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CITY OF RIDGECREST

CITY COUNCIL
RIDGECREST REDEVELOPMENT AGENCY
FINANCING AUTHORITY

AGENDA
Regular Council/Agency Meeting
Wednesday November 16, 2011

CITY COUNCIL CHAMBERS CITY HALL
100 West California Avenue
Ridgecrest, CA 93555

Closed Session —5:30 p.m.
Regular Session — 6:00 p.m.

This meeting room is wheelchair accessible. Accommodations and access to
City meetings for people with other handicaps may be requested of the City Clerk
(499-5002) five working days in advance of the meeting.

In compliance with SB 343. City Council/Ridgecrest Redevelopment Agency
Agenda and corresponding writings of open session items are available for public
inspection at the following locations:
1. City of Ridgecrest City Hall, 100 W. California Ave., Ridgecrest, CA
93555
2. Kern County Library — Ridgecrest Branch, 131 E. Las Flores
Avenue, Ridgecrest, CA 93555
3. City of Ridgecrest official website at http://ci.ridgecrest.ca.us

Pursuant To California Government Code 54953 (B) (1) An Additional Call In Location Has Been
Established For A Council Member Who Will Attend This Meeting Via Teleconference At Quality Inn,
4303 Kitsap Way, Bremerton, WA 98312-2445

CALL TO ORDER
ROLL CALL

APPROVAL OF AGENDA


http://ci.ridgecrest.ca.us/�
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PUBLIC COMMENT — CLOSED SESSION
CLOSED SESSION - 5:30 p.m.

GC54956.8 Real Property negotiations: City of Ridgecrest and
Ridgecrest Redevelopment Agency Negotiators Kurt Wilson
and James McRea

GC54956.9 Conference With Legal Counsel, Potential Litigation. Public
Disclosure of Potential Litigant Would Prejudice the City of
Ridgecrest

GC54956.9 (A) Conference With Legal Counsel; Existing Litigation; City Of
Ridgecrest v. Benz Sanitation, Inc.

REGULAR SESSION - 6:00 p.m.
» Pledge Of Allegiance
» Invocation

CITY ATTORNEY REPORTS
> Closed Session
> Other
PUBLIC COMMENT
PRESENTATIONS

1. Proclamation Posthumously Honoring Ridgecrest Police Department K-9
Officer Nitto Strand

2. Presentation On The Status Of The Deviated Fixed Route Service Speer

CONSENT CALENDAR

3. Approve A Resolution Amending The Classification Plan Ford

4. Approve Draft Minutes Of The Reqular City Council/Redevelopment Agency
Meeting Of November 2, 2011 Ford

PUBLIC HEARINGS

5. Adopt A Resolution Of The Ridgecrest City Council Amending The Five
Year Consolidated Plan And The Adopting The Fiscal Year 2012-2013
Annual Action Plan For Community Development Programs Speer
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DISCUSSION AND OTHER ACTION ITEMS

6. A Resolution Of The Ridgecrest City Council Approving Proposed Retro-
reflectivity Sign Policy and Program As Required By The Federal Highway
Administration And Authorize The Director Of Public Works To Make
Future Changes As Needed Speer

7. A Resolution Of The City Council Of The City Of Ridgecrest Summarily
Vacating A Right-Of-Way Speer

8. Redevelopment Agency Owner Participation Agreement (OPA) Approval
And Modification From The Letter Of Commitment For AMG Senior And
Market Rate Housing, 901 And 929 W. Church. APN 508-020-13 & 12

McRea

9. Real Property Sale, And Disposition Development Agreement (DDA) To
Construct And Develop Commercial Uses On Lot 13 And A Portion Of Lot
14, Or Other Potential Sites Of Parcel Map 10819, APN 33-070-013, & 014,
Ridgecrest Business Park For Two Separate Projects McRea

10.Discussion Of Timeline And Funding Options With Regard To A Federal
Lobbyist Wilson

PUBLIC COMMENT
DEPARTMENT AND COMMITTEE REPORTS

Infrastructure Committee
Members:  Steve Morgan, Jerry Taylor, Craig Porter, James Sanders
Meeting: 2" Wednesday of the month at 5:00 p.m., Council
Conference Room
Next Meeting: December 14, 2011

Quality of Life
Members:  Chip Holloway, Jason Patin, Craig Porter, Carter Pope
Meetings: 1% Thursday of every even month at 12:00 p.m.; Kerr-McGee
Center
Next Meeting: February 2, 2011

City Organization
Members:  Ron Carter, Jerry Taylor, Lois Beres, Christopher LeCornu
Meeting: 3" Tuesday of the month at 5:00 p.m.; Council Conference
Room
Next meeting: December 15, 2011
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Community Development Committee
Members:  Steve Morgan, Jason Patin, Christopher LeCornu, James

Sanders

Meetings: 1% Thursday of the month at 5:00 p.m.; Council Conference
Room

Next Meeting: December 1, 2011

Activate Community Talents and Interventions For Optimal Neighborhoods
Task Force (ACTION)
Members:  Ron Carter, Chip Holloway, Ron Strand
Meetings: 2" Monday of odd numbered months at 4:00 p.m., Kerr-
McGee Center
Next Meeting: January 9, 2011

Ridgecrest Area Convention and Visitors Bureau (RACVB)
Members:  Chip Holloway, Jason Patin
Meetings:  1%'Wednesday of the month, 8:00 a.m.
Next meeting: December 7, 2011 and location to be announced

OTHER COMMITTEES, BOARDS, OR COMMISSIONS

CITY MANAGER/EXECUTIVE DIRECTOR REPORTS

MAYOR AND COUNCIL COMMENTS

ADJOURNMENT
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A PROCLAMATION OF
THE CITY OF RIDGECREST, CALIFORNIA

In Honor of Nitto, Ridgecrest Police Department’s K9

WHEREAS, Nitto, Ridgecrest Police Department’'s K9, passed away on September 4, 2011
after serving the Ridgecrest Police Department and our community for 6 years. Officer Tom Dilley
was Nitto’s handler for the past 5 %2 years. Nitto lived with Officer Dilley and his family, becoming a
true member of their family, and;

WHEREAS, Nitto’s career consisted of early Schutzhund competitions where he achieved a
Schutzhund 3 title in obedience, tracking, and protection, and;

WHEREAS, During Nitto’s career he assisted in the reduction of crime, decreased officer
assaults, increased apprehension of criminal suspects, increased detection and seizure of narcotics,
reduced crime through proactive patrol, tracked suspects, provided officer safety and reduced man
hours on searches, maintained an active public relations program, and,;

WHEREAS, Nitto was utilized as the primary tool on prowler calls, controlled substance
searches, burglaries in process, building searches, resisting suspects, warrant services, back up,
crowd control, assisting other departments, and;

WHEREAS, On numerous occasions, Nitto successfully detected methamphetamines,
marijuana, cocaine, heroin, as well as various forms of paraphernalia, and;

WHEREAS, Nitto became a “star” attracting the largest crowds at the Police Department’s
demonstrations, especially at the annual Police Department’s Open House, and,

WHEREAS, Nitto will be greatly missed, first and foremost, by Officer Dilley and his family, the
Ridgecrest Police Department, and the community of Ridgecrest. We will all miss giving him treats,
searching for his hidden toy, throwing his toy in the hallways, wiping the slobber and hair off our
clothes, and keeping him out of the trash cans, and;

Now, therefore, be it proclaimed:

The City Council of the City of Ridgecrest does hereby recognize and thank Ridgecrest
Police Department’s K9 Nitto for his service to the City of Ridgecrest on the occasion of his passing
and may he rest in peace

Proclaimed November 2, 2011

wa
Ronald H. Carter, Mayor
7a 5f :

Marshaii™Chip™ Holloway Jesy D.
Mayor Pro Tem Vice Mayor

Steven P Morga; iason iatin

Council Member Council Member
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CITY COUNCIL/REDEVELOPMENT AGENCY AGENDA ITEM

SUBJECT:
The presentation on the Status of the Deviated Fixed Route Service

PRESENTED BY:
Dennis Speer

SUMMARY:

The City of Ridgecrest updated its five year short range transportation development plan
(TDP) in 2006. The TDP analyzed the City’s transit operation and determined that the
implementation of a deviated fixed route service would optimize transit service to the
community. The updated plan recommended that the City change its public transit
services from a demand responsive (dial-a-ride) service to a deviated fixed route service.
To accomplish this conversion, required that the City approve a transportation transition
plan (TTP) that is compatible with TDA, FTA, and ADA standards.

The City retained Moore & Associates, Inc. to prepare the TTP and present the plan.

City Council approved the transportation transition plan and directed its implementation.
Staff has made significant progress toward the implementation of the deviated fixed route.
Staff has prepared a presentation on the status of the deviated fixed route service.

Staff recommends that City Council receive and accept this presentation.

FISCAL IMPACT: None
Reviewed by Finance Director

ACTION REQUESTED:
Receive the presentation on the Status of the Deviated Fixed Route

CITY MANAGER / EXECUTIVE DIRECTOR RECOMMENDATION:

Action as requested:

Submitted by: Dennis Speer Action Date: Dennis Speer

(Rev. 6/12/09)
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CITY COUNCIL/REDEVELOPMENT AGENCY AGENDA ITEM

SUBJECT:
Resolution amending the City of Ridgecrest Classification Plan and adopting the Systems
Analyst job specification.

PRESENTED BY:
Craig Bradley — MIS Manager

SUMMARY:

This resolution formally amends the City’'s Classification Plan and adopts the job
specification for the position of System Analyst into the City of Ridgecrest Classification
Plan.

The City’s Classification Plan was formally approved and adopted by Resolution No. 01-94
on September 19, 2001.

Currently the Information Technology specifications are incomplete and this resolution will
amend the specifications and expand the classification to a multi level series to include the
job specific tasks and special certifications required for the classification. These are not
new positions but a realignment of position tasks and skill levels to better reflect the
functions within the MIS Division

FISCAL IMPACT:
No Fiscal Impact

Reviewed by Director of Finance

ACTION REQUESTED:
Approve Resolution amending class specifications

CITY MANAGER / EXECUTIVE DIRECTOR RECOMMENDATION:

Action as requested: Approve Resolution amending class specification

Submitted by: Craig Bradley Action Date: November 16, 2011
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RESOLUTION NO. 11-XX

A RESOLUTION OF THE RIDGECREST CITY COUNCIL
APPROVING AND AMENDING THE CITY OF RIDGECREST
CLASSIFICATION PLAN AND ADOPTING THE JOB
SPECIFICATIONS OF SYSTEM ANALYST INTO THE CITY OF
RIDGECREST CLASSIFICATION PLAN

WHEREAS, the City of Ridgecrest has formally adopted a Classification Plan
with job specifications which are compliant with the Americans with Disabilities Act
(ADA), by Resolution No. 01-94 on September 19, 2001; and

WHEREAS, new or revised job specifications must be submitted for adoption by
City Council into the Classification Plan; and

WHEREAS, adopting new or revised job specification into the Classification
Plan does not automatically create new budgeted positions or adjust salaries.

NOW, THEREFORE BE IT RESOLVED, that the City Council of the City of
Ridgecrest does hereby approve amendments to the City of Ridgecrest Classification

Plan, a copy of said amendment being attached hereto, as “Attachment A” and by this
reference made a part hereof.

APPROVED AND ADOPTED this 16" day of November 2011 by the following
vote:

AYES:
NOES:
ABSENT:

ABSTAIN:

Ronald H. Carter, Mayor

ATTEST

Rachel J. Ford, CMC
City Clerk
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CITY OF RIDGECREST ATTACHMENT A Date Adopted XX/XX/2011

SYSTEMS ANALYST

Definition:

Under general direction of Information Technology Management, perform the full
range of system design, development, implementation, and maintenance
activities related to the City's IT network, telecommunication systems, and other
departmental scopes of work. Provide technical advice and support to users of
network based applications. Participate in evaluating and recommending new
technologies which enhance and support the City's business plan and provide
technical advice and support to City users in the appropriate use of technology.
This position will provide, 24 by 7 technical support via cell phone, therefore
requiring the ability to make decisions independently, potentially affecting City
network services.

Characteristics Duties and Responsibilities:

1.

Design, implement and enhance the City's local and wide area networks
(LAN/WAN) and infrastructure. Install, configure, maintain, optimize and manage
network hardware consisting of servers, routers, switches and wireless devices.
Install, configure, maintain, optimize and manage Windows network operating
system and server based software and databases (Naviline, RIMS, 911
Recording, Microsoft SQL, Outlook, Backup, etc.). Prepare network diagrams
and documentation.

Develop, implement and maintain Internet and Intranet web sites. Install,
configure, maintain and optimize network security software, firewalls, and remote
access hardware and software.

Analyze City's work and data and document flow; develop, recommend and
implement appropriate use of current and future technologies to improve and
optimize work and data flow. Evaluate, implement and manage document
imaging hardware and software resources.

Provide technical advice and support to users of LAN/WAN network based
applications. Track computer assets and purchases.

Analyze user needs and implement new software to meet those needs. Make
modifications and enhance these programs as required. Create documentation
and conduct software training.

Maintain City's telecommunications system. Manage current needs and plan for
future needs. Program PBX and voice mail functions.
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8.

9.

Develop and conduct end-user training on Windows, Office, Networks,
Internet/Intranet and other computer software and hardware. Develop computer
tips and other documentation and procedures.

Utilize, maintain, and manage the City’s helpdesk system.

Perform other duties as directed.

Knowledge, Skills and Other Characteristics:

Knowledge of AS400

Knowledge of one or more information systems specialty areas, including but not
limited to the areas described below.

Knowledge of operations and maintenance of mini and mainframe computers,
and Local and Wide Area Networks.

Knowledge of computer programming and languages.

Knowledge of GIS software and technical applications.

Knowledge of design, development, and programming of GIS applications and
databases.

Knowledge of the operation of computer hardware, software, and peripheral
equipment.

Knowledge of magnetic tape files and storage libraries.

Knowledge of standard personal computer software packages for word
processing, spreadsheets, and database applications.

Skill in reading, understanding and following technical instructions and manuals.
Skill in diagnosing and resolving network and mainframe operational problems.
Skill in diagnosing common user problems and identifying appropriate corrective
action.

Skill in assembling, installing and maintaining computer equipment, and
peripherals.

Skill in performing tests and debugging personal computers.

Skill in planning system upgrades and communicating schedules.

Skill in preparing maps using GIS data and computer aided design (CAD)
programs.

Skill in developing written procedures to simplify common user tasks.

Skill in operating a personal computer and typical office and highly specialized
office software.

Skill in  conducting research and preparing reports, documents, and
correspondence.

Skill in communicating effectively both orally and in writing.

Skill in meeting the public in situations requiring diplomacy and tact.

Skill in establishing and maintaining effective working relationships with other
City employees and the public.
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Working Conditions:

To perform the essential functions of the job, incumbents must be able to perform
the following: Stooping, crouching, reaching, standing, walking, pushing, pulling,
lifting, fingering, grasping, talking, hearing/listening, seeing/observing, repetitive
motions.

Medium Work: Exerting up to 50 pounds of force occasionally, and/or up to 25
pounds of force frequently, and/or up to 10 pounds of force constantly to move
objects.

MINIMUM QUALIFICATIONS:

Education: Bachelor's Degree in Information Systems, Computer Science, Public
Administration, Business Administration, or a related field along with two
or more years of experience in a related field

OR

Experience: Five or more years of experience in analysis, design, implementation,
maintenance and management of network and telecommunication related
hardware and software or an equivalent combination of education and
experience to provide sufficient evidence of the successful performance of
the essential elements of the job such as those listed above.

LICENSE: Possession of a valid Class “C” California Driver license. Must have and

maintain a satisfactory driving record and be insurable to operate City
vehicles.

PHYSICAL PROFILE: Categoryll; 1, 3,4,6,7,8,9, 10, 13, 17, 18, 20, 21, 22
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CITY COUNCIL/REDEVELOPMENT AGENCY AGENDA ITEM

SUBJECT:
Minutes of the Regular City Council/Redevelopment Agency Meeting of November 2, 2011

PRESENTED BY:
Rachel J. Ford, City Clerk

SUMMARY:

Draft minutes of the Regular Council/Redevelopment Agency Meeting of November 2, 2011

FISCAL IMPACT:
None
Reviewed by Finance Director:

ACTION REQUESTED:
Approve minutes

CITY MANAGER ‘S RECOMMENDATION:

Action as requested:

Submitted by: Rachel J. Ford Action Date: November 16, 2011
(Rev. 6-12-09)
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MINUTES OF THE REGULAR MEETING OF THE
RIDGECREST CITY COUNCIL AND
RIDGECREST REDEVELOPMENT AGENCY

City Council Chambers November 2, 2011
100 West California Avenue 5:30 p.m.
Ridgecrest, California 93555

This meeting was recorded and will be on file in the Office of the City Clerk for a
certain period of time from date of approval by City Council/Redevelopment
Agency. Meetings are recorded solely for the purpose of preparation of minutes.

CALL TO ORDER - 5:30 p.m.

ROLL CALL

PRESENT: Mayor Ronald H. Carter; Mayor Pro-Tem Marshall ‘Chip’ Holloway;
Vice Mayor Jerry D. Taylor; and Council Members Steven Morgan
and Jason Patin

STAFF: Kurt Wilson City Manager; Rachel J. Ford, City Clerk; Keith

Lemieux, City Attorney (via teleconference) and other personnel
APPROVAL OF AGENDA
Motion To Approve Agenda (As Amended) Made By Council Member Morgan, Second
By Council Member Taylor. Motion Carried By Voice Vote Of 4 Ayes; 0 Nays; O
Abstain; 1 Absent (council member Patin)
Council Member Patin Arrived at 5:32pm
PUBLIC COMMENT — CLOSED SESSION

e No public comments presented for closed session items

CLOSED SESSION —5:30 p.m.

GC54956.8 Real Property negotiations: APN: 396-090-29 and APN:
396-200-20, Agency Negotiators Kurt Wilson and James
McRea

GC54956.9 (B) Conference With Legal Counsel; Potential Litigation — Public
Disclosure Of Potential Litigant Would Prejudice The City Of
Ridgecrest And Ridgecrest Redevelopment Agency.
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GC54957.6 Labor Negotiations — Police Employee Association of
Ridgecrest (PEAR); Mid-Management Group of Employees
(MM); Confidential Group of Employees (CO); Management
Group of Employees (MG) — Agency Negotiator City
Manager Kurt Wilson

REGULAR SESSION — 6:00 p.m.
> Pledge Of Allegiance
» Invocation — Rev. Warren Campbell

CITY ATTORNEY REPORTS
» Closed Session

0 Received report on Real Property negotiations: APN: 396-090-29 and
APN: 396-200-20, Agency Negotiators Kurt Wilson and James McRea, no
reportable action taken.

0 Received report on Conference With Legal Counsel; Potential Litigation —
Public Disclosure Of Potential Litigant Would Prejudice The City Of
Ridgecrest And Ridgecrest Redevelopment Agency, no reportable action
taken.

0 Received report on Labor Negotiations — Police Employee Association of
Ridgecrest (PEAR); Mid-Management Group of Employees (MM);
Confidential Group of Employees (CO); Management Group of Employees
(MG) — Agency Negotiator City Manager Kurt Wilson, no reportable action
taken.

» Other
0 none

PUBLIC COMMENT

e Warren Campbell — encouraged council to expend TAB bonds on streets and
appreciates what is being done to streets right now.

e Sandra Pursley — waste management update on rescheduled routes for
residential service on Wednesday, Thursday, and Friday to correct imbalance in
the number of homes on the routes. Will create more stability for customers in
pickup times. Postcards to be mailed to those homes impacted by the change.
Education will be done in the community and call center ready to respond to
guestions. Extensive outreach to the affected residences. Effective the week of
November 14.

CONSENT CALENDAR
1. Approve A Real Property Ouit Claim Deed For Pacific Development To

Make A Correction Required In The Recording Of The Grant Deeds To The
Prior Owners McRea




MINUTES — RIDGECREST CITY COUNCIL/REDEVELOPMENT AGENCY - REGULAR
November 2, 2011
Page 3 of 7

2. Adopt A Resolution Of The City Council Of The City Of Ridgecrest
Approving The Budget Amendment, In The Amount Of $11,000, To Allow
The Processing Of A New Fifty Year Sewer Easement On Navy Property

Speer

3. A Resolution Of The Ridgecrest City Council Announcing Proclamation
Prepared For The Month Of November 2011 Honoring National Veterans
Remembrance Month And Scheduled Date Of Presentation Ford

4. Approve Draft Minutes Of The Reqular City Council/Redevelopment Agency
Meeting Of September 7, 2011 Ford

5. Approve Draft Minutes Of The Reqular City Council/Redevelopment Agency
Meeting Of October 5, 2011 Ford

6. Approve Draft Minutes Of The Reqular City Council/Redevelopment Agency
Meeting Of October 19, 2011 Ford

No Items were removed from consent calendar for discussion.

Motion To Approve Consent Calendar (As Amended) Made By Council Member
Morgan, Second By Council Member Holloway. Motion Carried By Voice Vote Of 5
Ayes; 0 Nays; 0 Abstain; 0 Absent.

DISCUSSION AND OTHER ACTION ITEMS

7. Adopt A Resolution Of The Ridgecrest City Council Approving A
Consultant Agreement For Certain Human Resources Functions Between
The City Of Ridgecrest And Employers Resource And Authorizing The City
Manager To Sign The Agreement Wilson

e Kurt Wilson gave staff report

e Chip Holloway — requested clarification of the functions Employers Resources
would be providing.

e Rachel Ford — gave brief description state mandates which Employer Resources
will assist with compliance, Employee forms, Personnel Rules and Handbooks,
Training, and Employee Hotline.

Motion To Approve A Resolution Of The Ridgecrest City Council Approving A
Consultant Agreement For Certain Human Resources Function Between The City Of
Ridgecrest And Employers Resource And Authorizing The City Manager To Sign The
Agreement Made By Council Member Patin , Second By Council Member Holloway .
Motion Carried By Voice Vote Of 5 Ayes; 0 Nays; 0 Abstain; 0 Absent.

8. Adopt A Resolution Of The Ridgecrest City Council Approving A
Consultant Agreement For Grant Writing Services Between The City Of
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Ridgecrest And California Consulting, LLC And Authorizing The City
Manager To Sign The Agreement Wilson

e Kurt Wilson gave staff report

e Jason Patin has concerns about sections 1B term of reimbursement of out of
pocket expenses.

e Keith Lemieux verified that this language was added by City and covers
unanticipated costs such as postage.

e Steve Morgan relayed response from Mr. Samuelian which included postage,
printer ink, minimal travel and their approximation of cost is $420 per year to do
what is in the contract. Steve does not believe this factor is of major concern and
also reiterated to public this contract is not a legislation lobbying contract but a
grant writing contract.

e Kurt Wilson confirmed the limits of lobbying would be for grants only and not
legislative bills.

e Steve Morgan responded that we are not paying this firm to be a lobbyist which
was directly confirmed by California Consulting.

e Jerry Taylor asked City Manager to get a legal opinion on if this firm is
considered by State of California to be our lobbyist. Not clear if their fees as a
lobbyist would be charged under ‘other costs’

e Keith Lemieux will research the topic and bring back to council.

e Chip Holloway confirmed he was comfortable with contract after discussions with
the consultant.

e Steve Morgan also comfortable with the contract.

Public Comment
e None presented

e Jerry Taylor questioned what would happen with existing grants
e Kurt Wilson confirmed with consultant they would work with existing grants.

Motion To Approve A Resolution Of The Ridgecrest City Council Approving A
Consultant Agreement For Grant Writing Services Between The City Of Ridgecrest And
California Consulting, LLC And Authorizing The City Manager To Sign The Agreement
Made By Council Member Morgan , Second By Council Member Holloway . Motion
Carried By Voice Vote Of 5 Ayes; 0 Nays; 0 Abstain; 0 Absent

PUBLIC COMMENT

e Howard Auld spoke on Congressmen visits on November 10 and City needs.
Offered to prepare a paper outlining the needs of the City. Listed examples and
asked for cost information. Requested City staff or council make the
presentation of City needs to the Congressmen. Would like City to be in full
operation to keep up with the Navy but need numbers for full recovery cost
before being able to seek out funding sources. Requested help with
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preparations. Mentioned Public/Private partnerships such as small business
consortium.

e Harris Brokke announced that the Maturango Museum has started construction
on an expansion. Requested sub-contractors contact Valley Steel by November
18 to be considered for jobs.

e Dave Matthews referred to an email he sent regarding the new name of the
former Steering Committee which is now the Public Lands Roundtable. Further
information available on request.

DEPARTMENT AND COMMITTEE REPORTS

Infrastructure Committee
Members:  Steve Morgan, Jerry Taylor, Craig Porter, James Sanders
Meeting: 2" Wednesday of the month at 5:00 p.m., Council
Conference Room
Next Meeting: November 9, 2011

e Jerry Taylor — sewer plant plans to be discussed.

Quality of Life
Members:  Chip Holloway, Jason Patin, Craig Porter, Carter Pope
Meetings: 1% Thursday of every even month at 12:00 p.m.; Kerr-McGee
Center
Next Meeting: December 1, 2011

e Chip Holloway - Next meeting November 15 at 5:00pm and will discuss the TAB
fund pool project

City Organization
Members:  Ron Carter, Jerry Taylor, Lois Beres, Christopher LeCornu
Meeting: 3" Tuesday of the month at 5:00 p.m.; Council Conference
Room
Next meeting: November 15, 2011

e Jerry Taylor — no agenda items

Community Development Committee
Members:  Steve Morgan, Jason Patin, Christopher LeCornu, James

Sanders

Meetings: 1% Thursday of the month at 5:00 p.m.; Council Conference
Room

Next Meeting: December 1, 2011

e Jason Patin — tomorrow at 5:00pm in conference room
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Activate Community Talents and Interventions For Optimal Neighborhoods
Task Force (ACTION)
Members:  Ron Carter, Chip Holloway, Ron Strand
Meetings: 2" Monday of odd numbered months at 6:00 p.m., Kerr-
McGee Center
Next Meeting: November 14, 2011

e Ron Carter — time change to 4pm.

Ridgecrest Area Convention and Visitors Bureau (RACVB)
Members:  Chip Holloway, Jason Patin
Meetings: 1% Wednesday of the month, 8:00 a.m.
Next meeting: December 7, 2011 and location to be announced

e Chip Holloway — Read Directors Report from today’s meeting. (Copy Available In The
Clerk’s Office)

OTHER COMMITTEES, BOARDS, OR COMMISSIONS

e Steve Morgan — will be attending Quad State meeting this Friday and has asked
Chip Holloway to attend if available

CITY MANAGER/EXECUTIVE DIRECTOR REPORTS

e Kurt Wilson wished Council Member Taylor happy birthday; encouraged public to
view the holocaust memorial on display in the lobby of city hall; reported status of
solid waste compliance assistance plan; asked council for feedback of January 4
council meeting due to the holiday.

o Council concurred to cancel the January 4 meeting to allow staff to
celebrate the holidays.

MAYOR AND COUNCIL COMMENTS

e Ron Carter announced formation of veterans group to support the needs of
veterans. VFW will chair the meeting and encouraged veterans to attend
meetings and voice their needs.

e Chip Holloway announced he will be absent from November 16 council meeting
to attend League of California Cities League Leaders meeting. Attended Desert
Mountain Division meeting which encouraged all cities to stay involved with
legislature. RDA hearing is November 10 at 9am on computer at CalChannel.
Report from the fair has been positive, good attendance, volunteers, plenty to
see and do, and was a great event. Fair board currently lobbying in Sacramento
for more funding.

e Jerry Taylor announced the Elks Veterans parade coming up. Appreciated
Chip’s attending the Desert Mountain Division. Looking for status of ARRA
project list for Infrastructure to forward to congressmen. Requested status report
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on budget. Asked council to discuss what needs to be done differently with the
audit, referenced sewer fund. Asked for input from staff and city manager
relative to the audit.

o Kurt Wilson responded that terms of the audit are outlined by higher
government agencies, is not uncommon to miss something such as sewer
fund. Pleased with staff work that was able to find the sewer issue and we
chose to err on the side of caution.

o Jerry Taylor stated he looks at the audit to help us find issues and would
like to see and understand the audit.

o Kurt Wilson responded that we have limited control, council has ability to
request additional audit at $80,000 but would still be a sampling of
documents.

o Jerry Taylor stated that other audits allow us to give certain areas to look
at. Also would like data on how much has been spent on parks and
recreation from RDA funds.

e Steve Morgan stated he appreciated Tyrell for arranging the first meeting in
December for budget. Mentioned he had asked off-line so as not to embarrass
staff like others try to do. Spoke on the audit being a random snapshot. If
something is found then expects the auditors to look closer at that area.
Thanked everyone who attended, worked, volunteered, or was connected to the
fair and understands the spring fair will also be improved. Also spoke about a
local business that opened improperly and didn’t do what the county and state
require but is now blaming City for their problems. Closed by reading a quote
from Susan B. Anthony.

e Jason Patin thanked Mike Lemming and the fair board for cleaning up the
fairgrounds and commented on how impressed with the changes. Thanked
waste management for update on routes. Announced Community Development
Committee topic at next meeting will be a federal lobbyist discussion. Thanked
Harris Brokke for using local sub-contractors in their expansion. Continued
discussion of the need for more funding to come to Ridgecrest, suggested staff
get with Howard Auld to provide strategic plan information. Want public to know
Council does work on these issues thru the Community Development Committee,
changes and improvements have to begin with us, can’'t expect Congress to
come here with money if we aren’t helping ourselves. Referred to cost saving
measures taken tonight such as grant writing and human resources consultants.
Council is working on the process and making progress even with limited staffing
and funding. Congratulations to Cheeto Berra on engagement.

e Jerry Taylor announced special workshop on November 7 at Kerr McGee center.

ADJOURNMENT at 7:25 pm

Rachel J. Ford, CMC, City Clerk
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CITY COUNCIL/REDEVELOPMENT AGENCY AGENDA ITEM

SUBJECT:

A Public Hearing to discuss and prioritize proposed Community Development Block Grant (CDBG) Projects
for the FY2012-13 Annual Action Plan for Community Development Programs within the County of Kern five
year Consolidated Plan. The anticipated funding for FY 2012-13 is $157,547. A Resolution of the City
Council of the City of Ridgecrest approving the Annual Action Plan for FY 2012 —13, amending the five year
plan, and authorizing the submittal of the appropriate CDBG applications.

PRESENTED BY:
Dennis Speer

SUMMARY:

A noticed Public Hearing for November 16, 2011 was established to discuss and prioritize proposed
Community Development Block Grants (CDBG) Projects for the FY 2012-13 Annual Action Plan for
Community Development Programs within the County of Kern five year Consolidated Plan. The anticipated
funding for FY 2012-13 is $157,547. Public comments are solicited and will be heard and accepted before
approval of the plan. The attached Resolution is presented to confirm the allocation of funds at the
conclusion of the Public Hearing and must be filed, along with project applications, with the County of Kern
prior to December 2, 2011.

The Consolidated Plan is a five year plan that identifies community needs, sets goals and objectives, and
provides a strategic plan for utilizing CDBG funds to address some of the identified needs within the Low to
Moderate Income (LMI) areas. It is estimated that the City of Ridgecrest will receive an annual allocation of
$154,400 in CDBG funds for the next five years. A copy of the approved plan is shown on Attachment A.

In consideration of allocated funding for the third year cycle, approximately $157,547 is available. The City
Council will be required to present a reallocation of these funds for qualified projects and programs to the
County of Kern within the appropriate third year cycle. The projects approved in the adopted CDBG Five
Year Consolidated Plan (2010-2015) are as follows:

. $75,000 Southern Sierra Boy & Girl Club.

$150,000 Kerr McGee Youth Sport Complex Improvements

. $ 75,000 GPAC Pocket Park within a LMI area

. $150,000 for ADA Wheel Chair Ramps in 05-06;

. $150,000 for Street Lights, within the LMI and high crime rate areas in 06-07
other qualified infrastructure type or programs and projects.

OAWNE

Staff recommends that listed projects 1 and 3 be funded in the third year cycle and that the five year plan be
amended as shown on Attachment B

It would be appropriate to open the public hearing, receive public comments, review and discuss projects as
may be desired and determined. A modified five (5) year plan may be presented in the future. Exhibit A
Exhibit B, and the action Resolution are attached.

FISCAL IMPACT: None
Reviewed by Finance Director

ACTION REQUESTED:
Adopt the Resolution that approves the annual action plan for FY 2012-2013, amend the five year plan, and
authorize the submittal of the CDBG application to Kern County Community Development Department.

CITY MANAGER / EXECUTIVE DIRECTOR RECOMMENDATION:

Action as requested:

Submitted by: Dennis Speer Action Date: November 2, 2011
(Rev. 6/12/09)
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RESOLUTION NO. 11-

A RESOLUTION OF THE RIDGECREST CITY COUNCIL AMENDING
THE FIVE YEAR CONSOLIDATED PLAN AND THE ADOPTING THE
FISCAL YEAR 2012-2013 ANNUAL ACTION PLAN FOR COMMUNITY
DEVELOPMENT PROGRAMS

WHEREAS, the Kern County Department of Community Development (CDBG) requires
that public comment be obtained for the Consolidated 5 year Plan and the Fiscal Year
2012-2013 Annual Action Programs; and

WHEREAS, the City Council of the City of Ridgecrest on November 2, 2011 held a duly
noticed Public Hearing for the purpose of obtaining public input and identifying unmet
needs of the community; and

WHEREAS, based on the public input received at this Public Hearing, modification of
the plan was approved as shown in Exhibit B attached hereto and made part of this
resolution; and

WHEREAS, to implement the recommended plan, CDBG Fiscal Year 2012-2013 funds,
anticipated to be approximately $157,547, was identified for specific projects.

NOW THEREFORE BE IT RESOLVED, that the City Council of the City of Ridgecrest
does hereby amend the Five Year Consolidated Plan; adopts the Fiscal Year 2012-
2013 Annual Action Plan for Community Development Programs.

APPROVED AND ADOPTED this 16™ day of November 2011, by the following vote:

AYES:
NOES:
ABSENT:

ABSTAIN:

Ronald H. Carter, Mayor

Rachel Ford, City Clerk
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Attachment A

Approved CDBG Five Year Consolidated Plan (2010-2015)

Projects- LMI Areas

Norma Street

SSB&GC
KMYSC

GPAC Pocket Park
Wheel Chair Ramps

Street Lights

Total

$772,000

10-11 11-12 12-13 13-14 14-15
Delayed & $463,200 Advanced
Reserved
$ 75,000
$ 75,000
$154,400 $154,400 $154,400 $154,400 $154,400
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Attachment B

Amended CDBG Five Year Consolidated Plan (2010-2015)

Projects- LMI Areas 10-11 11-12 12-13 13-14 14-15
Norma Street Delayed & $463,200 Advanced
Reserved
SSB&GC $ 75,000
KMYSC
GPAC Pocket Park $ 75,000
Wheel Chair Ramps
Street Lights
Total $772,000 $154,400 $154,400 $154,400 $154,400 $154,400
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Request to publish legal notice.

Attached is notice for the City of Ridgecrest CITY COUNCIL on behalf of a November 16, 2011 Public
Hearing. Please publish this notice one (1) time in the Daily Independent NO LATER THAN:
Wednesday, November 2, 2011. An affidavit of publication is required to be provided the City Clerk prior
to December 02, 2011.

Approved for publication:

Rachel J. Ford - City Clerk By:  Dennis Speer

City of Ridgecrest Director of Work Director

100 W. California Ave., Ridgecrest, CA 93555 100 W. California Ave., Ridgecrest, CA 93555
Tel: 760-499-5002 Fax: 760-499-1500 Tel: 760-499-5083

rford@ci.ridgecrest.ca.us

NOTICE IS HEREBY GIVEN THAT A PUBLIC HEARING WILL BE HELD BEFORE THE CITY COUNCIL
OF THE CITY OF RIDGECREST IN THE COUNCIL CHAMBERS OF CITY HALL, 100 W. CALIFORNIA
AVENUE, RIDGECREST, CALIFORNIA ON WEDNESDAY, NOVEMBER 16, 2011 AT 6:00 P.M. OR AS
SOON THEREAFTER AS THE MATTER MAY BE HEARD.

Community Development Block Grant funding in the amount of approximately $157,547 for FY 2012 —13:

The City Council of the City of Ridgecrest will conduct a Public Hearing to discuss and prioritize proposed
CDBG Projects for the FY 2012-13 Annual Action Plan for Community Development Programs within the
County of Kern five year Consolidated Plan. The anticipated funding for FY 2012-13 is $157,547. Public
comments are solicited and will be heard and accepted before approval of the selected projects.

The application file may be viewed by the public during normal business hours at the Office of the City
Clerk, 100 W. California Ave., Ridgecrest.


mailto:rrumbo@ci.ridgecrest.ca.us�
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CITY COUNCIL/REDEVELOPMENT AGENCY AGENDA ITEM

SUBJECT:
Approve the proposed Retroreflectivity Sign Policy & Program and authorize the Director
of Public Works to make future changes as needed.

PRESENTED BY:
Dennis Speer

SUMMARY:

One of the Federal Highway Administration’s (FHWA) primary goals is to improve safety
on the nation’s streets and highways. The nighttime fatality rate that is approximately three
times greater than that of daytime. There are many reasons for this disparity, and no one
factor can be singled out. It is, however, reasonable to expect that critical traffic signs be
visible to drivers at night to facilitate night driving.

The FHWA developed minimum maintained traffic sign retroreflectivity levels in response
to a Congressional directive in the Department of Transportation and Related Agencies
Appropriations Act, 1993 (Public Law 102-388; October 6, 1992). Section 406 of this Act
directed the Secretary of Transportation to revise the Manual on Uniform Traffic Control
Devices (MUTCD) to include a standard for minimum levels of retroreflectivity that must be
maintained for traffic signs and pavement markings, which apply to all roads open to
public travel. As part of the FHWA'’s plan to meet the Congressional directive described
above, the FHWA has outlined methods that agencies can implement to maintain
minimum traffic sign retroreflectivity levels in conformance with the MUTCD requirements.
As a result of rulemaking, agencies need to implement sign maintenance methods that
incorporate the consideration of minimum retroreflectivity levels to provide for nighttime
visibility of signs. To accomplish timely implementation of these methods, local agencies
must adopt a Retroreflectivity Sign Policy & Program.

RECOMMEND ATION
Staff recommends that the City Council approve the proposed Retroreflectivity Sign Policy
& Program and authorize the Director of Public Works to make future changes as needed.

FISCAL IMPACT:
Undetermined.
Reviewed by Finance Director

ACTION REQUESTED:
Approve the proposed Retroreflectivity Sign Policy & Program and authorize the Director
of Public Works to make future changes as needed.

CITY MANAGER / EXECUTIVE DIRECTOR RECOMMENDATION:

Action as requested:

Submitted by: Dennis Speer Action Date: November 16, 2011

(Rev. 6/12/09)
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RESOLUTION NO. 11-

A RESOLUTION OF THE RIDGECREST CITY COUNCIL APPROVING PROPOSED
RETROREFLECTIVITY SIGN POLICY & PROGRAM AS REQUIRED BY THE FEDERAL
HIGHWAY ADMINISTRATION AND AUTHORIZE THE DIRECTOR OF PUBLIC WORKS TO
MAKE FUTURE CHANGES AS NEEDED.

WHEREAS, on October 6, 1992, Congress passed the Department of Transportation and
Related Agencies Appropriations Act, 1993 (Public Law 102-388), and

WHEREAS, Section 406 of this Act directed the Secretary of Transportation to revise the
Manual on Uniform Traffic Control Devices (MUTCD) to include a standard for minimum levels
of retroreflectivity; and

WHEREAS, the Federal Highway Administration (FHWA) revised the MUTCD include this
standard, and

WHEREAS, the local agencies must comply with the MUTCD and conform to this standard, and

WHEREAS, the FHWA requires local agencies to adopt a Retroreflectivity Sign Policy &
Program, and

WHEREAS, the Public Works Director has reviewed the Retroreflectivity Sign Policy & Program,
and is recommending approval by City Council.

NOW, THEREFORE, BE IT RESOLVED, that the City Council of the City of Ridgecrest
approves the Retroreflectivity Sign Policy & Program as required by the Federal Highway
Administration (FHWA) and authorizes the Director of Public Works to make future changes as
needed.

APPROVED AND ADOPTED THIS 16" DAY OF NOVEMBER 2011 by the following vote.
AYES:

NOES:

ABSENT:

ABSTAIN:

Ronald H. Carter, Mayor

ATTEST:

Rachel Ford, City Clerk
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City of Ridgecrest

RETROREFLECTIVITY
SIGN POLICY & PROGRAM




City of Ridgecrest’s
RETROREFLECTIVITY
SIGN POLICY & PROGRAM

ESTABLISHED November 2011

FOREWORD
Signs are considered essential to communicating regulatory, warning, and guidance
information. It is critical that signs are able to fulfill this role during both daytime and
nighttime periods. The ability of a sign to fulfill its role during nighttime periods is
provided by a unique form of reflection known as “retroreflectivity.” The retroreflectivity
of signs, however, degrades as the signs age in the field. A new standard requires that
agencies maintain traffic signs to a minimum level of retroreflectivity. Various methods
can be used within an agency’s sign management processes to meet and maintain a
minimum retroreflectivity requirement for traffic signs. This policy describes Ridgecrest’s
method for maintaining traffic sign retroreflectivity that can be used to:
= Systematically identify those signs that do not meet the minimum level of
retroreflectivity.
= |nitiate activities that will upgrade signs that fall below the minimum required
levels.
= Monitor the retroreflectivity of in-place signs.
= Create procedures that will assess the need to change practices and policies to
enhance the nighttime visibility of signs.
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CHAPTER 1 INTRODUCTION

BACKGROUND

The purpose of traffic control devices and the principles for their use is for the promotion
of highway safety and efficiency by providing for the orderly movement of all road users.
Those devices notify road users of regulations, provide warning, and give guidance
needed for safe, uniform, and efficient operation of all elements of the traffic stream.
Ridgecrest has been tasked with actively managing its traffic signs and ensuring that

its traffic signs are performing as they are intended. It is generally believed that
maintaining the daytime performance of traffic signs (i.e., placement, clarity of message,
adequate sight lines, redundancy, and color) is more easily accomplished than
maintaining the nighttime performance. Nighttime performance of traffic signs can be
more difficult to maintain for a variety of reasons. One of the primary differences
between daytime and nighttime sign performance is a material property called
Retroreflection. Retroreflection is a special type of reflection that redirects incident light
(i.e., from headlights) back toward the source. In the case of highway application, traffic
signs are made with retroreflective sign sheeting material that redirects headlamp
illumination back toward the vehicle, thereby making the sign visible at nighttime to the
vehicle driver.

The nighttime visibility of traffic signs that is provided through retroreflective sign
sheeting materials is difficult to assess during daytime conditions using visual inspection
methods. Furthermore, the retroreflective properties of all sign sheeting materials
degrade over time, making signs progressively less visible (i.e., less bright) at night.
Environmental conditions, such as UV-radiation from the sun, moisture, and pollutants
cause a substantial amount of the deterioration in retroreflective performance. However,
loss of retroreflectivity can also occur due to vandalism, such as paint ball shots,
gunshots, and spray paint.

As signs degrade and become less retroreflective, their effectiveness in communicating
regulatory, warning and guidance messages to road users at nighttime diminishes to the
point that they cannot be seen or read in time for a driver to react properly. Thus, to
maintain nighttime effectiveness, signs must be replaced before they reach the end of
their useful retroreflective life. Research has led to the development of recommended
minimum maintained levels of traffic retroreflectivity for regulatory, warning, and guide
signs for currently available materials, vehicle fleet characteristics, and capabilities of
the driving population.

The Federal Highway Administration (FHWA) developed minimum maintained traffic
sign retroreflectivity levels in response to a Congressional directive in the Department of
Transportation and Related Agencies Appropriations Act, 1993 (public law 102-388;
October 6, 1992). Section 406 of this Act directed the Secretary of Transportation to
revise the Manual on Uniform Traffic Control Devices (MUTCD) to include a standard
for minimum levels of retroreflectivity that must be maintained for traffic signs and
pavement markings, which apply to all roads open to public travel. As a result of
rulemaking, Ridgecrest will need to implement sign maintenance methods that
incorporate the consideration of minimum retroreflectivity levels to provide for nighttime



visibility of signs. This document provides general information on methods for
maintaining minimum traffic sign retroreflectivity levels.

CHAPTER 2 RETROREFLECTIVITY MAINTENANCE METHODS

The FHWA has outlined maintenance methods that are intended to provide agencies,
including Ridgecrest, with a flexible means of conformance with the MUTCD
requirements for minimum retroreflectivity of traffic signs and provide protection from
potential tort claims. The establishment of minimum maintained sign retroreflectivity
levels in the MUTCD requires that agencies adopt one or more acceptable methods.
This provision was intended to assure that agencies use methods that will be effective
in maintaining nighttime visibility for their deployed traffic signs. In order to minimize the
risk to an agency of being found negligent in meeting the requirements for minimum
traffic sign retroreflectivity, a sign maintenance program must be provided in order to
ensure the nighttime visibility of signs.

DEFINITIONS OF MAINTENANCE METHODS
The following accepted methods are described in greater detail in this report.

* Nighttime Visual Inspection. The retroreflectivity of an existing sign is assessed by a
trained sign inspector following a formal visual inspection procedure from a moving
vehicle during nighttime conditions. Signs that are visually identified by the inspector to
have retroreflectivity below the minimum levels should be replaced.

* Measured Sign Retroreflectivity. Sign retroreflectivity is measured using a
retroreflectometer. Signs with retroreflectivity below the minimum levels should be
replaced.

* Expected Sign Life. The installation date is labeled or recorded when a sign is
installed, so that the age of any given sign is known. The age of the sign is compared to
the expected sign life. The expected sign life is based on the

retroreflectivity degradation in a geographic area. Signs older than the expected life
should be replaced.

* Blanket Replacement. All signs in an area/corridor or of a given type are replaced

at specified intervals. This eliminates the need to assess retroreflectivity or track the life
of individual signs. The replacement interval is based on the expected sign life for the
shortest-life material used in the area/corridor or on a given sign type.

* Control Signs. Replacement of signs in the field is based on the performance of a
sample set of signs. The control signs might be a small sample located in a
maintenance yard or a selection of signs in the field. The control signs are monitored to
determine the end of retroreflective life for the associated signs. All signs represented
by a specific set of control signs should be replaced before the retroreflectivity levels of
the control signs reach the minimum retroreflectivity levels. A sign management system
could also be used as one of the evaluation methods. However, an evaluation method is
a tool that supports a sign management system. A sign management system does not



provide a means for evaluating nighttime sign visibility; it provides a means of managing
information from one or more evaluation systems used to predict when a sign should be
replaced. The sign retroreflectivity maintenance methods described above are divided
into two groups, assessment methods and management methods, as noted in the
following table. Agencies have flexibility to adapt these methods for maintaining sign
retroreflectivity into existing sign management processes or may upgrade their sign
management process by incorporating an approved maintenance method.

Retroreflectivity Maintenance Methods
Nighttime Visual Inspections
Retroreflectivity Measurements

Assessment Methods Management Methods
Expected Sign Life

Blanket Replacement

Control Signs

COMBINING MAINTENANCE METHODS

Combinations of two or more methods may be viable for some agencies. One possible
combination is the use of a management method with both daytime and nighttime visual
inspections. The expected life of a sign is a management method and is based on the
age and degradation of the sheeting types used. This management method in
combination with daytime visual inspections may allow an agency to track how many
signs they have, how old they are, and where they are located. It also provides field
crews with a list or summary of deployed signs that can be easily used to note for sign
replacements or repairs when conducting nighttime visual inspections. Combining the
expected sign life management method with both daytime and nighttime visual
inspections is one example of adapting methods that meet an agency’s needs.

OBJECTIVES OF SIGN RETROREFLECTIVITY MAINTENANCE METHODS

The intent of the methods is to provide a systematic means for agencies to maintain
traffic sign retroreflectivity at or above the minimum levels. The FHWA has determined
that agencies that use an approved method to maintain traffic sign retroreflectivity are in
conformance with the minimum maintained retroreflectivity requirements established in

the MUTCD. Substantial conformance with the MUTCD Section 2A.09 is achieved by
having a method in place to maintain the minimum retroreflectivity levels. Conformance
does not require or guarantee that every individual sign will meet or exceed the
minimum retroreflectivity levels at every point in time. Regardless of which maintenance
method is adopted by an agency, documentation of the sign management process is
important in assisting agencies to achieve conformance with the MUTCD standard to
maintain minimum retroreflectivity levels of traffic signs. Written procedures ensure that
agency personnel properly follow the selected method, while maintenance records
provide the agency with a systematic process for sign replacements and justification for
the allocation of limited resources. As long as an agency has a reasonable method in



place to manage or assess its signs and establishes a reasonable schedule for sign
replacement as needed, the agency will be deemed to be in conformance.

CHAPTER 3 ASSESSMENT METHODS

VISUAL NIGHTTIME INSPECTIONS

Visual inspections are perceived to be the most likely means to find nighttime visibility
problems with signs. Using this approach, it is possible to assess more than just the
retroreflectivity of a sign. Damage, obstructions, poor placement, and other factors that
might detract from the nighttime visibility of the sign can be observed. The MUTCD
currently includes language that encourages agencies to undertake periodic daytime
and nighttime visual inspections. Many agencies already perform some type of periodic
sign inspection, although not all inspections are performed at nighttime. This method
requires a minimal investment of resources on the part of the agency, although there is
a need for a record-keeping system for inspection data and the potential for higher labor
costs where overtime pay is required. While visual inspections will reveal night visibility
problems not discernable under any other method, they are subjective and hence more
difficult to tie to a benchmark value of retroreflectivity. Agencies using visual inspections
must establish procedures to provide consistency in inspections. This implies the need
for training programs and certification of inspectors to assure consistency of
inspections. Inspection procedures should address the type of vehicle used, type of
headlamps on the inspection vehicle, headlamp aiming, and age and visual acuity of the
inspector(s).

Concerns

One concern associated with nighttime visual inspections is that it is the most subjective
of all the methods. Another concern is funding overtime pay to conduct the inspections
during late-evening or early-morning hours. It is also important that inspectors are
properly trained.

MEASURED SIGN RETROREFLECTIVITY

In general there are two ways that sign retroreflectivity can be measured in the field:
with hand-held contact instruments or with non-contact instruments. Contact
instruments require the measurement device to be in physical contact with the sign
surface. Non-contact instruments, which measure the retroreflectivity from a distance,
include both a hand-held device and vehicle-based systems. The use of the
measurement method as an exclusive process to maintain sign retroreflectivity has not
historically appealed to agencies.

Concerns
The main concern with the measured sign retroreflectivity method is that retroreflectivit
only accounts for one aspect of a sign’s appearance. Other factors should be



considered when determining whether or not a sign is adequate for continued use at a
particular location. These factors include ambient light levels, presence of glare, location
relative to the road, and the complexity of the visual background. A sign that is
acceptable in a rural environment may not be acceptable in a complex urban
environment.

Another concern with this method is the amount of time it takes to measure the
retroreflectivity of a traffic sign using hand-held devices. Given the current methods and
technology available to obtain a sign’s retroreflectivity, the time commitment required to
take retroreflectivity readings of all signs within an agency’s jurisdiction may be labor
intensive and cost prohibitive.

CHAPTER 4 MANAGEMENT METHODS

EXPECTED SIGN LIFE

In this method, signs are replaced before they reach the end of their expected service
life. The expected service life is based on the time required for the retroreflective
material to degrade to the minimum retroreflectivity levels. The expected service life of a
sign can be based on sign sheeting warranties, test deck measurements, measurement
of signs in the field (control signs) and measurement of signs taken out of service, or
information from other agencies. The key to this method is being able to identify the age
of individual signs.This is often accomplished by placing a sticker or other label on the
sign that identifies the year of fabrication, installation, or planned replacement or by
recording the date of installation in a sign management system. Various approaches or
algorithms can be used to trigger an indication of the need to replace a sign. For
example, one software system uses sign material type, color, age, and direction the
sign faces in a model that predicts the level of retroreflectivity at any point in time. When
the minimum levels are approached, the sign is flagged for replacement. The process
must, however, be geared to flag signs that need replacement early enough to assure
that the process of physical replacement can be completed before the signs drop below
the minimum retroreflectivity levels.

Concerns

The main concern with this method is that there is little data on how different types of
sheeting deteriorate over time in a given climate. It can be a complex process to
determine how long signs of a certain sheeting type and color will last in a given region
of the country. Also, there are no definitive results on the role that the orientation of the
sign face plays in the deterioration of the sign and whether or not signs facing different
directions deteriorate at significantly different rates. While there have been many
studies, these studies do not come to the same conclusions about the relationship
between sign face orientation and deterioration rates. One of the easiest ways to assign
expected sign life to retroreflective sheeting materials is to use the manufacturer’s
warranty. However, these warranties obviously include a certain factor of risk on the
part of the manufacturer and therefore are often conservative. They also vary
depending on the region of the country. In general, however, it can be expected that



retroreflectivity sheeting materials will have a warranty provided for the ASTM Type
designated materials as shown in the following table. Additional information on sign
sheeting durability can be found in several research reports.

Typical Warranty Life

ASTM D4956 Type Years of Warranty*
land Il 7

Il and IV 10

VII, VI, IX, X 12

*May be different for fluorescent materials

BLANKET REPLACEMENT

The blanket replacement method is essentially the expected sign life method executed
on a spatial or strategic basis. On the spatial basis, all the signs in a specific area or
corridor get slated for replacement at the same time, when the effective service life is
reached. On a strategic basis, all the signs of a specific type get slated for replacement
at the same time. Depending on the size of the jurisdiction, it may be possible to plan
sign replacements that consider both geographic and strategic criteria. The blanket
replacement is being used by various agencies around the country such as the City of
Glendale, AZ. This method is probably the simplest of the management methods in that
tracking the age of individual signs, either by physical labeling or in a database, is not
necessary. It is only necessary to maintain a record of when the blanket actions were
undertaken and when they need to be repeated. Usually this method is repeated after a
set number of years, depending on the expected life of the signs.

Concerns

One of the issues with this method is that the replacement times can vary depending on
the region of the country in which the agency is located, or even across a jurisdiction for
large agencies. The replacement time also depends on the types of sheeting that are
used to make the agency’s traffic signs. Therefore, an agency needs to have relevant
data on the in-service life of all the sheeting materials it has in the field. Another concern
is that this method potentially wastes resources by removing signs before their useful
life has been reached. This is particularly true where signs have been added or
replaced in an area after the last replacement cycle. When the replacement cycle
comes around, these signs will be replaced regardless of their age. They can be reused
if handled properly, but that would require that each sign that is replaced be inspected
to determine the amount of useful sign life remaining.

CONTROL SIGNS

The control sign method is based on measurements made of a subset of signs that
represent an agency’s inventory. The subset of signs represents a population of signs
made with the same material for which the retroreflectivity performance over time is
monitored by actual measurements. As the retroreflectivity levels of the control signs
approach the minimum levels, it triggers action to begin replacement of the entire
associated population. The control signs can be located at one or more of the agency’s
maintenance yards or can be traffic signs that are deployed at various locations in the



jurisdiction. The control signs are measured periodically to monitor actual degradation of
retroreflectivity. This method requires only the management of the control sign
information and the retroreflectivity measurements of those signs over time.

Concerns

The effectiveness of this method is dependent upon the size of the control sign sample.
The larger the sample, the better the estimation of the retroreflectivity levels of the sign
populations it represents. There is no specific guidance on the number or percentage of
the population the sample represents. However, a minimum of three signs per type of
sheeting and color should be monitored. Another question relates to how often a set of
control signs is needed. Each new sign material or deployment of a major product order
would warrant a set of control signs, as there are likely to be differences in
retroreflectivity performance. Another consideration is how often control signs should be
checked for their retroreflectivity levels and appearance. If the time interval between
measurements is too short, then this may needlessly waste time and personnel
resources. On the other hand, if the time interval is too long, signs may be left in the
field that are not adequate for continued use and may pose as a possible safety risk. An
annual inspection of the signs, including retroreflectivity measurements, may be
appropriate.

CHAPTER 5. RIDGECREST'S APPROVED MAINTENANCE METHOD

NIGHTTIME VISUAL INSPECTION METHOD AND THE MEASURED SIGN
RETROREFLECTIVITY METHOD

After review of the various methods proposed for sign maintenance, Ridgecrest has
approved a combined approach for sign retroreflectivity maintenance utilizing, both, the
Nighttime Visual Inspection method and the Measured Sign Retroreflectivity method .
These methods are simple, easy to implement and allow for the most cost effective
approach to sign maintenance.

Specifications

- Currently, the two most commonly used sheeting for signs (that meet the
retroreflectivity standards) are the High Intensity Prismatic (HIP) reflective sheeting and
the Diamond Grade quality. It appears that the extra cost of the Diamond Grade does
not significantly increase the expected life of the sign. Therefore, Ridgecrest will
purchase HIP grade signs.

- It is expected that each sign will have a date strike attached to mark the date placed in
service.

Timeline

- It is expected that sign replacement will begin in the 2012 calendar year and that all
signs in the City will be updated within 3 years.

- The expected life of HIP signs is 10 years. Therefore, it would be expected that signs
would again be replaced, beginning in 2022, on a field review basis.



Staff’s sign inventory/recommended action

- The current year’s budget provides for consulting services for assistance in the review
of all signs within Ridgecrest and a recommendation on either replacement or removal
of existing signs or placement of new signs. Ridgecrest will follow the general
recommendations of the consultant, but will reserve the right to make decisions
regarding individual signs within the City. A copy of the consultant’'s report will be
available on the City’s website.

REFERENCES

Ridgecrest's Retroreflectivity Sign Policy relies heavily on Publication #FHWAHRT-
08-026 of the U.S. Department of Transportation, Federal Highway Administration
and in many cases quotes that publication verbatim.
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CITY COUNCIL/REDEVELOPMENT AGENCY AGENDA ITEM

SUBJECT:
A resolution to approve a summary street right of way vacation on Downs Street and
authorize the Mayor to execute this resolution and for the City Clerk to record.

PRESENTED BY:
Dennis Speer, Director Public Works

SUMMARY:

The City of Ridgecrest has received a request to vacate a portion of excess street right of
way along Downs Street at Baatan Ave. Mr. & Mrs. Ladd, ( Lot 1, Tract 2589, 837
Baatan) made a formal request for the vacation of right of way, paid the required fees and
retained a professional Land Surveyor to prepare the legal description and exhibit. The
excess right of way would be vacated adjacent to Lot 1 of Tract 2589.

Staff has consulted with legal counsel on the process. Staff has followed legal counsel’s
process for the summary vacation procedure for vacating excess right of way. All utility
companies and interested parties were solicited for comment. No utilities or utility
easements occupy the excess right of way. Down’s Street improvements are fully
constructed and the remaining right of way of 110’ meets the General Plan requirements
for an arterial corridor. No public street improvements occupy the excess right of way.
Staff reviewed the attached legal description and exhibit and found them to be
acceptable.

Staff determined that the right of way is in excess, summary vacation procedures were
satisfied, and documents are acceptable. Staff recommends that the right of way be
vacated. The Planning Commission at its October 25" meeting reviewed the vacation
request and approved the recommendation for City Council to approve the vacation, the
Mayor to execute the resolution, and directs the City Clerk to record it.

FISCAL IMPACT: None
Reviewed by Finance Director:

ACTION REQUESTED:

Adopt the resolution that approves the summary vacation of excess right of way on Downs
Street and authorizes the Mayor to execute the attached resolution and have the City
Clerk record.

CITY MANAGER / EXECUTIVE DIRECTOR RECOMMENDATION:

Action as requested:

Submitted by: Dennis Speer Action Date: November 16, 2011

(Rev. 6/12/09)
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RESOLUTION NO. 11-

A RESOLUTION OF THE CITY COUNCIL
OF THE CITY OF RIDGECREST
SUMMARILY VACATING A RIGHT-OF-WAY

BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY OF RIDGECREST as
follows:

1. Purpose and Scope.

This resolution is adopted for the purpose of summarily vacating the right of way described
below under the authority of Chapter 4 of Part 3 of Division 9 (commencing with Section 8330) of
the Streets and Highways Code.

2. Description of Right-Of-Way.
The right-of-way which is vacated pursuant to this resolution, hereinafter “subject right-of-
way,” is described on Exhibit “A”, attached hereto and hereby incorporated by this reference.

3. Findings.
The City Council finds, determines and declares:
(a) The subject right-of-way is not required for City purposes and is excess to
the City's needs;
(b) The disposition of the subject right-of-way is consistent with the general
plan of the City; and
© The disposition of the subject right-of-way will not be accompanied by any
significant adverse environmental impacts.

4. Vacation.
(a) From and after the date this resolution is recorded, the subject right-of-
way no longer constitutes a right-of-way of the City.
(b) The City Clerk shall cause a certified copy of this resolution attested by the
City Clerk under seal to be recorded, without acknowledgment, in the office of the Kern County
Recorder.
(©) Upon recordation, the vacation is complete.

PASSED, APPROVED AND ADOPTED on , 2011, by the following

vote:

AYES:
NOES:
ABSENT:
ABSTAIN:

Ron H. Carter, Mayor
ATTEST:

Rachel Ford, City Clerk

(SEAL)

RC\Reso\RESOLUTION NO 11- VACATION OF DOWNS
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EXHIBIT A
LEGAL DESCRIPTION

THAT PORTION OF THE PUBLIC RIGHT OF WAY LOCATED IN THE SOUTHWEST QUARTER
OF THE NORTHWEST QUARTER OF SECTION 9, TOWNSHIP 27 SOUTH, RANGE 40 EAST,
M.D.B.M., IN THE CITY OF RIDGECREST, BEING WEST OF LOT 1, OF TRACT 2589 AS
RECORDED IN BOOK 12 OF MAPS AT PAGE 143 O.R., ON MARCH 1st, 1962, IN THE
OFFICE OF THE COUNTY RECORDER, COUNTY OF KERN, STATE OF CALIFORNIA, MORE
PARTICULARLY DESCRIBED AS FOLLOWS:

BEGINNING AT THE NORTHEAST CORNER OF SAID LOT 1, OF TRACT 2589, ALSO BEING

30 FEET SOUTH OF THE CENTERLINE OF BATAAN STREET, THENCE; S89°43'15"W ALONG
SAID SOUTHERLY RIGHT—OF—-WAY OF BATAAN STREET, A DISTANCE OF 79.34 FEET TO THE
TRUE POINT OF BEGINNING, AND THE BEGINNING OF A CURVE CONCAVE TO THE SOUTHEAST
HAVING A RADIUS OF 25 FEET, THENCE; SOUTHWESTERLY ALONG SAID CURVE,THROUGH

A CENTERAL ANGLE OF 88'15'34" AND A LENGTH OF 38.51 FEET TO THE END OF THE
CURVE, AND A POINT OF TANGENCY ON THE WESTERLY LINE OF SAID LOT 1, THENCE;
S1°27°41"W, A DISTANCE OF 110.71 FEET TO THE SOUTHWEST CORNER OF SAID LOT 1,
ALSO BEING THE SOUTHWEST CORNER OF SAID TRACT 2589. THENCE; S$S89°43'11"W A
DISTANCE OF 36.00 FEET TO A POINT 59.00 FEET EAST OF THE CENTERLINE OF DOWNS
STREET, BEING THE WEST LINE OF SAID SECTION 9, THENCE; N1°27'41"E PARALLEL WITH
SAID CENTERLINE OF DOWNS STREET, N1°27'41"E A DISTANCE OF 109.965 FEET TO A
ANGLE POINT, THENCE; N45°35'28"E, A DISTANCE OF 35.89 FEET TO A POINT 30 FEET
SOUTH OF THE CENTERLINE OF BATAAN STREET, THENCE; N89°43'15"E A DISTANCE OF
35.26 FEET, TO THE TRUE POINT OF BEGINNING.

END OF DESCRIPTION.
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CITY COUNCIL/REDEVELOPMENT AGENCY AGENDA ITEM

SUBJECT:

Redevelopment Agency Owner Participation Agreement (OPA) approval and modification from the
Letter of Commitment for AMG Senior and Market Rate Housing, 901 and 929 W. Church.

APN 508-020-13 & 12

PRESENTED BY:
James E. McRea

SUMMARY:

The Redevelopment Agency staff is requesting discussion and authorization to negotiate and
approve an Owner Participation Agreement (OPA) for the development of a 32 Unit Senior Citizen
Residential Apartment complex and a separate two phased (16) & (16), 32 Unit Professional
(Market-Rate) Apartment Complex on 4.6 acres with two lots of record; located on property zoned
R-4, (Multi-Family Residential) at the SW corner of Downs Street and Church Ave; APN:508-020-
13 & 508-020-12. The Agency is requested to provide $2.5 million dollars of set aside funding and
$500,000 of RDA funding as a residual precedes loan with a 40 year term and with a 15/16 year
refinancing. The Senior Housing project was approved by the California Tax Credit Allocation
Committee. The separate two phased (16) & (16), 32 Unit Professional (Market-Rate) Apartment
Complex is being required to be constructed at the same time and funded by the developer.
Special Counsel has provided a mechanism to assure completion.

The Owner Participation Agreement (OPA) is required and to be entered into as of November 16,
2011 by and between the RIDGECREST REDEVELOPMENT AGENCY, (the “Agency”), and
(the “Owner”).

It would be appropriate to consider the modifications and proposals of the developer, amend or
adopt the OPA, as move forward with the projects. Several attachments are provided for
background and reference.

FISCAL IMPACT:
Utilization of RRA funding. Both Funds 9 and 19.

Reviewed by Finance Director

ACTION REQUESTED:
Appropriate discussion and direction to Agency staff. Motion to approve the OPA and required
assurances.

CITY MANAGER / EXECUTIVE DIRECTOR RECOMMENDATION:
Review and Comment :

Submitted by: James McRea Action Date: 11-16-11
(Rev 6-12-09)
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OWNER PARTICIPATION AGREEMENT
(Southwest Corner of Down Street and Church Avenue)

by and between

RIDGECREST REDEVELOPMENT AGENCY,
a public body, cor porate and palitic,

and

RIDGECREST PACIFIC ASSOCIATES,
a Californialimited partner ship
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OWNER PARTICIPATION AGREEMENT
(Southwest Corner of Down Street and Church Avenue)

This OWNER PARTICIPATION AGREEMENT (“Agreement”), dated for purposes of
identification only as of , 2011, is entered into by and between RIDGECREST
REDEVELOPMENT AGENCY, a public body, corporate and politic (“Agency”), and
RIDGECREST PACIFIC ASSOCIATES, a California limited partnership (“Developer”).

RECITALS

The following recitals are a substantive part of this Agreement.

A Agency is a public body, corporate and politic and a California redevelopment
agency acting under the California Community Redevelopment Law, Part 1 of Division 24,
Section 33000, et seq., of the Health and Safety Code (“Act”).

B. The Redevelopment Plan for the Ridgecrest Redevelopment Project (herein, the
“Redevelopment Project”) was adopted by the City Council of the City of Ridgecrest (“City”) by
Ordinance Nos. 86-37 on November 19, 1986 (and, as subsequently amended, is referred to herein as
the “Redevelopment Plan”).

C. The Site is owned by the Developer and is comprised of approximately 4.6 acres
located at the southwest corner of Down Street and Church Avenue and identified as Assessor’s
Parcel No. 508-020-12 and Assessor’s Parcel No. 508-020-13 as shown on the Site Map (the “Site”).
The Site is owned by the Developer.

D. The Developer proposes to construct and operate on the Site an apartment project
housing Senior Citizens comprised of thirty-two (32) units with the following affordability
restrictions:

2010 Rents Tar geted
Unit Type & Number % of Area Median
Income [Adjust for 20117]

3 1 Bedroom 30%

9 1 Bedroom 50%

11 1 Bedroom 55%

3 1 Bedroom 60%

1 2 Bedrooms 30%

2 2 Bedrooms 50%

2 2 Bedrooms 55%

1 2 Bedrooms Manager’s Unit

E. Agency receives tax increment revenues pursuant to Section 33670(b) of the Act and

is required to deposit not less than twenty percent (20%) of the tax increment revenues allocated to
Agency into Agency’s Low and Moderate-Income Housing Fund (“Housing Fund”) pursuant to
Sections 33333.10, 33333.11, 33334.2 and 33334.6 of the Act and to use such funds in order to
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increase, improve, and preserve the community’s supply of low and moderate-income housing
available at an affordable housing cost.

F. Agency is authorized and empowered under the Act to provide funding for the
production, improvement, or preservation of affordable housing including the construction of new
apartments housing Senior Citizens and appurtenant improvements with tax increment revenues from
the Agency’s Housing Fund.

G. In furtherance of the objectives of Agency and City to expand and improve the supply
of affordable housing for Very Low and Low Income Households, to develop viable urban
communities by providing decent, safe housing and a suitable living environment, and to expand
economic opportunities for persons of Very Low and Low Income, Agency has previously agreed by
Letter Agreement dated March 23, 2011 to provide a loan to the Developer in the principal amount of
Three Million Dollars ($3,000,000) (the “Agency Loan”) of which Two Million, Five Hundred
Thousand Dollars ($2,500,000) will come from the Housing Fund and the balance of Five Hundred
Thousand Dollars ($500,000) from the Agency general funds (provided that the source of all Agency
Loan funds shall be tax increment and not bond funds) for the construction and long term operation
of an affordable apartment project housing Senior Citizens in accordance with the terms of this
Agreement.

H. Capitalized terms used in this Agreement are defined in these Recitals and in
Section 100, et seq.

I Developer is experienced in the construction, development, operation and
management of high quality housing for Senior Citizens which is affordable to persons and families
of Low to Moderate Income, including Very Low Income Households in California.

J. Developer desires to: (i) develop the Site with the “Project,” consisting of thirty-two
(32) apartment units and parking and community facilities, for rental to and occupancy by Senior
Citizens who are qualified Very Low and Low Income Households, of which one (1) unit will be
occupied by on-site management staff (which unit shall be unrestricted as to income, but the rent
charged, if any, for such manager’s unit shall be restricted to an Affordable Rent for a Low Income
Household), (ii) borrow an amount described in Section 501 for the development of the Project at the
Site from Agency (“Agency Loan”), which Agency Loan shall be repaid from sixty percent (60%) of
the Residual Receipts (defined below) all due and payable on the fifty-fifth (55th) anniversary date,
plus twenty percent (20%) of the Cash Flow from the operation of the Project after the principal and
accrued interest is repaid, and (iii) operate the Project as affordable housing throughout the
Affordability Period pursuant to the requirements of this Agreement.

K. Developer (as “Applicant” to TCAC) has heretofore submitted an application to
TCAC (“Application”) to obtain an allocation of federal nine percent (9%) Low Income Housing Tax
Credits (“Tax Credits”) for the Project. The allocation of 9% Tax Credits has been granted to the
Project and Developer by TCAC.

L. The Project is vital to and in the best interest of the City of Ridgecrest and the health,

safety and welfare of its residents, and is in accordance with the public purposes of applicable state
and local laws and requirements.
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NOW, THEREFORE, for and in consideration of the mutual promises, covenants, and
conditions herein contained, the parties hereto agree as follows:

100. DEFINITIONS

101. Defined Terms. The defined terms set forth in this Section 101 shall be used to
interpret this Agreement and all attachments hereto except to the extent such terms are otherwise
defined in the attachments hereto.

“Act” shall mean the California Community Redevelopment Law, Health and Safety Code
Section 33000, et seq., as the same may from time to time be amended.

“Affiliate” shall mean any person or entity directly or indirectly, through one or more
intermediaries, controlling, controlled by or under common control with Developer, which shall
include each of the constituent partners or members of Developer’s limited partnership. The term
“control,” as used in the immediately preceding sentence, means, with respect to a person that is a
corporation, the right to exercise, directly or indirectly, at least 50% of the voting rights attributable
to the shares of the controlled corporation, and, with respect to a person that is not a corporation, the
possession, directly or indirectly, of the power to direct or cause the direction of the management or
policies of the controlled person.

“Affordability Period” shall mean the not less than fifty-five (55) year duration of the
affordable housing and operational covenants, conditions, restrictions, and requirements which are
set forth in Section 403 of this Agreement, and the Regulatory Agreement.

“Affordable Rent” shall mean the maximum amount of out-of-pocket housing cost to be
charged monthly by Developer and paid by each of the eligible Very Low and Low Income
Households for each of the Housing Units the Project as determined and calculated pursuant to the
affordable rent and income limitations according to the Act and the Health and Safety Code
Regulatory Agreement applicable to the Project, in accordance with Section 402. For purposes of
Affordable Rent, the monthly housing payment shall mean the total of monthly payments by each
tenant household (inclusive of any and all payments attributable to other rental subsidies, or other
public subsidies by a local housing authority or any other local, state, or federal governmental
agency) for use and occupancy of a Housing Unit and facilities associated therewith, including a
reasonable allowance for utilities for an adequate level of service, as set forth in more detail in
Section 402 hereof.

“Agency” shall mean the Ridgecrest Redevelopment Agency, a public body, corporate and
politic, exercising governmental functions and powers and organized and existing under the Act, and
any assignee of or successor to its rights, powers and responsibilities.

“Agency Deed of Trust” shall mean the deed of trust for the Project, in substantially the form
attached hereto as Attachment No. 15 and incorporated herein. The Agency Deed of Trust shall be
executed by Developer in favor of Agency and recorded against the Site at the Closing, and shall
secure repayment of the Agency Loan.

“Agency Loan” shall mean the principal amount of Three Million Dollars ($3,000,000),

which shall be funded solely from tax increment revenues and not from bond proceeds and shall be
subordinate to the Primary Loan. The Agency Loan shall be evidenced by an Agency Promissory
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Note and secured by an Agency Deed of Trust, which shall be recorded against the Site, and secured
by Developer’s interest in the Site. Developer shall repay the Agency Loan by making annual
payments equal to sixty percent (60%) of the Residual Receipts (defined below) all due and payable
on the fifty-fifth (55th) anniversary date, plus twenty percent (20%) of the Cash Flow after
repayment of the principal and accrued interest.

“Agency Promissory Note” shall mean the Agency Promissory Note in substantially the form
attached hereto as Attachment No. 14 and incorporated herein, which shall evidence Developer’s
obligation to repay the Agency Loan for the Project.

“Agreement” shall mean this Owner Participation Agreement, including all attachments
hereto, between Agency and Developer.

“Annual Financial Statement” shall mean the certified financial statement of Developer for
the Project using generally accepted accounting principles (“GAAP”) for the Project, including
Operating Expenses and Annual Project Revenue, prepared at Developer’s expense, by an
independent certified public accountant reasonably acceptable to Agency, as well as the Cash Flow
Report and the Residual Receipts Report, the form of which is attached hereto as Attachment No. 4.
Each Annual Financial Statement submitted by Tenant shall include a statement and certification
(and supporting documentation) of the total amount of the Developer Fee for the Project, along with
the cumulative amount thereof paid to date and the amount thereof paid within the applicable
reporting year as reported and certified in the Annual Financial Statement. As and when requested
by Agency and/or Executive Director, along with and as a part of the Annual Financial Statement,
Cash Flow Report, and Residual Receipts Report, Developer shall submit true, legible, and complete
copies of the source documentation supporting the Annual Financial Statement, the Cash Flow
Report and the and Residual Receipts Report.

“Annual Project Revenue” shall mean all gross income and all revenues of any kind from
the Project in a calendar year, of whatever form or nature, whether direct or indirect, with the
exception of the items excluded below, received by, paid to, or for the account or benefit of
Developer or any Affiliate of Developer or any of their agents or employees (provided, in no event
shall amounts counted as Annual Project Revenue be double counted if paid by a Developer to one or
more of its Affiliates), from any and all sources, resulting from or attributable to the operation,
leasing and occupancy of the Project, determined on the basis of GAAP applied on a consistent basis,
and shall include, but not be limited to: (i) gross rentals paid by tenants of the Project under leases,
and payments and subsidies of whatever nature, including without limitation any payments, vouchers
or subsidies from any other person or organization, received on behalf of tenants under their leases;
(if) amounts paid to Developer or any Affiliate of Developer on account of Operating Expenses for
further disbursement by Developer or such Affiliate to a third party or parties, including, without
limitation, grants received to fund social services or other housing supportive services at the Project;
(iii) late charges and interest paid on rentals; (iv) rents and receipts from licenses, concessions,
vending machines, coin laundry, and similar sources; (v) other fees, charges, or payments not
denominated as rental but payable to Developer in connection with the rental of office, retail, storage,
or other space in the Project; (vi) consideration received in whole or in part for the cancellation,
modification, extension or renewal of leases; and (vii) interest and other investment earnings on
security deposits, reserve accounts and other Project accounts to the extent disbursed.
Notwithstanding the foregoing, Annual Project Revenue shall not include the following items:
(a) security deposits from tenants (except when applied by Developer to rent or other amounts owing
by tenants); (b) Agency Loan proceeds, Primary Loan proceeds, any other construction loan proceeds
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and any loan proceeds received at conversion to permanent loan not exceeding gross proceeds from
loan secured for construction purposes; (c) capital contributions to Developer by its members,
partners or shareholders; (d) condemnation or insurance proceeds; (e) there shall be no line item,
expense, or revenue shown allocable to vacant unit(s) at the Project; (e) receipt by an Affiliate of
management fees or other bona fide arms-length payments for reasonable and necessary Operating
Expenses associated with the Project.

“Application” and “Applications” shall mean, individually and collectively, Developer’s
Tax Credit applications submitted to TCAC to obtain an allocation of 9% Tax Credits for the Project,
and/or such other financing as may be applied for pursuant to Section 310. All Applications
submitted by Developer shall be consistent with the terms of this Agreement.

“Applicable Federal Rate” shall mean the interest rate set by the United States Treasury
from time to time for the purpose of determining applicable Low Income Housing Tax Credit interest
rates. The Applicable Federal Rate is published by the Internal Revenue Service in monthly revenue
rulings.

“Area Median Income” and “AMI” shall mean the area median household income set forth
for each county in California (and for this Agreement for Kern County), as annually set forth by
regulations of HCD.

“Audit” is defined in Section 311.

“Capital Replacement Reserve” shall mean a separate reserve fund account to be established
upon closing of the permanent Primary Loan for the Project and maintained by Developer separately
for the Project in accordance with Section 410. The non-availability of funds in the Capital
Replacement Reserve does not in any manner relieve or lessen Developer’s obligation to undertake
any and all necessary capital repairs and improvements and to continue to maintain the Project in the
manner prescribed herein. Upon written request of Agency, but not more than once per year,
Developer, at its expense, shall submit to Agency Executive Director an accounting for the Capital
Replacement Reserve for the Project. Capital repairs to and replacement of the Project shall include
only those items with a long useful life, including without limitation the following: carpet and drape
replacement; appliance replacement; exterior painting, including exterior trim; hot water heater
replacement; plumbing fixtures replacement, including tubs and showers, toilets, lavatories, sinks,
faucets; air conditioning and heating replacement; asphalt repair and replacement, and seal coating;
roofing repair and replacement; landscape tree replacement; irrigation pipe and controls replacement;
sewer line replacement; water line replacement; gas line pipe replacement; lighting fixture
replacement; elevator replacement and upgrade work; miscellaneous motors and blowers; common
area furniture and planters replacement; and common area repainting.

“Cash Flow” shall mean Annual Project Revenue less Debt Service.

“Cash Flow Report” shall mean

“City” shall mean the City of Ridgecrest, a California municipal corporation and charter city.
The City is not a party to this Agreement and shall have no obligations hereunder; provided,
however, City is an intended third-party beneficiary of the covenants and restrictions, as well as the
enforcement rights (without any obligation), set forth in this Agreement.
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“Closing” shall mean the close of escrow for the Agency Loan.

“Closing Date” shall mean, for the Agency Loan, the date the Agency Deed of Trust and
Regulatory Agreement are recorded against the Site as more specifically set forth in Section 206.4
hereof.

“Completion Guaranty” shall mean the Completion Guaranty in substantially the form
attached hereto as Attachment No. 3 and incorporated herein. The Completion Guaranty shall be
executed by the Guarantor and delivered to the Agency as a Condition Precedent to the Closing..

“Conditions Precedent” shall mean the conditions precedent to the execution, effectiveness
and commencement of the Agency’s obligation to make the Agency Loan, as set forth in
Section 207, et seq.

“Construction Contract” shall mean each and every contract between Developer, the
General Contractor, and/or any Subcontractor for the construction of the Project, or any part thereof,
including construction of any on-site or off-site improvements included in the Scope of
Development, the Entitlement approved by the City, and the Development Plans. The Construction
Contract between Developer and the General Contractor shall be for a fixed fee to complete all work
to be performed or caused to be performed by the General Contractor under such Construction
Contract. The Construction Contract shall be reviewed and reasonably approved (or disapproved) by
Agency Executive Director.

“Construction Drawings” shall mean the construction plans and drawings to be submitted
and approved by Agency for the Project, as set forth in Section 302.3 hereof.

“Cost Savings” shall mean Developer’s obligation to pay any resulting cost savings for the
Project to Agency to the extent any cost savings are available upon completion of construction of the
Project as more fully set forth in Section 311.

“County” shall mean the County of Kern, California.

“CPI” shall mean the United States Department of Labor, Bureau of Labor Statistics,
Consumer Price Index for Urban Wage Earners and Clerical Workers, Subgroup “All Items,” for the
Los Angeles-Costa Mesa-Riverside area, 1982 — 84 = 100, or successor or equivalent index in case
such index is no longer published. CPI adjustments under this Agreement shall commence not
earlier than one year following the issuance of the final certificate of occupancy for the Project.

“Debt Service” shall mean payments made in a calendar year pursuant to the approved
Primary Loan for construction/development and operation of the Project pursuant to Section 310.

“Default” or “Event of Default” shall mean the failure of a party to perform any action or
comply with any covenant required by this Agreement, including the attachments hereto, within the
time periods provided herein following notice and opportunity to cure, as set forth in Section 601
hereof.

“Developer” shall mean Ridgecrest Pacific Associates, a California limited partnership and
its permitted successors and assigns. The General Partner of Developer is
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“Developer Fee” shall mean a fee for the Project to be paid by Developer pursuant to the
Development Services Agreement, which fee is compensation to perform, or to engage and supervise
others to perform, services in connection with the negotiating, coordinating, and supervising the
planning, architectural, engineering and construction activities necessary to cause completion and
complete the Project, including all other on-site and off-site improvements required to be constructed
in connection therewith, in accordance with the Scope of Development, the Entitlement, and the
Development Plans, as set forth in the Final Budget and approved as a part of the evidence of
financing pursuant to Section 310 herein. In no event shall the Developer Fee exceed
Dollars ($ ). From and after the Closing, Developer
shall defer the maximum amount of the Developer Fee permitted to be paid from Cash Flow, as set
forth in the Tax Credit Rules, if and to the extent such deferral is necessary to keep the Final Budget
in balance or to complete construction of the Project. The Developer Fee shall be due and payable no
sooner than the date on which the Agency first begins to receive repayment under the Agency Loan
after which all payments of the Developer Fee shall be paid pro rata with the payment of Residual
Receipts under the Agency Promissory Note.

“Effective Date” shall mean the date the Executive Director of the Agency executes this
Agreement.

“Entitlement” shall mean and include each application and discretionary action of the City,
through its administrators and, if applicable, by its City Council, Planning Commission, or other
boards or commissions for the Project, the Improvements, and this Agreement, including the findings
in compliance with the California Environmental Quality Act (“CEQA”), Conditional Use Permits,
and any and all conditions of approval related thereto, including, without limitation, and any
amendments, supplements, and modifications thereto, as set forth in the conditions of approval for
the Project.

“Environmental Claims” shall mean (i) any judicial or administrative enforcement actions,
proceedings, claims, orders (including consent orders and decrees), directives, notices (including
notices of inspection, notices of abatement, notices of non-compliance or violation and notices to
comply), requests for information or investigation instituted or threatened by any governmental
authority pursuant to any Governmental Requirements, or (ii) any suits, arbitrations, legal
proceedings, actions or claims instituted, made or threatened that relate, in the case of either (i) or
(i), to any damage, contribution, cost recovery, compensation, loss or injury resulting from the
release or threatened release (whether sudden or non-sudden or accidental or non-accidental) of, or
exposure to, any Hazardous Materials, or the violation or alleged violation of any Governmental
Requirements, or the generation, manufacture, use, storage, transportation, treatment, or disposal of
Hazardous Materials.

“Environmental Laws” shall mean all laws, ordinances and regulations relating to
Hazardous Materials, including, without limitation: the Clean Air Act, as amended, 42 U.S.C.
Section 7401, et seq.; the Federal Water Pollution Control Act, as amended, 33 U.S.C. Section 1251
et seq.; the Resource Conservation and Recovery Act of 1976, as amended, 42 U.S.C. Section 6901,
et seq.; the Comprehensive Environment Response, Compensation and Liability Act of 1980, as
amended (including the Superfund Amendments and Reauthorization Act of 1986, “CERCLA”),
42 U.S.C. Section 9601, etseq.; the Toxic Substances Control Act, as amended, 15 U.S.C.
Section 2601 et seq.; the Occupational Safety and Health Act, as amended, 29 U.S.C. Section 651,
the Emergency Planning and Community Right to Know Act of 1986, 42 U.S.C. Section 11001
et seq.; the Mine Safety and Health Act of 1977, as amended, 30 U.S.C. Section 801 et seq.; the Safe
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Drinking Water Act, as amended, 42 U.S.C. Section 300f et seq.; all comparable state and local laws,
laws of other jurisdictions or orders and regulations; and all laws, ordinances, statutes, codes, rules,
regulations, orders and decrees of the United States, the State, the County, the City, or any other
political subdivision in which the Site is located, and of any other political subdivision, agency or
instrumentality exercising jurisdiction over Agency, Developer, or the Site.

“Escrow” shall have the meaning set forth in Section 206.
“Escrow Agent” shall have the meaning set forth in Section 206.

“Executive Director” shall mean and include the Agency’s Executive Director and his/her
authorized designee(s). Whenever the consent, approval or other action of the “Executive Director”
is required herein, such consent may be provided by the Agency’s Executive Director or his
authorized designee(s), or the Executive Director in his sole discretion may submit such request to
the Agency Board for action to approve or disapprove such request.

“Final Budget” shall mean the final budget for the construction and development of the
Project, as approved by Agency pursuant to Section 310 hereof.

“General Contractor” shall mean the general contractor to be hired by Developer to engage
and supervise the subcontractors in the performance and completion of the construction of the Project
and all other on-site and off-site improvements required to be constructed in connection with the
Project, all in accordance with the Scope of Development, the Entitlement to be approved by City,
and the Development Plans. The General Contractor shall be reasonably acceptable to and approved
by Agency Executive Director, in his/her reasonable discretion. The parties acknowledge that the
General Contractor will not be performing actual construction work for any portion of the Project,
but instead shall hire Subcontractors (after competitive bidding pursuant to Section 302.8) who shall
be reasonably approved by Agency Executive Director in accordance with this Agreement.

“Governmental Requirements” shall mean all laws, ordinances, statutes, codes, rules,
regulations, orders, and decrees of the United States, the State of California, the County, the City, or
any other political subdivision in which the Site is located, and of any other political subdivision,
agency, or instrumentality exercising jurisdiction over Developer or the Site, as may be amended
from time to time.

“Guarantor” shall mean , and which shall also be the
“Guarantor” under the Completion Guaranty, Attachment No. 3 hereto.

“Hard and Soft Costs” mean

“Hazardous Material” or “Hazardous Materials” shall mean and include any substance,
material, or waste which is or becomes regulated by any local governmental authority, including the
County, the Regional Water Quality Control Board, the State of California, or the United States
Government, including, but not limited to, any material or substance which is: (i) defined as a
“hazardous waste,” “acutely hazardous waste,” “restricted hazardous waste,” or “extremely
hazardous waste” under Sections 25115, 25117 or 25122.7, or listed pursuant to Section 25140, of
the California Health and Safety Code, Division 20, Chapter 6.5 (Hazardous Waste Control Law);
(i) defined as a “hazardous substance” under Section 25316 of the California Health and Safety
Code, Division 20, Chapter 6.8 (Carpenter Presley Tanner Hazardous Substance Account Act);
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(iii) defined as a “hazardous material,” “hazardous substance,” or “hazardous waste” under
Section 25501 of the California Health and Safety Code, Division 20, Chapter 6.95 (Hazardous
Materials Release Response Plans and Inventory); (iv) defined as a “hazardous substance” under
Section 25281 of the California Health and Safety Code, Division 20, Chapter 6.7 (Underground
Storage of Hazardous Substances); (v) petroleum; (vi) asbestos and/or asbestos containing materials;
(vii) lead based paint or any lead based or lead products; (viii) polychlorinated biphenyls,
(ix) designated as a “hazardous substance” pursuant to Section 311 of the Clean Water Act
(33 U.S.C. Section 1317); (x) defined as a “hazardous waste” pursuant to Section 1004 of the
Resource Conservation and Recovery Act, 42 U.S.C. Section 6901, et seq. (42 U.S.C. Section 6903);
(xi) Methyl tert Butyl Ether; (xii) defined as “hazardous substances” pursuant to Section 101 of the
Comprehensive Environmental Response, Compensation, and Liability Act, 42 U.S.C. Section 9601,
et seq. (42 U.S.C. Section 9601); (xiii) any other substance, whether in the form of a solid, liquid, gas
or any other form whatsoever, which by any Governmental Requirements either requires special
handling in its use, transportation, generation, collection, storage, handling, treatment or disposal, or
is defined as “hazardous” or harmful to the environment; and/or (xiv) lead based paint pursuant to
and defined in the Lead Based Paint Poisoning Prevention Act, Title X of the 1992 Housing and
Community Development Act, 42 U.S.C. 8 4800, etseq., specifically 8§88 4821-4846, and the
implementing regulations thereto. Notwithstanding the foregoing, “Hazardous Materials™ shall not
include such products in quantities as are customarily used in the construction, maintenance,
rehabilitation, management, operation and residence of residential developments or associated
buildings and grounds, or typically used in residential activities in a manner typical of other
comparable residential developments, or substances commonly ingested by a significant population
living within the Project, including without limitation alcohol, aspirin, tobacco and saccharine.

“HCD” shall mean the State of California Department of Housing and Community
Development.

“Housing Unit” and “Housing Units” shall mean, individually and collectively, the |
individual apartment units in the Project to be constructed and operated by Developer on the Site as
affordable rental housing for the Affordability Period.

“Indemnitees” is defined in Section 202.

“Investor Limited Partner” shall mean each Tax Credit limited partner of Developer for the
Project.

“Legal Description” shall mean the description of the Site which is attached hereto as
Attachment No. 1 and incorporated herein.

“Lender” shall mean each of the responsible financial lending institutions or persons or
entities approved by Agency in its reasonable discretion, which provide the Primary Loans, including
acquisition loan(s), construction loan(s) or permanent loan(s) for the construction, development,
and/or operation of the Project, as set forth in Section 310 hereof.

“Low Income,” “Lower Income,” *“Low Income Households” or *“Lower Income
Households™ shall have the same meaning as prescribed in Section 405.1(f) hereof and shall mean
and include both: (i) lower income households as defined in Health and Safety Code
Section 50079.5 and (ii) 60% AMI Low Income Households. Lower Income Households include
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Very Low Income Households and Extremely Low Income Households, as defined in the Health and
Safety Code.

“Marketing and Tenant Selection Plan’ shall mean the marketing and tenant selection plan
to be prepared by Developer and submitted to Agency for its review and approval as a Condition
Precedent to Closing, as further described in Section 407.

“Memorandum of Agreement” shall mean the Memorandum of Owner Participation
Agreement to be executed by the parties in substantially the form attached hereto as Attachment
No. 12 and fully incorporated by this reference, which Memorandum of Agreement shall include
notice of this Agreement and the obligations of Developer to complete the construction of the Project
and operate the Project as affordable rental housing pursuant to the terms of this Agreement.

“Notice” shall mean a notice in the form prescribed by Section 702 hereof.

“Notice of Affordability Restrictions™ shall mean the notice to be executed by the parties in
substantially the form attached hereto as Attachment No. 9 and incorporated herein, which shall
recite the affordability restrictions and restrictions on transfer imposed on the Site by this Agreement,
and the Regulatory Agreement, and which shall be recorded against the Site at the Closing for the
Project, all as required by and in compliance with Health and Safety Code Section 33334.3(f)(3)(B).

“Official Records” shall mean the official land records of the County.

“Operating Budget” and “Annual Budget” shall mean the annual operating budget for the
Project that sets forth the projected Operating Expenses for the upcoming year that is subject to and
shall be submitted for review and approval by Executive Director, in his/her reasonable discretion,
each year during the Affordability Period as set forth in Section 411 hereof. The Operating Budget
shall be in substantially the form attached hereto as Attachment No. 5 and incorporated herein, or
such other form as may be required by Agency from time to time.

“Operating Expenses” shall mean actual, reasonable and customary (for comparable high
quality rental housing developments in Kern County) costs, fees and expenses directly incurred, paid,
and attributable to the operation, maintenance and management of the Project in a calendar year,
which is reasonably consistent with the annual Operating Budget for the Project approved by Agency
pursuant to Section 411 hereof, including: painting, cleaning, repairs, alterations, landscaping,
utilities, refuse removal, certificates, permits and licenses, sewer charges, real and personal property
taxes, assessments, insurance, security, advertising and promotion, janitorial services, cleaning and
building supplies, purchase, repair, servicing and installation of appliances, equipment, fixtures and
furnishings, fees and expenses of property management, fees and expenses of accountants, attorneys
and other professionals, the cost of social services and other housing supportive services provided at
the Project consistent with Developer’s approved Application(s) to TCAC for the Site, if any,
repayment of any completion or operating loans made to Developer, and other actual, reasonable and
customary operating costs and capital costs which are directly incurred and paid by Developer, but
which are not paid from or eligible to be paid from the Capital Replacement Reserve or any other
reserve accounts for the Project.

Operating Expenses shall exclude all of the following: (i) salaries of employees of Developer
or Developer’s general overhead expenses, or expenses, costs and fees paid to an Affiliate of
Developer, to the extent any of the foregoing exceed the expenses, costs or fees that would be
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payable in a bona fide arms’ length transaction between unrelated parties in the Kern County area for
the same work or services; (ii) any amounts paid directly by a tenant of the Project to a third party in
connection with expenses which, if incurred by Developer, would be Operating Expenses;
(iii) optional or elective payments with respect to the Primary Loan (unless made with the consent of
the Executive Director in his/her reasonable discretion); (iv) any payments pursuant to any loan or
financing, with respect to the Project other than the Primary Loan and AHP Loan, if applicable
(unless made with the consent of the Executive Director in his/her sole discretion); (v) expenses,
expenditures, and charges of any nature whatsoever arising or incurred by Developer prior to
completion of the Project with respect to the development, maintenance and upkeep of the Project, or
any portion thereof, including, without limitation, all costs and capitalized expenses incurred by
Developer in connection with the acquisition and/or operation of the Site (e.g. not leasing to low
income tenants), all predevelopment and preconstruction activities conducted by Developer in
connection with the Project, including, without limitation, the preparation of all plans and the
performance of any tests, studies, investigations or other work, and the construction of the Project
and any on-site or off-site work in connection therewith; (vi) depreciation, amortization, and accrued
principal and interest expense on deferred payment debt; and (vii) any Partnership Related Fees to
the extent they are not paid as capitalized expenses.

“Operating Reserve” shall mean the Operating Reserve for the Project, which shall be
funded by an installment of Tax Credit equity or loan proceeds in a target amount equal to three (3)
months of (i) Debt Service on the permanent Primary Loan and (ii) Operating Expenses pursuant to
an approved Annual Budget for the Project (“Target Amount”); provided, a larger Operating Reserve
may be maintained if required by the approved Lender or Tax Credit Investor for the Project. The
Operating Reserve shall thereafter be replenished from Annual Project Revenue to maintain the
Operating Reserve balance of the Target Amount.

“QOutside Closing Date” is defined in Section 206.4.

“Partnership Agreement” shall mean the agreement(s) which set(s) forth the terms of
Developer’s (or its approved Affiliate(s)) limited partnership, as such agreement(s) may be amended
from time to time, so long as consistent with the requirements of this Agreement. The Partnership
Agreement shall reference and acknowledge Developer’s obligation to repay the Agency Loan in
accordance with the terms of this Agreement, the Agency Promissory Note, and the definition of
“Residual Receipts” set forth in this Agreement. Developer shall provide copies of any amendments
or modifications to the Partnership Agreement to the Agency within fifteen (15) days following
execution thereof.

“Partnership Related Fees” shall mean the following fees of Developer (or partners thereof
pursuant to the Partnership Agreement) which are actually paid:

(1) a general partner(s) (administrative and/or managing partner(s)) partnership
management fee payable to the general partner(s) of Developer; and

(i) a limited partner asset management fee payable to the Investor Limited Partner of
Developer.

In no event shall the fees for the Project described in (i) and (ii) above together cumulatively
exceed Dollars ($ ) per unit per year, increased
annually by CPI (but in no event by more than CPI). In the event insufficient Annual Project
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Revenues exist to provide for payment of all or part of the specific Partnership Related Fees listed
above, no interest shall accrue on the unpaid portions of such Partnership Related Fees, but the
unpaid balance will be added to the Partnership Related Fees due in the following year.

“Preliminary Financing Plan” shall mean the preliminary budget for the construction and
development of the Project and the proforma showing the preliminary estimated sources and uses and
the 55-year cash flow for the Project, which is attached hereto as Attachment No. 13 and
incorporated herein.

“Primary Loan” and “Primary Loans” shall mean, individually and collectively, the
permanent and construction financing obtained by Developer for the Project from one or more
lender(s) other than an Affiliate of Developer, as approved by Agency Executive Director, which
loan(s) shall be senior to Agency’s Regulatory Agreement, but subordinate to the Entitlement for the
Project.

“Project” shall mean the construction, development and/or operation at the Site of the
apartment complex described pursuant to Section 301.1 and Section 400 et seq.

“Project Costs” means Hard and Soft Costs incurred in connection with the construction of
the Project.

“Property Management Fee” shall mean the fee to be paid by Developer to the Property
Manager for property management services performed at the Project, which fee shall not exceed
seven percent (7%) of effective gross income attributable to the Housing Units at the Project.

“Property Management Plan” shall mean the management plan required to be created by
Developer and submitted to Executive Director for approval, which approval shall not be
unreasonably withheld, which shall include a detailed plan and strategy for long term marketing
(consistent with the Marketing and Tenant Selection Plan), operation, maintenance, repair and
security of the Project, inclusive of on-site social services to the residents of the Project, and the
method of selection of tenants, rules and regulations for tenants, and other rental policies and
procedures for the Project as set forth in Section 409.2.

“Property Manager” is defined in Section 409.1.

“Refinancing Net Proceeds” shall mean the proceeds of any approved refinancing of any of
the Primary Loans or other approved financing secured by the Site, net of the following subject to
verification and approval by the Agency Executive Director: (i) the amount of the financing which is
satisfied out of such proceeds; (ii) reasonable and customary costs and expenses incurred in
connection with the refinancing; (iii) the balance, if any, of the Developer Fee but only pro rata with
the Residual Receipt payable under the Agency Promissory Note; (iv) the balance of loans to the
Project made by the limited partners of Developer for development or operating deficits, amounts
expended to maintain compliance with the Tax Credit Regulatory Agreement, or contributions for
capital expenditures in excess of available Project revenues, if any, including interest at the
Applicable Federal Rate; excluding such loans to cover the Developer Fee and/or other fees to the
Developer and (v) payment of unpaid Tax Credit adjustment amounts or reimbursement of Tax
Credit adjustment amounts paid by the administrative and/or managing general partners and/or the
guarantors to the Project pursuant to the approved Partnership Agreement, if any; and (vi) the
payment to the administrative general partner of Developer of a refinancing fee, which fee is and
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shall be subject to the approval of the Executive Director at the time of each refinancing and which
shall not exceed six percent (6%) of the amount of the approved refinancing.

“Regulatory Agreement” shall mean the Regulatory Agreement for the Project, which shall
be entered into by Agency and Developer concurrently with the Closing for the Project and which
shall be recorded as an encumbrance to the Site in substantially the form attached hereto as
Attachment No. 8 and incorporated herein, in accordance with Section 414 hereof. The Regulatory
Agreement for the Project may be subordinate to the Primary Loan, AHP Loan (if applicable), and
the Tax Credit Regulatory Agreement for the Project subject to the requirements of this Agreement.

“Release of Construction Covenants” shall mean the document which shall evidence
Developer’s satisfactory completion of the Project, as set forth in Section 305 hereof, substantially in
the form of Attachment No. 7 hereto.

“Request for Notice” or “Request for Notice of Default” shall mean the request for notice of
default pursuant to Civil Code Section 2924b to be recorded against the Site in connection with the
Escrow for the Project substantially in the form attached hereto as Attachment No. 11 and fully
incorporated by this reference.

“Reservation” and “Reservations” mean, individually and collectively, the reservation of
Tax Credits by TCAC for the Project.

“Reserve Deposits” shall mean any payments to the Capital Replacement Reserve and
Operating Reserve accounts pursuant to Sections 410 and 411 hereof.

“Residual Receipts” shall mean Annual Project Revenue for the Project less the sum of:

M Operating Expenses;

(i) Debt Service;

(iii))  Reserve Deposits;

(iv)  Partnership Related Fees;

(V) Payment of unpaid Tax Credit adjustment amounts or reimbursement of Tax
Credit adjustment amounts paid by the administrative and/or managing general partners and/or the
Guarantors to the Project pursuant to the approved Partnership Agreement, if any (after review and
reasonable verification by Agency Executive Director of documents provided by Developer showing
propriety of such amounts and payments);

(vi)  Repayment of loans, if any, made by the limited partner(s) of Developer,
including interest at the Applicable Federal Rate (the propriety of any such loans must be reasonably
verified by Agency Executive Director;

(vii)  Property Management Fee for the Project;

(viii) [Developer Fee for the Project which remains unpaid, if any, including

interest at the Applicable Federal Rate]; payable only after the Agency first receives Residual
Receipts and then pro rata with such Residential Receipts.
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(ix)  repayment of outstanding development and operating loans, if any, made by
the administrative and/or managing general partners and/or the Guarantors to the Project, including
interest at the Applicable Federal Rate (the propriety of any such loans pursuant to the terms of the
Partnership Agreement must be reasonably verified by Agency Executive Director and such loans
shall be subject to reasonable approval by Agency Executive Director, after review of documentation
provided by Developer showing the propriety of such loans); and

(x) capital contributions or loans to the Project, if any, made by the general
partners of Developer that were used to pay the Developer Fee.

Developer’s annual loan payments on the Agency Loan shall be paid by Developer to
Agency under the Agency Loan and shall include:

In the event any calculation of Annual Project Revenue less subsections (i) through
(x) inclusive above results in a negative number, then Residual Receipts shall be zero ($0) for that
year.

In addition, none of the fees, costs, expenses, or items described above in calculation of
Residual Receipts shall include any duplicate entry/item, or double accounting for a cost item. For
example, an audit fee incurred by Developer (or any partner of Developer or an Affiliate) and
deducted or included above in category/subsection (i) Operating Expenses shall not also be deducted
or included in category/subsection (iv) Partnership Related Fees in the calculation of Residual
Receipts.

“Residual Receipts Report” shall mean the report in substantially the form attached hereto as
Attachment No. 4 and incorporated herein, which shall be completed by Developer and submitted to
Agency annually for the Project in accordance with Section 502.1. Residual Receipts shall be
calculated using cash basis accounting.

It is understood the Residual Receipts Report is subject to all of the terms and conditions set
forth in this Agreement. The summary of the items in the Residual Receipts Report is not intended to
supersede or modify the more complete description in this Agreement; in the event of any
inconsistency between the Residual Receipts Report and this Agreement, this Agreement shall
govern.

“Schedule of Performance” shall mean that certain Schedule of Performance attached hereto
as Attachment No. 10 and incorporated herein by reference.

“Scope of Development” shall mean that certain Scope of Development attached hereto as
Attachment No. 6 and incorporated herein, which describes the scope and quality of the apartment
complex to be constructed by Developer at the Site pursuant to the terms and conditions of this
Agreement.

“Senior Citizens” is defined in Section 401.
“Site” shall mean approximately 4.6 acres of real property, generally located at

Down Street and Church Avenue in the City of Ridgecrest, as more particularly described in the
Legal Description. After completion of the construction of the Project, the Improvements shall be
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deemed a part of the Site and whenever the term “Site” is used in this Agreement it shall mean and
include the land and all Improvements.

“Site Map” shall mean the map of the Site which is attached hereto as Attachment No. 2 and
incorporated herein.

“Subcontractor” and “Subcontractors” shall mean, individually and collectively, one or
more subcontractors hired by Developer’s General Contractor for the Project to perform and
complete, or to engage and supervise others to perform and complete, the construction of the Project
and all other on-site and off-site improvements required to be constructed in connection with the
Project, all of which shall be in accordance with the Scope of Development, the Entitlement, and the
Development Plans. Developer shall submit to Agency information regarding the entity serving as
the Subcontractor for any portion of the construction of the Project and all other on-site and off-site
improvements required to be constructed in connection therewith in accordance with the Scope of
Development, the Entitlement, and the Development Plans, including all required licenses,
certifications, insurance, etc., as reasonably requested by Agency Executive Director.

“Substantial Damage” is defined in Section 306.5 hereof.

“Tax Credit Regulatory Agreement” shall mean the regulatory agreement(s) which may be
required to be recorded against the Site with respect to the issuance of Tax Credits for the Project.
The Tax Credit Regulatory Agreement shall be subordinate and junior to the Entitlements.

“Tax Credit Rules” shall mean Section 42 of the Internal Revenue Code and/or California
Revenue and Taxation Code Sections 17057.5, 17058, 23610.4 and 23610.5 and California Health
and Safety Code Section 50199, et seq., as applicable, as the foregoing may be amended from time to
time, and the rules and regulations implementing the foregoing, including Title 4 Cal. Code Regs.
Section 10300, et seq.

“Tax Credits” shall mean federal 9% Low Income Housing Tax Credits granted pursuant to
Section 42 of the Internal Revenue Code and/or California Revenue and Taxation Code
Sections 17057.5, 17058, 23610.4 and 23610.5 and California Health and Safety Code
Section 50199, et seq., as applicable.

“TCAC” shall mean the California Tax Credit Allocation Committee, the allocating agency
for Tax Credits in California.

“Third Party Costs” is defined in Section 716.

“Transfer Net Proceeds” shall mean the proceeds of any transfer, in whole or in part, of
Developer’s interest in the Site or any sale, assignment, sublease, or other transfer, in whole or in part
of Developer’s interests in the Site, net of the following, subject to verification and approval by the
Executive Director (i) the amount owing under any Primary Loan which is paid from the proceeds of
the transfer; (ii) reasonable and customary costs and expenses incurred in connection with the
transfer; (iii) the balance of loans to the Project made by the limited partners of Developer for
development or operating deficits, amounts expended to maintain compliance with the Tax Credit
Regulatory Agreement, or contributions for capital expenditures in excess of available Project
Revenues, if any, including interest at the Applicable Federal Rate); (iv) the balance, if any, of
operating loans or development loans made by the general partners of Developer to the Project,
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including interest at the Applicable Federal Rate for purposes other than payment of Developer Fees
and/or other fees to the Developer; and (v) payment of unpaid Tax Credit adjustment amounts or
reimbursement of Tax Credit adjustment amounts paid by the administrative and/or managing
general partners and/or the guarantors to the Project pursuant to the approved Partnership Agreement,
if any.

“Very Low Income” and/or “Very Low Income Households” shall have the same meaning
as prescribed in Section 405.1(e) hereof and shall mean and include: (i) very low income households
as defined in Health and Safety Code Section 50105; (ii) 30% AMI Very Low Income Households;
(iii) 40% AMI Very Low Income Households; and (iv) 50% AMI Very Low Income Households.
Very Low Income Households include Extremely Low Income Households, as defined in the Health
and Safety Code.

“30% AMI Very Low Income Households™ shall mean those households earning not greater
than thirty percent (30%) of Kern County Area Median Income, adjusted for household size, which is
set forth by regulation of HCD.

“40% AMI Very Low Income Households™ shall mean those households earning not greater
than forty percent (40%) of Kern County Area Median Income, adjusted for household size, which is
set forth by regulation of HCD.

“50% AMI Very Low Income Households™ shall mean those households earning not greater
than fifty percent (50%) of Kern County Area Median Income, adjusted for household size, which is
set forth by regulation of HCD.

“60% AMI Low Income Households™ shall mean those households earning not greater than
sixty percent (60%) of Kern County Area Median Income, adjusted for household size, which is set
forth annually by regulation of HCD.

200. ENVIRONMENTAL COVENANTS/AGENCY LOAN CLOSING.

201. Developer Representations to Agency re Existing Condition of Site. Except as
disclosed in the following environmental reports: [Insert list of all reports provided by Developer].
Developer represents, to and for the benefit of Agency, to the best of its knowledge, that it is not
aware of and it has not received any notice or communication from any governmental agency having
jurisdiction over the Site, the owner of the Site, or any other person or entity, notifying it of the
presence of Hazardous Materials (both as hereinafter defined) in, on, or under the Site, or any portion
thereof or the violation of any Environmental Laws (hereinafter defined). Developer represents that
any inspection reports with respect to the Site, environmental audits, reports and studies which
concern the Site, or inspection reports from applicable regulatory authorities with respect to the Site,
which Developer has received, have been delivered to the Agency. Developer knows of no
circumstances, conditions or events that may, now or with the passage of time, give rise to any
Environmental Claim (hereinafter defined) against or affecting the Site. As and when obtained or
received by Developer from the current owner or from any other person or entity, true and correct
copies of internal inspection reports with respect to the Site, environmental audits, reports and studies
which concern the Site, and inspection reports from applicable regulatory authorities with respect to
the Site, if any, shall be promptly delivered to Agency.
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Developer acknowledges that Developer located the Site without any assistance from (or
involvement by) Agency; prior to the Effective Date, Developer has independently conducted all
necessary and appropriate due diligence and determined that the condition of the Site and all
improvements located thereon were suitable for the development and operation of the Project; and all
such due diligence and Developer’s investigations of the condition of the Site were conducted
independently and not in consultation with Agency or Agency’s officers, employees, agents, or
consultants. Agency reasonable approval of the environmental condition of the Site is a Condition
Precedent, as set forth in Section 207.

202. Indemnification. Developer shall save, protect, pay for, defend (with counsel
acceptable to Agency, and City, as applicable), indemnify and hold harmless Agency, City, and their
respective elected and appointed officials, officers, employees, attorneys, representatives, volunteers,
contractors and agents (collectively, “Indemnitees”) from and against any and all Environmental
Claims and any and all liabilities, suits, actions, claims, demands, penalties, damages (including,
without limitation, penalties, fines and monetary sanctions), losses, costs or expenses (including,
without limitation, consultants’ fees, investigation and laboratory fees, attorneys’ fees and remedial
and response costs and third-party claims or costs) (the foregoing are hereinafter collectively referred
to as “Liabilities”) that may now or in the future be incurred or suffered by Indemnitees by reason of,
resulting from, in connection with or arising in any manner whatsoever as a direct or indirect result
of: (i) the presence, use, release, escape, seepage, leakage, spillage, emission, generation, discharge,
storage, or disposal of any Hazardous Materials in, on, under, or about, or the transportation of any
such Hazardous Materials to or from, the Site; (ii) the violation, or alleged violation, of any statute,
ordinance, order, rule, regulation, permit, judgment, or license relating to the use, generation, release,
leakage, spillage, emission, escape, discharge, storage, disposal, or transportation of Hazardous
Materials in, on, under, about, to or from, the Site; (iii) the physical and environmental condition of
the Site, (iv) any Liabilities relating to any Environmental Laws and other Governmental
Requirements relating to Hazardous Materials and/or the environmental and/or physical condition of
the Site, and (v) any Environmental Claims relating to the Project or the Site; provided, however, that
the foregoing indemnity shall not apply to any Liabilities arising or occurring (a) prior to the
commencement of the Affordability Period, (b) after the expiration or earlier termination of the
Affordability Period or the date Developer vacates the property, whichever occurs later, (c) as a
result of the grossly negligent or wrongful acts or omissions of Agency or City or (d) after any
transfer by Developer of the Site with the Agency’s approval pursuant to Section 704, et seq. The
foregoing indemnification shall continue in full force and effect regardless of whether such
condition, liability, loss, damage, cost, penalty, fine, and/or expense shall accrue or be discovered
before or after the termination of the Affordability Period. This indemnification supplements and in
no way limits the indemnification set forth in Section 307.

203. Duty to Prevent Hazardous Material Contamination. During the construction,
development, operation and management of the Project, Developer shall take all necessary
precautions to prevent the release of any Hazardous Materials into the environment on or under the
Site. Such precautions shall include, but not be limited to, compliance with all Environmental Laws
and other Governmental Requirements. Developer shall notify Agency, and provide to Agency a
copy or copies of any notices of violation, notices to comply, citations, inquiries, clean-up or
abatement orders, cease and desist orders, reports filed pursuant to self-reporting requirements and
reports filed or applications made pursuant to all Environmental Laws and other Governmental
Requirements, and Developer shall report to Agency, as soon as possible after each incident, any
unusual or potentially important incidents in the event of a release of any Hazardous Materials into
the environment.
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204. Release of Agency and City by Developer. Developer hereby waives, releases and
discharges forever the Indemnitees from all present and future claims, demands, suits, legal and
administrative proceedings and from all liability for damages, losses, costs, liabilities, fees and
expenses, including attorneys fees, court and litigation costs and fees of expert witnesses, present and
future, arising out of or in any way connected with Developer’s possession or use of the Site,
improvement of the Site in accordance with this Agreement (provided that such waiver and release
shall not apply to Agency’s covenants and agreements hereunder which Agency shall be obligated to
perform in accordance with this Agreement), the Scope of Development, and the Entitlement, and for
the operation of the Project at the Site, of any Hazardous Materials on the Site, or the existence of
Hazardous Materials contamination in any state on, under, or about the Site, however they came to be
located there.

In connection with the foregoing, Developer acknowledges that it is aware of and
familiar with the provisions of Section 1542 of the California Civil Code that provides as follows:

“A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS
WHICH THE CREDITOR DOES NOT KNOW OR SUSPECT
TO EXIST IN HIS OR HER FAVOR AT THE TIME OF
EXECUTING THE RELEASE, WHICH IF KNOWN BY HIM
OR HER MUST HAVE MATERIALLY AFFECTED HIS OR
HER SETTLEMENT WITH THE DEBTOR.”

As such relates to this Section 204, Developer hereby waives and relinquishes all
rights and benefits that it may have under Section 1542 of the California Civil Code.

Notwithstanding the foregoing, this waiver, discharge, and release shall not be
effective in the event the presence or release of Hazardous Materials on the Site occurs as a result of
the gross negligence or willful misconduct of Agency or City or their officers, employees,
representatives and agents.

205. Environmental Inquiries. Developer shall notify Agency upon receipt, and provide
to Agency a copy or copies, of the following environmental permits, disclosures, applications,
entitlements or inquiries relating to the Site and the Project: notices of violation, notices to comply,
citations, inquiries, clean up or abatement orders, cease and desist orders, reports filed pursuant to
self-reporting requirements and reports filed or applications made pursuant to any Environmental
Laws and other applicable Governmental Requirements relating to Hazardous Materials and
underground tanks, and Developer shall report to Agency, as soon as possible after each incident, all
material information relating to or arising from such incident, including, but not limited to, the
following:

@) All required reports of releases of Hazardous Materials, including
notices of any release of Hazardous Materials as required by any Governmental Requirements;

(b) All notices of suspension of any permits relating to Hazardous
Materials;

(©) All notices of violation from federal, state or local environmental
authorities relating to Hazardous Materials;
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(d) All orders under the State Hazardous Waste Control Act and the State
Hazardous Substance Account Act and corresponding federal statutes, concerning investigation,
compliance schedules, clean up, or other remedial actions;

(e) All orders under the Porter Cologne Act, including corrective action
orders, cease and desist orders, and clean up and abatement orders;

)] Any notices of violation from OSHA or Cal OSHA concerning
employees’ exposure to Hazardous Materials;

(0) All complaints and other pleadings filed against Developer relating to
Developer’s storage, use, transportation, handling or disposal of Hazardous Materials on or about the
Site; and

(h) Any and all other notices, citations, inquiries, orders, filings or any
other reports containing information which would have a materially adverse effect on the Site or
Agency’s liabilities or obligations relating to Hazardous Materials.

In the event of a release of any Hazardous Materials into the environment, Developer
shall, as soon as possible after the release, furnish to Agency a copy of any and all reports relating
thereto and copies of all correspondence with governmental agencies relating to the release. Upon
request of Agency, but subject to any limitations imposed by law or by court order, Developer shall
furnish to Agency a copy or copies of any and all other environmental entitlements or inquiries
relating to or affecting the Site in Developer’s possession and/or shall notify Agency of any
environmental entitlements or inquiries relating to or affecting the Site within Developer’s actual or
constructive knowledge if Developer is not in possession of same, including, but not limited to, all
permit applications, permits and reports including, without limitation, those reports and other matters
which may be characterized as confidential.

206. Escrow. Within the time set forth in the Schedule of Performance, the parties shall
open an escrow (“Escrow”) for the Closing for the Agency Loan for the Project, with Chicago Title
Company or another escrow company mutually satisfactory to both parties (“Escrow Agent”). As
used herein, “Closing” refers to the close of Escrow for the Agency Loan, including the execution of
the Agency Promissory Note and the execution and recordation of the Deed of Trust, Regulatory
Agreement, Memorandum of Agreement, Notice of Affordability Restrictions and Request for Notice
of Default.

206.1 Costsof Escrow. Developer shall pay all Escrow charges, the premium for
Agency’s Title Policy, all recording fees and documentary transfer taxes, if any, due with respect to
the Closing, and all other fees, charges, and costs which arise from Escrow.

206.2 Escrow Instructions. This Agreement constitutes the joint escrow
instructions of Developer and Agency, and the Escrow Agent to whom these instructions are
delivered is hereby empowered to act under this Agreement. The parties agree to do all acts
reasonably necessary to close each Escrow within the time set forth in the Schedule of Performance.

If in the opinion of any party it is necessary or convenient in order to accomplish the
Closing of the Escrow, a party may require that the parties sign supplemental escrow instructions;
provided that if there is any inconsistency between this Agreement and the supplemental escrow

19
DOCSOC/1513553v6/022548-0000



instructions, then the provisions of this Agreement shall control, unless the supplemental escrow
instructions expressly state the intent to amend this Agreement. The parties agree to execute such
other and further documents as may be reasonably necessary, helpful or appropriate to effectuate the
provisions of this Agreement. The Closing shall take place within five (5) days after the date when
the Conditions Precedent set forth in Section 207 have been satisfied or waived by the respective
parties as to the Project. Escrow Agent is instructed to release Agency’s Escrow Closing statement
and Developer’s Escrow Closing statement to the respective parties.

206.3  Authority of Escrow Agent. Escrow Agent is authorized to, and shall:

€)) Pay and charge Developer for the premium of the Agency’s Title
Policy, and any endorsements thereto requested by Agency and any amount necessary to place title in
the condition necessary to satisfy this Agreement;

(b) Pay and charge Developer for all Escrow fees and charges;

(©) Verify proper and complete execution of the Agency Promissory Note
and verify proper and complete execution of and record the Agency Deed of Trust, Regulatory
Agreement, Memorandum of Agreement, Notice of Affordability Restrictions, and Request for
Notice of Default upon Closing; and

(d) Do such other actions as necessary, including obtaining the Agency
title insurance, required to fulfill the parties’ obligations under this Agreement.

206.4 Escrow Closing. The Closing for the Agency Loan shall occur, if at all,
within five (5) days of the parties’ satisfaction of all of the Conditions Precedent set forth in
Section 207 hereof (“Closing Date”), but in no event later than December 15, 2011 (“Outside Closing
Date”). The Closing Date may be extended by the mutual written agreement of Developer and the
Executive Director. The Closing shall occur at a location within Kern County at a time and place
reasonably agreed on by the parties.

206.5 Termination of Escrow. If Escrow is not in condition to close by the
Closing Date, then any party who is not in material default under this Agreement may, in writing,
demand the return of money or property and proceed under the default and/or termination provisions
of this Agreement. If any party makes a written demand for return of documents or properties, the
Escrow shall not cancel until five (5) days after Escrow Agent shall have delivered copies of such
demand to all other parties at the respective addresses shown in this Agreement. If any objections
are raised within said five (5) day period, Escrow Agent is authorized to hold all papers and
documents until instructed by a court of competent jurisdiction or by mutual written instructions of
the parties. Termination of this Agreement shall be without prejudice as to whatever legal rights any
party may have against the other arising from this Agreement. If no demands are made, the Escrow
Agent shall proceed with the Closing as soon as possible.

206.6  Closing Procedure. Escrow Agent shall close the Escrow as follows:
@) Accept receipt of fully and duly executed Agency Promissory Note,

Agency Deed of Trust, Regulatory Agreement, Memorandum of Agreement, Notice of Affordability
Restrictions, and Request for Notice of Default;
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(b) Record documents in the following order:

M Record the Primary Loan lien instrument, including the deed
of trust securing the Primary Loan, in the Official Records;

(i) Record the Memorandum of Agreement in the Official
Records, with instructions for the Recorder of Kern County, California to deliver the Memorandum
of Agreement to Agency;

(ili)  Record the Regulatory Agreement in the Official Records,
with instructions for the Recorder of Kern County, California to deliver the Regulatory Agreement to
Agency;

(iv)  Record the Notice of Affordability Restrictions in the Official
Records, with instructions for the Recorder of Kern County, California to deliver the Notice of
Affordability Restrictions to Agency;

) Record the Agency Deed of Trust in the Official Records,
with instructions for the Recorder of Kern County, California to deliver the Agency’s Deed of Trust
to Agency;

(vi)  Record the Request for Notice of Default in the Official
Records, with instructions for the Recorder of Kern County, California to deliver the Request for
Notice of Default to Agency;

(©) Instruct the Title Company to deliver the Title Policy to Agency;

d) File any informational reports required by Internal Revenue Code
Section 6045(e), as amended, and any other applicable requirements; and

(e) Forward to both Developer and Agency a separate accounting of all
funds received and disbursed for each party and copies of all executed and recorded or filed
documents deposited into Escrow, with such recording and filing date and information endorsed
thereon.

206.7 Review of Title. Developer shall be responsible for obtaining a preliminary
title report (“Title Report”) from Chicago Title Insurance Company or another title company
mutually satisfactory to both parties (“Title Company”) with respect to the title to the Site and deliver
same to the Agency concurrently herewith. Agency shall have the right to reasonably approve or
disapprove the exceptions to title set forth in the Title Report (“Exceptions™); provided, however, that
the following Exceptions are hereby approved by the parties:

@) The lien of any non-delinquent property taxes and assessments (to be
prorated at the time of Closing);

(b) The Redevelopment Plan; and
(© The provisions to be set forth in the Regulatory Agreement,

Memorandum of Agreement (which incorporates by reference the terms of this Agreement), and
Notice of Affordability Restrictions.
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The Agency shall have ten (10) days from the date of its receipt of the Title Report
and legible copies of all back-up documents listed as Exceptions therein or shown on any Survey to
give written notice to the Developer and to Escrow Agent of approval or disapproval of any of such
Exceptions; provided, however, that if following review of the Title Report, the Title Company adds
additional exceptions to coverage for matters not caused by Agency, the Agency shall have the right
to approve or disapprove any such exceptions (such new exceptions shall likewise be included within
the definition of the term “Exceptions”). Except for deed(s) of trust and regulatory agreement(s)
approved as part of the financing for the Project pursuant to Section 310, Developer shall not
voluntarily create any new exceptions to title following the Effective Date and prior to the Closing,
including without limitation any liens or stop notices related to any studies or other work at the Site.
Developer shall use good faith efforts to attempt to remove or modify any Exceptions which are
unacceptable. If any Exceptions disapproved by Agency are not removed, insured, or endorsed
around by the Title Company, each party shall have the option to either proceed to Closing and
accept title in its existing condition, or to terminate this Agreement.

206.8 Title Insurance. Concurrently with the Closing, there shall be issued to
Agency an ALTA extended coverage lender’s policy of title insurance, together with all
endorsements Agency may reasonably require (“Agency Title Policy”), issued by the Title Company
insuring that the lien of the Agency Deed of Trust against the Site is subordinate only to the Primary
Loan for the Project and to no other monetary encumbrance against the Site. The Agency Title
Policy shall include mechanics’ lien coverage and such other endorsements as Agency may
reasonably require, and except as provided above in Section 206.7, the Agency Title Policy shall
contain only such exceptions from coverage as shall have been approved in writing by Executive
Director. The Title Company shall provide Agency with copies of the Agency Title Policy. The
Agency Title Policy insuring the priority of the Agency Loan shall be for the full amount of the
Agency Loan.

207. Conditions Precedent.

207.1  Conditions Precedent to Disbursement of Agency Loan Proceeds and
Close of Escrow. The disbursement of the Agency Loan proceeds is subject to the fulfillment by
Developer or waiver by Agency of each and all of the Conditions Precedent described in this
Section 207, which are solely for the benefit of Agency, and each of which, if it requires action by
Developer, shall also be a covenant of Developer, and any of which may be waived by the
Executive Director in his/her sole and absolute discretion.

207.2  Outside Closing Date. The Close of Escrow for the initial disbursement of
the Agency Loan shall have occurred on or before the Outside Closing Date and as set forth in the
Schedule of Performance, unless modified in writing by Agency and Developer, each acting in their
sole and absolute discretion.

207.3 Documents. Not later than one (1) day prior to the date set for the close of
Escrow for disbursement of the proceeds of the Agency Loan, Developer shall have executed and
delivered to the Escrow Agent, in recordable form where required: (i) Agency Promissory Note,
(if) Agency Loan Deed of Trust, (iii) Memorandum of Agreement, (iv) Regulatory Agreement,
(v) Notice of Affordability Restrictions, and any other Documents required hereunder in connection
with the Agency Loan and the acquisition, development and operation of the Site by Developer. In
addition, the Guarantor shall have executed and delivered to Escrow Agent the Completion Guaranty.
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207.4  Final Budget. Developer shall have submitted to Agency for its approval
an updated and final pro forma and detailed Final Budget for the acquisition, development and
operation of the Project (consistent with the Scope of Development), and Executive Director shall
have approved the Final Budget in his reasonable discretion. The use of Agency Loan proceeds shall
be consistent with the approved Final Budget.

207.5 Lease/Rental Agreement. Developer shall have submitted to Agency, and
Agency shall have approved the standard form lease/rental agreement in conformance with the
Regulatory Agreement for rental of the Housing Units to eligible tenants in accordance with the
terms of this Agreement. Developer shall include certain terms in the standard form lease/rental
agreement which clearly describe the requirements of qualification and rental to Low and Very Low
Income Households, including without limitation: (i) the obligation to provide complete and timely
income verifications, as and when reasonably requested by Developer and/or Agency, but not less
frequently than prior to initial occupancy and then annually during the term of tenancy, (ii) a
description of the Affordable Rent for Low and Very Low Income Households, as applicable, (iv) the
rules and regulations for use, occupancy, and quiet enjoyment of the Housing Units and the Site, and
(v) such other terms as Developer and/or Agency deem reasonably necessary.

207.6  Evidence of Financing. Developer shall have provided written proof
reasonably acceptable to Agency that Developer has obtained a commitment for equity contributions
and loans, subject to customary conditions, for construction and permanent financing of the Project,
such financing shall fund and record concurrently with the Closing.

@) Certificate of Limited Partnership; Partnership Agreement. In
addition as a part of the evidence of financing, a Partnership Agreement in form and content
reasonably acceptable to Agency (and Agency’s legal counsel and economic advisor) in accordance
with this Agreement shall have been executed and a Certificate of Limited Partnership shall have
been filed with the California Secretary of State, under which Developer’s limited partners are
committed (subject to conditions set forth in the Partnership Agreement) to make equity
contributions in an amount which together with the proceeds of the Primary Loan, AHP Loan, if
applicable, Tax Credit Equity, Agency Loan, and any additional affordable housing subsidies and
loans, is sufficient to finance the Project. In addition, Developer shall have certified in writing to
Agency that the Agency Loan, together with the Primary Loan, Tax Credit Equity, affordable
housing subsidies and required equity contributions, are together projected to be sufficient to pay for
the acquisition, development and operation of the Site through completion of the Project.

207.7 Insurance. Agency shall have received evidence, satisfactory to Executive
Director or a Agency risk management designee(s), that all of the insurance policies, certificates, and
endorsements required by this Agreement have been duly submitted, reviewed and approved and
such insurance policies, certificates and endorsements are and remain in full force and effect.

207.8 Title to Site. Developer shall, as of the close of Escrow, have good and
marketable fee simple title to the Site and there will exist thereon or with respect thereto no
mortgage, lien, pledge or other encumbrance of any character whatsoever other than the financing
approved by Agency pursuant to Section 310, et seq., and liens for current real property taxes and
assessments not yet due and payable, and any other matters approved in writing by the Agency.
Agency shall have no obligation to make the Agency Loan to Developer unless and until title to the
Site conforms to Sections 206.7 and 206.8 and is reasonably acceptable to Agency.
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207.9 Title Insurance. Agency shall have received (or Title Company shall be
ready to issue) the Agency Title Policy. The Agency Title Policy shall include mechanics’ lien
coverage and such other endorsements as Agency may reasonably require, and except as provided
above in Section 206.7, the Agency Title Policy shall contain only such exceptions from coverage as
shall have been approved in writing by Executive Director.

207.10 Recordation. At the close of Escrow, the Escrow Agent shall be prepared
to record the Memorandum of Agreement, the Agency Loan Deed of Trust, the Regulatory
Agreement, the Notice of Affordability Restrictions, the Request for Notice, and any other
documents required to be recorded against the Site pursuant to the terms of this Agreement and the
Project Documents.

207.11 Environmental Compliance. All Governmental Requirements including
all Environmental Laws applicable to the Project shall have been satisfied if and to the extent such
satisfaction is required prior to disbursement of Agency Loan proceeds.

207.12 Environmental Condition. The environmental condition of the Site shall
be reasonably acceptable to Agency, as determined by Executive Director and Agency legal counsel
in their reasonable discretion.

207.13 Appraisal; Approval of Purchase Price. Developer shall have submitted
to Agency a true and correct copy of the appraisal(s) obtained regarding the fair market value of the
Site dated no earlier than January 1, 2011, demonstrating to the reasonable satisfaction of Agency
and its economic consultant that the total purchase price to be paid by Developer to Seller for the Site
is justified.

207.14 Management Plan; Marketing and Tenant Selection Plan; Property
Manager. Developer shall have submitted to Agency, and Agency shall have approved, the
Management Plan and Marketing and Tenant Selection Plan for the Project.

207.15 Building Permits. Developer shall have received all final grading and
building permits and other approvals necessary for the development of the Project and all fees
required to obtain such permits and approvals for the Project shall have been paid.

207.16 Escrow Expenses. Developer shall have paid, or caused the payment of, all
costs, fees, and expenses of the Escrow, including all costs or fees in connection with the acquisition
of the Site, Escrow fees, title insurance costs, documentary transfer taxes, or recording fees.

207.17 Partnership Agreement. Developer shall deliver to Agency the final,
executed Partnership Agreement which shall specifically authorize the execution of this Agreement,
the Agency Promissory Note, the Agency Loan Deed of Trust, the Security Agreement, the
Regulatory Agreement, the Notice of Affordability Restrictions, and all implementing Project
Documents and identifying the individual(s) with authority to enter into non-material implementation
agreements and/or amendments to this Agreement and make ongoing decisions relating to the
acquisition, development, and operation of the Project. Guarantor shall have delivered a resolution
of Guarantor’s board of directors specifically authorizing (or ratifying) the execution of the
Completion Guaranty and identifying the individuals with authority to sign such Completion
Guaranty on behalf of Guarantor.
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207.18 Representations and Warranties. The representations and warranties of
Developer contained in this Agreement shall be correct in all material respects as of the initial
disbursement of the Agency Loan as though made on and as of those dates, and Executive Director
shall have received a certificate to that effect signed by an officer of Developer.

207.19 No Default. No Event of Default by Developer shall have occurred, and no
event shall have occurred which, with the giving of notice or the passage of time or both, would
constitute an Event of Default by Developer, and Executive Director shall have received a certificate
to that effect signed by an officer of Developer.

All Conditions Precedent set forth in this Section 207, et seq., to the initial disbursement of
the Agency Loan and close of the Escrow for Developer’s acquisition of the Site, or to Agency’s
obligations hereunder, are for Agency’s benefit only and the Executive Director may waive all or any
part of such rights by written notice to Developer. If Executive Director shall, within the applicable
periods set forth herein, disapprove of any of the items which are subject to Agency’s approval (and
such items are not cured by Developer within applicable time frames), or if any of the conditions set
forth in this Agreement are not met within the times called for, Agency may thereafter terminate this
Agreement without any further liability on the part of Agency by giving written notice of termination
to Developer. Escrow Agent shall thereupon, without further consent from Developer, return to each
party the documents and funds deposited by them as to the Site.

208. Additional Conditions Precedent for Post-Closing Disbursements for
Construction. After the close of Escrow and after meeting all Conditions Precedent described n
Section 207, the remaining Agency Loan proceeds and Agency’s obligation to make each and every
additional disbursement of the remaining Agency Loan proceeds for the Project are subject to
Developer’s compliance with Developer’s fulfililment or waiver by Agency of each and all of the
following Conditions Precedent described below:

208.1 Application for Payment. Developer shall have submitted a written
request for payment to Agency in the form of the “Application for Disbursement” attached to the
Disbursement Procedures at least seven (7) business days prior to the requested disbursement. The
Application for Disbursement shall be completed and certified to be accurate by an authorized
representative of Developer. The Application for Disbursement shall specifically identify the nature
of each expense for which Agency Loan proceeds are being requested, by reference to items in the
approved Final Budget and Construction Contract, and shall identify the percentage of the
construction that has been completed as of the date of the Application for Disbursement. Each
Application for Disbursement shall be accompanied by invoices from the Contractor(s) and
subcontractors and any other requested information and documents, and lien releases from all
Contractor(s) and subcontractors and/or mechanic’s lien title endorsements reasonably acceptable to
Agency.

208.2 Inspection of Work. Agency or its agent(s) shall have inspected the
construction work for which the Application for Disbursement is being requested and shall have
determined, within seven (7) business days of receipt of a complete Application for Disbursement
that (a) such construction work has been completed substantially in accordance with this Agreement,
the Scope of Development, and the approved Development Plans, (b) the amount requested for each
line item corresponds to the percentage of work completed for such item, (c) there are adequate funds
remaining from the Agency Loan proceeds and other approved funding sources to complete the
Development and pay all remaining unpaid Project costs, (d) the construction work for which

25
DOCSOC/1513553v6/022548-0000



payment is being requested has been completed in a good and workmanlike manner in accordance
with the standards of the construction industry, and (e) the expenses are in accordance with the
approved Final Budget (or any change order approved in accordance with the approved Construction
Contract) and Construction Contract.

208.3 Lien Waivers. If requested by Agency, Agency shall have received
appropriate conditional (conditioned solely on payment) waivers of mechanics’ and materialmen’s
lien rights and stop notice rights executed by all contractors and other persons rendering services or
delivering materials covered by requests made in the Application for Disbursement. Agency Loan
proceeds used for hard Project Costs may, in the Executive Director’s sole and exclusive discretion,
be subject to a retention of [ten] percent [(10%)], with retained proceeds to be released upon lien-free
completion of construction of the Project and recordation of the Notice of Completion for the Project
(except to the extent Agency has approved no retention or different timing for release of retention
with respect to certain trades or line items).

300. DEVELOPMENT OF THE PROJECT.
301. Development of the Project.

301.1 Developer’s Obligations. Subject to the terms of this Agreement,
Developer agrees to construct and develop or cause construction and development through
completion of the Project, including all on-site and off-site improvements required to be constructed
in accordance with the Scope of Development and in compliance with the Entitlement approved by
the City and all applicable local codes, development standards, ordinances and zoning ordinances,
other applicable Governmental Requirements, and the Development Plans which are approved by the
City and Agency pursuant to Section 302 hereof.

@) Scope of Development. The “Project” shall include thirty-two (32)
Housing Units of which twenty-six (26) shall be one bedroom Housing Units, and six (6) shall be
two bedroom Housing Units with resident and guest parking spaces, an approximately 1500 square
foot community center including a management office, and an outdoor swimming pool. The Project
(including the off-site improvements anticipated to be required in connection with the Project) is
described in more detail in the Scope of Development attached hereto as Attachment No. 6.

302. Design Review of Development Plans.

302.1 Construction Drawings. Agency shall not perform any design review or
have any approval rights over drawings, plans or specifications for the Project (together,
“Construction Drawings”). The Agency shall rely on the City’s review and approval of such
Construction Drawings pursuant to the City‘s permitting process. Notwithstanding the foregoing,
Developer shall provide Agency with change orders or other revisions or modifications to the
Construction Drawings which are permitted hereunder without the Agency’s review and approval
provided that such change orders do not materially change the size, scope or quality of each Housing
Unit or the Project, as a whole.

302.2 Defects in Development Plans.  Neither Agency nor City shall be
responsible to Developer or to any third parties in any way for (a) any defects in the Development
Plans, (b) any structural or other defects in any work done according to the approved Development
Plans, nor (c)any delays caused by the review and approval processes established by this
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Section 302. Developer shall hold harmless, indemnify and defend the Indemnitees from and against
any claims or suits for damages to property or injuries to persons (including death) arising out of or
in any way relating to defects, latent or patent, in the Development Plans, or the actual construction
work and improvements comprising the Project, including, without limitation, the violation of any
Governmental Requirements, or arising out of or in any way relating to any defects in any work done
and/or improvements completed according to the approved Development Plans.

302.3  Agency Construction Manager. Agency shall have the right to employ (at
its sole cost and expense) a construction manager of its choosing (“Construction Manager”) to
oversee the construction and other development work performed at the Site pursuant to this
Agreement. The Construction Manager shall be retained to provide Agency with assurances that all
work is performed in a timely and safe manner and in accordance with this Agreement, the Scope of
Development, the Development Plans, the approved Construction Contracts, any approved change
orders and other legal requirements. Agency may also direct the Construction Manager (or another
consultant selected by Agency, in Agency’s sole discretion) to evaluate the Development Plans and
prepare an independent development cost estimate to assist Agency in determining whether
Developer (or General Contractor, as applicable) is obtaining commercially reasonable bids for the
Project from Subcontractors. Developer shall ensure that Agency’s Construction Manager shall have
full access to the Site and to all records of Developer, the General Contractor, and each and all
Subcontractors relating to the Project to permit the Construction Manager to perform its duties as
described in this Section 302.3, and each Construction Contract shall provide appropriate provisions
to effectuate this Section 302.3.

303. Timing of Development of the Project. Developer hereby covenants and agrees to
commence the construction and development of the Project within the time set forth in the Schedule
of Performance (subject to force majeure pursuant to Section 603 hereof). Developer further
covenants and agrees to diligently prosecute to completion the construction and development of the
Project in accordance with the approved Development Plans (as the same may be modified in
accordance herewith) and to file a notice of completion therefor pursuant to California Civil Code
Section 3093 within the time set forth in the Schedule of Performance.

304. City and Other Governmental Permits. As a Condition Precedent to Closing for
the Agency Loan pursuant to Section 207, Developer shall have received all required final grading
permits and conditional building permits for the construction of the Project. Before commencement
of construction of the Project Developer shall secure or cause its General Contractor
(and subcontractors) to secure any and all permits and approvals which may be required by City or
any other governmental agency affected by such construction, including, without limitation, rough
grading permits, final grading permits, conditional building permits, and final building permits. The
conditional building permits may state that the final unconditional building permits shall be issued
upon satisfactory completion of rough and complete grading, subject to the sole discretion of the
City’s Building and Planning Departments. Developer shall pay all necessary fees and timely submit
to the City final drawings with final corrections to the Development Plans to obtain any and all such
permits. Agency staff will, without obligation to incur liability or expense therefor, use their
reasonable efforts to expedite the City’s issuance of final building permits and certificates of
occupancy that meet Governmental Requirements and this Agreement.

305. Release of Construction Covenants. Promptly after the completion of the
development of the Project in conformity with this Agreement (as reasonably determined by Agency
Executive Director or his/her designee) and as determined completed by the City’s building official,
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upon the written request of Developer, Agency shall furnish Developer with a Release of
Construction Covenants for the Project (substantially in the form attached hereto as Attachment
No. 7, and incorporated herein) which evidences and determines the satisfactory completion of the
construction and development of the Project in accordance with this Agreement. The issuance and
recordation of the Release of Construction Covenants with respect to the Project shall not supersede,
cancel, amend or limit the continued effectiveness of any obligations relating to the maintenance,
operation, uses, payment of monies, or any other obligations, except for the obligation to complete
the development of the Project as of the time of the issuance of the Release of Construction
Covenants for the Project.

306. Insurance Requirements. Developer shall secure from a company or companies
licensed to conduct insurance business in the State of California, pay for, and maintain in full force
and effect from and after the Closing, and continuing for the Affordability Period, insurance for the
Project as required herein, issued by an “A:VI” or better rated insurance carrier as rated by A.M. Best
Company. Developer shall furnish certificates of insurance and endorsements to Agency not fewer
than fifteen (15) days prior to the Closing and shall furnish complete copies of such policy or policies
upon request by Agency or City.

306.1 Minimum Coverage/Endorsements. Notwithstanding any inconsistent
statement in the policy or any subsequent endorsement attached hereto, the protection afforded by
these policies shall be written on an occurrence basis in which Agency and City, and their respective
elected and appointed officials, officers, employees, agents and representatives (together, “Additional
Insureds”) are named as additional insureds on all coverage, except for Workers’ Compensation
coverage, but including Employers Liability coverage, and shall:

@ Name the Additional Insureds (from above) as additional insureds on
a Commercial General Liability (“CGL”) policy;

(b) Include an endorsement to the CGL policy naming the Additional
Insureds as additional insureds, and said endorsement shall be delivered to Agency Executive
Director prior to and as a Condition Precedent to the Closing (and maintained as required herein);
provided, however, that an individual endorsement specifically naming the Additional Insureds shall
not be required if Developer provides documentation which, in the sole discretion of Agency,
demonstrates that the Additional Insureds are otherwise automatically covered under some sort of
blanket policy language that clearly establishes the Additional Insureds’ status as additional insureds
under the policy, without the need for a separate endorsement in favor of the Additional Insureds;

(©) Provide a broad form commercial general liability insurance in the
amount of Ten Million Dollars ($10,000,000) per occurrence, which will be considered equivalent to
the required minimum limits, and such insurance shall (i) be written on an occurrence form, (ii) be
written with a primary policy form with limits of not less than $1,000,000 per occurrence; (iii) be
written with one or more excess layers to bring the total of primary and excess coverage limits to not
less than $10,000,000 per occurrence, (iv) not be written with a deductible greater than $20,000 per
occurrence (without prior written approval by Agency, which approval shall be granted or denied in
Agency’s sole and absolute discretion), (v) not be written with a self-insured retention (without prior
written approval by Agency, which approval shall be granted or denied in Agency’s sole and
absolute discretion), and (vi) contain a waiver of subrogation in favor of the Agency and City. Such
insurance shall include independent contractor coverage and shall cover the acts, errors, omissions,
or works of any of Developer’s subcontractors and any other person(s) acting on behalf of
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Developer, as respects any liability that may occur to Developer and/or any Additional Insureds from
such acts, errors, omissions or work;

(d) Provide primary Automobile Liability insurance for owned, non-
owned, and hired vehicles, as applicable to, or for any use related to, the Project, in an amount not
less than One Million Dollars ($1,000,000) combined single limit, with excess insurance coverage to
bring the total amount of Automobile Liability insurance coverage to an amount not less than Five
Million Dollars ($5,000,000) per accident for bodily injury and property damage;

(e Bear an endorsement or shall have attached a rider providing that
Agency shall be notified not less than thirty (30) days before any expiration, cancellation,
non-renewal, reduction in coverage, increase in deductible, or other material modification of such
policy or policies, and shall be notified not less than ten (10) days after any event of nonpayment of
premium (collectively, “Cancellation Notice”), provided, however, that an individual endorsement
specifically naming the Agency shall not be required if Developer provides documentation which, in
the sole discretion of Agency, demonstrates that the Agency will automatically receive such
Cancellation Notice under some sort of blanket policy language, without the need for a separate
endorsement in favor of the Agency; and

)] Developer shall also file with Agency the following signed
certification:

“I am aware of, and will comply with, Section 3700 of the L abor
Code, requiring every employer to be insured against liability of
Workers Compensation or to undertake self-insurance before
commencing any of thework.”

Developer shall comply with Sections 3700 and 3800 of the Labor Code by securing,
paying for and maintaining in full force and effect from and after the Closing of Escrow, and
continuing for the Affordability Period, complete Workers’ Compensation insurance, to statutory
limits, with Employers Liability limits not less than One Million Dollars ($1,000,000) per
occurrence, and shall furnish a Certificate of Insurance to Agency before the commencement of
construction. Every Workers’ Compensation insurance policy shall bear an endorsement or shall
have attached a rider providing that, in the event of expiration, proposed cancellation, or reduction in
coverage of such policy for any reason whatsoever, Agency shall be notified, giving Developer a
sufficient time to comply with applicable law, but in no event less than thirty (30) days before such
expiration, cancellation, or reduction in coverage is effective or ten (10) days in the event of
nonpayment of premium.

(9) All Additional Insureds shall not be responsible for any claims in law
or equity occasioned by the failure of Developer to comply with this Section 306.1. Agency shall
have the right, but not the obligation, to pay a premium on behalf of Developer

(h) Should any of the insurance coverage required herein be written with
an annual aggregate: (i) such aggregate shall be disclosed in writing to Agency, (ii) should total
incurred claims (paid plus reserves) against such insurance exceed fifty percent (50%) of the
applicable aggregate, Developer shall prompt notify Agency in writing, and (iii) should total incurred
claims (paid plus reserves) against such insurance exceed seventy-five percent (75%) of the
applicable aggregate, Developer shall promptly notify Agency in writing and promptly take whatever
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action is necessary to have the aggregate reinstated to an amount not less than fifty percent (50%) of
the original aggregate amount.

M For all insurance required under this Section 306.1, Agency shall have
the right, at every ten (10) year period of the Affordability Period, to review the types and limits of
insurance coverage required herein and to make reasonable adjustments, provided that such types and
limits shall not exceed that typically carried by the owner and operator of a first class apartment
complex, of approximately the same size, in Kern County, California, based on reasonable research
and investigation by Agency.

306.2 Property Insurance. Commencing upon the Closing and continuing until
the later of (i) the expiration or earlier termination of the Affordability Period, or (ii) the date
Developer vacates the Site, Developer shall secure, maintain, and pay for the following all-risk
Property Insurance for the Project and the Site; provided, however, in the case of Builder’s Risk
insurance where Developer is not the General Contractor, Developer may cause the required
Builder’s Risk insurance to be secured, maintained, and paid for by the General Contractor:

@) Prior to the start of construction and continuing until the completion
of construction (the latter of final acceptance of the Project or issuance of the final certificate of
occupancy for the Project): all-risk Builder’s Risk (course of construction) insurance coverage but
excluding the perils of earthquake (land movement) and flood, in an amount equal to the full cost of
the hard construction costs of the Project. Such insurance shall be written on an all-risk form, and
shall cover, at a minimum: all work, materials, and equipment to be incorporated into the Project;
the Project during construction; the completed Project until such time as it is accepted by the City;
and storage and transportation risks; and such coverage shall not be terminated until permanent
Property Insurance is in place, as required in Section 306.2(b). Such insurance shall protect/insure
the interests of Developer/owner and the General Contractor, and other contractor(s), and all
subcontractors, as each of their interests may appear. If such insurance includes an exclusion for
“design error,” such exclusion shall only be for the object or portion which failed. Such insurance
shall include an insurer’s waiver of subrogation in favor of each protected/insured party thereunder
and the Agency and City. Agency shall be named as an additional loss payee, as its interests may
appear, with a Lenders Loss Payable endorsement, which shall be delivered to Agency prior to the
start of construction.

(b) Commencing with the completion of construction and continuing
until the later of (i) the expiration or earlier termination of the Affordability Period or (ii) the date
Developer vacates the Site: (a) all-risk physical damage insurance coverage (“Property Insurance”),
on an all-risk basis, covering all insurable structures and equipment, including coverage for building
code changes, but excluding the perils of earthquake (land movement) and flood, in an amount not
less than 100% of the replacement cost of the total values at risk, which shall be adjusted for
increased costs of construction and replacement on an annual basis, to protect against loss of, damage
to, or destruction of the Project; such insurance shall not contain a coinsurance clause; (b) business
interruption and extra expense insurance to protect Developer and all additional loss payees covering
loss of revenues and/or extra expense incurred by reason of the total or partial suspension or delay of,
or interruption in, the operation of the Project, or any portion thereof, caused by loss or damage to or
destruction of any part of the insurable real property structures or equipment as a result of the perils
insured against under such Property Insurance, covering a period of suspension, delay or interruption
of at least eighteen (18) calendar months, in an amount not less than the amount required to cover
such business interruption and/or extra expense loss during any such period; such insurance shall not
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contain a deductible in an amount in excess of a thirty (30) day period; and (c) as applicable, boiler
and machinery insurance in the aggregate amount of the full replacement value of the equipment
typically covered by such insurance. On the coverage required under this subparagraph 306.2(b),
Agency shall be named as an additional loss payee, as its interests may appear, with a Lenders Loss
Payable endorsement whenever possible, and if not attainable for Additional Insured other than
Agency, then a loss payable endorsement may be utilized, which shall be delivered to Agency at the
completion of construction and prior to the expiration of the Builders Risk insurance coverage
required herein.

(©) For all insurance required under this Section 306.2, said polices shall
provide, by endorsement, that they will not be cancelled, non-renewed or reduced in scope or
coverage, without at least thirty (30) days prior written notice to Agency, except in the event of non-
payment of premium which shall provide for at least ten (10) days prior written notice to Agency.

306.3 Reduction in Requirements. Agency’s Risk Manager is hereby authorized
to reduce the requirements set forth herein, on a temporary or permanent basis, in the event he
determines, in his sole discretion, that such reduction is in Agency’s best interest.

306.4  Obligation to Repair and Restore Damage Due to Casualty Covered by
Insurance. Subject to Section 306.5 below, if the Project shall be totally or partially destroyed or
rendered wholly or partly uninhabitable by fire or other casualty required to be insured against by
Developer, Developer shall promptly proceed to obtain insurance proceeds and take all steps
necessary to begin reconstruction and, immediately upon receipt of insurance proceeds, to promptly
and diligently commence the repair or replacement of the Project to substantially the same condition
as the Project is required to be constructed pursuant to this Agreement, if and to the extent the
insurance proceeds are sufficient to cover the actual cost of repair, replacement, or restoration, and
Developer shall complete the same as soon as possible thereafter so that the Project can be occupied
in accordance with this Agreement. Subject to force majeure delays pursuant to Section 603 hereof,
in no event shall the repair, replacement, or restoration period exceed one (1) year from the date
Developer obtains insurance proceeds unless Agency’s Executive Director, in his/her reasonable
discretion, approves a longer period of time. Agency shall cooperate with Developer, at no expense
to Agency, in obtaining any governmental permits required for the repair, replacement, or restoration.
If, however, the then-existing laws of any other governmental agencies with jurisdiction over the Site
do not permit the repair, replacement, or restoration, Developer may elect not to repair, replace, or
restore the Project by giving notice to Agency (in which event Developer will be entitled to all
insurance proceeds but Developer shall be required to remove all debris from the Site) or Developer
may reconstruct such other improvements on the Site as are consistent with applicable land use
regulations and approved by the Agency and the other governmental agency or agencies with
jurisdiction.

306.5 Damage or Destruction Due to Cause Not Required to be Covered by
Insurance. If the Project is completely destroyed or suffers Substantial Damage (as hereinafter
defined) caused by a casualty for which Developer is not required to (and has not) insured against, or
if insurance proceeds are insufficient to rebuild then Developer shall not be required to repair,
replace, or restore such improvements and may elect not to do so by providing Agency with written
notice of election not to repair, replace, or restore within ninety (90) days after such substantial
damage or destruction. In such event, obligations under this Agreement and the Regulatory
Agreement shall be automatically terminated and the Agency Promissory Note shall be repaid if and
to the extent insurance proceeds are available therefor after payment of all secured obligations with
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priority over the Agency Deed of Trust. As used in this Section 306.5, “Substantial Damage” caused
by a casualty not required to be (and not) covered by insurance shall mean damage or destruction
which is fifteen percent (15%) or more of the replacement cost of the improvements comprising the
Project. In the event Developer does not timely elect not to repair, replace, or restore the Project as
set forth in the first sentence of this Section 306.5, Developer shall be conclusively deemed to have
waived its right not to repair, replace, or restore the Project and thereafter Developer shall promptly
commence and complete the repair, replacement, or restoration of the damaged or destroyed Project
in accordance with Section 306.4 above.

307. Indemnity. Developer shall defend, indemnify, pay for, assume all responsibility
for, and hold the Indemnitees, harmless from all claims, demands, damages, defense costs or liability
of any kind or nature relating to the subject matter of this Agreement or the validity, applicability,
interpretation or implementation hereof and for any damages to property or injuries to persons,
including accidental death (including attorneys fees and costs), which may be caused by any acts or
omissions of Developer under this Agreement, whether such activities or performance thereof be by
Developer or by anyone directly or indirectly employed or contracted with by Developer and whether
such damage shall accrue or be discovered before or after termination of this Agreement and arising
prior to the later of (i) the expiration or earlier termination of the Affordability Period or (ii) the date
Developer vacates the Site. Developer shall not be liable for property damage or bodily injury to the
extent occasioned by the gross negligence or willful misconduct of Agency or City or their agents or
employees. Developer shall have the obligation to defend any such action; provided, however, that
this obligation to defend shall not be effective if and to the extent that Developer determines in its
reasonable discretion that such action is meritorious or that the interests of the parties justify a
compromise or a settlement of such action, in which case Developer shall compromise or settle such
action in a way that fully protects Indemnitees from any liability or obligation. In this regard,
Developer’s obligation and right to defend shall include the right to hire (subject to written
reasonable approval by Agency and City) attorneys and experts necessary to defend, the right to
process and settle reasonable claims, the right to enter into reasonable settlement agreements and pay
amounts as required by the terms of such settlement, and the right to pay any judgments assessed
against Indemnitees. If Developer defends any such action, as set forth above, (i) Developer shall
indemnify and hold harmless Indemnitees from and against any claims, losses, liabilities, or damages
assessed or awarded against either of them by way of judgment, settlement, or stipulation and
(if) Agency shall be entitled to settle any such claim only with the written consent of Developer and
any settlement without Developer’s consent shall release Developer’s obligations under this
Section 307 with respect to such settled claim.

308. Entry by Agency. From the date of the Closing and thereafter, Developer (and its
successor and assigns) shall permit Agency and City, and their officers, employees, consultants, and
agents at all reasonable times, and in compliance with the reasonable safety policies and procedures
of Developer and its contractor, to enter onto the Site and inspect the work of development of the
Project to determine that the same is in conformity with the Development Plans and all the
requirements hereof. Developer acknowledges that City and Agency are under no obligation to
supervise, inspect, or inform Developer of the progress of construction, and Developer shall not rely
upon Agency or City therefor. Any inspection by Agency and City is entirely for their purposes in
determining whether Developer is in compliance with this Agreement and is not for the purpose of
determining or informing Developer of the quality or suitability of construction or any other work at
the Site. Developer shall rely entirely upon its own supervision and inspection in determining the
quality and suitability of the materials and work, and the performance of architects, subcontractors,
and material suppliers.
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309. Compliance with Laws. Developer shall carry out the design, construction,
development and operation of the Project in conformity with all applicable federal, state and local
laws, including, without limitation, all applicable state labor standards, City zoning and development
standards, building, plumbing, mechanical and electrical codes, and all other provisions of the
Ridgecrest Municipal Code, and all applicable disabled and handicapped access requirements,
including without limitation the Americans With Disabilities Act, 42 U.S.C. Section 12101, et seq.,
Government Code Section 4450, et seq., Government Code Section 11135, et seq., and the Unruh
Civil Rights Act, Civil Code Section51, etseq., and any other applicable Governmental
Requirements. Developer (and its Affiliates and successors and assigns) shall pay prior to
delinquency all ad valorem real estate taxes, possessory interest taxes, and assessments as to the
Project, subject to Developer’s (and its Affiliates and successors and assigns) right to contest in good
faith any such taxes. Developer may apply for and receive any exemption from the payment of
property taxes or assessments on any interest in or as to the Project without the prior approval of
Agency.

309.1 Prevailing Wage Laws. Developer shall carry out the construction through
completion of the Project and the overall development of the Site in conformity with all applicable
federal, state and local labor laws and regulations, including, without limitation, as applicable, the
requirements to pay prevailing wages under federal law (the Davis-Bacon Act, 40 U.S.C.
Section 3141, etseq., and the regulations promulgated thereunder set forth at 29 CFR Part 1
(collectively, “Davis-Bacon”)) and California law (Labor Code Section 1720, etseq.). The
applicability of federal, state and local prevailing wage laws will be determined based upon the final
financing structure and sources of funding of the Project, as approved by Agency Executive Director
pursuant to Section 310.

309.2 Developer shall be solely responsible, expressly or impliedly, for
determining and effectuating compliance with all applicable federal, state and local public works
requirements, prevailing wage laws, labor laws and standards, and Agency and City make no
representation, either legally and/or financially, as to the applicability or non-applicability of any
federal, state and local laws to the Project, either onsite or offsite. Developer expressly, knowingly
and voluntarily acknowledges and agrees that Agency and City have not previously represented to
Developer or to any representative, agent or Affiliate of Developer, or its General Contractor or any
subcontractor(s) for the construction or development of the Project, in writing or otherwise, in a call
for bids or otherwise, that the work and construction undertaken pursuant to this Agreement is (or is
not) a “public work,” as defined in Section 1720 of the Labor Code or under Davis-Bacon.

309.3  Developer knowingly and voluntarily agrees that Developer shall have the
obligation to provide any and all disclosures or identifications with respect to the Project as required
by Labor Code Section 1781 and/or by Davis-Bacon, as the same may be amended from time to time
and, to the extent applicable, any other similar law or regulation. Developer shall indemnify, protect,
pay for, defend (with legal counsel acceptable to Agency and City) and hold harmless the
Indemnitees, from and against any and all loss, liability, damage, claim, cost, expense and/or
“increased costs” (including reasonable attorneys fees, court and litigation costs, and fees of expert
witnesses) which, in connection with the development, construction (as defined by applicable law)
and/or operation of the Project, including, without limitation, any and all public works (as defined by
applicable law), results or arises in any way from any of the following: (i) the noncompliance by
Developer with any applicable local, state and/or federal law or regulation, including, without
limitation, any applicable federal and/or state labor laws or regulations (including, without limitation,
if applicable, the requirement to pay state and/or federal prevailing wages); (ii) the implementation of
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Section 1781 of the Labor Code and/or of Davis-Bacon, as the same may be amended from time to
time, or any other similar law or regulation; and/or (iii) failure by Developer to provide any required
disclosure or identification as required by Labor Code Section 1781 and/or by Davis-Bacon, as the
same may be amended from time to time, or any other similar law or regulation. It is agreed by the
parties that, in connection with the development and construction (as defined by applicable law or
regulation) of the Project, including, without limitation, any and all public works (as defined by
applicable law or regulation), Developer shall bear all risks of payment or non-payment of prevailing
wages under applicable federal, state and local law or regulation and/or the implementation of Labor
Code Section 1781 and/or by Davis-Bacon, as the same may be amended from time to time, and/or
any other similar law or regulation. “Increased costs,” as used in this Section 309.1, shall have the
meaning ascribed to it in Labor Code Section 1781, as the same may be amended from time to time.
The foregoing indemnity shall survive termination of this Agreement and shall continue after
completion of the construction and development of the Project by Developer.

310. Financing of the Project.

310.1  Sources of Financing. Developer and Agency anticipate the following
funding sources to be obtained by Developer and utilized in addition to the Agency Loan for the
acquisition, development, and operation of the Project. The final sources and amounts of funding for
the Project as well as the final cost estimates with respect to the acquisition, development and
operation of the Project shall be set forth in the Final Budget which is required to be submitted to
Agency as a Condition Precedent pursuant to Section 207.

@ Tax Credit Equity. Developer shall use its reasonable and best
efforts to apply for and secure an allocation of federal 9% Tax Credits in an amount not less than
reasonably expected to yield approximately $ in equity from the Investor Limited
Partner (“Tax Credit Equity”). The parties acknowledge that Developer is not guaranteed to receive
an allocation of Tax Credits in response to its first Tax Credit Application with respect to the Project;
in the event Developer does not receive such an allocation of Tax Credits in response to Developer’s
first Application, this Agreement shall automatically terminate and be of no further force and effect.
[Discuss]

(b) Primary Loan. Developer shall use its reasonable and best efforts to
apply for and obtain the Primary Loan, including construction and permanent financing, from the
Lender, in an approximate amount of not less than $ for the construction loan and
approximately $ for the permanent loan or such other amount as is reasonably necessary
in the reasonable discretion of the Executive Director, as determined in accordance with the approved
Final Budget submitted by Developer to Agency.

(©) Developer Fees. Developer shall defer acceptance of a Developer
Fee payable in connection with the Project in accordance with this Agreement. The Developer Fee
has been calculated in accordance with the Tax Credit Rules in the currently-estimated amount of
$

(d) AHP Financing. In addition to the foregoing provisions, Developer
shall have the right but not the obligation to secure an AHP Loan for the Project. In the event
Developer is successful in securing funding of an AHP Loan for the Project, the proceeds of the AHP
Loan shall be utilized to pay Project Costs pursuant to the Final Budget.
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(e) No Additional Agency Subsidy. In no event shall Agency be
obligated to provide any financial assistance or subsidy to the Project other than the Agency Loan for
the Project.

310.2 Submission of Evidence of Financing. Prior to and as a Condition
Precedent to the Closing, Developer shall submit to Agency, and Agency (and its financial
consultant(s) and legal counsel(s)) shall review and approve (or disapprove) evidence that Developer
has obtained sufficient equity capital and firm and binding commitments for financing necessary to
undertake the construction, completion and operation of the Project, in accordance with this
Agreement.

@) Required Financing Submittals, Submittal of Construction
Contract. Such evidence of financing for the Project and readiness to commence construction of the
Project shall include all of the following:

Q) An updated pro forma and Final Budget for the Project
showing the projected costs of construction of the Project, including all onsite and offsite
improvements to be constructed in connection therewith.

(i) A copy of the Lender’s binding commitment obtained by
Developer for the Primary Loan for the Project if issued by Lender, and, when available, copies of all
loan documents evidencing the Primary Loan therefor. The Primary Loan commitments for
financing shall be in such form and content acceptable to Agency and its financial advisor(s) and its
legal advisor(s) and as such reasonably evidences a legally binding, firm and enforceable
commitment, subject only to the Lender’s customary and normal conditions and terms and subject to
the requirements of this Section 310. The commitment also shall state the specific terms and
requirements, if any, by the Lender relating to subordination of the Regulatory Agreement and the
Agency Loan. Developer shall provide written certification to Agency that the loan documents
submitted are correct copies of the actual loan documents to be executed by Developer concurrently
with the Closing. If the Lender requires a subordination agreement between or among Lender,
Agency and/or Developer, Agency shall review the form of subordination subject to the reasonable
review and approval of Agency Executive Director and legal counsel(s), subject to one or more of the
conditions set forth in Section 310.10 necessary for the Primary Loan to be a title insured first
monetary lien on the Project. All costs incurred for the review and completion of each subordination
agreement (except and excluding the first subordination agreement entered into at the Closing for the
Project) and any amendment, modification or other reaffirmation thereof shall be expressly subject to
Developer (or another person or entity other than Agency or City) paying all Third Party Costs (as
defined in Section 716) incurred by Agency (or City) in connection therewith, with payment of such
incurred costs a condition precedent to any obligation of Agency to sign such subordination or
reaffirmation document, except as to the first subordination agreement pre-Closing for the Project
and for any subordination agreement required by the initial permanent Lender; provided such initial
permanent loan is documented as part of the initial subordination agreement for which Agency will
assume Agency’s own costs.

(iii)) A current certified financial statement of Developer (and all
partners and members thereof, except the Investor Limited Partner) and/or other documentation
satisfactory to Agency as evidence of other sources of capital sufficient to demonstrate that
Developer has adequate funds to cover the difference, if any, between construction and completion
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costs, and the financing authorized by the Tax Credits, Primary Loan, and any additional subsidies,
sources of funding, or financing obtained by Developer for the development of the Project.

(iv)  Copies of the Construction Contract(s) and all other contracts
between Developer and its General Contractor (and all available contracts with Subcontractors) for
the construction of the Project and any other on-site or off-site improvements required to be
constructed for the Project, certified by Developer to be a true, correct, and fully executed copy
thereof, and which shall include reference to this Agreement and General Contractor’s (and all
Subcontractors’) specific obligation to carry out the construction and completion of the Project (or
part thereof) in conformity with the approved Development Plans, the Act, all applicable federal and
state prevailing wage laws, applicable Environmental Laws, and all applicable Governmental
Regulations. The scope of work in the Construction Contracts shall conform in all respects to the
Scope of Development, the Entitlement, and the approved Development Plans, and such scope of
work shall be subject to the Executive Director’s sole and absolute approval.

(V) Agency shall have the right to approve or disapprove such
evidence of financing within ten (10) days of submission by Developer to Agency of all complete
items required by this Section 310 or as otherwise reasonably imposed by Developer’s financing. In
this regard, Developer agrees it shall use best efforts to cause its Lender and Investor Limited Partner
to timely provide complete drafts of documents for review by Agency and its legal counsel(s) to
perform within such time frames. Approval shall not be unreasonably withheld or conditioned. If
Agency disapproves any such evidence of financing, Agency shall do so by written notice to
Developer stating the reasons for such disapproval and Developer shall promptly obtain and submit
to Agency new evidence of financing within reset but equal time periods. If Developer’s submission
of new evidence of financing is timely and complete and provides Agency with adequate time to
review such evidence within the times established in this Section 310, Agency shall approve or
disapprove such new evidence of financing in the same manner and within the same times
established in this Section 310 for the approval or disapproval of the evidence of financing as
submitted to Agency initially.

The evidence of financing shall be deemed to be an ongoing representation by
Developer that the sum total of all sources of financing are equal to and not greater than the amount
of the Project costs as set forth in the Final Budget for the Project and that such Final Budget is
consistent with the Tax Credit Application, Tax Credit Reservation, and any and all updates thereto
submitted by Developer to TCAC. Once the complete evidence of financing is approved by Agency,
Developer shall promptly notify Agency in writing of any change in, additional conditions to, or
additional sources of financing, including without limitation, the award of state or federal Tax
Credits, and any updates or additional information material or relevant to such financing and/or the
Tax Credits. The representations made by Developer with respect to the budgets and costs for the
Project and the sources of funding and method of financing for the Project, inclusive of all submittals
and information related to the Tax Credits, were and remain the basis used by Agency to negotiate
the financial terms of this Agreement and any change in such budgets and sources of Project funding
or financing for the Project shall, at the sole discretion of Agency, be cause to renegotiate the
financial terms hereof for the Project.

310.3 Tax Credit Equity. The following requirements must be satisfied in order
for the equity financing for Tax Credit funding for the Project to be approved by Agency pursuant to
this Section 310:
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@) The identity of the limited partners of the limited partnership shall be
reasonably acceptable to Agency Executive Director, Agency financial advisor(s), and legal
counsel(s). Red Stone Equity Parties, LLC, or an entity in which Red Stone Equity Parties has a
majority interest in profits and complete managerial and operational control, is hereby approved as
the limited partners.

310.4 Required Submissions. Developer shall submit the following documents
as evidence of Tax Credit financing:

€)) The Partnership Agreement or equivalent funding commitment letter
from the equity investors in the Project which demonstrates that Developer has sufficient funds and
committed capital/equity for commencement through completion of construction, and that such funds
have been committed to construction of the Project, and a current financial statement of Developer.

(b) A complete copy of each Application and supporting documentation
submitted to TCAC by Developer, within five (5) days following Developer’s submission thereof to
TCAC.

(©) A copy of a preliminary Reservation letter from TCAC notifying
Developer that an allocation of 9% Tax Credits, has been reserved for the Project, along with
certification that there have not been any material changes to the information provided by Developer
in the Applications, as defined and referenced in such Reservation letters, and that if there are
material changes then such information will be provided to TCAC (and Agency) forthwith.

310.5 Holder Performance of Development of the Project. The holder of any
mortgage or deed of trust authorized by this Agreement shall not be obligated by the provisions of
this Agreement to develop the Project or any portion thereof, or to guarantee such construction or
completion; nor shall any covenant or any other provision in this Agreement be construed so to
obligate such holder.

310.6  Notice of Default to Mortgagee or Deed of Trust Holders, Right to
Cure. With respect to any mortgage or deed of trust granted by Developer as provided herein,
whenever Agency may deliver any notice or demand to Developer with respect to any breach or
default by Developer hereunder or under any other document executed pursuant to this Agreement,
Agency shall at the same time deliver to each holder of record of any mortgage or deed of trust
authorized by this Agreement a copy of such notice or demand. Each holder shall (insofar as the
rights granted by Agency are concerned) have the right, but not the obligation, at its option, within
sixty (60) days after the receipt of the notice, to cure or remedy or commence to cure or remedy and
thereafter to pursue with due diligence the cure or remedy of any default and to add the cost thereof
to the mortgage debt and the lien of its mortgage. Nothing contained in this Agreement shall be
deemed to permit or authorize any holder to undertake or continue the construction or completion of
the Project, or any portion thereof (beyond the extent necessary to conserve or protect the
improvements or construction already made) without first having expressly assumed Developer’s
obligations to Agency under this Agreement by a written assumption agreement reasonably
satisfactory to Agency and its legal counsel(s). The holder, in that event, must agree to complete, or
cause to be completed by a party which is reasonably acceptable to Agency, in the manner provided
in this Agreement, the improvements to which the lien or title of holder relates. Any holder (or
assignee approved by Agency) properly completing the improvements for the Project shall be
entitled, upon compliance with the requirements of Section 305 of this Agreement, to a Release of
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Construction Covenants as to the Project. It is understood that a holder (or assignee approved by
Agency) shall be deemed to have satisfied the sixty (60) day time limit set forth above for
commencing to cure or remedy a Developer default which requires possession of the Site (or portion
thereof), if and to the extent any holder (or assignee approved by Agency) has within the sixty
(60) day period commenced proceedings to obtain possession and thereafter the holder diligently
pursues such proceedings to completion and cures or remedies the default.

Notwithstanding anything to the contrary contained herein, Agency agrees that any
cure of any default made or tendered by one or more of Developer’s limited partners shall be deemed
to be a cure by Developer and shall be accepted or rejected on the same basis as if made or tendered
by Developer. Copies of all notices which are sent to Developer under the terms of this Agreement
shall also be sent to all approved limited partners who have requested such notice.

310.7 Failure of Holder to Complete Project. In any case where,
ninety (90) days after the holder of any mortgage or deed of trust creating a lien or encumbrance
upon the Site, or any part thereof, receives a notice from Agency of a default by Developer in
completion of construction of all or any part of the Project under this Agreement, and the holder has
not exercised the option to construct or cause to be constructed the Project as set forth in
Section 310.7, or if it has exercised the option but has defaulted hereunder and failed to timely cure
such default, Agency may fully assume the mortgage or deed of trust by assuming all payment and
performance obligations due to the holder for and in the amount of the unpaid mortgage or deed of
trust debt, including principal and interest and all other sums secured by the mortgage or deed of
trust. If the possession of the Site or any part thereof has vested in the holder, Agency, if it so
desires, shall be entitled to a conveyance from the holder to Agency upon payment to the holder of an
amount equal to the sum of the following:

@) The unpaid mortgage or deed of trust debt at the time the
Affordability Period and possession of the Project became vested in the holder (less all appropriate
credits, including those resulting from collection and application of rentals and other income received
during foreclosure proceedings);

(b) All reasonable and customary expenses with respect to foreclosure,
including reasonable attorneys’ fees;

(©) The net expense, if any (exclusive of general overhead), incurred by
the holder as a direct result of the subsequent management of the Project or part thereof;

(d) The costs of any necessary improvements made by the holder
(or assignee approved by Agency) pursuant to the requirements of this Agreement or as otherwise
approved by Agency;

(e) An amount equivalent to the interest that would have accrued on the
aggregate of such amounts had all amounts become part of the mortgage or deed of trust debt and
such debt had continued in existence to the date of payment by Agency; and

()] Any reasonable and customary prepayment charges imposed by the
Lender pursuant to its Primary Loan documents and agreed to by Developer.

38
DOCSOC/1513553v6/022548-0000



310.8 Right of Agency to Cure Mortgage or Deed of Trust Default. In the
event of Developer’s default or breach of the Primary Loan, including the loan agreement,
promissory note, mortgage or deed of trust, or a default under the terms of Developer’s Partnership
Agreement for the Project, Developer shall immediately deliver to Agency a copy of any default
notice pertaining thereto. If the holder of the Primary Loan, including the loan agreement,
promissory note, mortgage or deed of trust has not exercised its option to construct prior to the
issuance of the Release of Construction Covenants as to the Project, pursuant to Section 310.7,
Agency shall have the right but not the obligation to cure the default of the Primary Loan, including
the loan agreement, promissory note, mortgage or deed of trust. Agency shall likewise have the right
but not the obligation to cure any Partnership Agreement default. In such event, Agency shall be
entitled to reimbursement from Developer of all proper costs and expenses incurred by Agency in
curing any default.

310.9 Subordination of Affordability Covenants. Agency finds that an
economically feasible method of financing for the construction and operation of the Project without
the subordination of the Regulatory Agreement and the lien of the Agency Loan is not reasonably
available. Accordingly, Agency agrees to subordinate the covenants contained in the Regulatory
Agreement and the lien of the Agency Loan to the Primary Loan and/or the Tax Credit Regulatory
Agreement, subject to the terms of this Section 310.10. Each and any subordination agreement
evidencing or affirming Agency’s subordination of the Regulatory Agreement and the lien of the
Agency Loan entered into by Agency shall contain written commitments which Agency Executive
Director finds are reasonably designed to protect Agency’s investment in the Project (and Agency’s
investment of Housing Fund monies in the Site) in the event of default; any such subordination
agreement(s) shall contain contractual obligation of such Lender to include, without limitation, the
following: (a) concurrent delivery to Agency of a true copy of each and any notice provided by the
Lender for the Project to Developer (as its borrower) during the term of the Primary Loan for the
Project; (b) a reasonably extended cure period and right to Agency to cure and assume the Primary
Loan, and/or other senior lien(s) for the Project upon the same terms applicable to the approved
financing to Developer pursuant to the loan documents applicable thereto with such right, but with no
obligation, to the Agency being available both from the date of issuance of any notice of default
through and after the recordation of a formal Notice of Default by the Lender for the Project pursuant
to applicable California Code of Civil Procedure foreclosure requirements, and (c) a right of Agency
to cure a default on each of the senior loan(s) for the Project prior to foreclosure and after recordation
of a Notice of Default pursuant to applicable California Code of Civil Procedure requirements; and
such cure rights may also include: (d) a right of Agency to negotiate with the senior lender(s) for the
Project after notice of default from the senior Lender (or lender(s)) and prior to foreclosure, (e) an
agreement that if prior to foreclosure of the senior loan for the Project, Agency takes title to the Site
and cures the default on the senior loan(s) for the Project, the senior Lender (or lender(s)) will not
exercise any right it may have to accelerate the senior loan by reason of the transfer of title to
Agency.

310.10 Failure to Obtain Financing. In the event Developer, despite exercising
its reasonable and best efforts to obtain required construction financing for the Project, fails to obtain
financing as specified in Section 310.1 and within the time specified in the Schedule of Performance,
either Developer or Agency may terminate this Agreement as provided in Sections 604 and 605
hereof, respectively.
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311. Cost Savings Obligation. Developer hereby agrees to provide and pay to Agency a
Cost Savings payment for the Project in an amount to be determined based on the Audit to be
conducted upon completion of construction for the Project.

311.1 Audit to Determine Cost Savings Amount. The actual amount of Cost
Savings to be paid to Agency shall be determined after the Audit, as hereafter defined and described,
and the amount of such Cost Savings shall be equal to the amount by which the total sources of
permanent financing for the Project exceed the costs of development incurred for that Project.
Within one hundred twenty (120) days following the completion of construction of the Project, as
evidenced by issuance of the final certificate of occupancy by the City’s building official, Developer
shall cause its certified public accountant(s) to perform a final audit of the costs of development of
the Project in accordance with the requirements of the Tax Credits and generally accepted accounting
principles (“GAAP”) and generally accepted auditing standards (herein, referred to as “Audit”). If
the Audit determines that the total sources of permanent financing for the Project (including long-
term permanent debt and equity) exceed Developer’s total costs to develop the Project (including,
without limitation, all hard and soft costs and all on site and off site improvements required in
connection with the development of the Project, such excess shall be considered the “Cost Savings”
for the Project.

311.2 Cost Savings Payment as Payment of Principal on Agency Loan. The
Cost Savings for the Project, once determined by the Audit pursuant to Section 311.1, shall be due
and paid by Developer and allocated and credited as a payment on the Agency Loan for the Project,
as and when paid.

311.3 Timing of Payment of Cost Savings. The Cost Savings for the Project
shall become due and payable by Developer to Agency after receipt by Developer of the final Tax
Credit equity and completion of construction, but not later than sixty (60) days after Developer
receives its final Tax Credit equity payment for the Project.

400. OPERATION OF HOUSING.

401. Occupancy of Senior Units. Developer shall restrict occupancy of all Housing Units
to “Senior Citizens” and “Qualified Permanent Residents” (as those terms are or may be defined in
California Civil Code Section 51.3) that qualify as Low and Very Low Income Households in
accordance with this Agreement and the Regulatory Agreement. California Civil Code Section 51.3
presently provides as follows: At least one person in residence in each dwelling unit must be a Senior
Citizen, and other residents in the same dwelling unit who are not Senior Citizens must be Qualified
Permanent Residents. Temporary guests of a Senior Citizen or Qualified Permanent Resident shall
be allowed for a period of not more than sixty (60) days in any twelve (12) month period. Upon the
death, dissolution of marriage, hospitalization or other prolonged absence of the Senior Citizen in a
dwelling unit, any Qualified Permanent Resident who has continuously resided in the dwelling unit
with such Senior Citizen shall be permitted to continue as a resident of that dwelling unit. “Permitted
Health Care Residents” (as that term is or may be defined in California Civil Code Section 51.3)
shall be permitted to occupy any dwelling unit during any period that such person is actually
providing live-in, long-term or hospice health care to a Senior Citizen tenant or Qualified Permanent
Resident tenant for compensation. Notwithstanding the foregoing, however, in the event that the
Developer in its sole discretion elects to provide one of the Housing Units for residency by an on-site
manager, the manager’s unit shall not be required by this Agreement to be restricted to Senior
Citizens and Qualified Permanent Residents. California Civil Code Section 51.3 presently provides
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that a “senior citizen” means a person of 55 years or older in a “senior citizen housing development,”
defined as a residential development developed, substantially rehabilitated, or substantially renovated
for, senior citizens that has at least 35 dwelling units. The Project shall contain the following:

0 )
Unit Type & Number % of AreaMedian

Income
3 1 Bedroom 30%
9 1 Bedroom 50%
11 1 Bedroom 55%
3 1 Bedroom 60%
1 2 Bedrooms 30%
2 2 Bedrooms 50%
2 2 Bedrooms 55%
1 2 Bedrooms Manager’s Unit

402. Affordable Rent. Affordable Rent shall be charged for all Housing Units throughout
the Affordability Period. The maximum Affordable Rent chargeable for the Housing Units shall be
annually determined by Agency (and as charged and implemented by Developer) in accordance with
the following requirements:

@) The Affordable Rent for the Housing Units to be rented to 30% AMI
Very Low Income Households shall not exceed one-twelfth (1/12) of thirty percent (30%) of thirty
percent (30%) of AMI for Kern County for a family of a size appropriate to the unit.

(b) The Affordable Rent for the Housing Units to be rented to 40% AMI
Very Low Income Households shall not exceed one-twelfth (1/12) of thirty percent (30%) of forty
percent (40%) of AMI for Kern County for a family of a size appropriate to the unit.

(©) The Affordable Rent for the Housing Units to be rented to 50% AMI
Very Low Income Households shall not exceed one-twelfth (1/12) of thirty percent (30%) of fifty
percent (50%) of AMI for Kern County for a family of a size appropriate to the unit.

(d) The Affordable Rent for the Housing Units to be rented to 60% AMI
Low Income Households shall not exceed one-twelfth (1/12) of thirty percent (30%) of sixty percent
(60%) of AMI for Kern County as determined and published annually by HCD for a family of a size
appropriate to the unit.

The Affordable Rent for the Housing Units at the levels set forth above shall be calculated in
accordance with Section 50053 of the California Health & Safety Code and comply with the
regulations promulgated by the California Department of Housing and Community Development
Sections 6910-6932 in Title 25 of the California Code of Regulations, governing the Agency’s set
aside housing fund, and with the eligibility requirements established by the applicable Tax Credit
Rules such that the lowest and most restrictive requirements applicable to the Project shall control.
In addition, Agency and Developer hereby agree that the applicable Tax Credit Rules shall be used
for purposes of determining family size appropriate for all the Housing Units during the entire term
of the Regulatory Agreement.
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Developer shall, and shall cause its Property Manager to, operate the Project and cause
occupancy of all Housing Units thereon in conformity with these covenants and this Agreement.

For purposes of this Agreement, “Affordable Rent” shall mean the total of monthly payments
for (a) use and occupancy of each Housing Unit and land and facilities associated therewith, (b) any
separately charged fees or service charges assessed by Developer which are required of all tenants,
other than security deposits, (c) a reasonable allowance for an adequate level of service of utilities
not included in (a) or (b) above, including garbage collection, sewer, water, electricity, gas and other
heating, cooking and refrigeration fuels, but not including telephone service, or cable TV or internet
services, and (d) possessory interest, taxes or other fees or charges assessed for use of the land and
facilities associated therewith by a public or private entity other than Developer. No additional
charge shall be assessed against tenant households of the Housing Units for any social or supportive
services provided at the Site and/or as a part of Developer’s compliance with the legal requirements
imposed in connection with other governmental assistance, if any.

403. Duration of Affordability Requirements; Affordability Period. The Project and
all the Housing Units thereon shall be subject to the requirements of this Section 400, et seq. for the
full term of fifty-five (55) years from the date that the Release of Construction Covenants for the
Project is recorded against the Site in the Official Records. The duration of these covenants and this
requirement shall be known as the “Affordability Period.”

404, Sdlection of Tenants.

@ Developer shall be responsible for the selection of tenants for the Housing
Units in compliance with all lawful and reasonable criteria, and shall adopt a tenant selection system
that shall be approved (or disapproved) by Agency Executive Director in his/her reasonable
discretion, pursuant to which Developer shall establish and maintain a chronological waiting list
system for selection of tenants in the order of priority set forth below, and which shall be set forth in
the Marketing and Tenant Selection Plan and the Property Management Plan, which program and
plan are required to be submitted by Developer and approved by Agency pursuant to Sections 407
and 409.2 hereof for the Project and as a Condition Precedent to the Closing. Throughout the
Affordability Period, Developer shall establish and maintain for the Project such waiting list of
eligible, prospective tenants to facilitate re-tenanting Housing Units in compliance with the approved
Marketing and Tenant Selection Plan, Property Management Plan, and Ridgecrest Municipal Code.
Subject to applicable Fair Housing Laws, Developer’s waiting list of prospective, eligible tenants for
Housing Units at the Project shall include and follow the following order of priority for selection of
tenants, and Agency will follow such order of priority:

(1) Very Low and Low Income Households, as applicable, who have
been displaced from their residences due to programs or projects implemented by the City of
Ridgecrest or another governmental entity;

(i) Very Low and Low Income Households, as applicable, who are listed
on Agency’s waiting list for affordable housing and who live and/or work in Ridgecrest; and

(i)  Very Low and Low Income Households, as applicable, who live
and/or work in Ridgecrest.
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(b) Developer shall not refuse to lease a Housing Unit to a holder of a Section 8
tenant-based voucher who is otherwise qualified to be a tenant in accordance with the approved
tenant selection criteria.

(© Developer hereby acknowledges and agrees that, upon completion of
construction of the Project and leasing of the Housing Units to Very Low and Low Income
Households pursuant to this Agreement, Developer will have received governmental subsidies from
Agency and from TCAC through the Tax Credits allocated to the Project (and/or other subsidies
included in the final financing sources for the Project, as approved by Agency pursuant to
Section 310) in exchange for Developer’s agreement to limit the rents charged to tenants of the
Project to an Affordable Rent and Developer further acknowledges and agrees that acceptance of
additional governmental rental subsidies resulting in total, cumulative rent payments to Developer in
excess of an Affordable Rent for any of the Housing Units at the Project would constitute an
unjustified windfall to Developer at the expense of Agency and the federal and state governments.
Therefore, in the event tenants of the Project hold Section 8 tenant-based rental vouchers or other
similar certificates, Developer shall continue to charge an Affordable Rent in the lease agreement for
the applicable unit, not the market rent determined by the local housing authority and/or HUD.

405. Household Income Requirements. On or before one hundred twenty (120) days
following the end of Developer’s fiscal year, commencing the first year after issuance of the first
certificate of occupancy for the Project, and annually thereafter, Developer shall prepare and submit
to Agency, at Developer’s expense, a written summary of the income, household size, and rent
payable by each of the tenants of the Housing Units and, upon the written request of the Agency,
copies of each and all leases or rental agreements and the current rules and regulations for the
Project. At Agency’s request, Developer shall also provide to Agency completed income
computation and certification forms, all in a form reasonably acceptable to Agency, for each and all
tenants. Developer shall obtain, or shall cause to be obtained by the Property Manager, a
certification from each household leasing a Housing Unit demonstrating that such household is a
30% AMI Very Low Income Household, 40% AMI Very Low Income Household, 50% AMI Very
Low Income Household, or 60% AMI Low Income Household, as applicable and according to the
Area Median Income annually determined and published by HCD for Kern County, and meets the
eligibility and occupancy requirements established for the Housing Unit. Developer shall verify, or
shall cause to be verified by the Property Manager, the income and household size certification of the
tenant household.

405.1 Income Categories.

@) “30% AMI Very Low Income Households’ shall mean those
households earning not greater than thirty percent (30%) of Kern County Area Median Income,
adjusted for household size, which is set forth annually by regulation of HCD.

(b) “40% AMI Very Low Income Households’ shall mean those
households earning not greater than forty percent (40%) of Kern County Area Median Income,
adjusted for household size, which is set forth annually by regulation of HCD.

(©) “50% AMI Very Low Income Households’ shall mean those
households earning not greater than fifty percent (50%) of Kern County Area Median Income,
adjusted for household size, which is set forth annually by regulation of HCD.
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(d) “60% AMI Low Income Households’ shall mean those households
earning not greater than sixty percent (60%) of Kern County Area Median Income, adjusted for
household size, which is set forth annually by regulation of HCD.

(e) “Very Low Income” and/or “Very Low Income Households’ shall
mean and include: (i) very low income households as defined in the regulations promulgated
annually by HCD and (ii) 30% AMI Very Low Income Households, (iii) 40% AMI Very Low
Income Households, and (iv) 50% AMI Very Low Income Households. Very Low Income
Households include Extremely Low Income households, as defined in Health and Safety Code.

0] “Low Income,” “Lower Income,” “Low Income Households’ or
“Lower Income Households’ shall mean and include both: (i) lower income households as defined
in regulations promulgated annually by HCD and (ii) 60% AMI Low Income Households. Lower
Income Households include Very Low Income Households and Extremely Low Income Households,
as defined in the Health and Safety Code.

405.2 Relationship to Requirements of Other Financing Sources.
Notwithstanding any other provisions of this Agreement, to the extent that the Tax Credit Regulatory
Agreement or any other regulatory agreement(s) executed by Owner as a requirement of receiving
other sources of financing or funding for the Project are less restrictive with respect to the
requirements applicable to tenant selection, tenant income levels and unit rent levels than as provided
in this Agreement and the Regulatory Agreement, this Agreement and the Regulatory Agreement
shall control such tenant selection except that the Tax Credit Rules shall be used in determining
household size for all Housing Units. The rent charged at the Project shall at all times comply with
Tax Credit Rules so long as the Project receives the benefit of Tax Credits.

406. Leases, Rental Agreementsfor Housing Units. Developer shall submit a standard
lease form for use at the Project to Agency Executive Director for approval, which lease form shall
comply with the requirements of this Agreement, including all applicable provisions of the Act.
Agency shall reasonably approve such lease form upon finding that such lease form is consistent with
this Agreement, including all applicable provisions of the Act. Developer shall enter into a written
lease, in the form approved by Agency, with each tenant/tenant household of the Project. During the
Affordability Period, any material changes to the lease form are subject to the reasonable review and
approval of the Executive Director.

407. Marketing and Tenant Selection Plan. Prior to and as a Condition Precedent to
Closing, Developer shall prepare and obtain Agency’s approval, which approval shall not be
unreasonably withheld, of the Marketing and Tenant Selection Plan. During the Affordability
Period, any material changes to an approved Marketing and Tenant Selection Plan are subject to
reasonable review and approval by the Executive Director. The rental of the Housing Units, as and
when they are vacated by the existing tenants, shall be conducted in accordance with the approved
Marketing and Tenant Selection Plan and any affirmative marketing requirements which have been
adopted by the Agency prior to the date hereof. The availability of Housing Units shall be marketed
in accordance with the Marketing and Tenant Selection Plan as the same may be amended from time
to time with Agency’s prior written approval, which approval shall not unreasonably be withheld.
Developer shall provide Agency with periodic reports with respect to the marketing for lease of the
Housing Units. Agency agrees to exercise reasonable efforts to assist Developer in connection with
the implementation of the Marketing and Tenant Selection Plan; provided, however, Agency shall
not be under any obligation to incur any out-of-pocket expenses in connection therewith.
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408. Maintenance.

408.1 General Maintenance. Developer shall maintain the Site and all
improvements thereon, including lighting and signage, in good condition, free of debris, waste and
graffiti, and in compliance with the terms of the Redevelopment Plan and all applicable provisions of
the Ridgecrest Municipal Code. Developer shall maintain in accordance with the Maintenance
Standards (as hereinafter defined) the improvements and landscaping on the Site. Such Maintenance
Standards shall apply to all buildings, signage, common amenities, lighting, landscaping, irrigation of
landscaping, architectural elements identifying the Site and any and all other improvements on the
Site and the Project. To accomplish the maintenance, Developer shall either staff or contract with
and hire licensed and qualified personnel to perform the maintenance work, including the provision
of labor, equipment, materials, support facilities, and any and all other items necessary to comply
with the requirements of this Agreement.

Developer and its maintenance staff, contractors or subcontractors shall comply with
the following standards as to the Project (collectively, “Maintenance Standards”):

@) The Site shall be maintained in conformance and in compliance with
the approved final as-built plans, and reasonable maintenance standards which comply with the
industry standard for comparable first quality affordable housing projects in the County, including
but not limited to painting and cleaning of all exterior surfaces and other exterior facades comprising
all private improvements and public improvements to the curbline. The Site shall be maintained in
good condition and in accordance with the industry custom and practice generally applicable to
comparable first quality affordable housing projects in the County.

(b) Landscape maintenance shall include, but not be limited to:
watering/irrigation; fertilization; mowing; edging; trimming of grass; tree and shrub pruning;
trimming and shaping of trees and shrubs to maintain a healthy, natural appearance and safe road
conditions and visibility, and irrigation coverage; replacement, as needed, of all plant materials;
control of weeds in all planters, shrubs, lawns, ground covers, or other planted areas; and staking for
support of trees.

(©) Clean-up maintenance shall include, but not be limited to:
maintenance of all sidewalks, paths and other paved areas in clean and weed-free condition;
maintenance of all such areas clear of dirt, mud, trash, debris or other matter which is unsafe or
unsightly; removal of all trash, litter and other debris from improvements and landscaping prior to
mowing; clearance and cleaning of all areas maintained prior to the end of the day on which the
maintenance operations are performed to ensure that all cuttings, weeds, leaves and other debris are
properly disposed of by maintenance workers.

Agency agrees to notify Developer in writing if the condition of the Site does not
meet with the Maintenance Standards and to specify the deficiencies and the actions required to be
taken by Developer to cure the deficiencies. Upon notification of any maintenance deficiency,
Developer shall have thirty (30) days within which to correct, remedy or cure the deficiency. If the
written notification states the problem is urgent relating to the public health and safety, then
Developer shall have forty-eight (48) hours to rectify the problem. In the event Developer does not
maintain the Site in the manner set forth herein and in accordance with the Maintenance Standards,
Agency shall have, in addition to any other rights and remedies hereunder, the right to maintain the
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Site, or to contract for the correction of such deficiencies, after written notice to Developer, and
Developer shall be responsible for the payment of all such costs incurred by Agency.

408.2 Program Maintenance. In addition to the routine maintenance and repair
required pursuant to Section 408.1, Developer shall perform the following minimum programmed
maintenance of the Project and the Site:

@) Interior painting and window covering replacement at least every
seven and one-half (7.5) years;

(b) Exterior painting at least every fifteen (15) years;

(©) Repair and resurfacing of parking areas and walkways at least every
seven and one-half (7.5) years; and

(d) Replacement of all deteriorated or worn landscaping and play
equipment at least every seven and one-half (7.5) years.

Upon the request of Developer, the Executive Director, at his/her sole and absolute
discretion, may grant a waiver or deferral of any program maintenance requirement. Developer shall
keep such records of maintenance and repair as are necessary to prove performance of the program
maintenance requirements.

409. Management of the Project.

409.1 Property Manager. Developer shall manage or cause the Project, and all
appurtenances thereto that are a part of the Project, to be managed in a prudent and business-like
manner, consistent with good property management standards for other comparable high quality,
well-managed affordable rental housing projects in the County. Developer may contract with a
property management company or property manager, to operate and maintain the Project in
accordance with the terms of this Section 409 (“Property Manager”); provided, however, the
selection and hiring of the Property Manager (and each successor or assignee), including any
Affiliate, is and shall be subject to prior written approval of Agency’s Executive Director (or
designee) in his/her sole and reasonable discretion. is hereby
approved to act as the Property Manager, subject to Executive Director review of the scope of
services, itemized fees, and fee contract for property management between Developer and
. The Property Manager shall manage the Project in accordance with the
definitions of Affordable Rent contained in Section 402 hereof, the tenant selection requirements
contained in Section 404, and the definitions relating to income contained in Section 405. Any fee
paid to the Property Manager for social services provided to the tenants shall be exclusive of the fee
paid to the Property Manager relating to the management of the Project. Except for
, Developer shall conduct due diligence and background evaluation of any
potential third party property manager or property management company to evaluate experience,
references, credit worthiness, and related qualifications as a property manager. Any proposed
property manager shall have significant and relevant prior experience with affordable housing
projects and properties comparable to the Project and the references and credit record of such
property manager/company shall be investigated (or caused to be investigated) by Developer prior to
submitting the name and qualifications of such proposed property manager to the Executive Director
for review and approval. A complete and true copy of the results of such background evaluation
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shall be provided to the Executive Director. Approval of a Property Manager by Agency’s Executive
Director shall not be unreasonably delayed but shall be in his/her sole reasonable discretion, and
Agency Executive Director shall use good faith efforts to respond as promptly as practicable in order
to facilitate effective and ongoing property management of the Project by one qualified Property
Manager. The replacement of by Developer and/or the selection by
Developer of any new or different Property Manager during the Affordability Period shall also be
subject to the foregoing requirements.

409.2 Property Management Plan. Prior to and as a Condition Precedent to
Closing, Developer shall prepare and submit to the Executive Director for review and approval,
which approval shall not be unreasonably withheld, a management plan for the Project which
includes a detailed plan and strategy for long-term marketing, operation, maintenance, repair and
security of the Project, inclusive of social services for the residents of the Housing Units, and the
method of selection of tenants, rules and regulations for tenants, and other rental policies for the
Project (“Property Management Plan”). Executive Director approval of the Property Management
Plan shall not be unreasonably withheld or delayed. Subsequent to approval of the Property
Management Plan by the Executive Director the ongoing management and operation of the Project
shall be in compliance with the approved Property Management Plan. During the Affordability
Period, Developer and its Property Manager may from time to time submit to the Executive Director
proposed amendments to the Property Management Plan, the implementation of which shall also be
subject to the prior written approval of the Executive Director, which approval shall not be
unreasonably withheld.

409.3 Gross Mismanagement. During the Affordability Period, and in the event
of “Gross Mismanagement” (as defined below) of the Project, Executive Director and/or Agency
shall have and retain the authority to direct and require any condition(s), acts, or inactions of
Gross Mismanagement to cease and/or be corrected immediately, and further to direct and require the
immediate removal of the Property Manager and replacement with a new qualified and approved
Property Manager, if such condition(s) is/are not ceased and/or corrected after expiration of thirty
(30) days from the date of written notice from Executive Director. If Developer or Property Manager
has commenced to cure such Gross Mismanagement condition(s) on or before the 20th day from the
date of written notice (with evidence of such submitted to the Executive Director), but has failed to
complete such cure by the 30th day (orsuch longer period if the cure cannot reasonably be
accomplished in thirty (30) days as reasonably determined by the non-defaulting party), then
Developer and its Property Manager shall have an additional 10 days to complete the cure of Gross
Mismanagement condition(s). In no event shall any condition of Gross Mismanagement continue
uncured for a period exceeding forty-five (45) days from the date of the initial written notice of such
condition(s). If such condition(s) do persist beyond such period, Executive Director shall have the
sole and absolute right to immediately and without further notice to Developer (or to Property
Manager or any other person/entity) to remove the Property Manager and Developer shall contract
with a replacement Property Manager reasonably acceptable to Agency (in accordance with
Section 409.1) within thirty (30) days following Agency’s removal of the defaulting Property
Manager. If Developer takes steps to select a new Property Manager that selection is subject to the
requirements set forth above for selection of a Property Manager.

For purposes of this Agreement, the term “Gross Mismanagement” shall mean
management of the Project in a manner which violates the terms and/or intention of this Agreement
to operate a first quality affordable housing complex, and shall include, but is not limited to, any one
or more of the following:
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@) Habitually leasing to tenants who exceed the prescribed income
levels;

(b) Habitually allowing tenants to exceed the prescribed occupancy levels
without taking immediate action to stop such overcrowding;

(©) Under-funding required reserve accounts if Annual Project Revenues
are sufficient to maintain such reserve accounts;

(d) Failing to timely maintain the Project in accordance with the Property
Management Plan and Maintenance Standards;

(e) Fraud or embezzlement of Project funds, including without limitation
funds in the reserve accounts;

()] Failing to fully cooperate with the Ridgecrest Police Department or
other local law enforcement agency(ies) with jurisdiction over the Project, in maintaining a crime-
free environment within the Project;

(9) Failing to fully cooperate with the Ridgecrest Fire Department or
other local public safety agency(ies) with jurisdiction over the Project, in maintaining a safe and
accessible environment within the Project; and

(h) Failing to fully cooperate with the Ridgecrest Planning & Building
Department, including the Code Enforcement Division, or other local health and safety enforcement
agency(ies) with jurisdiction over the Project, in maintaining a decent, safe and sanitary environment
within the Project.

M Spending funds from the Capital Replacement Reserve account for
items that are not defined as eligible costs, including eligible capital and/or replacement costs, under
the standards imposed by GAAP (and/or, as applicable, generally accepted auditing principles).

Notwithstanding the requirements of the Property Manager to correct any condition
of Gross Mismanagement as described above, Developer is obligated and shall use its commercially
reasonable efforts to correct any defects in property management or operations at the earliest feasible
time and shall, if necessary, replace the Property Manager as provided above. Developer shall
include advisement and provisions of the foregoing requirements and requirements of this Agreement
within any contract between Developer and its Property Manager for the Project.

409.4 Code Enforcement. Developer acknowledges and agrees that Agency and
City, and their employees and authorized agents, shall have the right to conduct code compliance
and/or code enforcement inspections of the Project and the individual Housing Units for the Project,
both exterior and interior, at reasonable times and upon reasonable notice (not less than 48 hours
prior notice, except in an emergency) to Developer and/or an individual tenant. If such notice is
provided by Agency or City representative(s) to Developer, then Developer (or its Property Manager)
shall immediately and directly advise any affected tenant of such upcoming inspection and cause
access to the area(s) and/or Housing Units at the Project to be made available and open for
inspection. Developer shall include express advisement of such inspection rights within the
lease/rental agreements for each Housing Unit in the Project in order for each and every tenant and
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tenant household to be aware of this inspection right and such inspection(s) shall not unreasonably
interfere with use and enjoyment of the site.

409.5 Occupancy Limits. The maximum occupancy of the Housing Units in the
Project shall not exceed more than such number of persons as is equal to two persons per bedroom,
plus one. Thus, for the two (2) bedroom Housing Units, the maximum occupancy shall not exceed
five (5) persons. For the three (3) bedroom Housing Units, the maximum occupancy shall not exceed
seven (7) persons.

410. Capital Reserve Requirements. Commencing upon the closing for the permanent
Primary Loan for the Project, Developer shall annually set aside an amount of not less than
Dollars ($ ) per Housing Unit ( Housing Units times $
equals $ ) or such increased amount required by TCAC or the Partnership Agreement or the
Lender under the Primary Loan for the Project) from the gross rents received from the Project, into a
separate interest-bearing trust account defined as the Capital Replacement Reserve. Funds in the
Capital Replacement Reserve shall be used only for capital repairs, improvements and replacements
to the Project, including fixtures and equipment, which are normally capitalized under generally
accepted accounting principles. The non-availability of funds in the Capital Replacement Reserve
does not in any manner relieve or lessen Developer’s obligation to undertake any and all necessary
capital repairs, improvements, or replacements and to continue to maintain the Project in the manner
prescribed herein for the Project. Not less than once per year, Developer, at its expense, shall submit
to Agency Executive Director an accounting for the Capital Replacement Reserve for the Project.
Capital improvements and repairs to, and replacements at the Project shall include only those items
with a long useful life, including without limitation the following: carpet and drapery replacement;
appliance replacement; exterior painting, including exterior trim; hot water heater replacement;
plumbing fixtures replacement, including tubs and showers, toilets, lavatories, sinks, faucets; air
conditioning and heating replacement; asphalt repair and replacement, and seal coating; roofing
repair and replacement; landscape tree replacement; irrigation pipe and controls replacement; sewer
line replacement; water line replacement; gas line replacement; lighting fixture replacement; elevator
replacement and upgrade work; miscellaneous motors and blowers; common area furniture

replacement; and common area repainting.

411. Operating Budget and Operating Reserve. Within twelve (12) months after
commencement of construction of the Project, but in no event later than ninety (90) days prior to the
completion of construction of the Project, and not less than annually thereafter on or before
November 1 of each year following the issuance of the first certificate of occupancy issued by the
City’s building official for the Project, Developer shall submit to Agency on not less than an annual
basis an Operating Budget for the Project, which budget shall be subject to the written approval of
Executive Director or his/her designee, which approval shall not be unreasonably withheld.

Developer shall, or shall cause the Property Manager to, set aside, in an “Operating Reserve”
for the Project in a separate interest bearing trust account, a target amount equal to three (3) months
of (i) Debt Service on the Primary Loan and (ii) Operating Expenses for the Project (“Target
Amount”), which shall be funded by Tax Credit equity; provided, a larger Operating Reserve may be
maintained if required by the approved Lender or Tax Credit Investor for the Project. The Operating
Reserve shall thereafter be replenished from Annual Project Revenue (net of Operating Expenses and
Debt Service) to maintain the Operating Reserve balance at the Target Amount. The Target Amount
shall be retained in the Operating Reserve to cover shortfalls between Annual Project Revenue and
actual Operating Expenses, but shall in no event be used to pay for capital items or capital costs

49
DOCSOC/1513553v6/022548-0000



properly payable from the Capital Replacement Reserve. Developer shall, not less than once per
every twelve (12) months, submit to the Executive Director evidence reasonably satisfactory to
Agency of compliance herewith.

412. Non-Discrimination Covenants. Developer covenants by and for itself, its
successors and assigns, and all persons claiming under or through them that there shall be no
discrimination against or segregation of, any person or group of persons on account of any basis
listed in subdivision (a) or (d) of Section 12955 of the Government Code, as those bases are defined
in Sections 12926, 12926.1, subdivision (m) and paragraph (1) of subdivision (p) of Section 12955,
and Section 12955.2 of the Government Code, in the sale, lease, sublease, transfer, use, occupancy,
tenure, or enjoyment of the Site, nor shall the grantee or any person claiming under or through him or
her, establish or permit any practice or practices of discrimination or segregation with reference to
the selection, location, number, use or occupancy of tenants, lessees, subtenants, sublessees, or
vendees in the Site. The foregoing covenants shall run with the land. Developer shall refrain from
restricting the rental or lease of the Site on any of the bases listed above. All leases or contracts
relating to the Site shall contain or be subject to substantially the following nondiscrimination or
nonsegregation clauses:

(@) In deeds: “The grantee herein covenants by and for himself or
herself, his or her heirs, executors, administrators, and assigns, and all persons claiming under or
through them, that there shall be no discrimination against or segregation of, any person or group of
persons on account of any basis listed in subdivision (a) or (d) of Section 12955 of the Government
Code, as those bases are defined in Sections 12926, 12926.1, subdivision (m) and paragraph (1) of
subdivision (p) of Section 12955, and Section 12955.2 of the Government Code, in the sale, lease,
sublease, transfer, use, occupancy, tenure, or enjoyment of the premises herein conveyed, nor shall
the grantee or any person claiming under or through him or her, establish or permit any practice or
practices of discrimination or segregation with reference to the selection, location, number, use or
occupancy of tenants, lessees, subtenants, sublessees, or vendees in the premises herein conveyed.
The foregoing covenants shall run with the land.”

(b) In leases: “The lessee herein covenants by and for himself or herself,
his or her heirs, executors, administrators, and assigns, and all persons claiming under or through him
or her, and this lease is made and accepted upon and subject to the following conditions:

“That there shall be no discrimination against or segregation of any
person or group of persons, on account of any basis listed in
subdivision (a) or (d) of Section 12955 of the Government Code, as
those bases are defined in Sections 12926, 12926.1, subdivision (m)
and paragraph (1) of subdivision (p) of Section 12955, and
Section 12955.2 of the Government Code, in the leasing, subleasing,
transferring, use, occupancy, tenure, or enjoyment of the premises
herein leased nor shall the lessee himself or herself, or any person
claiming under or through him or her, establish or permit any such
practice or practices of discrimination or segregation with reference to
the selection, location, number, use, or occupancy, of tenants, lessees,
sublessees, subtenants, or vendees in the premises herein leased.”

(©) In contracts: “There shall be no discrimination against or segregation
of, any person or group of persons on account of any basis listed in subdivision (a) or (d) of
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Section 12955 of the Government Code, as those bases are defined in Sections 12926, 12926.1,
subdivision (m) and paragraph (1) of subdivision (p) of Section 12955, and Section 12955.2 of the
Government Code, in the sale, lease, sublease, transfer, use, occupancy, tenure, or enjoyment of the
premises which are the subject of this Agreement, nor shall the grantee or any person claiming under
or through him or her, establish or permit any practice or practices of discrimination or segregation
with reference to the selection, location, number, use or occupancy of tenants, lessees, subtenants,
sublessees, or vendees in the premises herein conveyed. The foregoing covenants shall run with the
land.”

The covenants established in this Section 412 shall, without regard to technical
classification and designation, be binding for the benefit and in favor of Agency and their successors
and assigns, and shall remain in effect in perpetuity.

413. Monitoring and Recordkeeping. Throughout the Affordability Period, Developer
shall comply with all applicable recordkeeping and monitoring requirements of the Act and shall
annually complete and submit to Agency a Certification of Continuing Program Compliance in a
form provided by Agency. Representatives of Agency (and City) shall be entitled to enter the Site
upon at least forty-eight (48) hours notice, to monitor compliance with this Agreement, to inspect the
records of the Site, and to conduct an independent audit or inspection of such records. Developer
agrees to cooperate with Agency in making all of its records for the Project and making the Site and
all Housing Units thereon available for inspection or audit. Records shall be made available for
review and inspection and/or audit in Kern County, California. Developer agrees to maintain all
records relating to the Project in a businesslike manner, and to maintain such records for the term of
this Agreement.

414. Regulatory Agreement. The requirements of this Agreement that shall remain
applicable after the Closing Date for the Project are set forth in the Regulatory Agreement for the
Project which is attached hereto as Attachment No. 8 and incorporated herein. The execution and
recordation of the Regulatory Agreement for the Project is a Condition Precedent to the Closing, as
set forth in Section 207 hereof.

500. AGENCY LOAN.

501. Agency Loan. Agency hereby agrees to loan to Developer, and Developer hereby
agrees to borrow from Agency, the Agency Loan in the initial principal amount of Three Million
Dollars ($3,000,000) subject to the terms and conditions set forth in this Agreement, and subject
further to the terms and conditions set forth within the documents and instruments executed by
Developer in connection with the Project transaction, including each Regulatory Agreement. The
Agency Loan shall be funded with tax increment dollars and not bond proceeds..

501.1 Disbursement of Agency Loan Proceeds. The Agency Loan shall be fully
disbursed in one lump sum at Closing, the proceeds of which shall be used to pay all acquisition costs
for the Site and all other sums paid at closing with any remaining balance to be deposited into the
construction escrow account held by the construction lender and disbursed pursuant to construction
draw requests made in accordance with Section 208 hereinabove

502. Repayment of Agency Loan. Developer’s obligation to repay the Agency Loan for
the Project shall be set forth in the Agency Promissory Note for the Project, in a form which is
reasonably acceptable to Developer and Agency Executive Director in his/her reasonable discretion.
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The Agency Promissory Note for the Project shall be for a term of fifty five (55) years from the date
of the Agency Promissory Note and shall bear simple interest at the rate of four percent (4%) per
annum. The Agency Promissory Note for the Project shall be payable from sixty percent (60%) of
the Residual Receipts until all principal and interest owing under the Agency Promissory Note has
been paid in full. Until the Agency Loan is repaid in full, Developer shall also pay to Agency, for
application toward repayment of the Agency Loan, sixty percent (60%) of the Refinancing Net
Proceeds immediately upon any refinancing of the Project (or any part thereof) and sixty percent
(60%) of the Transfer Net Proceeds immediately upon any transfer in whole or in part of the Project
or the Site. In addition, and as further consideration for the Agency Loan, Developer shall pay to
Agency after repayment of the principal and interest, 20% of Cash Flow from operation of the
Project. Payments towards the Agency Loan shall be applied first to costs and fees owing under the
Agency Promissory Note, then to accrued interest, and finally to any principal owing under the
Agency Promissory Note.

502.1 Residual Receipts Report. Developer shall annually, on or before one
hundred twenty (120) days after the end of Developer’s fiscal year, commencing in the first year after
the issuance of the first certificate of occupancy for the Project issued by City’s building official,
submit to Agency a Residual Receipts Report for the Project, which shall provide the basis for
Developer’s payment of Residual Receipts to Agency.

502.2 Annual Financial Statement. Developer shall also annually submit to
Agency, on or before one hundred twenty (120) days after the end of Developer’s fiscal year,
commencing in the first year after the issuance of the certificate of occupancy for the Project, Annual
Financial Statements as to the Project that have been reviewed by an independent certified public
accountant, together with an expressed written opinion of the certified public accountant that such
Annual Financial Statement presents the financial position, results of operations, and cash flows
fairly and in accordance with GAAP, as to the Project. Each Annual Financial Statement submitted
by Tenant shall include a statement and certification (and supporting documentation) of the total
amount of the Developer Fee for the Project, along with the cumulative amount thereof paid to date
and the amount thereof paid within the applicable reporting year as reported and certified in the
Annual Financial Statement.

502.3 Right to Audit. Developer shall keep full and accurate books of account,
records and other pertinent data with respect to operations of the Project. Such books of account,
records, and other pertinent data shall be kept for a period of three (3) years after the end of each
Developer’s fiscal year, and shall be made available for review or audit by the Agency or its
designees with a three (3) day written notification to Developer. If any audit results in Developer
restating Residual Receipts upward for any year, then Developer shall accompany delivery of such
audit report to Agency with the additional payment to the Agency resulting from said restatement. If
any such audit report results in Developer restating Residual Receipts downward for any year, the
Developer shall carry forward the overpayment made to the Agency as a credit against payments
under the Agency Loan in subsequent years.

@) If any annual payment required pursuant to Section 502.3 above is not
received by Agency within ten (10) calendar days after payment is due, Developer shall pay to
Agency a late charge of five percent (5%) of such payment, such late charge to be immediately due
and payable without demand by Agency.
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(b) Agency shall be entitled within three (3) years after the end of each
Developer fiscal year to inspect and examine all Developer’s books of account, records, and other
pertinent data. Developer shall cooperate fully with Agency in making the inspection. Agency shall
also be entitled, also within three (3) years after the end of each Developer fiscal year, to an
independent audit of Developer’s books of account, records, and other pertinent data; the cost of such
audit shall be an Operating Expense of the Project.

502.4 Prepayment. The Agency Loan for the Project shall be prepayable at any
time without prepayment fee or penalty.

502.5 Assumption. The Agency Promissory Note for the Project shall not be
assumable by successors and assigns of Developer without the prior written consent of the Agency
pursuant to Section 704 hereof, not to be unreasonably withheld; provided however, that the Agency
shall permit the Agency Loan to be assumed by any transferee permitted under Section 704 or
otherwise approved by Agency pursuant to Section 704,

503. Security for Agency Loan. The Agency Promissory Note shall be secured by an
Agency Deed of Trust to be recorded as an encumbrance to the Site, in a form which is reasonably
acceptable to Developer and Agency Executive Director in his/her reasonable discretion. The
Agency Deed of Trust securing the Agency Promissory Note for the Project shall be junior and
subordinate to the Primary Loan and, as and if applicable, the AHP Loan, which are to be considered
for approval by the Agency pursuant to Section 310 hereto in accordance with the standards set forth
therein. The Agency Deed of Trust shall be senior and non-subordinate to all other financing,
encumbrances, and liens, except the approved Primary Loan, AHP Loan, if any, and such other
loan(s) as may be approved by the Agency pursuant to Section 310 hereof.

504. Conditions Precedent to Agency Loan. Agency’s obligation to make the Agency
Loan to Developer for the Project is subject to the fulfillment or waiver by Agency of each and all of
the Conditions Precedent described in Section 207, et seq., above, which are solely for the benefit of
Agency, any of which may be waived by the Agency’s Executive Director in his/her sole and
absolute discretion.

600. DEFAULT AND REMEDIES.

601. Events of Default. An “Event of Default” or “Default” shall occur under this
Agreement when there shall be a breach of any condition, covenant, warranty, promise or
representation contained in this Agreement and the breach shall continue for a period of thirty
(30) days after written notice thereof to the defaulting party without the defaulting party curing such
breach, or if the breach cannot reasonably be cured within a thirty (30) day period, commencing the
cure of the breach within the thirty (30) day period and thereafter diligently proceeding to cure the
breach; provided, however, that if a different period or notice requirement is specified for any
particular breach under any other paragraph of this Agreement, the specific provision shall control.

602. Remedies. The occurrence of any Event of Default shall give the non-defaulting
party the right to proceed with any and all remedies set forth in this Agreement, including an action
for damages, an action or proceeding at law or in equity to require the defaulting party to perform its
obligations and covenants under the documents executed pursuant hereto or to enjoin acts or things
which may be unlawful or in violation of the provisions of such documents, and the right to terminate
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this Agreement. In addition, the occurrence of any Event of Default by Developer will relieve
Agency of any obligation to further perform hereunder.

603. Force Majeure. Subject to the party’s compliance with the notice requirements as
set forth below, performance by a party hereunder shall not be deemed to be in default, and all
performance and other dates specified in this Agreement shall be extended, where delays or defaults
are due to causes beyond the control and without the fault of the party claiming an extension of time
to perform, which may include, without limitation, the following: war, insurrection, strikes, lockouts,
riots, floods, earthquakes, fires, assaults, acts of God, acts of the public enemy, epidemics, quarantine
restrictions, freight embargoes, lack of transportation, governmental restrictions or priority, litigation,
unusually severe weather, inability to secure necessary labor, materials or tools, acts or omissions of
the other party, or acts or failures to act of any public or governmental entity (except that Agency’s
acts or failure to act shall not excuse performance of Agency hereunder). In no event shall
Developer’s difficulty or inability to obtain and secure the Primary Loan or other financing become
an event of force majeure. An extension of the time for any such cause shall be for the period of the
enforced delay and shall commence to run from the time of the commencement of the cause, if notice
by the party claiming such extension is sent to the other party within thirty (30) days of the
commencement of the cause.

604. Termination by Developer. In the event that Developer is not in Default under this
Agreement and:

@) Developer is unable to obtain sufficient financing for the development
and operation of the Project in accordance with the provisions of Section 310; or

(b) Developer fails to receive an allocation of Tax Credits for the Project;
or

) Agency is otherwise in Default of this Agreement and fails to cure
such Default within the time set forth in Section 601 hereof;

then this Agreement and any rights of Agency or any assignee or transferee with respect to or arising
out of this Agreement shall, at the option of Developer, be terminated by Developer by written notice
thereof to Agency. From the date of the written notice of termination of this Agreement by
Developer to Agency and thereafter this Agreement shall be deemed terminated, and there shall be
no further rights or obligations between the parties as to the Project. If Agency is in default
hereunder Developer, after delivery of notice of default and expiration of the cure period provided in
Section 601 hereof, may pursue any remedies it has at law or equity.

605. Termination by Agency. In the event that neither Agency nor Agency is in Default
under this Agreement, and:

@) Developer is unable to obtain sufficient financing for the development
and operation of the Project in accordance with the provisions of Section 310.1; or

(b) One or more of the Conditions Precedent set forth in Section 207,
et seq., is not satisfied (or waived by Agency) on or before the time set forth in the Schedule of
Performance, and such Condition Precedent is not satisfied after notice and an opportunity to satisfy
as provided in Section 601 hereof, and such failure is not caused by Agency or Agency; or
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(©) Developer is otherwise in Default of this Agreement and fails to cure
such Default within the time set forth in Section 601 hereof;

then this Agreement and any rights of Developer or any assignee or transferee with respect to or
arising out of this Agreement shall, at the option of Agency, be terminated by Agency by written
notice thereof to Developer. From the date of the written notice of termination of this Agreement by
Agency to Developer and thereafter this Agreement shall be deemed terminated, Agency shall have
the option to terminate the Affordability Period, as provided in more detail therein, and there shall be
no further rights or obligations between the parties as to the Project (except as provided in
Section 310 as to Developer’s delivery and assignment of Development Plans and other materials to
Agency, if applicable), except that if Developer is in default hereunder Agency, after delivery of
notice of default and expiration of the cure period provided in Section 601 hereof, may pursue any
remedies it has at law or equity.

606. Attorneys Fees. In addition to any other remedies provided hereunder or available
pursuant to law, if any party brings an action or proceeding to enforce, protect or establish any right
or remedy hereunder or under any of the documents executed pursuant hereto, the prevailing party
shall be entitled to recover from the other party its costs of suit, including without limitation expert
witness fees, and reasonable attorneys’ fees.

607. Remedies Cumulative. No right, power, or remedy given to Agency by the terms of
this Agreement is intended to be exclusive of any other right, power, or remedy; and each and every
such right, power, or remedy shall be cumulative and in addition to every other right, power, or
remedy given to Agency by the terms of any such instrument, or by any statute or otherwise against
Developer and any other person.

608. Waiver of Terms and Conditions. Agency may, in its sole discretion, waive in
writing any of the terms and conditions of this Agreement. Waivers of any covenant, term, or
condition contained herein shall not be construed as a waiver of any subsequent breach of the same
covenant, term, or condition.

700. GENERAL PROVISIONS.

701. Timeisof the Essence. Time is expressly made of the essence with respect to the
performance by Agency and Developer of each and every obligation and condition of this
Agreement.

702. Notices. Any approval, disapproval, demand, document or other notice (“Notice”)
which any party may desire to give to another party under this Agreement must be in writing and
may be given either by (i) personal service, (ii) delivery by reputable document delivery service such
as Federal Express that provides a receipt showing date and time of delivery, or (iii) mailing in the
United States mail, certified mail, postage prepaid, return receipt requested, addressed to the address
of the party as set forth below, or at any other address as that party may later designate by Notice.
Service shall be deemed conclusively made at the time of service if personally served; upon
confirmation of receipt if sent by facsimile transmission; the next business day if sent by overnight
courier and receipt is confirmed by the signature of an agent or employee of the party served; the
next business day after deposit in the United States mail, properly addressed and postage prepaid,
return receipt requested, if served by express mail; and three (3) days after deposit thereof in the
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United States mail, properly addressed and postage prepaid, return receipt requested, if served by
certified mail.

Developer: Ridgecrest Pacific Associates
c/o Valley Initiative for Affordable Housing
1141 “N” Street
Merced, California 95340
Attention:
Email:

With copiesto: Roope LLC
430 East State Street, Suite 100
Eagle, Idaho 83616
Attention: Caleb Roope
Email:

Agency: Ridgecrest Redevelopment Agency
100 W. California Avenue
Ridgecrest, California 93555
Attention: Executive Director
Email:

With copiesto: c/o Red Stone Equity Partners, LLC
200 Public Square, Suite 1550
Cleveland, Ohio 44114
Attention: Managing Director & General Counsel
Fax No.: (216) 820-4751

Stradling Yocca Carlson & Rauth

660 Newport Center Drive, Suite 1600
Newport Beach, California 92660
Attention: David R. McEwen

Such addresses may be changed by Notice to the other party(ies) given in the same manner as
provided above.

Notwithstanding anything to the contrary contained herein, Agency agrees that any cure of
any default made or tendered by one or more of Developer’s limited partners shall be deemed to be a
cure by Developer and shall be accepted or rejected on the same basis as if made or tendered by
Developer. Copies of all notices which are sent to Developer under the terms of this Agreement shall
also be sent to all approved limited partners who have requested such notice.

703. Representations and Warranties of Developer. Developer hereby represents and
warrants to Agency as follows:

@) Organization. Developer is a California limited partnership duly organized,
validly existing, formed, and in good standing under the laws of the State of California that has the
power and authority to own property and carry on business as is now being conducted.
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(b) Authority of Developer. Developer has full power and authority to execute
and deliver this Agreement and to make and accept the borrowings contemplated hereunder, to
execute and deliver the Agency Promissory Note and Agency Deed of Trust for the Agency Loan,
the Regulatory Agreement, Memorandum of Agreement, Notice of Affordability Restrictions,
Request for Notice and all other documents or instruments executed and delivered, or to be executed
and delivered, pursuant to this Agreement, and to perform and observe the terms and provisions of all
of the above.

(© Valid Binding Agreements. This Agreement, the Agency Promissory Note
and Agency Deed of Trust for the Agency Loan, the Regulatory Agreement, Memorandum of
Agreement, Request for Notice, Notice of Affordability Restrictions, and all other documents or
instruments which have been executed and delivered pursuant to or in connection with this
Agreement constitute or, if not yet executed or delivered, will when so executed and delivered
constitute, legal, valid and binding obligations of Developer enforceable against it in accordance with
their respective terms.

(d) Pending Proceedings. Developer is not in default under any law or
regulation or under any order of any federal, state, or local court, board, commission or agency
whatsoever, and there are no claims, actions, suits or proceedings pending or, to the knowledge of
Developer, threatened against or affecting Developer or the Site, at law or in equity, before or by any
federal, state, or local court, board, commission or agency whatsoever which might, if determined
adversely to Developer, materially affect Developer’s ability to perform its obligations hereunder.

(e) Tax Credits. All information included or to be included within and provided
to TCAC in the Applications submitted by Developer upon which TCAC issues its preliminary
Reservation letters shall be true and correct in all material respects as of the date of each Application.
In the event any information or representation made by Developer to TCAC related, directly or
indirectly, to the Tax Credits is not true, complete, and correct in all material respects, Developer
shall, and acknowledges it has an obligation to, inform TCAC and Agency of such changes and to
provide updated information to TCAC, Agency, and its Lender(s), as necessary.

()] Commercial or Private Funding Review. Developer acknowledges that a
financing review is being performed in accordance with Section 33334.3(j) of the Act. Developer
agrees to notify Agency in the event that it applies for or proposes to use other sources of funds for
the Project prior to the issuance of the Release of Construction Covenants as to the Project.

704. Limitation Upon Change in Owner ship, Management and Control of Developer.

704.1  Prohibition. The identities and qualifications of Developer, as an Affiliate
of Pacific West Communities, Inc., and as an experienced and successful Developer and operator of
affordable senior apartment complexes, are of particular concern to Agency. It is because of this
identity and these qualifications that Agency has entered into this Agreement with Developer. No
voluntary or involuntary successor in interest of Developer shall acquire any rights or powers under
this Agreement by assignment, assumption or otherwise, nor shall Developer make any total or
partial transfer, conveyance, encumbrance to secure financing or refinancing, assignment or sublease
of the whole or any part of the interest in the Site, nor shall there be any change in the general or
limited partners of Developer, without the prior written approval of Agency Executive Director
pursuant to Section 704.3 below, except as expressly set forth herein, which approval shall not be
unreasonably withheld or delayed.
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704.2  Permitted Transfers. Notwithstanding other provisions of this Agreement
to the contrary, Agency approval of an assignment or transfer of this Agreement or conveyance of
Developer’s interest in the Site, or any part thereof, shall not be required in connection with any of
the following (“Permitted Transfers”):

@) The granting of temporary easements or permits to facilitate the
construction and development of the Project.

(b) A right of first refusal and/or option to purchase Developer’s interest
in this Agreement and Developer’s interest in the Site in the fifteenth (15th) year after the issuance of
a certificate of occupancy for the Project by City to one or more general partners of Developer.

(© Initial syndication to and with the approved Investor Limited
Partner(s) selected and approved by Agency pursuant to Section 310.4(a) and addition of such
investor(s) as limited partners in the limited partnership pursuant to the Partnership Agreement.

(d) Subject to the restrictions of Section 400, etseq., including the
Regulatory Agreement for the Project, the rental or lease for occupancy of each of the Housing Units
in the Project to qualified Very Low and Low Income Households.

(e) Assignment for approved financing purposes, subject to such
financing being considered and approved by Agency pursuant to Section 310 hereof.

U] In the event of a Permitted Transfer by Developer pursuant to this
Section 704.2 not requiring Agency’s prior approval, Developer nevertheless agrees that at least
fifteen (15) days prior to such pre-approved assignment or transfer it shall give written notice to
Agency of such assignment or transfer along with a true and complete copy of the assignment or
transfer document conforming to the requirements of this Agreement.

(9) The removal of one or more of the general partners of Developer by
one or more of the limited partners of the Developer pursuant to the terms and conditions of the
Developer’s Amended and Restated Agreement of Limited Partnership.

704.3 Agency Consideration of Requested Transfer. Agency agrees that it will
not unreasonably withhold approval of a request for an assignment or transfer made pursuant to this
Section 704.3, provided (a) Developer delivers written notice to Agency requesting such approval,
(b) the proposed assignee or transferee possesses a reasonable level of operational experience and
capability with respect to the operation of similar types of affordable rental housing projects in
Southern California, (c) the proposed assignee or transferee possesses a reasonable level of net worth
and resources as necessary to develop, operate, and manage the Project, and fulfill any ongoing
obligations hereunder, including without limitation the indemnification obligations, and (d) the
assignee(s) or transferee(s) completely and fully assume(s) the obligations of Developer under this
Agreement pursuant to an assignment and assumption agreement(s) in a form which is reasonably
acceptable to Agency and its legal counsel(s). Such notice shall be accompanied by evidence
regarding the proposed assignee’s or purchaser’s qualifications and experience and its financial
commitments and resources sufficient to enable Agency to evaluate the proposed assignee or
purchaser pursuant to the criteria set forth in this Section 704.3 and other criteria as reasonably
determined by Agency. Agency shall approve or disapprove the request within thirty (30) days of its
receipt of Developer’s notice and submittal of complete information and materials required herein.
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In no event shall Agency be obligated to approve the assignment or transfer of the Site or Regulatory
Agreement, pursuant to this Section 704.3, except to an approved transferee or assignee of
Developer’s rights in and to the Site and the Project, based on Agency’s reasonable determination
that such transferee or assignee has the experience, financial strength, knowledge, and overall
capability to own, operate and manage the Project in accordance with the terms, conditions, and
restrictions contained in this Agreement. In addition, Agency shall not be required to grant its
approval of any proposed transfer or assignment unless all information reasonably requested by
Agency relating to the proposed transferee or assignee entity and all general and limited partners of
such entity, including true and correct copies of an executed Partnership Agreement, if the proposed
assignee/transferee is a partnership, true and correct copies of articles of incorporation if the
proposed assignee/transferee is a corporation, plus current certified financial statements of the entity
and financial statements relating to other affordable rental housing projects developed and/or
operated by such entity(ies) and reporting and compliance documentation for such projects submitted
for public entities providing funding to such projects, etc., as applicable. In the event Developer
transfers all or any portion of the Project, subject to and with Agency approval, sixty percent (60%)
of Transfer Net Proceeds received by Developer shall be applied toward repayment of the Agency
Loan, as set forth in Section 501 and the Agency Promissory Note.

704.4  Approval of Refinancing of Primary Loan. Developer shall have the
right to refinance any Primary Loan except that Agency Executive Director shall have the right to
review all documents related to and to approve or disapprove any refinancing of the Primary Loan
which refinancing will: (a) increase the interest rate applicable to such debt, or (b) increase the
outstanding principal amount of such debt, or (c) cause or require the release or withdrawal of cash
or equity from any part of the Project, or (d)extend the term of repayment of such debt, or
(e) otherwise increase the aggregate annual debt service payments on such loan. Agency Executive
Director shall reasonably consider any such proposed refinancing based on an economic evaluation
conducted by Agency’s economic consultant that analyzes the effect of the proposed refinancing on
(i) the availability of Residual Receipts to repay the Agency Loan, and (ii) the ability of Developer to
repay in full the Primary Loan and any other debt or other liens against the Site as such payment
becomes due. In the event Developer refinances either or both Primary Loan(s) (or other debt),
subject to and with Agency approval, sixty percent (60%) of Refinancing Net Proceeds shall be
applied toward repayment of the Agency Loan, as set forth in Section 501 and the Agency
Promissory Note.

705. Successors and Assigns. This Agreement shall run with the land, and all of the
terms, covenants and conditions of this Agreement shall be binding upon Developer and the
permitted successors and assigns of Developer. Whenever the term “Developer” is used in this
Agreement, such term shall include any of Developer’s approved Affiliate assignee(s) or
transferee(s), or any other permitted successors and assigns as herein provided.

706. Non-Liability of Officials and Employees of Agency or City. No member, elected
or appointed official, or employee of Agency or City shall be personally liable to Developer or any
successor in interest in the Event of Default or other breach by Agency or for any amount which may
become due to Developer or its successors, or for performance of any obligations under the terms of
this Agreement.

707. Relationship between Agency and Developer. It is hereby acknowledged and
agreed that the relationship between Agency and Developer is not that of a partnership or joint
venture or other investor partner and that Agency and Developer shall not be deemed or construed
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for any purpose to be the agent of the other. Accordingly, except as expressly provided in this
Agreement, Agency shall have no rights, powers, duties or obligations with respect to the
development, operation, maintenance or management of the Project.

708. Executive Director; Agency Approvals and Actions. Agency shall maintain
authority of this Agreement and the authority to implement this Agreement through Agency’s
Executive Director (or his/her duly authorized representative). The Executive Director and his/her
duly authorized representative(s) shall have the authority to make approvals, issue interpretations,
waive provisions, request issuance of warrants and make payments authorized hereunder, make and
execute further agreements and/or enter into amendments of this Agreement on behalf of Agency so
long as such actions do not materially or substantially change or modify the uses or development
permitted on the Site, or materially or substantially add to the costs, responsibilities, or liabilities
incurred or to be incurred by City or Agency, as specified herein, and such interpretations, waivers
and/or amendments may include extensions of time to perform as specified in the Schedule of
Performance. All material and/or substantive interpretations, waivers, or amendments shall require
the consideration, action and written consent of the Agency Board. Further, Executive Director shall
maintain the right to submit to the Agency Board for consideration and action any non-material or
non-substantive interpretation, waiver or amendment, if in his/her reasonable judgment he/she desires
to do so.

709. Counterparts. This Agreement may be signed in multiple counterparts all of which
together shall constitute an original binding agreement.

710. Integration. This Agreement contains the entire understanding between the parties
relating to the transaction contemplated by this Agreement. All prior or contemporaneous
agreements, understandings, representations and statements, oral or written, are merged in this
Agreement and shall be of no further force or effect. Each party is entering this Agreement based
solely upon the representations set forth herein and upon each party’s own independent investigation
of any and all facts such party deems material. This Agreement includes pages 1 through [ ], S-1,
and Attachment Nos. 1 through [___], which together constitute the entire understanding and
agreement of the parties, notwithstanding any previous negotiations, approved terms and conditions,
or agreements between the parties or their predecessors in interest with respect to all or any part of
the subject matter hereof.

711. Real Estate Brokerage Commission. Agency and Developer each represent and
warrant to the other that no broker or finder is entitled to any commission or finder’s fee in
connection with this transaction, and Developer and Agency agree to defend and hold harmless each
other from any claim to any such commission or fee resulting from any action on its part.

712. Titlesand Captions. Titles and captions are for convenience of reference only and
do not define, describe or limit the scope or the intent of this Agreement or of any of its terms.
References to Section and Paragraph numbers are to sections and paragraphs in this Agreement,
unless expressly stated otherwise.

713. Interpretation. As used in this Agreement, masculine, feminine or neuter gender
and the singular or plural number shall each be deemed to include the others where and when the
context so dictates. The word “including” shall be construed as if followed by the words “without
limitation.” This Agreement shall be interpreted as though prepared jointly by both parties.
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714.  NoWaiver. A waiver by any party of a breach of any of the covenants, conditions or
agreements under this Agreement to be performed by the other party shall not be construed as a
waiver of any succeeding breach of the same or other covenants, agreements, restrictions or
conditions of this Agreement or the Attachments hereto.

715. Covenant Not to Sue. The following covenant relating to Developer’s obligation not
to sue regarding the Project or the Site or any issues ancillary thereto (but excluding the specific
performance of this Agreement) is a material incentive for and a part of the consideration to Agency
to enter into this Agreement with Developer. Therefore, the performance obligations of Agency
under this Agreement shall automatically terminate, in the event from and after the Effective Date
and until the Closing, Developer, or any Affiliate of Developer or any of its partners, officers,
directors, employees, agents, representatives, consultants, attorneys, or any person acting at the
direction of Developer, undertakes any act to oppose, or to commence, participate in, prosecute, or
otherwise object to, or to litigate, directly or indirectly, any permit or discretionary decision of
Agency, City, City’s Planning Commission, or any other City board or commission relating to the
Site and/or the Project of whatever form or nature (but excluding the specific performance of this
Agreement).

Notwithstanding the foregoing, nothing set forth in this Section 715 shall prevent Developer
from asserting its rights relating to the performance and enforcement of this Agreement or due to the
abuse of discretion by a governmental entity considering and acting upon a future discretionary
decision related to the parameters of this covenant. Further, nothing in the foregoing covenant shall
prevent Developer from asserting Developer’s rights with respect to prospective action or future
conduct by any person who interferes, opposes, or delays implementation and completion of the
Project.

716. Developer’s Payment and Reimbursement of Agency’s Post-Effective Date
Third Party Costs.

716.1 Third Party Costs Defined; Obligation. Developer shall pay for and
reimburse Agency for all costs reasonably incurred by Agency and City for any and all out of pocket,
third party costs, fees, and expenses incurred by Agency or City (but not in-house staff time) for
attorneys, economic consultants, appraisers, engineers, affordable housing consultants, escrow
company fees, title company fees, and other consulting and/or professional services incurred by
Agency or City arising from and/or related in any respect to the implementation or amendment of
this Agreement, including requests of Agency by Developer in connection with any sale or
refinancing of the Project or the enforcement of Developer’s obligations under this Agreement from
the period of time commencing upon the Closing for the Project through the term of the Affordability
Period (together, “Third Party Costs”). The Third Party Costs may include costs incurred in
connection with (a) post-Closing enforcement of the Regulatory Agreement or other documents for
the Project (collectively, “Project Documents”), including the following: (i) commencement of,
appearance in, or defense of any action or proceeding purporting to affect the rights or obligations of
the parties to any Project Documents, and (ii) all claims, demands, causes of action, liabilities, losses,
commissions and other costs against which Agency or City are indemnified under the Project
Documents, provided as to defense of any action which Agency or City have tendered the defense to
Developer and Developer fails to defend any such action; and (b) other costs incurred related to
requests for or provision of estoppel certificates, subordination agreements, affordable housing
documents, escrow instructions, advisory assistance, any other documentation, legal advice,
redevelopment/affordable housing advice, the audit described in Section 502.3, or other third party
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contracts for consulting or professional services necessitated by Agency’s, City’s or Developer’s
post-Closing implementation of this Agreement, and/or requested by Developer, and/or its Lender or
other independent contractor or consultant to Developer post-Closing arising from or related in any
manner to this Agreement.

716.2  Payment of Third Party Costs. Within ten (10) days of the submittal by
Agency staff of copies of invoices or billings for Third Party Costs incurred, it is and shall be the
obligation of Developer to reimburse and pay to Agency one hundred percent (100%) of these Third
Party Costs.

@) This reimbursement obligation shall bear interest from the date
occurring ten (10) days after Agency gives written demand to Developer at the rate of ten percent
(10%), or the maximum rate then permitted by law.

(b) This reimbursement obligation shall survive the issuance of the final
Release of Construction Covenants for the Project and termination of this Agreement.

716.3 Exception to Payment of Post-Effective Date Third Party Costs.
Notwithstanding Section 716, 716.1, and 716.2 above, Developer shall not be responsible to pay and
reimburse for Third Party Costs if the costs incurred are attributable to one or more of the following
events:

@) City Council, Agency Board, Planning Commission, Zoning
Administrator, or other City official with discretionary approval and/or disapproval rights over the
Project or the implementation of this Agreement disapproves, denies, or refuses to take action on an
application for a permit or other discretionary application necessary to commence and complete the
Project; or

(b) Default by Agency under this Agreement.

717. Moadifications. Any alteration, change or modification of or to this Agreement, in
order to become effective, shall be made in writing and in each instance signed by a duly authorized
representative on behalf of each party.

718.  Severability. If any term, provision, condition or covenant of this Agreement or its
application to any party or circumstances or Project shall be held, to any extent, invalid or
unenforceable, the remainder of this Agreement, or the application of the term, provision, condition
or covenant to persons or circumstances other than those as to whom or which it is held invalid or
unenforceable, shall not be affected, and shall be valid and enforceable to the fullest extent permitted
by law.

719. Computation of Time. The time in which any act is to be done under this
Agreement is computed by excluding the first day and including the last day, unless the last day is a
holiday or Saturday or Sunday, and then that day is also excluded. The term “holiday” shall mean all
holidays as specified in Section 6700 and 6701 of the California Government Code. If any act is to
be done by a particular time during a day, that time shall be Pacific Time Zone time.

720. Legal Advice. Each party represents and warrants to the other the following: they
have carefully read this Agreement, and in signing this Agreement, they do so with full knowledge of
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any right which they may have; they have received independent legal advice from their respective
legal counsel as to the matters set forth in this Agreement, or have knowingly chosen not to consult
legal counsel as to the matters set forth in this Agreement; and, they have freely signed this
Agreement without any reliance upon any agreement, promise, statement or representation by or on
behalf of the other party, or their respective agents, employees or attorneys, except as specifically set
forth in this Agreement, and without duress or coercion, whether economic or otherwise.

721. Cooperation. Each party agrees to cooperate with the other in this transaction and,
in that regard, to sign any and all documents which may be reasonably necessary, helpful or
appropriate to carry out the purposes and intent of this Agreement including, but not limited to,
releases or other agreements.

722. Conflicts of Interest. No member, elected or appointed public official or employee
of Agency (or City) shall have any personal interest, direct or indirect, in this Agreement, nor shall
any such member, elected or appointed public official or employee participate in any decision
relating to the Agreement which affects his personal interests, his economic interests, or the interests
of any corporation, partnership or association in which he is directly or indirectly interested.

[Signatures appear on following pages.]
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IN WITNESS WHEREOF, the Agency and the Developer have signed this Owner
Participation Agreement (Apartment Project at Southwest Corner of Down Street and Church
Avenue) on the respective dates set forth below.

Dated: , 2011
ATTEST:

Rita Gable, Secretary

Dated: , 2011
Dated: , 2011

DOCS0C/1513553v6/022548-0000

AGENCY:

RIDGECREST REDEVELOPMENT AGENCY,
a public body, corporate and politic

By:

Harvey M. Rose, Executive Director

DEVELOPER:

RIDGECREST PACIFIC ASSOCIATES,
a California limited partnership

By:

Its: Managing General Partner

By:

Its: Administrative General Partner

S-1



City of Ridgecrest
Redevelopment Agency

Phone (760) 499-5062
Fax (760) 499-1580
100 West California Avenue, Ridgecrest, CA 93555

March 21, 2011

Mr. Alexis Gevorgian

Ridgecrest Pacific Associates, a California L.P.
430 East State Street, Suite 100

Eagle. ID 83616

Re:  Redevelopment Agency Loan Commitment
Ridgecrest Senior Apartments, 32-Unit Senior Development
Ridgecrest, California

Mr. Gevorgian,

We are pleased to inform you that the City of Ridgecrest Redevelopment Agency (the “Agency™)
has approved your request for financing in the amount of $3,000,000. Loan terms will include a
simple interest rate of four percent (4%) with an amortization term consistent with a to be
executed regulatory agreement. Payments shall be based on sixty percent (60%) of residual
receipts until paid in full, the final execution of a promissory note, deed of trust, regulatory
agreement and an Owner Participation Agreement (OPA). After the loan is paid off in full, the
Agency, to the extent that the Agency exists at the time. shall receive twenty percent (20%) of
the cash flow from the property in perpetuity. The remaining loan terms will be in accordance
with the Agency’s standard affordable housing lending policies which will be codified in loan
documents including a promissory note, deed of trust and regulatory agreements and covenants.

Please be advised that this loan commitment is expressly conditioned upon your successful
application for housing tax credits and the production of a final sources and uses confirming that
the project is feasible. The Agency will require proof of award from the California Tax Credit
Allocation Committee, committed debt and committed equity prior to any further processing of
your loan.

We wish you the best as you attempt to obtain the balance of your required financing. If you
should have any questions concerning this commitment of funds, please do not hesitate to
contact our office.

Sincerely,

Kurt O. Wilson
City Manager
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CALIFORNIA TAX CREDIT ALLOCATION COMMITTEE

Project Number

Project Name
Site Address:

Census Tract:

Project Staff Report
2011 First Round
June 22, 2011

CA-2011-083

Ridgecrest Senior Apartments
S.W. Corner of Church Avenue & Downs Street

- Ridgecrest, CA 93555 County: Kem

54.030

Tax Credit Amounts Federal/Annual State/Total
Requested: $305,735 $1,019,117
Recommended: $305,735 $1,019,117
Applicant Infermation
Applicant: Ridgecrest Pacific Associates, a California Limited Partnership
Contact: Caleb Roope
Address: 430 E. State Street, Suite 100
Eagle, ID 83616
Phone: (208) 461-0022 Fax: (208) 461-3267
Email: calebr@tpchousing.com
General partner(s) or principal owner(s): Valley Initiative for Affordable Housing
Roope, LLC
General Partner Type: Joint Venture

Developer:
Investor/Consultant:
Management Agent:

Project Information
Construction Type:

AMG & Associates, LLC
Boston Capital
Infinity Management, Inc.

New Construction

Total # Residential Buiidings: 7

Total # of Units: 32

No. & % of Tax Credit Units: 31  100%

Federal Set-Aside Elected: 40%/60%

Federal Subsidy: N/A

Affordability Breakdown by % (Lowest Income Points):
30% AML: 10 %
50% AMI: 5%
55% AMI (Rural): 40 %

CA-2011-083

June 22,2011



Information

Set-Aside: Rural
Housing Type: Seniors
Geographic Area: N/A

TCAC Project Analyst: Jack Waegell

Unit Mix
26 1-Bedroom Units
6 2-Bedroom Units
32 Total Units

Proposed
2010 Rents Targeted 2010 Rents Actual Rent
% of Area Median % of Area Median (including
Unit Type & Number Income Income utilities)
3 1 Bedroom 30% 30% $317
9 1 Bedroom 50% 50% $528
11 | Bedroom 55% 52% $349
3 1 Bedroom 60% 52% $549
1 2 Bedrooms 30% 30% $380
2 2 Bedrooms 50% 50% $633
2 2 Bedrooms 55% 50% $636
1 2 Bedrooms Manager's Unit Manager's Unilt $0
Project Financing
Estimated Tota! Project Cost: $6.629,326 Residential
Estimated Residential Project Cost: 96,629,326 Construction Cost Per Square Foot: $151
Per Unit Cost; $207,166

Construction Financing

Permanent Financing

Source Amount Source Amount
Boston Capital Finance $2,116,229 Boston Capital Finance $450,000
City of Ridgecrest - RDA Funds $3,000,000 City of Ridgecrest - RDA Funds $3,000.000
Costs Deferred During Construction $81,964 Tax Credit Equity $3.179,326
Deferred Developer Fee $795,268
Tax Credit Equity $635,865 TOTAL $6,629,326

2 June 22, 2011

CA-2011-083
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CITY COUNCIL/REDEVELOPMENT AGENCY/FINANCING AUTHORITY AGENDA ITEM

SUBJECT:

Real Property Sale, and Disposition Development Agreement (DDA) to construct and
develop commercial uses on Lot 13 and a portion of Lot 14, or other potential sites of
Parcel Map 10819, APN 33-070-013, & 014, Ridgecrest Business Park for two separate
projects

PRESENTED BY:
James McRea

SUMMARY:

This agenda item is the acknowledgment the potential sale, option to purchase, or interim
use of real property by the Ridgecrest Redevelopment Agency of Lot 13 & 14 of the
Ridgecrest Business Park. A Disposition Development Agreement (DDA) cannot be
developed or executed due to the pending actions and litigation of AB1X26 & 27. The
DDA and 33433 Public Hearing will be scheduled for a later date with review by Agency
Counsel. The Agency presentation is informational and the City is requested to confirm an
agreement as may be approved by Special Counsel and illustrated in the attached
proposal.

Pursuant to Section 33433 of the California Health and Safety Code a summary report and
Resolution will be presented and approved for the sale of the property at the fair market
value of $ $50,000 for 20,000 sq. ft. parcels, as to be determined for two separate owners
and uses at a later date. The proposed projects would be subject to a Planning
Commission Site Plan review and certain on-site and off-site improvements. Staff
recommends authorization of the sale when and if the Agency may do so and execution of
the DDA by the Executive Director, as may be modified in final negotiations by Agency
Counsel and presented at a later date to the Agency.

The City may enter into the attached agreement as appropriately formatted, but the
Ridgecrest Business Park is vested in the Ridgecrest Redevelopment Agency. .

FISCAL IMPACT:

Sale of the property in accordance with Group |l and/or Group 1l parcels of the Ridgecrest
Business Park in the amount of $ 2.50 per sq. ft, plus or minus gross/net adjustment in the
amount of $50,000 per parcel.

Reviewed by Finance Director

ACTION REQUESTED:
Motion to approve as recommended and execution by the City Manager only, not Agency
Executive Director.

CITY MANAGER / EXECUTIVE DIRECTOR RECOMMENDATION:
Action as requested:

Submitted by: James McRea Action Date: 11-16-11
(Rev. 6-12-09)
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November , 2011

Mr. Robert W. Volker

Chief Executive Officer

California Broadband Cooperative, Inc.
1101 Nimitz Avenue

Vallejo, CA 94592

Re: Installation and Operation of Fiber Optic Node Site by the California Broadband Cooperative, Inc. (CBC)
on Parcel 13 of the Ridgecrest Business Park

Dear Mr. Volker:

This letter confirms our agreement that the Ridgecrest Redevelopment Agency (“RRA”) consents to
installation and operation of a Fiber Optic Node Facility on Parcel 13 of the Ridgecrest Business Park located at
______McLean Street in Ridgecrest, California and shown on the parcel map attached to this letter as Exhibit A.
CBCis hereby granted a license to install and operate the Node Facility on Parcel 13. CBC is also authorized to
connect its Node Facility to its fiber optic cabling along Street and to the Southern California Edison
electrical distribution poles running on Street. We understand and agree that CBC may install a
communications shelter, generator, propane tank, fiber optic conduit and cabling, electrical service, fencing
and accessory equipment on the parcel. CBC may commence to start its construction of its facility once it has
obtained all required permits from the City of Ridgecrest. We require that CBC provide us copies of such
permits prior to commencing construction.

We also agree that CBC shall have the option to purchase Parcel 13 for the purchase price of
$50,000.00. CBC's right to exercise this option will be dependent on the outcome of the lawsuit entitled
, now pending for review in the Court. If RRA is successful
in that legal action, it will retain title to Parcel 13 and will execute the necessary definitive option and purchase
agreements with CBC to complete this transaction. If RRA is unsuccessful in the legal action, the City of
Ridgecrest (the “City”) will take title to the parcel. By its signature below, the City also agrees to CBC's use of
Parcel 13 and to honor the terms of this letter, including CBC’s option to purchase the parcel for $50,000.00.

CBC agrees that it will hold harmless, indemnify and defend RRA and the City, and all their officials and
employees, from any and all claims, actions, damages, and costs, including attorney’s fees, that may arise in
any way from the RRA and City executing this letter agreement, granting CBC permission to use Parcel 13, or
from CBC'’s design, construction, or operation of its Fiber Optic Node Facility on such parcel. CBC further agrees
that will maintain the property, liability, automobile, and worker’s compensation insurance shown on the
Certificate of Insurance attached hereto as Exhibit B during all aspects of its construction and operation of the
Node Facility, and that RRA and the City will be named as additional insureds on such policies.

CBC shall have the right to use Parcel 13 for a period of five (5) years from the date of execution of this
letter, or until such time as CBC'’s purchase of the parcel is completed, whichever comes first. If, for any
reason, RRA or the City is unable to sell the parcel to CBC prior to the end of the five {5) year period, we agree
that the parties will execute a 99 year lease for the parcel for a one-time advance rent payment of $50,000.00

If the terms of this letter agreement are acceptable to CBC, please execute both of the originals of this
letter and return one of them to me.



Very truly yours,

RIDGECREST REDEVELOPMENT AGENCY CITY OF RIDGECREST
By: James E. McRea By:
its: Its:

Agreed to and accepted:
CALIFORNIA BROADBAND COOPERATIVE, INC.
a California non-profit, cooperative corporation

By: Robert W. Volker
Its: Chief Executive Officer

Attachments: Exhibit A — Parcel Map
Exhibit B — Certificate of Insurance
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CITY COUNCIL/REDEVELOPMENT AGENCY/FINANCING AUTHORITY AGENDA ITEM

SUBJECT:
Discussion Of The Funding Options And Timeline City Has With Regard To Obtaining A
Federal Lobbyist

PRESENTED BY:
Kurt Wilson — City Manager

SUMMARY:

Council is exploring the feasibility of contracting a Federal Lobbyist to pursue alternative
revenue resources for the City of Ridgecrest. This discussion item was requested by
Council Member Jason Patin, Chairman of the Community and Economic Development
Committee, to provide the opportunity for open discussions regarding the funding options
available to secure a contract and the timeline projected to complete the process should
council move forward with the concept.

Community and Economic Development has been in conversation with a number of local
stakeholders within the community who are strongly supporting the concept and are also
seeking out funding sources to offset the cost to the City.

FISCAL IMPACT:
Discussion Only, No Fiscal Impact

Reviewed by Finance Director

ACTION REQUESTED:

Discussion and possible direction to staff.

CITY MANAGER / EXECUTIVE DIRECTOR RECOMMENDATION:

Action as requested: discussion and direction to staff

Submitted by: Kurt Wilson Action Date: November 16, 2011

(Rev. 6/12/09)
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