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REGULATORY AND OPERATING AGREEMENT

This Regulatory and Operating Agreement (this “Agreement”), dated and effective as of
August 1, 2004, is made by and among the Chicago Housing Authority, an Hlinois municipal
corporation (the “Authority”), Drexel Jazz Limited Partnership, an Illinois limited partnership
(the “Owner”), and Jazz on the Boulevard, LLC, a Delaware limited liability company (“Jazz").

RECITALS

A. The Owner intends to purchase certain PHA-Assisted Units (as herein defined)
which are’apart of the rental units to be constructed within a project known as Jazz on the
Boulevard (sueii)rental units are referred to herein as the “Development”) financed with a
combination of pribiic and private sources pursuant to a mixed-finance proposal submitted by the
Authority and the ¢ourt_ appointed Receiver, the Habitat Company, LLC and Daniel E. Levin
(collectively, the “Resciver”), to the United States Department of Housing and Urban
Development (“HUD”)-{or anproval in accordance with 24 CFR Section 941.608. HUD has
provided its written approvai ot {ie mixed-finance proposal to the Authority and the Receiver, as
provided in 24 CFR Section 941.635(z).

B. In consideration of the Authority’s agreement to participate in the mixed-finance
proposal by making a construction and/or sermanent loan of public housing development funds
in an amount of $3,373,642 to the Developmént (the “CHA Loan™) and by providing an annual
operating subsidy pursuant to the terms heresi ) (the “Operating Subsidy”) to maintain the
affordability of the PHA-Assisted Units, the Owner hss agreed to operate and maintain the PHA-
Assisted Units as “public housing” as defined in Section 3(b) of the United State Housing Act of
1937, as may be amended from time to time (the “Act”) during the Term of this Agreement. The
Owner intends to operate and maintain all of the PHA-Assiste¢ Units as qualified low-income
units under Section 42 of the Internal Revenue Code, as amender fthe “Code”).

C. The Authority will make the CHA Loan by lending public housing development
. funds made available to the Authority by HUD pursuant to Section 5 of the Act. The Authority
will provide the Operating Subsidy to the Owner from operating subsidies) received by the
Authority from HUD pursuant to Section 9 of the Act.

D. The parties hereto are entering into this Agreement in order to set [v:¢h the rules
and requirements for the operation and management of the PHA-Assisted Units and the terms
and conditions for payment of the Operating Subsidy with respect thereto.

Accordingly, the parties hereto agree as follows:

1. Definitions.

As used herein, the following terms not otherwise defined herein shall have the meanings
given in this Section 1.

(a)  “ACC” shall mean whichever of the following is in effect from time to time with
respect to the PHA-Assisted Units: (i) the Consolidated Annual Contributions Contract C-1014,



0422501210 Page: 7 of 58

UNOFFICIAL COPY

dated December 11, 1995, between HUD and CHA,; or (ii) any successor Annual Contributions
Contract; including any Mixed Finance Amendment to any of the foregoing, as and to the extent
made applicable to the PHA-Assisted Units by the specific amendment referring thercto.

(b)  “Act” shall have the meaning given in the Recitals.

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

(d) ~ “Affordability Reserve” shall mean the ACC Reserve created and maintained in
accordance with the Partnership Agreement.

(¢)  “Affordability Reserve Deposit” shall mean the deposit made into the
Affordability Reserve in accordance with the Partnership Agreement.

(f)  “Agreemciit” shail have the meaning given in the Introduction.

(g)  “All Applicable Public Housing Requirements” shall mean the Act, HUD
regulations thereunder (except to- the extent that HUD has granted waivers of regulatory
requirements for good cause), the ACLC, the Mixed Finance Proposal approved by HUD dated
June 20, 2003, as amended, the Declaration of Restrictive Covenants, Gautreaux Court Orders,
the Moving to Work Demonstration Agresment, and all other pertinent Federal statutory,
executive orders, and regulatory requirements;as such requirements may be amended from time
to time.

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

(® All ordinary and necessary expenses of operating the
PHA-Assisted Units shown as line items on Form HUD-92547-A (Budget
Worksheef), or any successor thereto, including any other ieasonable operating
expenses paid by Owner, but exclusive of (A) real estate taxas:\R) payments of
interest and/or principal due to any lender (including the Auipority); and (C)
utility expenses that are the direct responsibility of the tenant;

(i) Management fees payable pursuant to the Management
Agreement;

(i)  Legal expenses associated with the operation of the PHA-Assisted
Units and required accounting and audit expenses, including tax return
preparation expenses, which types of expenses would be permitted to be charged
as project expenses pursuant to HUD Handbook 4370.2 REV-1 Financial
Operations and Accounting Procedures for Insured Multifamily-Projects, or any
successor thereto;
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(iv)  Asset management fee paid to the Investor or its designee;
(v)  Condominium assessments, if applicable;
(vi)  Deposits into any Replacement Reserve; and

(vii) Tenant program expenses and such other expenses as may be
approved by the Authority and HUD (to the extent such HUD approval is
required).

The parties acknowledge that the land and/or improvements, or portions thereof or of the
assessed valucs thereof, may be exempt from real estate taxes and/or subject to total or partial tax
abatement. Accodingly, the parties agree that only those portions of real estate taxes and special
assessments attrniutable to the PHA-Assisted Units, after giving effect to such exemptions and
abatements, shall b¢ iucluded in “Allowed PHA-Assisted Units Expenses.” Further, in the event
that any expense is atiribrtable to PHA-Assisted Units and other units in the Development, such
expense shall be equitably anportioned between all such units so that “Allowed PHA-Assisted
Units Expenses” shall include snly that portion of such expense that is so apportioned to the
PHA-Assisted Units.

1) “ Authority” shall have ¢ meaning given in the Recitals.

)] “Authority Fiscal Year” shall‘mean the Authority’s fiscal year for purposes of
calculating the operating subsidy received by te #suthority pursuant to Section 9 of the Act. The
Authority Fiscal Year is currently January 1 to December 31, The Authority shall notify the
Owmer of any change in the Authority Fiscal Year.

(k)  “Authority Loan Documents” shall mean all <iouments evidencing or securing
the CHA Loan.

)] “CHA Loan” shall have the meaning given in the Recitals,
(m) “City” shall mean the City of Chicago.
(n)  “Compliance Period” shall have the meaning given in Section 42 01 the Code.

(o)  “Construction Period” in reference to all or a portion of the PHA-Atsisted Units
shall mean the period commencing on such date as construction has commenced and ending on
such date as a certificate of occupancy has been issued by the City.

(p)  “Declaration of Restrictive Covenants” shall mean the recorded declaration, dated
as of August 1, 2004, of restrictive covenants running with the land obligating the Owner and
any successor in title to the Owner, including any successor who acquires title to the
PHA-Assisted Units by foreclosure or a deed-in-lieu of foreclosure, to maintain and operate the
PHA-Assisted Units in compliance with All Applicable Public Housing Requirements for the
period set forth therein.

(@)  “Development” shall have the meaning given in the Recitals.
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{r) “Development Fiscal Year” shall mean the fiscal year of the Owner, irrespective
of whether such Fiscal Year coincides with the Authority Fiscal Year.

(s)  “Development Operating Budget” shall mean the operating budget that includes
the operation of the PHA-Assisted Units as provided in Section 4(a).

()  “Development Site” shall mean the real property on which the Development is
located, as more particularly described in Exhibit A hereto.

(u)  “Eligible Occupants” shall have the meaning given in Section 3(f) hereof.

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

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

(x)  “Estimated FH/A.Assisted Units Income” shall mean the PHA-Assisted Units
Income estimated for any period.

(y)  “Excess Operating Subsidy” shall have the meaning given in Section 4(i) hereof.
(z)  “Extended Use Period” shall have the meaning given in Section 42 of the Code.

(aa)  “First Mortgage Lender” shall me2iin reference to all or a portion of the PHA-
Assisted Units. Citibank, F.S.B., during the Constri¢tion Period and thereafter the Authority.

(bb) “Ground Lease” means collectively, (i)-tiat certain Ground Lease dated as of
August 1, 2004, by and between the Authority and the Owncr, as-amended from time to time in
accordance with its terms, relating to the For-Sale Land descriccd)in Exhibit A hereto, and (ii)
that certain Ground Lease For a Portion of the Jazz on the Boulevard zated as of August 1, 2004,
by and between the Authority and the Owner, as amended from time to time in accordance with
its terms, relating to the Rental Land described in Exhibit A hereto.

(cc) “Gautreaux Court Orders” shall mean applicable orders of ib< United States
District Court for the Northern District of Illinois in Gautreaux vs. CHA et al., No. 66 C 1459
and No. 66 C 1460.

(dd) “HUD"” shall have the meaning given in the Recitals.

(ee)  “Illinois Condominium Property Act” shall mean the Illinois Condominium
Property Act (765 ILCS 605/1 et seq.), as such act may be amended from time to time.

(fff  “Investor” shall mean MMA Financial Warehousing, LLC, a Maryland limited
liability company and its affiliate HCI Drexel Jazz, LLC, a Delaware limited liability company,
which is the investor limited partner of the Owner, and its permitted successors and assigns.
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(gg) “Management Agent” shall mean the Management Agent acting under the
Management Agreement in effect from time to time.

(hh) “Management Agreement” shall mean the Management Agreement covering the
Development in effect from time to time in accordance with Section 3(e) hereof.

(i)  “Management Plan” shall mean the comprehensive and detailed written
description of the policies and procedures to be followed in the management of the
Development, prepared by the Management Agent and approved in writing by the Owner, the
Authority and HUD prior to its implementation, and which shall thereafter be revised only with
the prior wdliten approval of the Owner, the Authority and HUD as described in Section 3(c)
hereof.

(Gj)  “Mived-Finance Amendment” shall mean the certain Mixed-Financed
Amendment to Consolidated Annual Contributions Contract, relating to the Development.

(kk) “Mortgage” shall mean any mortgage or deed of trust encumbering the
Development, or any portion tiisieof, as security for a loan. :

(1)  “Mortgage Lender™ shall mean, collectively, the lender or lenders of any
Mortgage Loan, and any subsequent holders or servicers of any Mortgage Loan.

(mm) “Mortgage Loan(s)” shall mcan; collectively, the mortgage loan(s) or other
mortgages securing financing arrangements secuzed by Mortgages and obtained by the Owner to
assist in financing or refinancing the construction anrd development of the Development, other
than the CHA Loan.

(nn) “Moving To Work Program” shall meau the HUD-approved Authority
demonstration program to design and test innovative methods of providing housing and
delivering services to low-income families in an efficient and c¢si-effective manner pursuant to
that certain Moving to Work Demonstration Agreement between the” Authority and HUD, dated
February 6, 2000, as amended.

(00)  “Operating Subsidy” or “Operating Subsidies” shall mean the ainoints payable by
the Authority in accordance with Section 4(d) hereof or as otherwise provided hercin.,

(pp)  “Owner” shall have the meaning given in the Recitals.

(qq) “Partnership Agreement” shafl mean that certain First Amended and Restated
Agreement of Limited Partnership of the Owner, dated as of August 1, 2004, as the same may be
amended from time to time.

(r)  “Permitted Invesiments” shall mean (i)an investment in United States
government securities, securities issued or fully guaranteed by United States government
agencies, certificates of deposit and time or demand deposits in, or repurchase agreements
constituting obligations of, commercial banks with deposits insured by the Federal Deposit
Insurance Corporation and having a combined capital and surplus of not less than $100,000,000,
(if) commercial paper bearing either of the two highest ratings by Moody’s Investors Service,
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Inc. (“Moody’s) or Standard and Poor’s Rating Services, (iii) tax-exempt notes or bonds rated
MIG-2 or better by Moody’s, (iv) investment agreements or guaranteed investment contracts,
rated, or with any financial institution whose senior long-term debt obligations are rated, at the
time of such agreement or contract is entered into, in one of the three highest rating categories
for comparable types of obligations by any nationally recognized rating agency, (V) securities of
public investment companies registered with the Securities and Exchange Commission with
assets in excess of $100,000,000, a significant portion of the assets of which are invested In
substantially the same type of investments as any of the foregoing, or (vi) such other investment
approved in writing by the Authority and the Owner.

(ss) )“PHA-Assisted Units” shall have the meaning given in the Recitals, which units
shall be operaied and maintained as “public housing” units in accordance with All Applicable
Public Housing P.equirements, as further described in Section 2 hereof.

(tty  “PHA-Assisted Units Expenses” shall mean (i) Allowed PHA-Assisted Units
Expenses, (ii) the porticn of any real estate taxes or payments in lieu of real estate taxes to be
paid with respect to the PHA=Assisted Unts, if any, paid by the Owner and not directly by the
Authority, and (iii) amounts, 1¥'any, payable by the Owner to occupants of the PHA-Assisted
Units as utility reimbursements (1.2. “hegative rent”), if any.

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

(vv) “PHA-Assisted Units Income’ shill mean all income of the Owner in respect of
PHA-Assisted Units, determined on an accrual oasis, including all types of revenue shown as
line items on Form HUD 92547-A, or any suctessor thereto, but not including Operating
Subsidies and Tenant Rent collected pursuant to Section3(j) and deposited pursuant to Section
5(c) hereof.

(ww) “PHA-Assisted Units Shortfall” shall mean the smount by which PHA-Assisted
Units Income plus Operating Subsidies is less than PHA-Assistea Urits Expenses for any period,
provided, however, for purposes of calculating any “PHA-Assisted Uniis Shortfall” there shall
not be taken into account any Operating Subsidies due from, but not paid by, the Authority.

(xx) “PHA Plan” shall mean the annual plan adopted by the Autnorit;and approved
by HUD under the Moving to Work Demonstration Agreement, as amended frein-iime to time,
and upon termination of such Agreement, any successor annual plan and amendments thereto.

(yy) “Price Index” shall mean the “Consumer Price Index for All Urban Consumers”
published by the Bureau of Labor Statistics of the United States Department of Labor, for the
Chicago-Gary-Kenosha, IL-IN-WT area, All Items, (1982-84=100), or any renamed local index
covering the metropolitan Chicago area or any other successor or substitute index appropriately
adjusted.

(zz) “Public Housing Funds” shall mean any funds derived from the federal public
housing programs as described in the Act, including, but not limited to, operating funds, capital
funds and Tenant Housing Payments paid by tenants of the PHA-Assisted Units.
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(aaa) “Relocation Rights Contracts” shall mean those certain CHA Leaseholder
Housing Choice and Relocation Rights Contracts approved by the Board of Commissioners of
the Authority on March 20, 2001 and October 16, 2001, as amended from time to time.

(bbb) “Replacement Reserve” shall mean any replacement reserve required to be
established under the terms of the Mortgage Loans or the CHA Loan.

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

(ddd). “Screening Criteria” shall have the meaning given in Section 3(h).

(ece)” “Special Limited Partner” shall mean SLP, Inc., and its permitted successors and
assigns.

(fff)  “State” slia’l mean the State of Illinois.

(ggg) “Tax Credit Requitements” shall mean any and all matters required by Section 42,
the Affordable Housing Tax Credii Restrictive Covenant or any other agreement made with the
City, whichever is applicable, as-a-condition of receipt of tax credits, whether or not such
requirement is explicitly stated in Sectiofi 42 of the Code or regulations thereunder.

(hhh) “Tax Credit Units” shall mear Gwelling units that qualify as low-income units
under Section 42 of the Code.

(iii)  “Tenant Housing Payments” shall have the meaning given in Section 3(j).
(i)  “Tenant Rent” shall have the meaning given in Section 3().

(kkk) “Tenant Selection Plan” shall mean the Teiant Selection Plan for the
Development as approved by the Authority.

(l)  “Term” shall mean the period that expires upon the later {0 oncur of (i) forty (40)
years from the date of first occupancy of the last PHA-Assisted Unit to be init2ily occupied, or
(i) expiration of the period during which the PHA-Assisted Units are required to be operated as
“public housing” under the Act. For example, such 40-year period may be extended for 10 years
after the end of the last Authority year for which Operating Subsidy is provided by tne’Authonity
on behalf of the Development.

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

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

(a)  Initial Bedroom Distribution. During the Term of this Agreement, and subject
to Section 6, Jazz shall develop and construct and sell to the Owner who will continuously set
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aside, the PHA-Assisted Units as “public housing” units, for occupancy by public
housing-cligible households who will be obligated to pay Tenant Housing Payments in
compliance with and subject to ALl Applicable Public Housing Requirements. Provided that Jazz
has developed and the Owner continues operating the PHA-Assisted Units in accordance with
All Applicable Public Housing Requirements, such units shall be eligible to receive the benefits
of Operating Subsidies to the extent such funds are appropriated by the United States Congress
and otherwise made available to the Authority by HUD pursuant to Section 9 of the Act and the
ACC or pursuant to any successor legislation providing for project-based or tenant-based
operating or rental assistance in respect of units in public housing developments or eligible
occupants thereof. The PHA-Assisted Units (up to a total of 30 units} are initially intended to be
comprised of:

New Construction

1 Bedroowz #inits 10 2 Bedroom Units 8
3 Bedroom Urits 12 4 Bedroom Units 0
Total Maximum Units 30

Any change in bedroom mix shall be subject to the.Authority’s and HUD’s consent.

(b)  Location of Units. 1he PHA-Assisted Units may float among the affordable
housing tax credit units, of which up o 30 units will be PHA-Assisted Units, within the
Development.

(¢)  Over-Income Tenants. Consis'ent, with All Applicable Public Housing
Requirements, a unit shall not lose its status as a PHA Assisted Unit solely because the income
of the tenant residing therein rises above the then applicable public housing income limit or
above the income tier for which such tenant originally qualified; any such unit shall be governed
by rules generally applicable to units occupied by over-income-tenants in the public housing
program and the Tax Credit Requirements. During the Comphanze Period, the PHA-Assisted
Units shall be subject to Tax Credit Requirements and such modifications in lease and occupancy
terms as are permitted hereunder.

(d)  Deconcentration. The foregoing provisions of this Section 2 4= subject to All
Applicable Public Housing Requirements and HUD approvals required thereunder; including but
not limited to requirements relating to the PHA Plan and to final regulations issued 2 24 CFR
Part 903 with respect to deconcentration and integration in public housing (“Deconcentration
Rule”) to the extent applicable to the Development. If the Deconcentration Rule applies to the
Development and the income profile varies from the established income range, upon the written
request of the Owner, the Authority will deliver to HUD an explanation or justification for such
variance, and, if required, the Authority will request from HUD an exception or waiver, to the
extent either is available, of any portion of such regulations that is not consistent with the terms
of this Section 2.

3. Operation of PHA-Assisted Units.

(a)  Compliance with the Act. The Owner shall maintain and operate the PHA-
Assisted Units in compliance with All Applicable Public Housing Requirements. In addition, the
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Owner shall maintain and operate the PHA-Assisted Units in accordance with this Agreement
and any other agreement entered into by the Owner, and approved by the Authority and HUD,
with respect to the Development, operating and/or maintenance of the Development
(collectively, the “Development Documents”). The Owner shall also perform any and all acts
required to enable the Authority to fulfill its obligations to HUD with respect to the PHA-
Assisted Units. The Owner shall take all actions necessary and appropriate to avoid a defanlt (as
defined in the ACC) with respect to the PHA-Assisted Units.

(b)  Prevailing Law. In the event of a conflict among any one or more of All
Applicable Public Housing Requirements and a requirement contained in any Development
Document,” such All Applicable Public Housing Requirements shall in all instances be
controlling. Jii the event of any conflict, during the period when the ACC is in effect with
respect to the PIJA-Assisted Units, between (i) this Agreement; and (i1) the Authority Loan
Documents, thea £~ requirements of this Agreement shall control, except to the extent that a
more restrictive requiierment under the Authority Loan Documents can be enforced without
violating any of the All Applicable Public Housing Requirements, provided that the enforcement
of any such more restrictive requirement shall not impair any rights of the First Mortgage
Lender.

(c)  Authority PHA-Asiis'ed Units Goals. The Authority and the Owner
acknowledge that HUD’s development p:ogram is intended to permit public housing authorities,
in partnership with other public and privare enfities, to address the needs of severely distressed
public housing and to create mixed-income communities. Further, the Authority and the Owner
acknowledge that the goal of achicving long-terr: sustainability of the PHA-Assisted Units as
part of such mixed-income community will be enhazecd by administrative procedures and terms
and conditions of occupancy that reduce discernible @stiactions in operation and maintenance,
and conditions of continued occupancy, between the  PHA-Assisted Units and the
non-PHA-Assisted Units to the greatest extent feasible, while 2ssuring that the PHA-Assisted
Units are available to house families who meet the occupancy objectives of the Authority
described herein and in the Gautreaux Court Orders. Sections3(<) through 3(o) enumerate
certain respects in which operating procedures and other requiremeiits @5 to the PHA-Assisted
Units will differ from those in effect with respect to public housing xuits owned by the
Authority. Subject to All Applicable Public Housing Requirements, the.Axthority and the
Owner agree that, if experience demonstrates a need for or the desirability of further departures
from standard procedures applicable to PHA-owned public housing units, they wil! rensult with
each other and HUD regarding such further modifications and will take such further
implementing steps as they agree to be advisable, including, as appropriate, requests to HUD for
revision or waiver of regulations necessary to permit the Autherity to undertake measures that
erthance the long-term viability of the PHA-Assisted Units as part of a mixed-income
community, or requests to implement statutory revisions made by Congress from time to time
affecting either public housing in general or public housing located within privately-owned
mixed-income communities in particular. The Management Agreement shall also contain a
provision stating that the Authority has a right to require that the Owner shall terminate the
Management Agreement if the Management Agent fails to comply with the terms of this
Agreement, provided that the Owner is given notice and an opportunity to cure in accordance
with Section 11(b).
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The benefits and effects of any applicable waivers pursuant to the Moving To Work
Program, or other legislative and regulatory changes affecting mixed-finance public housing
units, may be made applicable to the Development, after following any procedural requirements.

() Maintenance of Records. The Authority shall remain responsible for
maintaining sufficient records, and taking necessary action(s), to assure HUD that all Authonity
obligations to HUD under All Applicable Public Housing Requirements are fulfilled. However,
where the ACC or other All Applicable Public Housing Requirements require the Authority to
furnish reports, records, statements, certificates, documents or other information to HUD
regarding the PHA-Assisted Units, the Owner shall furnish such reports, records, statements,
certificates Gocuments or other information to the Authority or otherwise satisfy the Authority’s
requests with zespect to such matters, upon reasonable notice. Nothing contained in this Section
shall be constiued. to relieve the Owner of its obligation to maintain its own books and records.
Tt shall be the résponsibility of the Owner to maintain sufficient records, and to take necessary
action(s), to assure conipliance with all obligations relating to the PHA-Assisted Units under the
Development Documents.. Owner shall furnish reports, records, statements, certificates,
documents or other information as necessary in order to comply with the requirements of this
provision.

(¢) Management. Subiec’ to All Applicable Public Housing Requirements, the
Owner will retain the Management Agent for the Development, including the PHA-Assisted
Units, pursuant to the Management Agreenent. which will be subject to written approval by the
Authority and HUD. The management of the PHA-Assisted Units shall be in compliance with
All Applicable Public Housing Requirements, incirding the lease and grievance procedures set
forth in 24 CFR Part 966, as approved by the Autlierity and HUD, and any other applicable
Federal requirements, including the Uniform Relocaist Act (“URA”), if applicable, and the
Affordable Housing Tax Credit Restrictive Covenan:” The Management Agent will be
responsible to the Owner for management of the PHA-Asuisted Units in accordance with the
terms of this Agreement and All Applicable Public Housing #<¢uirements and in accordance
with the Management Plan. The Owner will comply with any appiicuble notices required under
the URA. If required, the Authority will at its expense provide relocztion benefits to tenants
where the URA is applicable. If statutes, executive orders and reguiaticns regarding public
housing are amended or repealed, the Management Plan and approvals oy ‘he Authority and
HUD must be amended to accommodate these changes, if required by such statutes, executive
orders and regulations.

A failure to comply with any material aspect of an approved Management Plan shall
constitute a default under this Agreement entitling the Authority to exercise remedies hereunder,
subject to applicable notice and cure periods provided herein.

The Management Agent shall perform all the duties and responsibilities normally
associated with management of public housing and shall cause the Development, its units,
appurtenances and grounds to be maintained and secured according to standards acceptable to
the Authority and HUD, inciuding, but not limited to, the following as pertaining to the
PHA-Assisted Units: (1) preparing reports as directed by the Authority using the Authority’s
‘Management Information Systems (“MIS™), or any other system mutually agreed upon by the
Authority and Owner, and maintaining office records, books, accounts and reports in a manner

10
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satisfactory to the Authority; (2) as directed by the Authority, using the Authority’s MIS which
may include all functions of the Creative Computer Solutions system (CCS) purchased by the
Authority, including, but not limited to, work orders, housing eligibility, tenant accounting,
accounts payable, general ledger, bank reconciliation, payroll, purchasing, fixed assets, inventory
control and modernization/development. The Management Agent shall use CCS’s MIS (or
replacement software) as provided by the Authority at no cost to the Owner or the Management
Agent. The Authority reserves the right to change the software and also utilize forms and
spreadsheets to input information into the CCS system, provided that any extraordinary operating
cost related thereto shall be paid by the Authority. The Management Agent must inspect all
PHA-Assisted Units annually utilizing the required UPIS (Uniform Physical Inspection
Standard) 31 in conjunction with the annual tenant recertification process, as incorporated in
the Managemant Plan. All UPIS results must be entered into the CCS system.

Subject 1%-4'% Applicable Public Housing Requirements, the Management Plan must be
approved in writing by ihe Owner, the Authority and HUD prior to its implementation and shall
not be amended in any fespect material to the performance of the Owner’s obligations hereunder
without the prior written auproval of the Authority. The Authority shall not unreasonably
withhold its approval of the Management Plan or amendment thereto. The Management
Agreement will contain appropri¢te provisions providing access by the Authority, upon request
therefor, to books and records mzin‘ained by the Management Agent with respect to the
PHA-Assisted Units. The Authority agrées that the initial Management Agent retained by the
Owner will be Heartland Housing, Inc. d/b/a Century Place Development Corp.

Subject to All Applicable Public Housing Requirements, the Owner may replace the
Management Agent at any time with the prior appicval of the Authority; provided, however,
during the Compliance Period, if Owner shall propesz 2 Management Agent in writing, the
Authority may disapprove such proposed Managemert Agent only in writing specifying the
grounds for such disapproval, which grounds shall be limited to reasonable cause, ordinarily
restricted to: (i) insufficient prior experience in managing affordzets or public multifamily rental
housing; (ii) demonstrated poor performance in managing affordable ot public multifamily rental
housing; (iii) litigation or other controversy affecting the Authority; (iv) iaving been debarred or
otherwise held to have violated any law; or (v) any actual or potential conflict-of interest. Failure
by the Authority to state objections to a proposed Management Agent, in wiiting consistent with
the standards established in this Agreement, within thirty (30) days of receipt of Owner’s written
proposal and supporting documentation, shall constitute the Authority’s apprcval. Pending
receipt by Owner of the Authority’s written objections or disapproval as aforesaid, and a
reasonable time thereafter to correct any conditions forming the basis of the Authority’s
objections or disapproval or to propose an approvable Management Agent, the Owner shall be
entitled to manage the Development directly so long as it shall do so in full compliance with the
terms of this Agreement, Notwithstanding the foregoing, following foreclosure, sheriff’s sale
upon execution of a judgment or deed-in-lieu of foreclosure of any Mortgage, or during any.
period in which any of the Mortgage Lenders shall be in possession of the PHA-Assisted Units
as mortgagee-in-possession, any of the Mortgage Lenders or any successor and/or assign in title
thereto shall be entitled to appoint a Management Agent with prior approval by the Authority not
to be unreasonably withheld or delayed for so long as any Mortgage Lender or its successors
and/or assigns shail discharge the obligations of the Owner in full compliance with the terms of

11
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this Agreement and the Management Agent shall perform its obligation‘in accordance with the
Management Plan and the Management Agreement.

() Admission to Occupancy.

()  All admissions to the PHA-Assisted Units shall be in conformity
with the 1995 Revised Agreement Regarding Former Residents of the Lakefront
Properties and the Future Use of Those Properties dated September 22, 1995 (the
"1995 Revised Agreement"), as modified and amended by that certain Order
dated March 18, 2003 issued by the United States District Court for the Northern
District Court of Illinois, Eastern Division (the "2003 Court Order"), and the
Tenant Selection Plan. The Authority will furnish to the Owner a list of persons
wiie shall have first priority to be offered a replacement PHA-Assisted Unit at the
Drevelonment in accordance with the Tenant Selection Plan, the 1995 Revised
Agreerient and the 2003 Court Order ("First Priority Applicants"). Subsequent
priorities ji-admission to occupancy will be consistent with the Gautreaux Court
Orders and the Relocation Rights Contracts. After all of the requirements have
been met, occupancy referrals shall be obtained by the Owner through the
development of a site-based (subjurisdictional) waiting list derived from the
Authority’s public heusing waiting list or, if no such waiting list exists, from a
waiting list created by 2" Owner in conformity with All Applicable Public
Housing Requirements (the "Waiting List"). All prospective tenants, including
First Priotity Applicants, shall.complete housing applications and comply with
required procedures within the tizie‘given (all such procedures and times to be
developed in consultation with the Amnihority). To the extent permitted by law,
the Authority shall defend, protect and ol harmless the Owner, and each person
who controls the Owner, against all losses, claizc, damages, penalties, judgments,
liabilities and expenses (including reasonable atteiney’s fees) that the Owner or
any such person may pay or incur arising out of the cxclusion or alleged exclusion
of any individual from the list of First Priority Applicapts, as such list may be
revised from time to time; provided, however, Public Housing Funds may not be
used for such purpose.

(i)  The Authority delegates to the Owner, subject tc’ro-delegation to
the Management Agent, all administrative functions in connection vvif!i admission
of applicants to occupancy of the PHA-Assisted Units, mcluding application
intake, applicant interview and screening, verification procedures, determination
of eligibility for admission and qualification for preference, record maintenance,
waiting list maintenance, unit assignment and execution of leases, all in
accordance with criteria and procedures approved by the Authority, HUD and in
accordance with All Applicable Public Housing Requirements and the
Management Plan.

(i)  Admission to occupancy into PHA-Assisted Units shall be limited
to First Priority Applicants and subsequent prospective tenants (collectively,
“Eligible Occupants™) who meet the following requirements: (i) for the Term, the
eligibility rules for admission to public housing under All Applicable Public

12
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Housing Requirements; (i) during the Compliance Period and Extended Use
Period, applicable requirements for occupancy under 24 CFR Part 966,
Subparts A and B, and the Tax Credit Requirements; and (iii) the Tenant
Selection Plan. The Management Agent shall establish procedures, which shall
be set forth in the Management Plan, for informal review of eligibility or
suitability determinations or denial of preferences for applicants for admission to
the PHA-Assisted Units, consisting of an opportunity for a meeting with a person
or persons designated by the Management Agent other than the person who made
the initial determination.

(iv) Unless the additional ten (10) year “tail” term set forth in the
Declaration of Restrictive Covenants is waived so as to reduce the otherwise
articable Term hereunder, the system for administering admissions to the PHA-
Assizied Units shall be revised as of March 1, 2033, subject to All Applicable
Public‘H=using Requirements, if and only to the extent necessary to enable
Owner to Jsmonstrate a reasonable likelihood of repaying all Mortgage Loans on
the Developrient {including all debt owned to the Authority) in accordance with
their respective terms, such that by no later than the end of the thirtieth year after
the date of first occupancy of the PHA-Assisted Units, there shall be no need for
the Authority to piovide Operating Subsidies to the PHA-Assisted Units;
provided, however, that piior to amending the system for preferences, Owner will
avail itself of any alternative ~irangements which are then available in order to
demonstrate such reasonable likelihood to repay the Mortgage Loans and the
CHA Loan. The Owner shall sobmit to the Authority for approval, which
approval shall not be unreasonably withheld, delayed or conditioned, a plan
scheduled to become effective as of July' 31, 2033, subject to All Applicable
Public Housing Requirements, to eliminate si:ch need for Operating Subsidy by
the end of the thirtieth year after the date of {irst sccupancy of the PHA-Assisted
Units. For purposes of such plan, the Owner shzli be entitled to budget (and use
in accordance with the budget) Tenant Rents to pay Allewed PHA-Assisted Units
Expenses. Nothing herein is intended to authorize zny deviation from All
Applicable Public Housing Requirements or any preference 1or families that are
not eligible for public housing.

(v)  The Authority will ensure that the material elements of this
Agreement (including but not restricted to, the Waiting List, any site-based
resident selection preferences, and transformation remedies) are reflected in duly
adopted policies of the Authority or duly adopted exceptions to such policies,
effective no later than one hundred and twenty (120) days before units are first
available for occupancy. The Authority will ensure that its Public Housing
Agency Plan, prepared in accordance with Section 5A of the Act, as it may be
amended during the Term of this Agreement, includes such references to and
provisions for the Development and its operations as may be necessary or
appropriate to ensure that the provisions of this Agreement and the operating
policies of the Development (including, but not restricted to, the Waiting List, any
site-based resident selection preferences, and transformation remedies) are
recognized by HUD. To the extent not provided at the Authority’s website, the

13
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Authority will provide to Owner (1) a copy of any proposed Public Housing
Agency Plan, or amendment thereto, no later than the time public notice is given
pursuant to Section 5A(e)(2) of the Act, and (2) a copy of its Public Housing
Agency Plan and all amendments thereto, as adopted, within thirty (30) days of
adoption, and shall make good faith efforts to provide earlier notice of
contemplated changes to the Public Housing Agency Plan which would materially
affect the Owner.

(g)  Preference System. The Authority, in accordance with All Applicable Public
Housing Requirements, hereby authorizes the Owner to establish the Waiting List. The Owner
shall select prospective tenants from the Waiting List subject to All Applicable Public Housing
Requirements, the Tenant Selection Plan, Tax Credit Requirements and the Affordable Housing
Tax Credit Restiictive Covenant. The Authority shall provide the Owner in a timely manner
with its waiting lis{ &7'qualified tenants for occupancy of the PHA-Assisted Units.

(h)  Screeniiig Criteria. Screening Criteria and procedures established by the Owner
to be utilized by the Managerent Agent with respect to admissions to all units in the PHA-
Assisted Unils are set forth in tae Management Plan. The Screening Criteria will not necessarily
be identical to those utilized by (the'Authority with respect to traditional public housing units
owned by the Authority. The Screening Criteria and procedures shall comply with the Fair
Housing Act, 42 U.S.C. 3601-19, and regplations issued thereunder, 24 CFR Part 100; Executive
Order 11063 (Equal Opportunity in Hcusirg) and regulations issued thereunder, 24 CFR
Part 107; the fair housing poster regulations, 24 CFR Part 110, advertising guidelines and
24 CFR Part 109, and All Applicable Public Housing Requirements.

(i) Tenant Leases. Tenant leases executrd for PHA-Assisted Units shall be on
forms proposed by the Owner and approved by the Authority which meet the terms and
conditions of this Agreement, conform to All Applicable Public Housing Requirements and the
City of Chicago Residential Landlord and Tenant Ordinance (Clicago Municipal Code, Title 5,
Chapter 12). In addition, such leases shall be subject to any required 1D approval of variations
from the requirements of 24 CFR Part 966, Subparts A and B, as amended or replaced from time
to time. All Tenant Leases for PHA-Assisted Units shall include provisions siipulating to (1) the
respective lease provisions exclusively applicable to the PHA-Assisi=d’ Pnits by HUD
regulations and requirements, including those lease and grievance procedures ander 24 CFR
Part 966, Subparts A and B, and (2) notice and lease termination provisions involving diminution
or termination of Operating Subsidies, excluding termination caused by Owner defauit.

To the extent that applicable statutes and HUD regulations governing the calculation of
rent payable by tenants of public housing currently or hereafler in effect provide discretion to
public housing authorities in matters such as inclusions or exclusions from income, minimum or
ceiling rents, or other matters affecting the calculation of rents, such discretionary determinations
made by the Authority with respect to all public housing units assisted by the Authority shall be
applicable to the PHA-Assisted Units, except as otherwise provided in the approved
Management Plan, Management Agreement or form of tenant lease for the PHA-Assisted Units.

Tenant leases shall provide for increases in Tenant Housing Payments and other actions
required to increase income from the PHA-Assisted Units under the circumstances contemplated

14
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in Section 6 hereof, subject to All Applicable Public Housing Requirements, applicable statutes
and HUD regulations, and the Tax Credit Requirements. These other actions contemplated by
Section 6 may include (1) an increase in Tenant Housing Payments and an option to the then
currently residing tenant(s), if eligible, to remain residing in the PHA-Assisted Unit at the
Development paying the higher rent; or (2) the Authority issuing Housing Choice vouchers or
any successor arrangement to the then currently residing tenant; or (3) relocation to a public
housing unit at another location. Tenant leases shall advise tenants of the potential impact on
them if a public housing transformation occurs as described in Section 6.

)  Tenant Housing Payments, Tenant Rents and Utility Allowances. The tenant
housing pzvnients (“Tenant Housing Payments™) for occupancy in the PHA-Assisted Units shall
be 30% of the intal tenants’ adjusted income or such other limit on total tenants® adjusted income
in accordance with All Applicable Public Housing Requirements, provided that any higher limit
on total tenants’ adusted income shall not be used unless and until such higher limit has been
approved by the Authority. The Tenant Rent (“Tenant Rent”) is equal to the total Tenant
Housing Payment minus the Utility Allowance (if any) applicable to the PHA-Assisted Unit and
shall be paid to the Owner Uy the tenants for deposit as provided in Section 5(c). If the Utility
Allowance is greater than the/Tenant Housing Payment, the tenant shall be entitled to a Utility
Reimbursement equal to the amount by which the Utility Allowance exceeds the Tenant Housing
Payment. The Authority shall pay theamount of such excess (i.e. “negative rent”) directly to the
tenant.

(k)  Procedure for Requesting Waivers. If at any time during the Term of this
Agreement HUD shall, by regulation or other admynistrative rule applicable to the PHA-Assisted
Units (which regulation or rule is not required by-statute), modify the eligibility or suifability
standards, including preferences, for occupancy of pueilc housing units, the criteria or methods
for calculation of applicant or resident income or contritutiop-4o rent, or any other factor bearing
upon the charges for or occupancy or use of public housing vnits generally which, in the absence
of waiver, would be applicable to the PHA-Assisted Units and which, in the judgment of the
Owner would be adverse to the PHA-Assisted Units, the Authority <nall request a waiver from
HUD from such regulation; provided, however, the Authority need not request such waiver if in
the Authority’s reasonable judgment the waiver would be inconsistert with then—current
Authority policies or procedures applicable to mixed-financed developmenic o4 tiie Authority. If
the Authority does not seek a waiver as contemplated in the immediately prececirg sentence, the
Authority agrees to work with the Owner to mitigate any adverse economic consequance of such
regulation or other administrative rule for the PHA-Assisted Units.

The benefits and effects of any applicable waivers, pursuant to the Moving To Work
Program, or other legislative and regulatory changes affecting Mixed-Finance public housing
units, may be made applicable to this Development afier following any procedural requirements.

()  Tenant Grievance Procedure, The Owner, with Authority approval, shall
establish a tenant grievance procedure, in accordance with All Applicable Public Housing
Requirements (including, but not limited to, HUD’s implementing regulations at 24 CFR Part
966, Subpart B, as may be amended from time to time), for tenants of the PHA-Assisted Units in
compliance with the requirements of Section 6(k) of the Act and consistent, to the maximum
extent feasible, with the intent stated in Section 3(b) above. Such procedures will provide for
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informal discussion and settlement of grievances by the Management Agent and hearing before a
hearing officer or hearing panel appointed in accordance with procedures to be detailed in the
Management Plan. It shall be the responsibility of the Owner to revise the tenant lease as
required by changes in All Applicable Public Housing Requirements and State law. In the event
of repeal or modification of Section 6(k) of the Act, the grievance procedures made available by
the Owner to tenants of the PHA-Assisted Units may be terminated or modified in conformity
with such changes with the Authority’s consent, which consent shall not be unreasonably

. withheld.
(m)  Low Income Housing Tax Credit Requirements.

(1) The Authority acknowledges that the PHA-Assisted Units are also
supiect to the Tax Credit Requirements and will be operated in accordance
tiiesévith. The Authority will not disapprove (with respect to the PHA-Assisted
Units) =nv-policy of Owner that is permitted under All Applicable Public Housing
Requiretaents and required for compliance with the Tax Credit Requirements.
The Owner ard the Authority will take such actions as are necessary to set ceiling
rents or “flat rents” for the PHA-Assisted Units at a level not to exceed that
permissible for qualified low-income units under the Tax Credit Requirements,
and the Owner will nét <ollect rents for such units in excess of such levels.

(i)  The Authority agrees not to take any action, or to omit to take any
action, within its control and power under the laws of the State of Illinois, with
respect to the PHA-Assisted Units, if the effect of such action or inaction would
cause the Owner to violate the Tax £redit Requirements as applied to the PHA-
Assisted Units.

(ili)  Notwithstanding anything to the contrary in this Agreement, it is
the intent of the Authority and the Owner tha! gayments will be made to and
retained by the Owner under this Agreement only (o the extent they constitute
“qualifying rental assistance” as defined in Section 1 12-16 of the Treasury
Regulations.

(n)  Real Estate Tax Abatement/Exemption. The Authority shali take such action
as may be required to enable the PHA-Assisted Units to qualify for an abziemnent and/or
exemption of real estate taxes, including approval of a certificate of Real Estate Ta. /ibatement
in accordance with the Tilinois Revenue Code, 35 ILCS 200/18-177 (1999), as the same may
hereafter be amended; provided that the Authority’s obligation shall be conditioned on the timely
submission to the Authority by the Owner of all required documentation.

(0)  Monitoring by the Authority. Notwithstanding the Owner’s agreement to
perform the obligations set forth in this Agreement, the Authority remains legally responsible to
HUD under the ACC for ensuring that the Owner (either directly or through its general contract
or, management agent or other agent) develops, operates and maintains the PHA-Assisted Units
in accordance with All Applicable Public Housing Requirements. In addition, the Authority
shall monitor the Owner’s performance for compliance with prevailing State and local laws
relating to the public housing,
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(p)  Special Provisions Regarding Operation of PHA-Assisted Units as
Condominium Property. The Owner agrees to exercise its voting rights as the owner of
condominium umits in a manner that does not prejudice the PHA-Assisted Units or otherwise fail
to protect the ability of the Owner to operate the PHA-Assisted Units as public housing in
accordance with All Applicable Public Housing Requirements.

4. PHA-Assisted Units Operating Subsidy.

()  Annual Submission of Operating Budget and Schedule of Capital
Expenditures. For purposes limited to documentation and annual budget projections with
respect to_*ie, PHA-Assisted Units, a Development Operating Budget is required as described
herein. No {cconciliation of income and expenses shall be required with respect to the
Development &s.4 whole.

Not later than-sixty (60)days prior to the anticipated date of first availability for
occupancy of any PHA-Assisted Unit, and not later than ninety (90) days before the first day of
each subsequent Authority Fizcal Year, the Owner shall submit to the Authority its proposed
Development Operating Budget for the following Development Fiscal Year (or, in the case of the
year in which first availability fo’ occupancy occurs, the remainder thereof). The Development
Operating Budget shall include projections of Estimated Allowed PHA-Assisted Units Expenses,
Estimated PHA-Assisted Units Experises and Estimated PHA-Assisted Units Income for the
period (collectively referred to herein as the “PHA-Assisted Units Operating Budget”) and may
include proposed withdrawals from Reserves to meet operating requirements. In addition to the
PHA-Assisted Units Operating Budget, the Owner.may submit to the Authority a schedule of
any capital expenditures proposed to be made dusing the next Development Fiscal Year with
respect to the PHA-Assisted Units, together with 4 schedule of existing balances in, and
anticipated deposits to be made into, the Replacement-ieserve allocable to the PHA-Assisted
Units.

(b)  Authority Review and Approval of PHA-Assisted Units Operating Budget.
Not later than sixty (60) days after receipt thereof, the Autherity shall approve the Owner's
proposed PHA-Assisted Units Operating Budget or provide to the” Owner in writing an
explanation as to the reasons the proposed PHA-Assisted Units Operating Buucet has not been
approved. The parties shall make reasonable good faith efforts to agree on the PHA-Assisted
Units Operating Budget, subject to All Applicable Public Housing Requirements.

If following reconciliation efforts, the Authority does not approve the Owner's proposed
PHA-Assisted Units Operating Budget, the Methodology to Determine Reasonableness of
Proposed Expenses as set forth in Exhibit B attached hereto shall be implemented promptly.
Pending the results of such methodology, if the total Estimated PHA-Assisted Units Expenses set
forth in the proposed budget do not exceed the total Estimated PHA-Assisted Units Expenses for
the current Development Fiscal Year by more than 10%, the proposed budget shall constitute the
PHA-Assisted Units Operating Budget for the next Development Fiscal Year. Pending the results
of such methodology, if the total Estimated PHA-Assisted Units Expenses set forth in the
proposed budget exceed the total Estimated PHA-Assisted Units Expenses for the current
Development Fiscal Year by more than 10%, the PHA-Assisted Units Operating Budget for the
next Development Fiscal Year shall be the total Estimated PHA-Assisted Units Expenses for the
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current Development Fiscal Year increased by 10%. The parties agree that the results of such
methodology shall be the basis for determining total Estimated PHA-Assisted Units Expenses in
the Owner’s PHA-Assisted Units Operating Budget for the next Development Fiscal Year.

To the extent an approved Development Operating Budget includes withdrawals from
Reserves to meet operating requirements, no additional Authority approval shall be required with
respect to the release of such Reserves.

(c)  Authority Review and Approval of Proposed Capital Expenditures. Not later
than sixty (60) days after receipt thereof, the Authority shall either approve the Owner's proposed
schedule of capital expenditures to be paid or incurred with respect to the PHA-Assisted Units or
the Developrment during the next Development Fiscal Year or provide to the Owner in writing an
explanation as o +he reasons the proposed expenditures have not been approved. The parties
shall make reasonacie efforts to agree on a schedule of capital expenditures. The Authority shall
be responsible for paviag, or reimbursing the Owner for, the cost of approved capital
expenditures set forth or such schedule in a manner to be agreed upon by the Owner and the
Authority at such time, except. to the extent the funding therefor is available from the
Replacement Reserve. In addition.if at any time during a Development Fiscal Year unscheduled
or unbudgeted capital expenditures are required to be paid or incurred with respect to the PHA-
Assisted Units, the Owner may submit-a request to the Authority to pay the same; provided,
however, the Authority agrees to approve «ny capital expenditure proposed by the Owner only if
such capital expenditure is required to causc-the PHA-Assisted Units to comply with any
applicable building or housing code, except ia-the extent the funding therefor is available from
the Replacement Reserve. With the exception oi zapital expenditures required to comply with
applicable building and housing codes, the Authoiity shall not be required to advance funds
under this Section 4(c) unless the Authority has received not less than five (5) months’ prior
written notice thereof.

(d)  Authority Payment of Operating Subsidy. Durng the Term of this Agreement,
Owner shall develop the units in the Development and operate the PA-Assisted Units at rents
and subject to all other conditions of All Applicable Public Housing Requirements. Provided
that the Owner continues operating the PHA-Assisted Units in accordance with All Applicable
Public Housing Requirements, and in accordance with the terms of this Agreeinent, such units
shall be eligible to receive the benefit of the Operating Subsidy to the exteri sich funds are
appropriated by the Congress and otherwise made available to the Authority pursuar? to Section
9(e) of the Act, or pursuant to any successor legislation, and as more specifically set forth in this
Section 4. If these conditions precedent have been met, the Authority shall pay to the Owner in
advance no later than the eighth calendar day of each month, by electronic wire transfer, an
Operating Subsidy in the amount of $340 per month, as may be adjusted under this Section 4(d),
for each PHA-Assisted Unit that meets the following criteria (i) a temporary certificate of
occupancy has been issued for the building in which the PHA-Assisted Unit is located, (ii) the
PHA-Assisted Unit was inspected and approved by the Authority for initial occupancy, including
a determination that the PHA-Assisted Unit meets HUD’s Housing Quality Standards, and (iii)
except as provided below, the PHA-Assisted Unit is actually occupied under an executed lease
with an Eligible Occupant. The Owner’s right to receive payments of the Operating Subsidy due
after the then-current month is not assignable by the Owner, and any attempted assignment
thereof is void and of no force or effect. Operating Subsidies shall also be payable with respect
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to vacant PHA-Assisted Units, but only for a period of not to exceed sixty (60) days. A PHA-
Assisted Unit shall be deemed vacant (i) commencing on the first day for which rent is not
charged for the unit following completion or termination of occupancy as a PHA-Assisted Unit,
and (ii) ending on the day preceding the first day for which rent is charged for such unit based on
occupancy or re-occupancy as a PHA-Assisted Unit, or the first day for which rent is charged for
occupancy as an PHA-Assisted Unit of a different unit which was not previously occupied as a
PHA-Assisted Unit, whichever shall first occur.

The Operating Subsidy shall be subject to annual increases at each anniversary of the date
of the execution and delivery of this Agreement. The rate of each annual increase shall equal the
lesser of (iX two percent (2%), or (if) the annual percentage increase, if any, in the Price Index.
In the event t'ic Price Index is discontinued, a comparable index shall be used to determine any
increase. The anionnt of annual increase shall be the product of (i) the Operating Subsidy for the
year just ended mutiplied by (ii) the rate of annual increase. Any annual increase in Operating
Subsidy approved by ih= Authority in connection with the Owner’s annual submission of the
Development Operating Rudget pursuant to Section 4(a) shall operate in licu of the automatic
annual increase herein proviaeid.

(¢)  Security Deposits. Tae Owner will require all tenants of PHA-Assisted Units to
provide a security deposit in atcerdance with the approved Management Agreement,
Management Plan and form of tenant l¢asedor the PHA-Assisted Units. The Owner shall deposit
the security deposits in an interest-bearing secrity deposit escrow account for the benefit of the
tenant and the Owner. At the Owner’s optiot: to the extent permitted by law, these funds may be
used to pay rent or make repairs to any assigned THIA-Assisted Unit for tenant-caused damages
beyond normal wear and tear where the tenant or tie“Authority fails to make timely payments.
The Owner agrees to provide to the Authority promypt written notice describing any use of
security deposit moneys for the purposes described in tisis Section 4(e). Any payments made by
Authority or the tenant to reimburse the Owner for rent or damages, for which the Owner had
used funds deposited in the security deposit escrow account,shall be used to replenish the
security deposit escrow account. Within thirty (30) days afier the expiration or earlier
termination of each Lease, Owner shall return the unused portion of thi security deposit to the
tenant in accordance with applicable law.

(f)  Operating Account. Operating Subsidy payments received froin the Authority
and funds drawn from the Subsidy Carryover Reserve Account or the PHA Tenant Rent Reserve
Account, as provided herein, together with all other PHA-Assisted Units Income, shall be
deposited by the Owner in one or more Development-wide operating accounts maintained in a
financial institution whose deposits are insured by an agency of the Federal Government.

(g)  Public Housing Capital Fund. If capital assistance is available to the Authority
from time to time under Section 9(d) of the Act or any successor thereto, which the Authority
may discretionarily provide to the Development, then the Authority agrees to give reasonable
consideration to any request by Owner for such assistance.

(h)  Other HUD Funds. If the PHA-Assisted Units are eligible for federal assistance
other than under the Operating Fund or Capital Fund provided for in Section 9 of the Act or any
successor thereto (including, but not restricted to, funds for resident participation, resident
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services, drug elimination activities, or security), at the Owner’s request the Authority may
endeavor, in its absolute discretion, to obtain such assistance (separately or as part of a general
Authority funding request) and shall pass through to the Owner {or directly provide services
representing) any portion thereof received and properly allocable (with due regard for need
factors applicable to such assistance) to the PHA-Assisted Units, upon receipt from the Owner of
such plans, documentation or assurances as are necessary to comply with All Public Housing
Requirements relating to such assistance.

(i) Section 42 Compliance. In order to assure compliance with Tax Credit
Requiremenfs, notwithstanding anything to the contrary set forth in this Agreement, in any
Development Fiscal Year all or part of which is included in the Compliance Period and in which
Operating Sdbsidly payments are made to Owner, the sum of PHA-Assisted Units Income,
Operating Subsicy payments and any net withdrawals from the Subsidy Carryover Reserve
Account and the PEA Tenant Rent Reserve Account for operating purposes shall not exceed the
PHA-Assisted Units Expenses for such Development Fiscal Year. In the event that the annual
financial statements required to be provided by the Owner to the Authority pursuant to Section
7(b) below demonstrate that tie above-described sum exceeded the PHA-Assisted Units
Expenses for any year covered by the preceding sentence, then any portion of the Operating
Subsidy payment causing such overage (“Excess Operating Subsidy”) shall be promptly
deposited into the Subsidy Carryover Reserve Account.

a. Reserves.

(a)  Administration. The Owner or ke Anthority, as the case may be, shall establish
any reserve described in this Section 5 in one or moie financial institutions reasonably acceptable
to the Authority and such reserves shall be used as pernatied by this Agreement. To the extent a
PHA-Assisted Units Shortfall occurs, funds shall first be dzawn from the Subsidy Carryover
Reserve Account as provided herein to remedy such Shortfali until the Subsidy Carryover
Reserve Account has been reduced to zero; and then, funds shall'be drawn from the PHA Tenant
Rent Reserve Account as provided herein until the PHA Tenant Rept Reserve Account has been
reduced to zero.

(b)  Subsidy Carryover Reserve Account.

(1) Deposits. The Owner shall return to the Authority apy excess of
PHA-Assisted Units Income (plus Operating Subsidies) over PHA-Assisted Units
Expenses, up to the amount of Operating Subsidy payments received by the
Owner for such year, for deposit into a “Subsidy Carryover Reserve Account.”
Such amount shall be deposited on an annual basis within thirty (30) days after
the date audited financial statements are provided by Owner to Authority in
accordance with Section 7(b) hereof. Interest eamed on this account shall be
reinvested in the account and shall be available for use as described herein.

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

(i) Withdrawals. The Owner may request withdrawals from the
Rubsidy Carryover Reserve Account in connection with its annual budget in
a¢rardance with Section 4(a), or in accordance with the annual reconciliation
deserived in Section 7(c) or at any other time such as, for example, to pay any
required condominium assessment. In any case, the Owner will provide to the
Authority/ documentation establishing the need therefor, and the Authority shall
disburse the amonnt of the PHA-Assisted Units Shortfall which is demonstrated
to exist to the ‘easenable satisfaction of the Authority. Any disapproval by the
Authority shall be accompanied by sufficient documentation so as to enable the
Owner to determine the Authority’s rationale for such disapproval. All
withdrawals from the Suksidy Carryover Reserve Account are subject to the
annual reconciliation process sci forth in Section 7(c).

PHA Tenant Rent Reserve Accoupi.

() Deposits. Al Tenant Rexts shall be collected by the Owner and
deposited into a non-assignable, interest bearing account designated as the “PHA
Tenant Rent Reserve Account.” Rent collected by the Owner during a month
shall be deposited no later than the fifth busiazcs day of the next succeeding
month. Interest earned on this account shall be reinvesied in the account and shall
be available for use as described herein.

(i)  Establishment and Ownership. The PHA Terant Rent Reserve
Account shall be maintained as a subaccount of the Authority’s general fund.
Funds placed in the PHA Tenant Rent Reserve Account (including interest
thereon) shall constitute restricted trust funds to be applied during the Term of
this Agreement solely for the benefit of the PHA-Assisted Units in accordance
with the terms and conditions hereof. Unless and untit paid over to the Owner for
use in operations, funds in the PHA Tenant Rent Reserve Account shall remain
the property of the Authority. Upon any sale or transfer of the Owner’s interest in
the Development during the Term of this Agreement, amounts remaining in the
PHA Tenant Rent Reserve Account shall continue to be available to assist the
PHA-Assisted Units, in accordance with this Agreement. Upon termination of
this Agreement, any funds in the PHA Tenant Rent Reserve Account shall be
released to the Authority free of any trust established pursuant to this Agreement.
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(iii)  Withdrawals. The Owner may request withdrawals from the PHA
Tenant Rent Reserve Account (A) in connection with its annual budget in
accordance with Section 4(a), (B) in accordance with the annual reconciliation
described in Section 7(c), (C) as required to pay capital costs attributable to the
PHA-Assisted Units in accordance with All Applicable Public Housing
Requirements, (D) to pay any required condominium assessment, or (E) at any
other time. In any case, the Owner will provide to the Authority documentation
establishing the need therefor, and the Authority shall disburse the amount of the
PHA-Assisted Units Shortfall (or required withdrawal for capital costs) which is
demonstrated to exist to the reasonable satisfaction of the Authority. Any
disapproval by the Authority shall be accompanied by sufficient documentation so
45 to enable the Owner to determine the Authority’s rationale for such
disapproval. All withdrawals from the PHA Tenant Rent Reserve Account are
subjact to the annual reconciliation process set forth in Section 7(c).

vy~ Ceiling. If at any time the fund balance in the PHA Tenant Rent
Reserve Ac¢oupt together with the fund balance of the Subsidy Carryover
Reserve Account sita'l exceed an amount equal to two times the current year’s
budgeted PHA-Assistsd Units Expenses, such excess shall be released from the
PHA Tenant Rent Rescrve Account to the Authority free of any trust.

Operating Deficit Reserve Aczcount.

(i)  Deposits. In accordance with the Partnership Agreement, the
Owner will create an operating reserve and a lease-up reserve (collectively, the
“Operating Deficit Reserve Account”). < Tae Operating Deficit Reserve Account
will be funded initially with equity and wilinot be replenished with Public
Housing Funds.

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

(iiiy ~ Withdrawals. The Partnership Agreement goveras withdrawals
made from the Operating Deficit Reserve Account.

Affordabilify Reserve Account.

(1) Deposits. In accordance with the Partnership Agreement, the
Owner will create an Affordability Reserve. The Affordability Reserve will be
funded in installments described in the Partnership Agreement. No Public
Housing Funds will be used to fund or replenish the Affordability Reserve.

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

(iii)y  Withdrawals. As provided in the Partnership Agreement, the
Affordability Reserve may be used by the Owner to cover operating deficits on
the PHA-Assisted Units. The Partnership Agreement governs withdrawals from
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this reserve. In accordance with Section 6(c), the Owner covenants to the
Authority to use all withdrawals from the Affordability Reserve only for purposes
relating to the Development, which may include the repayment of Development-
related debt upon disposition of the Development, expiration of the Tax Credit
Requirements, and/or expiration of the Declaration of Restrictive Covenants.

§)) Reserve Funds for Replacements.

(i)  Deposits. As required by the Partnership Agreement, the Owner
will create two reserve funds for replacements — a PHA-Assisted Unit Reserve
Fund for Replacements and a non-PHA-Assisted Unit Reserve Fund for
Replacements. Each Reserve Fund for Replacements will be funded at the greater
of £i) $250 per dwelling unit per year (increasing annually as provided in the
Pariresship Agreement) or (i) an amount required by the First Mortgage Lender.
Consisient with Section 1(h)(vi), Public Housing Funds may not be used to fund
or replenick-ihe non-PHA-Assisted Unit Reserve Fund for Replacements, but may
be used to (mike deposits into the PHA-Assisted Unit Reserve Fund for
Replacements.

(i)  Establiskment and Ownership. ~ Each Reserve Fund for
Replacements is establiched and owned by the Owner. The PHA-Assisted Unit
Reserve Fund for Replacen.ents-is considered to “belong to the development™ and
upon disposition of the Develonment, expiration of the Tax Credit Requirements,
and/or expiration of the Declaratior of Restrictive Covenants, amounts in such
reserve fund shall continue to be uscd/ior replacement expenditures with respect
to the PHA-Assisted Units in accordarcé with clause (iii) below. Upon casualty
or condemnation without restoration of the Development, or in the event the
PHA-Assisted Units are no longer operated a: susn, the PHA-Unit Assisted Unit
Reserve Fund for Replacements will be paid to thie Anthority and constitute funds
of the Authority with no obligation on the part of the &uthority to return or remit
such funds. If and to the extent the number of PHA-Assicted Units assisted under
this Agreement decreases for any reason whatsoever, the aniount required to be
held hereunder in the PHA-Assisted Unit Reserve Fund for kepincements shall be
proportionately reduced, and the excess shall be paid to the Authority and
constitute funds of the Authority with no obligation on the part of tiie Authority to
return or remit such funds.

(iii)  Withdrawals. The Partnership Agreement governs withdrawals
from each Reserve Fund for Replacements. Each Reserve Fund for Replacements
is to be used for replacement expenditures approved by the lenders (including the
Authority) and, in certain cases, the Special Limited Partner.

6. Public Housing Transformation.

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

Authority.

(b)  Application of the Act. Subject to Section 6(d), nothing contained herein shall
prevent or diminish the full application to the PHA-Assisted Units of any legislation enacted
after the date hereof, including provisions for the termination of operating subsidies under
Section 9 ¢ the Act or of other Federal project-based assistance to public housing developments,
including, wiibeut limitation, any provision thereof releasing or otherwise modifying occupancy
or tenant rent resiictions previously applicable to tenants in such PHA-Assisted Units.

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

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

(1} Withdrawals from Reserves. If the PHA-Assistzd Units Income
plus all forms of financial assistance made available in respect of-cuch units
(including, without limitation, the Operating Subsidies, other project-based or
tenant-based operating or rental assistance or subsidies, or other contributions by
or on behalf of the Authority), are less than PHA-Assisted Units Expenses, the
Owner shall request withdrawals from the Subsidy Carryover Reserve Account
and the PHA Tenant Rent Reserve Account (in that order of priority) in order to
assure that such PHA-Assisted Units Income plus withdrawals from reserves is
sufficient to cover PHA-Assisted Units Expenses and to insure continued
operation of the PHA-Assisted Units as required hereunder. Amounts due to the
Owner shall be paid within thirty (30) days.

(i)  Adjustments to Income and Expenses. If (A) the quarterly
statements of income and expenses for the Development delivered pursuant to
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Section 7(a) shall indicate a cumulative operating loss attributable at least in part
to the PHA-Assisted Units over a period of two successive quarterly petiods,
taking into account all payments of Operating Subsidies made by the Authority
during such period, and the Owner reasonably forecasts that such operating loss
will continue for the next two quarterly periods, or (B) if a cumulative operating
loss attributable at least in part to the PHA-Assisted Units is reasonably forecasted
to occur for the next two quarterly periods, then the Owner may avail itself of the
provisions of Paragraph (iv) and Paragraph (v} below, but only if the Owner also
utilizes Paragraph (ii1).

(i) Cost Cutting Plan. The Owner shall undertake in good faith to
develop a plan to reduce Development operating expenses (but not to the
nlivsical, operational or financial detriment of the Development). However, the
Owocr, shall not be required to seek to reduce maintenance, renewal and
replaceinent and other Development operating expenses below a prudent level or
below the tevel of such expenses incurred for other comparable units managed by
the Management Agent subject to Section 42 of the Code as a condition to, or as a
preferred corrective.action to, seeking to increase income from Tenant Rents in
accordance with the iollowing paragraphs, nor shall the Owner be required to
reduce the managenieni fee below market levels; to reduce resident services
expenditures below that-<eduired to support the resident population; to reduce
services and amenities below that required to competitively market to, and retain,
residents; or in a manner which would violate any Mortgage Loan obligations,
any of the All Applicable Public Housing Requirements or the Tax Credit
Requirements.

(iv)  Adjust Income Mix on Tarnover. The Owner and the Authority
shall take such steps as may be necessary and. in sccordance with All Applicable
Public Housing Requirements, and subject to the Tax Credit Requirements, to
increase the income level of new tenants admitted ‘o the PHA-Assisted Units
including admitting public housing-eligible families haviag higher income levels
than would otherwise receive priority under the system ot preievences used by the
Authority and/or applicable to the Development.

(v)  Cooperation of the Authority and the Owner. In order to facilitate
the rental of units in the Development to public housing-eligible families having
higher income levels as provided in the preceding paragraph, the Authority will
offer other public housing units or Housing Choice Vouchers, to the extent
available to the Authority, to sufficient tenants in the Development so as to
encourage lower-income tenants to vacate the Development in favor of higher
income public housing eligible families. This preference shall be reflected in the
Authority's Section 8 program plan. In addition, in order to facilitate such
purpose, the Owner agrees to use reasonable efforts to make available (subject to
income and other qualifications) a designated tax credit unit to any lower-income
tenant affected as a consequence of actions taken pursuant to this Section 6 and to
whom a Housing Choice Voucher has been assigned.
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()  Transformation. In the further event that at least six months after delivery of the
quarterly statements referred to in Section 6(d)(ii), all such actions by the Owner and the
Authority are insufficient to eliminate the PHA-Assisted Units Shortfall on an ongoing basis, and
in accordance with Section 35(h) of the Act (42 U.S.C. 1437z-7(h)), if as a result of a reduction
in appropriations under Section 9 of the Act, or any other change in applicable law, the Authority
is unable to fulfill its contractual obligations to the Owner with respect to the PHA-Assisted
Units under this Agreement or the Authority otherwise defaults in its obligations as provided,
and subject to the notice and cure as set forth, in Section 12, and the measures taken pursuant to
paragraph (d) of this Section have proven to be insufficient to preserve the viability of the PHA-
Assisted Units, the Owner may deviate, under procedures and requirements developed through
regulations by HUD, from otherwise applicable restrictions under the Act regarding rents,
income eligibility and other areas of public housing management with respect to a portion or all
of the PHA-Asssted Units, to the extent necessary to preserve the viability of these PHA-
Assisted Units whiic maintaining the low income character of the PHA-Assisted Units to the
maximum extent pracicavle; provided, however, (A) the flexibility provided by Section 35(h) of
the Act is limited to mixed income projects involving a “significant number of units other than
public housing units,” the Orwrer and the Authority acknowledge that HUD has not issued
regulations as of this time to implsient the authority set forth in Section 35(h} and, thus, has not
yet established a regulatory standerd-for determining which mixed income developments may
qualify for the flexibility provided by Section 35(h); and (B) HUD expects to require housing
authorities that have entered into reguiatsry and operating agreements with qualifying mixed
income developments to submit for HUD aupreval a Transformation Plan specifying how the
Section 35(h) remedies will be implemented-svith respect to the project. T he requirements
governing the content of the Transformation Pizn.-and HUD’s standards for reviewing and
approving these plans, will be established as part of anetice and comment rulemaking.

H Preservation and Transformation Plan.

® Before the Qwner may exercise i(s vights under Section 6(¢), the
Owner and the Authority shall develop and agres”upon a Preservation and
Transformation Plan which satisfies All Applicable Public Housing Requirements
and sets forth in detail the nature and priority of different remedial actions to be
taken, the rights of existing tenants affected thereby, and otiir islevant matters.
Such plan must be reasonably likely to ecliminate any PHA-Acsisted Units
Shortfall while maximizing the availability of PHA-Assisted Unils) for low-
income and very-low income families and minimizing the adverse effects on
existing tenants. The parties recognize that this is a complex balance involving a
choice between, for instance, greater change affecting fewer units or a smaller
change affecting many units.

(iiy  The Owner and the Authority shall make diligent efforts in good
faith to agree upon a Preservation and Transformation Plan, after notice to and
appropriate discussion with the residents of the PHA-Assisted Units. If the
Owner and the Authority shall fail to agree prior to the Owner being entitled to
exercise remedies in accordance with Section 6(¢) or within sixty (60) days of the
Owner proposing such a Plan (whichever is later), the Owner may proceed to
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implement its Plan. All such plans shall be specifically subject to HUD’s
approval to the extent required by All Applicable Public Housing Requirements.

(i) Any Preservation and Transformation Plan shall provide as
follows, in addition to any provisions required by (and to the extent not
inconsistent with) All Applicable Public Housing Requirements:

(A) Revisions in the rent siructure may require some
households to pay more than 30% of their adjusted household income
and/or may impose a higher minimum rent applicable to all households.
The Owner shall give the Authority and each affected household at the
Development written notice of the new rent structure, which shall be
effective no sooner than thirty (30) days following such notice.

(B) To the extent that the Authority is reasonably able to
provide substitute housing (Section 8 or public bousing) to households
unableto pay the rent which the Owner has specified for such household’s
adjustcd-gross income, the Authority shall offer such substitute housing
and the Ownér may require such houschold to vacate its unit at the
Development, bt no sooner than permitted under All Applicable Public
Housing Requircmanis.

(C)  All expinsés to be incurred in relocating residents shall be
provided for in the Plan.

(g)  Restoration of Units. If, subsequent to-institution of remedial steps described
above, the Operating Subsidies, the resources provided harcunder, and any other resources made
available shall support operation on a continuing basis of allor a portion of the number of PHA-
Assisted Units in a manner that prevents a PHA-Assisted Unit Speortfall, the obligation of Owner
to so operate such number of units as public housing in accordance with the terms hereof shall be
reinstated, subject to continuing rights of existing tenants.

7. Financial Statements and Reports.

(@)  Quarterly Statements. Not later than sixty (60) days after tiis-end of each
successive quarterly period, commencing with the calendar quarter in which tie Jirst PHA-
Assisted Unit is available for occupancy, the Owner shall deliver to the Authority, itemized
statements of income and expenses, prepared on an accrual basis, including the receipt of any
reserve funds made available by the Authority, in form substantially comparable to Form HUD-
92410 (Statement of Profit and Loss), or any successor thereto, certified by the general
partner/manager/chief financial officer of the Owner, for the quarterly period and from the
beginning of the Development Fiscal Year to the end of such quarterly period. Such quarterly
statements shall be supplemented by such additional quarterly financial information as may be
reasonably requested by the Authority.

() Annual Financial Statements. Not later than one hundred and
twenty (120) days after the end of each Development Fiscal Year, the Owner shall deliver to the
Authority and, on behalf of the Authority, to HUD a copy of the independently audited financial
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statements of the Owner for such year and the period then ended, prepared in accordance with
generally accepted accounting principles and accompanied by the report of independent public
accountants thereon, together with a copy of any additional financial statements or reports
delivered by the Owner to its partners/members. Such financial statements shall be accompanied
by supplemental data, together with the report of independent public accountants thereon, which
shall show on an accrual basis for such period (i) PHA-Assisted Units Income, (ii) actual PHA-
Assisted Units Expenses, (iii) the amount of the Operating Subsidy received by the Owner, (iv)
any deposits to and withdrawals from the Reserves and any other operating revenues or
assistance attributable to the PHA-Assisted Units, (v} the balance at the end of the period of the
Subsidy Carryover Reserve Account, the PHA Tenant Rent Reserve Account, the Affordability
Reserve, <nd any other reserve or special account relating specifically to the PHA-Assisted
Units, (vi) aggregate stated lease Tenant Housing Payments and the amounts thereof uncollected
from PHA-Assistéd Units for which no eviction actions have been commenced, and (vii)
deposits to and witixdrawals from any Replacement Reserve, together with a summary of all
capital expenditures niadc. If, after thirty (30) days written notice from the Authority, the Owner
shall fail to deliver such fiiancial statements to the Authority, the Authority shall have the right
to retain an independent auciter.to conduct an audit of the financial statements of the Owner and

to charge the reasonable cost theresi'to the Owner.
(c)  Annual Reconciliatior.

) If the supplemental data provided pursuant to Section 7(b) shall
show an excess of PHA-Assisted Units Income plus Operating Subsidies plus
withdrawals from Reserves over 2ctual PHA-Assisted Units Expenses, then not
later than thirty (30) days following delivery of such supplemental data to the
Authority, the Owner shall redepositirto the respective Reserves amounts
withdrawn in the subject year up to tic amecunt of any excess shown in the
foregoing annual reconciliation. The Owne: shzil return to the Authority any
Excess Operating Subsidy for deposit into the.Subsidy Carryover Reserve
Account.

(i)  If the supplemental data provided pursuant fo-Section 7(b) shall
show an excess of actual PHA-Assisted Units Expenses over PiA-Assisted Units
Income plus Operating Subsidies plus withdrawals from Reseivzs, the Owner
may request that the deficit amount be remedied from amounts heid ro the credit
of the Subsidy Carryover Reserve Account and the PHA Tenant Rent Reserve
Account, in that order of priority, and to the extent of available furids the
Authority shall disburse the amount of the deficit demonstrated to exist to the
reasonable satisfaction of the Authority. Amounts due to the Owner shall be paid
within thirty (30) days.

(d)  Additional Reconciliation. Separately and independently from the reconciliation
provided for under Section 7(c), the Owner shall contribute to the Subsidy Carryover Account,
not later than 145 days after the end of each Development Fiscal Year, the amount, if any, of
Operating Subsidies (including therein any amount paid by the Authority to the Owner in respect
of such period pursuant to the last sentence Section 7(c)) received by the Owner during such
period attributable to any PHA-Assisted Unit for a period in which such PHA —Assisted Unit
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was vacant (after having been initially occupied) for a period longer than sixty (60) days,
provided that such period of vacancy shall not be attributable to any action or omission by the
Authority if, as a result of a change in applicable law or regulation, the Authority shall exercise
functions in connection with the selection and admission of applicants for PHA-Assisted Units
which are reserved to the Owner, and delegated to the Management Agent pursuant to Section
3(d) hereof:

()] A PHA-Assisted Unit shall be deemed vacant (i) commencing on
the first day for which rent is not charged for such unit following completion or
termination of occupancy as an PHA-Assisted Unit, and (ii) ending on the day
preceding the first day for which rent is charged for such unit based on occupancy
ar re-occupancy as a PHA-Assisted Unit, or the first day for which rent is charged
v accupancy as a PHA-Assisted Unit of a different unit which was not then
previcusly occupied as a PHA-Assisted Unit, whichever shall first occur; and

(1)~ The amount of Operating Subsidy attributable to a unit for a period
in which suc'i vnit was vacant for a period longer than sixty (60) days shall be
determined bascd on.-the actual period of vacancy.

8. Insurance Requirements; Kes.oration of Property.

(a)  Insurance. The Owner shall procure and maintain or cause to be procured and
maintained in force adequate insurance to protect the Owner and the Authority from financial
loss resulting from hazards, including, without linitation, hazards insured against under such
types of coverages as are required by Part B, Attacarisat VI, of the ACC and Exhibit C attached
hereto, or if stricter, such coverages and in such amouiifs 2s may be required under the Mortgage
Loans and the CHA Loan, and such other hazards to which the Owner determines that exposure
exists. Without limiting the generality of the foregoing, the Owner shall maintain all-risk
insurance with respect to all insurable property pertaining to the PHA-Assisted Units, against
loss or damage by fire, lightning, windstorm, explosion, hail, tornade’and such other hazards as
are presently included in so-called “all-risk” coverage, in an amoun. 1% less than 100% of the
full replacement cost, including the cost of debris removal, without deuuction for depreciation
and sufficient to prevent the Owner from being a co-insurer, such insuravce to>-be in builder’s
risk (non-reporting) form during and with respect to any construction on/the site of the
PHA-Assisted Units.

(b)  Restoration. Subject to the requirements of the Ilinois Condominium Property
Act and the Mortgage Lenders, if any act or occurrence of any kind or nature (including any
taking by condemnation or any casualty) shall result in damage to or loss or destruction of the
PHA-Assisted Units in whole or in part, and without diminution of any obligation of the Owner
in respect thereof under the Mortgage Loans or the CHA Loan, the Owner, to the extent that
insurance or condemnation proceeds and other funds, if any, made available by the Owner, shall
promptly cause the restoration, reconstruction, and/or repair of the PHA-Assisted Units as nearly
as possible to its value, condition and character immediately prior to such taking or casualty.
The Authority shall have the right to approve any such restoration, reconstruction and/or repair,
such approval not to be unreasonably withheld or delayed. The provisions of Section 11 of the
Mixed-Finance Amendment shall prevail over the provisions of any mortgage encumbering the
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teasehold under the Ground Lease or the PHA-Assisted Units with respect to the application of
any insurance or condemnation proceeds attributable to such PHA-Assisted Units.

9. Disposition and Encumbrance.

(a)  Transfers of Interests in the PHA-Assisted Units. During the Term of this
Agreement and during such further period when such approval may be required by law as then in
effect, and subject to Sections 9(c} and 9(d), the Owner shall not demolish or dispose of its
interest in the PHA-Assisted Units (including, without limitation, by conveyance or lease of the
PHA-Assisted Units or any portion thereof, or by assignment of the Owner’s rights under this
Agreemen?;, vrithout the prior written approval of the Authority (which shall not be unreasonably
denied, withkeid, or delayed) and HUD; provided, however, that no approval shall be required
for tenant leascs entered into in the ordinary course of business and in conformity with the
requirements of Seciion 3 and the Management Plan.

(b)  Further Excumbrances. During the Term of this Agreement, and subject to
Section 9(c) and 9(d), the Owier shall not mortgage, pledge or otherwise encumber its interest,
or any portion of its interest in'the PHA-Assisted Units, or pledge any assets of the Development
as collateral for a loan, without this prior written approval of the Authority and HUD.

(¢)  Exclusions. The followinp dctions are expressly excluded from the covenants set .
forth in Sections %a) and 9(b);

(i)  The Mortgage of ths Owner’s interest in the PHA-Assisted Units
pursuant to the Mortgage Loans ind the CHA Loan and transfer of the
. PHA-Assisted Units to the mortgagee under an approved Mortgage Loan, by
foreclosure or deed-in-lieu of foreclosure, or to a third-party purchaser pursuant to
a foreclosure sale, provided that any sucl transfer shall be subject to the
Declaration of Restrictive Covenants and this Agréement. Such transfer shall not
be deemed to be an assignment of Developmeni crant funds and shall not
constitute a succession to any right to benefits of the Authority under the ACC or
Mixed-Finance Amendment, nor shall it constitute aixairing any privileges,
authorities, interests, or rights in or under the ACC _or Mixed-Finance
Amendment, and shall be subject to the terms of the Declaratisp-of Restrictive
Covenants, and other Ali Applicable Public Housing Requirements,

(i) Dwelling leases with eligible families in the PHA-Assisted Units
in conformity with the Management Plan,

(i)  Conveyance or dedication of land for use as streets, alleys, or other
public rights-of-way, and grants and easements for the establishment, operation,
and maintenance of public utilities that serve the Development;

(iv)  Subordinate licns approved in writing by the Authority, HUD and
by senior lien holders created in connection with purchase or financing of
replacements or repairs necessary for the normal use and operation of the
PHA-Assisted Units; and
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(v)  Normal uses and encumbrances associated with the operation of
the PHA-Assisted Units.

(d)  Transfers of Interests in Owner.

(i)  No transfer, conveyance, or assignment shall be made, without the
prior written approval of HUD and the Authority, of: (A) any interest of a
managing member, general pariner, or controlling stockholder (any such interest
being referred to as a “Controlling Interest”) in the Owner; or (B) a Controlling
Interest in any entity which has a Controlling Interest in the Owner; or (C) prior to
payment in full of all equity contributions described in the approved evidentiary
documents, any other interest (any such interest being referred to as a “Non-
Controlling Interest”) in the Owner.

(i)  Notwithstanding the foregoing, neither HUD’s nor the Authority’s
consent i§ ‘equired for the transfer of any Non-Controlling Interest in the Owner,
or in any partner, member or stockholder thereof, provided that HUD and the
Authority arc-provided with: {A) written notice of such transfer; and (B) a
certification that tke applicable partner, member or stockholder, as appropriate, is
obligated to fund its )squity contribution in accordance with the approved
organizational documents »f the Owner.

(iii)  Neither HUD nor the Authority will unreasonably withhold, delay,
or condition a request for HUD s consent to any of the foregoing transfers of the
Owner or any of the partners, members or stockholders of the Owner.

(iv)  Authority consent to transfers of interests in the Owner shall be
required to the extent provided by the applicat ie provisions of the Ground Lease.

10.  Non-Discrimination and Other Federal Requirements.

The Owner will comply with all applicable requirements of the following, as the same
may be amended from time to time:

(i)  The Fair Housing Act, 42 U.S.C. 3601-19, and regolations issued
thereunder, 24 CFR Part 100; Executive Order 11063 (Equal Gpuortunity in
Housing) and regulations issued thereunder, 24 CFR Part 107; the fair housing
poster regulations, 24 CFR Part 110, and advertising guidelines, 24 CFR Part 109;

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

(i) Age Discrimination Act of 1975, 42US.C. 6101-07, and
regulations issued thereunder, 24 CFR Part 146;
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(iv)  Section 504 of the Rehabilitation Act of 1973, 29 U.S.C. 794, and
regulations issued thereunder, 24 CFR Part 8; the Americans with Disabilities
Act, 42 U.S.C. 12181-89, and regulations issued thereunder, 28 CFR Part 36;

(v)  Section3 of the Housing and Urban Development Act of 1968,
12 U.S.C. 1701y, and its implementing regulations at 24 CFR Part 135; and

(vi)  Wage rates under the Davis-Bacon Act (40 U.5.C. § 276a et seq.)
to the extent applicable.

11. Owaer Default and Remedies.

(2) (Difault. A default by the Owner under this Agreement shall occur if the Owner
violates, breachés.or-fails to comply in any material respect with any provision of, or obligation
under, All Applicable”Public Housing Requirements or this Agreement (including, without
limitation, by reason of its violation, breach, or failure to comply with any agreement referenced
in Section 3(a) hereof). A dcfault by the Owner that is attributable to an action or omission of
the Management Agent shall bz deemed a default by the Owner for purposes of this Section.

(b)  Notice and Cure. (/pon a determination by the Authority that a default by the
Owner has occurred, the Authority ¢hail-motify HUD, the Owner, Jazz, the First Mortgage
Lender, the City and the Investor of (i) the nature of the default, (ii) the actions required to be
taken by the Owner and/or Investor to cur¢ the default, and (iii) the time (no less than thirty
(30) days) within which the Owner and/or Investor shall respond with a showing that all required
actions have been taken, provided that if the defaxit-by its nature cannot be cured within the
aforesaid 30-day period, the Owner and/or Investor may have additional time, with the
Authority’s written approval, as may be reasonable givei the circumstances to effect a cure of
the default. The Authority reserves the right to monitor the Owaer’s and/or Investor’s efforts to
cure; and further reserves the right to reduce and/or terminate the {ime period allowed herein (but
in 1o event less than thirty (30) days) where further actions to cuze have not been made by the
Owner and/or the Investor.

(c)  Remedies. If the Owner and/or the Investor fails to respcud or take corrective
action to the satisfaction of the Authority as provided herein, the Authority shail ave the right to
exercise any remedy available to it by reason of such default, including without limitation, to
seck appropriate relief in any court having jurisdiction, including but not limited <o specific
performance, injunctive relief, or the appointment of a receiver to take over and operate the
PHA-Assisted Units in accordance with the terms of this Agreement without prejudice to the
right of the Authority, alternatively or in addition to the foregoing, to exercise any remedy
available to it, if any, if the nature of such default hereunder, would constitute a default under
Authority Loan Documents, the Declaration of Restrictive Covenants or Management
Agreement.

12.  Authority Default and Remedies.

(a) Default. A default by the Authority under this Agreement shall occur if the
Authority materially violates or breaches any portion of this Agreement, or fails to comply with
any provision of or obligation under All Applicable Public Housing Requirements, inctuding this
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Agreement (including, without limitation, by reason of its violation, breach, or failure to comply
with any governing law, regulation, or agreement referenced in Section 3(a)).

(b)  Notice and Cure. Upon determination by the Owner that a default by the
Authority has occurred, the Owner shall notify the Authority, Jazz, HUD and the Investor of
(i) the nature of the default, (ii) the actions required to be taken by the Authority to cure the
default, and (iii) the time (no less than sixty (60) days in the case of a failure to pay Operating
Subsidies hereunder and thirty (30) days in all other cases) within which the Authority shall
respond with a showing that all required actions have been taken, provided if the default by its
nature cannot be cured within the aforesaid period, the Authority may have an additional
ninety (90} days, with the Owner’s written approval, and as may be reasonable given the
circumstances o effect such a cure of the default; provided, however, no extension of time shall
be permitted in-ike case of a payment or reimbursement for capital items pursuant to Section
4(c). The Owner seserves the right to monitor the Authority’s efforts to cure; and further
reserves the right to tedvze and/or terminate the time period allowed herein where further actions
to cure have not been ma‘iz by the Authority.

(c)  Remedies. If-the Authority fails to respond or take corrective action to the
satisfaction of the Owner, the Owner shall have the right, after exercising its rights under Section
6 in accordance with the provisions. thereof, to seck appropriate relief in any court having
jurisdiction, including but not limiied /o specific performance or injunctive relief, and
alternatively or in addition the foregoing, to exercise any remedy available to it.

(d)  Nonrecourse. Notwithstanding arything to the contrary herein, in the event that
diminished appropriations under Section 9 of the Act-or other legislative changes significantly
reduce the amount of operating subsidy that the Authozniy is able to provide to the Owner, the
Owner (i) shall have, as exclusive remedies, the rcmnedies contained in this Agreement,
consistent with the Act and applicable HUD Regulations iscued pursuant theteto, including, but
not limited to, disbursements from the Reserves, and steps takes by the Owner to increase the
income levels of tenants in the PHA-Assisted Units, and (ii) shali have no recourse under this
Agreement against any other project of the Authority, as the term “project” is defined in the
ACC, or any other Public Housing Funds (excluding Tenant Housing Paym<its) available to the
Authority.

13.  Disclaimer of Relationships.

(@) No Assignment. The Authority, Owner and Investor acknowledge that any
transfer of capital funds, development funds, HOPE IV grant funds and/or operating funds by the
Authority to the Owner or any other participating party shall not be or be deemed to be an
assignment of capital funds, development funds, HOPE VI grant funds, and/or operating funds,
and the Owner and/or Investor or other participating party shall not succeed to any rights or
benefits of the Authority under the ACC, and/or Mixed-Finance Amendment, or attain any
privileges, authorities, interests, or rights in or under the ACC and/or the Mixed-Finance
Amendment, or the HOPE VI Grant Agreement, if applicable.

(b)  No Other Relationship. Nothing contained in the ACC and/or Mixed-Finance
Amendment, or the HOPE VI Grant Agreement, if any, or in any agreement between the
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Authority and the Owner and/or Investor, nor any act of HUD or the Authority, shall be deemed
or construed to create any relationship of third-party beneficiary, principal and agent, limited or
general partnership, joint venture, or any association or relationship involving HUD, except
between HUD and the Authority as provided under the terms of the ACC and/or the Mixed-
Finance Amendment; provided, however, that the First Mortgage Lender under the mortgage and
note secured thereby identified on Exhibit E to the Mixed-Finance Amendment shall be entitled
to rely upon Section 12(C) and (D) of the Mixed-Finance Amendment.

14. Miscellaneous.

(a)", Binding Agreement. This Agreement shall be binding upon and inure to the
benefit of the successors, assigns, and heirs of each of the parties; provided, however, that neither
the Owner nor to= Investor may assign any of its interest in this Agreement without the prior
written consent’Gfihe Authority and HUD. Any Authority consent shall not be denied, withheld
or delayed unreasonabiy

(b)  Entire Agrerent. This Agreement constitutes the entire agreement among the
parties and supersedes any prior agreement or understanding among them with respect to the
subject matter hereof.

(¢ Amendments. Subject fo-All Applicable Public Housing Requirements, this
Agreement may not be amended except by an instrument in writing signed on behalf of each of
the parties and approved in writing by HUD.

(d) No Waiver. No delay or omission by either party in exercising any right or
remedy available hereunder shall impair any such right &t remedy or constitute a waiver thereof
in the event of any subsequent occasion giving rise tr-such right or availability of remedy,
whether of a similar or dissimilar nature.

()  Notices. Any notice or other communication givei-or made pursuant to this
Agreement shall be in writing and shall be deemed given if (i) delivérad nersonally or by courier,
(ii) telecopied, (iii) sent by overnight express delivery, or (iv) mailed, to the respective address
set forth below (or at such other address as shall be specified by the party by hike notice given to
the other party):

If to the Authority:
Chicago Housing Authority
626 West Jackson Blvd.
Chicago, Tllinois 60661
Attention: Chief Executive Officer
with a copy to:

Chicago Housing Authority

200 West Adams Street, Suite 2100
Chicago, Illinois 60606

Attention: General Counsel
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If to the QOwner:

Drexel Jazz Limited Partnership

c¢/o Century Place Development Corp.
208 S. LaSalle Street, Suite 1818
Chicago, lllinois 60606

Attention: Executive Director

Applegate & Thorne-Thomsen, P.C.
322 S. Green Street, Suite 412
Chicago, Illinois 60607

Attention: Bennett P. Applegate

If to Jazz: Jazz on the Boulevard, L.L.C.
¢/o Thrush Companies
357 West Chicago Avenue
Chicago, Illino1s 60610
Attention: Bill Wolk

If to Management Agent, to:

Century Place Development Corp.
208 S. LaSalle Street, Suite 1818
Chiczgo, Illinois 60606

If to Investor or Special Limited Partner, to:

MMA Special {simited Partner, Inc.
MMA Financial TC Corp.

101 Arch Street

Boston, Massachusetts (20110
Attention: Bernie Husser

with a copy fo
Holland & Knight, LLP

10 St. James Avenue
Boston, Massachusetts 02116
Attention: James McDermott

If to First Mortgage Lender, to: Citibank, F.S.B.
5% Floor, REG/CCDE
500 West Madison Street

Chicago, Illinois 60661
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with a copy to:
Albert, Whitehead, P.C.

10 North Dearborn

Suite 600

Chicago, Illinois 60602
Attention: Gregory C. Whitehead

If to the City, to: Department of Housing
City of Chicago
318 South Michigan Avenue
Chicago, Illinois 60604
Attention: Commissioner

with & cgpy to:

Department of Law

City of Chicago

121 North LaSalle Street
Chicago, {llinois 60602
Attention: Finance Division

If to IHDA, to: 1llinois Housing Development Authority
401 North Michigan Avenue, Suite 900
Cpicago, Illinois 60611
Atteriion; Finance Department

with a copy to:

Illinois Housing Dsvelopment Authority
401 North Michigan‘Avenue, Suite 900
Chicago, Illinois 60611

Attention: Legal Department

If to HUD, to:

U.S. Department of Housing and Urban
Development

77 West Jackson Blvd., 26" Floor
Chicago, Illinois 60604

Attention: Office of the General Counsel

and
U.S. Department of Housing and Urban
Development

451 Seventh Street, S.W.
Washington, D.C. 20410
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Attention: Assistant Secretary of Public and
Indian Housing

All such notices and other communication shall be deemed given on the date of personal or local
courier delivery, telecopy transmission, deliver to overnight courier or express delivery service,
or deposit in the United States Mail, and shall be deemed to have been received (i) in the case of
personal or local courier delivery, on the date of such delivery, (ii) in the case of telecopy, upon
receipt of electronic confirmation thereof, (iii) in the case of delivery by overnight courier or
express delivery service, on the business day following dispatch, and (iv) in the case of mailing,
on the date specified in the return receipt therefor.

H Turther Assurances. Each party shall execute such other and further documents
as may be reasonahly necessary or proper for the consummation of the transaction contemplated
by this Agreemernit:

(2)  No Persora! Liability. No officer, director, board member, shareholder, partner,
employee, agent or other peison authorized to act for or on behalf of either party shall be
personally liable for any obligaiion. express or implied, hereunder. The Owner shall look solely
to the Authority funds that are legally available for such purpose, and, except as provided by law,
the Authority shall look solely to th¢ Cwner, for the satisfaction of any remedy each might have
with respect to the other for the other’s Jailure to perform any of its obligations hereunder.
Notwithstanding the foregoing, nothing contained herein shall either relieve the Owner or any
general partner, shareholder of the Owner frem personal liability and responsibility, or limit the
Authority’s rights and remedies against such partics, either at law or in equity (i) for fraudulent
acts; (ii) for insurance proceeds and condemnation awazds received by the Owner and not turned
over to the Authority or used by the Owner for restoratisn or repair of the PHA-Assisted Units to
the extent required under this Agreement and (iii) for any rents or other income from the PHA-
Assisted Units received by the Owner after an event of default-under this Agreement and not
applied to PHA-Assisted Units Expenses.

(h)  Neither Party an Agent. Nothing in this Agreement shall be deemed to appoint
either Owner or the Authority as an agent for or representative of the otiier, 2nd neither one shall
be authorized to act on behalf of the other with respect to any matters. Neither Owner nor the
Authority shall have any liability or duty to any person, firm, corporation, or governmental body
for any act of omission or commission, liability, or obligation of the other, whether arising from
Owner’s or the Authority’s actions under this Agreement or otherwise.

(1) Governing Law. This Agreement shall be governed by and construed in
accordance with the taw of the State of Illinois applicable to contracts made and to be performed
therein.

) Headings; Usage. All section headings in this Agreement are for convenience of
reference only and are not intended to modify the meaning of any section. All pronouns and any
variations thereof shall be deemed to refer to the masculine, feminine or neuter as the identity of
the person or persons may require. Where the context admits, the singular forms of terms used
herein shall include the plural and the plural shall include the singular.
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(k)  Severability. If any provision of this Agreement or the application of such
provision to any person or circumstance shall be held invalid, the remainder of this Agreement,
or the application of such provision to any person or circumstance other than those as to which it
is held invalid, shall not be affected thereby.

(D Counterparts; Execution. This Agreement may be executed in several
counterparts, and all counterparts so executed shall constitute one agreement, binding on all
parties hereto.

(m) No Third Party Beneficiary. The provisions of this Agreement shall not be
construed £t the benefit of or as enforceable by any person or entity not a party hereto, with the
exception of F1iiJD.

(n)  Confermity with Section 42 Requirements. Notwithstanding anything to the
contrary in this Agreerient, it is the intent of the Authority and the Owner that payments will be
made to and retained 5v the Owner under this Agreement only to the extent they constitute
“qualifying rental assistance’as defined in Section 1.42-16 of the Treasury Regulations.

(0)  Authority Agreemnents Upon Completion. Upon the completion of PHA-
Assisted Units, the conversion thereot to condominium form of ownership and the transfer and
conveyance of such PHA-Assisted Uni's fo.the Owner, the Authority agrees,

(i)  to release Jazz frem its obligations under this Agreement with
respect to such Units;

(i)  to amend Exhibit A héreo® so that it correctly describes only the
condominium property that constitutes the PI1A-Assisted Units; and

(ii) to amend the Declaration of Restrictive Covenants so that it
encumbers only the condominium property thai-¢onstitutes the PHA-Assisted
Units.

(p)  Property Rights Agreement. The Authority and the Owaer are, concurrently
with the execution of this Agreement, entering into a Property Rights Agreemeai with respect to
the PHA-Assisted Units. That Property Rights Agreement is binding upon the Zrvner and each
subsequent owner of a PHA-Assisted Unit and shall survive the termination of this Agtzement.

(1)  Failure of the Owner to Purchase the PHA-Assisted Units. It is the intention
of the parties that the PHA-Assisted Units will be constructed by Jazz and, upon completion
thereof, be sold to the Owner. The Owner will operate and maintain the PHA-Assisted Units in
accordance with the provisions of this Agreement. In the event that the Owner fails to purchase
the PHA-Assisted Units, Jazz agrees to operate and maintain the PHA-Assisted Units in
accordance with the provisions of this Agreement, and to perform all of the obligations of the
Owner hereunder with respect to the PHA-Assisted Units. In such event, Jazz shall be entitled to
receive all of the benefits (including without limitations the Operating Subsidies) and exercise all
of the rights of the Owner hereunder as though Jazz was named as the Owner in this Agreement.
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()  Substitution of Legal Descriptions. The parties acknowledge that no legal
description presently exists for any condominium unit to be constructed on the Development
Site. Accordingly, this Agreement is being recorded against the title to the underlying lots or
parcels on which the rental units constituting the Development are to be located. Upon the
recording of a condominium declaration (or amendment thereto), the legal descriptions on
Exhibit A shall be amended to reflect the rental units and the for-sale condominium units, as
appropriate, in order to separately describe and encumber the rental units constituting the
Development. The parties shall promptly execute and deliver all documents that are necessary to
do so, including without limitation releases of the underlying real estate that is the subject of any
condominium declaration (or amendment thereto). Notwithstanding the foregoing provisions of
this subseCiion (1), in order to insure that Jazz is able, in a timely manner, to convey marketable
title to the for-sale units to the purchasers thereof: (a) this Agreement shall automatically be
deemed to be-rzicased with respect to such for-sale units (together with their respective
undivided interests in the common elements) upon the recording of the condominium declaration
(or amendment thereto) creating such units; and (b) this Agreement shall automatically attach to
the rental units (together with their respective undivided interests in the common elements)
created by such condomin/uri.declaration (or amendment thereto). Such automatic release,
however, shall not operate io rcicase the parties from any of their obligations under this
Agreement. Any purchaser of any such for-sale unit, any lender with a lien on such for-sale
unit, and any title insurance company jzsuring such purchaser’s and/or such lender’s interests in
such for-sale unit may rely upon this subs¢ction (1), as evidence of the release described above.
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IN WITNESS WHEREOF, the parties have executed this Regulatory and Operating
Agreement as of the date first above written.

CHICAGO HOUSING AUTHORITY

By: ‘M
Terty Peferson

Chief Executive Officer

DREXEL JAZZ i, IMITED PARTNERSHIP,
an Illinois limited parteership

By:  Drexel Neighborhoou Development Corporation,
an Illinois not for profit corporation, its general partner

By:

President

JAZZ ON THE BOULEVARD, LLC,
a Delaware limited liability company

By:  Thrush Drexel, Inc., an Illinois corporation,
its sole managing member

By:

Name: David L. Chase
Its: President
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IN WITNESS WHEREOF, the parties have executed this Regulatory and Operating
Agreement as of the date first above written.

CHICAGO HOUSING AUTHORITY

By:

Terry Peterson
Chief Executive Officer

DREXEL JAZZ L)MITED PARTNERSHIP,
an Illinois limited pariziership

By:  Drexel Neighborhooa Bevelopment Corporation,
an Illinois not for profit corperation, its general partner

President Aot 6€cr¢1avrj

JAZZ ON THE BOULEVARD, LLC,
a Delaware limited liability company

By:  Thrush Drexel, Inc., an Illinois corporation,

its solg managing mem%?
By:

Name: David® Chase
[ts: President
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STATE OF ILLINOIS
SS.

COUNTY OF COOK

I, the undersigned, a Notary Public in and for the County and State aforesaid, do hereby
certify that Terry Peterson, personally known to me to be the Chief Executive Officer of Chicago
Housing Authority (the “Authority”), and the same person whose name is subscribed to the
foregoing instrument, appeared before me this day in person and acknowledged that as such
Chief Bxecutive Officer, he signed and delivered the said instrument pursuant to authority given
by the Autitozity Board of Commissioners and as his free and voluntary act, and as the free and
voluntary act and deed of the Authority for the uses and purposes therein set forth.

GIVEN undér xiy hand and official seal this o day of )%?/} , 2004,

T
£ (/7/ /2/, /
Nétary Public

My Commission Expn‘g. -

11
pUELC
A SYON E
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YTV Yk !
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STATE OF ILLINOIS )
) SS.
COUNTY OF COOK )

I, the undersigned, a Notary Public in and for the county and State aforesaid, do hereby
certify that Andrew E. Geer is personally known to me to be the Assistant Secretary of Drexel
Neighborhood Development Corporation, an Illinois corporation who is the general pariner
(“General Partner”) of Drexel Jazz Limited Partnership, an Illinois limited partnership (the
“Owner”), and the same person whose name is subscribed to the foregoing instrument, appeared
before me this day in person and acknowledged that as such Assistant Secretary of Drexel
Neighborhooidl Development Corporation, he/she signed and delivered the said instrument
pursuant to zdthority given by the Partnership Agreement and as histher free and voluntary act,

and as the free-and voluntary act and deed of the Owner for the uses and purposes therein set
forth.

GIVEN under thy hand and official seal this_D0 _ day of ~Jube— 2004,

Pyudott 010

Not‘a/ry Pub@

My Commission Expires:

"OFFICIAL SEAL'
Bridget A, WHite

Notary Public, State of [llinois
My Commission Exp. 06/05/2008

Py
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STATE OF ILLINOIS )
) SS.
COUNTY OF COOK )

I, the undersigned, a Notary Public in and for the county and State aforesaid, do hereby
certify that David L. Chase is personally known to me to be the President of Thrush Drexel, Inc.,
an Tilinois corporation, and the sole managing member of Jazz on the Boulevard, LLC, a
Delaware limited liability company, and the same person whose name is subscribed to the
foregoing instrument, appeared before me this day in person and acknowledged that as such
President o f T hrush Drexel, Inc., he signed and delivered the said instrument as his free and
voluntary 4et,'and as the free and voluntary act of said corporation in its capacity as managing
member of said kmited liability company for the uses and purposes therein set forth.

GIVEN undesiny hand and official seal this _ 2O day of \)ui;‘a/ , 2004,

et /%%VQ’

Notar# Public

My Commission Expires:

“OFFICIAL SEAL”
Elizabeth L. O'Loughlin

§ /30 7 Notary Public, State of Illinois
- My Commission Expires August 13, 2007




0422501210 Page: 50 of 58

UNOFFICIAL COPY

EXHIBIT A

Legal Description

(Regulatory and Operating Agreement)

Parcel One

The Leasehold Estate created by that certain Ground Lease dated as of August 1, 2004 from the
Chicago Fousing Authority, an Illinois municipal corporation, as lessor, to Jazz on the
Boulevard, LZC. a Delaware limited liability company, as lessee, which Ground Lease demises
the land hereinziiar described (the "For-Sale Land"), except the buildings and improvements
located thereon:

Parcel Two

The ownership of the buildings-and improvements on the For-Sale Land hereinafter described, as
defined in the Ground Lease dated as'of August 1, 2004 from the Chicago Housing Authority, an
Illinois municipal corporation, to Jaz:z on the Boulevard, LLC, a Delaware limited liability

company.

The For-Sale Land (Parcel A Property Leasec Under the For-Sale Ground Lease)

Lots 1, 2, 3, 4, 5, 26 (except the northerly 5.67 feet of Lot 26), 27, 28 and 29 in Jazz on the
Boulevard Subdivision, being a Subdivision in the Wesi F1alf of the fractional Northwest Quarter
of Section 2, Township 38 North, Range 14, East of fac Third Principal Meridian, in Cook
County, Illinois, according to the plat thereof recorded (July 30, 2004 as Document No.
0421210098 with the Recorder of Deeds of Cook County, Hlinois

Also, Lot 6 in said above-described Jazz on the Boulevard Subdivision, excepting therefrom that
part of Lot 6 described as follows: commencing at the northwest comer of said Lot 6, thence
South 20° 44' 19" East along the westerly line of said Lot 6 a distance of 8.44 ‘eet, thence North
69° 15' 41" East a distance of 19.00 feet to the easterly line of Lot 6, thence Woith 20° 44' 16"
West along said easterly line of Lot 6 a distance of 1.25 feet to the northerly line ¢ Lot 6, thence
South 90° 00' 00" West along the northerly line of Lot 6 a distance of 20.32 feet to fiie point of
beginning. :

Commonly known as: 4100, 4108, 4114, 4120, 4124 and 4130 S. Drexel Boulevard
803, 811, 817 and 825 E. 41" Street
804, 812, 822 and 830 E. Bowen Avenue

PINs: Part of 20-02-110-033
Part of 20-02-110-034
Part of 20-02-110-035
Part of 20-02-110-036
Part of 20-02-110-037
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Parcel Three

The Leasehold Estate created by that certain Ground Lease dated as of August 1, 2004 from the
Chicago Housing Authority, an Illinois municipal corporation, as lessor, to Jazz on the
Boulevard, LLC, a Delaware limited liability company, as lessee, which Ground Lease demises
the land hereinafter described (the "Rental Land"), except the buildings and improvements
located thereon.

Parcel Four

The ownerstiip of the buildings and improvements on the Rental Land hereinafter described, as
defined in the Ground Lease dated as of August 1, 2004 from the Chicago Housing Authority, an
Tllinois municips). corporation, to Jazz on the Boulevard, LLC, a Delaware limited liability
company.

The Rental Land (Parcel /A Property Leased Under the Rental Ground Lease)

Lots 7, 11, 15 and 19 in Jazzop'the Boulevard Subdivision, being a Subdivision in the West Half
of the fractional Northwest Quarteriof Section 2, Township 38 North, Range 14, East of the
Third Principal Meridian, in Cook Coymty, Illinois, according to the plat thereof recorded July
30, 2004 as Document No. 0421210095 with the Recorder of Deeds of Cook County, Illinois.

Commonly known as: 4106, 4109, 4114 and 4119 S. Maryland Avenue

PINs: Part of 20-02-110-023
Part of 20-02-110-034
Part of 20-02-110-035
Part of 20-02-110-036
Part of 20-02-110-037

Parcel Five
(The Parcel B Property)

Lots 20 to 29, both inclusive, (except that part taken for the widening and extersion of a public
alley) in Block 2 in Charles R. Steele's Resubdivision of Lot 1 in Bayard and Paltae: Addition
made by Circuit Court Partition, being a Subdivision of 11.22 chains North of and adjoining
South 25 rods of the Northwest fractional Quarter of Section 2, Township 38 North, Range 14,
East of the Third Principal Meridian, lying West of Hyde Park Avenue (except the North 53 feet
4 1/2 inches thereof conveyed to Union Stock Yards and Transit Company), in Cook County,
Illinois.

Commonly known as: 4136, 4138, 4140, 4142, 4146, 4148, 4150, 4154, 4156, 4158 and
4160 South Drexel Boulevard

PINs: Part of 20-02-111-012
Part of 20-02-111-020
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Part 0f 20-02-111-021
Part of 20-02-111-022

Parcel Six
(The South Parcel Multifamily Property - East Parcel on Parcel C)

That part of Lots 16 to 24, both inclusive, (except that part taken for the widening and extension
of a public alley) in Block 3 in Charles R. Steele's Resubdivision of Block 1 in Bayard and
Palmer Addition to the Northwest fractional Quarter of Section 2, Township 38 North, Range 14,
East of the Third Principal Meridian, in Cook County, Illinois, described as follows:

Beginning at tic Mortheast corer of said tract; thence South 03° 44' 15" East, along the East line
thereof, 187.11 teetto the South line of said tract; thence North 89° 52 56" West, along said
South line, 80.20 fee!, thiznce North 00° 00' 00" East 23.82 feet; thence Northerly and Easterly
7.85 feet along the arc £a circle convex to the Northwest, having a radivs of 5.00 feet, and
whose chord bears North 45° (,0~00" East, a distance of 7.07 feet; thence North 90° 00' 00" East
7.00 feet; thence North 00° 00" 00" East 128.33 feet; thence North 90° 00" 00" West 7.00 feet;
thence Westerly and Northerly 7.25 feet along the arc of a circle convex to the Southwest, having
a radius of 5.00 feet, and whose chez-bears North 45° 00" 00" West, a distance of 7.07 feet;
thence North 00° 00' 00" East 24.61 feci‘2-a point on the North line of said tract; thence South
89° 49' 25" East, along said North line, 68.00 feet to the point of beginning, in Cook County,
Illinois.

Also, the following described parcel:

Commencing at the Northeast comer of said tract; thence North 89° 49' 25" West, along the
North line thereof, 82.00 feet; thence South 00° 00' 00" -Wcst 49.82 feet to the point of
beginning; thence South 90° 00' 00" East 8.00 feet; thence South £0° 00' 00" West 88.00 feet;
thence North 90° 00' 00" West 8.00 feet; thence North 00° 00' 00" Easi £8.00 feet to the point of
beginning, in Cook County, Illinois.

Commonly known as: 4162, 4164, 4168, 4174, 4176 and 4178 S. Drexe! Poulevard

PINs: Part of 20-02-112-012
Part of 20-02-112-016

(The South Parcel Multifamily Property — Roadway Parcel)

That part of Lots 16 to 24, both inclusive, (except that part taken for the widening and extension
of a public alley) in Block 3 in Charles R. Steele's Resubdivision of Block 1 in Bayard and
Palmer Addition to the Northwest fractional Quarter of Section 2, Township 38 North, Range 14,
East of the Third Principal Meridian, in Cook County, Illinois, described as follows:

Center Parcel
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Commencing at the North East corner of said tract; thence South 03 degrees 44'15" East along
the East line thereof, 187.11 feet to the South line of said tract; thence North 89 degrees 52'56"
West along the South line of said tract, 80.20 feet to the point of beginning; thence North 00
degrees 00'00" East 23.82 feet; thence Northerly and Easterly 7.85 feet along the arc of a circle
convex to the Northwest, having a radius of 5.00 feet, and whose chord bears North 45 degrees
00'00" East, a distance of 7.07 feet; thence North 90 degrees 00'00" East 7.00 feet; thence North
00 degrees 00'00" East 128.33 feet; thence North 90 degrees 00'00" West 7.00 feet; thence
Westerly and Northerly 7.85 feet along the arc of a circle convex to the Southwest, having a
radius of 5.00 feet, and whose chord bears North 45 degrees 00'00" West, a distance of 7.07 feet;
thence North 00 degrees 00'00" East 24.61 feet to a point on the North line of said tract; thence
North 89.4ag-ees 49'25" West along said North line, 32.50 feet; thence South 00 degrees 00'00"
East 186.79-ie=t to a point on the South line of said tract; thence South 89 degrees 52'56" East
along said Soutk line, 32.50 feet to the point of beginning, in Cook County, Illinois, but
excepting therefroni the following described parcel:

Commencing at the Nottlicast corner of said tract; thence North 89° 49" 25" West, along the
North line thereof, 82.00 (tert:~thence South 00° 00' 00" West 49.82 feet to the point of
beginning; thence South 90° U0’ £0" East 8.00 feet; thence South 00° 00' 00" West 83.00 feet;
thence North 90° 00' 00" West 8.00 feet; thence North 00° 00' 00" East 88.00 feet to the point of
beginning, in Cook County, Illinois.

Commonly known as: Certain vacant land east of South Drexel Boulevard, south of East 42
Place, east of the alley lying west of South Drexel Boulevard, and north of East 42" Place,

PINs: Part of 20-02-112-012
Part of 20-02-112-016

A-4
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EXHIBIT B

Methodology to Determine
Reasonabieness of Proposed Budget

In the event the Owner’s proposed PHA-Assisted Units Operating Budget is disapproved
by the Authority, a process shall be initiated in order to determine the appropriate level of
Estimated PHA-Assisted Units Expenses for the following year (“Third Party Determined
Expenses”).

The “Third Party Determined Expenses as determined pursuant to the methodology
described herein)shall be used to determine the PHA-Assisted Units Operating Budget for the
following Development Fiscal Year. All determinations shall be supported in writing by
underlying data and sli21l set forth the reasoning and computations relied on and used.

Third Party Detcimined Expenses shall be the “Allowed PHA-Assisted Units Expenses”
determined by an indeperdzpt real estate management firm experienced in the Chicago
apartment market (“Expert”) seleciec jointly by the Authority and the Owner.

If the Authority and Owner ais unable to agree on an Expert, Third Party Determined
Expenses shall be determined as follows: the Authority and Owner shall each select an Expert
and both Experts shall determine Third Party Determined Expenses. If the higher of the two
determinations does not exceed the lower by iioce than ten percent (10%), then the two shall be
averaged to determine Third Party Determined Expenses and such averages shall be binding on
all parties in interest.

If the two determinations differ by more than ten peicent (10%), then the two Experts
shall select a third Expert, or if they are unable, a third Expest shall be appointed by a judge of
the Circuit Court of Cook County. Such Expert shall then provice-a separate determination of
Third Party Determined FExpenses (“Independent Determinatica™y.  The Independent
Determination together with that determination made on behalf of one of the parties which is
closest in amount to the Independent Determination shall be averaged, and the amount so
determined shall thereupon be binding on all parties in interest. Il ne. Independent
Determination differs by the same amount from each of the other two determinavons, the value
set forth in the Independent Determination shall thereupon be binding on all parties 12 interest.
The cost and fees of the appointment of such third Expert shall be borne equally by the Authority
and the Owner.

All Third Party Experts shall at the time of appointment be knowledgeable and
experienced in the management of apartments in the Chicago market.

The parties and their assigns and successors in interest agree that they will proceed as
expeditiously as possible in determining the Third Party Determined Expenses. The procedure
shall, if at all possible, be completed in no more than thirty (30) days. If either party fails to
appoint a qualified Expert within ten (10) days after requested to do so by the other party, such
failure shall constitute a waiver by the party of its right to appoint an Expert, and the
determination of the Expert selected by the other party shall be binding on all parties in interest.

B-1



0422501210 Page: 55 of 58

UNOFFICIAL COPY

EXHIBIT C

Insurance Requirements

The Owner agrees to procure and maintain at all times during the Term of this Agreement
the types of insurance specified below in order to protect the Authority from the acts, omissions
and negligence of the selected respondent, its officers, officials, subcontractors, joint venture,
partners, agents or employees. The insurance carriers used by the Owner must be authorized to
conduct business in the State of Illinois and shall have a BEST Rating of not less than an “A”.
The insurdoct: provided shall cover all operations under this Agreement, whether performed by
the Owner o7 bi:.its subcontractors.

A. Reqrarzd Insurance Coverages:

L. Woiikers Compensation _and Occupational Disease Insurance in
accordanics with the laws of the State of Illinois (Statutory) Coverage A,
and Einpleyer’s Liability, Coverage B, in an amount of not less than
$500,000/$500,000/$500,000.

2. All-Risk Property Zamage: Owner shall obtain an all-risk property policy
in the amount of the Hiii replacement value, including improvements and
betterments, covering damage to or loss of the Premises. The insurance
shall include the following extensions: business interruption/loss of rents,
and boiler and machinery, if appFcable. The policy shall list the Authority
as loss payee.

3. Commercial Liability Insurance. Commercial Liability Insurance
provided is to have a limit of not less than One Million Dollars
($1,000,000) per occurrence with a Per Projeci aggregate of not less than
Two Million Dollars ($2,000,000) (i.e. $1,009,000/$2,000,000). In
addition to the stipulations outlined above, the insurince policy is to
include coverage for Contractual Liability, Freancts-Completed
Operations, Personal & Advertising Injury and will also-cover injury to
Owner’s officers, employees, agents, subcontractors, invitees #nd guests
and their personal property. The Authority and Receiver are to be
endorsed as additional insureds on the policy and such insurance will be
endorsed as primary and non-contributory with any other insurance
available to the Authority

4. Automobile Liability Insurance. When any motor vehicles (owned, non-
owned and hired) are used in connection with the services to be
performed, the Owner shall provide Comprehensive Automobile Liability
Insurance with limits of not less than One Million Dollars ($1,000,000)
per occurrence CSL, for bodily injury and property damage. The
Authority and Receiver are to be endorsed as additional insureds on the

C-1
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Owner’s policy and such insurance will be endorsed as primary and non-
contributory with any other insurance available to the Authority.

Professional Liability. When any architects, engineers, construction
managers, property managers or other professional consultants perform
work in connection with this Agreement, Professional Liability insurance
covering acts, errors or omissions shall be maintained with limits of not
less than Five Million Dollars ($5,000,000) per occurrence. Coverage
extensions shall include Blanket Contractual Liability. When policies are
renewed or replaced, the policy retroactive date must coincide with, or
precede, start of services under this Agreement. A “claims-made” policy
which is not renewed or replaced must have an extended reporting period
of two (2) years.

Biznket Crime. The Owner shall provide Blanket Crime coverage in a
form-reasonably acceptable to the Authority, against loss by dishonesty,
robbery, burglary, theft, destruction or disappearance, computer fraud,
credit card forgery and other related crime risks. The policy limit shall be
written to cover losses in the amount of the maximum monies collected,
received and/or in the Owner’s care at any given time, but shall in no
event be less than(h¢ aggregate amount of two months’ operating subsidy
and projected tenant rents.

B. Related Requirements

I

The Owner shall advise all insarers of the contract provisions regarding
insurance. The failure of the Gwnerto notify insurers of the contract
provisions shall not relieve Owner of its 1usurance obligations under this
Agreement. Nonfulfillment of the insurarice nrovisions shall constitute a
breach of the contract and the Authority retains the right to stop work until
proper evidence of insurance is provided.

The Owner shall furnish the Chicago Housing~ “swnthority, Risk
Management Department, 626 West Jackson Blvd., Fifth Firor., Chicago,
Illinois 60661, original Certificates of Insurance evidencing *i2 required
coverages to be in force on the effective date of this Agreement. In
addition, copies of the endorsement(s) adding the Authority and Receiver
to the policies as additional insureds is required.

Renewal Certificates of Insurance, requested endorsements, or such
similar evidence is to be received by the Risk Management Department
prior to expiration of insurance coverage. At the Authority’s option, non-
compliance may result in one or more of the following actions, in addition
to any rights or remedies in this Agreement: (1) The Authority will
purchase insurance on behalf of Owner and will charge back all costs to
Owner; (2) all payments due Owner will be held until Owner has complied

C-2
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with this Agreement; or (3) Owner will be assessed Five Hundred Dollars
($500) for every day of non-compliance. The receipt of any certificate
does not constitute agreement by the Authority that the insurance
requirements in this Agreement have been fully met or that the insurance
policies indicated on the certificate are in compliance with the
requirements of this Agreement. The insurance policies shall provide for
thirty (30) days written notice to be given to the Authority in the event
coverage is substantially changed, canceled or non-renewed.

4, If any of the required insurance is underwritten on a “claims-made” basis,
the retroactive date shall be prior to or coincident with the date of this
Agreement and the Certificate of Insurance shall state the coverage is
“claims-made” and also the retroactive date. The Owner shall maintain
coverage for the duration of this Agreement. A “claims-made” policy
wisch is not renewed or replaced must have an extended reporting period
(1a’l-coverage) of two (2) years. Any extended reporting period premium
(tail cOverage) shall be paid by Owner. The Owner shall provide to the
Authority, annually, a certified copy of the insurance policies obtained
pursuant hereto. It is further agreed that the Owner shall provide the
Authority thirtv+20) days’ notice in the event of the occurrence of any of
the following condrtions: aggregate erosion in advance of the retroactive
date, cancellation and/ornion renewal.

5. The Owner shall require all sulicontractors to carry the insurance required
herein or the Owner may provulz the coverage for any or all of its
subcontractors, and if so, the evidsice of insurance submitted shall so
stipulate and adhere to the same requrenents and conditions as outlined
in Section “A” above.

I Excess Liability coverage, where applicable, is to follow form of the Primary
Insurance requirements outlined above.

C-3
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RIDER NO. 1 TO REGULATORY AND OPERATING AGREEMENT

1. This Rider is attached to and made a part of that certain Regulatory and Operating
Agreement dated as of August 1, 2004 by and among the Chicago Housing Authority,
Drexel Jazz Limited Partnership and Jazz on the Boulevard, LLC (“Agreement”).
Capitalized terms used in this Rider shall have the meanings set forth in the Agreement.

2. The parties acknowledge and agree that the initial Development Operating Budget
proiects, as a result of the high ratio of PHA-Assisted Units to total residential units in
the Development, that Tenant Rents, in combination with Operating Subsidy, is required
to pay PEA-Assisted Unit Expenses for the first Development Fiscal Year.

3. Notwithstanding anything to the contrary set forth in Section 5(c) of the
Agreement, the Authority shall disburse directly to the Owner from amounts held by the
Authority in the’PTHA Tenant Rent Reserve Account the amount of $2,862 per month
during the first Deveiopment Fiscal Year, provided that the Development is being
operated substantially in accordance with the Development Operating Budget. Such
disbursement shall be mads no later than the 10" day of each month. If in any month,
amounts held in the PHA Terizit Rent Reserve Account are not sufficient to make such
payment, the deficiency shall be réedied out of the next available deposits into the PHA
Tenant Rent Reserve Account.

4. The method of disbursement descnled in Paragraph 3 shall also be applicable to
any subsequent Development Fiscal Year in which the Authority-approved Development
Operating Budget provides for the use of Tepint Rents to pay PHA-Assisted Unit
Expenses.

18-18053.23
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