees that the Issuer has assigned or is
assigning its rights under this Loan Agreement to the Trustee, and that, pursuant to the Indenture,
Trustee will follow directions from the Servicer in implementing certain of the rights and
remedies under this Loan Agreement. The Owners of the Bonds and the Servicer shall be
express third party beneficiaries of this Loan Agreement, and shall have the right to enforce
directly against Borrower or other persons the rights and implement the rights and remedies
provided to each of them hereunder, but not including the Reserved Rights; provided, however,
that the rights of the Owners to bring actions and implement rights and remedies hereunder shall
be subject to the same restrictions as are imposed with respect to actions, rights and remedies of
the Owners under the Indenture.

Section 8.4. Execution in Counterparts. This Loan Agreement may be executed in
several counterparts, each of which shall be an original and all of which shall constitute but one
and the same instrument; provided, however, that for purposes of perfecting a lien or security
interest in this Loan Agreement by the Trustee, whether under Article 9 of the Uniform
Commercial Code of the State or otherwise, only the counterpart delivered to, and receipted by,
the Trustee shall be deemed the original.

Section 8.5. Amendments, Changes and Modifications. Subsequent to the issuance
of the Bonds and prior to payment or provision for the payment of the Bonds in full (including
interest thereon) in accordance with the provisions of the Indenture and except as otherwise
provided herein, the Loan Documents may not be amended, changed, modified, altered or
terminated by the Issuer, the Trustee or the Borrower except in compliance with Article IX of the
Indenture.

Section 8.6. Severability. In the event any provision of this Loan Agreement shall be
held invalid or unenforceable by any court of competent jurisdiction, such holding shall not
invalidate or render unenforceable any other provision hereof and such invalid or unenforceable
provision shall be deemed no longer to be contained in this Loan Agreement.

Section 8.7. Notices. All nofices, demands, requests, consents, approvals, certificates
or other communications hereunder shall be effective if given in the manner required in Section
10.08 of the Indenture.

Section 8.8. Applicable Law. This Loan Agreement shall be governed exclusively by
and construed in accordance with the laws of the State.

Section 8.9. Debtor Creditor Relationship. It is expressly understood and agreed that
the relationship between the Issuer and the Borrower established by the transaction contemplated
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by this Loan Agreement and by all of the other Loan Documents is exclusively that of creditor or
lender, on the part of the Issuer, and debtor or borrower, on the part of the Borrower and is in no
way to be construed as a partnership or joint venture of any kind. It is further understood that all
payments by the Borrower under the Loan Documents shall be exclusively on account of the said
debtor/creditor relationship.

Section 8.10. Usury; Total Interest. This Loan Agreement is subject to the express
condition, and it is agreed, that at no time shall payments hereunder, under the Note or under the
other Loan Documents that are or are construed to be payments of interest on the unpaid
principal amount of the Loan reflect interest that is borne at a rate in excess of the maximum
permitted by law. The Borrower shall not be obligated or required to pay, nor shall the Issuer be
permitted to charge or collect, interest borne at a rate in excess of such maximum rate. If by the
terms of this Loan Agreement or the other Loan Documents the Borrower is required to make
such payments reflecting interest borne at a rate in excess of such maximum rate, such payments
shall be deemed to be reduced immediately and automatically to reflect such maximum rate. It is
further agreed that the total of amounts paid hereunder as interest on the Loan which is to pay
interest on the Bonds, cumulative from the date of the Note, shall not exceed the sum of 5% per
month, simple and non-compounded for each month from such date to the date of calculation
(calculated on the basis of a 360-day year of twelve thirty-day months). Any such excess
payment previously made in either case shall be immediately and automatically applied to the
unpaid balance of the principal sum of the Loan and not to the payment of interest thereon. This
Loan Agreement is also subject to the condition that amounts paid hereunder representing late
payment or penalty charges or the like shall only be payable to the extent permitted by law.

Section 8.11. Term of this Loan Agreement. This Loan Agreement shall be in full
force and effect from its date to and including such date as all of the Bonds issued under the
Indenture shall have been fully paid or retired in accordance with their terms and the terms of the
Indenture (or provision for such payment shall have been made as provided in the Indenture),
except, however, that the covenants and provisions relating to the Reserved Rights of the Issuer
and the covenants relating to the preservation of exclusion from gross income of interest on the
Bonds for purposes of federal income taxation shall survive the termination hereof.

Section 8.12. Non-Recourse. Anything contained in any provision of this Loan
Agreement, the Mortgage, the Regulatory Agreement, the Tax Certificate or the Note
notwithstanding, in the event of any proceeding to foreclose the Mortgage or otherwise to
enforce the provisions of the Note, this Loan Agreement, the Mortgage or the Regulatory
Agreement after Stabilization, neither the Issuer (other than with respect to Section 5.19 hereof),
nor the Trustee or other holder of the Note (collectively, the “Noteholder™), nor any Owner of
Bonds, nor any beneficiary of the Mortgage shall be entitled to take any action to procure any
personal money judgment or any deficiency decree against the Borrower or any partner of the
Borrower or its or their heirs, personal representatives, successors and assigns, it being
understood and agreed that recourse and the Borrower’s liability hereon and under the Mortgage,
the Regulatory Agreement and the Note shall, following Stabilization, be limited to the assets of
the Borrower that are the security from time to time provided with respect to the Note and this
Loan Agreement; provided, however, nothing herein contained shall limit or be construed to
limit or impair the enforcement against the Project or any other additional security as may from
time to time be given to the beneficiary hereof as security for the performance of this Loan
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Agreement, the Mortgage, the Regulatory Agreement, the Tax Certificate, the Note, or any other
instrument now or hereafter securing the Note or this Loan Agreement, or the rights and
remedies of the Trustee or the beneficiary, its successors and assigns, under this Loan
Agreement, the Mortgage, the Regulatory Agreement, the Tax Certificate or the Note or any
other instruments. Notwithstanding the foregoing, the provisions of this Section shall be null and
void and have no force and effect to the extent of any loss suffered by the Issuer, the Trustee, any
Bondholder or any beneficiary of or the trustee under the Mortgage as a result of the Borrower’s:
(a) committing any act of fraud; (b) misapplication of any condemnation award or casualty
insurance proceeds; (c) failure to apply the revenues of the Project in the manner and for the
purposes provided in the Bond Documents, whether before or after an Event of Default; or
(d) violation of any Hazardous Substance laws. Nothing herein shall be deemed to prohibit the
naming of the Borrower in an action to realize upon the remedies provided herein either at law or
in equity, subject to the foregoing limitation against a personal money judgment or deficiency
decree against the Borrower, the partners of the Borrower or their heirs, personal representatives,
successors and assigns, or to prohibit the naming of any person in any action to realize upon the
remedies provided in the General Partner Documents, the Guarantor Documents or any other
guaranty given in favor of the Issuer, the Trustee or the Servicer.

Section 8.13. PATRIOT Act Notice. Issuer hereby notifies Borrower and Guarantor
that, pursuant to the requirements of the PATRIOT Act, it is required to obtain, verify and record
information that identifies Borrower and Guarantor, which information includes the names and
addresses of Borrower and Guarantor and other information that will allow Issuer to identify
Borrower and Guarantor in accordance with the PATRIOT Act.

Section 8.14. Tax Certificate Controls. In any matter relating to the exclusion of
interest on the Bonds from gross income for federal income tax purposes, the terms and
provisions of the Tax Certificate shall control in the event of any conflict between this Loan
Agreement and the Tax Certificate.

Section 8.15. Limitation on Liability of the Issuer; Issuer May Rely.

(a) The Issuer shall not be obligated to pay the principal (or redemption price) of or
interest on the Bonds, except from moneys and assets received by the Trustee on behalf of the
Issuer pursuant to this Loan Agreement. Neither the faith and credit nor the taxing power of the
Issuer, the State, or any political subdivision thereof is pledged to the payment of the principal
(or redemption price) of or interest on the Bonds. Neither the Issuer, any member of the City
Council of the Issuer nor any officer or employee of the Issuer shall be liable for any costs,
expenses, losses, damages, claims or actions, of any conceivable kind on any conceivable theory,
under or by reason of or in connection with this Loan Agreement, the Bonds or the Indenture,
except only to the extent amounts are received for the payment thereof from the Borrower under
this Loan Agreement.

The Borrower hereby acknowledges that the Issuer’s sole source of moneys to repay the
Bonds will be provided by the payments made by the Borrower pursuant to this Loan
Agreement, together with investment income on certain funds and accounts held by the Trustee
under the Indenture, and hereby agrees that if the payments to be made hereunder shall ever
prove insufficient to pay all principal (or redemption price) of and interest on the Bonds as the
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same shall become due (whether by maturity, redemption, acceleration or otherwise), then upon
notice from the Trustee, the Borrower shall pay such amounts as are required from time to time
to prevent any deficiency or default in the payment of such principal (or redemption price) of or
interest on the Bonds, including, but not limited to, any deficiency caused by acts, omissions,
nonfeasance or malfeasance on the part of the Trustee, the Borrower, the Issuer or any third
party, subject to any right of reimbursement from the Trustee, the Issuer or any such third party,
as the case may be, therefor.

(b)  Itis expressly understood and agreed by the parties to this Loan Agreement that:

6] the Issuer may rely conclusively on the truth and accuracy of any
certificate, opinion, notice or other instrument furnished to the Issuer by the Trustee, any
Owner or the Borrower as to the existence of a fact or state of affairs required under this
Loan Agreement to be noticed by the Issuer;

(i)  the Issuer shall not be under any obligation to perform any record keeping
or to provide any legal service, it being understood that such services shall be performed
or caused to be performed by the Borrower; and

(iii) none of the provisions of this Loan Agreement shall require the Issuer to
expend or risk its own funds (apart from the proceeds of Bonds issued under the
Indenture) or otherwise endure financial liability in the performance of any of its duties
or in the exercise of any of its rights under this Loan Agreement unless it first shall have
been adequately indemnified to its satisfaction against the costs, expenses and liabilities
which may be incurred by taking any such action.

() No provision, representation, covenant or agreement contained in this Loan
Agreement or in the Indenture, the Bonds, or any obligation herein or therein imposed upon the
Issuer, or the breach thereof, shall constitute or give rise to or impose upon the Issuer a pecuniary
liability (except to the extent of any Loan repayments, revenues and receipts derived by the
Issuer pursuant to this Loan Agreement and other moneys held pursuant to the Indenture, other

‘than in the Rebate Fund). No provision hereof shall be construed to impose a charge against the

general credit of the Issuer, the State or any other political subdivision of the State, the taxing
powers of the foregoing, within the meaning of any Constitutional provision or statutory
limitation, or any personal or pecuniary liability upon any member of the City Council of the
Issuer or any official, director, officer, employee, agent or attorney of the Issuer.

(d)  All covenants, obligations and agreements of the Issuer contained in this Loan
Agreement and the Indenture shall be effective to the extent authorized and permitted by
applicable law. No such covenant, obligation or agreement shall be deemed to be a covenant,
obligation or agreement of any present or future official, director, officer, employee, agent or
attorney of the Issuer in other than his official capacity, and no official executing the Bonds shall
be liable personally on the Bonds or be subject to any personal liability or accountability by
reason of the issuance thereof or by reason of the covenants, obligations or agreements of the
Issuer contained in this Loan Agreement or in the Indenture. No provision, covenant or
agreement contained in this Loan Agreement, the Indenture or the Bonds, or any obligation
herein or therein imposed upon the Issuer, or the breach thereof, shall constitute or give rise to or
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impose upon the Issuer a pecuniary liability or a charge. No recourse shall be had for the
enforcement of any obligation, covenant, promise, or agreement of the Issuer contained in this
Loan Agreement or in any Bond or for any claim based hereon or otherwise in respect hereof or
upon any obligation, covenant, promise, or agreement of the Issuer contained in any agreement,
instrument, or certificate executed in connection with the Project or the issuance and sale of the
Bonds, against any member of the City Council of the Issuer, its officers, counsel, financial
advisor, employees or agents, as such, in his or her individual capacity, past, present, or future,
or of any successor thereto, whether by virtue of any Constitutional provision, statute, or rule of
law, or by the enforcement of any assessment or penalty or otherwise; it being expressly agreed
and understood that no personal liability whatsoever shall attach to, or be incurred by, any
member of the City Council of the Issuer, nor any officers, counsel, financial advisors,
employees or agents, as such, in his or her individual capacity, past, present, or future, of the
Issuer or of any successor thereto, either directly or by reason of any of the obligations,
covenants, promises, or agreements entered into between the Issuer and the Trustee or the
Borrower to be implied therefrom as being supplemental hereto or thereto, and that all personal
liability of that character against every such member of the City Council of the Issuer, director,
officer, counsel, financial advisor, employee or agent, is, by the execution of the Bonds, this
Loan Agreement, and the Indenture, and as a condition of, and as part of the consideration for,
the execution of the Bonds, this Loan Agreement, and the Indenture, expressly waived and
released.
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IN WITNESS WHEREOF, the Issuer, the Trustee and the Borrower have caused this
Loan Agreement to be executed in their respective names, all as of the date first above written.

CITY OF SAN JOSE, as Issuer
‘By:
Julia Cooper
Assistant Director of Finance

Attest:

Lee Price, MMC
City Clerk

Approved as to form:

Chief Deputy City Attorney
WELLS FARGO BANK, NATIONAL
ASSOCIATION, as Trustee
By:
Authorized Officer
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Belovida at Newbury Park, L.P.,
a California limited partnership

By: CORE Belovida Newbury, LLC,
a California limited liability company,
its Co-General Partner

By:  Core Affordable Housing, LLC,
a California limited liability company,
its Manager

By:

David Neale, Manager
By:  Cecilia Place Homes, Inc.,

a California nonprofit public benefit corporation,
its Managing General Partner

By:

Matthew Steinle, Authorized Signatory
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EXHIBIT A

LEGAL DESCRIPTION OF REAL ESTATE
[TO BE ATTACHED]
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EXHIBIT B

FORM OF PROMISSORY NOTE
$24,170,000 : November 1, 2009

FOR VALUE RECEIVED, BELOVIDA AT NEWBURY PARK, L.P., a California
limited partnership (together with its permitted successors and assigns, “Borrower”), having an
address of c/o Core Affordable, LLC, 470 South Market Street, San José, California 95113,
promises to pay to the order of CITY OF SAN JOSE or its successors or assigns (the “Holder”),
at its office in San José, California or at such other place as may be designated in writing by the
Holder, in legal tender of the United States, the principal sum of Twenty-Four Million One
Hundred Seventy Thousand Dollars ($24,170,000) as provided herein, together with interest
thereon at the rates, at the times and in the amounts provided below. :

All capitalized terms used but not defined herein shall have the meanings ascribed to
them in the Trust Indenture (as the same may be modified, amended or supplemented from time
to time, the “Indenture”) dated as of even date herewith between the City of San José (the
“Issuer”), and Wells Fargo Bank, National Association (the “Trustee™) or the Loan Agreement
dated as of even date herewith among the Issuer, the Trustee and Borrower (as the same may be
modified, amended or supplemented from time to time, the “Loan Agreement™).

This Note shall bear interest at the rate from time to time borne by the Bonds, and
Additional Interest shall be payable on this Note as provided in Section 3.2 of the Loan
Agreement.

The Borrower shall pay to the Trustee for deposit into the Revenue Fund, on the first day
of each month commencing | [, (1) an amount equal to the sum of the principal and
interest next coming due on the Bonds (after taking into account funds available for such
purpose, if any, in the Capitalized Interest Account of the Project Fund) to pay the principal of
and interest on the Bonds due and payable on each Bond Payment Date and amounts required to
be deposited into the Replacement Reserve Fund (pursuant to Section 5.22 of the Loan
Agreement and Sections 5.05 and 5.07 of the Indenture) and the Tax and Insurance Fund
(pursuant to Section 5.22 of the Loan Agreement and Sections 5.06 and 5.07 of the Indenture) as
of such date. Amounts so paid to the Trustee by the Borrower shall be in immediately available
funds or shall be such that on the Bond Payment Date they are available funds.

All payments under this Note shall be applied as provided in the Indenture.

The obligations of Borrower under this Note are secured by a Construction Deed of Trust
with Assignment of Rents, Security Agreement and Fixture Filing dated as of even date herewith
(as the same may be modified, amended or supplemented from time to time, the “Mortgage™)
made by Borrower to the Holder covering the Borrower’s interest in real property, with
improvements thereon, as more fully described therein (the “Property”) and certain other security
as more fully set forth in the Loan Agreement.

At no time shall interest be payable on this Note or under the Mortgage or the Loan
Agreement at a rate in excess of the maximum permitted by law. Borrower shall not be
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obligated or required to pay, nor shall the Holder per permitted to charge or collect, interest at a
rate in excess of such maximum rate. If by the terms of this Note or of the Mortgage or Loan
Agreement, Borrower is required to pay interest at a rate in excess of such maximum rate, the
rate of interest hereunder or thereunder shall be deemed to be reduced immediately and
automatically to such maximum rate, and any such excess payment previously made shall be
immediately and automatically applied to the unpaid balance of the principal sum hereof and not
to the payment of interest.

Amounts payable hereunder representing late payments, penalty payments or the like
shall be payable to the extent allowed by law.

This Note is subject to all of the terms, conditions, and provisions of the Loan
Agreement, including Section 8.12 thereof relating to the nonrecourse liability of the Borrower
hereunder and the provisions of the Loan Agreement respecting prepayment and the acceleration
of maturity and is further subject to all of the terms, conditions and provisions of the Indenture.
The outstanding principal hereof is subject to acceleration at the same time or times and under
the same terms and conditions, and with the same notice, if any, as provided under the Indenture
for the acceleration of payment of the Bonds. Section 8.12 of the Loan Agreement is
incorporated herein by this reference.

If there is an Event of Default under the Loan Documents, subject to the applicable notice
and cure periods, then in any such event and subject to the requirements set forth in the Loan
Agreement, the Holder may, upon the direction of the Servicer, declare the entire unpaid
principal balance of this Note and accrued interest, if any, due and payable at once. All of the
covenants, conditions and agreements contamed in the Loan Documents are hereby made part of
this Note.

No delay or omission on the part of the Holder in exercising any remedy, right or option
under this Note or the Loan Documents shall operate as a waiver of such remedy, right or option.
In any event a waiver on any one occasion shall not be construed as a waiver or bar to any such
remedy, right or option on a future occasion. The rights, remedies and options of the Holder
under this Note and the Loan Documents are and shall be cumulative and are in addition to all of
the rights, remedies and options of the Holder at law or in equity or under any other agreement.

Borrower shall pay all costs of collection on demand by the Holder, including without
limitation, reasonable attorneys’ fees and disbursements actually incurred, which costs may be
added to the indebtedness hereunder, together with interest thereon at the Alternative Rate {o the
extent allowed by law.

This Note may not be changed orally. Presentment for payment, notice of dishonor,
protest and notice of protest are hereby waived. The acceptance by the Holder of any amount
after the same is due shall not constitute a waiver of the right to require prompt payment, when
due, of all other amounts due hereunder. The acceptance by the Holder of any sum in an amount
less than the amount then due shall be deemed an acceptance on account only and upon condition
that such acceptance shall not constitute a waiver of the obligation of Borrower to pay the entire
sum then due, and Borrower’s failure to pay such amount then due shall be and continue to be a
default notwithstanding such acceptance of such amount on account, as aforesaid. Consent by

OHS West:260709674.4 B-2
DRAFT - Contact the Office of the City Clerk at (408)535-1260 or CityClerk@sanjoseca.gov for final
docnment



the Holder to any action of Borrower which is subject to consent or approval of the Holder
hereunder shall not be deemed a waiver of the right to require such consent or approval to future
or successive actions. .

Borrower agrees that this Note shall be construed in accordance with and governed by the
laws of the State of California.

Belovida at Newbury Park, L.P.,
a California limited partnership

By: CORE Belovida Newbury, LLC,
a California limited liability company,
its Co-General Partner

By:  Core Affordable Housing, LLC,
a California limited liability company,
its Manager

By:

David Neale, Manager
By:  Cecilia Place Homes, Inc.,

a California nonprofit pubhc benefit corporatlon,
its Managing General Partner

By:

Matthew Steinle, Authorized Signatory
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EXHIBIT C

[RESERVED]

OHS West:260709674.4 C-1

DRAFT — Contact the Office of the City Clerk at (408)535-1260 or CityClerk@sanjoseca.gov for final
document



EXHIBIT D

FORM OF APPROVED RESIDENTIAL LEASE
[TO BE ATTACHED]
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EXHIBIT E

SCHEDULE OF INSURANCE REQUIREMENTS

[TO BE ATTACHED]
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EXHIBIT F

FORM OF MONTHLY LEASE UP REPORT

[TO BE ATTACHED]
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EXHIBIT G

FORM OF STABILIZATION CERTIFICATE
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