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REGULATORY AGREEMENT

THIS REGULATORY AGREEMENT entered into and effective this f_‘ﬁ,_'}ay of June,
2011 (this "Regulatory Agreement™), by and between the City of Chicago (the “Ciiy™"), an Illinois
municipal corporation, by and through its Department of Housing and Economic Deveiopment
(“HED”) with offices at 121 North LaSaile Street, Room 1000, Chicago, Illinois, 60602, Mercy
Portfolio Services, a Colorado non-profit corporation with offices located at 120 South LaSalle
Street, Suite 1850, Chicago, Illinois 60603 (“Mercy”) and MPS Community I, LLC, an Illinois
limited liability company, with offices located at 120 South LaSalle Street, Suite 1850, Chicago,
Illinois 60603 (the “Borrower™).

It is expressly anticipated by the parties hereto that MPS Community I, LLC, an Iilinois
limited liability company, will convey the Property (as hereinafter defined) and assign the
indebtedness evidenced by the Note (as hereinafter defined) to an entity (the “Participating
Entity”) approved by the City and by Mercy, and that thereafter such Participating Entity will be
bound by all the obligations of the Borrower hereunder.
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WITNESSETH

WHEREAS, the City has or will receive certain funds in the approximate amount of
$55,238,017 and $98,008,384 (collectively, the “Program Funds”) from the United States
Department of Housing and Urban Development (“HUD”) pursuant to the provisions of the
Housing and Economic Recovery Act of 2008, Public Law 110-289 - July 30, 2008, Title III -
Emergency Assistance for the Redevelopment of Abandoned and Foreclosed Homes, Section
2301 et seq., as amended by the American Recovery and Reinvestment Act of 2009, H.R.1, as
the same may be hereafter amended, restated or supplemented from time to time (collectively,
the “Act”) and the Notice of Allocations, Application Procedures, Regulatory Waivers Granted
to and Alieraative Requirements for Emergency Assistance for Redevelopment of Abandoned
and ForecloseZ THomes Developers under the Housing and Economic Recovery Act, 2008 issued
by HUD and fourd-at the Federal Register/Vol. 73, No. 194/Monday, October 6, 2008/Notices,
as the same may be nereafter amended, restated or supplemented from time to time; the Notice of
Fund Availability for the Meighborhood Stabilization Program2 (“NOFA™) under the Recovery
Act (Docket No. FR-5321/N-01, May 4, 2009), the Notice of Fund Availability for Fiscal year
2009 NSP2 Program under the Recovery Act, Correction (Docket No. FR-5321-C-02, June 11,
2009; Docket No. FR-5321-C-03, November 9, 2009, Docket No. FR-5321-C-04, and Docket
No. FR-5321-N-04); and the HUD regulations at 24 CFR Part 570 (as modified by the NOFA as
now in effect and as may be amended from time to time) (collectively, the “Regulations™); and

WHEREAS, the City has submitted to FI1ID, and HUD has approved, the City’s
Substantial Amendment application to HUD aud an NSP2 application to HUD governing the
City’s use of the Program Funds in a City neighborlinod stabilization program (the “Program™) in
accordance with the Act and the Regulations to address'ibe critical impact of increasing numbers
of foreclosed properties within the City of Chicago. Pursazat to such approval, the City and
HUD have entered into that certain Grant Agreement dated effective as of March 27, 2009 and
that certain Funding Approval and Grant Agreement signed on Febiuary 11, 2010 (collectively,
the "Grant Agreement"). The Act, the Regulations, and the Grant Agreement are collectlvely
referred to herein as the “NSP Legal Requirements"); and

WHEREAS, the NSP Legal Requirements require the City to use the Program Funds for
certain eligible activities, including, without limitation: (a) establishing financizig ‘vechanisms
for the purchase and redevelopment of abandoned or foreclosed homes and resideatial properties;
(b) acquisition and rehabilitation of homes and residential properties that have been abzudoned
or foreclosed upon in order to sell, rent, or redevelop such homes and properties; (c) esiablishing
and operating land banks for homes and residential properties that have been abandoned or
foreclosed; (d) demolition of blighted structures; and (e) redevelopment of demolished or vacant
properties {collectively, the “Eligible Activities™); and

WHEREAS, the NSP Legal Requirements require that the City allocate 25% of the
Program Funds to purchase and redevelop abandoned or foreclosed upon residential properties
for housing individuals whose incomes do not exceed 50% of the area median income; and

WHEREAS, the NSP Legal Requirements further require that the City allocate 100% of
the Program Funds to Eligible Activities benefiting communities and households whose incomes
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do not exceed 120% of the area median income; and

WHEREAS, the City and MPS, have entered into that certain Agreement Between The
City of Chicago and Mercy Portfolio Services For Neighborhood Stabilization Program dated
June 30, 2009 and that certain Agreement Between The City of Chicago and Mercy Portfolio
Services For Neighborhood Stabilization Program 2 dated as of July 1, 2010 (collectively, the
"Subgrant Agreement"), pursuant to which the City has agreed to make the Program Funds
available to MPS for Eligible Activities subject to the terms and conditions of such Subgrant
Agreement; and

WHENKRXTAS, the Borrower is the owner of the property legally described on Exhibit A
attached hereto, which is improved with the improvements described thereon (such real property
and the improve:neuts the “NSP Property;” and

WHEREAS, pursuant to the NSP Legal Requirements, prior to the acquisition of the
NSP Property, the City and Mevcy have (i) completed the environmental review required
pursuant to 24 CFR Part 58, (11} obtained a current market value appraisal in conformity with the
appraisal requirements of 49 CFR Part 24.103, and (iii) prepared 2 HUD Housing Quality
Standards inspection report and scop¢ o2 work with respect to the NSP Property; and

WHEREAS, the City has adopted certain affordability restrictions from the HOME
Program (as defined herein) in connection witi: the administration of the Program; and

WHEREAS, Mercy intends to provide a wun (hereinafter referred to as the "NSP
Funds") of NSP Program funds to the Borrower in the 2inount and for the purposes set forth on
Exhibit B attached hereto and hereby made a part hereof; and

WHEREAS, the Borrower will utilize the NSP Funds in ¢orpection with the acquisition,
rehabilitation and/or construction of the NSP Property (the “Project”!-{as legally described on
Exhibit A attached hereto and hereby made a part hereof and as funhe! defined on Exhibit B

hereto); and

WHEREAS, as a specific condition precedent to the Borrower receiving the NSP Funds,
the Borrower has agreed to execute this Regulatory Agreement with the City-2ad Mercy
governing the use of the Project and the operation of the NSP Property;

NOW, THEREFORE, in consideration of the mutual promises and covenants
hereinafter set forth, and of other valuable consideration, Mercy, the Borrower and the City each
agree as follows:

SECTION 1 DEFINITIONS AND INTERPRETATIONS.

Additional definitions on Exhibit B hereto are hereby incorporated in this Section 1 by
reference.
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The following terms shall have the respective meaning assigned to them in this Section 1
unless the context in which they are used clearly requires otherwise:

"1937 Act" shall mean the United States Housing Act of 1937, 42 U.S.C. Section 1437 et
seq.

"Affirmative Marketing Plan" shall mean the affirmative marketing plan submitted by the
Bormrower and approved by HED.

"Annual Report" shall mean the report from the Borrower in substantially the form set
forth in Exhibit E attached hereto and hereby made a part hereof, as the same may be amended
from time t~ time.

"Associated Person” shall mean any Person that includes the Borrower or those with
whom the Borrower has or had family or business ties.

"Borrower" shali raean, initially, MPS Community I, LLC, an Illinois limited liability
company, and at any subsecuent time of reference, the Person or Persons, if any, who shall
succeed to the legal or beneficiel ownership of all or any part of the Project.

"Business Day" shall mean a 13y on which banks in the City of Chicago, Illinois are not
authorized or required to remain closed ard which shall not be a public holiday under the laws of
the State or any ordinance or resolution of the Citv of Chicago, Illinois.

"City" shall mean the City of Chicago, lllinsis, an Illinois municipal corporation, and its
"successors and assigns.

"Completion Date" shall mean the date as of-which-(i) the necessary title transfer
requirements and the construction and/or rehabilitation \as zpplicable) work have been
performed, (ii) the Project complies with the requirements of the N3P Legal Requirements and
the HOME Regulations (including meeting the property standards set Zorth in 24 C.F.R. Section
92.251), (ii1) the final disbursement of NSP Funds for the Project shall have been made, and (iv)
the project completion information has been entered in the disbursement and {uformation system
established by HUD.

"HED" shall mean the Department of Housing and Economic Development.of-the City,
and any successor to said Department.

"Eligible Costs" shall mean those costs for which NSP Funds may be used to pay for
Eligible Activities under the NSP Legal Requirements.

"Eligible-Income Families" shall mean and include Families whose annual income does
not exceed 120 percent of the Chicago-area median income, adjusted for Family size, as such
annual income and Chicago-area median income are determined from time to time by HUD.
Notwithstanding the foregoing, HUD may establish an income ceiling that is higher or lower
than 120 percent of the Chicago-area median income, and thereafter such income limit shall
apply to this definition.
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"Family” shall have the meaning assigned to such term in 24 C.F.R. Section 5.403.

"First Reporting Date" shall mean the first April 1 following completion of construction
and/or rehabilitation (as applicable) of the Project.

"HOME Program" shall mean the HOME Program created under the National Affordable
Housing Act.

"HOME Regulations" shall mean 24 C.F.R. Part 92, and such additional regulations,
orders, rulings. interpretations and directives for the HOME Program as may be promulgated or
issued by HUI> from time to time.

"HUD?" slial? mean the U.S. Department of Housing and Urban Development.

"Inspection Peri¢d’ shall mean a period beginning on the date hereof and ending on the
later of (a) the HUD Restrictions Termination Date, or (b) the fifth anniversary of the Repayment
Date.

"Last Reporting Date" shall mean the first April 1 following the end of the Project Term.

"Mortgage" shall mean that certcin Mortgage, Security Agreement and Financing
Statement of even date herewith from the Borrower to Mercy, as hereafter supplemented,
amended and restated from time to time.

"National Affordable Housing Act" shall meun the Cranston- Gonzalez National
Affordable Housing Act, 42 U.S.C. Section 12701 et seq:

"Persons" shall mean natural persons, firms, partnerslups. associations, corporations,
trusts and public bodies.

"Project Term" shall mean the number of years during which the Project must comply
with this Regulatory Agreement. The Project Term shall begin on the date lisieof and shall
continue, except as provided in Sections 2.15(b), 2.16, 2.17, 6.2 and 15 herect. through and
including the later of (a) the Repayment Date, or (b) the HUD Restrictions Termination Date.

"Redevelopment Agreement" shall mean the Redevelopment Agreement, of even date
herewith, by and among the City, Mercy and the Borrower with respect to the Project and the
NSP Funds, as hereafter amended, supplemented and restated from time to time.

"Regulatory Agreement” shall mean this Regulatory Agreement, as supplemented,
amended and restated from time to time.

"Repayment Date" shall mean the date as of which the principal of and interest, if any, on
the NSP Funds and all other amounts due and payable to Mercy or the City under the Documents
{as defined in the Mortgage} shall have been paid in full (or deemed by the City in its sole
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discretion to have been paid in full).

"Source Documentation” shall have the meaning given to such term in Section 2.16
hereof.

"State" shall mean the State of Illinois.

"Tenant Certification” shall mean the certification in substantially the form set forth in
Exhibit D attached hereto and hereby made a part hereof, as the same may be amended from time
to time.

"Trans%r" shall have the meaning given to such term in Section 6.2(a) hereof.
"URA" slial! have the meaning assigned to that term in Section 2.24 hereof.

"Utilities" shall maan the monthly allowance for any utilities and services (excluding
telephone) to be paid by the tzaant.

"Very Low-Income Fami'y" shall mean any Family whose annual income does not
exceed 50 percent of the Chicago-arca ‘nedian income, adjusted for Family size, as such annual
income and Chicago-area median inccpe are determined from time to time by HUD.
Notwithstanding the foregoing, HUD may est=hlish an income ceiling that is higher or lower
than 50 percent of the Chicago-area median ir.come, and thereafter such income limit shall apply
to this definition.

Capitalized terms used herein and not otherwise defined herein shall have the same
meanings given such terms in the Redevelopment Agreeient or-the Mortgage, as applicable.

SECTION 2 BORROWER'S REPRESENTATIONS AN COVENANTS.
The Borrower hereby represents, warrants, covenants and agrees as folicws:

2.1 Attached hereto as Exhibit C and hereby made a part hereof is a d=seiiption of the
use of the NSP Funds, including the tasks to be performed, a Construction Schedule and a
Project Budget. The Borrower shall use the NSP Funds solely for Eligible Costs in connection
with the Project. No NSP Funds may be used for any activities not permitted under the NSP
Legal Requirements.

2.2 The Project shall be acquired and rehabilitated, or constructed, as applicable, for
the purpose of providing residential rental property, and the Botrower shall own, manage and
operate the Project as residential rental units and facilities functionally related and incidental

thereto.

2.3 None of the units in the Project shall at any time be used on a transient basis, and
neither the Project nor any portion thereof shall ever be used as a hotel, motel, dormitory,
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fraternity house, sorority house, rooming house, hospital, nursing home, sanitarium, rest home or
trailer park or court.

2.4  After completion of the rehabilitation of the Project and subject to Sections 2.7
and 2.9 hereof, all of the units in the Low-Income Project shall be occupied only by households
who are Very Low-Income Families.

2.5  Therents for all the units in the Low-Income Project shall not exceed the lesser of
(a) the fair market rent for comparable units in the area as established by HUD under 24 C.F.R.
Section 888.111, less Utilities or (b) 30 percent of the adjusted income of a Family whose gross
income equiis 50 percent of the median income for the Chicago area, with adjustment for the
number of bed:ooms in the unit (as determined by HUD), as such adjusted income and Chicago-
area median in‘o'ne are determined from time to time by HUD, less Utilities. Notwithstanding
the foregoing, the City may establish an income ceiling higher or lower than 50 percent of the
median income for the Chicago area (which shall not in any event exceed the maximum income
ceiling permitted under th: HOME Regulations), and thereafter such income ceiling shall apply.
[§92.252(a)]

2.6  The rents for all th: units in the Project shall not exceed the lesser of (a) the fair
market rent for comparable units in(th area as established by HUD under 24 C.F.R. Section
888.111, less Utilities or (b) 30 percent of tlie adjusted income of a Family whose gross income
equals 120 percent of the median income for the Chicago area, with adjustment for the number
of bedrooms in the unit (as determined by HUD), as such adjusted income and Chicago-area
median income are determined from time to tima kv HUD, less Utilities. Notwithstanding the
foregoing, the City may establish an income ceiling ligher or lower than 120 percent of the
median income for the Chicago, and thereafter such incorie ceiling shall apply.

2.7 Sections 24 and 2.6 shall be deemed ' saiisfied, despite a temporary
noncompliance therewith, if the noncompliance is caused by increas:s in the incomes of existing
tenants and if actions satisfactory to HUD are being taken to ensurs that all vacancies are filled
in accordance with this Regulatory Agreement until the noncompliance is corrected.

2.8  The rents described in Sections 2.5 and 2.6 as prepared by the Bcriower shall be
subject to review and approval by HED annually and shall be less than the maxiz:m amount(s)
provided by HED annually to the Borrower for the Project. The amount(s) proposed by the
Borrower as Utilities shall also be subject to the annual review and approval of HED. The
Borrower shall not increase rents for units of the Project during any year during the Project Term
until after receiving the updated maximum rent limits for such year from HED; any such rent
increase shall thereafter be promptly reported by the Borrower in writing to HED. [§92.252(f)]

29 100 percent of the units in the Project shall, at all times during the Project Term,
be occupied by Families whose adjusted annual incomes at initial occupancy do not exceed 120
percent of the median Family income for the Chicago area, as determined by HUD.
Notwithstanding the foregoing, HUD may establish an income ceiling higher or lower than 120
percent of the median income for the Chicago area, and thereafter such income ceiling shall

apply.
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2.10  The Borrower shall not refuse to lease any unit of the Project to a certificate or
voucher holder under 24 C.F.R. Part 982, or to a holder of a comparable document evidencing
participation in a HOME Program tenant-based rental assistance program because of the status of
the prospective tenant as a holder of such certificate, voucher or comparable HOME Program

tenant-based assistance document., [§92.252(d)]

2.11 All tenant leases shall be written, shall be in conformity with all applicable laws,
including without limitation the City of Chicago Residential Landlord and Tenant Ordinance, the
NSP Legal Requirements and the HOME Regulations, and shall contain clauses, inter alia,
wherein easa individual lessee: (i) certifies the accuracy of the statements made in the Tenant
Certification 2:id (ii) agrees that the Family income and other eligibility requirements shall be
deemed substaitis) and material obligations of his/her tenancy, that he/she will comply with all
requests for infonmation with respect thereto from the Borrower, Mercy, the City or HUD, and
that the failure to provide-accurate information in the Tenant Certification or refusal to comply
with a request for inforinzfion with respect thereto shall be deemed a substantial violation of an

obligation of his’her tenancy.

2.12  All leases for the l.ow-Income Project shall be for a period of not less than six
months. Notwithstanding the foreginz rents will not be set more than one year in advance.
Leases for units in the Low-Income Projec znall not contain any of the following provisions:

(a)  agreement by the tenant to be saed, to admit guilt or to a judgment in favor of the
Borrower in a lawsuit brought in conpzction with the lease;

(b)  agreement by the tenant that the Borrswer may take, hold or sell personal
property of household members without nonce #o the tenant and a court decision
on the rights of the parties (this prohibition, ho'vever, does not apply to an
agreement by the tenant concerning disposition or personal property remaining in
the housing unit after the tenant has moved out of ‘th< nnit; the Borrower may
dispose of this personal property in accordance with appiicable local and State

law);

(c)  agreement by the tenant not to hold the Borrower or the Borrower's sgents legally
responsible for any action or failure to act, whether intentional or negligent;

(d)  agreement by the tenant that the Borrower may institute a lawsuit without notice
to the tenant;

(¢)  agreement by the tenant that the Borrower may evict the tenant or household
members without instituting a civil court proceeding in which the tenant has the
opportunity to present a defense or before a court decision on the rights of the
parties;

® agreement by the tenant to waive any right to a trial by jury;

0 D4 I I R B AR M R R .
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(8)  agreement by the tenant to waive the tenant's right to appeal, or to otherwise
challenge in court, a court decision in connection with the lease; or

(h)  agreement by the tenant to pay attorney's fees or other legal costs even if the
tenant wins in a court proceeding by the Borrower against the tenant (provided,
however, that the tenant may be obligated to pay costs if the tenant loses).

[§92.253(a) and (b)]

2.13  The Borrower shall not terminate the tenancy or refuse to renew the lease of a
tenant of the Low-Income Project except for serious or repeated violation of the terms and
conditions «st the lease, for violation of applicable federal, State or local law, or for other good
cause. Any refusal to renew shall be preceded by not Iess than 30 days by the Borrower's service
upon the tenan’ of a written notice specifying the grounds for the action. For each tenant of the
Low-Income Projedt-whose tenancy is to be terminated, the Borrower shall provide a written
notice specifying the giornds for termination to such tenant and shall not cause any such tenant
to be evicted less than 30 Jays after receipt by the tenant of such written notice. [§92.253(c)]

2.14 Any increase i rents on the Low-Income Project shall be subject to the
provisions of outstanding leases. (Where the leases allow an increase in rent, the Borrower shall
provide tenants with not less than 30/days' prior written notice before implementing any increase

in rents. [§92.252(H)(3)]

215 (a) All tenant lists, applicaticns and waiting lists relating to the Project shall at
all times be kept separate and identifiable fron: 20y other business of the Borrower which is
unrelated to the Project, shall be maintained, as reguived by Mercy or the City, in a reasonable
condition for proper audit and shall be subject to”examination during business hours by
representatives of Mercy or the City. If the Borrower cmploys a management agent for the
Project, the Borrower shall require such agent to comply with the requirements of this
Regulatory Agreement and shall include such requirements fv any and all management
agreements or contracts entered into with respect to the Project.

(b) The Borrower shall maintain records evidencing cotupliznce with all the
requirements of the Program for the Project; such records shall be maintained for-the Inspection

Period.

2.16 The Borrower shall obtain and maintain on file during the Project Term asworn and
notarized Tenant Certification with respect to each and every individual, group of unrelated
individuals or Family who is a tenant in the Low-Income Project, signed by the tenant or tenants
(i.e., the individual or individuals whose name or names appear on the lease) and obtained by the
Borrower (a) prior to such tenant or tenants occupying the unit or signing a lease with respect
thereto, and (b) thereafter at least annually so long as such individual, individuals or Family
remain as tenants in the Low-Income Project. The first Tenant Certification obtained from any
tenant shall have attached thereto copies of source documentation (¢.g., wage statements, interest
statements and unemployment compensation statements) for such tenants' income (the "Source
Documentation”). Each Tenant Certification shall be kept on file with the Borrower during the
Inspection Period; subject to Subject 6.2 hereof, this covenant shall survive beyond the

ST T ] : 1
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Termination Date. The Borrower shall assist each of the tenants in the Low-Income Project in
completing the Tenant Certification if necessary. If the Borrower shall become aware of
evidence that any Tenant Certification failed to state completely and accurately information
about the Family size or income of the applicable tenants, the Borrower shall examine Source
Documentation for such tenants. If the HUD Restrictions Termination Date is not less than 10
years after the Completion Date, the Borrower shall examine, during the sixth year following the
Completion Date and every sixth year thereafter during the Project Term, Source Documentation
evidencing annual income for each tenant in any unit of the Low-Income Project. [§92.252(h)]

2.17 The Bomower agrees that it will take any and all actions required by Mercy
and/or the Cliv to substantiate the Borrower's compliance with the restrictions set forth herein,
including, but zot limited to, submitting to the City an Annual Report executed by the Borrower,
commencing 01 taz First Reporting Date and on each April 1 thereafter through and including
the Last Reportiziz Date. Subject to Section 6.2 hereof, this covenant shall survive beyond the
end of the Project Term:

2.18  The Borrower-shall provide to the City a tenant profile (in the form provided to
the Borrower by HED) for cach Very Low-Income Family for each unit in the Low-Income
Project within 30 days after such unit is leased to such Very Low-Income Family (or, for units
occupied by Very Low-Income Famaljzs as of the date hereof, within 30 days from the date
hereof). For each unit in the Low-Incéme Project, promptly after the first leasing of such unit
after the Completion Date, the Borrower saall nrovide the City, unless prohibited by law, with
data on the racial, ethnic, gender and 'income-level characteristics (including gender
identification of the head(s) of household) of (a] if the Project consists of one or more existing
buildings to be rehabilitated, the tenants, if any, occuyving such unit before rehabilitation, (b) the
tenants moving into such unit initially after completion 51’ construction and/or rehabilitation, as
applicable, of the Project, and (c) the applicants for tcnancy of such unit within 90 days
following the Completion Date. For each subsequent leasiag of the unit, the Borrower shall
provide the City, unless prohibited by law, with data on the raciai, ethnic, gender and income-
level characteristics (including gender identification of the head(s) ot liousehold) of each tenant
moving into the unit. [§92.508(a}(7)XA)]

2.19  The Borrower shall notify the City of the occurrence of any evert of which the
Borrower has notice and which event would violate any of the provisions oi this Regulatory
Agreement.

2.20 For every unit in the Project, the Borrower shall comply with affirmative marketing
requirements established by HED from time to time, including the following:

(a)  based on the Affirmative Marketing Plan, advertise in pre-identified commercial
media, contact pre-identified churches, community groups and other agencies, and
undertake other means to inform targeted groups of the availability of such units
in the Project;

(b)  display conspicuously HUD's fair housing poster wherever rentals and showings
of such units take place;

10
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(c)  provide HED upon request with an annual report describing the Borrower's
affirmative marketing activities with respect to the Project, including a description
of the Borrower's outreach efforts (including copies of all advertisements and
brochures) and, unless prohibited by law, a record of the racial/ethnic/gender
characteristics of all individuals who look at units in the Project, those who apply
for leases for such units, and those who actually sign such leases; and

(d)  maintain records of affirmative marketing efforts with respect to the leasing or re-
leasing of each such unit to be made available for review by HED for a period

equal to the Project Term.

221 (The Borrower shall submit to Mercy and the City a tenant selection plan
containing policiés-4nd criteria that: (a) are consistent with the purpose of providing housing for
Very Low-Income Famiiiss, (b) are reasonably related to Program eligibility and the applicants'
ability to perform the ooligztions of the lease, (c) give reasonable consideration to the housing
needs of Families that would iave a federal preference under Section 6(c)(4)(A) of the 1937 Act,
and (d) provide for (1) the seiection of tenants from a written waiting list in the chronological
order of their application, insofar as is practicable, and (2) the prompt notification in writing to
any rejected applicant of the grounds o’ any rejection.

222  No Person in the United $tates shall on the grounds of race, color, national
origin, religion or sex be excluded from participation in, be denied the benefits of, or be
subjected to discrimination in connection with th= Troject. In addition, the Borrower shall cause
the Project to comply at all times with the Chicago Fair Housing Ordinance, Section 5-8-010 et
seq. of the Municipal Code of Chicago.

2.23 The Borrower hereby acknowledges and affirms that it has reviewed the provisions
of, and that the Project shall during the Project Term be in compliance with, each of the
following; (a) the requirements of the Fair Housing Act, 42 U.S.C. §3#001-19 and implementing
regulations at 24 C.F.R. Part 100 et seq.; Executive Order 11063, us smended by Executive
Order 12892 (3 C.FR., 1958-63 Comp., p. 652 and 59 F.R. 2939) {Egual Opportunity in
Housing) and implementing regulations at 24 C.F.R. Part 107; and Title Vi of the Civil Rights
Act of 1964, 42 U.S.C. §§2000d - 2000d-4, and implementing regulations at 24 C:c K. Part 1; (b)
the prohibitions against discrimination on the basis of age under the Age Discriminasion Act of
1975, 42 U.S.C. §6101 et seq., and the implementing regulations at 24 C.F.R. Part 140; (c) the
prohibitions against discrimination on the basis of handicap under Section 504 of the
Rehabilitation Act of 1973, 29 U.S.C. §794, and implementing regulations at 24 C.F.R. Part §;
(d) the requirements of Executive Order 11246, as amended by Executive Orders 11375, 11478,
12086 and 12107 (3 CF.R., 1964-65 Comp., p. 339; 3 C.F.R,, 1966-70 Comp., p.684; 3 CF.R,
1966-70 Comp., p.803; 3 CF.R.,, 1978 Comp., p.230 and 3 CF.R., 1978 Comp., p.264,
respectively) (Equal Employment Opportunity Programs) and the implementing regulations
issued at 41 C.F.R. Chapter 60; and (e) the requirements of Executive Order 11625, as amended
by Executive Order 12007 (3 C.F.R., 1971-75 Comp., p.616 and 3 C.F.R,, 1977 Comp., p.139)
(Minority Business Enterprises); Executive Order 12432 (3 CFR., 1983 Comp., p.198)
(Minority Business Enterprise Development); and Executive Order 12138, as amended by

11
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Executive Order 12608 (3 C.FR., 1977 Comp., p.393 and 3 CF.R, 1987 Comp., p.245)
(Women's Business Enterprise).

2.24 The Borrower shall take all reasonable steps to minimize the displacement of
Families, individuals, businesses, not-for-profit organizations and farms (herein for the purposes
of this paragraph collectively called "People") as a result of the Project. If displacement of
People does occur as a result of the Project, the Borrower shall comply with the requirements of
24 C.FR. Section 92.353, with respect to, among other things, temporary and permanent
relocation of displaced People. The Borrower shall provide or cause all "displaced persons" (as
defined in 24 C.FR. Section 92.353(c)(2)) to be provided with relocation assistance in
accordance with the requirements of the Uniform Relocation Assistance and Real Property
Acquisition Policies Act of 1970 ("URA™), 42 U.S.C. Section 4601 et seq., and 49 C.F.R. Part
24, and shall Gause all such "displaced persons" to be advised of their rights under the Fair

2.25  The acqaisition of the real property on which the Project is located is subject to
the requirements of the UR% and the requirements of 49 C.F.R. Part 24, Subpart B, and the
requirements of the Illinois Fed<rallv Assisted Housing Preservation Act, 310 ILCS 60, et seq.

2.26 The Project shall constirate HUD-associated housing for purposes of the Lead-
Based Paint Poisoning Prevention Act'(42-U.S.C. Section 4821 et seq.), and comply with the
requirements thereof and of 24 C.F.R. Part 35 and 24 C.F.R. Section 982.401(j) (except Section
982.401(j)(1)(i)), including without limitatior. the requirements of notice to tenants, prohibition
of the use of lead-based paint and for the elimiqa‘ion of the hazards of lead-based paint. Any
lead-based paint and defective paint debris shall be dicposed of in accordance with applicable
federal, State or local requirements. [§92.355]

227  The Borrower has not executed and shall not excoute any other agreement with
provisions contradictory to, or in opposition to, the provisions twreof, and in any event, the
requirements of this Regulatory Agreement are paramount and coutrstling as to the rights and
obligations herein set forth and supersede any other requirements in conflict herewith.

2.28 Following completion of rehabilitation or construction, as applicable, of the Project
and throughout the Project Term, all of the units in the Project shall be suitabls for occupancy
and the Borrower shall keep the Project in compliance with (a) the Multi-Unit Rehabilitation
Construction Guidelines of HED, (b) the accessibility requirements at 24 C.F.R. Pani 8 which
implement Section 504 of the Rehabilitation Act of 1973, 29 U.S.C. §794, (c) the design and
construction requirements at 24 C.F.R. §100.205 which implement the Fair Housing Act, 42
U.S.C. §§3601-19, and (d) all applicable local codes, rehabilitation standards, ordinances and
zoning ordinances.

2.29  The Borrower shall not request disbursement of NSP Funds until the NSP Funds
are needed to pay for Eligible Costs of the Project. The amount of each such request shall not
exceed the amount needed.

230 The Borrower is not a primarily religious organization and the Project will be

12
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used solely for secular purposes. [§92.257]

231 (a) No person who is an employee, agent, consultant, officer or elected or
appointed official of the City (and no person who was an employee, agent, consultant, officer or
elected or appointed official within one year prior to the date hereof) and who exercises or has
exercised any functions or responsibilities with respect to activities assisted with Program Funds
or who is or was in a position to participate in a decision-making process or gain inside
information with regard to such activities, has obtained, is obtaining or will obtain a financial
interest or benefit from the Project, or has or will have any interest in any contract, subcontract
or agreement with respect to the Project, or the proceeds thereunder, either for himself or for
those with »/hom he has family or business ties.

(b) No'ipJividual who is an officer, employee, agent, consultant or elected or appointed
official of the Bernwer shall occupy a residential unit in the Project, except for any such
individua! who shall occuny a unit as the Project manager or maintenance worker. [§92.356]

232 Except as otherwise disclosed to Mercy and the City in writing, all of the
statements, representations #npd warranties of the Borrower contained in the Borrower's
application for the NSP Funds and any other document submitted by the Borrower to the City in
connection with the Project remain trie and in effect as of the date hereof.

233 No individual providing consnitant services in an employer-employee type
relationship with the Borrower shall be conpensated in excess of the limits specified in 24
C.E.R. Section 92.338.

234  Additional representations and covenantsof the Borrower contained on Exhibit B
hereto are hereby incorporated herein by reference.

SECTION 3 AGREEMENT TO PROVIDE N3P FUNDS, START
CONSTRUCTION; COMPLETION DATE.

3.1  Mercy agrees to provide the NSP Funds to the Borrower in acesrdance with the
terms and conditions of the Redevelopment Agreement, for the purposes descrioza-on Exhibit C
hereto. The Borrower acknowledges and agrees that construction on the Project shall commence
promptly upon closing on the loans for the rehabilitation and Permanent Financing for the
Property, but any event no later than October 31, 2011, and shall be completed within 14 months
of such loan closing date. The Borrower expressly acknowledges that time is of the essence
under the NSP Legal Requirements.

3.2  Mercy agrees to provide, upon the written request of the Borrower, a certification,
in a form eligible for recordation in the conveyance and real property records of the county in
which the Project is located, identifying the Completion Date promptly after such date. The
Borrower shall pay all expenses of recordation of such certificate.

13
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SECTION 4 RELIANCE.

Mercy, the City and the Borrower hereby recognize and agree that the representations and
covenants set forth herein made by Mercy, the City and the Borrower, respectively, may be
relied upon by the Borrower, Mercy and the City, respectively. In performing its duties and
obligations hereunder, Mercy and the City may rely upon statements and certificates of the
Borrower and Very Low-Income Families and upon audits of the books and records of the
Borrower pertaining to occupancy of the Project. In addition, Mercy and the City may consult
with counsel and the opinion of such counse] shall be evidence that such action or failure to act
by Mercy and/or the City was in good faith and in conformity with such opinion. Mercy, the
City and the Borrower agree that it is the Borrower's responsibility to determine that each
potential tenapt.in the Low-Income Project qualifies as a Very Low-Income Family, and that in
making each such determination, the Borrower shall exercise due diligence.

SECTION 5 SALE OR TRANSFER OF THE PROJECT.

The Borrower hereby covenants and agrees not to sell, transfer or otherwise dispose of
the Project, or any portion thereof (including, without limitation, a transfer by assignment of any
beneficial interest under a land trust), or to violate any provision of the Mortgage relating to
prohibitions on sales or transfers of {ne Project or any interest therein (whether or not the
Mortgage remains of record), at any time dring the Project Term, except as expressly permitted
by the City; provided, however, that after payment in full of the NSP Funds and all other
amounts due and payable to Mercy and/or the Ci{y under the Documents, such permission by the
City shall not be unreasonably withheld. The Borower hereby agrees and covenants that no
portion of any building to which this Regulatory Agrecruent applies shall be transferred to any
Person unless all of such building is transferred to such Parson. It is hereby expressly stipulated
and agreed that any sale, transfer or other disposition of the Project in violation of this Section 5
shall be null, void and without effect, shall cause a reversion ‘ci jitle to the Borrower or any
successor or assignee of the Borrower last permitted by the City; aud shall be ineffective to
relieve the Borrower or such successor or assignee, as applicable, of its cbligations hereunder.
Notwithstanding the foregoing, the City and Mercy expressly acknowleuge and agree that the
Borrower may transfer and convey the Project to a land trust for puiposes of obtaining
Permanent Financing, that the Borrower may assign the indebtedness evidenced oy the Note to
such land trust, and such transfer and assignment shall not constitute a defau!t nader this
Agreement.

SECTION 6 TERM.

6.1 This Regulatory Agreement shall become effective as of the date hereof. Subject to
Sections 2.15(b), 2.16, 2.17, 6.2 and 15 hereof, this Regulatory Agreement shall remain in full
force and effect for a term equal to the Project Term, it being expressly agreed and understood
that the provisions hereof are intended to survive throughout the Project Term.

6.2 (a) Subject to the terms of Section 6.2(b) hereof and before the HUD Restrictions
Termination Date, the terms and provisions of this Regulatory Agreement shall cease to be

14
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enforceable upon a transfer of title to the Project (i) pursuant to the foreclosure of the Senior
Mortgage, if any (or, if Mercy or the City so elects, of the Mortgage), or (ii) by an instrument in
lieu of foreclosure of the Senior Mortgage, if any (or, if Mercy or the City so elects, of the
Mortgage); but only if such transfer (1) recognizes any contractual or legal rights of public
agencies, nonprofit sponsors or others to take actions that would avoid termination of low-
income affordability of the Project, and (2) is not for the purpose of avoiding low-income
affordability restrictions pertaining to the Project, as determined by HUD. Such a transfer of title
to the Project is hereinafter referred to as a "Transfer."

(b)  If at any time following the occurrence of a Transfer but not later than the HUD
Restrictions” Termination Date, the Borrower or any Associated Person obtains an ownership
interest in the Project, the terms and provisions of this Regulatory Agreement shall again be
enforceable.

(¢)  Notwithsionding anything herein to the contrary, the terms and conditions of this
Regulatory Agreement shall cease and terminate as of the HUD Restrictions Termination Date
upon a transfer prior to such-date of title to the Project (i) pursuant to the foreclosure of the
Senior Mortgage, if any (or, 1f Mercy or the City so elects, of the Mortgage), or (i) by an
instrument in lieu of foreclosure of the Senior Mortgage, if any (or, if Mercy or the City so
elects, of the Mortgage). If any such transfer enumerated in subsections (i) or (ii) hereof shall
occur on or after the HUD Restrictions Termination Date, the terms and conditions of this
Regulatory Agreement shall automatically ferminate as of the date of such transfer,

SECTION 7 ENFORCEMENT.

7.1 If a violation of any of the foregoing reprisentations or covenants occurs or is
attempted, and such occurrence or attempt is uncorrected fcr a reriod of 30 days after notice
thereof from Mercy or the City to the Borrower (provided, how¢ver that if any such occurrence
or attempt cannot reasonably be cured within said 30-day period ard »{ the Borrower shall have
commenced to cure such occurrence or attempt within said 30-day pericd and shall thereafter
continue diligently to effect such cure, then said 30-day period shall be exiendzcd to 60 days upon
written request from the Borrower to Mercy or the City delivered during sucl: 30-day period, and
upon further written request from the Borrower to Mercy or the City delivered <uring such 60-
day period, said 60-day period shall be extended to 90 days; provided further, Lowaver, that
Mercy and the City shall not be precluded during any such periods from exercising any remedies
hereunder if Mercy and/or the City shall receive a request or notice from HUD to do so or if the
City shall determine that the continuation of such uncorrected occurrence or attempt shall result
in any liability by the City to HUD), Mercy, the City and its successors and assigns, without
regard to whether the City or its successors and assigns is an owner of any land or interest therein
to which these covenants relate, may institute and prosecute any proceeding at law or in equity to
abate, prevent or enjoin any such violation or attempted violation or to compel specific
performance by the Borrower of its obligations hereunder, or may declare an event of default
under the Documents and exercise its rights thereunder, including without limitation foreclosure
under the Mortgage. No delay in enforcing the provisions hereof as to any breach or violation
shall impair, damage or waive the right of any party entitled to enforce the provisions hereof or
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to obtain relief against or recovery for the continuation or repetxtmn of such breach or violation
or any similar breach or violation hereof at any later time.

7.2 All fees, costs and expenses of Mercy and/or the City incurred in taking any action
pursuant to this Section 7 shall be the sole responsibility of the Borrower.

7.3 The Borrower further specifically acknowledges that the beneficiaries of the
Borrower's obligations hereunder cannot be adequately compensated by monetary damages in
the event of any breach or violation of any of the foregoing representations or covenants.

SEC17ON 8 RECORDING AND FILING.

The Borrower shall cause this Regulatory Agreement and all amendments, assignments
and supplements herews; including any assignment to a Participating Entity, to be recorded and
filed in the conveyance a'id real property records of the county in which the Project is located
and in such other places as Mercy and/or the City may reasonably request. The Borrower shall
pay all fees and charges incuirza in connection with any such recording. Upon recording, the
Borrower shall immediately trarsmit o Mercy and the City an executed original of this
Regulatory Agreement showing the date and recording number of record.

SECTION 9 COVENANTS TO RUN WITH THE LAND.

The Borrower hereby subjects the Project to.<p2 covenants, reservations and restrictions
set forth in this Regulatory Agreement. Mercy, the Citv snd the Borrower hereby declare their
express intent that the covenants, reservations and restriz.ions set forth herein shall, throughout
the Project Term, be deemed covenants, reservations and restiiction:s running with the land to the
extent permitted by law, and shall pass to and be binding upon th< Borrower's successors in title
to the Project throughout the Project Term, subject to Section 6.2 héreof. The Borrower hereby
covenants to include the requirements and restrictions contained in this Regulatory Agreement in
any documents transferring any interest in the Project to another Person in order that such
transferee has notice of, and is bound by, such restrictions, and to obtain from =5y transferee the
agreement to be bound by and comply with the requirements set forth in #ivs Regulatory
Agreement; provided, however, that each and every contract, deed, mortgage or otler instrument
hereafter executed covering or conveying the Project or any portion thereof or interast therein
(including, without limitation, any transfer of a beneficial interest in a land trust or a portion
thereof} shall conclusively be held to have been executed, delivered and accepted subject to such
covenants, reservations and restrictions, regardless of whether such covenants, reservations and
restrictions are set forth in such contract, deed or other instrument. After the end of the Project
Term or, in the event that the covenants, reservations and restrictions hereof terminate pursuant
to the provisions of Section 6.2(c) hereof, on or after the applicable date of termination described
in Section 6.2(c) hereof, the City, upon such termination and upon a written request from the
Borrower or the Senior Lender, if any, shall execute and consent to the recording of a release of
this Regulatory Agreement, at the expense of the party requesting such release.

16
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SECTION 10 GOVERNING LAW.

This Regulatory Agreement shall be construed in accordance with and governed by the
internal laws of the State without regard to its conflict of laws principles, and, where applicable,
the laws of the United States of America. In the event of any conflict between this Regulatory
Agreement and the NSP Legal Requirements, the National Affordable Housing Act or the
HOME Regulations, the NSP Legal Requirements shall control.

SECTION 11 AMENDMENTS.

This Régrlatory Agreement shall be amended only by a written instrument executed by
the parties herets or their successors in title, and duly recorded in the real property records of the
county in which the Froject is located. The Borrower hereby expressly agrees to enter into all
amendments hereto which, in the opinion of the City and/or Mercy, are reasonably necessary for
maintaining compliance under the NSP Legal Requirements.

SECTION 12 NOTICE.

Unless otherwise specified, any nctice. demand or request required hereunder shall be
given in writing at the addresses set forth below, by any of the following means: (a) personal
service; (b) electronic communications, whethel by telex, telegram or telecopy; (c) overnight
courier, receipt requested; or (d) registered or certif.e mail, return receipt requested.

IF TO CITY: City of Chicago, Illizuis
¢/o Department of Hous!ng and Economic Development
121 North LaSalle Street, Room 1000
Chicago, llinois 60602
Attention: Acting Commissioner

WITH COPIES TO: Department of Finance
City of Chicago
33 North LaSalle Street, Suite 600
Chicago, Hlinois 60602
Attention: Comptroller

and

Office of the Corporation Counsel

City Hall, Room 600

121 North LaSalle Street

Chicago, Illinois 60602

Attention: Finance and Economic
Development Division

17
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IF TO MERCY: Mercy Portfolio Services
120 South LaSalle Street, Suite 1850
Chicago, Itlinois 60603
Attention: William L. Goldsmith

WITH COPIES TO: Mercy Portfolio Services
120 South LaSalle Street, Suite 1850

Chicago, Illinois 60603
Attention: Eva L. Garrett

IF TO BORLZAOWER: As specified on Exhibit B hereto.

Such addresses inzv be changed by notice to the other parties given in the same manner
provided above. Any notice, demand or request sent pursuant to either clause (a) or (b) above
shall be deemed received upoii such personal service or upon dispatch by electronic means with
confirmation of receipt. Any notice, cemand or request sent pursuant to clause (c) above shall be
deemed received on the Business Day vnmediately following deposit with the overnight courier,
and any notice, demand or request sen’ rorsuant to clause (d) above shall be deemed received
two Business Days following deposit in the majl

SECTION 13 SEVERABILITY.

If any provision of this Regulatory Agreement sns!! be invalid, illegal or unenforceable,
the validity, legality and enforceability of the remaining provisicns hereof shall not in any way
be affected or impaired thereby.

SECTION 14 COUNTERPARTS.

This Regulatory Agreement may be executed in any number of couutisparts, each of
which shall constitute an original, but all of which, taken together, shall constitot¢ one and the
same Regulatory Agreement.

SECTION 15 RIGHT TO INSPECT.

Subject to Section 6.2 hereof and upon 30 days' prior notice to the Borrower, the
Borrower shall permit, and shall cause any management agent for the Project to permit, Mercy,
the City, HUD and/or the Comptroller General of the United States to inspect the Project at all
reasonable times during the Inspection Period and access thereto shall be permitted for that
purpose. At any time during the Inspection Period (but during normal business hours) and as
often as the City, HUD and/or the Comptroller General of the United States may deem
necessary, the Borrower shall make available to Mercy, the City, HUD and/or representatives of
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the Comptroller General of the United States all of its records with respect to matters covered by
this Regulatory Agreement. During the Inspection Period, the Borrower shall permit, and shall
cause any management agent for the Project to permit, Mercy, the City, HUD and/or
representatives of the Comptroller General of the United States to audit, examine and make
excerpts or transcripts from such records, and to make copies of records relating to personnel,
conditions of employment and other data covered by this Regulatory Agreement.

SECTION 16 NO THIRD PARTY BENEFITS.

This Regulatory Agreement is made for the sole benefit of Mercy, the City and the
Borrower utid their respective successors and .assigns and, except as otherwise expressty
provided herein, no other party shall have any legal interest of any kind hereunder or by reason
of this Regulalory Agreement. Whether or not Mercy and/or the City elect to employ any or all
of the rights, pswers. or remedies available to it hereunder, Mercy and the City shall have no
obligation or liability #f any kind to any third party by reason of this Regulatory Agreement or
any of Mercy or the City's actions or omissions pursuant hereto or otherwise in connection
herewith.

SECTION 17 REFEREINCLS TO STATUTES, ETC.
All references herein to stalutes; regulations, rules, executive orders, ordinances,
resolutions or notices or circulars issued by anv governmental body shall be deemed to include

any and all amendments, supplements and restatements from time to time to or of such statutes,
regulations, rules, executive orders, ordinances, tesolutions, notices and circulars.

[SIGNATURES APPEAR ON NEXT PAGE]
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IN WITNESS WHEREOF, Mercy, the City and the Borrower have executed this
Regulatory Agreement by their duly authorized representatives, all as of the date first written
hereinabove.

CITY OF CHICAGO, ILLINOIS, acting by and
through its Department of Housing and Economic
Development

By:
Name: William F. Eager

Title:  Acting  Managing  Deputy
Commissioner - Housing

MERCY PORTFOLIO SERVICES, a Colorado
non-profit corporation

By:

Narie) William W. Towns
Title: « Vice President

MPS COMMUNITY I, LLC, an Illinois limited
liability company

By:  Mercy Portfolio” Iservices, a Colorado non-
profit corporation and sole m=mber of the Borrower

By:

Name: William W. Towns
Title: Vice President

20
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IN WITNESS WHEREOF, Mercy, the City and the Borrower have executed this
Regulatory Agreement by their duly authorized representatives, all as of the date first written
hereinabove.

CITY OF CHICAGO, ILLINOIS, acting by and
through its Department of Housing and Economic
Development

By:

Name: William F. Eager
Title:  Acting  Managing  Deputy
Commissioner - Housing

MERCY PORTFOLIO SERVICES, a Colorado
non-profit corporation

By; @

Namé;  William W. Towns
Title: Vice President

MPS COMMUMNIT. I, LLC, an Hlinois limited
liability company

By:  Mercy Portfolio Scrvices, a Colorado non-
profit corporation and sole me:nber of the Borrower

By:

Name: William W, Towns
Title: Vice President

20
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STATE OF ILLINOIS )
) SS
COUNTY OF COOK )

I, the undersigned, a notary public in and for the County and State aforesaid, DO
HEREBY CERTIFY THAT William F. Eager, personally known to me to be the Acting
Managing Deputy Commissioner - Housing of the Department of Housing and Economic
Development of the City of Chicago, lllinois (the "City") and personally known to me to be the
same person whose name is subscribed to the foregoing instrument, appeared before me this day
in person ard acknowledged that as such Acting Managing Deputy Commissioner - Housing, he
signed and defivered the said instrument pursuant to authority, as his free and voluntary act, and
as the free and vcluntary act and deed of said City, for the uses and purposes therein set forth.

GIVEN under my %2nd and notarial seal this / 6/%1;3/ of June, 2011.

AT

Notary Public

-
N T w

$ OFFICIAL SEAL
! PATRICIA SULEWSHEA L)
NOT/2Y EIBLIC - STATE OF ILLINOIS

MY JOMMASSION EXPIRES08107/14

L4
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STATE OF ILLINOIS )
) SS.
COUNTY OF COOK )

I, the undersigned, a Notary Public in and for the county and State aforesaid, do hereby
certify that William W. Towns, personally known to me to be the Vice President of Mercy
Portfolio Services, a Colorado non-profit corporation (“Mercy”), and known to me to be the
same person whose name is subscribed to the foregoing instrument, appeared before me this day
in person and being first duly sworn by me, acknowledged that as such Vice President, he signed
and delivered the said instrument pursuant to authority given by Mercy, and as his free and
voluntary act a2d deed and as the free and voluntary act and deed of Mercy for the uses and
purposes therein s.t forth.

GIVEN undermyyhand and official seal this /&7 day of June, 2011.

e

otary Public
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STATE OF ILLINOIS )
) SS.

COUNTY OF COOK )

I, the undersigned, a Notary Public in and for the county and State aforesaid, do hereby
certify that William W. Towns, personally known to me to be the Vice President of Mercy
Portfolio Services, a Colorado non-profit corporation, which is the sole member of MPS
Community I, LLC, an Illinois limited liability company (the “Borrower”), and known to me to
be the same person whose name is subscribed to the foregoing instrument, appeared before me
this day in pazon and being first duly sworn by me, acknowledged that as such Vice President,
he signed and delivered the said instrument pursuant to authority given by the Borrower, and as
his free and volur.ary act and deed and as the free and voluntary act and deed of the Borrower
for the uses and purnoses therein set forth.

GIVEN under my band and official seal this /%" 'day of June, 2011.

AL

Not;zrf Public

OFFICIAL SEAL
HOLLY KAVIS
NOTARY PUBLIC - STATE OF fai008

MY_ COMMISSION DPRESONS

>
¢

Ty
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EXHIBIT A

LEGAL DESCRIPTION:

LOTS 53, 54, 55 AND 56 IN WILLIAM B. WIEGEL’S SUBDIVISION OF THE WEST *2 OF
THE NORTHWEST % OF THE SOUTHWEST % OF SECTION 2, TOWNSHIP 39 NORTH,
RANGE 13, EAST OF THE THIRD PRINCIPAL MERIDIAN, IN COOK COUNTY,

ILLINOIS.

ADDRESS CCMMONLY KNOWN AS:

1015 North Pulaski Road, Chicago, lllinois

PERMANENT INDEX NO.:

16-02-309-009-0000
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EXHIBIT B

ADDITIONAL DEFINITIONS

“Davis-Bacon Act” shall mean 40 U.S.C. 276a et seq., as the same may be restated,
modified or amended from time to time.

"Housing Act Section 3" shall mean Section 3 of the Housing and Urban Development
Act 0f 1968, 12 U.S.C. Section 1701u.

"HUD ~Restrictions Termination Date" shall mean the fifteenth anniversary of the
Completion Dite.

“Illinois Prevarling Wage Act” shall mean 820 JILCS 130 et seq., as the same may be
restated, modified or antended from time to time.

"Low-Income Project” <hall mean the 15 units in the Project financed with NSP Funds
and required to be occupied by Very Low-Income Families.

"NSP Funds" shall mean a loar. frora Mercy to the Borrower in the principal amount of
$3,287,961 for financing a portion of the costs of the acquisition and rehabilitation of the

Project.

"Project" shall mean the one building locate! at 1015 North Pulaski Road, Chicago,
Tlinois, and which shall contain, as of the completion of the acquisition and rehabilitation
thereof, 30 multi-family residential dwelling units.

"Section 3 Regulations" shall mean 24 C.F.R. Part 135,72a6 such additional regulations,
orders, rulings, interpretations and directives in connection with Housing Act Section 3 as may
be promulgated or issued by HUD from time to time.

"Senior Lender” shall mean: none.

"Senior Loan" shall mean: none.

"Senior Mortgage" shall mean: none.
I1. ADDITIONAL REPRESENTATIONS AND COVENANTS OF BORROWER.

1. 100 percent of the units in the Low-Income Project shall be occupied by Very-Low
;I;Iozzﬁzsl':‘amilics. 100 percent of the units in the Project shall be occupied by Eligible-Income

2. (a) The Project shall consist of the following unit configuration:

I A I AN N R |
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Number of Bedrooms Number of Units

2/unit 30

(b) The Low-Income Project shall consist initially of the following unit configuration for
Very Low-Income Families:

Number of Sedrooms Number of Units
2/unit 15
3. (a) Subjsc. to paragraph (b) below, with respect to any unit in the Low-Income

Project, if the income of the-Very Low-Income Family residing in such unit increases so that
such Family (an "Over-Inconi¢ ramily") no longer qualifies as a Very Low-Income Family, the
Over-Income Family shall thereafter pay as rent the lesser of (i) the maximum amount payable
by the tenant under State or local law, or (ii) 30 percent of the Over-Income Family's adjusted
monthly income as recertified annually.

(b) Notwithstanding paragrapk (a) of this Section, no Over-Income Family shall
be required to pay as rent an amount that exce>ds the market rent for comparable, unassisted
units in the neighborhood of the Project.

4. Prevailing Wage Rates. The Project shall complyr with the Illinois Prevailing Wage
Act and the Davis-Bacon Act, as applicable.

5. Following rehabilitation and throughout the Project Term, ths Project shall comply
with the requirements in the then current edition, as of completion of coustruction, of the Model
Energy Code published by the Council of American Building Officials.

6. The Project shall be acquired and rehabilitated in accordance with & construction
schedule, project budget and any change orders to be hereafter approved by Mercy and tne City.

7. For purposes of Section 12, the Borrower's address shall be:

MPS Community I, LLC

120 South LaSalle Street, Suite 1850
Chicago, lllinois 60603

Attention: William L. Goldsmith
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With Copies to: MPS Community [, LLC
120 South LaSalle Street, Suite 1850
Chicago, Hlinois 60603
Attention: Eva L. Garrett

8. (a) The work to be performed in connection with the Project is subject to the
requirements of Housing Act Section 3. The purpose of Housing Act Section 3 is to ensure that
employment and other economic opportunities generated by HUD assistance or HUD-assisted
projects covered by Housing Act Section 3, shall, to the greatest extent feasible, be directed to
low- and very low-income individuals, particularly individuals who are recipients of HUD
assistance forhousing,

(b) The Boirrower hereby agrees to comply with the Section 3 Regulations in connection
with the Project._Ac-evidenced by its execution of this Regulatory Agreement, the Borrower
hereby certifies thai-it“is under no contractual or other impediment that would prevent the
Borrower from complyiang with the Section 3 Regulations in connection with the Project.

(c) The Borrower heretv agrees to (1) send to each labor organization or representative of
workers with which the Borrower (has a collective bargaining agreement or other understanding,
if any, and which concerns workers wn¢se positions are subject to compliance with the Section 3
Regulations in connection with the Projec..-a notice advising the labor organization or workers'
representative of the Borrower's commitmrents under this Section, and (2) post copies of the
notice in conspicuous places at the work site ' where both employees and applicants for training
and employment positions can see the notice. Tle uotice shall describe the Housing Act Section
3 preference and shall set forth: (i) the minimum ivirber of jobs and job titles subject to hire,
the availability of apprenticeship and training positions, and the qualifications for each; (ii) the
name and location of the Person(s) taking applications for each of the positions; and (jii) the
anticipated date the work shall begin.

(d) The Borrower hereby agrees to (1) include the language ceitained in this Section in
every contract entered into by the Borrower in connection with the Project and subject to
compliance with the Section 3 Regulations, including the Construction-Contract, and (2) take
appropriate action, as provided in an applicable provision of such contract or in this Section,
upon a finding that any Person with whom the Borrower contracts, inclucing the General
Contractor, is in violation of the Section 3 Regulations. The Borrower covenants aid agrees that
the Borrower shall not contract with any Person in connection with the Project where the
Borrower has notice or knowledge that such Person has been found in violation of the Section 3
Repgulations.

(e) The Borrower agrees to cause the General Contractor to (1) include the language
contained in this Section in every subcontract subject to compliance with the Section 3
Regulations, and (2) take appropriate action, as provided in an applicable provision of such
Subcontract or in this Section, upon a finding that any subcontractor with whom the General
Contractor contracts is in violation of the Section 3 Regulations. The Borrower shall cause the
General Contractor to agree that the General Contractor shall not subcontract with any Person
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where the General Contractor has notice or knowledge that such Person has been found in
violation of the Section 3 Regulations.

(f) The Borrower hereby certifies that any vacant employment positions in connection
with the Project, including training positions, that were filled prior to the Closing Date and with
Persons other than those to whom the Section 3 Regulations require employment opportunities to
be directed, were not filled to circumvent the Borrower's obligations under the Section 3

Regulations.

(g) Noncompliance with the Section 3 Regulations may result in sanctions, including, but
not limited-io, the declaration by Mercy and/or the City of an event of default under the
Documents ard the exercise by Mercy and/or the City of its remedies thereunder, as well as
debarment or susvension from future HUD-assisted contracts.

(h) The Borrower acknowledges receipt from Mercy of a copy of the City of Chicago
Section 3 Compliance I'laa booklet (the "Booklet"). The Borrower agrees to complete or cause
to be completed, as appiicab's, those forms contained in the Booklet as requested by Mercy or
the City and to submit such-terms Mercy or to the City promptly upon Mercy or the City's
request. The Borrower hereby reyresents and warrarits to Mercy and the City that all such forms
heretofore submitted by or on behait 0f the Borrower are true and correct. The Borrower hereby
covenants to Mercy and the City that al’ s.cli forms hereafter submitted by the Borrower shall be
true and correct, and that work on the Project shall be carried out in accordance with the existing
employee list (with respect to number of employees and job classifications only), hiring plan,
training plan, contracting plan and compliance eftort narrative, as applicable, as submitted by the
Borrower to Mercy and the City, unless otherwise agroed to in writing by Mercy and/or the City.
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EXHIBIT C

USE OF NSP FUNDS

Acquisition and rehabilitation of the Property in accordance with final plans and
specifications to be approved by Mercy and the City as the Required Work under the
Redevelopment Agreement.
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EXHIBIT D

TENANT CERTIFICATION

RE:

Chicago, [llinois

Name of Tenant (i.e., person(s)
whose name appears on the lease):

Address of Apartment:

Apartment Nuinber:

Some or all of the rust of the apartment development in which you are to lease an apartment
was financed with funds provided by the City of Chicago through a U.S. Department of Housing
and Urban Development program. In order to qualify for these funds, there are certain
requirements which must be m«t with respect to the apartment development and its tenants. To
satisfy one of those requirements it is necessary for you to provide the information requested in
this Tenant Certification at the time yoa sign your lease and annually thereafier so long as you
remain a tenant in the above apartment deveiopment.

CERTIFICATION

I, the undersigned, state that I have read and answcreo fully, frankly and personally each of
the following questions for all persons who are to octupy_ the unit in the above apartment
development for which application is made, all of whom are Listea on the following page:

T T T ]



Name of Relation-
Members
of the
Household Household
YHEAD

SPCUTSE
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Income Computation
(Anticipated Incomes)

Age
ship to
Head of or
under) __ Number

(if 18
Social Security
Employment

Place of




1.

Name
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On the lines below, indicate the anticipated income from all sources received by the family
head and spouse (even if temporarily absent) and by each additional member of the family over
the age of 18 during the 12-month period beginning this date:

Annual
Wages/

Salary

Other

Total
Income Income

(Capital Assets)

If any of the persons described above (or whose income or contributions swere included in item
(1)) has any real property, savings, stocks, bonds or other forms of capital investment,
excluding interest in Indian Trust land and equity in a housing cooperzove unit or in a
manufactured home in which the family resides and except for necessary iteme. of personal
property such as furniture and automobiles, provide:

a. the total value of all such assets owned by all such persons: § )

b. the amount of income expected to be derived from such assets in the 12-month
period commencing this date: $ L and

c. the amount of such income which is included in item (1): $
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(Students)

3. a. Will all of the persons listed in column 1 above be or have they been full-time
students during five calendar months of this calendar year at an educational institution
(other than a correspondence school) with regular faculty and students?

Yes No

b. Is any such person (other than nonresident aliens) married and eligible to file a
joint federal income tax return?

Yes No

I acknowledge izt 2'l of the above information is or may be the basis of my qualifying as a
tenant and further is relevant to the status of the funds provided through the U.S. Department of
Housing and Urban Developmezii to finance constraction or rehabilitation of the apartment for which
application is being made. I agres to provide upon request source documents evidencing the income
and other information disclosed above. I consent to and authorize the disclosure of such information
and any such source documents to Meréy Portfolio Services, the City and HUD and any agent acting
on their behalf If I am accepted as a ténant or my lease is renewed, and if any of the foregoing
information is inaccurate or misleading, I unierstand that it will constitute a material breach of my
lease. I understand that the submission of this it.fortnation is one of the requirements for tenancy and
does not constitute an approval of my application, ol m.y acceptance as a tenant.

If this is the first Tenant Certification submitted by re for the apartment building described on
the first page, I have attached to this Tenant Certification copies of source documentation (¢.g., wage
statements, interest statements and unemployment compensaiion statements) with respect to the
income of the persons described on the preceding pages.

1 declare under penalty of perjury that the foregoing is true, correct, complete and accurate.

Executed this ___day of , __ at Chicago, Illinois.

Tenant
Applicant for an apartment or
Residing in Apt. No.
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STATE OF ILLINOIS )
) SS

COUNTY OF COOK )

On the ___ dayof , ___ personally appeared before me , the signer of
the above certification, who duly acknowledged to me that he/she executed the same.

(SEAL) NOTARY PUBLIC

My Commission Expires:

T R I HE i
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FOR COMPLETION BY BORROWER ONLY:

1.

2.

3.

Calculation of eligible income:

a. Total amount entered for entire
household in 1 above:

b. If the amount entered in 2.a above exceeds
$5,000, enter the greater of (i) the amount
entered in 2.b less the amount entered in
2.c and (ii) the passbook savings rate as
designated by HUD multiplied by the amount
ericred in 2.a: _

c. TOTAL CLIGIBLE INCOME
(Line 1.aplaz line 1.b):

The amount entered in 1.<is:_(place "x" on appropriate line)

d.

Applicant:

a. _ Lessthan § _ which is the maximum income at which a
household of (| _ persons may be determined to be a Very Low-Income
Family as that terin is defined in the Regulatory Agreement dated as of
_hetween Mercy Portfolio Services, a Colorado non-
profit corporation, the City of Chicago, llinois and MPS Community I, LLC, an
Tlinois limited liability compary {the "Regulatory Agreement").

b. __ Lessthan § < swnich is the maximum income at which a
household of persons may-ve determined to be a Very Low-Income
Family as that term is defined in the Regu.atory” Agreement.

C. _ Lessthan § _which is 120 zercent of the median Family
income for the Chicago area as adjusted for a houscho'd of persons.

More than the amount mentioned in line a.

Qualifies as a Very Low-Income Family.

Qualifies as a Family whose Family Income is no more than 120
percent of the median Family Income for the Chicago area.
Does not qualify as a Very Low-Income Family.

BORROWER




1117344031 Page: 37 of 44

UNOFFICIAL COPY

EXHIBIT E
ANNUAL REPORT OF PROJECT RECEIVING NSP FUNDS
FROM THE CITY OF CHICAGO

DEPARTMENT OF HOUSING AND ECONOMIC DEVELOFMENT
THROUGH MERCY PORTFOLIO SERVICES

Borrower: MPS Community I, LLC

Project Name: 1015 N. Pulaski Road, Chicago, Illinois

Project Numbzr:

Borrower Federal Eziployer Identification Number:

Mercy Portfolio Seryviess, a Colorado non-profit corporation (“Mercy”), MPS Community I,
LLC, an Illinois limited liability vompany (the “Borrower”), and the City of Chicago (“City”) have
entered into a certain Regulatory Agreement dated as of (the “Regulatory
Agreement”) in connection with certiin NSP Funds which Mercy has provided to the Borrower for the
Project. The Borrower is required to maiufain certain records concerning the Project and the City is
required to monitor the Project's compliancs with the NSP Legal Requirements, National Affordable
Housing Act, the HOME Regulations and the agreements executed by the Mercy and the Borrower in
connection with the provision of the NSP Funds, The Borrower further agreed in the Regulatory
Agreement to maintain certain records and prepare snd deliver certain reports to the City. The
Borrower must complete this Annual Report for all-picjects receiving NSP Funds (the "Annual
Report") in fulfillment of its reporting and record-keeping requirements. This Annual Report must be
completed in its entirety and must be executed, notarized aud retrmed to the City by April 1 of each
year. In addition, 2 copy of Schedule ] must be completed for evch building which comprises a part of
the Project. This form is a required component of the Annual Report.. No changes may be made to the
language contained herein without the prior approval of the City. Exaent as otherwise specifically
indicated, capitalized terms contained herein shall have the meanings ascribed to them in the
Regulatory Agreement.
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INFORMATION

Please list the address for each building included in the Project: (If there are additional
buildings in the Project, please provide the requested information on a separate sheet and attach
to this document.)

Building Address:

1015 N. Pulaski Road, Chicago, Illinois
Comp'éte Schedule I for each building included in the Project.

Has any change occurred, either directly or indirectly, (a) in the identity of the Borrower, (b) in
the identity ¢£ iy general partner(s), if any, of the Borrower, (c) in the ownership of any
interests in any gezeral partner of the Borrower or in any shareholder, trustee or beneficiary of
the Borrower, or (G) /which would otherwise cause a change in the identity of the individuals
who possess the power to Uirect the management and policies of the Borrower since the date of
the execution of the Regulatory Agreement between the City and the Borrower or the most

recent Annuat Report?

Yes No

If Yes, provide all the appropriate documecnts,

Have the Borrower's organizational documents bezi amended or otherwise modified since they
were submitted to Mercy or the City?

Yes No

If Yes, provide all amendments and modifications of the Borrower's organizational documents.

The Borrower hereby certifies to Mercy and the City that (a) the Projectis in full compliance
with all currently applicable provisions of the NSP Legal Requreriests, the National
Affordable Housing Act, the HOME Regulations and the Regulatory "Agreement, (b) the
Project shall continue to comply with the NSP Legal Requirements, the Natiopal Affordable
Housing Act, the HOME Regulations and the Regulatory Agreement during the periods
required thereby, and (c) no change shall occur in the Borrower without the prior written
consent of the City, except as may be permitted pursuant to Section 8 of the Mortgage.

Provide the City with independently audited financial statements for the Project for the most
recent fiscal year, including an income and expense statement, a balance sheet listing assets and
Jiabilities, a detailed schedule of operating, maintenance and administrative expenses and a
cash flow statement.

Provide to the City copies of each lease and each Tenant Certification executed in connection




10.

11.
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with the Low-Income Project since the later of the execution of the Regulatory Agreement or
the last Annual Report submitted to the City. For each such unit in the Low-Income Project,
provide to the City the data with respect to tenant characteristics as required by Section 2.18 of

the Regulatory Agreement.

Provide the City with evidence of compliance with Section 2.26 of the Regulatory Agreement
since the later of the execution of the Regulatory Agreement or the last Annual Report,
including copies of the notices given to prospective tenants regarding lead-based paint with the
signature of each tenant in the Low-Income Project.

Did the Project cause the displacement of any People?

Yes ' No

If Yes, pronde-cvidence to the City of compliance with Section 2.24 of the Regulatory
Agreement, includiny the information required under 24 C.F.R. Section 92.508(a}(7)(iv). (The
information required }y-this question need only be supplied to the City once.)

Provide to the City payrol! records of the General Contractor indicating compliance with the
Davis-Bacon Act and the CoOntract Work Hours and Safety Standards Act, or the Illinois

Prevailing Wage Act, as applicatie

Provide to the City evidence of compliance with the affirmative marketing requirements of
Section 2.20 of the Regulatory Agreemen.

REPRESENTATIONS AND ¥ ARRANTIES

The Borrower hereby represents and warrants to Mercy and 'the City that each of the following
statements is frue and accurate:

A

Very Low-Income Families. All of the units of the Low-Income Project are occupied or
available for occupancy by Very Low-Income Families, subject to Sections 2.7 and 2.9 of the
Regulatory Agreement.

Compliance. The Project is in compliance with all of the currently applicable requirements of
the NSP Legal Requirements, the National Affordable Housing Act, the HOME Regulations
and the Regulatory Agreement. The Borrower will take whatever action is required to ensure
that the Project complies with all requirements imposed by the NSP Legal Requirements, the
National Affordable Housing Act, the HOME Regulations and the Regulatory Agreement
during the periods required thereby.

The Borrower shall retain all tenant selection documents, which include but are not limited to:
income verification, employment verification, credit reports, leases and low-income
computation forms, to be available for periodic inspections by Mercy, the City or its
representatives. The City, at its option, can periodically inspect the Project, and all tenancy-

| T | L A I A —
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related documents to determine continued compliance of the Project with all applicable
requirements.

C. Litigation. No litigation or proceedings are pending or, to the Borrower's knowledge,
threatened, which may affect the interest of the Borrower in the Project or the ability of the
Borrower to perform its obligations with respect thereto, except as disclosed on Exhibit
attached hereto and hereby made a part hereof.

D. Contracts. The Borrower has taken affirmative action to ensure that women- and minority-
owned businesses have had the maximum opportunity to compete for and perform as
contractors for supplies and/or services, and will continue to do so with future contracts and
awards 4s provided in Sections 2-92-420 through 2-92-570, inclusive, of the Municipal Code of
Chicago, 5 from time to time supplemented, amended and restated.

E. Marketing; INeg-iscriminatory Access. All units in each building included in the Project are
affirmatively maskeied and available for occupancy by all persons regardiess of race, color,
national origin, religion, creed, sex, age or handicap.

F. Facilities. Each unit is and-will remain suitable for occupancy.

G. Maintenance. Other than in Counection with the construction and/or rehabilitation, as
applicable, of the Project, the Barower has not demolished any part of the Project or
substantially subtracted from any real cr personal property of the Project or permitted the use of
any residential rental unit for any purpose other than rental housing. The Borrower has used its
best efforts to repair and restore the Project va.substantially the same condition as existed prior
10 the occurrence of any event causing damage ur-destruction, or to relieve the condemnation,
and thereafter to operate the Project in accordance wiip the terms of the Regulatory Agreement.

H. Records. The Borrower is in possession of all records wlich j* is required to maintain pursuant
to the terms of the NSP Legal Requirements, the National Afiordable Housing Act, the HOME
Regulations and the Regulatory Agreement as well as any additioral records which the City has
determined to be necessary to the compliance and administration of the Project.

The Borrower has not executed any agreement with provisions cenfizdictory to, or in
opposition to, the provisions of the Regulatory Agreement and in any event the reaguirements of the
Regulatory Agreement are paramount and controlling as to the rights and obligations therein set forth
and supersede any other requirements in conflict therewith. The Borrower shall continue o cooperate
with Mercy and the City and furnish such documents, reports, exhibits or showings as are required by
the NSP Legal Requirements, the National Affordable Housing Act, the HOME Regulations, the
Regulatory Agreement and the City or the City’s counsel.

If the Borrower is unable to make any representation or warranty set forth above, the Borrower
must immediately contact the City and inform the City of the reason that the Borrower is unable to
make such representation or warranty; provided, however, that the foregoing shall not be deemed to
negate any notice and/or cure periods available to the Borrower under the Documents (as defined in the

Regulatory Agreement).
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INDEMNIFICATION

The Borrower hereby agrees to fully and unconditionally indemnify, defend and hold
harmless Mercy and the City from and against any judgments, losses, liabilities, damages
(including consequential damages), costs and expenses of whatsoever kind or nature, including,
without limitation, attorneys' fecs, expert witness fees, and any other professional fees and
litigation expenses or other obligations, incurred by Mercy and/or the City that may arise in any
manner out of or in connection with actions or omissions which result from the Borrower's
responses or documents provided pursuant to the terms of this Annual Report, including
breaches of the representations and warranties herein contained, other than those judgments,
losses - fiabilities, damages, costs and expenses arising out of Mercy and/or the City's gross
negligencs or willful misconduct following Mercy and/or the City's acquisition of title to or
control of the Project, unless such act is taken in response to any willful misconduct or
negligent act o omission of the Borrower.

Based on the undeistanding that the City may rely upon the truth and accuracy of this Annual
Report and the statements mads by the undersigned, the undersigned hereby certifies to the City that
each response, representation, warranty and document delivered by the Borrower in connection
berewith is true and accurate and wil’ coutinue to be true and accurate.

Borrower Date

Subscribed and sworn to before me this
__dayof

%

Notary Public (SEAL)
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SCHEDULE 1
Borrower:
Mailing Address:
Date of Regulatory Agreement:
Project Name and No..
Building Address:
sk ok ok ok ok

1. (a) Note utilit'es paid by tenants:

(b)  Note utilities paid by Boirower for which tenants reimburse Borrower:

(c)  For each Residential Rental Unit in the Project, provide the following;

UNITS RENTED TO VERY LOW-INCOME FAMIIL{ES:

Unit Br Rent Family's Income Family Size
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OTHER UNITS:

Unit Br Rent Family's Income Family Size

Has the rent in any unit in the building identified above increased since the filing of the
previous Annual Report, or, if this Annual Repo:tis the first Annual Report filed with respect
to such building, has the rent been increased fiom the amounts projected during the
construction period?

Yes No

If Yes, please provide details.

How many units in the Low-Income Project are now occupied by tenants that did not occupy
such units at the time of the last Annual Report filed for this building?
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What steps did the Borrower take to insure that the new tenants qualified as Very Low-Income
Families?

Have any Very Low-Income Families been evicted since the time of the last Annual Report or
if this renort is the first Annual Report filed with respect to this building, since the initial rent-

up of tiis building?

Yes No

If Yes, please providz details.

Has any legal or administrative action beex instituted by any Very Low-Income Family against
the Borrower?

Yes N

If Yes, please provide details.




