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U S DEPARTMENT OF HOUSING AND URBAN DEVELOP
FEDERAL HOUSING ADMINISTRATION

REGULATORY AGREEMENT FOR INSURED MULTI-FAMILY HOL

(With Section 8 Housing Assistance Payments Contracts,

Project No.: 071-35782 HAP CONTRACT NO.. 1L06-2001-002
Mortgagee CAPSTONE REALTY ADVISORS, LLC
Amount of Morgape Note 4,889,800.00 Date  gg/01/2006
Mortgage: Recorded State 1ypINorsCounty COOK Date

Book Fage

Originally endorsed for insuiance-under Seclion  221(D) {4) of the National Housing Act.

This Agreement entered into this 1 day of August , 2006, between

ROOSEVELT/INDEPENDENCE ASSOCIATES. ‘H . iiessis ¢f0 East Lake Management

2850 South Michigan Avenue, Chicago, [llinois

+ o Tilinew Limihed Pactendhn,
their successors, heirs, and assigns (jointly and severadly; herinafter referred to as Owners) and the

undersigned Secretary of Housing and Urban Development and his/her successors {hereinafter referred to
as Secretary, .

In consideration of the endorsement for insurance by the Secretay, of the above described note or
in consideration of the consent of the Secretary to the transfer of the mstoaged property or the sale and
conveyance of the mortgaged Préperty by the Secretary, and in order to comply with the requirements of the
Naticnal Housing Act, as amended and the Regulations adopted by the Secretary. pursuant thereto, Owners
agree for themselves, thelr successors, heirs and assigns, that in connection vith the mortgaged property
and the project operated thereon and so jong as the contract of mortgage insurance continues in effect, and
during such further period of time as the Secretary shall be the owner, holder or reinsirer of the mortgage,
or during any time the Secretary is obligaied to insure a mortgage an the mortgaged progeity:

1. Cwners, except as limited by paragraph 20 hereof, assume and agree to male gromptly all
payments due under the note and mortgage.

2. (a)  Owners shall establish or continue to maintain a reserve fund for replacements by
the allocation to such reserve fund in a separate account with the mortgagee or ina
safe and respensible depository designated by the mortgagee, concurrently with the
beginning of payments towards amortization of the principal of the;nortgage insured
or held by the Secretary of an amount equal to $_5,584.00 per month
unless a different date or amount is approved in writing by the Secretary. Such fund,
whether in the form of a cash deposit or invested in obligations of, or fully guaranteed
as to principal by, the United States of America shall at times be under the control of
the mortgagee. Disbursements from such fund, whether for the purpose of effecting
replacement of structural elements, and mechanical equipment of the project or for
any other purpose, may be made only after receiving the consent in writing of the
Secretary. In the event of a default in the terms of the mortgage, pursuant io which
the loan has been accelerated, the Secretary may apply or authorized the application
of the balance in such fund to the amount due on the mortgage debt as accelerated.

%An initial deposit to the Replacement Reserve in the amount of $235,000.00

will be made. .
Byy H50
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Where Owners are acguiring a project already subject to an insured mortgage, the
reserve fund for replacements to be established will be equal to the amount due to be
in such fund under existing agreements or charter provisions at the time Owners
acquire such project, and payments hereunder shall begin with the first payment due
on the mortgage after acquisition unless some other method of establishing and
maining the fund is approved in writing by the Secretary.

If Owners are a nonprofit entity or @ limited distribution mortgagor, Owners shall
establish and maintain, in addition to the reserve fund for replacements, a residual
receipts fund by depositing thereto, with the mortgagee, the residual receipts, as
defined herein, within 60 days after the end of the semiannual or annual fiscal period
within which such receipts are realized. Residual receipts shall be under the control
of the Secretary, and shall be disbursed only on the direction of the Secretary, who
shall have the power and autherity 10 direct that the residual receipts, or any part
tiereof, be used for such purpose as he may determine.

Real proparty-covered by the mortgage and this Agreement is described in Schedule A
attached herelo

Except as provided In Paragraph 5 hereof.

(a)

Gwners shall make dwelling accommodations and services of the project available
to occupants &t chzrges not exceeding those established in accordance with a
rental schedule approved in writing by the Secretary. Accommodations shall not be
rented for a period of iess Anan thirty (30) days, or, unless the mortgage is Insured
under Section 231, for mio e than three years. Commercial facilities shail be rented
for such use and upon such/erms as approved by the Secretary. Sunleasing of
dwelling accommodations, exvaptfar subleases of single dweliing accommodations
by the tenant thereof, shall be pretibited without prior writien approvai of Owners
and the Secretary and any iease shall so provide. Upon discovery of any
unapproved sublease, Cwners shall immiediately demand cancellation and notify
the Secretary thereof.

Upon prior written approval by the Secretary, Owliers may charge to and receive
from any tenant such amounts as from time to timiesmay be mutually agreed upcn
petween the tenant and the Owners for any facilitiee and/or services which may be
furnished by the Owners or cthers 10 such tenant upon-aisiher request, in addition
to the facilities and services included in the approval rental senedule.

The Secretary will at any time entertain a written reguest jor a rent increase
property supported by substantiating evidence and within a reasonapie fime shall:

(iy  Approve 2 rental schedule that is necessary to compensate( for_any net
increase, cocurring since the last approved rental schedule, in takes (other
than income taxes) and operating and maintenance cest over which Owners
have no effective cantrol, or

(iy  Deny the increase stating the reasons therefor.

The criteria governing eligibility of tenants for admission to Section 8 units and the
conditions of continued occupancy shall be in accordance with the Housing
Assistance Payments Contract.

The maximum rent for each Section 8 unit is stated in the Housing Assistance

Payments Contract and adjustments in such rents shall be made in accordance
with the terms of the Housing Assistance Payments Contract.
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{c) Ncthing contained herein shall be construed to relieve the Owners of any
obligations under the Housing Assistance Payments Contract

(a) If the mortgage is originally a Secretary-held purchase money mortgage, of is
originally endorsed for insurance under any Section other than Section 23 1,
Owners shali not in selecting tenants discriminate against any person or perscns by
reason of the fact that there are children in the family. In the event the mortgage is
insured under Section 23 1, Owners will give preference of priority of oppertunity to
occupy its dweliing accommodations to elderly persons and handicapped persons

as defined in the HUD Regulations.

Wl If the mortgage is originally endorsed for insurance under Section 221, CGwners
shall in selecting tenants give 10 otherwise eligible displaced persons or families an
absolute preference or priority of occupancy which shall be accomplished as

follows:

{1y For a period of sixty (60) days from the date of original offering, uniess 2
shorter period of time is approved in writing by the Secretary, ali units shall
be held for such preferred appticants, after which time any unrented units
mzy Feranted to non-preferred applicants; and

{2) Thereaft’r, and on & continuing basis, such preferred applicants shall be
given prefeisiice over non-preferred applicants in thair placement on a
waiting list to-bp maintained by the Owners; and

(3) Notwithstanding the provisions of paragraphs (1) and (2), for 30% of the
Section 8 units, the Siction 221 or Section 231 occupancy preference shall
be accorded only to liQse individuals qualifying as very low income as
specified in the Housing Assistance Payments Contract.

(¢} Without the prior written approval of Y Secretary not more than 25% of the
number of units in a project insured Under- Section 231 shall be occupied by
persons other than elderly persons.

(d) All advertising or efforts to rent a project insured drier Section 231 shall reflect a
bona fice effort of the Owners to obtain occupancy Ly elderly persons.

Nonprofit Owners agree that no dividends of any nature whatsoever will be paid on the
capital stock issued by the corperation.

Owners shall not without tire prior written approval of the Secretary.

(a) Convey, transfer, or encumber any of the mortgaged property, O permit the
conveyance, transfer, or encumbrance of such property.

{b) Assign, transfer, dispose of or encumber any personal property of the proiect,
including rents, or pay out any funds except from surplus cash, except far
reasonable operating expenses and necessary repairs.

(c) Convey, assign, or transfer any beneficial interest in any trust holding title to the
property, or any right 1o manage or receive the rents and profits from the mongaged
property.

{d) Remodel, add to, reconstruct, or demolish any part of the mortgaged property of

subtract from any real of personal property of the project.

(e} Make, or receive and retain, any distribution of assets or any income of any kind of
the project except surplus cash and except on the following conditions.
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(1) Al distriputions shall be made only as of and after the end of a semiannual or
annual fiscal period, and only as permitted by the law of the applicable jurisdiction-,
and. in the case of a limited gdistribution mortgagor, all distributions in any one fiscal
year shall be limited to six per centum on the initial equity investment, as determined by
tha Secretary which shall be cumulative,

(2) No distribution shall be made trom borrowed funds, prior to the completion
of the project or when there is any defauit under this Agreement or under
the note or mortgage;

i3) Any distribution or any funds of the preject, which the party receiving such
funds is not entitied hereunder, shall be held in tust separate and apart
from any other funds; and

)] There shali have been compliance with all outstanding notices of
requirements for proper maintenance of the project.

(fi Engage’ except for natural persons, in any other business or actvity, including the

operaion of any other rental project, or incur any liability or cbligation net in
connection with the project.

(a) Require, as a cqndition of the occupancy or leasing of any unit in the project any

consideration or deposit other than the prepayment of the first month's rent, plus a

security deposit in an ~aount not in excess of one menth's rent (the gross family

contribution in Section & 1:its) 10 guarantee the performance of the covenants of

the lease. Any funds colected as security deposits shall be kept separate and

apart from all other funds of tie project in a trust account the amount of which shall

at ail times equal or exceed the 2gyregate of all outstanding cbligations under said
account,

(h) Permit the use of the dweliing accomrcaations of the project for any purpose
except the use which was originally intended, or permit commercial use greater
than that originally approved by the Secretary.

(a) Owners have executed an Agreement to enter inte’2+ousing Assistance Payments

Contract or have executed 2 Housing Assistance Payments Contract if an

insurance upen completion case. The terms of saig Contract are or shall be
incorporated by reference into this Regulatory Agreement.

(b} A violation of the terms of the Housing Assistance Paymen’s Contract may be
construed to constitute a default hereunder in the sole discretion ui the Secretary.

) In the event said Housing Assistance Payments Contract expires 7 terminaies

pefore the expiration or termination of this Agreement, the provisions.of this

paragraph 9 and any other reference to said contract, to Section 8 and to Section 8

units contained herein shall be self-canceling and shall no lenger be effective as of

the date of the expiraticn or termination of the Housing Assistance Payments
Contract.

Owners shall maintain the mortgaged premises, accommodations and the grounds and
aquipment appurtenant thereto, in good repair and condition. in the event all or 2ny of the
buildings covered by the morigage shall be destroyed or damaged by fire or other casualty.
the money derived from any insurance on the property shall be applied in accordance with
the terms of the insured mortgage.
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Owners will comply with the provisions of any Federal, State, or local law prohibiting
discrimination in nousing on the grounds of race, celor, religion or creed, sex, of national
origin, including Title Vvl of the Civil Rights Act of 1864 (Publc Law 88-352, 78 Stat. 241),
Title V!l of the Civil Rights Act of 1968 (Public Law 00-284. 82 Stat. 73, Executive Order
11063, and all requirements imposed by of pursuant to the regulations of the Department of
Housing and Urban Development implementing these authorities (including 24 CFR Parts 1.
100, and 110, and Subparts | and M of Part 200).

Upon a violation of any of the above provisions of this Agreement by Owners, the Secretary
may give written notice, thereof, to Owners, by registered or certified mail, addressed to the
addresses stated in this Agreement, or such other addresses as may subsequently, upen
appropriate written notice thereof to the Secretary, pe designated by the Owners as their
leqai business address. If such violation is not corrected to the satisfaction of the Secretary
withit thirty (303 days after the date such notice is mailed of within such further time as the
Secielaiy, determines is necessary to correct the violation, without further notice the
Secretarymay declare a default under this Agreement effective on the date of such
declaration ofdefault and upon such default the Secretary may:

(=) (i i the Secretary holds the note - declare the whole of said indebtedness
im/hediately due and payable and then proceed with the foreclosure of the
Mergage,

{ii) It said note jo-not held by the Secretary - notify the holder of the note of
such default.znd. request holder to declare a default under the note and
mortgage, anc.holaer after receiving such notice and request, but not
otherwise, at its” ¢plion, may declare the whole indebtedness due, and
thereupon proceed witn foreclosure of the mertgage, of assign the note and
moartgage to the Secreiarny-as provided in the Regulations;

(B) Collect all rents and charges in coniesdian with the cperation of the project and use

such collections to pay the obligations xnser this Agreement and under the note

and mortgage and the necessary expenses of preserving the property and
cperating the project;

(c) Take possession of the project, bring any action pérassary to enforce any rights of
the Owners growing out of the project operation, 2ng operate the project in
accordance with the terms of this Agreement until such wme as the Secretary in his
discretion determines that the Owners are again in a positiorio operate the project

in accordance with terms of this Agreement and ir_comoliance with the

requirements of the note and mortgage;

(d) Apply to any court, State or Federal, for specific performance of thisAgreement, for
an injunction against any violation of this Agreement, for the appolnient of a
receiver fo take over and operate the project in accordance with the tefras of the
Agreement, or for such otner relief as may be appropriate, since the injury to the
Secretary arising from a default under any of the terms of this Agreement would be
irreparable and the amourt of damage would te difficult to ascertain.

As security for the payment due under this Agreement to the reserve fund for replacement,
and to secure the Secretary because of his liability under the endorsement of the note for
insurance, and as security for the other obligations under this Agreement, the Owners
respectively assign, pledge and mortgage 1o the Secretary their rights to the rents, profits,
income and charges of whalsoever sort which they may receive of pe entitled to receive
from the operation of the mortgaged property, subject, however to any assignment of rents
in the insured mortgage referred to herein. Until a defaultis declared under this Agreement,
however, permission is granted to Owners to coilect and retain unger the provisions of this
Agreement such rents, profit, income, and charges, but upon default this permission is
terminated as to all rents due of collected thereafter.

As used in this Agreement the term:
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11. Owners shall not file any petition in bankruptcy or for a receiver or in insolvency or for
reorganization or composition, or make any assignment for the benefit of creditors or to a
irustee for creditors, or permit an adiudication in bankruptey or the taking possession of the
mortgaged property or any part thereof under judicial process of pursuant to any power of
sale, and fail to have such adverse actions set aside within forty-five (45) days.

12.

e et o o A G g T

{a)

Any management contract entered into by Owners cr any of them involving the
project shall contain a provision that, in ine event of default nereunder, it shall be
subject to termination without penalty upon written request by the Secretary. Upaon
such request, Owners shali immediately arrange to terminate the contract within a
period of net more than thirty (30) days and shall make arrangements satisfactory
to the Secretary for continuing proper management of the project.

Payment for services, supplies, or materials shall not exceed the amount ordinarily
puid for such services, supplies or materials furnished.

The nior.gaged property, equipment, buildings, plans, offices, apparatus, devices,
books - contracts, records, documents, and other papers relating thereto shall at all
fimes pe main:ained in reasonable condition for proper audit and subiect to
examination 2id inspection at any reasonable time by the Secretary cr duly
authorized agents of the Secretary, Owners shail keep copies of all written
contracts or otheringtruments which affect the mortgaged property, all or any of
which may be subjectio inspection and examination by the Secretary or duly
authorized agents of tha.Secretary.

The books and accounts of fie cperations of the mortgaged property and of the
project shall be kept in accordancawith the requirements of the Secretary.

Within sixty (60} days following the erig-af each fiscal year, the Secretary shall be
furnished with a complete annual financiz report based upon an examination of the
books and records of mortgagor prepared 'n accordance with the requirements of
the Secretary, certified to by an officer or responsinle Owner and, when required by
the Secretary, prepared and certified Dy a Certifier Public Accountant, or other
person acceptable to the Secretary.

At request cf the Secretary, of duly authorized agents of the Secretary, the Owners
shall furnish monthly cccupancy reports and shall givespecific answers to
questions upon which information is desired from time tu time relative to the
income, assets, liabilities, contract, operation, and condition of tne croperty and the
status of the insured mortgage.

All rents and other receipts of the project shall be deposited in the Narne of the
project in a bank, whose deposits are insured by the F.D.I.C. Such funds snall be
withdrawn only in accordance with the provisions of this Agreement for expenses of
the project or for distributions of surplus cash as permitted by Paragraph 8(e)
above. Any Owner receiving funds of the project other than by such distribution of
surplus easier shall immediately deposit such funds in the project bank account and
falling so to do in violation of this Agreement shall hold such funds in trust. Any
Owner receiving property of the project in viotation of this Agreement shall
immediately deliver such property to the project and failing so 1o do shall hold such
property in trust At such time as the Owners shall have lost controi and/or
possession of the project, all funas held in trust shall be delivered to the mortgagee
to the extent that the morigage indebtedness has not been satisfied.

{n} If mortgage is insured under Section 231, Owners or Lessee shall at all times
maintain, in full force and effect from the State or other
licensing authority such license as may be required to
cperate the project as housing for the elderly.

Page 5 form HUD-92465 (6-77)




0623639075 Page: 7 of 22

UNOFFICIAL COPY

{a) "Mortgage” Incluces "Deed of Trust”, "Chattel Mortgage,” "Security instrument,” and
any other security for the aote identified therein and endorsed for insurance or heid
by the Secretary,

{b) "Mortgagee" refers to the holder of the mertgage identified herein, its sSUCGESSOrs
and assigns,
(c) nOwners” refers {o the persons named in the first paragraph hereof and designated

3s "Owners, their sugcessors, heirs and assigns”,

dy "Mortgaged Propenty” includes all property, reai, personal. of mixed, covered by the

mortgage or mortgages securing the note endorsed for insurance or held by the
Secretary,

{e) “Pruject’ includes the meortgaged property and all its other assets of whatsoever

natlee or wheresoever situate, used in or owned by the business conducted on said
mortgaced property, which business conducted on said mortgaged property, which

businass is providing housing and other aclivities as are incidental thereto,

(f) "Surplus Casi’ (orofit-motivated Owner) or "Residual Recelpts” (nonprofit Owner)
means any casfl refnaining at the end of a semiannual and annual fiscal period
after:

(1) the payment on

i Al sums due’or surrently required to be paid under the terms of
any martgage of note insured or held by the Secretary,

(i Al amounts requiredtohe deposited in the reserve fund for
replacements,

(i) All obligations of the project .sther than the insured mortgage
unless funds for payment are set aside or deferment of payment
has been approved by the Secretany and

(2) the segregation of

(i) An amount equal to the aggregate of all special funds required to
be maintained by the project;

(i) All tenant security deposits held:

(@ "esidual Recelpts' (fimited distribution mortgagor) means any cash remaining at

the end of a semiannual of annual fiscal period after deducting from surplus cash

the amount or distributions as that term is defined below and is limited by
Paragraph 8 () hereof,

(h) “Distribution” means any withdrawal or taking of cash or any assets of the project,

including the segregation of cash or assets for subsequent withdrawal within the

limitations of Paragraph 8 (€} hereof, and exciuding payment for reasonable
expenses incident to the operation and maintenance of the project;
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0 "Default’ means a default declared by the Secretary when a violation of this
Agreement is not corrected to the satisfaction of the Secretary within the time
allowed by this Agreement or such further time as may be allowed by the Secreiary
after written notice;

"Section 8 units” refers to units assisted under Section 8 of the United States Housing Act of
1937 pursuant to a Housing Assistance Payments Contract.

{K) "Housing Assistance Payments Contract” refers to a written contract between the

Owner and HUD, or the Owner and a Public Housing Agency, or the Gwner and a

Housing Finance Agency for the purpose of providing housing assistance payments

to the Owner on behalf of eligible families under Section & of the United States
Housing Act of 1937

n “Dispiaced persons of families’ shall mean a family or families, or a person,
szplaced from an urban renewal area, or as a result of government ction, or as a
resuivof a major disaster, as determined by the Presicent pursuant to the Disaster
ReliefAnt of 1970;

(m) "Elderly peisgns’ means any person, married or single, who Is sixty-two years of
age or over.

This instrument shalt bind. and the benefits shall insure to, the respective Owners, their
heirs, legal representatives, Esanutors, administrators, successors in office or interest, and
assigns, and tc the Secretary ‘and successors of the Secretary so long as the contract of
mortgage insurance continues in‘e fect, and during such further time as the Secretary shall
be the owner, nolder or reinsurer of the mertgage, or obligated to reinsure the mortgage.

Cwners warrant that they have not. and will not, execute any other agreement with
provisions contradictory to, of in opposition (o.Ane provisions hereof, and that, in any event,
the requirements of this Agreement are paramaount and controling as to the rights and
obligations set forth and supersede any other regiirezments in conflict therewith.

The invalidity of any clause, part or provision of this Agreemeant shall not affact the validity
of the remaining portions thereof.

The following Owners: Roosevelt/Independence Associates, 4n ﬂlmcis. leﬂ‘erﬂ/ grmcv’sh\'o

do not assume personal liability for payments due under the note end mortgage, or for the
payments to the reserve for replacements, or for matters not under their controi, provided
that said Owners shall remain liable under this Agreement only with respechio.the matters
nereinafter stated namely:

(2) for funds or property of the project coming into their hands which, by the provisions
hereof, they are not entitied 1o retain: and

{b) for their own acts and deeds or acts and deeds of others which they have
authorized in viciation of the provisions hereof.
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t their hands and seals on the date first hereinabove

IN WITNESS WHEREOF, tire parties hereto have s€
written. ROOS / INDEPENDENCE ASSOC S,
ed partne

J \_-»’ L 4 S)
By: Elzi s@gglﬂbott%
Title: 1Its e General Partner

Seal

WITNESS

By

‘-‘"CRETARY OF HOUSING AND URBAN DEVELOPMENT
~ing by and through the FEDERAL HOUSING

(Authorized Agent)

(Add proper acknowledgments) Eqward J. Hinsbherger
Director, Chicago Multifamily HUB

COMMISSIONER

Page 9 form HUD-92465 (6-77)
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IN WITNESS WHEREOQF, the parties hereto have set their hands on the date first
hereinabove written.

ROOSEVELT/INDEPENDENCE ASSOCIATES,
an Illinois limited partnership

b ﬁ‘zé;ﬁb ‘;L\ LQ\Q "
¥inbottom,
T

Its Sole\General Partne

STATE OF ILLINOIS )
) 8S.
COUNTY OF )

I, Qé nee )\ ) )\/&1 Jo /1 ,aNotaryPablicin and for the State of Tllinois, do hereby certity
that Elzie Higginbottom, Sole General Partner of Roosevelt/Independence Associates, 1td., an
lllinois limited partnership, personally known to me +o/be the same person whose name is subscribed
to the foregoing instrument as his/her own free and vetuitary act and as the free and voluntary act
of said partnership, as aforesaid, for the uses and purpeses therein set forth; and the said Hugh
Williams then and there acknowledged that he/she as cusiodian-af the seal of said partnership, did
affix seal to said instrument as his own free and voluntary act and as fhe free and voluntary act of said
partnership for the uses and purposes therein set forth.

GIVEN under my hand and Notarial Seal, this ﬂﬁay of August;2006.

@@:&v@w

Notz;ry Public ’/

My Commission Expires:
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U.S. DEPARTMENT OF HOUSING AND URBAN
DEVELOPMENT

By: 5054”“"’"(] / VSA””"C%&/\,

N
I%Iaine Edward J. Hiﬁsberge#
ite: pyrector, Chicago Multifamily HUB

STATE OF ILLINOIS )
) 58!
COUNTY OF COOK )
Before me, -W- W . S a Nowary Public in and for the said State, on this day

Director, Chicago Multifamily Hub, and the personavko executed the foregoing instrument by virtue
of the authority vest in him, as amended. and [ having frecmade known to him by the contents thereof
to be his free and voluntary act and deed on behalf’of the Secretary of Housing and Urban
Development for the uses, purposes and considerations therein set forth.

of August, 2006, personally appeared € DT, HiREESEK- . who is well known to me L0 be the

Witness my hand and official seal the YAl Jf:day of August; 2006.

“f
(SEAL) ZM

Notary Public

My Commission expires , 20 : "(.)FFICIA]:‘S‘E AL |

W. M. Snow
Notary Public, State of [tinos
My Commission Exp. 03/03/2010 %
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EXHIBIT A
Legal Description

+++pARCEL 1: LOTS 35 AND 36 IN EDWARD CASEY'S ADDITION TO
CHICAGO, A SUBDIVISION OF THE SOUTH 6 ACRES OF THE SOUTH HALF
OF THE WEST HALF OF THE EAST HALF OF THE SOUTHWEST QUARTER
EAST OF THE EAST LINE OF GARFIELD BOULEVARD IN SECTION 14,
TOWNSHIP 39 NORTH, RANGE 13, EAST OF THE THIRD PRINCIPAL
MERIDIAN, IN COOK COUNTY, ILLINOIS.

PARCEI 2 LOTS 1,2,3 AND 4 INC.A. LONDELIUS' SUBDIVISION OF LOTS
23 AND 24.5nt BLOCK 1 IN VANCE AND PHILLIPS BOULEVARD ADDITION TO
THE NORTFWEST QUARTER OF SECTION 23, TOWNSHIP 39 NORTH,
RANGE 13, EAST OF THE THIRD PRINCIPAL MERIDIAN, IN COOK COUNTY,

ILLINOIS.

PARCEL 3: LOTS 1,2,5.4,7,8,9AND THE NORTH 12 FEET OF LOT 10 IN
BLOCK 2 IN VANCE AND FHIiLLIPS BOULEVARD ADDITION IN THE
NORTHWEST QUARTER OF SECTION 23, TOWNSHIP 39 NORTH, RANGE
13, EAST OF THE THIRD PRINCIPAL MERIDIAN, IN COOK COUNTY,
ILLINOIS. ™

PERMANENT REAL ESTATE INDEX NO:16-14-328-001, vol. 560
Affects: Parcel 1

PERMANENT REAL ESTATE INDEX NO. 16:22-104-012, vol. 569
Affects: Parcel 2

PERMANENT REAL ESTATE INDEX NO. 16-23-111-601, vol. 569
Affects: Lots 1, 2 and 3 of Parcel 3 ‘

PERMANENT REAL ESTATE INDEX NO. 16-23-111-004; vol. 569
Affects: Lots 6 and 7 of Parcel 3

PERMANENT REAL ESTATE INDEX NO. 18-23-111-005, vol. £C8
Affects: Lot 8 and North 2 feet of Lot 9 of Parcel 3

PERMANENT REAL ESTATE INDEX NO. 16-23-111-008, vol. 58¢
Affects: South 22 feet of Lot 3 and North 12 feet of Lot 10 of Parce! 3

Commonly known as:

Parcel 1:

3712-27 Grenshaw Street and 1133-37 Independence Boulevard, Chicago,
Nlinois.

Parcel 2:

3718-28 West 13" Street and 1253 South Independence Boulevard, Chicago,
lllinois.

Parcel 3

1719-29 West 13" Street, 1301-05 South Independence Boulevard and 1313-
1317, 1321 and 1323 South independence Boulevard, Chicago, Hiinois.
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ROOSEVELT INDEPENDENCE
CHICAGO, ILLINOIS
FHA PROJECT NO.: 071-35782

RIDER TO REGULATORY AGREEMENT 92465 FOR
INSURED MULTI-FAMILY HOUSING PROJECTS
Section 221(d)(4)
Wit Section 8 Housing Assistance Payments Contracts)
(Participating in the Mark-to-Market Program)

THIS Rider is at‘~ched to and made a part of that certain REGULATORY
AGREEMENT dated Augast._, 2006, (this "Regulatory Agreement’) by and
between ROOSEVELT/INDEPENDENCE ASSOCIATES, an Illinois
limited partnership (the "Owner"), and the SECRETARY OF HOUSING AND
URBAN DEVELOPMENT, WASHINGTON, D.C. (the "Secretary”).

RECITALS:

NOW, THEREFORE, in consideraton of, and in exchange for, the
making of a mortgage restructuring loan ("MAFRA Restructuring Loan”) by the
U.S. Department of Housing and Urban Development (*HUD”) and the
disbursement of any part thereof, and in order to comply with the requirements
of the Multifamily Assisted Housing Reform and Afiordability Act of 1997, Title
V of the Departments of Veterans Affairs, Housing and Urban Development and
Independent Agencics Appropriations Act, 1998 (Pub. L. 2'5..105-65, 111 Stat.
1384, approved on 10/27/97, as amended), and the Reguiations adopted by
the Secretary pursuant thereto, and other good and valuable censideration, the
receipt and sufficiency of which are hereby acknowledged, the-pzities hereto,
for themselves and for their respective successors and assigns, nc¢reby agree
that the terms of the Regulatory Agreement are amended as follows:

1. Amendment and Revision of Paragraph 2(a) of this Regulatory
Agreement. The Owner shall establish or continue to maintain a reserve fund
for replacements to cover the cost of major replacements that are for the
purpose of effecting replacement of structural elements and mechanical
equipment of the Project or for any other purpose approved by HUD. The
reserve for replacement fund shall be in a separate account in a bank which is
4 member of the Federal Deposit Insurance Corporation, Savings Association
Insurance Fund, or the National Credit Union Share Insurance Fund.
Concurrently with the beginning of payments towards amortization of the

FAWPDOCSICAPSTONE M L\Roose veltindependenceiRider to RegAgmt on lstLoan-rooseveltindependence.dac
Rider FHA-92465 on first 09-16-03
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2

principal of the mortgage insured or held by the Secretary referenced in this
Regulatory Agreement, the Owner agrees to deposit a monthly amount equal to
$5,584.00 per month. The amount of the monthly deposit will be increased
annually by the published Operating Cost Adjustment Factor, and may be
otherwise increased or decreased from time to time at the written direction of
HUD, without a recorded amendment to this Agreement. The Owner agrees to
carry the balance in this fund on the financial records as a restricted asset.
The Owner agrees that disbursements from such fund may be made only after
receiving thé tonsent in writing of the Secretary or his designee. In the event of
a default in“the terms of the Note(s), pursuant to which the Security
Instrument(s) has/have been accelerated, the Secretary may apply the balance
in such fund to tHe-amount due on the Note(s) as accelerated.

2. Residual Reeccipts Account. From and after the date hereof, but
only for so long as the tnortgaged property is encumbered by the MAHRA
Restructuring Loan made <ven date herewith, evidenced and/or secured by a
Mortgage Restructuring Note'and a Mortgage Restructuring Mortgage and/or, if
applicable, the Contingent Répavment Note and a Contingent Repayment
Mortgage, all provisions in this Regulatory Agreement, if any, requiring the
Owner to maintain a residual receipts-account or fund shall be of no further
force or effect.

3. Owner's Distributions. From and-after the date hereof, but only for
so long as the mortgaged property is encumbéred by the MAHRA Restructuring
Loan made even date herewith, evidenced and/er. secured by a Mortgage
Restructuring Note and a Mortgage Restructuring Mortgage, and/or, if
applicable, the Contingent Repayment Note and & Contingent Repayment
Mortgage, all provisions in this Regulatory Agreement, i-any, regulating the
amount and/or timing of distributions of assets, income ¢t dividends to the
Owner shall be of no further force or effect; provided, however, that the
foregoing shall be subject to compliance by the Owner with all lsnitations as to
distributions to the Owner and other restrictions as to uses of Pigject income
as may be set forth in the documents that evidence or secure thecMAHRA
Restructuring Loan.

4. Amendment and revision of Paragraph 8 of this Regulatory
Agreement. Paragraph 8 of this Regulatory Agreement is hereby amended and
revised to read as follows:

Owner shall not without the written approval of the Secretary:

(a) Transfer, assign, pledge, dispose of, encumber or allow
easements on any of the mortgaged property. Any such transfer
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shall be only to a person or persons or corporation satisfactory to
and approved by HUD, who shall, by legal and valid instrument in
writing, to be recorded or filed in the same recording office in
which conveyances of the property covered by the Mortgages are
required to be filed or recorded, duly assume all obligations under
this Agreement and under the Notes and Mortgages.

(b) Assign, transfer, pledge, dispose of, or encumber any
personal property, including rents or charges, and shall not
dishurse or pay out any funds except as provided herein and in the
Moitgage Restructuring Note or the Contingent Repayment Note,
as apriicable.

(¢} Remodel, reconstruct, add to, or demolish any part of the
mortgaged piroperty or subtract from any real or personal property
of the project evcept as necessary to provide a reasonable
accommodation or modification;

(d} Pay any cOompensation or make any distribution of
income or other assets of~any kind except as provided in the
Mortgage Restructuring Nofe-or the Contingent Repayment Note,
as applicable;

(e) Engage, except for naturel persons, in any business or
activity, including the operation of ‘anv-ether project, or incur any
liability or obligation not in relation with.the project;

(f) Require, as a condition of the occupancy or leasing of any
unit in the project, any consideration or depgsit other than the
prepayment of the first month's rent plus a security deposit in an
amount not in excess of one month's rent (tie gross family
contribution in Section & units) to guarantee the performance of
the covenants of the lease. Any funds collected as<security
deposits shall be kept scparate and apart from all other funds of
the project in a trust account, the amount of which shall at all
times equal or exceed the aggregate of all outstanding obligations
under said account.

(g) Undertake self-management, contract for management
services, or pay any management or supervisory fees or allowances
out of project funds above the maximum permitted by the
Secretary.

Rider FHA-92465 on first 09-16-03
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(h) Receive any fee or kickback from any managing agent,
employee, or other provider of goods or services.

5. Amendment and Revision of Paragraph {12} of this
Regulatory Agreement.

Paragraph {12} of this Regulatory Agreement is hereby amended and
revised to read as follows:

(a) If the Owner has or comes to have any nonproject funds,
all ihcome and other funds of the project shall be segregated from
any svch funds of the Owner and segregated from any funds of any
other cofporations or persons. Income and other funds pledged to
the mortgaged property shall be expended only for the purposes of
the mortgaged property.

(b) Owner shall provide for the management of the project
satisfactory to HUD._Any management contract entered into by the
Owner involving the project shall contain a provision that it shall
be subject to termination ~without penalty and with or without
cause, upon written request hy HUD addressed to the Owner and
the management agent. Uperireceipt of such request the Owner
shall immediately move to termindte the contract within a period of
not more than 30 days and shall znake arrangements satisfactory
to HUD for continuing proper management of the project.

(c) Neither Owner nor its agents sucll make any payments
for services, supplies or materials unless such cervices are actually
rendered for the project or such supplies or mat srials are delivered
to the project and are reasonably necessary foi its operation.
Payments for such services or materials shall not exceed the
amount ordinarily paid for such services, supplies or raaterials in
the area where the services are rendered or the suzplies or
materials furnished.

(d) The mortgaged property, equipment, buildings, plans,
offices, devices, books, apparatus, contracts, records, documents,
and all other papers relating thereto shall at all times be
maintained in reasonable condition for proper audit and subject to
examination and inspection at any reasonable time by HUD and its
duly authorized agents. Owner and its successors, assigns or its
agents shall retain copies of all written contracts or other
instruments which affect the mortgaged property, all or any of
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which may be subject to inspection and examination by HUD or its
duly authorized agents.

(¢} The books and accounts of the operations of the
mortgaged property and the project shall be kept in accordance
with the requirements of HUD.

(f) Within 90 days following the end of each fiscal year HUD
shall be furnished with a complete annual financial report based
1pon an examination of the books and records of Owner prepared
ir, accordance with the requirements of HUD, certified to by an
officer-~af the Owner and, when required by HUD, prepared and
certified” by a Certifled Public Accountant, or other person
acceptable to HUD.

(g) At the request of HUD, its agents or designees,
employees, or attorneys, the Owner shall give specific answers to
questions upon which information is desired from time to time
relative to the income; assets, liabilities, contracts, operation, and
condition of the property aiid the status of the Mortgages and any
other information with respect to the Owner or the mortgaged
property and of the project wiaich may be requested.

(h) All rents and other receipts of the project shall be
deposited in the name of the project in-a bank, whose deposits are
insured by the FDIC, Savings Associauon Insurance Fund, or the
National Credit Union Share Insurance Fund. Such funds shall be
withdrawn only in accordance with the provisions of this
Agreement for expenses of project. Any person receiving funds of
the project shall immediately deposit such funds in the project
bank account and failing so to do in violation of {his-Agreement
shall hold such funds in trust. Any person receiving nroperty of
the project in violation of the Agreement shall immediateiy) deliver
such property to the project and failing so to do shall hold such
property in trust.

(i) Owner shall at all times, if required by the laws of the
jurisdiction, maintain in full force and effect a license to operate
the project from the State and/or other licensing authority. Owner
shall lease any portions of the project only on terms approved by
HUD.

Rider FHA-G2465 on first 08-16-03
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6. Amendment and Revision of Paragraph 16 (f) of the
Regulatory Agreement. From and after the date hereof, but only
for so long as the mortgaged property is encumbered by a mortgage
securing the MAHRA Restructuring Loan, (a} the definitions and
terms for ASurplus Cash@ and AResidual Receipts@ contained in
Sub-Paragraph 16 (f) of this Regulatory Agreement shall be referred
to and defined collectively as ASurplus Cash,@ and (b) definitions
for ACapital Recovery Paymentse and Alncentive Performance Fee@
shall be added, respectively, as Sub-Paragraphs 16. (n) and (o),
and such changes and additional definitions shall read as follows:

16. (f) "Surplus Cash" shall mean, any cash remaining at
the end of each fiscal year of the Owner after:

(1) the payment of: (i) All sums due or currently
required o be paid under the terms of (a) the mortgage or
deed of trust and/or the note secured thereby (AFirst
Mortgagee), ' any, the lien for which is prior to the lien of
the MAHRA Restructuring Loan, and, (b) if applicable,
subordinate FHA insured or HUD held mortgages with cash
flow priority (APrioritv—Cash Flow Indebtednessa) to the
MAHRA Restructuring Loan; (i) all amounts required to be
deposited in the reserve furd for replacements; (iii} all other
obligations of the mortgagea property other than the First
Mortgage and Priority Cash Fiew Indebtedness, unless funds
for payment are set aside or determent of payment has been
approved by the Secretary, and {iv]-the Capital Recovery
Payments, as defined and set forth herein: and

(2) the segregation of: (i) an amount equal to the
aggregate of all special funds (including /a " Section 8
Recapture Agreement Escrow Fund, if applicabilej required to
be maintained by the project; and (i) all tenauif security

deposits held.

16 (n) ACapital Recovery Payment(s)@ mean the
monthly payments, or, if no cash exists for the payment
thereof, the monthly accruals, each in the amount of
$13,030.92 per month, for 120 months, to reimburse the
Owner, with interest, for the capital contributions made by
Owner as a part of the MAHRA Restructuring Loan
transaction. The payment provisions for the Capital
Recovery Payments and the conditions therefore are
contained in this Rider.
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16. (o) “Incentive Performance Fee" means the annual
non-accruing fee which may be payable to the Owner to recognize
imputed Owner equity and provide an incentive for operating
efficiencies.

7. Additional Expenditures. From and after the date hereof, but
only for so long as the Mortgaged Property is encumbered by a mortgage
securing the Mortgage Restructuring Loan:

2.~ Subject to available cash, the Capital Recovery Payments shall
be veceived monthly by Owner; provided, however, the Owner may
not weceive the monthly Capital Recovery Payment unless (i) all
Project.¢xpenses are paid (unless funds for payment are set aside
or deferrnsnt of payment has been approved by the Secretary), (1i)
there are no/outstanding sums due under either the First Mortgage
or, il applicdble, Priority Cash Flow Indebtedness, (i} the
mortgaged property is in acceptable physical condition to HUD, as
evidenced by at least a 60 rating from HUD's Real Estate
Assessment Center {(sr/some other comparable determination of
physical condition as clested by HUD) unless Owner and HUD
have mutually agreed to. Qwner's proposal to cure deficient
mortgaged property condition(®y, (iv) all HUD audit or management
findings are resolved in a manner scceptable to HUD, and (v) there
is no default under the Regulatory Agreement, as amended by this
Rider, or any other documents which z idence or secure the First
Mortgage, the MAHRA Restructuring Loari, or any other permitted
encumbrance on the mortgaged property (2.l of the foregoing items
(i} through (v} are collectively referred to.as “Capital Recovery
Payment Conditions”). In the event that any of the Capital
Recovery Payment Conditions have not beei " satisfied, as
determined by HUD, the Capital Recovery Payments shall not be
made, but they shall accrue, without additional interest.until HUD
determines that they may resume. If cash is insufficiesit to pay
Capital Recovery Payments, as determined by HUD, after HUD's
review of the Owner’s audited annual financial statement, the
Capital Recovery Payments shall not be made, but they shall
accrue, without additional interest, until the next annual review by
HUD of the Owner’s audited annual financial statement confirms,
as determined by HUD, that there is sufficient cash then available
to resume the Capital Recovery Payments. HUD's determination
will include the amount of cash then available to the Owner for
payment toward accrued Capital Recovery Payments; and

Rider FHA-92485 on first 09-16-03
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b. The Incentive Performance Fee may be received annually by Owner
in the amount of One and Forty-One One Hundredths percent
(1.41%) of the Effective Gross Income derived from the mortgaged
property. The Effective Gross Income equals all rental and other
‘ncome that is realized annually through the operations of the
mortgaged property. The Incentive Performance Fee is payable, if at
all, from Surplus Cash after HUD concludes that (i) all Project
expenses have been paid (unless funds for payment are set aside
or deferment of payment has been approved by the Secretary), (i)
tlfere are no outstanding sums due under either the First Mortgage
o,/ if applicable, Priority Cash Flow Indebtedness, (iii) the
morigaged property is in acceptable physical condition to HUD, as
cvidencsd- by at least a 60 rating from HUD’s Real Estate
Assessment- Center (or some other comparable determination of
physical condition as elected by HUD) unless Owner and HUD
have mutually agreed to Owner's proposal to cure deficient
mortgaged property condition(s), (iv) all HUD audit or management
findings are resolvel.in a manner acceptable to HUD, (V) all
monthly Capital Recevery Payments have been received by the
Owner, and (vi) there s no default under the Regulatory
Agreement, as modified by this Rider, or any other documents
which evidence or secure- e First Mortgage, the MAHRA
Restructuring Loan, or under aiy other permitted encumbrance on
the mortgaged property (all of the foregoing items (i) through (vi)
are collectively referred to as “[nsentive Performance Fee
Conditions”). In the event any of the Incentive Performance Fee
Conditions have not been satisfied, the Taczntive Performance Fee
for that year shall neither be paid nor accrie., In the event that
Incentive Performance Fee Conditions have  Deen satisfied but
Surplus Cash is insufficient to pay any fee or a portion of the fee,
that portion of the calculated fee unpaid shall not accrue.

c. HUD will be deemed to have concluded that the- Capital
Recovery Payment Conditions and Incentive Performance Fee
Conditions have been conditionally satisfied, without prejudice,
however, to any of HUD's rights and/or remedies under this
Regulatory Agreement or otherwise, or HUD'’s right to assert and
pursue such rights and/or remedies, if HUD has failed, within 60
days after HUD's receipt of the Owner's annual financial
statement, to object to the payment of the Capital Recovery
Payment and/or Incentive Performance Fee.

8. Release of Regulatory Agreement. The Secretary hereby
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agrees that, upon the request of the Owner made on or after the date of
either the maturity or prepayment of the FHA-insured 221(d)(4) Mortgage
and Mortgage Note of even date herewith, the Secretary shall execute a
recordable instrument approved by the Secretary for purposes of
releasing this Regulatory Agreement of record. All costs and expenses
relating to the preparation and recording of such release shall be paid by
the Owner.

9. Headings. The headings and titles to the sections of this Rider
to this‘Regulatory Agreement are inserted for convenience only and shall

not be deemed a part hereof nor affect the construction or interpretation
of any previsions hereof.

[SIGNATURES PAGE FOLLOWS]

Rider FHA-92465 on first 09-16-03
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[SIGNATURE PAGE TO RIDER TO REGULATORY AGREEMENT]

OWNER:
ROOSEVELT/INDEPENDENCE ASSOCIATES,
Gy Il NS ‘Jv’(\t\‘c’t’ pwhaerghp

Date: August L, 2006 By: g/QU }‘HLC\Q

1gg1nbot 31
Its e General'Pgrtner

Secretary of Housing and Urban Development acting
by and through the Director of the Office of ,
Multifamily Housing Ae-s-rstaﬁee@est-pué%x -gcl |

ool Fdmafsen

Authorized Agent Fdward J. Hmséerger

Director, Chicago Multifamily HUB

ereer /<|’
Date: ‘DfU(DUST L . ZOO(D




