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REGULATORY AND OPERATING AGREEMENT

This Regulatory and Operating Agreement (this “Agreement”), dated and effective as of
September 1, 2010 is made by and among the Chicago Housing Authority, an Illinois municipal
corporation (the “Authority”) and Ogden North LLC, an [linois limited liability company (the
“Owner”).

RECITALS

A. The Owner intends to develop a one hundred thirty-seven (137) unit mixed
income melti-family residential rental development pursuant to 24 CFR Part 941, Subpart F, to
be known 2s Park Douglas (the “Development”) and which will consist of nineteen (19)
buildings, someof which will be developed on a portion of the site of the former public housing
development knowii 2s Lawndale Complex (the “Former Public Housing Development™). The
Owner has agreed to-dedicate sixty (60) units (the “PHA-Assisted Units”) in the Development
for use as “public housirg”™ as defined in Section 3(b) of the United States Housing Act of 1937
(42 USC § 1437, et seq.), as 2mended from time to time, any successor legislation and all
implementing regulations issued *hereunder or in furtherance thereof) (the “Act”) during the
Term (as defined herein) of this ‘Agreement. The Owner will finance the Development with a
combination of public and private sources, pursuant to a mixed-finance proposal submitted by
the Authority to the United States Deparinient of Housing and Urban Development (“HUD”} for
approval in accordance with 24 CFR Section 941,608. HUD has provided its written approval of
the mixed-finance proposal to the Authority as-srsvided in 24 CFR Section 941 .608(c).

B. In consideration of the Authority’s zgrzement to ground lease the land upon
which a portion of the Development will be constructed. to participate in the Development by
making a construction and/or permanent loan of CFRC finils in an amount not to exceed
$9,990,000 to the Owner or Developer (the “CHA Loan”) to-pay a portion of the costs of the
PHA-Assisted Units and by providing an annual operating subsidv.to Owner pursuant to the
terms hereof (the “Operating Subsidy”) to maintain the affordability 4 the PHA-Assisted Units,
the Owner has agreed to operate and maintain the PHA-Assisted Units as “public housing” as
defined in Section 3(b) of the Act during the Term of this Agreement. 7he Owner intends,
subject to All Applicable Public Housing Requirements, to operate and maintair s’} of the PHA-
Assisted Units as qualified low-income units under Section 42 of the Internal Revenue Code, as
amended, and to further operate and maintain the PHA-Assisted Units for the Tertn/as may be
required by Federal, State and local laws.

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

‘D. The parties hereto are entering into this Agreement in order to set forth the rules
and requirements for the operation and management of the PHA-Assisted Units and the terms
and conditions for payment of the Operating Subsidy.
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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,
dated December 11, 1995, between HUD and the Authority; 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 theiets,

(b)  “AC)Reserve” shall mean the ACC Reserve established and maintained in
accordance with the Gpeiating Agreement,

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

(d)  “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
Development in accordance with Section 4Z{h)(6) of the Code.

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

(f) “All Applicable Public Housing Peduirements” shall mean all requirements
applicable to public housing, including, without limitatioii. the Act, HUD regulations thereunder
(except to the extent that HUD has granted waivers.of resulatory requirements), the ACC
(including the Mixed Finance Amendment), the Mixed Finane Froposal dated July 27, 2010, as
amended, the Declaration of Restrictive Covenants, , this Ag:éement, the Gautreaux Court
Orders, the Amended and Restated Moving to Work Demonstration ‘Agreement, and all other
pertinent Federal statutory, executive order, and regulatory requirements; as such requirements
may be amended from time to time. '

(g)  “Allowed PHA-Assisted Units Expenses” shall mean all necessai'v-ard reasonable
operating expenses of or attributable to the PHA-Assisted Units for any period n ‘2n accrual
basis, including:

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

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




1025131095 Page: 8 of 69

UNOFFICIAL COPY

(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;

(iv}  Asset management fee paid to the Investor or its designee;
(v} Deposits into any Replacement Reserve for PHA-Assisted Units.

The parties acknowledge that the land and/or improvements, or portions thereof or of the
assessed raluzs thereof, may be exempt from real estate taxes and/or subject to total or partial tax
abatement. Aczordingly, the parties agree that only those portions of real estate taxes and special
assessments awtiibutable to the PHA-Assisted Units, after giving effect to such exemptions and
abatements, shall < vacluded in “Allowed PHA-Assisted Units Expenses.” Further, in the event
that any expense is at‘iibutable to PHA-Assisted Units and other property comprising the
Development, such exncise shall be equitably apportioned between all such property so that
“Allowed PHA-Assisted Urits Expenses” shall include only that portion of such expense that is
so apportioned to the PHA-Assisted Units,

(h)  “Authority” shall have ths meaning given in the Recitals.

(1) “Authority Fiscal Year” shall srican the Authority’s fiscal year for purposes of
calculating the operating subsidy received by the Authority pursuant to Section 9 of the Act. The
Authority Fiscal Year is currently January ! to December 31. The Authority shall notify the
Owner of any change in the Authority Fiscal Year.

) “Authority Loan Documents” shall meaq all documents evidencing or securing
the CHA Loan.

k) “Capital Expenditures” shall mean costs that would be eligible to be paid from
the Replacement Reserve in accordance with the Operating Agreemént and not otherwise
ineligible to be paid from Public Housing Funds.

(1) “CHA Loan” shall have the meaning given in the Recitals.

(m)  “City” shall mean the City of Chicago.

(n) “Code” shall mean the Internal Revenue Code of 1986, as amended.

(0)  “Compliance Period” shall have the meaning given in Section 42 of the Code.
(p)  “Construction Loan” shall mean that certain loan of First Mortgage Lender.

(@@  “Construction Period” in reference to all or a portion of the PHA-Assisted 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 or, if multiple certificates of
occupancy are issued, the last of such certificates.
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(r}  “Declaration of Restrictive Covenants” shall niean the recorded declaration, dated
as of September 1, 2010 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. '

(s} “Developer” shall mean B-M Ogden LLC, an Illinois limited liability company.
(t) “Development” shall have the meaning given in the Recitals.

(v “Development Fiscal Year” shall mean the fiscal year of the Owner, irrespective
of whether such Fiscal Year coincides with the Aathority Fiscal Year,

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

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

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

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

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

(aa)  “Estimated PHA-Assisted Units Income” shill we=an the PHA-Assisted Units
Income estimated for any period.

(bb)  “Excess Operating Subsidy” shall have the meaning given in Section 4(i) hereof,
(cc)  “Extended Use Period” shall have the meaning given in Secticn 4’ of the Code.

(dd)  “First Mortgage Lender” shall mean Citibank, N.A_, its successcs assigns and
transferees including, without limitation, the lender under any Permitted Refinancing.

(ee) “Gautreaux Court Orders” shall mean applicable orders of the 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 (note: Gautreaux vs. CHA et al., No. 66 C 1460, and the consent decree
thereunder, was terminated in 1997).

(ff)  “Ground Lease” shall mean that certain Ground Lease by and between the
Authority and Sinai Community Institute, Inc. (“Sinai”), an Ilinois not for profit corporation,
which has been assigned by Sinai to Owner pursuant to that certain Assignment and Assumption
and Amendment to Ground Lease, by and among Sinai, Owner and the Authority dated as of
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, 2010 as amended from time to time in accordance with their terms, relating to the land -
described in Exhibit A-1 hereto.

(g2) - “HUD” shall have the meaning given in the Recitals.

(hh)  “Initial Operating Deficit Reserve” shall mean the Operating Deficit Reserve
Account required to be established and maintained in accordance with the Operating Agreement

(i)  “Investor” shall mean U.S.A 71 Park Douglas LLC. or related entity, in its
capacity as the Investor member of the Owner pursuant to the Operating Agreement, and its
permitted successors and assigns.

() .~ “Management Agent” shall mean the Management Agent acting under the
Management Agcoement in effect from time to time.

(kk) “Mazagement Agreement” shall mean the Management Agreement covering the
PHA-Assisted Units in‘eftect from time to time in accordance with Section 3(e) hereof.

() “Managemeni” Flan” shall mean the comprehensive and detailed written
description of the policies and orocedures to be followed in the management of the PHA-
Assisted Units, prepared by the Mariagement Agent and approved in writing by the Owner, the
Authority and HUD prior to its implerhentation, and which shall thereafter be revised only with
the prior written approval of the Owner, ‘he Authority and, if required, HUD, as described in
Section 3(e) hereof,

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

(nn)  “Mortgage” shall mean any mortgage ordecd of trust encumbering the
Development, or any portion thereof, as security for a loan.

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

(pp) ortgage Loan(s)” shall mean, collectively, the mortgage i040/8) or other
mortgages sccuring financing arrangements secured by Mortgages and obtained by the Owner to
assist in financing or refinancing the construction and development of the Development, other
than the CHA Loan.

(q9) Moving To Work Program” shall mean 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 cost-etfective manner pursuant to
that certain Amended and Restated Moving to Work Demonstration Agreement between the
Authority and HUD, dated June 26, 2008, as may be hereinafter amended.

()  “Operating Subsidy” or “Operating Subsidies” shall mean the amounts payable
by the Authority in accordance with Section 4(d) hereof or as otherwise provided herein.
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(ss)  “Operating Agreement” shall mean that certain Operating Agreement of the
Owner, dated as of September 1, 2010 as the same may be amended from time to time.

(tt)  “Owner” shall have the meaning given in the Recitals, and its successors and
assigns.

(wu)  “Permitted Investments” 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,
(ii) commereial paper bearing either of the two highest ratings by Moody’s Investors Service,
Inc. (“Moody’sy or Standard and Poor’s Rating Services, (iii) tax-exempt notes or bonds rated
MIG-2 or bettet by Moody’s, (iv) investment agreements or guaranteed investment confracts,
rated, or with any ‘tnincial institution whose senjor long-term debt obligations are rated, at the
time of such agreement O contract is entered into, in one of the three highest rating categories
for comparable types of (bligations by any nationally recognized rating agency, (v) securities of
public investment companiés mgistered with the Securities and Exchange Commission with
assets in excess of $100,000,000 3 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 aa4d the Owner.

(vv)  “Permitted Refinancing” shall rneun the refinancing of any Mortgage Loan to be
made to the Owner by a Mortgage Lender pursuazic fo loan documents approved by the CHA and
HUD.

(ww) “PHA-Assisted Units” shall have the meaning given in the Recitals, which units
shall be operated and maintained as “public housing” units i accordance with All Applicable
Public Housing Requirements, as further described in Section Z hierenf,

(xx)  “PHA-Assisted Units Expenses” shall mean the sum of () Aillowed PHA-Assisted
Units Expenses, (ii) the portion of any real estate taxes or payments in liet, 0f real estate taxes to
be paid with respect to the PHA-Assisted Units, if any, paid by the Owner and not directly by the
Authority, and (iii) amounts, if any, payable by the Owner to occupants of e PilA-Assisted
Units as utility reimbursements (i.e. “negative rent”), if any, notwithstanding “ibe current
provision for the payment, thereof as set forth in Section 3(j).

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

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

(aaa) “PHA-Assisted Units Income” shall mean all income of the Owner in respect of
PHA-Assisted Units, determined on an accrual basis, including all types of revenue shown as
line items on Form HUD 92547-A, or any successor thereto, and the receipt of any reserve funds
made available by the Authority, but not including Operating Subsidies and Tenant Rent
collected pursuant to Section 3(j) and deposited pursuant to Section 5(c) hereof.
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(bbb) “PHA-Assisted Units Shortfall” shall mean the amount by which PHA-Assisted
Units Income plus Operating Subsidies is less than PHA-Assisted Units Expenses for any period;
provided, however, for purposes of caleulating any “PHA-Assisted Units Shortfall” there shall
not be taken into account any Operating Subsidies due from, but not paid by, the Authority’

(ccc)  “PHA Plan” shall mean the annual plan adopted by the Authority and approved
by HUD under the Amended and Restated Moving to Work Demonstration Agreement, as
amended from time to time, and upon termination of such Agreement, any successor annual plan
and amendments thereto,

(ddd) “PHA Tenant Rent Reserve Account” shall have the meaning assigned to it in
Section 5

(eee) “Puice Index” shall mean the “Consumer Price Index for All Urban Consumers”
published by the Pareau of Labor Statistics of the United States Department of Labor, for the
Chicago-Gary-Kenoslia, iL-IN-WI area, All Items, (1982-84=100), or any renamed local index
covering the metropolitasChicago area or any other successor or substitute index appropriately
adjusted.

(fff)  “Public Housing Fnnd<” shall mean any funds derived from the federal public
housing programs as described in the Act. including, but not limited to, development funds,
operating funds, capital funds and “7<aant Housing Payments paid by tenants of the
PHA-Assisted Units.

(gg8) “Relocation Rights Contracts” slzil mean those certain CHA Leaseholder
Housing Choice and Relocation Rights Contracts apyroved by the Board of Commissioners of
the Authority on March 20, 2001 and October 16, 2001, as/amended from time to time.

(hhh) “Replacement Reserve” shall mean any replaccmend reserve for the PHA-Assisted
Units required to be established under the terms of the Mortgage Loans (and approved by the
Authority) or under the terms of the CHA Loar.

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

(i)  “Screening Criteria” shall have the meaning given in Section 3(h).
(kkk) “State” shall mean the State of Illinois.

()  “Subsidy Carryover Reserve Account” shall have the meaning assigned to it in
Section 3.

(mmm)“Tax Credit Requirements” shall mean any and all federal, state and local
requirements pertaining to the Tax Credit Units’ eligibility for Tax Credits including, without
limitation, any and all matters required by Section 42 of the Code and the Income Tax
Regulations thereunder, all applicable notices, policies, procedures and administrative rulings of
the Internal Revenue Services, all applicable rules, policies and procedures of the City, the
Affordable Housing Tax Credit Restrictive Covenant or any other agreement made with the City,
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relating to the Tax Credit Units’ eligibility for Tax Credits whether or not such requirement is
explicitly stated in Section 42 or of the Code or the Income Tax Regulations thereunder.

(nnn) “Tax Credits” means the federal low-income housing tax-credits under Section 42
of the Code.

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

(ppp) “Tenant Housing Payments” shall have the meaning given in Section 3(j).
(9ed), “Tenant Rent” shall have the meaning given in Section 3(j).

(trr)  “Venant Selection Plan” shall mean the Tenant Selection Plan for the PHA-
Assisted Units as apmroved by the Authority.

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

(ttt)  “Utility Allowance” shall mear! the utility allowance established by the Authority
for the PHA-Assisted Units.

(uuu) “Waiting List” shall have the meaning gi~e. in Section 3(f) of this Agreement,
2. PHA-Assisted Units.

a. Initial Bedroom Distribution. During the Term of #iis Agreement, and subject
to Section 6, the Owner will continuously sct aside the PHA-Assisted _nits as “public housing”
units, for occupancy by households eligible for public housing who wiil be obligated to pay
Tenant Housing Payments in compliance with and subject to All Applicable Public Housing
Requirements.  Provided that the Owner continues operating the PHA-Assisied Units in
accordance with All Applicable Public Housing Requirements, such units shall ‘t& eligible to
receive the benefits of Operating Subsidies to the extent such funds are appropriaced 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 shall initially comprise the
~ following mixture of unit sizes and descriptions:
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New Construction

1 Bedroom Units _7_ 2 Bedroom Units 31
3 Bedroom Units 17 4 Bedroom Units _5_
S Bedrooms _(_
Total Units 60

Any change in bedroom mix shall require the written consent of the Authority and of HUD.

b. Location of Units. There shall not be less than sixty (60) total PHA-Assisted
Units witkin)the Development. The location of the PHA-Assisted Units may float among the
rental units wiihin the Development consistent with the Management Plan. Provided, however,
that as of the d2ie-of this Agreement, the Owner has designated the units listed on Exhibit D as
the units that wiil‘r< PHA-Assisted Units to be occupied by public housing residents upen the
first leasing of the uniis ia the Development. Exhibit D has been presented by the Owner to the
Authority and such Exhinit has been approved by the Authority, prior to the execution of this
Agreement. Following the daie of this Agreement any proposed changes to Exhibit D shall be
submitted in writing by the Cwner-to the Authority and HUD for their prior written approval,
All proposed changes must be présented no later than six (6) weeks before the anticipated punch
list for the first unit to be leased ir. e Development. The Authority will respond to any of
Owner’s requests for changes to Exhibit' ™ within fourteen (14) calendar days of receipt of any
such request, and will facilitate HUD review and approval of an amendment to the Mixed
Finance Amendment, to the extent required, withii a reasonable time. The Owner agrees to pay
the Authority’s costs for processing any amendnient to the Mixed Finance Amendment to
accommodate changes in unit location,

C. Over-Income Tenants. Consistent with A}l Applicable Public Housing
Requirements, a unit shall not lose its status as a PHA-Assisted init solely because the income
of the tenant residing therein rises above the then applicable putiiz housing income limit or
above the income tier for which such tenant originally qualified; any si:.ch-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 and the Tenant Selection #lan. During the
Compliance Period and the Extended Use Period, the PHA-Assisted Units shaii be subject to Tax
Credit Requirements and such modifications in lease and occupancy terms as ore permitted
hereunder and as may be required for compliance with the Tax Credit Requirements.

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

e. ADA Accessibility. PHA-Assisted Units shall be constructed and equipped in
accordance with all applicable accessibility requirements, including the following: (1) City of
Chicago Building Codes; (i) American National Standards Institute (A117.1-1986); (iii) the
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Uniform Federal Accessibility Standards, 24 CFR Part 40 (Appendix A); (iv) Section 504 of the
Rehabilitation Act of 1973 (24 CFR Part 8); (v) Fair Housing Design Standards; and (vi)
Americans with Disabilities Act and Accessibility Guidelines thereunder.

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
Owner shall maintain and operate the PHA-Assisted Units in accordance with those provisions
of the Relocation Rights Contract (relating to lease compliance and grievance procedures)
applicable to the Owner, this Agreement and any other agreement entered into by the Owner, and
approved by the Authority and HUD, with respect to the development, operating and/or
maintenance” of the Development (collectively, the “Development Documents™). The Owner
shall also perfuiniany and all acts required of it as Owner to enable the Authority to fulfill its
obligations to HUf with respect to the PHA-Assisted Units. The Owner shall take all actions
necessary and approprizce to avoid a default (as defined in the ACC) with respect to the PHA-
Assisted Units.

b. Prevailing Law. Iu 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. In the event of any confiic: during the period when the ACC is in effect with
respect to the PHA-Assisted Units, between (1), this Agreement; and (ii) the Authority Loan
Documents, then the requirements of this Agreemment shall control, except to the extent that a
more restrictive requirement under the Authority Loan Documents can be enforced without
violating any of the All Applicable Public Housing Réguirements, provided that the enforcement
of any such more restrictive requirement shall not impai: any rights of the First Mortgage
Lender.

C. Authority PHA-Assisted Units Goals. The - Awthority and the Owner
acknowledge that HUD’s development program is intended to permit f ubiic housing authorities,
in partnership with other public and private entities, to address the needs ¢f severely distressed
public housing and to create mixed-income communities. Further, the Authority and the Owner
acknowledge that the goal of achieving long-term sustainability of the PHA-Assisted Units as
part of such mixed-income community will be enhanced by administrative procedurés and terms
and conditions of occupancy that reduce discernible distinctions in operation and minienance,
and conditions of continued occupancy, between the PHA-Assisted Units and the
non-PHA-Assisted Units to the greatest extent feasible, while assuring that the PHA-Assisted
Units are available to house families who meet the occupancy objectives of the Authority
described herein and the Gautreaux Court Orders. Sections 3(d) through 3(0) enumerate certain
respects in which operating procedures and other requirements as to the PHA-Assisted Units will
differ from those in effect with respect to public housing units owned by the Authority. Subject
to All Applicable Public Housing Requirements, the Authority and the QOwner 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 will consult 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

10
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regulations necessary to permit the Authority to undertake measures that enhance 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).

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, mdy-ue made applicable to the PHA-Assisted Units, after following any procedural
requirernents.

d. Ma'ntznance of Records. The Authority shall remain responsible for
maintaining sufficient records, and taking necessary action(s), to assure HUD that all Authority
obligations to HUD under All Applicable Public Housing Requirements are fulfilled. However,
where the ACC or other Al Azplicable Public Housing Requirements require the Authority to
turnish reports, records, statem smg, certificates, documents or other information to HUD
regarding the PHA-Assisted Uniis, the Owner shall furnish such reports, records, statements,
certificates, documents or other inforination to the Authority or otherwise satisfy the Authority’s
requests with respect to such matters, upeit reasonable notice. Nothing contained in this Section
shall be construed to relieve the Owner of it obligation to maintain its own books and records,
It shall be the responsibility of the Owner to matntain sufficient records, and to take necessary
action(s), to assure compliance with all obligations reiating to the PHA-Assisted Units under the
Development Documents. Owner shall furnish reports, records, statements, certificates,
documents or other information as necessary in order o comply with the requirements of this
provision.

€. Management. Subject to All Applicable Public Uousing Requirements, the
Owner will retain the Management Agent for the Development, including the PHA-Assisted
Units, pursuant to the Management Agreement, which will be subject t¢ written approval by the
Authority and HUD. The management of the PHA-Assisted Units shall be in zompliance with
All Applicable Public Housing Requirements, including the lease and grievance procedures set
forth in 24 CFR Part 966, as approved by the Authority and HUD, and any oirer' applicable
Federal requirements, including the Uniform Relocation Act (“URA™), if applicable, ana the Tax
Credit Requirements. Owner shall cause the Management Agent to be responsible to the Owner
for management of the PHA-Assisted Units in accordance with the terms of this Agreement and
All Applicable Public Housing Requirements and in accordance with the Management Plan. The
Owner will comply with any applicable notices required under the URA. If required, the
Authority will at its expense, provide relocation benefits to tenants where the URA 1s applicable.
If statutes, executive orders and regulations regarding public housing are amended or repealed,
the Management Plan and approvals by the Authority and HUD must be amended to
accommodate these changes, if required by such statutes, executive orders and regulations.

A failure to comply with any material aspect of an approved Management Plan shall
constitute a default under this Agreement entitling the Authority to exercise remedies hereunder,

11
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and cause termination of Operating Subsidies as set forth in Section 4(d) hereof subject to
applicable notice and cure periods set forth in Section 1 1(b).

Owner shall cause the Management Agent to 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, including, but not limited to, the following as pertaining to the
PHA-Assisted Units: (1) preparing reports as directed by the -Authority using the Authority’s
Management Information Systems (“MIS”), or any other system mutually agreed upon by the
Authority and Owner, and maintaining office records, books, accounts and reports in a manner
satisfactorv to the Authority; (2) as directed by the Authority, using the Authority’s MIS which
may inclade all functions of the system of record purchased by the Authority, including, but not
limited to, worls orders, housing eligibility, tenant accounting, accounts payable, general ledger,
bank  reconciliaiion, payroll, purchasing, fixed assets, inventory  control  and
modernization/development.  Owner shall cause the Management Agent to use the system of
record (or replacement software) as provided by the Authority at no cost to the Owner or the
Management Agent. Tie Authority reserves the right to change the software and also utilize
forms and spreadshects t¢_ipsut information into the system of record, provided that any
extraordinary operating cost relz(&c thereto shall be paid by the Authority. The Owner shall
cause the Management Agent to inspect all PHA-Assisted Units annually utilizing the required
Uniform Physical Inspection Standari (“JPIS”} form in conjunction with the annual tenant
recertification process, as incorporated 41 the Management Plan. All UPIS results must be
entered into the system of record.

Subject to All Applicable Public Housing Requirements, the Management Plan must be
approved in writing by the Owner, the Authority and BUD prior to its implementation and shall
not be amended in any respect material to the performance of the Owner’s obligations hereunder
without the prior written approval of the Authority and, t) the extent required HUD. The
Authority shall not unreasonably withhold its approval of the Management Plan or amendment
thereto. The Management Agreement will contain appropriate provisions providing access by
the Authority, upon request therefor, to books and records maintained by the Management Agent
with respect to the PHA-Assisted Units. The Authority agrees that the iniiial Management Agent
retained by the Owner will be Interstate Management Company.

Subject to All Applicable Public Housing Requirements, the Owner m y replace the
Management Agent at any time with the prior approval of the Authority and, t¢ e extent
required, HUD; provided, however, during the Compliance Period, if Owner shall propose a
Management Agent in writing, the Authority may disapprove such proposed Management Agent
only in writing specifying the grounds for such disapproval, which grounds shall be limited to
reasonable cause, ordinarily restricted to: (1) insufficient prior experience in managing affordable
or public multifamily rental housing; (if) demonstrated poor performance in managing affordabie
or public multifamily rental housing; (iii) litigation or other controversy affecting the Authority:
(iv) having 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 writing, consistent with the standards established in this Agreement,
within thirty (30} days of receipt of Owner’s written proposal and supporting documentation,
shall constitute the Authority’s approval. Pending receipt by Owner of the Authority’s written

12
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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 including the PHA
Assisted Units directly or through ifs Authority-approved Management Agent 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 mortgagec-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 shall discharge the obligations of the
Owner ia &l compliance with the terms of this Agreement and the Management Agent shall
perform its obligation in accordance with the Management Plan and the Management
Agreement.

f. Admission to Occupancy.

(1) The Qwper shall comply (or cause the Management Agent to comply)
with the Tenant SeleciionFlan and the Management Plan. The Authority will fumish to
the Owner a list of personz.who shall have first priority to be offered a replacement PHA-
Assisted Unit in the Developinent (as expressly provided in the Tenant Selection Plan)
(“First Priority Residents™), subjset-to the income tiering requirements of the tax credit
application to the City, and the provisions of the Relocation Rights Contracts. All other
occupancy referrals shall be obtained 4y the Owner through the development of a
site-based (subjurisdictional) waiting list derived from the Authority’s current public
housing waiting list or, if no such waiting list &xists, from a waiting list created by the
Owner in conformity with All Applicable Pubiic' Housing Requirements (the “Waiting
List”). All prospective tenants, including First Priority Rasidents, shall complete housing
applications and comply with required procedures within the time given (all such
procedures and times to be developed in consultation with-the Authority). The Authority
agrees, subject to any required HUD approval and to the & tent permitted by law, to
defend, protect and hold harmless the Owner, each person who controls the Owner and
the Management Agent against all losses, claims, damages, penallies, judgments,
liabilities and expenses (including but not limited to attomey’s fees aud expenses) that
the Owner, each person who controls the Owner and the Management Ageit inay pay or
incur arising out of* (a) any claim relating to the exclusion or alleged excluxien of any
individual from the list of First Priority Residents, as such list may be revised from time
to time; (b) any claim (i) alleging that the Authority has failed to comply with the
Relocation Rights Contracts, or (ii) alleging that the Tenant Selection Plan, the Lease, the
Waiting List, the Management Plan or any of the other documents contemplated
hereunder violate the Relocation Rights Contracts; provided, however, that (i) the Owner
notifies the Authority in writing of such a lawsuit promptly upon the institution of any
such claim against the Owner, any person who controls the Owner or the Management
Agent; and (ii) the Authority reserves the right to participate in the defense of any suit
related to such claims; and provided, further, however, that this indemnification shall not
apply or be available if and to the extent any such losses, claims, damages, penalties,
Judgments, liabilities and expenses (including associated legal fees) have resulted from
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the failure on the part of the Owner and/or the Management Agent to comply with All
Applicable Public Housing Requirements or the terms of the Tenant Selection Plan, the
Management Plan or the Lease approved by the Authority (unless such failure results
from the failure by the Authority to comply with waiting list or other requirements for
which it is responsible).

()  The Authority delegates to the Owner, subject to re-delegation to the
Management Agent, all administrative functions in connection with admission of
applicants to occupancy of the PHA-Assisted Units, including application intake,
applicant interview and screening, verification procedures, determination of eligibility for
admission and qualification for preference, record maintenance, waiting list maintenance,
uati-assignment and execution of leases, all in accordance with criteria and procedures
appioyed by the Authority and HUD and in accordance with All Applicable Public
Housing K¢quirements, the Tenant Selection Plan and the Management Plan.

(iif) “ Admission to occupancy into PHA-Assisted Units shall be limited to First
Priority Residenis and any other prospective  occupants (collectively, “Eligible
Occupants”) who meet #ie following requirements: (A) for the Term, the eligibility and
occupancy rules for admission to public housing under All Applicable Public Housing
Requirements; (B) during the-Compliance Period and Extended Use Period, applicable
requirements for occupancy “drder the Tax Credit Requirements; and (C) the Tenant
Selection Plan. The Managemeni Agent shall establish procedures, which shall be set
forth in the Tenant Selection Plan, for informal review of eligibility or suitability
determinations or denial of preferences fot applicants for admission to the PHA-Assisted
Units, consisting of an opportunity for a méetin g with a person or persons designated by
the Management Agent other than the person why made the initial determination,

(iv)  Unless the additional ten (10) year “tai” \2rm set forth in the Declaration
of Restrictive Covenants is amended or waived, the systein for administering admissions
to the PHA-Assisted Units shall be revised, subject te- Authority approval and All
Applicable Public Housing Requirements, if and only to the ez ent necessary such that by
no later than the end of the thirtieth year after the date of first occu pancy of the last PHA-
Assisted Unit (the “Effective Date™), there shall be no need for the Authority to provide
Operating Subsidies to the PHA-Assisted Units, and the Owner sh#il-be able to
demonstrate a reasonable likelihood of repaying all debt on the Developnieni (including
all debt owed to the Authority) in accordance with their respective terms; provided,
however, that prior to amending the system for preferences, Owner will avail itself of any
alternative arrangements which are then available in order to demonstrate such
reasonable likelihood. If the Owner wishes to make such a determination, the QOwner
shall submit to the Authority for approval, which approval shall not be unreasonably
withheld, delayed or conditioned, a plan scheduled to become effective as of the
Effective Date, subject to All Applicable Public Housing Requirements, to eliminate such
need for Operating Subsidy by the end of the thirtieth year after the date of first
occupancy of the last PHA-Assisted Unit, In the event that, despite the reasonable efforts
of the Owner, such plan is inadequate and is resulting in a PHA-Assisted Units Shortfall,
the Owner may request, subject to Authority approval, not to be unreasonably withheld,
that Operating Subsidy payments be reinstated in accordance with this Agreement.
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Nothing herein is intended to authorize any deviation from All Applicable Public
Housing Requirements or any preference for families that are not eligible for public
housing. PHA-Assisted Unit Shortfalls that occur during any period during which the
Owner has voluntarily elected not to receive Operating Subsidies shall not form the basis
for any right of transformation under Section 6(f).

(V) The Authority will ensure that the material elements of this Agreement
(including but not restricted to, the Waiting List, any site-based resident selection
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
ensury 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 1 and provisions for the PHA-Assisted Units and their operation as may be
necessary ol apnropriate to ensure that the provisions of this Agreement and the operating
policies of the PIiA-Assisted Units (including, but not restricted to, the Waiting List, any
site-based resideri selection preferences, and transformation remedies) are recognized by
HUD. To the exten: notprovided at the Authority’s website, the Authority will provide
to Owner (1) a copy of «any proposed Public Housing Agency Plan, or amendment
thereto, no later than the time-public notice is given pursuant to Section SA(e)(2) of the
Act, and (2) a copy of its Public Housing Agency Plan and all amendments thereto, as
adopted, within thirty (30) days of wioption, and shall make good faith efforts to provide
earlier notice of contemplated changes to the PHA Plan which would materially affect the
Development or the Owner.

g Preference System. The Authority, in z2cordance with All Applicable Public
Housing Requirements, hereby authorizes the Owner 1 establish the Waiting List. The Owner
shall select prospective tenants from the Waiting List subject to\All Applicable Public Housing
Requirements, the Tenant Selection Plan, the Tax Credit Regiirements and the Affordable
Housing Tax Credit Restrictive Covenant. The Authority shall grovide the Owner in a timely
manner with its waiting list of qualified tenants for occupancy of the FHA<Assisted Units.

h. Screening Criteria. Screening Criteria and procedures establishid by the Owner
to be utilized by the Management Agent with respect to admissions to all Gnits'in the PHA-
Assisted Units are set forth in the Tenant Selection Plan (the “Screening Criteria”). The
Screening Criteria will not necessarily be identical to those utilized by the Autlicrity 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 regulations issued
thereunder, 24 CFR Part 100; Executive Order 11063 (Equal Opportunity in Housing) and
regulations issued thereunder, 24 CFR Part 107; the fair housing poster regulations, 24 CFR
Part 110, advertising guidelines, the Tax Credit Requirements and Al Applicable Public
Housing Requirements,

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

T the extent that applicable statutes and HUD regulations governing the calculation of
rent payable by tenants of public housing currently or hereafter in effect provide discretion to
public housing authorities in matters such as inclusions or exclusions from income, minimum or
ceiling rents, or ottier 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 PH./i-Assisted Units, except as otherwise provided in the approved
Management Plan, ManageineatAgreement 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 T 'iA-Assisted Units under the circumstances contemplated
in Section 6 hereof, subject to All Applicible 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 Tetian: Housing Payments and an option to the then
currently residing tenant(s), if eligible, to remair 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 (to the extent available). Tinant leases shall advise tenants of
the potential impact on them if a public housing transformation seeurs as described in Section 6
hereof.

i Tenant Housing Payments, Tenant Rents and Utility AMlowances. The tenant
housing payments (“Tenant Housing Payments™) for occupancy in the PHA ‘Astisted Units shali
be the greater of (i) $75.00 per month or (ii) at the tenant’s election, the fiat'toit established
under 24 C.F.R. 960.253(b) or 30% of the total tenants’ adjusted income or such iber limit on
total tenants’ adjusted income in accordance with Al Applicable Public Housing Rejuirements,
provided that any higher limit on total tenants’ adjusted income shall not be used unless and until
such higher limit has been approved by the Authority and such higher limit does not violate the
requirements of Section 42 of the Code. 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 by 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 the amount of such excess (i.e. “negative rent”)
directly to the applicable utility company from operating funds available to the Authority.
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k. Procedure for Requesting Waivers. If at any time during the Term of this
Agreement HUD shall, by regulation or other administrative rule applicable to the PHA-Assisted
Units (which regulation or rule is not required by statute), modify the eligibility or suitability
standards, including preferences, for occupancy of public housing units; the criteria or methods
for caleulation of applicant or resident income or contribution to rent, or any other factor bearing
upon the charges for or occupancy or use of public housing units 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 shall 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 inconsistent with then—current
Authority rolicies or procedures applicable to mixed-finance developments of the Authority. If
the Authoniy does not seek a waiver as contemplated by the immediately preceding sentence, the
Authority agrzes to work with the Owner to mitigate any adverse economic consequences of
such regulation «r #ther administrative rule for the PHA-Assisted Units.

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

L Tenant Grievance- Procedure. The Owner, with Authority approval, shall
establish a temant grievance procedurs; in accordance with All Applicable Public Housing
Requirements (including, but not limited “o, HUD’s implementing regulations at 24 CFR Part
966, Subpart B, as may be amended from tim< to time), for tenants of the PHA-Assisted Units in
compliance with the requirements of Section G(x},of the Act and consistent, to the maximum
extent feasible, with the intent stated in Section 3/0)-above. Such procedures will provide for
informal discussion and settlement of grievances by the ilanagement Agent and hearing before a
hearing officer appointed in accordance with procedures cescribed in the Tenant Selection Plan.
It shall be the responsibility of the Owner to revise the tenari giievance procedures set forth in
the Tenant Leases as required by changes in All Applicable FPulskic Housing Requirements and
State law. In the event of repeal or modification of Section ok) 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, to the extent not inconsisient with All Applicable
Public Housing Requirements, 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 subject
to the Tax Credit Requirements and will be operated in accordance therewith. The
Authority will not disapprove (with respect to the PHA-Assisted Units) any policy of
Owner that is permitted under All Applicable Public Housing Requirements and required
for compliance with the Tax Credit Requirements. The Owner and 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 not colléct rents for such units in excess of
such levels.
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(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 Credit Requitements as applied to the PHA-Assisted Units, '

(i) Notwithstanding anything to the contrary in this Agreement, it is the intent
of the Authority and the Owner that payments will be made to and retained by 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.

n. Real Estate Tax Abatement/Exemption. The Authority shall take such action
as may be required to enable the PHA-Assisted Units to qualify for an abatement and/or
exemption of real estate taxes, including approval of a certificate of Real Estate Tax Abatement
in accordance w14 the Illinois Revenue Code, 35 ILCS 200/18-177 (1999), as the same may
hereafler be amended; provided that the Authority’s obligation shall be conditioned on the timely
submission to the Autliority by the Owner of all required documentation.

0. Monitoring ov the Authority, Notwithstanding the Owner’s agreement to
perform the obligations set fori in-this Agreement, the Authority remains legally responsible to
HUD under the ACC for ensuring that the Owner (either directly or through its general contractor
or, management agent or other agent).4evelops, operates and maintains the PHA-Assisted Units
in accordance with All Applicable Public Fousing Requirements. In addition, the Authority shall
monitor the Owner’s performance for compliarce, with prevailing State and local laws relating to
the public housing.

4. PHA-Assisted Units Operating Subsidy.

a. Annual Submission of Operating ‘Budgzi. and Schedule of Capital
Expenditures. For purposes limited to documentation and_arnual budget projections with
respect to the PHA-Assisted Units, a Development Operating Budpt is required as described
herein. No reconciliation of income and expenses shall be required with respect to the
Development as a whole,

Not later than sixty (60) days prior to the anticipated date of firsi availability for
occupancy of any PHA-Assisted Unit, and not later than ninety (90) days before the first day of
each subsequent Authority Fiscal Year, the Owner shall submit to the Authority jis proposed
Development Operating Budget for the following Development Fiscal Year (or, in the case of the
year in which first availability for oCeupancy occurs, the remainder thereof). The Development
Operating Budget shall include projections of Estimated Allowed PHA-Assisted Units Expenses,
Estimated PHA-Assisted Units Expenses 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 shall submit to the Authority a schedule of
any Capital Expenditures proposed to be made during the next Development Fiscal Year with
respect to the PHA-Assisted Units, together with a schedule of existing balances in, and
anticipated deposits to be made into, the Replacement Reserve allocable to the PHA-Assisted
Units.
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b. Authority Review and Approval of Operating Budget. Not later than sixty
(60) days after receipt thereof, the Authority 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 Budget 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 reconcitiation 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 #i= 1esults of such methodology, if the total Estimated PHA-Assisted Units Expenses set
forth in the preposed 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 Unitz)Operating Budget for the next Development Fiscal Year. Pending the
results of such methcdelogy, 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 b7 riste than 10%, the PHA Assisted Units Operating Budget for the
next Development Fiscal Year shaii be the tota] Estimated PHA-Assisted Units Expenses for the
current Development Fiscal Year increased by 10%. The parties agree that the results of such
methodology shall be the basis for deiesi ining total Estimated PHA-Assisted Units Expenses in
the Owner’s PHA Assisted Units Operatiry, Budget for the next Development Fiscal Year.

To the extent an approved Development Operating Budget includes withdrawals from
Reserves to meet operating requirements, no additionel Authority approval shall be required with
respect to the release of such Reserves on a monthly basis;concurrent with payment of Operating
Subsidy. Funds for such purpose shall be transferred firs! fom the Subsidy Carryover Reserve
Account to the extent of available funds and next from the PHA Tenant Rent Reserve Account.

C. Authority Review and Approval of Proposed Capital Txpenditures. Not later
than sixty (60) days after receipt thereof, the Authority shall either apprové the Owner's proposed
schedule of Capital Expenditures to be paid ot incurred with respect to = PHA-Assisted Units
or the Development during the next Development Fiscal Year or provide to the Cwner in writing
an explanation as to the reasons the proposed expenditures have not been approves.. ‘The parties
shall make reasonable efforts to agree on a schedule of Capital Expenditures. 77ie Authority
shall be responsible for paying, or reimbursing the Owner for, the cost of approvag Capital
Expenditures set forth on 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

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 any Capital Expenditure proposed
by the Owner only if (i) such Capital Expenditure is required: (A) to cause the PHA-Assisted
Units to comply with any applicable building or housing code; (B) to cause the PHA Assisted
Units to comply with changes to the accessibility requirements described in Section 2(e) above |
that are enacted after the date hereof: (C) to cause any PHA-Assisted Units to comply with
changes required by the Authority after the date of acceptance of such PHA-Assisted Unit by
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CHA; or (D) to cause any PHA-Assisted Unit to be converted, with the prior written consent of
CHA, from a “Type A” unit to a UFAS unit, and (ii) funding therefor is not available from the
Replacement Reserve for PHA-Assisted Units. With the exception of Capital Expenditures
required to comply with applicable building and housing codes, the Authority shall not be
required to advance funds under this Section 4(c) unless the Authority has received not less than
five (5) months’ prior written notice thereof '

d. Authority Payment of Operating Subsidy. During the Term of this Agreement,
Owner shall develop the Development and operate the PHA-Assisted Units at rents and subject
to all other conditions of All Applicable Public Housing Requirements. Provided that the Owner
continues overating the PHA-Assisted Units in accordance with All Applicable Public Housing
Requirerients, and in accordance with the terms of this Agreement, such units shail be eligible to
recetve the bexnefit of the Operating Subsidy to the extent such funds are appropriated by the
Congress and vihierwise made available to the Authority pursuant 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 nave been met, the Authority shall pay to the Owner on a current basis for
each month no later thar ihe eighth calendar day of such month (prorated for any partial month)
by electronic wire transfer, 4n perating Subsidy in the amount of $375.00 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 lias been issued for the building in which the PHA-Assisted
Unit is located, (ii) the PHA-Assisted Gnit was inspected and approved by the Authority for
initial occupancy, including a determinatiCir that the PHA-Assisted Unit meets HUD’s Housing
Quality Standards, and (iit) except as previded 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 thén-current month is not assignable by the
Owner, and any attempted assignment thereof is void 4and of no force or effect. Operating
Subsidies shall also be payable with respect to vacant PH a=Assisted Units, but only for a period
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 follow1rigompletion or termination of
occupancy as a PHA-Assisted Unit, and (ii) ending on the day precading the first day for which
rent is charged for such unit based on 0ccupancy or re-occupancy as a *HA-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 firs? accur.

The Operating Subsidy shall be subject to annual increases at each anniversa'v of the date
of the execution and delivery of this Agreement. The rate of each annual increase shail equal the
lesser of (1) two percent (2%), or (ii) the annual percentage increase, if any, in the Price Index but
shall never be less than 0%. In the event the Price Index is discontinued, a comparable index
shall be used to determine any increase. The amount of annual increase shall be the product of
(1) the Operating Subsidy for the year just ended multiplied by (ii) the rate of anmual Increase.
Any annual increase in Operating Subsidy approved by the Authority in connection with the
Owner’s annual submission of the Operating Budget pursuant to Section 4(a) shall operate in lieu
of the automatic annual increase herein provided.

€. Security Deposits. The Owner will require all tenants of PHA-Assisted Units to

provide a security deposit in accordance with the approved Management Agreement,
Management Plan and form of Tenant Lease for the PHA-Assisted Units. The Owner shall
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deposit the security deposits in an interest-bearing security deposit escrow account for the benefit
of the tenant and the Owner. At the Owner’s option and with Authority approval, if and to the
extent that applicable law would permit, these funds may be used to pay rent or make repairs to
any assigned PHA-Assisted Unit for tenant-caused damages beyond normal wear and tear where
the tenant or the Authority fails to make timely payments or for any other purpose permitted by
the form of Tenant Lease for the PHA-Assisted Units. Any written request for Authority
approval shall be acted on by the Authority within 30 days of receipt. Authority approval of
each such request shall not be unreasonably withheld. The Owner agrees to provide to the
Authority prompt written notice describing any use of security deposit moneys for the purposes
described in this 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 acceunt, shall be used to replenish the security deposit escrow account. Within forty-five
(45) days afier-the expiration or earlier termination of cach Tenant Lease, the Owner shall return
the unused portisn of the security deposit to the tenant in accordance with applicable law, subject
to the terms and conditions of the applicable lease,

f Operating"Account. Operating Subsidy payments received from the Authority
and funds in lieu thereof draw: fom the Subsidy Carryover Reserve Account or the PHA Tenant
Rent Reserve Account, as providzd herein, together with all other PHA-Assisted Units Income,
shall be deposited by the Owner-in-sne or more operating accounts maintained in a financial
institution whose deposits are insured oy an.agency of the Federal Government.

g Public Housing Capital Fune, if capital assistance is available to the Authority
from time to time under Section 9(d) of the Acror any successor thereto, which the Authority
may discretionarily provide to the PHA-Assisteq Linits, then the Authority agrees to give
reasonable consideration to any request by Owner for§ush 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-foiin Section 9 of the Act or any
successor thereto (including, but not restricted to, funds for wsident participation, resident
services, drug elimination activities, or security), at the Owner’s cquest 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 direc ly vrovide 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 fron: (e Owner of
such plans, documentation or assurances as are necessary to comply with All Public. Housing
Requirements relating to such assistance.

L Section 42 Compliance. In order to assure compliance with Tax Credit
Requirements, 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 Subsidy payments are made to Owner, the sum of PHA-Assisted Units Income,
Operating Subsidy payments and any net withdrawals from the Subsidy Carryover Reserve
Account and the PHA Tenant Rent Reserve Account for operating purposes shall not exceed the
PHA-Assisted Units Expenses for such Development Fiscal Year. In the event that the annual
financial statements required to be provided by the Owner to the Authority pursuant to Section
7(b) below demonstrate that the above-described sum exceeded the PHA-Assisted Units
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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 returned
to the Authority and deposited into the Subsidy Carryover Reserve Account.

5. Reserves.

a. Administration. The Owner or the Authority, as the case may be, shall establish
any reserve described in this Section 5 in one or more financial institutions reasonably acceptable
to the Authority and such reserves shall be used as permitted by this Agreement. To the extent a
PHA-Assisted Units Shortfall occurs or is budgeted to occur with the approval of the Authority
as provided herein, funds shall first be drawn from the Subsidy Carryover Reserve Account as
providediercin to remedy such Shortfall until the Subsidy Carryover Reserve Account has been
reduced to zers; and then, funds shall be drawn from the PHA Tenant Rent Reserve Account as
provided hereti:niil the PHA Tenant Rent Reserve Account has been reduced to zero,

b. Subsicy Tarryover Reserve Account.

(i) Depoiits. The Owner shall return to the Authority (effective as of the end
of each such year) any‘excscs of PHA-Assisted Units Income (plus Operating Subsidies)
over PHA-Assisted Units Exnenses, up to the amount of Operating Subsidy payments
received by the Owner for much year, for deposit into a “Subsidy Carryover Reserve
Account.” Such amount shall ve deposited on an annual basis within thirty (30) days
after the date audited financial stateifients are provided by Owner to Authority in
accordance with Section 7(b) hereof. Interest earned on this account shall be reinvested
in the account and shall be available for use s described herein,

(i)  Establishment and Ownership. Tae Subsidy Carryover Reserve Account
shall be maintained as a sub-account of the Authonty’s-general fund. Funds placed in the
Subsidy Carryover Reserve Account (including 1aterést thereon) shall constitute
restricted trust funds to be applied during the Term of ‘this A greement solely for the
benefit of the PHA-Assisted Units in accordance with the terius-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 Authorityy. Upon any sale or
transter of the Owner’s interest in the Development during the Term ot inis Agreement,
amounts remaining in the Subsidy Carryover Reserve Account shall ‘coniinue to be
available to assist the PHA-Assisted Units, in accordance with this Agreemint. 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 Subsidy
Carryover Reserve Account in connection with its annual budget in accordance with
Section 4(a), or in accordance with the annual reconciliation described in Section 7(c) or
at any other time. In any case, the Owner will provide to the Authority documentation
establishing the need therefor, and the Authority shall disburse the amount of the PHA-
Assisted Units Shortfall which is demonstrated to exist to the reasonable satisfaction of
the Authority pursuant to Sections 4 and 7 hereof. Any disapproval by the Authority
shall be accompanied by sufficient documentation S0 as to enable the Owner to determine
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the Authority’s rationale for such disapproval. All withdrawals from the Subsidy
Carryover Reserve Account are subject to the annual reconciliation process set forth in
Section 7(c).

C. PHA Tenant Rent Reserve Account.

(i) Deposits. All Tenant Rents 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 business day of the next succeeding month. Interest earned on this
account shall be reinvested in the account and shall be available for use as described

horein,

(7, Establishment and Ownership. The PHA Tenant Rent Reserve Account
shall be miaittained as a subaccount of the Authority’s general fund. Funds placed in the
PHA Tenant Reni Reserve Account (including interest thereon) shall constitute restricted
trust funds to be 2pplied during the Term of this Agreement solely for the benefit of the
PHA-Assisted Unite ir. accordance with the terms and conditions hereof. Unless and
until paid over to the Gwnerfor 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 Devclopment during the Term of this Agreement, amounts
remaining in the PHA Tenant ReatReserve Account shall continue to be available to
assist the PHA-Assisted Units, in accordence with this Agreement. Upon termination of
this Agreement, any funds in the PHA Teiant Rent Reserve Account shall be released to
the Authority free of any trust established pursaant to this Agreement.

(iti)  Withdrawals. The Owner may request withdrawals from the PHA Tenant
Rent Reserve Account (A) in connection with its =inal budget in accordance with
Section 4(a), (B) in accordance with the annual recongili ation described in Section 7(c),
(C) as required to pay capital costs attributable to the PHA -Azsisted Units in accordance
with All Applicable Public Housing Requirements, or (D) at a0y cther 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 Urits Shortfall (or
required withdrawal for capital costs) which is demonstrated to €Xist 1o ‘e reasonable
satisfaction of the Authority pursuant to Sections 4 and 7 hereof. Any diszpproval 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 PHA
Tenant Rent Reserve Account are subject to the annual reconciliation process set forth in
Section 7(c).

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

d. Operating Deficit Reserve Account.

23




1025131095 Page: 29 of 69

UNOFFICIAL COPY

(i) Deposits. In accordance with the Operating Agreement, the Owner will
create an operating reserve (the “Operating Deficit Reserve Account”). The Operating
Deficit Reserve Account will be funded initially with equity in the amount of $250,000.

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

(iij)  Withdrawals. The Operating Agreement governs withdrawals made from
the Operating Deficit Reserve Account. The Operating Deficit Reserve Account will be
administered by the Owner in accordance with the Operating Agreement. The Qwner
covenants to the Authority to use all withdrawals from the Operating Deficit Reserve
Account only for purposes relating to the Development, which may include the
repayment of the CHA Loan upon disposition of the Development, expiration of the
Compiizpee Period, and/or expiration of the Declaration of Restrictive Covenants

e. ACC Resarve,

(i} Deposiiz, In accordance with the Operating Agreement, the Owner
will create an affordabiiity reserve account ("ACC Reserve”). The ACC Reserve will be
funded from equity as dedcribed in the Operating Agreement in the amount of $540,000.
No public housing funds will be nsed to fund or replenish the ACC Reserve.

(i) Establishment and Cwnorship. The ACC Reserve will be
established and owned by the Owner.

(i)} Withdrawals. As provided inihe Operating Agreement, the ACC Reserve
may be used by the Owner to cover operating J<ticits on the PHA-Assisted Units, The
Operating Agreement governs withdrawals from this reserve. In accordance with Section
6(c), the Owner covenants to the Authority to use all withdrawals from the ACC Reserve
only for purposes relating to the Development, which niay-include the repayment of the
CHA Loan upon disposition of the Development, expiration «f the Compliance Period,
and/or expiration of the Declaration of Restrictive Covenants. If 1ot used for any such
purpose, upon the sale or transfer of the PHA-Assisted Units, ariounts in the ACC
Reserve shall be returned to the Owner to be applied in accordance with the Operating
Agreement.

f Replacement Reserve Account,

(i) Deposits. As required by the Operating Agreement, the Owner will create
two Replacement Reserves: a PHA-Assisted Unit Replacement Reserve and a non-PHA
Assisted Units Replacement Reserve. Each Replacement Reserve will be funded at the
greater of (i) $300 per dwelling unit per year (increasing periodically as provided in the
Operating Agreement) or (1) an amount required by the First Mortgage Lender. Public
Housing Funds may only be used to fund the PHA-Assisted Unit Replacement Reserve.

(i)  Establishment -and Ownership. The PHA-Assisted Units Replacement
Reserve is established and owned by the Owner. The PHA-Assisted Units Replacement
Reserve is considered to “belong to the development” and upon disposition of the PHA-
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Assisted Units, expiration of the Tax Credit Requirements, and/or expiration of the
Declaration of Restrictive Covenants, amounts in such reserve fund shall continue to be
used for replacement expenditures with respect to the PHA-Assisted Units in accordance
with clause (iii) below. Upon castalty or condemnation without restoration of the PHA-
Assisted Units, or in the event the PHA-Assisted Units are no longer operated as such,
the PHA-Assisted Units Replacement Reserve will be paid to the Authority and constitute
funds of the Authority with no obligation on the part of the Authority to return or remit
such funds. If and to the extent the number of PHA-Assisted Units assisted under this
Agreement decreases for any reason whatsoever, the amount required to be held
hereunder in the PHA-Assisted Units Replacement Reserve shall be proportionately
reduced, and the excess shall be paid to the Authority and constitute funds of the
Autiority with no obligation on the part of the Authority to return or remit such funds.

(1)) Withdrawals.

(4> The non-PHA-Assisted Units Replacement Reserve will be
administered by-tiie Owner in accordance with Operating Agreement. The Operating
Agreement govern< -withdrawals from the Non-PHA-Assisted Units Replacement
Reserve,

(B)  Withdiawals from the PHA-Assisted Units Replacement Reserve
are to be used for replacement exr2nditures relating to the PHA Assisted Units and shall
not be used for ordinary operation add maintenance expenses. Any such expenditure
relating to the PHA-Assisted Units requircs the consent of the Autherity and approval by
the lenders, and in certain cases, the Investcr and/or its affiliate as more fully described in
the Operating Agreement.

g Initial Operating Deficit Reserve Account

(i) Deposits. In accordance with the Operating Agrecraent, the Owner will
establish an initial operating deficit reserve account (the “Initia’” Unerating Deficit
Reserve Account™). The Initial Operating Deficit Reserve Account will'F¢ Sunded in full
from equity in the amount of $231,320 and, except as set forth in subsection (h) below,
will not be replenished with Public Housing Funds.

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

(iii)  Withdrawals. The Initial Operating Deficit Reserve Account will be
administered by the Owner in accordance with Section 8.20 of the Operating Agreement.
The Operating Agreement governs withdrawals made from the Initial Operating Deficit
Reserve Account. Any funds remaining in the Initial Operating Deficit Reserve Account
upon the attainment of “Rental Achievement”, as defined in the Operating Agreement,
shall be deposited into the Operating Deficit Reserve Account,
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h. Replenishment of Reserves. To the extent that any operating or replacement
reserve funded with private equity is depleted and is subsequently replenished with
Operating Subsidies, Tenant Rent or other sources of funds available to the Authority,

* such replenishment funds shall be deposited into a segregated sub-account within the
applicable reserve, and the use of such funds shall be subject to the prior approval of the
Authority and All Applicable Public Housing Requirements.

L Restriction on Public Housing Funds. Public Housing Funds shall not be used
by Owner or any managing member to satisfy any guaranty under the Operating
Agreement or any obligations to the Investor.

6. Paitic Housing Transformation.

a. General. The parties recognize that they are structuring a long-term relationship
premised on, amorg other things, the continuation without substantial change of the Act and the
maintenance of full fedeial appropriations to support the government’s obligations under the Act
and the Authority’s oblicaiions under this Agreement. The purpose of this Section 6 is to ensure
that in the event there (shyuld be any legislative changes, diminished appropriations,
uncontrollable cost increases, ‘or aiher circumstances not the fault of the Owner which create a
PHA-Assisted Unit Shortfall, the vi akility of the PHA-Assisted Units can be maintained without
unnecessary hardship to low-income-residents or excessive claims on scarce resources of the
Authority.

b. Application of the Act. Subject-o 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 thé te'mination of operating subsidies under
Section 9 of the Act or of other Federal project-based astisiance to public housing developments,
including, without limitation, any provision thereof releasing 4r otherwise modifying occupancy
or tenant rent restrictions previously applicable to tenants in such “HA-Assisted Units.

c. Owner Contribution Not Required. It is of the esses] -c of this Agreement that,
during the Term hereof, the Owner will operate and maintain the PHA-Assisted Units in
accordance with All Applicable Public Housing Requirements; provided, howey 2r, except in the
case of an Owner defanlt hereunder, the Owner shall at no time be required to cou-ibute from its
own funds (including reserves established under the Operating Agreement ‘other than the
Replacement Reserve for PHA-Assisted Units) toward PHA-Assisted Units Expenses inorder to
preserve the PHA-Assisted Units as required hereunder. Notwithstanding the foregoing, the
Owner agrees to hold and maintain the Replacement Reserve for PHA-Assisted Units and ACC
Reserves in accordance with the Operating Agreement, and to use and apply the Replacement
Reserve for PHA-Assisted Units and ACC Reserves only for purposes relating to the PHA-
Assisted Units.

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

(i) Withdrawals from Reserves. If the PHA:Assisted Units Income plus all
forms of financial assistance made available in respect of such units (including, without
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
irsere continued operation of the PHA-Assisted Units as required hereunder. Amounts
due <0.ihe Owner shall be paid within thirty (30) days following receipt of appropriate
documepiation.

(ii) < Adjustments to Income and Expenses. If (A) the quarterly statements of
income and expeises for the PHA-Assisted Units delivered pursuant to Section 7(a) shall
indicate a PHA-Askisled Units Shortfall over a period of two successive quarterly
periods, taking into acCouri all payments of Operating Subsidies made by the Authority
during such period, and ihe Qwner reasonably forecasts that such operating loss will
continue for the next two quarierly periods, or (B) if a cumulative operating loss
attributable at least in part to the Pi*A-Assisted Units Shortfall is reasonably forecasted to
occur for the next two quarterly periocs, then the Owner may avail itself of the provisions
of Paragraph (iv) and Paragraph (v) beiow, but only if the Owner also utilizes Paragraph
(iii).

(tit)  Cost Cutting Plan. The Owner shall undertake in good faith to develop a
plan to reduce operating expenses (but not to the jphysical, operational or financial
detriment of the PHA-Assisted Units). However, the Gweier shall not be required to seek
to reduce maintenance, renewal and replacement and other operating expenses below a
prudent level or below the level of such expenses incurred tor other comparable units
managed by the Management Agent subject to the Tax Credit Requirements as a
condition to, or as a preferred corrective action to, seeking to indrease income from
Tenant Rents in accordance with the following paragraphs, nor shall #a Owner be
required to reduce the management fee below market levels; to reduce resident services
expenditures below that required to support the resident population; to reduce services
and amenities below that required to competitively market to, and retain, residents; or in a
manner which would violate any Mortgage Loan obligations, any of the All Applicable
Public Housing Requirements or the Tax Credit Requirements.

(tv)  Adjust Income Mix on Turnover. The Owner and the Authority shal] take
such steps as may be necessary, to the extent permitted by All Applicable Public Housing
Requirements, and subject to the Tax Credit Requirements, to increase the minimum
income level of new tenants admitted to the PHA-Assisted Units including admitting
public housing-eligible families having higher income levels than would otherwise
receive priority under the system of preferences used by the Authority and/or applicable
to the PHA-Assisted Units.
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(v)  Cooperation of the Authority and the Owner. In order to facilitate the
rental of PHA-Assisted Units to public housing-eligible families having higher income
levels as provided in the preceding paragraph, the Authority will offer other public
housing units or Housing Choice Vouchers or certificates, to the extent available to the
Authority, to sufficient tenants of the PHA-Assisted Units 80 as to encourage lower-
income tenants to vacate the PHA-Assisted Units in favor of higher income public
housing eligible families. This preference shall be reflected in the Authority's Housing
Choice Voucher plan. In addition, in order to facilitate such purpose, the Owner agrees to
use reasonable efforts to 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.

e, Transformation. In the further event that at least six months after delivery of the
quarterly staterienis referred to in Section 6(d)(i1))(A) or (B), all such actions by the Owner and
the Authority are misvfficient to eliminate the PHA-Assisted Units Shortfall on an ongoing basis,
and in accordance with Section 35(h) of the Act (42 US.C. 14372-7(h)), if as a result of a
reduction in appropriaticiis under Section 9 of the Act, ot any other change in applicable law, the
Authority is unable to fulfiil i contractual obligations to the Owner with respect to the PHA-
Assisted Units under this Agreement, and the measures taken pursuant to paragraph (d) of this
Section have proven to be insufficiesi to preserve the viability of the PHA-Assisted Units, the
Owner may deviate, under procedures i requirements developed through regulations by HUD,
from otherwise applicable restrictions unger the Act regarding rents, income eligibility and other
areas of public housing management with res pect to a portion or all of the PHA-Assisted Units,
to the extent necessary to preserve the viability of these PHA-Assisted Units while maintaining
the low income character of the PHA-Assisted [Fnts to the maximum extent practicable:
provided, however, (A) the flexibility provided by Secticn 35(h) of the Act is limited to mixed
income projects involving a “significant number of units/siher than public housing units” (and
the parties hereto acknowledge that the Development is such a project), the Owner and the
Authority acknowledge that HUD has not issued regulations as of this time to implement the
authority set forth in Section 35(h) and, thus, has not yet establishéd 4 regulatory standard for
determining which mixed income developments may qualify for the tlexibility provided by
Section 35(h); and (B) HUD expects to require housing authorities ‘that_have entered into
regulatory and operating agreements with qualifying mixed income developments to submit for
HUD approval a Transformation Plan (as defined below) specifying how tlie Szction 35(h)
remedies will be implemented with respect to the project. The requirements governing the
content of the Transformation Plan, and HUD’s standards for reviewing and approving these
plans, will be established as part of a notice and comment rulemaking,

f. Transformation Plan.

(1) Before the Owner may exercise its rights under Section 6(e), the Owner
and the Authority shall develop and agree upon a plan which satisfies All Applicable
Public Housing Requirements and sets forth in detail the nature and priority of different
remedial actions to be taken, the rights of existing tenants affected thereby, and other
relevant matters (the “Transformation Plan”). Such plan must be reasonably likely to
eliminate any PHA-Assisted Units Shortfal] while maximizing the availability of PHA-
Assisted Units for low-income and very-low income families and minimizing the adverse
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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.

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

(%, The Transformation Plan shall provide as follows, in addition to any
provisions required by (and to the extent not inconsistent with) All Applicable Public
Housing Requireznents and Tax Credit Requirements;

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

(B) To the exteir that the Authority is reasonably able to
provide substitute housing (Section 8 or public housing) to households
unable to pay the rent which the Owher has specified for such household’s
adjusted gross income, the Authonty shiall offer such substitute housing
and the Owner may require such housetold to vacate its unit at the
Development during or at the end of the jause term, but no sooner than
permitted under All Applicable Public Housing & equirements.

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

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

7. Financial Statements and Reports.

a. Quarterly Statements. . Not later than sixty (60) days after the end of each
successive quarterly period, commencing with the calendar quarter in which the first 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, based on the Owner’s general
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accounting records, including the receipt of any reserve funds made availabje by the Authority, in
form substantially comparable to “Statement of Profit and Loss” (formerly Form HUD-92410), 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.

b. 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
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 tii¢ Giwner to its partners/members. Such financial statements shall be accompanied
by supplemental d:ia) together with the report of independent public accountants thereon, which
shall show on an accrui basis for such period (i) PHA-Assisted Units Income, (ii) actual PHA-
Assisted Units Expenses, (111} the amount of the Operating Subsidy received by the Owner, (iv)
any deposits to and withdrawais from the Reserves and any other operating revenues or
assistance attributable to the PHA<Ausisted Units, (v) the balance at the end of the period of the
Subsidy Carryover Reserve Account; the PHA Tenant Rent Reserve Account, and any other
reserve or special account relating specitically to the PHA-Assisted Units, (vi) aggregate stated
lease Tenant Housing Payments and the amounts thereof uncollected from PHA-Assisted Units
for which no eviction actions have been comy nenced, and (vii) deposits to and withdrawals from
any Replacement Reserve for PHA-Assisted U 's, together with a summary of all Capital
Expenditures made, in each case based on the Owner’s general accounting records, If, after
thirty (30) days written notice from the Authority, the Ovwner shall fail to deliver such financial
statements to the Authority, the Authority shall have the r'giit to retain an independent auditor to
conduct an audit of the financial statements of the Owner and' to charge the reasonable cost
thereof to the Owner.

c. Annual Reconciliation.,

(1) If the supplemental data provided pursuant to Sectior: 7(t) shall show an
excess of PHA-Assisted Units Income plus Operating Subsidics plus withdrawals from
Reserves over actual PHA-Assisted Units Expenses, then not later than thicty (30) days
following delivery of such supplemental data to the Authority, the Owner shal! redeposit
into the respective Reserves amounts withdrawn in the subject year up to the amount of
any excess shown in the foregoing annual reconciliation. The Owner shall also refumn to
the Authority any Excess Operating Subsidy for deposit into the Subsidy Carryover
Reserve Account.

(i) If the supplemental data provided pursuant to Section 7(b) shall show an
€xcess of actual PHA-Assisted Units Expenses over PHA-Assisted Units Income plus
Operating Subsidies plus withdrawals from Reserves, the Owner may request that the
deficit amount be remedied from amounts held to 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 funds the Authority shall disburse the amount of the deficit
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demonstrated to exist to the reasonable satisfaction of the Authority. Amounts due to the
Owner shall be paid within thirty (30) days following receipt of appropriate
documentation.

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 Owrer during such
period attributable to any PHA-Assisted Unit for a period in which such PHA -Assisted Upit
was vacant. (after having been initially occupied) for a period longer than sixty (60) days,
provided-tie! such period of vacancy shall not be attributable to any action or omission by the
Authority if] 257a result of a change in applicable law or regulation, the Authority shall exercise
functions in coneition with the selection and admission of applicants for PHA-Assisted Units
which are reserved ¢ the Owner, and delegated to the Management Agent pursuant to Section
3(d) hereof’

(1) A PHA.Assisted Unit shall be deemed vacant (1) commencing on the first
day for which rent is not cnarged 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 or re-occupancy as a PHA-
Assisted Unit, or the first day for w'iich rent is charged for occupancy as a PHA-Assisted
Unit of a different unit which was not/theq previously occupied as a PHA-Assisted Unit,
whichever shall first occur; and

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

8. Insurance Requirements; Restoration of Property.

a. Insurance. Commencing on such date as the Owner acquires any PHA-Assisted
Units, the Owner shall procure and maintain or cause to be procured and (naiatained in force
adequate insurance to protect the Owner and the Authority from financial 1oss résulting from
hazards, including, without limitation, hazards insured against under such types of overages as
are required by Part B, Attachment VII, of the ACC and Exhibit C attached hereto, or if stricter,
such coverages and in such amounts as 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, tornado and such other hazards as are presently included in
so-called “all-rigk” coverage, in an amount no less than 100% of the full replacement cost,
including the cost of debris removal, without deduction for depreciation and sufficient to prevent
the Owner from being a co-insurer, such insurance to be in builder’s risk (non-reporting) form
during and with respect to any construction on the site of the PHA-Assisted Units, '
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b. Restoration. If any act or occurtence 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 their 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. Subject to the rights of the First
Mortgage Lender, the provisions of Section 11 of the Mixed-Finance Amendment shall prevail
over the provisions of any mortgage encumbering any leaschold estate under any of the Ground
Leases or ‘e PHA-Assisted Units with respect to the application of any insurance or
condemnation  proceeds attributable to such PHA-Assisted Units. Any determination of
feasibility of restoration shall be made in accordance with the Mortgage having the highest lien
priority approved by '{1D as an evidentiary document,

9. Disposition and ‘cncnmbrance.

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 faw as then in
effect, and subject to Sections 9(c) ard 9(d), the Owner shall not demolish or dispose of its
interest in the Development or the PEZ=Assisted Units (including, without limitation, by
conveyance or lease of the PHA-Assisted Units br any portion thereof, or by assignment of the
Owner’s rights under this Agreement), without 1h¢ prior written approval of the Authority (which
shall not be unreasonably denied, withheld, or delaved) and HUD; provided, however, that no
approval shall be required for tenant leases entered intor:the ordinary course of business and in
conformity with the requirements of Section 3 and the Maragement Plan.

b. Further Encumbrances. During the Term of thic Agreement, and subject to
Sections 9(c), and 9(d), the Owner shall not mortgage, pledge or otheiwise encumber its interest,
or any portion of its interest, in the PHA-Assisted Units as collateral {cr a’loan, without the prior
written approval of the Authority and HUD, nor shall it modify the terms ot any of the Mortgage
Loans or any other mortgage, pledge or encumbrance which has been previously aporoved by the
Authority and HUD, without the prior written approval of the Authority and HUD,

C. Exclusions. The following actions are expressly excluded from the coveriants set
forth in Sections 9(a) and 9(b);

(i) The Mortgage of the Owner’s interest in the Development and the
PHA-Assisted Units pursuant to the Mortgage Loans and transfer of the Development
and the PHA-Assisted Units to a Mortgage Lender, or such Mortgage Lender’s nominee,
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 such transfer shall
be subject to the terms of the Declaration of Restrictive Covenants and this Agreement.
Such transfer shall not be deemed to be an assignment of grant 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 attaining any privileges, authorities,
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interests, or rights in or under the ACC or Mixed-Finance Amendment, and shail be
subject to the terms of the Declaration of Restrictive Covenants, other All Applicable
Public Housing Requirements and the court orders relating to the PHA-Assisted Units;

(i) The closing of the Permanent Loan to be made to Owner by enterprise
Mortgage, Inc. (“Permanent Loan Closing™), provided that (a) HUD and the Authority
receive prior written notice of such Permanent Loan Closing; (b) the mortgage and
related documents securing such financing shall be in the form approved by HUD and the
Authority; and (c) the mortgage and related documents securing the Construction Loan
are released of record contemporaneously with the recording of the mortgage securing the
Permanent Loan.

/i) Dwelling leases with cligible families in the PHA-Assisted Units in
conforiiry with the Management Plan;

(iv) ~Aeaveyance 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;

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

(vi)  The Tax Credit Regulatory A.greement‘among the Owner and the City;

(vi)  Normal uses and encumbrapées 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: (1) any interest of a maliager, managing member,
general partner, or controlling stockholder (any such interest being-referred to as a
“Controlling Interest™) in the Developer (as defined in the Regulaiory and Operating
Agreement) or the Owner; or (i) a Controlling Interest in any entity’ which has a
Controlling Interest in the Developer or the Owner; or (iii} prior to payment'in &ill of all
equity contributions described in the approved evidentiary documents, listed in the Mixed
Finance ACC Amendment, any other interest in the Owner or in any partner or member
thereof (each of such transfers, conveyances and assignments, together with the transfers
described in this Section, is hereafter referred to as a “Transfer”

Notwithstanding the foregoing, HUD and the Authority’s consent is not required where a
business organization that has a limited interest (non-controlling and non-managing) in
the Owner or in any partner, member or stockholder thereof transfers g non-controlling
and non-managing interest in the business organization, provided that the Owner: (x)
provides HUD and the Authority with written notice of such transfer; and (y) certifies to
HUD and the Authority that the new owner of the limited interest remains obligated to
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fund its equity contribution in accordance with the terms of the HUD approved
organizational documents of the Owner.

(iii}  The Authority and HUD will not unreasonably withhold delay or condition a
request by Owner for consent to an internal reorganization of the corporate, company or
partnership structure of Owner or any members of Owner, including the exercise of a
right to remove the managing member or general partner and to designate a substitute
managing member or general partner under to terms of the Owner’s operating agreement
or partnership agreement.

(iv) © ANotwithstanding the foregoing, HUD and the Authority agree that no prior
approvalas required for (i) the exercise by the Investor or its affiliates of their rights to
remove the  geperal partner or managing member and to designate a substitute general
partner or manzging member under the terms of the Owner’s operating agreement or
partnership agrecment, provided that HUD and the Authority are given prior written
notice of the default vudsr the operating agreement or partnership agreement and of the
exercise of the removal and appointment right therein (the “Notice™),

However, HUD and the Authority consent shall be required, for the appointment of such
substitute managing member or general partner to extend beyond a ninety (90) day
period.  Such 90-day period will ‘ommence on the date of the Notice (“Interim
Replacement Period™).

With notice to HUD and the Authority, the Interiri Replacement Period may be extended
for an additional 90 days, or other reasonable *ime pertod, to allow the substitute
managing member or general partner of Owner to find a replacement acceptable to HUD
and the Authority provided that prior to the expiration of such additional 90-day period,
the substitute managing member or general partner demorisizates that the Investor is
continuing to fund (or has already funded) all equity contribvtions and the Project
continues to be operated in a manner consistent with All Applicable. Public Housing
Requirements.

Non-Discrimination and Other Federal Requirements.

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

(i)  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 l;
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(i)  Age Discrimination Act of 1975, 42 U.S.C. 6101-07, and regulations
issued thereunder, 24 CFR Part 146;

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

(v)  Section 3 of the Housing and Urban Development Act of 1968, 12 U.S.C.
1'701u, and its implementing regulations at 24 CFR Part 135; and

(vi}  Wage rates under the Davis-Bacon Act (40 US.C. § 276a et seq.) to the
ext=ni applicable.

11. Ownei Lefault and Remedies,

a. Defauit. A default by the Owner under this Agreement shall occur if the Owner
violates, breaches or falls 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 default by the Owner that is attributable to an action or omission of
the Management Agent shall be deener 2 default by the Owner for purposes of this Section.

b. Notice and Cure. Upon a determination by the Authority that a default by the
Owner has occurred, the Authority shall notify HUD, the Owner, the Developer, the First
Mortgage Lender, the City and the Investor 0f (i) the nature of the default, (ii) the actions
required to be taken by the Owner, the First Mortgag< Lender and/or Investor to cure the default,
and (iii) the time (no less than thirty (30) days) within‘which the Owner, the First Mortgage
Lender and/or Investor shall respond with a showing tha{ all required actions have been taken,
provided that if the default by its nature cannot be cured withip the aforesaid thirty (30) day
period, the Owner, the First Mortgage Lender and/or Investor may nuve additional time, with the
Authority’s written approval, as may be reasonable given the circumsiances to effect a cure of
the default. The Authority reserves the right to monitor the Owner’(, the First Mortgage
Lender’s and/or Investor’s efforts to cure; and further reserves the right” t6, reduce and/or
terminate the time period allowed herein (but in no event less than thirty (30) daysj iwhere further
actions to cure have not been made by the Owner, the First Mortgage Lender and/orthe Investor.

C. Remedies. If the Owner, the First Mortgage Lender and/or the Investor fails to
respond or take corrective action to the satisfaction of the Authority as provided herein, the
Authority shall have the right to exercise any remedy available to it by reason of such default,
including without limitation, to seek appropriate relief in any court having jurisdiction, including
but not limited to specific performance, injunctive relief, the termination of Operating Subsidies
hereunder, 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 the Management Agreement.

35




1025131095 Page: 41 of 69

UNOFFICIAL COPY

12.  Authority Default and Remedies.

a. Default. A default by the Authority under this Agreement shall occur if the
Authority materially violates or ‘breaches this Agreement, or fails to comply with any provision
of or obligation under All Applicable Public Housing Requirements, including this 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, the Developer, HUD, the First
Mortgage Lender and the Investor of (i) the nature of the default, (ii) the actions required to be
taken by e 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 tlie default by its nature cannot be cured within the aforesaid thirty (30) day
period, the Authority way have an additional ninety (90) days, with the Owner’s written
approval, and as may be rcasonable given the circumstances to effect such a cure of the default;
provided, however, no extensien of time shall be permitted in the case of a payment or
reimbursement for capital iteins rursuant to Section 4{c). The Owner reserves the right to
monitor the Authority’s efforts t6.cure: and further reserves the right to reduce and/or terminate
the time period allowed herein wise(s-further actions to cure have not been made by the
Authority,

C. Remedies. If the Authority #ils-to respond or take corrective action to the
satisfaction of the Owner, the Owner shall have ti: dight, after exercising its rights under Section
6 in accordance with the provisions thereof, to scok Jappropriate relief in any court having
Jurisdiction, including but not limited to, specific performance or injunctive relief, and
alternatively or in addition the foregoing, to exercise any remedy available to it.

d. Nonrecourse. Notwithstanding anything to the cdntizry 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 Authority is able to pro'nde to the Owner, the
Owner (i) shall have, as exclusive remedies, the remedies contained 4 this Agreement,
consistent with the Act and applicable HUD Regulations issued pursuant thereis, racluding, but
not limited to, disbursements from the Reserves, and steps taken by the Owner t4 increase the
income levels of tenants in the PHA-Assisted Units, and (ii) shall 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 Payments) available to the
Authority,

13.  Disclaimer of Relationships,

a. No Assignment. The Authority, Owner and Investor acknowledge that any
transfer of capital funds, CFRC funds, development 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, HOPE VI grant funds, CFRC funds, development funds and/or
operating funds, and the Owner and/or Investor or other participating party shall not succeed to
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any nights 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.

b. No Other Relationship. Nothing contained in the ACC and/or Mixed-Finance
Amendment, or in any agreement between the-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-F inance Amendment; provided, however, that the
First Mortgage Lender under the mortgage and note secured thereby identified on Exhibit E to
the Mixed-Frnance Amendment shall be entitled to rely upon Sections 12(C) and (D) of the
Mixed-Finarice-Amendment,

14. Miscellanenauy.,

a. Binding /greement. This Agreement shall be binding upon and inure to the
benefit of the successors, aseigns; and heirs of each of the parties; provided, however, that neither
the Owner nor the Investor may 2ssign any of its interest in this Agreement without the prior
written consent of the Authority and HUD. Any Authority consent shall not be denied, withheld
or delayed unreasonably.

b. Entire Agreement. This Agrezinent constitutes the entire agreement among the
parties and supersedes any prior agreement or. vnderstanding among them with respect to the
subject matter hereof,

C. Amendments. Subject to All Applicable’ Public Housing Requirements, this
Agreement may not be amended except by an instrumetii 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 or remedy or condtitute a waiver thereof
in the event of any subsequent occasion giving rise to such right or availavility of remedy,
whether of a similar or dissimilar nature.

€. Notices. Any notice or other communication given or made purcusat to this
Agreement shall be in writing and shall be deemed given if (1) delivered personally or b y 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 spectfied by the party by like notice given to
the other party).

If to the Authority:

Chicago Housing Authority

60 E. Van Buren St. 12" FL.
Chicago, Illinois 60605

Attention: Chief Executive Officer
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with a copy to:

If to the Owner:

with a copy to:

With a copy to:

If to Management Apgent, to:

Chicago Housing Authority
Office of the General Counse]
60 E. Van Buren St., 12" Fl.
Chicago, Illinois 60605
Attention: General Counsel

Ogden North, LL.C

c/o Brinshore Development, L.L.C.
666 Dundee Road, Suite 1107
Northbrook, Illinois 60062
Attention: Richard Sciortino

And

c/o The Michaels Development Company, Inc.
3 East Stow Road

Marlton, New Jersey 08053

Attention: President

And

c/o The Mizpsels Development Company, Inc.
322 So. Greer. Sireet, Suite 204

Chicago, llinois 00697

Attention: Whitney Weller

Applegate & Thorne-Thomsen
322 South Green, Suite 400
Chicago, Illinois 60607
Attention: Bennett P, Applegate

U.S.A 71 Park Douglas LLC.
340 Pemberwick Road
Greenwich, CT 06831
Attention: David Salzman
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Interstate Realty Management Company, Inc.
3 E. Stow Road, Suite 100

Marlton, New Jersey 08053

Attention: Mark Morgan

If to First Mortgage Lender, to:

Citibank, N.A.

Citi Community Capital

Municipal Securities Division

388 Greenwich Street

New York, New York 10013
Attention: General Counsel’s Office

with a copy to:

Paul, Hastings, Janofsky & Walker LLP
515 South Flower Street

Twenty-fifth Floor

1.os Angeles, CA 90071

Attention: Kenneth Krug

If to HUD. to:

U.S. Department'of H susing and Urban
Development

77 West Jackson Blvd., 26™ Floor
Chicago, Hlinois 60604

Attention: Office of the Regional Counsel

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

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 ovemight courier or
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express delivery service, on the business day following dispatch, and (1v) in the case of mailing,
on the date specified in the return receipt therefor.

f. Further Assurances. Each party shall execute such other and further documents
as may be reasonably necessary or proper for the consummation of the transaction contemplated
by this Agreement.

g No Personal Liability. No officer, director, board member, shareholder, partner,
employee, agent or other person authorized to act for or on behalf of either party shall be
personally liable for any obligation, 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 Autheiaty shall look solely to the Owner, for the satisfaction of any remedy each might have
with respect'to. the other for the other’s failure to perform any of its obligations hereunder.
Notwithstanding the foregoing, nothing contained herein shall either relieve the Owner or any
member, manage O general partner, shareholder of the Owner from personal liability and
responsibility, or limi the Authority’s rights and remedies against such parties, either at law or jn
equity (i) for fraudulent acis; (ii) for insurance proceeds and condemnation awards received by
the Owner and not tumed over to the Authority or used by the Qwner for restoration or repair of
the PHA-Assisted Units to thé exient required under this Agreement and (iii) for any rents or
other income from the PHA-Assisted Units received by the Owner afier an event of default under
this Agreement and not applied to PHA Assisted Units Expenses.

h. Neither Party an Agent. Notliing in this Agreement shall be deemed to appoint
either Owner or the Authority as an agent for or representative of the other, and 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 persed, iirm, corporation, or governmental body
for any act of omission or commission, liability, or obligatien of the other, whether arising from
Owner’s or the Authority’s actions under this Agreement or oflietwise,

1. Governing Law. This Agreement shall be governed by and construed in
accordance with the law of the State of Illinois applicable to contracte jiade and to be performed
therein,

j. Headings; Usage. All section headings in this Agreement are fr Coavenience of
reference only and are not intended to modify the meaning of any section. All prozucans and any
variations thereof shall be deemed to refer to the masculine, feminine or neuter ag theadentity 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.

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.

1. Counterparts; Execution. This Agreement may be executed in several

counterparts, and all counterparts so executed shall constitute one agreement, binding on all
parties hereto.
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m.  No-Third Party Beneficiary. The provisions of this Agreement shall not be
construed for the benefit of or as enforceable by any person or entity not a party hereto, with the
exception of HUD.

n. Conformity with Section 42 Requirements. Notwithstanding anything to the
contrary in this Agreement, it is the intent of the Authority and the Owner that payments wil] be
made to and retained by the Owner under this Agreement only to the extent they constitute
“qualifying rental assistance” as defined in Section 142-16 of the Treasury Regulations.

0. Right of First Refusal Agreement. The Authority and the Owner are,
concurrently with the execution of this Agreement, entering into a Right of First Refusal
Agreemer( with respect to the PHA-Assisted Units. That Right of First Refusal Agreement is
binding upor the Owner and each subsequent owner of a PHA-Assisted Unit and shall survive
the termination o this Agreement.

p. Amenmmnts to the Owner’s Organizational Documents. Except for
amendments to implemernt-transfers for which the consent of the Authority is not required under
Section 9 hereof, the Ownei’s Articles of Organization may not be amended in any material
respect without the prior writien consent of the Authority, which shall not be unreasonably
withheld.
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IN WITNESS WHEREOF, the parties have executed this Regulatory and Operating
Agreement as of the date first above written.

AUTHORITY

Chicago Housing Authority, an Illinois nicipal corporation
' V.

William F. Little 7
Executive Vice President
Ottice.of Development Management

OWNER:

OGDEN NORTH, LL(,
an Illinois limited liability cuinpany

By:  Ogden North Manager, LLC,
an [llinois limited liability comparny,
1ts manager

By:  Brinshore Holding, LLC,
an Hlinois limited liability company,
1ts manager

By:  Brinshore Development, LL.C,
an Illinois limited liability company,
its sole member

By: RIS Real Estate Services, Inc.,
an Illinois corporation, a member

By:

Richard Sciortino, President
By:  Michaels Chicago Holding Company, LLC,
an Illinois limited liability company,

1tS manager

By:

John O’Donnell, Vice President
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IN WITNESS WHEREOF, the parties have executed this Regulatory and Operating
Agreement as of the date first above written.

AUTHORITY

Chicago Housing Authority, an Illinois municipal corporation

By:

William F. Little
Executive Vice President
Office of Development Management

OWNER:

OGDEN NORTH, LLC,
an [llinois limited liability coimnany

By:  Ogden North Manager, LI.C,
an Illinois limited liability comrany,
its manager

By Brinshore Holding, LLC,
an Illinois limited liability compar.y;
its manager

By:  Brinshore Development, LL.C,
an [llinois limited liability company,
its sole member

By:  RIJS Real Estate Services, Inc,,
an Iliinois co i

ciortino, President

By:  Michaels Chicago Holding Company, LLC,
an Illinois limited liability company,
its manager
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ACKNOWLEDGMENT
STATE OF ILLINOIS )
COUNTY OF CQOK ; >
I, Uy /l/ /4//{7 1 _, a Notary Public, in and for said County, in the State

aforesaid, DO HEREBY CERTIFY that William F. Little, the Executive Vice President of the
Office of Development Management for the Chicago Housing Authority, an Tllinois municipal
corporatior, who is personally known to me to be the same person whose name is subscribed to
the foregoing-instrument as such Executive Vice President, appeared before me this day in
person and acknywledged that he or she signed and delivered said instrument as his own free and
voluntary act aid as-the free and voluntary act of said municipal corporation, for the uses and
purposes therein seifeiih.

GIVEN under my hand and official seal this /57 day of Sﬂ 'fo’mép/ , 20/_0.
OFFICIAL SEAL

ROSE M. ALLEN L/
NOTARY PUBLIC, STATE OF iLLINOIS cal ) 52 é ’{ /

30-2013 .
MY COMMISSION EXPIRES 4-30' 0 ’ Notary Public

STATE OF ILLINOIS )}
) ss.
COUNTY OF COOK )

I, the undersigned Notary Public in and for said Couriy in the State aforesaid, DO
HEREBY CERTIFY that Richard J. Sciortino, personally known 40 (ne to be the same person
whose name is subscribed to the foregoing instrument, appeared before me this day in person,
and acknowledged that he signed and delivered the said instrument as his free-and voluntary act
in his capacity as President of RJS Real Estate Services, Inc., as member of Brinshore
Development, LLC, the sole member of Brinshore Holding, LLC, a managing mémher of Ogden
North Manager, LLC, the managing member of Ogden North, LLC and as'thsfree and
voluntary act of said company for the purposes therein set forth. Given under my hand and
official seal, this ___ _dayof , 2010,

Notary Public
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ACKNOWLEDGMENT
STATE OF ILLINOIS )
COUNTY OF COOK ; SS-
I » @ Notary Public, in and for said County; in the State

aforesaid, DO HEREBY CERTIFY that William F. Little, the Executive Vice President of the
Office of Development Management for the Chicago Housing Authority, an Illinois municipal
corporation, who is personally known to me to be the same person whose name is subscribed to
the foregoing instrument as such Executive Vice President, appeared before me this day in
person and ackiowledged that he or she signed and delivered said instrument as his own free and
voluntary act and zs the free and voluntary act of said municipal corporation, for the uses and
purposes therein-set srth.

GIVEN under m? Land and official seal this day of , 20

Notary Public

STATE OF ILLINOIS )
) ss.
COUNTY OF COOK )

I, the undersigned Notary Public in and for said Ccunty.in the State aforesaid, DO
HEREBY CERTIFY that Richard J. Sciortino, personally know:i {0, me to be the same person
whose name is subscribed to the foregoing instrument, appeared befor< me this day in person,
and acknowledged that he signed and delivered the said instrument as tis Fee and voluntary act
in his capacity as President of RJS Real Estate Services, Inc., as member of Brinshore
Development, LLC, the sole member of Brinshore Holding, LLC, a managing me.pber of Ogden
North Manager, LLC, the managing member of Ogden North, LLC and &s-the free and
voluntary act of said company cfg{the purposes therein set forth. Given under my irand and

official seal, this /37 day of A pdoer , 2010,

Notary Pub

SONJA
NOTARY PUBLIC
MY COMMISS,
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STATE OF NEW JERSEY Ty
) SS
COUNTY OF BURLINGTON - )

I, the undersigned Notary Public in and for said County in the State aforesaid, DO HERERY
CERTIFY that John O’Donnell, personally known to me to be the same person whose name is
subscribed to the foregoing instrument, appeared before me this day in person, and
acknowledzed that he signed and delivered the said instrument as his free and voluntary act in
his capacity as.Vice President of Michaels Chicago Holding Company, LLC, and as the free and
voluntary act ©of said company for the purposes therein set forth. Given under my hand and
official seal, this_/¥ day of Q_,ié;-l , 2010,

CHa S

Notary Public

CATHERINE A. FREAS
NOTARY PUBLIC OF nEy JERSEY
COMMISSION ExpiRes 6/30/2015
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EXHIBIT A
LEGAL DESCRIPTION
PARCEL 1 OF 19

LOTS 1 AND 2 IND.D. HEALY'S SUBDIVISION OF LOTS 4 AND 5 N BLOCK 2, OF COOK AND
ANDERSON'S SUBDIVISION OF THE WEST HALF OF THE NORTHEAST QUARTER OF

ACCORDING TO THE PLAT THEREQF RECORDED JULY 3, 1886, AS DOCUMENT NUMBER
732002, IN COOK COUNTY, ILLINOQIS.

PARCEL 2 OF 19
LOTS 17 AND 18 IN JOHN OLIVER'S SUBDIVISION OF LOTS 18, 19, 22 AND 23 INBLOCK 2, OF

QUARTER _GF SECTION 24, TOWNSHIP 39 NORTH, RANGE 13 EAST OF THE THIRD
PRINCIPAL M ERIDIAN, ACCORDING TO THE PLAT THEREOF RECORDED AUGUST 12, 1885,
AS DOCUMENT WUMBER 046119, IN COOK COUNTY, ILLINOIS.

PARCEL 3 OF 19

LOT 15 IN JOHN OLIVER'S SUBDIVISION OF LOTS 18,19, 22 AND 23 IN BLOCK 2, OF COOK
AND ANDERSON'S SUBDIVISION OF THE WEST HALF OF THE NORTHEAST QUARTER OF
SECTION 24, TOWNSHIP 39 NORTH, RANGE 13 EAST OF THE THIRD PRINCIPAL MERIDIAN,
ACCORDING TO THE PLAT THERKCE RECORDED AUGUST 12, 1885, AS DOCUMENT
NUMBER 646119, [N COCK COUNTY, ILL INOIS,

PARCEL 4 OF 19

170600, IN COOK COUNT Y, ILLINOIS.

PARCEL 5 OF 19
LOTS 6 IN REIES' SUBDIVISION OF LOTS 20 AND 21 IN BLOCK 2 07 cook AND
ANDERSON'S SUBDIVISION OF THE WEST HALF OF THE NORTHEAST AQUARTER OF

SUBDIVISION OF LOT 24, BLOCK 2 OF COOK AND ANDERSON'S SUBDIVISION OF THE
WEST HALF OF THE NORTHEAST QUARTER OF SECTION 24, TOWNSHIP 39 NORTH, RANGE
13 EAST OF THE THIRD PRINCIPAL MERIDIAN, ACCORDING TO THE PLAT THEREOF

RECORDED OCTOBER 4, 1884, AS DOCUMENT NUMBER 578791, IN COOK COUNTY,
ILLINOIS.

PARCEL 6 OF 19
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SECTION 24, TOWNSHIP 39 NORTH, RANGE 13 EAST OF THE THIRD PRINCIPAL MERIDIAN,
ACCORDING TO THE PLAT THEREOF RECORDED OCTOBER 4, 1884 AS DOCUMENT
NUMBER 578791, AND LOT 19 IN LUNNEY'S SUBDIVISION OF A 100 FOOT STRIP OF LAND
THROUGH THE WEST HALF OF SAID NORTHEAST QUARTER ACCORDING TO THE PLAT
THEREOF RECORDED NOVEMBER 4, 1882 AS DOCUMENT NUMBER 430507, MORE
PARTICULARLY DESCRIBED AS FOLLOWS:

COMMENCING AT THE SOUTHWEST CORNER OF LOT 18 IN SAID LUNNEY'S SUBDIVISION;
THENCE NORTH 0 DEGREES 01 MINUTES 29 SECONDS EAST ALONG THE WEST LINE OF
SAID LOTS 18 AND 19, A DISTANCE OF 50.47 FEET TO THE POINT OF BEGINNING; THENCE
CONTINUING NORTH 0 DEGREES 01 MINUTES 29 SECONDS EAST ALONG THE WEST LINE
OF SAID LOTS-19 AND 5, A DISTANCE OF 43.33 FEET TO THE NORTHWEST CORNER OF
SAID LOT 5; THENCE SOUTH 89 DEGREES 38 MINUTES 52 SECONDS EAST, ALONG THE
NORTH LINE OF SAID LOT 5, A DISTANCE OF 124.91 FEET TO THE NORTHEAST CORNER OF
SAID LOT 5; THENCE SOUTH 0 DEGREES 01 MINUTES 10 SECONDS WEST ALONG THE EAST
LINE OF SAID LOTS 5-AND 19, A DISTANCE OF 42.61 FEET, TO A POINT 50.40 FEET NORTH
OF THE SOUTHEAST CORNEROF SAID LOT 18; THENCE NORTH 89 DEGREES 58 MINUTES

48 SECONDS WEST 124.91 FELT TO THE POINT OF BEGINNING, IN COOK COUNTY,
ILLINGIS.

PARCEL 7 OF 19

THAT PART OF LOTS 18 AND 19 IN LUNNEY'S SUBDIVISION OF A 100 FOOT STRIP OF
LAND THROUGH THE WEST HALF OF SAID NORTHEAST QUARTER ACCORDING TO THE
PLAT THEREOF RECORDED NOVEMBER 4, 1882° AS)DOCUMENT NUMBER 430507, MORE
PARTICULARLY DESCRIBED AS FOLLOWS:

BEGINNING AT THE SOUTHWEST CORNER OF SAID LOT 18, THENCE NORTH 0 DEGREES 01
MINUTES 29 SECONDS EAST, ALONG THE WEST LINE OF S0 LOTS 18 AND 19, A
DISTANCE OF 50.47 FEET, TO A POINT 43.33 FEET SOUTH OF THE NORTHWEST CORNER OF
LOT 5 IN THE SUBDIVISION OF LOT 24 IN BLOCK 2 IN COG¥ AND) ANDERSON'S
SUBDIVISION OF THE WEST HALF OF THE NORTHEAST QUARTER. O SECTION 24,
TOWNSHIP 39 NORTH, RANGE 13 EAST OF THE THIRD PRINCIPAL MERIDIAN, ACCORDING
TO THE PLAT THEREOF RECORDED OCTOBER 4, 1884 AS DOCUMENT NUMRER. 578791;
THENCE SOUTH 89 DEGREES 58 MINUTES 48 SECONDS EAST 124.91 FEET TO A FOINT ON
THE EAST LINE OF SAID LOT 19, SAID POINT BEING 42.61 FEET SOUTH OF THE
NORTHEAST CORNER OF SAID LOT 3; THENCE SOUTH 0 DEGREES 01 MINUTES 10
SECONDS WEST, ALONG THE EAST LINE OF SAID LOTS 18 AND 19, A DISTANCE OF 50.40
FEET TO THE SOUTHEAST CORNER OF SAID LOT 18; THENCE SOUTH 89 DEGREES 59
MINUTES 25 SECONDS WEST, ALONG THE SOUTH LINE OF SAID LOT 18, A DISTANCE OF
124.92 FEET TO THE POINT OF BEGINNING, IN COOK COUNTY, ILLINOIS.

PARCEL 8 OF 19
LOTS 51 IN THE SUBDIVISION OF LOTS 1 TO 5 AND LOT 7 OF BLOCK 4, AND LOTS 1 TO 6
AND 11 TO 14 OF BLOCK 3 AND LOTS 3, 4 AND 5 OF BLOCK 5, OF COOK AND ANDERSON'S
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SUBDIVISION OF THE WEST HALF OF THE NORTHEAST QUARTER OF SECTION 24,
TOWNSHIP 39 NORTH, RANGE 13 EAST OF THE THIRD PRINCIPAL MERIDIAN, ACCORDING
TO THE PLAT THEREQOF RECORDED APRIL 4, 1882, AS DOCUMENT NUMBER 385416, IN
COOK COUNTY, ILLINOIS.

PARCEL 9 OF 19

LOTS 3 AND 4 IN THE SUBDIVISION OF LOT 24 IN BLOCK 2 IN COOK AND ANDERSON'S
SUBDIVISION OF THE WEST HALF OF THE NORTHEAST QUARTER OF SECTION 24,
TOWNSHIP 39 NORTH, RANGE 13 EAST OF THE THIRD PRINCIPAL MERIDIAN, ACCORDING
TO THE PLAT THEREOF RECORDED OCTOBER 4, 1884 AS DOCUMENT NUMBER 578791, IN
COOK COUNTY, ILLINOIS.

PARCEL 10 OF 'y

THAT PART OF LOT'S, IN REIES' SUBDIVISION OF LOTS 20 AND 21 IN BLOCK 2 IN COOK
AND ANDERSON'S SUBDIVISION OF THE WEST HALF OF THE NORTHEAST QUARTER OF
SECTION 24, TOWNSHI 39 MORTH, RANGE 13 EAST OF THE THIRD PRINCIPAL MERIDIAN,
ACCORDING TO THE PLAT 7EERECF RECORDED APRIL 30, 1869 (ANTIFIRE), AND LOT 1 IN
THE SUBDIVISION OF LOT 24 IN ELOCK 2 IN COOK AND ANDERSON'S SUBDIVISION OF
THE WEST HALF OF THE NORTHIAST QUARTER OF SECTION 24, TOWNSHIP 39 NORTH,
RANGE 13 EAST OF THE THIRD PPANCIPAL MERIDIAN, ACCORDING TO THE PLAT
THEREOF RECORDED OCTOBER 4, 1884~AS DOCUMENT NUMBER 578791, MORE
PARTICULARLY DESCRIBED AS FOLLOWS:

BEGINNING AT A POINT ON THE FAST LINE OF SAID.LOT 5, THAT IS 106.38 FEET SOUTH
OF THE NORTHEAST CORNER OF LOT 1 IN SAID REIESSUBDIVISION; THENCE SOUTH 0
DEGREES 0 MINUTES 50 SECONDS WEST ALONG THE EAST LINE OF SAID LOTS § AND 1, A
DISTANCE OF 50.75 FEET TO THE SOUTHEAST CORNER OF SA™® LOT 1; THENCE NORTH 89
DEGREES 39 MINUTES 09 SECONDS WEST ALONG THE SOUTH ¥ANE OF SAID LOT 1, A
DISTANCE OF 124.91 FEET TO THE SOUTHWEST CORNER OF SAID LOT 1; THENCE NORTH 0
DEGREES 01 MINUTES 10 SECONDS EAST ALONG THE WEST LINE OF-SAID LOTS 1, A
DISTANCE OF 50.02 FEET TO A POINT ON THE WEST LINE OF SAID LOT S/ FHAT IS 107.04
FEET SOUTH OF THE NORTHWEST CORNER OF SAID LOT 1; THENCE SOUTH 59 DEGREES
39 MINUTES 14 SECONDS EAST 124.90 FEET TO THE POINT OF BEGINNING, i3 COOK
COUNTY, ILLINOIS.

PARCEL 11 OF 19

THAT PART OF LOTS 3, 4 AND 3, INREIES' SUBDIVISION OF LOTS 20 AND 21 INBLOCK 2 IN
COOK AND ANDERSON'S SUBDIVISION OF THE WEST HALF OF THE NORTHEAST
QUARTER OF SECTION 24, TOWNSHIP 39 NORTH, RANGE 13 EAST OF THE THIRD
PRINCIPAL MERIDIAN, ACCORDING TO THE PLAT THEREOF RECORDED APRIL 30, 1869
(ANTIFIRE), MORE PARTICULARLY DESCRIBED AS FOLLOWS:

BEGINNING AT A POINT ON THE EAST LINE OF SAID LOT 3, THAT IS 56.05 FEET SOUTH OF
THE NORTHEAST CORNER OF LOT 1 IN SAID REIES' SUBDIVISION; THENCE SOUTH 0




1025131095 Page: 55 of 69

UNOFFICIAL COPY

DEGREES 0 MINUTES 50 SECONDS WEST ALONG THE EAST LINE OF SAID LOTS 3, 4 AND 3,
A DISTANCE OF 50.33 FEET; THENCE NORTH 89 DEGREES 59 MINUTES 14 SECONDS WEST

MINUTES 10 SECONDS EAST ALONG THE WEST LINE OF SAID LOTS 3, 4 AND 5, A

FEET SOUTH OF THE NORTHWEST CORNER OF SAID LOT 1; THENCE SOUTH 89 DEGREES
58 MINUTES 30 SECONDS EAST 124.90 FEET TO THE POINT OF BEGINNING, IN COOK
COUNTY, ILLINOIS.

PARCEL 12 OF 19

THAT PAZT) OF THE SOUTH 19.00 FEET OF LOT 1, AND LOTS 2 AND 3, IN REIES’
SUBDIVISION OF LOTS 20 AND 21 IN BLOCK 2 IN COOK AND ANDERSON'S SUBDIVISION
OF THE WEST HALF OF THE NORTHEAST QUARTER OF SECTION 24, TOWNSHIP 39 NORTH,
RANGE 13 EAST O THE THIRD PRINCIPAL MERIDIAN, DESCRIBED AS FOLLOWS:

BEGINNING AT THE NORTHEAST CORNER OF THE SOUTH 19.00 FEET OF SAID LOT 1
THENCE SOUTH ¢ DEGREES 4 MINUTES 50 SECONDS WEST ALONG THE EAST LINE OF
SAID LOTS 1, 2 AND 3, A DISTAYCE OF 50.03 FEET TO A POINT ON THE EAST LINE OF SAID
LOT 3; THENCE NORTH $9 DEGRTES 58 MINUTES 30 SECONDS WEST 124,90 FEET TO A
POINT ON THE WEST LINE OF SAID LOT 3; THENCE NORTH 0 DEGREES 1 MINUTE 10
SECONDS EAST ALONG THE WEST LINE OF-SAID LOTS 1, 2 AND 3, A DISTANCE OF 50.68
FEET TO THE NORTH LINE OF THE SOUTH 19.£9 FEFT OF SAID LOT 1; THENCE SOUTH 89
DEGREES 40 MINUTES 36 SECONDS EAST, ALGNG THE NORTH LINE OF THE SOUTH 19.00
FEET OF SAID LOT 1, A DISTANCE OF 124.90 FEET TO'THE POINT OF BEGINNING, IN COOK
COUNTY, ILLINOIS.

PARCEL 13 OF 19

LOTS 1,2,3,4,5AND 6 IN MCKELLAR'S SUBDIVISION OF LOTS'1Z, 13, 16 AND 17 IN BLOCK
2 IN COOK AND ANDERSON'S SUBDIVISION OF THE WEST HALF GF THE NORTHEAST
QUARTER OF SECTION 24, TOWNSHIP 39 NORTH, RANGE 13 EAST-OF THE THIRD
PRINCIPAL MERIDIAN, ACCORDING TO THE PLAT THEREOF RECORDEL JLEY 30, 1874 AS
DOCUMENT NUMBER 170600, IN COOK COUNTY, ILLINOIS.

PARCEL 14 OF 19

THE SOUTH 23.50 FEET OF LOT § IN THE SUBDIVISION OF LOTS I AND 2 IN BLOCK 2 IN
COOK AND ANDERSON'S SUBDIVISION OF THE WEST HALF OF THE NORTHEAST
QUARTER OF SECTION 24, TOWNSHIP 39 NORTH, RANGE 13 EAST OF THE THIRD
PRINCIPAL MERIDIAN, ACCORDING TO THE PLAT THEREOF RECORDED FEBRUARY 14,

THE EAST 6 FEET OF LOT 6 IN D.D. HEALY’S RESUBDIVISION OF LOTS 1 TO 5 IN D.D.
HEALY’S SUBDIVISION OF THE SOUTH PART OF LOT 3 OF BLOCK 2 OF COOK AND
ANDERSON’S SUBDIVISION OF THE WEST % OF THE NORTHEAST % OF SECTION 24,
TOWNSHIP 39 NORTH, RANGE 13, EAST OF THE THIRD PRINCIPAL MERIDIAN LYING
BETWEEN THE NORTH AND SOUTH LINES, EXTENDED WEST OF THE SOUTH 23.5 FEET OF
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LOT 8 IN THE SUBDIVISION OF LOTS 1 AND 2 IN BLOCK 2 IN COOK AND ANDERSON’S
SUBDIVISION AFORESAID, IN COOK COUNTY, ILLINOIS.

PARCEL 15 OF 19

LOTS 6 AND 7 IN THE SUBDIVISION OF LOTS 1 AND 2 IN BLOCK 2 IN COOK AND
ANDERSON'S SUBDIVISION OF THE WEST HALF OF THE NORTHEAST QUARTER OF
SECTION 24, TOWNSHIP 39 NORTH, RANGE 13 EAST OF THE THIRD PRINCIPAL MERIDIAN,
ACCORDING TO THE PLAT THEREOF RECORDED FEBRUARY 14, 1888 AS DOCUMENT
NUMBER 922839, IN COOK COUNTY, ILLINOIS; ALSO THAT PART OF THE EAST 6 FEET OF
LOT 6 IND.D. HEALY’S RESUBDIVISION OF LOTS 1 TO S IN D.D. HEALY’S SUBDIVISION OF
THE SOUTH PART OF LOT 3 OF BLOCK 2 OF COOK AND ANDERSON’S SUBDIVISION OF
THE WEST ¥, SF THE NORTHEEAST % OF SECTION 24, TOWNSHIP 39 NORTH, RANGE 13,
EAST OF THE FdjRD PRINCIPAL MERIDIAN LYING BETWEEN THE NORTH AND SOUTH
LINES, EXTENDED WEST, OF EACH OF LOTS 6 AND 7 IN THE SUBDIVISION OF LOTS 1 AND
2 IN BLOCK 2 IN COOX AND ANDERSON’S SUBDIVISION AFORESAID, IN COOK COUNTY,
ILLINOIS.

PARCEL 16 OF 19

LOT 12, IN THE SUBDIVISION OF LOTS 6,7, 8 9 AND 10 IN BLOCK 1 IN COOK AND
ANDERSON'S SUBDIVISION OF TH: WEST HALF OF THE NORTHEAST QUARTER OF
SECTION 24, TOWNSHIP 39 NORTH, RANGE 12 EAST OF THE THIRD PRINCIPAL MERIDIAN,
ACCORDING TO THE PLAT THEREOF RECORDED JUNE 20, 1887 AS DOCUMENT NUMBER
842565, IN COOK COUNTY, ILLINOIS.

PARCEL 17 OF 19

LOT 14, 15,16 AND 17, IN THE SUBDIVISION OF LOTS 6, 7,5, 9 AND 10 IN BLOCK 1 IN COOK
AND ANDERSON'S SUBDIVISION OF THE WEST HALF OF THE-NORTHEAST QUARTER OF
SECTION 24, TOWNSHIP 39 NORTH, RANGE 13 EAST OF THE T3IXD PRINCIPAL MERIDIAN,
ACCORDING TO THE PLAT THEREOF RECORDED JUNE 20, 1887 AS DOCUMENT NUMBER
842565, IN COOK COUNTY, TLLINOIS.

PARCEL 18 OF 19

LOT 20, IN THE SUBDIVISION OF LOTS 6, 7, 8, 9 AND 10 IN BLOCK 1 IN CCeOK AND
ANDERSON'S SUBDIVISION OF THE WEST HALF OF THE NORTHEAST QUARTER OF
SECTION 24, TOWNSHIP 39 NORTH, RANGE 13 EAST OF THE THIRD PRINCIPAL MERIDIAN,
ACCORDING TO THE PLAT THEREOF RECORDED JUNE 20, 1887 AS DOCUMENT NUMBER
842565, IN COOK COUNTY, ILLINOIS.

PARCEL 19 OF 19

SUB-PARCEL 19(A): LEASEHOLD ESTATE CREATED BY GROUND LEASE DATED AS
OF SEPTEMBER 1, 2010 BETWEEN THE CHICAGO HOUSING AUTHORITY, AN ILLINOIS
MUNICIPAL CORPORATION, LANDLORD, AND SINAI COMMUNITY INSTITUTE, INC., AN
ILLINOIS NOT FOR PROFIT CORPORATION, TENANT, RECORDED CONTEMPORANEOQUSLY
HEREWITH, AND AMENDED AND ASSIGNED TO OGDEN NORTH, LLC, AN ILLINOIS




LIMITED LIABILITY COMPANY, BY ASSIGNME

CORPORATION, DATED  AS
CONTEMPORANEOUSLY HEREWITH, DEMISING AND LEASING
EXPIRING ON AUGUST 31, 2] 09, THE FOLLOWING DESCRIBED P

LOT 1 IN OGDEN NORTH RESUBDIVISION OF PART OF POPE'
1/2 OF THE NORTHEAST 1/4 OF SECTION 24, TOWNSHIP 39 NO
THIRD PRINCIPAL MERIDIAN, ACCORDING TO THE PLAT TH
2010 AS DOCUMENT NUMBER 10621510025, IN COOK COUNTY

EXCEPTING THEREFROM ALL BUILDINGS A
LOCATED AFTER THE DATE OF THE AFORESA

SUB-PARCEL 19(B):

LOCATED, OR TO BE LOCA
THE LEASEHOLD ESTATE HEREINABOVE DE

HAVING THE FOLLOWING ADDRESSES, A' L

2719 W, Roosevelt Rd.
1254 S. Fairfield Ave.
1256 S. Fairfield Ave.
1260 S. Fairfield Ave.,
1255 S. Fairfield Ave.
1303 S. Fairfield Ave.
1307 S. Fairfield Ave.
1305 S. Fairfield Ave.
1313 S. Fairfield Ave.
1315 S. Fairfield Ave.
1317 8. Fairficld Ave.
1319 S. Fairfield Ave.
1345 8. Fairfield Ave.
1310 S, Washtenaw Ave,
1314 S, Washtenaw Ave.

AFFECTING PINS:
16-24-201-002 & -003
16-24-206-048 & -049
16-24-206-051
16-24-207-010
16-24-207-015
16-24-207-016
16-24-207-018 to -022

TED AFTER THE D
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OF  SEPTEMBER

1312 S. Washterasw Ave.
1306 S. Washtenaw Ave.
1302 S. Washtenaw Av<.
1304 S. Washtenaw Ave:
1262 S. Washtenaw Ave.
1300 S. Washtenaw Ave,
1256 S. Washtenaw Ave.
1260 S. Washtenaw Ave.
1258 S. Washtenaw Ave,
2707 W. 12th Place

1236 S. Washtenaw Ave,
1240 S. Washtenaw Ave,
1224 S. Washtenaw Ave.
1218 S. Washtenaw Ave.
1220 8. Washtenaw Ave,

16-24-207-031
16-24-207-056 & 057
16-24-207-053 & 054
16-24-207-052
16-24-207-076
16-24-207-041 to0 046
16-24-201-017

2010

NT AND ASSUMPTION AND AMENDMENT

G AUTHORITY, AN ILLINOIS MUNICIPAL
AND  RECORDED
FOR A TERM OF 99 YEARS
REMISES, TO WIT:

S SUBDIVISION IN THE WEST
RTH, RANGE 13, EAST OF THE
EREOF RECORDED AUGUST 3,
, ILLINOIS.

ND IMPROVEMENTS LOCATED, OR TO BE
ID GROUND 1.EASE, THEREON,

£E£ SIMPLE TITLE TO ALL BUILDINGS AND IMPROVEMENTS

ATE OF THE AFORESAID GROUND LEASE, ON
SCRIBED AS SUB-PARCEL 19(A).

IN CHICAGO, I LINOIS:

2652 W. 12th Place
2642 W. 12th Place
2644 W. 12th Place
1220 S. Talman Ave,
2632 W. 12th Place
2639 W. 12th Place
2645 W. 12th Place
2051¢W. 12th Place
1235-3. Washtenaw Ave,
1245 S. Washtenaw Ave.
2652 W. 1 3ih Sireet
2646 W. 13th S'rect
2640 W. 13th Stre=t

16-24-201-012
16-24-201-015
16-24-201-014
16-24-202-009
16-24-202-011 t0 - 014
16-24-202-017
16-24-208-074
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EXHIBIT A-1

LOT 1 IN OGDEN NORTH RESUBDIVISION OF PART OF POPE'S SUBDIV ISION IN THE WEST
1/2 OF THE NORTHEAST 1/4 OF SECTION 24, TOWNSHIP 39 NORTH, RANGE 13, EAST OF THE
THIRD PRINCIPAL MERIDIAN, IN COOK COUNTY, ILLINOIS ACCORDING TO THE PLAT
THEREOF RECORDED AUGUST 3, 2010 AS DOCUMENT NUMBER 1021510025.

PIN:  16-24-208-074
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EXHIBIT B

Methodology to Determine
Reasonableness of Proposed Budget

In the event the Owner’s proposed Operating Budget is disapproved by the Authority, a
process shall be initiated in order to determine the appropniate 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 aerein shall be used to determine the Operating Budget for the following Development
Fiscal Year“All determinations shall be supported in writing by underlying data and shall set
forth the reasonipg and computations relied on and used.

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

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

It the two determinations differ by more than‘tz1y percent ( 10%), then the two Experts
shall select a third Expert, or if they are unable, a third Lxpert shall be appointed by a judge of
the Circuit Court of Cook County. Such Expert shall then Jrovide a separate determination of
Third Party Determined Expenses (“Independent Deterniiitation”).  The Independent
Determination together with that determination made on behalf of cie 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 I the Independent
Determination differs by the same amount from each of the other two determizptions, the value
set forth in the Independent Determination shall thereupon be binding on all peities in 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.
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EXHIBIT C

Insurance Requirements

The Owner must 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 Owner, 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 “A”. The insurance provided
shall cover.all operations under this Agreement, whether performed by the Owner, any general
contractor {iicluding without limitation the General Contractor or by any subcontractors .

L. CONSTAUCTION INSURANCE REQUIREMENTS

A. Required Insurance Coverages for Owner:

1. Builder’s Risk: The Developer and/or Owner Entity shall provide directly, on
behalf of the Comzactor and Subcontractors, for each Development, an All Risk
Builder’s Risk Insuraince policy in accordance with HUD’s 5370 form (paragraph
36b) covering new constréetion, improvements, betterments, and/or repairs, at
replacement cost, for all matefiais, supplics, equipment, machinery and fixtures
that are or will be part of the peiranent project. The Authority shall be named as
loss payee.

2. General Liability Insurance. General Liability Insurance provided shall have a
limit of not less than One Million Dollars (51,600,000) per occurrence with a
aggregate of not less than Two Miiiign Dollars  ($2,000,000)(.e.
$1,000,000/$2,000,000). In addition to the stipwsiions outlined above, the
insurance policy is to include coverage for Contrastual Liability, Products-
Completed Operations, Personal & Advertising Injury arid will also cover injury
to Developer’s and/or Owner Entity’s and General Cortracior’s respective
officers, employees, agents, subcontractors, invitees and guests 2ad their personal
property. The Authority is to be endorsed as additional insureds on‘t'ie'policy and
such insurance will be endorsed as primary and non-contributory with any other
insurance available to the Authority.

3. Excess Liability*. The Developer and/or Owner Entity shall secure Excess
Liability insurance in the amount of not less than Ten Million Dollars $
10,000,000). This coverage will be excess of the General Liability, Auto Liability
and Employer’s Liability coverage. The Developer’s and/or Owner Entity’s
coverage will follow-form for all primary, liability and employer’s liability
coverages.

4. Automobile Liability Insurance. When any motor vehicle (owned, non-owned
and/or hired) is used in connection with the construction to be performed for such
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Development, 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 shall be provided. The Authority is 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.

Workers Compensation _and  Occupational Disease Insurance. Workers
Compensation and Occupational Disease Insurance shall be in accordance with
the laws of the State of Illinois (Statutory) Coverage A, and Employer’s Liability,
Coverage B, in an amount of not less than $500,000/$500,000/$500,000.

Professional Liability (Errors & Omissions). The Developer and/or Owner Entity
shall require any architects and engineers of record, construction manager,
property manager, security companies and/or other professional consultants who
perfdn. work in connection with the Redevelopment to provide Professional
Liability insurance. Such insurance covering acts, errors or omissions shall be
maintained with limits of not less than Five Million ($5,000,000) per occurrence.
When policiesaré renewed or replaced, the policy retroactive date must coincide
with, or precede, siart of Services under this Agreement. A Claims-made policy
which is not renewed or replaced must have an extended reporting period of two
(2) vears.

Required Insurance Coverages for the General Contractor-
General Liability Insurance. Liabllity-Insurance provided shall have a limit of

not less than One Million Dollars (81,000,300) per occurrence with a Per Project
aggregate  of not less than Two . Miilion Dollars  ($2,000,000) (i.e.
$1,000,000/$2,000,000). Included without Iir ltaiion, the following coverages:
Premises/Operations, including deletion of explesion, collapse and underground
(XCU) exclusions; Independent Contractors’ Proteriive Liability; Broad Form
Contractual Liability, specifically referring to the indemaity-obligations under and
pursuant to this Agreement, subject to the standard industry terius, conditions and
exclusions of the policy; Broad Fomm Property Darisge, including
Products/Completed Operations; Personal Injury Liability, witn erinloyee and
contractual exclusions deleted. In addition to the stipulations outlined above, the
insurance policy is to include coverage for Contractual Liability, Products-
Completed Operations, Personal & Advertising Injury. The Authority, Developer
and/or Owner Entities (“Additional Insureds™), 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 Additional Insureds.

Products-Completed Operations. General Contractor and subcontractors shall
procure and maintain (and require subcontractor’s subcontractors of any tier to
procure and.maintain) until expiration of the .[name of development] Project’s
warranty period and, with regard to Products/Completed Operations coverage for
two (2) years after final completion of the Work.
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It is further agreed that the coverage afforded to the Additional Insureds shall
exclude indemnification of the architect for claims arising out of (1) the
preparation or approval of maps, drawings, opinions, repoits, surveys, change
orders, designs or specifications, or (2) the giving of or the failure to give
directions or instructions by the architects, his agents or employees provided such
giving or failure to give is the primary cause of the injury or damage.

Excess Liability*. The General Contractor shal] secure Excess Liability insurance
in the amount of not Iess than Ten Million Dollars ($10,000,000) Per Occurrence.
This coverage will be excess of the General Liability, Auto Liability and
Employers Liability coverages. The General Contractor’s insurance coverage will
5 excess of all subcontractors with which it contracts to provide services for this
asvelopment. The Authority and the Developer and/or Owner Entities are to be
endarced as additional insureds on the General Contractor’s Excess Liability
policy. Subcontractor’s excess limits will be determined by the General
Contracte. as they deem appropriate,

Automobile Liability 'nsurance. When any motor vehicles (owned, non-owned
and/or hired) are used i connection with the construction to be performed for the
Development, Comprenicnsive Automobile Liability Insurance with limits of not
less than One Million Dolla's ($1,000,000) per occurrence CSL, for bodily injury
and property damage shall be provided. The Authority, Developer and/or Owner
Entities, 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.

Workers Compensation and Occupationil Disease Insurance, Workers
Compensation and Occupational Disease Insurarce shall be in accordance with
the laws of the State of Illinois (Statutory) Coverage A, and Employer’s Liability,
Coverage B, in an amount of not less than $500,000/$500,0’)0/3;500,000.

Lead/Asbestos Abatement Liability, When any lead and/or ashesios abatement
liability work is performed in connection with the contract, .izad/Asbestos
Abatement Liability Insurance shall be provided with limits of not l¢ss than Five
Million Dollars ($5,000,000) per occurrence insuring bodily injury, - property
damage and environmenta] clean-up. The Authority, Developer and/or Owner
Entities, 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. When claims made 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.

Contractor’s Pollution Liability. The General Contractor shall require a separate

Contractor’s Pollution Liability insurance policy, covering any bodily injury,
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liability, and property damage liability, arising out of pollutants including
hazardous materials such as asbestos, lead, etc. or contaminated soil, including
while in transit to a permanent disposal facility which may arise from activities
under or incidental to the contract, whether such activities be by the General
Contractor or by any of his subcontractors or by anyone directly or indirectly
employed or otherwise contracted by any of them. This policy shall be maintained
with limits of not less than Three Million Dollars ($3,000,000) per occurrence,
The Authority is to be endorsed as an additional insureds on the policy and such
insurance will be endorsed as primary and non-contributory with any other
insurance available to the Authority.

Railroad Protective Liability Insurance: When, in connection with a
Development, any work is to be done adjacent to or on property owned by a
izi110ad or public transit entity, the General Contractor shall procure and
mari2in, or cause to be procured and maintained, with respect to the operations
that contractor or any subcontractor shall perform, railroad protective liability
insurance'in the name of such railroad or public transit entity. The policy shall
have limits ¢f it less than Two Million Dollars ($2,000,000) per occurrence,
combined single liits, and Six Million Dollars ($6,000,000) in the aggregate for
losses arising out of irduries to or death of all persons, and for damage to or
destruction of property, :ncluding the loss of use thereof

Evidence of Insurance. Withi five days of initial construction closing
disbursement on a Phase and prior o the commencement of construction
activities, the Developer and/or Owner Entity directly or through the General
Contractor shall furnish the Authority, fo>Ttecord keeping purposes only, with
satisfactory evidence that the Developer and/of Owner Entity, General Contractor
and subcontractors have the insurance coverages 5.t ‘orth above. The Developer,
Owner Entity, and/or General Contractor shall be required to ensure that all
subcontractors comply with the Authority’s minimum cove: age requirements. It is
the responsibility of the Developer, Owner Entity; and/or Gereral Contractor to
secure and maintain proof of coverage for all entities that it eoit-acts with that
provide services to this Development. At closing, final draft certificates of
insurance records previously approved by the Authority must be delivared. Post
closing, certificates must be made available for review by the Authority within
twenty-four (24) hours of being requested. Said coverages shall not be modified,
canceled, non-renewed, or permitted to lapse until fina completion and approval
of the performance of the General Contractor’s contract and the policies shall
contain a provision that the coverages will not be modified, canceled, non-
renewed or permitted to lapse until not less than 30 days after the Authority has
received written notice, by certified or registered mail, that the modification,
cancellation, non-renewal or lapse of such coverages is contemplated.
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ALL REQUIRED DOCUMENTATION MUST BE RECEIVED FOR
APPROVAL PRIOR TO DEVELOPER AND/OR OWNER ENTITY
COMMENCING WORK UNDER THIS AGREEMENT.

Developer and/or Owner Entity shall advise, and cause each General Contractor
for a Development to advise, all insurers of the contract provisions regarding
insurance. The failure of the Developer, Owner Entity, or any General Contractor
to notify insurers of the contract provisions shall not relieve Developer and/or
Owner Entity from its insurance obligations under this contract or any Authority
Closing Document and such insurance obligations shall survive the term of this
Development Agreement. Nonfulfillment of the insurance provisions stated
herein shall constitute a breach of the General Contractor’s contract and of this
Agreement. The Authority retains the right to stop work until proper evidence of
losurance is provided.

Renewal Certificates of Insurance, requested endorsements; or such similar
evidence 'sto be received by the Authority’s Risk Management Department, with
a copy to the Authority’s designated representative, 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 the
Closing Documents: 1y The Authority will purchase insurance on behalf of
Developer and/or Owner titity and will charge back all costs to Developer and/or
Owner Entity; (2) Developer of Gwner Entity shall cause the General Contractor
and any subcontractors to be uniediately removed from the property; (3) this
Development Agreement will be terminated; or (4) all payments due Developer
and/or Owner Entity and General Contractor will be held until Developer and/or
Owner Entity has complied with the contiact:-The receipt of any certificate by the
Authority does not constitute agreement by/thc Authority that the Insurance
requirements in the Agreement have been fully met-or that the insurance policies
indicated on the certificate are in compliance witil the requirements of the
Agreement. Developer, Owner Entity, and/or General Contractor shall be required
to ensure that all subcontractors comply with the Authority’s minimum coverage
requirements. It is the responsibility of the Developer, Ovine: Entity, and/or
General Contractor to secure and maintain proof of coverage for all estities that it
contracts with, that provides services to this Development. Proot of msurance
records must be available for review by the Authority within twenty-four (24)
hours of being requested.

If any of the required insurance js underwritten on a claims made basis, the
retroactive date shall be prior to or coincident with the date of the General
Contractor’s contract, and the Certificate of Insurance shall state the coverage is
“claims made” and also the Retroactive Date. A Claims-Made policy which is not
renewed or replaced must have an extended reporting period (tail coverage) of
two (2) years. Any extended reporting period premium (tail coverage) shall be
paid by Developer and/or Owner Entity, directly or through the General
Contractor for the Development. It is further agreed that all insurance policies
required hereunder shail provide the Authority with not less than a thirty (30)
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days notice in the event of the occurrence of any of the following conditions:
aggregate erosion in advance of the Retroactive Date, cancellation and/or non
renewal.

G. Developer and/or Owner Entity shall provide to the Authority, prior to
commencement of construction and upon each renewal or replacement of a
builder risk policy required hereunder, and in any event not less than annually, a
certifted copy of the insurance policies required hereunder and all endorsements.

H. Developer and/or Owner Entity shall require, directly or through the General
Contractor for each Development, that all subcontractors performing work for the
Development carry insurance required herein or the Developer, or General
Cortractor may provide the coverages for any or all of its subcontractors, and if
50, the 2vidence of insurance submitted shall so stipulate and adhere to the same
requirerieats and conditions as outlined in Section “B” above. Evidence of such
Coverage must-he submitted to the Authority for record keeping purposes only.

IL OPERATIONS PERIOV IN SURANCE REQUIREMENTS

The Owner Entity must procure ard ‘maintain at all times during the operation of the
Development the types of insurance speciiied helow in order to protect the CHA from the acts,
omissions and negligence of the selected respondent, its officers, officials, subcontractors, joint
venture, partners, agents or employees. The insurarice carriers used by the Owner Entity must be
authorized to conduct business in the State of Illineis and shall have a BEST Rating of not less
than an “A”. The insurance provided shall cover all operations under the Agreement, whether
performed by the Owner Entity or by its subcontractors,

A.  Required Insurance Coverages:

1. Al-Risk Property Damage: The Owner Entity shall obtin an all-risk property
policy in the amount of the full replacement value, including imorovements and
betterments, covering damage to or loss of the Premises. The insurance shall
include the following extensions: business interruption/loss of reniesand boiler
and machinery, if applicable. The policy shall list the Authority as loss pavee.

2. General Liability Insurance. General Liability Insurance provided shall have a

limit of not less than One Million Dollars ($1,000,000) per occurrence with a Per
Project aggregate of not less than Two Million Dollars ($2,000,000) (ie.
$1,000,000/$2,000,000). In addition to the stipulations outlined above, the
insurance policy is to include coverage for Contractual Liability, Products-
Completed Operations, Personal & Advertising Injury and will also cover injury
to the Owner Entity’s officers, employees, agents, subcontractors, invitees and
guests and ‘their personal property. The CHA is to be endorsed as an additional
insured on the policy and such insurance will be endorsed as primary and non-
contributory with any other insurance available to the Authority.
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Automobile Liability Insurance. When any motor vehicles (owned, non-owned

and hired) are used in connection with the Services to be performed, the Owner
Entity 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 CHA shall be endorsed as additional insureds on
the Owner Entity’s policy and such insurance will be endorsed as primary and
non-contributory with any other insurance available to the CHA.

Workers Compensation and Occupational Disease Insurance. Workers
Compensation and Occupational Disease Insurance shall be in accordance with

the laws of the State of Illinois (Statutory) Coverage A, and Employer’s Liability,
Coverage B, in an amount of not Jess than $500,000/$500,000/$500,000.

Blariet Crime. The Owner Entity shall provide Blanket Crime coverage in a
form réasonably acceptable to the Authority, against loss by dishonesty, robbery,
burglary, tseft, destruction or disappearance, computer fraud, credit card forgery
and other rel¢ted <iime risks. The policy limit shall be written to cover losses in
the amount of ‘the tnaximum monies collected, received and/or in the Owner
Entity’s care at any-given time, but shall in no event be Jess than the aggregate
amount of two months ure ating subsidy,

Professional Liability. When any architects (of record), engineers (of record),
construction managers, property managers or other professional consultants
perform work in connection with thig contract, Professional Liability insurance
Covering acts, errors or omissions shall bé 1aintained with limits of not less than
Five Million Dollars ($5,000,000) per occurrence. When policies are renewed or
replaced, the policy retroactive date must cc mcide 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 twa i2) vears.

B. Related Requirements

1.

The Owner Entity shall advise all insurers of the contract provisions regarding
insurance. The failure of the Owner Entity to notify insurers of the contract
provisions shall not relieve the Owner Entity from its insurance ochgations
herein. Nonfulfillment of the insurance provisions shall constitute a default under
the Authority Closing Documents. The Authority retains the right to stop work
until proper evidence of insurance is provided.

The Owner Entity shall furnish the Chicago Housing Authority, Risk
Management Department, 60 E. Van Buren St, 11% Floor, Chicago, Illinois
60605 original Certificates of Insurance evidencing the required coverages to be
in force on the Effective Date of this Agreement. In addition, copies of the .
endorsement(s) adding the CHA to the policies as additional insureds are
required.
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3. Renewal Certificates of Insurance, requested endorsements, or such similar
evidence is to be received by the Risk Management Department, with a copy to
the Authority’s Designated Representative prior to expiration of insurdnce
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 any Closing
Documents: (1) The Authority will purchase insurance on behalf of the Owner
Entity and will charge back all costs to the Owner Entity; (2) the Owner Entity
will be immediately removed from Authority property and contract revoked; (3)
all payments due the Owner Entity will be held until the Owner Entity has
complied with the contract; or (4) the Owner Entity will be assessed Five
Hundred Dollars ($500) for every day of non-compliance. The receipt of any
cettificate does not constitute agreement by the Authority that the insurance
requirements in the Agreement have been fully met or that the insurance policies
indicaizd_on the certificate are in compliance with the requirements of the
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‘rinewed.

4, If any of the requived insurance is underwritten on a claims made basis, the
retroactive date shall be yrivrto or coincident with the date of this Agreement and
the Certificate of Insurance thall state the coverage is “claims made” and also the
Retroactive Date. The Owner “nti 'y shall maintain coverage for the duration of
this Agreement. A Claims-Made policy which is not renewed or replaced must
have an extended reporting period (tail‘coverage) of two (2) years. Any extended
reporting period premium (tail coverage) siall be paid by the Owner Entity. The
Owner Entity shall provide to the Authority, annually, a certified copy of the
insurance policies obtained pursuant hereto. I' is 'firrther agreed that the Owner
Entity shall provide the Authority a thirty (30) dave notice in the event of the
occurrence of any of the following conditions: aggregate crosion in advance of the
Retroactive Date, cancellation and/or non renewal.

5. The Owner Entity shall require all subcontractors to carry the.insurance required
herein or the Owner Entity may provide the coverage for anv sr all of its
subcontractors, and if s0, the evidence of insurance submitted shall so-stipulate
and adhere to the same requirements and conditions as outlined in Section “A”
above,

* Excess Liability can be satisfied by $10,000,000 each of Developer and General
Contractor, $20,000,000 in Excess Liability coverage by either the Developer or General
Contractor or any combination equal to $20,000,000 in total Excess Liability coverage.
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EXHIBIT D

Location of PHA-Assisted Units
(See attached)




Fark Douglas Rental
List of PHA nits
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103 19 | Courtyard] A | 2651 W.12h Place 102 w N 798 Type A | Conduit PH
108 19 |Courverd] — A [2657w 12m Place 202 2w 1 g 798 Conduit PH
108 19 Courtyard B 12355 Washienaw Ave i 1N 2 1 1267 Type B PH
i 19 [Coutyard] " C_ [12355 Washtenaw Ave. 202 28 3 - 1315 PH
112 19 |Counvers] D [12353, Washtenaw Ave o1 3N 2 1 L 267 PH
116 13 |Courtyard] " B 112455, Washteraw Ave, 201 2N 2 1 L Conduit PH
121 19 [Coutyard| A 2652w 13th Street 102 1E 1 1 "3 | Typed PH
124 18 Couttyard| A~ 2850w, 13m Streset 301 3w 1 1 198 Conauit PH
126 19 [Coutyard] C  [2646 W 13ih Street 101 1w 3 z 1250 | Tyrod PH
129 19 Courtyard B 2646 W. 13th Streal 202 2E 2 1 1117 | PH
130 19 |Couyard] € 2646 W 13 Street 301 aw 3 2 1295 _ PH
132 1 [Couvard] B 840w, 13th Street 101 W 2 1 17 504 o= PH
135 18 _ICoutvara] _F [2640W J31n Streel 202 28 3 2 1350 'N) PH
136 19 [Coutvard] B 2640w 131 Street 30 3w 2 1 1117 PH




