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JUNIOR INDENTURE OF TRUST

THIS JUNIOR INDENTURE OF TRUST (this “Indenture”), made and entered into and
dated as of May 1, 2017, by and between the CITY OF SAN JOSE (the “Issuer”’), a municipal
corporation and charter city, organized and existing under the laws of the State of California (the
“State”), and U.S. Bank National Association, a national banking association organized and
existing under and by virtue of the laws of the United States of America, qualified to accept and
administer the trusts hereby created (together with any successor trustee hereunder and their
respective successors and assigns, the “Trustee”);

WITNESSETRH:

WHEREAS, theIssuer isauthori zed by Chapter 7 of Part 5 of Division 31 of the California
Health and Safety Code (the "Ac”), to issue one or more series of its revenue bonds and loan the
proceeds thereof to finance, among other things, the acquisition, rehabilitation and equipping of
multifamily rental housing for persons and families of low or moderate income; and

WHEREAS, pursuant to the Act and this Indenture, the Issuer proposes to finance the
acquisition, rehahilitation and equipping of an 1071-unit senior multifamily rental housing
development to be located within the City of San José, California to be known as Villa De
Guadalupe A partrments (as more particul arly described herein, the “Project”);

WHEREAS, in order to provide a portion of the funds necessary to finance the Project,
pursuant to and in accordance with the Act, the I ssuer has i ssued revenue notes designated City of
SanJ osé Multifamily Housing R evenue Note (Villa De Guadalupe A partments) 2017 Series A-1,
in the original aggregate principal amount of $28 980,000 and City of San Jose Multifamily
Housing Revenue Note (Villa De Guadalupe Apartments) 2017 Series A-2, in the original
aggregate prind pal amount of $8,720,000 (as maore particularly defined herein, the “Senior | ssuer
Notes’) pursuant to a Funding Loan Agreement dated as of May 1, 2017 (the “Senior Funding
Loan Agreement”) between the Issuer, the Trustee and Citibank, N.A., as funding lender (the
Senior Funding Lender”);

WHEREAS, pursuant to and in accordance with the Act, the Issuer has authorized and
undertaken to i ssue revenue bonds to be designated City of San José ] unior Multifamily Housing
Revenue Bonds (Villa De Guadalupe Apartments) 2017 SeriesB, in the original aggregate
principal amount of $4,615,712 (the “Bonds”) pursuant to this Indenture in order to provide a
portion of the funds necessary to finance the Project;

WHEREAS, the Issuer has duly entered into a Junior Loan Agreement of even date
herewith (the “|unior Loan Agreement”) with Burnham VDG Venture LP, a California limited
partnership (the “Borrower”) and the Trustee specifying the terms and conditions under which it
will issue the B onds and use the proceeds of the sal e thereof to make a mortgage locan inthe original
aggregate principal amount of $4,615,712 (the “J unior Loan”), to the Borrower for the financing
of the Project, evidenced by aJ unior Promissory Note (the “Junior Note”), endorsed by the | ssuer
to the Trustee pursuant to this Indenture;

WHEREAS, to secure the Borrower’s obligations under the Junior Note, the Borrower
will execute and deliver to the Issuer a Junior Multifamily Deed of Trust, Assignment of Rents,
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Security Agreement and Fixture Filing dated as of even date herewith (the "] unior M ortgage”)
with respect to the Project, which Junior Mortgage will be assigned to the Trustee; and

WHEREAS, to provide for the authentication and delivery of the B onds, to establish and
declare the terms and conditions upon which the B onds are to be i ssued and secured and to secure
the payment of the principal thereof and of the interest thereon, the Issuer has authorized the
execution and delivery of this Indenture;

WHEREAS, the Issuer has determined that all acts and proceedings required by law
necessary to make the Bonds, when executed by the | ssuer, authenticated and delivered by the
Trustee and duly issued, the valid, binding and legal limited obligations of the Issuer, and to
constitute this Indenture a valid and binding agreement for the uses and purposes herein set forth,
in accordance with its terms, have been done and taken, and the execution and delivery of this
Indenture have been in all respects duly authorized; and

WHEREAS, the Trustee has trust powers and the power and authority to enter into this
Indenture, to accept trusts generally and to accept and execute the trust created by this Indenture;
the Trustee has accepted the trust so created and, to evidence such acceptance, has joined in the
execution of this Indenture.

NOW, THEREFORE, the Issuer, in consideration of the premises and the acceptance by
the Trustee of the trusts hereby created and of the purchase and acceptance of the Bonds by the
holders and owners thereof, and for other good and valuable consideration, the receipt of whichiis
hereby acknowledged, to secure the payment of the principal of, and interest on the Bonds
according to their tenor and effect, and the performance and observance by the |ssuer of all the
covenants expressed or implied herein and in the B onds, does hereby grant, bargain, sell, convey,
pledge and assign a security interest, unto the Trustee, and its successors in trust and its and their
assigns in and to the following (said property being herein referred to as the “Trust Estate”), to
wit;

GRANTING CLAUSE FIRST
All right, title and interest of the Issuer in and to all Revenues.
GRANTING CLAUSE SECOND

All right, title and interest of the Issuer in and to the J unior Loan Agreement, the Junior
Note and the Junior Mortgage (other than the Unassigned Rights), indluding all extensions and
renewal s of the terms thereof, if any, including, but without limiting the generality of the foregoing,
the present and continuing right to receive, receipt for, collect or make claim for any of the money,
income, revenues, issues, profits and other amounts payable or receivable thereunder (including
all casualty insurance benefits or condemnation awards subject to the interests of the holders of
the Senior | ssuer Nates), whether payable under the above-referenced documents or otherwise, to
bring actions and proceedings thereunder or for the enforcement thereof, and to do any and all
things which the | ssuer or any other Personis or may become entitled to do under said documents.
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GRANTING CLAUSE THIRD

All funds, money and securities and any and all other rights and interests in property
whether tangible or intangible from time to time hereafter by delivery or by writing of any kind,
conveyed, mortgaged, pledged, assigned or transferred as and for additional security hereunder for
the Bonds by the | ssuer or by anyone on its behalf or with its written consent to the Trustee, which
is hereby authorized to receive any and all such property at any and all times and to hold and apply
the same subject to the terms hereof.

TO HAVE AND TO HOLD, all the same with all privileges and appurtenances hereby
conveyed and assigned, or agreed or intended so to be, to the Trustee and its successors in said
trust and to them and their assigns forever;

IN TRUST NEVERTHELESS, upon the terms and trusts herein set forth for the equal and
proportionate benefit, security and protection of all Holders of the B onds issued under and secured
by this Indenture without privilege, priority or distinction as to lien or otherwise of any of the
B onds over any of the other Bonds, except as set forth in this | ndenture;

PROVIDED, HOWEVER, that if the | ssuer or its successors or assigns shall pay or cause
to be paid to the Holders of the Bonds the principal, interest and, to become due thereon at the
times and in the manner provided in Artide IX hereof, and if the Issuer shall keep, perform and
observe, or cause to be kept, performed and observed, all of its covenants, warranties and
agreements contained herein, then these presents and the estate and rights hereby granted shall, at
the option of the Issuer, cease, terminate and be void, and thereupon the Trustee shall cancel and
discharge the lien of this | ndenture and execute and deliver to the | ssuer such instruments inwriting
as shall be requisite to satisfy the lien hereof, and, subject to the provisions of Sections 4.09, 4.11
and 4.12 hereof and Article IX hereof, reconvey to the |ssuer the estate hereby conveyed, and
assign and deliver to the | ssuer any property at the time subject to the lien of this | ndenture which
may then be in its possession; otherwise this Indenture to be and remain in full force and effect
and upon the trusts and subject to the covenants and conditions hereinafter set forth.

AND ITISHEREBY COVENANTED AND AGREED by and between the parties hereto,
that the terms and provisions upon which the Bonds are to be issued, executed, authenticated,
delivered and secured, and the trusts and conditions upon which the Trust E state is to be held and
disposed of, which said trusts and conditions the said Trustee hereby accepts and agrees to
discharge, are as folows (except that in the performance of the agreements of the I ssuer herein
contained, any obligation it may thereby incur for the payment of money shall not be a general
obligation of the Issuer nor a debt or pledge of the faith and credit of the Issuer or the State, but
shall be payable solely from the revenues and funds pledged for its payment in accordance with
this [ndenture):

ARTICLE |

DEFINITIONS

Section 1.01. Definitions. Terms used herein and not otherwise defined shall have the
meaning provided in the Senior Funding Loan Agreement. The terms used in this Indenture
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(except as herein otherwise expressly provided or unless the context otherwise requires) for all
purposes of this Indenture and of any indenture supplemental hereto shall have the respective
meanings specified below:

“Act” means Chapter 7 of Part 5 of Division 31 of the Califomia Health and Safety Code,
as now in effect and as it may fromtime to time hereafter be amended and supplemented.

“Authorized Amount” shall mean $4,615,712, the principal amount of B onds authorized to
be issued under this Indenture.

“Authorized Officer” means () when used with respect to the Issuer, each of the City
Manager, the Director of Housing, the Director of Finance, the Assistant Director of Finance,
Treasury Division Manager and Debt Administrator of the I ssuer and any other officer or employee
of the Issuer designated by certificate of any of the foregoing as authorized by the Issuer, acting
alone, to perform a specified act, sign a specified document or otherwise take action with respect
to the Bonds, (b) when used with respect to the B orrower, any general partner of the B orrower and
such additional Person or Persons, if any, duly designated by the Borrower in writing to act on its
behal f, and () when used with respect to the Trustee, any authorized signatory of the Trustee, or
any Person who is authorized in writing to take the action in question on behalf of the Trustee.

“Bond Counsel” means (i) on the Closing Date, the law firm or law firms delivering the
approving opinion(s) with respect to the Bonds, or (ii) any other firm of attorneys selected by the
Issuer that is experienced in matters relating to the issuance of obligations by states and their
political subdivisions that is listed as municipal bond attorneys in The Bond Buyer's Municipal
Marketpl ace.

“Bond Documents” shall mean (a) the Junior Loan Documents, (b) this Indenture, (c) the
Regulatory Agreement, (d) the Tax Certificate, () the Bond Purchase Agreement, (f) UCC
financing statements, (g) such assignments of management agreements, contracts and other rights
as may be reasonably required, (h) all other documents evidendng, securing, governing or
otherwise pertaining to the Bonds or any other Bond Documents, and (i) all amendments,
modifications, renewal s and substitutions of any of the foregoing.

“Bond Fund” means the Bond Fund established by the Trustee pursuant to Section 4.01
hereof.

“Bond Paynent Date” means (i) the fifth Business Day of each month, commencing
June 7, 2017, (ii) any date on which the Bonds are subject to mandatory redemption pursuant to
the provisions hereof, and (iii) the Maturity Date.

“Bond Purchase Agreerment” shall mean the Junior Bond Purchase Agreement by and
among the Issuer, the Bondholder Representative and the B orrower executed in connection with
the Bonds.

“Bond Rate” means 2.75% per annum.

“Bond Register” means the books or other records mai ntai ned by the B ond R egistrar setting
forth the registered Holders from time to time of the Bonds.

4
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“Bond Registrar” means the Trustee acting as such, and any other bond regi strar appointed
pursuant to this Indenture.

“Bond Resolution” means the resal ution adopted by the | ssuer authorizing the issuance of
the Bonds.

“Bondholder” or “Halder” or*“Owner” means any Person who shall be the registered owner
of any Outstanding B ond or B onds.

“Bondholder Representative” means any Person appointed to such position by written
instrument signed by 100 of the Holders of the Outstanding Bonds. If at any time there is no
appointed Bondholder Representative, the Servicer shall be deemed to be the Bondholder
Representative. |f there is no appointed Bondholder R epresentative and no Servicer, the Holder
of a majority or plurality of the Outstanding Bonds shall be deemed to be the Bondholder
Representative. The initial Bondholder Representative is Standard Property Company Inc., a
California corporation.

“Bonds” means the City of San J osé | unior M ultifamily Housing Revenue Bonds (VillaDe
Guadal upe Apartments) 2017 Series B issued pursuant to the provisions of this Indenture.

“Borrower” means Burnham VDG Venture LP, a limited partnership duly organized and
existing under the laws of the State of California, or any of its permitted successors or assigns, as
owner of the Project.

“Business Day” means any day other than () a Saturday, (b) a Sunday, (¢) a day on which
the Federal Reserve Bank of New Y ork is authorized or obligated by law or executive order to
remain closed, (d) a day onwhich the Principal Office of the Bondho der R epresentative i s closed,
o (e) a day on which (i) banking institutions in the City of New Y ork or in the dity in which the
Principal Office of the Trustee or the Bondholder Representative is located are authorized or
obligated by law or executive order to be closed or (ii) the New Y ork Stock Exchange is closed.

“Carryback Loan” means the loan from Standard Guadalupe V enture LP, a Delaware
limited partnership, to the Borrower in the principal amount of $4,615,712.

“Certificate of the Issuer” and “Request of the Issuer” mean, respectively, a written
certificate or request signed in the name of the |ssuer by an A uthorized Officer of the | ssuer or
such other Person as may be designated and authori zed to sign for the | ssuer. Any such instrument
and supporting opinions or representations, if any, may, but need naot, be combined in a single
instrument with any other instrument, opinion or representation, and the two or more so combined
shall be read and construed as a single instrument.

“Closing Date” means May 23, 2017, the date of issuance of the Bonds.

“Code” means the Internal Revenue Code of 1986 and the regulations promulgated
thereunder.

“City” means the City of San | osé, Califomia.
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“Determination of Taxahility” shall mean, (a) a determination by the Commissioner or any
District Director of the Internal Revenue Service, (b) a private ruling or Technical Advice
Memorandum issued by the National Office of the Internal Revenue Service in which | ssuer and
Borrower were afforded the opportunity to participate, (¢) a determination by any court of
competent jurisdiction, (d) the enactment of legislation or (e) receipt by Trustee or Bondholder
Representative, at the request of |ssuer, Borrower, Trustee or Bondho der R epresentative, of an
opinion of Bond Counsel, in each case to the effect that the interest on the Bonds is indudable in
gross income for federal income tax purposes of any bondholder or any former bondholder, other
than a bondholder who is a “substantial user” of the Project or a “related person” (as such terms
are defined in Section 147(a) of the Code); provided, however, that no such Determination of
Taxahility under dause (a) or (c) shall be deemed to have occurred if the | ssuer (at the sole expense
of the Borrower) or the Borrower is contesting such determination, has elected to contest such
determination in good faith and i s proceeding with all applicable dispatch to prosecute such contest
until the earliest of (i) a final determination from which no appeal may be taken with respect to
such determination, (ii) abandonment of such appeal by the Issuer or the Borrower, as the case
may be, or (iii) unless otherwise agreed to by the Bondholder Representative in its sole and
reasonable discretion, one year from the date of initial determination.

“Electronic Notice” means delivery of notice in a W ord format or a Portable Document
Format (PDF) by electronic mail to the electronic mail addresses listed in Section 11.05 hereof;
provided, that if a sender receives notice that the electronic mail is undeliverable, notice must be
sent as otherwise required by Section 11.05 herecf.

“Enforcement Action” shall have the meaning given to that term in the Subordination
Agreement.

“Excess Cash Flow” shall mean, for any period, Gross Revenues for such period less the
sum of (i) Expenses of the Project for such period, and (ii) without duplication, all amounts due
on the Senior Boarrower Loan Obligations and Section 5.1 of the Partnership Agreement prior to
payments on the J unior Loan for such period.

“E xpenses of the Project” shall mean, for any period, the current expenses, paid or accrued,
of operation, maintenance and current repair of the Project, as calculated in accordance with
GAAP, and shall indude, without limiting the generality of the foregoing, salaries, wages,
ermployee benefits, cost of materials and supplies, costs of routine repairs, renewals, replacements
and alterations occurring in the usual course of business, costs and expenses properly desi gnated
as capital expenditures (e.g. repairs which would not be payable from amounts on deposit in a
repair and replacement fund held pursuant to the Senior Borrower Loan Documents), a
management fee (however characterized) not to exceed 4% of Gross Revenues, costs of billings
and collections, costs of insurance, and costs of audits. EXxpenses of the Project shall not include
any payments, however characterized, on account of the Junior Loan or any other subordinate
financing in respect of the Project or other indebtedness, allowance for depreciation, amortization
or other non-cash items, gains and losses or prepai d expenses not customarily prepaid.

“Event of Default” or “event of default” means any of those events specified in and defined
by the applicable provisions of Article VI hereof to constitute an event of default.
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“Extraordinary Services’ means and includes, but not by way of limitation, services,
actions and things carried out and all expenses incurred by the Trustee in respect of or to prevent
default under this | ndenture or the J unior Loan Documents, including any reasonable attorneys’ or
agents' fees and expenses and other litigation costs that are entitled to reimbursement under the
terms of the Junior L oan Agreement, and other actions taken and carried out by the Trustee which
are not expressly set forth in this Indenture or the J unior Loan Documents.

“Government Obligations’ means investments meeting the requirements of clauses (a) or
(b) of the definition of “Qualified Investments” herein.

“Gross Revenues” shall mean all receipts, revenues, income and other moneys received by
or on behalf of B orrower and derived fromthe ownership or operation of the Prgject, and all rights
to receive the same, whether in the form of accounts, accounts receivable, contract rights or other
rights, and the proceeds of such rights, and whether now owned or held or hereafter coming into
exi stence and proceeds received upon the foreclosure sale of the Project. Gross Revenues shall
not incl ude loan proceeds, equity or capital contributions, or tenant security deposits being held by
B orrower in accordance with the applicable law.

“Indenture” means this J unior Indenture of Trust, as the same may be amended, modified
o supplemented from time to time.

“I'nvestor Limited Partner” shall mean Aegon LIHTC Fund 50, LLC, a Delaware limited
liahility company, its successors and assigns.

“I'ssuer” means the City of San José, a munidipal corporation and charter city, and its
successors and assigns.

“Junior Loan™ means the loan made by the | ssuer to the Borrower in the original prind pal
amount of $4,615,712 pursuant to the J unior Loan Agreement.

“Junior Loan Agreemrent” means the J unior Loan Agreement dated as of the date hereof
among the Borrower, the Issuer and the Trustee, as such Junior Loan Agreement may from time
to time be amended or supplemented.

“Junior Loan Documents” means, collectively, this I ndenture, the J unior L oan Agreement,
the Junior Note, the Junior Mortgage, the Bond Purchase Agreement, and all other documents
securing theJ unior Loan.

“Junior Mortgage” means the Junior Multifamily Deed of Trust, Assignment of Rents,
Security Agreement and Fixture Filing dated as of the date hereof, together with al riders and
addenda thereto, granting a second priority mortgage and security interest in the Project to the
| ssuer to secure the repayment of the J unior Loan which J unior M ortgage has been assigned by the
| ssuer to the Trustee as the same may be amended, suppl emented or restated.

“Junior Note” means the Junior Promissory Note dated the Closing Date from the
B orrower, including all riders and addenda thereto, evidend ng the Borrower’ s obligation to repay
the J unior Loan, as the same may be amended, supplemented or restated from time to time, which
Junior Promissory Note will be delivered to the | ssuer and endorsed by the | ssuer to the Trustee.
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“Maturity Date” meansJ une 1, 2052.

“Net Proceeds” , when used with respect to any insurance proceeds or condemnation award
with respect to the Project, shall mean the amount remaining (i) after deducting from the gross
proceeds thereof all expenses (including attorneys’ fees) incurred in the collection of such proceeds
or award and (ii) after applying such amounts as set forth in the Senior B orrower L oan Documents.

“Outstanding” when used with respect to the Bonds or “B onds Outstanding” means, as of
any date, all Bonds that have been duly authenticated and delivered by the Trustee under this
Indenture, except:

(a) Bonds surrendered and replaced upon exchange or transfer, or cancelled because of
payment or redemption, at or prior to such date;

(b Bonds for the payment, redemption or purchase for cancellation of which sufficient
money has been deposited prior to such date with the Trustee (whether upon or prior to the
maturity, amortization or redemption date of any such Bonds), or which are deemed to have been
paid and discharged pursuant to the provisions of Section 9.01 hereof; provided that if such Bonds
are to be redeemed prior to the maturity thereof, other than by schedul ed amortization, notice of
such redemption shall have been given or arrangements sati sfactory to the Trustee shall have been
made therefor, or waiver of such notice satisfactory in form to the Trustee shall have been filed
with the Trustee; and

(© Bonds in lieu of which others have been authenticated (or payment, when due, of
which is made without replacement) under Section 2.06 hereof.

“Partnership Agreenent’” means the Amended and Restated Limited Partnership
Agreement of the Borrower, dated as of May 23, 2017.

“Person” means an individual, a corporation, a partnership, an association, a joint stock
company, a joint venture, a trust, an unincorporated association, a limited liability company or a
government or any agency or political subdivision thereof, or any other organization or entity
(whether governmental or private).

“Pledged Revenues’ means the amounts pledged under the Senior Funding Loan
Agreement.

“Principal Office of the Trustee” means the office of the Trustee referenced in
Section 11.05(a) hereof, or such other office or offices as the Trustee may designate in writing
from time totime, or the office of any successor Trustee where it principally conducts its business
of serving as trustee under indentures pursuant to which municipal or governmental obligations
are issued.

“Project” means, collectively, the land and residential rental apartment units, and rel ated
fixtures, equiprment, furnishings and site improvements known as Villa De Guadalupe A partiments
located in San J osé, California, induding the real estate described in the | unior M ortgage.
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“Qualified Investments’ means any of the following if and to the extent permitted by law:
(a) direct and general obligations of the United States of America; (b) obligations of any agency
or instrumentality of the United States of America the payment of the principal of and interest on
which are unconditional ly guaranteed by the full faith and credit of the United States of America;
(© senior debt obligations of Freddie Mac; (d) senior debt obligations of Fannie M ae; (e) demand
deposits or time deposits with, or certificates of deposit issued by, the Trustee or its affiliates or
any bank organized under the laws of the United States of America or any state or the District of
Columbia which has combined capital, surplus and undivided profits of not less than $50,000,000;
provided that the Trustee or such other institution has been rated at least “VMIG-1" A2+ by
Moody’s/S&P or which deposits or certificates are fully insured by the Federal Deposit | nsurance
Corporation or collateralized pursuant to the requirements of the Office of the Comptroller of the
Currency; (f) investment agreements with Freddie Mac or a bank or any insurance company or
other finandial institution which has a rating assigned by Moody’s/S&P to its outstanding long-
term unsecured debt which is the highest rating (as defined below) for |long-term unsecured debt
obligations assigned by Moody’ s5& P, andwhich are approved by the B ondholder R epresentative;
or (g) any other investments approved inwriting by the Bondholder Representative. For purposes
of this definition, the “highest rating” shall mean a rating of at least “VMIG-1" /A-1+" for
obligations with less than oneyear maturity; at least “Aaa” /'VMIG-1" AAA” fA-1+ for
obligations with a maturity of onevyear or greater but less than threeyears;, and at |east
“Aaa’ 'AAA” for obligations with a maturity of three years or greater. Qualified Investments
must be limited to instruments that have a predetermined fixed-dollar amount of principal due at
maturity that cannot vary or change and interest, if tied to an index, shall be tied to a single interest
rate index plus a single fixed spread, if any, and move proportionately with such index.

“Record Date” means the 15th day of the month preceding the month in which any Bond
Payment Date falls.

“Regulatory Agreement” means the R egulatory Agreement and Declaration of R estrictive
Covenants dated as of May 1, 2017 among the | ssuer, the Trustee, the fiscal agent under the Senior
Funding L can A greement and the B orrower with respect to the Project.

“Responsible Officer” means any officer of the Trustee employed within or otherwise
having regular responsibility in connection with the corporate trust department of the Trustee and
the trusts created hereunder.

“Revenue Fund’ means the Revenue Fund established by the Trustee pursuant to
Section 4.01 hereof.

“Revenues’ means the amount of Excess Cash Flow, if any, required to be applied to
payment of the J unior Loan pursuant to the provisions of Section 5.1 of the Partnershi p Agreement,
not to exceed 75% of Excess Cash Flow.

“Senior Borrower Loan” shall have the meaning given to the term “Borrower Loan” inthe
Senior Funding Loan Agreement.

“Senior Borrower Loan Docurrents” shall have the meaning given to the term “Borrower
L oan Documents” in the Senior Funding L oan Agreement.
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“Senior Borrower Loan Obligations” shall mean and includes, cdllectively, and without
limitation, each of the following: (A) all debx service payments due on the Senior Borrower Loan,
(B) all obligations of Borrower under the Senior Borrower Loan Documents, (C) all capital
expenditures required for the proper maintenance of the Prgject in accordance with the Senior
Borrower Loan Documents, as calculated by Borrower in accordance with customarily accepted
cash basis accounting principles, consistently applied, and in accordance with the terms of the
Senior Borrower Loan Documents; (D) all amounts required to be deposited into any replacement
reserve, completionfepair reserve, operating deficit reserve, principal repayment reserve,
replacement hedge reserve or other reserve or escrow established or required by Senior Funding
Lender or Servicer in connection with the Senior Borrower Loan and the Senior Borrower Loan
Documents, induding the Senior M ortgage, and (E) all fees, costs and expenses of Senior Funding
L ender and Servicer in connection with the Senior B orrower L oan.

“Senior Funding Lender” has the meaning given to it in the recitals hereof.

“Senior Funding Loan” has the meaning given to the term “Funding Loan” in the Senior
Funding L can A greement.

“Senior F unding Loan Agreenent” has the meaning given to it in the recital s hereof.

“Senior Funding Loan Docurments” shall have the meaning given to the term “Funding
L oan Documents” in the Senior Funding L oan Agreement.

“Senior I ssuer Notes” has the meaning given to it in the recital s hereof.

“Senior Mortgage” has the meaning given to the term“Security Instrument” in the Senior
Funding L can A greement.

“Senior Noteowner Representative” means the “Noteowner” as defined in the Senior
Funding L can A greement.

“Senior Security” has the meaning given the term “Security” in the Senior Funding Loan
Agreement.

“Senior Transaction Documents’ means the Senior Funding Loan Documents and the
Senior Borrower L oan Documents.

“Servicer” means the Servicer under and as defined in the Senior Funding Loan
Agreement.

“Sophisticated Investor” means (1) a “qualified institutional buyer” as defined in Rule
144A promulgated under the Securities Act of 1933, as amended (the “Securities Acd”); (2) an
“accredited investor” as defined in Sections 501(a)(1) through (3) of Regulation D promul gated
under the Securities Act; (3) an entity that is directly or indirectly wholly owned or controlled by
or under common control with the holder of the Bonds; (4) an entity all of the investors in which
are described in (1), (2) or (3) above; or (5) a custodian or trustee for a party described in (1), (2)
or (3) above.
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“Subordination Agreement” means the Subordination and I ntercreditor Agreement, dated
as of May 1, 2017, by and between the Trustee and Citibank, N.A., as Senior Lender under Senior
Funding L oan A greement.

“State” means the State of California.

“Tax Certificate” shall mean the Tax Certificate and Agreement, dated the Closing Date,
executed and delivered by the | ssuer and the B orrower.

“Trustee” means U.S. Bank National Assodiation and its successors in trust hereunder.
“Trust E state” shall have the meaning given to that termin the Granting Clauses.

“Unassigned Rights’ means all of the rights of the Issuer and its directors, officers,
commissioners, elected official s, attorneys, accountants, employees, agents and consultants to be
held harmless and indemnified, to be paid its fees and expenses, to give or withhold consent to
amendments, changes, modifications and aterations, to receive notices and the right to enforce
such rights.

Section 1.02. I nterpretation. The words “hereof,” “herein,” “hereunder,” and other
words of similar import refer to this Indenture as awhodle and not to any particular Article, Section
or other subdivision. Words of the masculine gender shall be deemed and construed to include
correlative words of the feminine and neuter genders. W ords importing the singular number shall
include the plural number and vice versa unless the context shall otherwise indicate. All
accounting terms not otherwi se defined herein have the meanings assigned to them in accordance
with generally accepted accounting principles as in effect from time to time. References to
Articles, Sections, and other subdivisions of this Indenture are to the designated Articles, Sections
and other subdivi sions of this Indenture as ariginally executed. The headings of this | ndenture are
for convenience only and shall not define or limit the provisions hereof.

ARTICLE Il

THE BONDS
Section 2.01. The Bonds.

(a) The Bonds are hereby authorized to be issued hereunder as revenue bonds of the
| ssuer in accordance with the Bond Resd ution. The Bonds are hereby authorized to be designated
“City of San J osé Junior M ultifamily Housing Revenue Bonds (Villa De G uadal upe A partments)
2017 Series B” in the original aggregate principal amount of $4,615,712. The Bonds shall be fully
registered as to principal and interest, without coupons, and shall be numbered by series, if any, in
the manner and with any additional designation as the Trustee, as B ond R egi strar, deems necessary
for the purpose of identification. All of the Bonds are equally and ratably secured. Bonds issued
on the Closing Date shall be dated such date; Bonds issued after the Closing Date shall be dated
the date they are authenti cated by the Trustee. The Bonds shall be due and payable in full on the
Maturity Date.
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(b The Bonds shall be issued as one bond in the principal amount of $4,615,712 and
shall bear interest at the Bond Rate. Payment of interest on the Bonds shall be payable on each
Bond Payment Date, solely from Revenues received by the Trustee pursuant to the provisions of
theJ unior Note and the J unior Loan Agreement. Unpaid interest on the B onds, and cther overdue
amounts under this Indenture, shall accrue interest at the Bond Rate.

(i) Interest on the Bonds shall be computed on the basis of a 360-day year of
twelve months. Interest on the Bonds shall be payable on each Bond Payment Date, in
each case from the Bond Payment Date next preceding the date of authentication thereof
to which interest has been paid or duly provided for, unless the date of authentication is an
Bond Payment Date to which interest has been paid or duly provided for, in which case
from the date of authentication of the Bond, or unless no interest has been paid or duly
provided for on the Bonds, in which case from the Closing Date, until payment of the
principal of the Bond has been made or duly provided for. Notwithstanding the foregoing,
if a Bond is authenticated after a Record Date and before the following Bond Payment
Date, such Bond shall bear interest from such B ond Payment Date; provided, however, that
if there shall be a default in the payment of interest due on such Bond Payment Date, then
the Bonds shall bear interest from the next preceding B ond Payment Date towhich interest
has been paid or duly provided for, or, if nointerest has been paid or duly provided for on
the Bonds, fromthe Closing Date.

(© The Person in whose name any Bond is registered on the R ecord Date with respect
to an Bond Payment Date shall be entitled to receive the interest payable on such Bond Payment
Date (unless such Bond has been called for redermpti on on a redemption date which is prior to such
Bond Payment Date) notwithstanding the cancellation of such Bond upon any registration of
transfer or exchange thereof subsequent to such Record Date and prior to such Bond Payment
Date.

(d No Bonds may be issued under the provisions of this Indenture except in
accordance with this Article. The total principal amount of B onds that may be issued hereunder,
or in substitution for other Bonds pursuant to Sedion 2.06 hereof, is expressly limited to
$4,615,712.

Section 2.02. Limited Obligations. The Bonds are limited obligations of the Issuer,
payable solely from the Revenues and other funds and money pledged and assigned hereunder.
Neither the Issuer, the State of California (the “State”), nor any political subdivision thereof
(except the Issuer, to the limited extent set forth herein) nor any public agency shall in any event
be liabl e for the payment of the principal of, or interest on the Bonds or for the performance of any
pledge, obligation or agreement of any kind whatsoever except as set forth herein, and none of the
Bonds or any of the Issuer’s agreements or obligations shall be construed to constitute an
indebtedness of or a pledge of the faith and credit of or aloan of the credit of or a moral obligation
of any of the foregoingwithin the meaning of any constitutional or statutory provision whatsoever.
The Issuer has no taxing power.

No recourse shall be had for the payment of the principal of, or interest on any Bond or for
any claim based thereon or upon any obligation, covenant or agreement i n this I ndenture contai ned,
against, the | ssuer, any past, present or future member of its governing body, its officers, attorneys,
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accountants, financial advisors, agents or staff or the officers, attorneys, accountants, financial
advisors, agents or staff of any successor public entity, as such, either directly or through the | ssuer
or any successor public entity, under any rule of law or penalty or otherwise, and all such liability
of the Issuer, any member of its governing body and its officers, attorneys, accountants, financial
advisors, agents and staff is hereby, and by the acceptance of the Bonds, expressly waived and
released as a condition of, and in consideration for, the execution of this |ndenture and the issuance
of the Bonds.

It is recognized that notwithstanding any other provision of this Indenture, neither the
Borrower, the Trustee nor any Bondholder shall look to the Issuer for damages suffered by the
Borrower, the Trustee or such Bondholder as a result of the failure of the |ssuer to perform any
covenant, undertaking or obligation under this Indenture, the J unior Loan Agreement, the Bonds
o any of the other documents referred to herein, or as a result of the incorrectness of any
representation made by the Issuer in any of such documents, nor for any other reason. Although
this Indenture recogni zes that such documents shall not give rise to any pecuniary liability of the
| ssuer, nothing contained in this I ndenture shall be construed to preclude in any way any action or
proceeding (other than that element of any action or proceeding involving a claim for monetary
damages against the lIssuer) in any court or before any governmental body, agency or
instrumentality or otherwise against the Issuer or any of its officers or employees to enforce the
provisions of any of such documents which the Issuer is obligated to perform and the performance
of which the I ssuer has not assigned to the Trustee or any other person; provided, however, that as
a condition precedent to the | ssuer proceeding pursuant to this Section 2.02, the Issuer shall have
received satisfactory indemnificati on.

Section 2.03. I ndenture Constitutes Contract. In consideration of the purchase and
acceptance of the Bonds issued hereunder by those who shall hold them from time to time, the
provisions of this |ndenture shall be part of the contract of the | ssuer with the Hol ders of the B onds
and shall be deemed to be a contract between the | ssuer and the Holders of the Bonds from time
totime.

Section 2.04. Form and Execution. The Bonds shall be in substantially the form
attached as Exhibit A, with necessary and appropriate variations, omissions and insertions as are
customary, permitted or required by this Indenture. The Bonds shall be executed on behalf of the
manual or facsimile signature of the Authorized Officer of the | ssuer, and attested by the manual
or facsimile signature of the City Clerk of the Issuer. Any facsimile signatures shall have the same
force and effect as if said officers had manually signedthe Bonds. Any reproduction of the official
seal of the Issuer on the Bonds shall have the same force and effect as if the official seal of the
| ssuer had been impressed on the B onds.

In case any officer of the Issuer whose manual or facsimile signature shall appear on any
Bond shall cease to be such officer before the delivery of such Bond such signature or such
facsimile shall nevertheless be valid and sufficient for all purposes, the same as if he or she had
remained in office until delivery, and also any Bond may bear the facsimile signatures of, or may
be signed by, such Persons as at the actual time of the execution of such Bond shall be the proper
officers to sign such B ond although at the date of such B ond such Persons may not have been such
officers.
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Section 2.05.  Authentication. No Bond shall be valid or obligatory for any purpose
or entitled to any security or benefit under this Indenture unless a certificate of authentication on
such Bond, substantially in the form set forth in Exhibit A, shall have been duly executed by an
Authorized Officer of the Trustee; and such executed certificate of authentication upon any such
Bond shall be conclusive evidence that such Bond has been duly executed, registered,
authenticated and delivered under this Indenture. It shall not be necessary that the same Person
sign the certificate of authentication on all of the Bonds.

Section 2.06. Mutilated, Lost, Stden or Destroyed Bonds. In the event any Bond is
mutilated, lost, stolen or destroyed, the Issuer shall execute and the Trustee shall authenticate a
new Bond of like interest rate, series, maturity and tenor in exchange and substitution for and upon
cancellation of such mutilated Bond or in lieu of and in substitution for such lost, stolen or
destroyed B ond, upon payment by the Owner thereof of any applicable tax or governmental charge
and the reasonable expenses and charges of the | ssuer and the Trustee in connection therewith, and
in the case of a Bond lost, stolen or destroyed, the filing with the Trustee of evidence satisfactory
toit that such Bond was | ost, stalen or destroyed, and of the awnership thereof, and furni shing the
I ssuer and the Trustee with indemnity satisfactory to each of them. In the event any such Bond
shall have matured, instead of issuing a duplicate Bond or Bonds the Issuer may pay the same
without surrender thereof.

Section 2.07. Transfer and Exchange of Bonds;, Persons Treated as Owners;
Restrictions on Transfer. The Trustee as Bond R egistrar shall cause a Bond Register to be kept
for the registration of transfers of Bonds. Any Bond may be transferred only upon an assignment
duly executed by the regi stered Owner or such registered Owner’s duly authori zed representative
in such form as shall be sati sfactory to the Bond R egistrar and upon surrender of such Bond to the
Trustee for cancellation. W henever any Bond or B onds shall be surrendered for transfer, the | ssuer
shall execute and the Trustee shall authenticate and deliver to the transferee a replacement fully
registered Bond for the amount of such Bond so surrendered.

In all cases in which Bonds shall be transferred or exchanged hereunder, the Trustee may
make a charge sufficient to reimburse it for any tax, fee or other governmental charge required to
be paid with respect to such transfer or exchange. The cost of printing Bonds and any services
rendered or expenses incurred by the Trustee in connection with any transfer or exchange shall be
paid by the B orrower.

The Person in whose name any Bond shall be registered shall be deemed and regarded as
the absolute owner thereof for all purposes and payment of or on account of the principal of and
interest on any such Bond shall be made only to or upon the order of the registered Owner thereof,
o such registered Owner’s legal representative, and neither the Issuer nor the Trustee shall be
affected by any notice to the contrary. All such payments shall be valid and effectual to satisfy
and discharge the liability upon such Bond to the extent of the sum or sums to be paid.

Neither the | ssuer nor the Trustee shall be required to make any such exchange, registration
or transfer of Bonds during the period of fifteen (15) days immediately preceding an Bond
Payment Date or, in the case of any proposed redemption of Bonds, during the period of fifteen
(15) days immediately preceding the selection of Bonds for such redemption and after the giving
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of natice of redemption, the Trustee is not required to transfer or exchange any Bond or portion
thereof which has been called for redemption.

Restrictions on Transfer. The following shall apply to al sales and transfers of the Bonds
after the applicable initial sale and delivery of the Bonds:

(a) The Bonds, in the form attached hereto as Exhibit A, shall be physical certificated
instruments, and shall not be held in a book-entry only system unless approved in advance by the
| ssuer:

(b The Bonds shall be sold in whole only:;

(© The Bonds shall only be sold and subsequently transferred in whole to
Sophisticated Investors, with such Sophisticated Investors executing and delivering an Investor
Letter in the form attached as Exhibit B hereto; and

(d The Trustee shal not authenticate or register a Bond unless it has received a
certificate from the | ssuer stating that the conditions of this Section 2.07 have been satisfied and
there shall have been delivered to the Trustee an Investor Letter executed by the transferee of the
Bonds:

Section 2.08. [Reserved)].

Section 2.09. Delivery of Bonds. Upon the execution and delivery of this Indenture,
the Issuer shall execute and deliver to the Trustee, and the Trustee shall authenticate the Bonds
and deliver them to or upon the order of the | ssuer upon receipt by the Trustee of the following:

(@ executed counterparts of this Indenture, the J unior L can Agreement, the R egulatory
Agreement, and the Tax Certificate;

(b an opinion of Bond Counsel to the effect that the Bonds are valid and binding
special obligations of the I ssuer;

(© evidence satisfactory to the Issuer of the Carryback Loan and Junior Note
(representing the purchase price of the Bonds);

(d a copy of the J unior Mortgage;

(e) an opinion of counsel to the Borrower to the effect that the Borrower is duly
organi zed and validly existing and in good standing under the laws of the state in which it has been
organi zed and in good standing under the |aws of each other state inwhich the B orrower transacts
business and has full power and authority to enter into the agreements described herein to which
itisaparty, that its execution and delivery of and performance of its covenants in such agreements
do not contravene law or any provision of any other agreement towhich it is a party or by which
it or such property is bound or affected, and that all such agreements have been duly authorized,
executed and delivered by the Borrower, and are legal, valid and binding agreements of the
B orrower enforceable against the B orrower in accordance with their respective terms;,
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)] an opinion of Bond Counsel to the effect that the interest on the B onds, under |aws
in effect on the date of such opinion, is excluded from gross income for federal income tax
purposes and, where applicable, for State income tax purposes,

(g a certified copy of the Bond Resolution;

(h evidence satisfactory to the Trustee that the Senior | ssuer Notes have been issued
and delivered to the initial purchasers thereof: and

(i) the written request and authorization to the Trustee by the | ssuer to authenticate and
deliver the Bonds in accordance with the provisions of this Indenture.

Section 2.10. [R eserved].
Section 2.11. Subordination.

This Indenture and the J unior Loan Agreement are and at all times shall be subject and
subordinate in all respects to the terms, provisions, conditions, covenants, liens and security
interests of the Senior Transaction Documents. Correspondingly, payment of the indebtedness
evidenced by the Bonds i s and shal| be subject and subordinate in al respects to the prior payment
in full of all amounts due and payable in respect of the Senior | ssuer Notes and the Senior B orrower
Loan Documents, and otherwise under the Senior Transaction Documents.  Accordingly, the
Bondholders expressly subject and subordinate all of their right, title and interest in and to the
Bonds in al respects to (i) the payment in full of the Senior Issuer Notes, (ii) the payment in full
of the Senior Borrower L can, (iii) the lien of the Pledged R evenues under the Senior Funding L oan
Agreement and of the Senior Mortgage and (iv) the payment in full of all amounts owed to the
Noteowner R epresentative under the Senior Transaction Documents. |n addition, notwithstanding
anything contained in this | ndenture, the J unior Loan Agreement, the Junior Note or the Junior
M ortgage to the contrary, the | ssuer and the Trustee agree, and the B ondholders by their acceptance
of the Bonds agree, that:

(a) the sole source of funds available to the Issuer for the purpose of paying the
principal of, and interest on, the Bonds, induding scheduled sinking fund payments, if any, shall
be the Revenues,;

(b the Junior Note is payable salely from, and only to the extent of, the Revenues as
defined and provided for in this Indenture;

(© payments of the principal of, and interest on, the J unior Note shall be made only
after all current and past due Senior Obligations have been paidin full;

(d) the security for the Junior Loan and the J unior Note shall be the J unior M ortgage,
which shall be whd ly subordinate to the Senior Mortgage encumbering the same Project;

(e the obligation of the Borrower to repay the J unior Loan is and shall be subject and
subordinate in all respects to the obligations of the Borrower to pay all amounts due in respect of
the Senior Obligations, whether under the Senior Transaction Documents or otherwise;
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H so long as any amounts are currently due and owing in respect of the Senior
Obligations, whether under the Senior Transaction Documents or otherwise, the Trustee shall not
be entitled to (1) make any payment in respect of the Bonds or (2) foreclose on the ) unior Mortgage
notwithstanding (@) any arrearages in the payments of any amounts due and owing under or with
respect to the Bonds or (b) any default in respect of the B onds, the ] unior Note, the unior M ortgage
or theJ unior L oan except as consented to in writing by the Bondholder Representative; or (3) take
any other action except as permitted under the Subordination Agreement; and

(9 unpaid principal and interest on the B onds resulting from insufficient Revenues
may accrue and may be payable after such accrual, provided that such principal and interest shall
be payable solely from, and only to the extent of, R evenues, provided further that payment of such
principal and interest is and shall remain subject and subordinate to the Senior Obligations.

Failure to make any payment in respect of the Bonds or otherwise under this Indenture
shall not constitute an Event of Default under (and as defined in) this Indenture. The Trustee shall
not, after the Trustee receives a natice of default or otherwise acquires knowledge of a default or
an Event of Default by the B orrower with respect to the Senior |ssuer Notes, the Senior Borrower
Loan or under any Senior Transaction Document, make any payments in respect of the Bonds
unless and until such default or Event of Default or potential default has been cured or waived by
the B ondholder Representative.

The parties to this Indenture acknowledge that the terms of this Indenture are in all respects
subject to the Senior Transaction Documents.

ARTICLE 111

REDEMPTION OF BONDS PRIOR TO MATURITY

Section 3.01. Redemption of Bonds Prior to Maturity. The Bonds are subject to
redermption upon the circumstances, on the dates and at the prices set forth as follows (and, in the
event of a partial redemption can be in any principal amount):

(@) The Bonds shall be subject to mandatory redemption in whole or in part, after
sati sfaction of all requirements of the Senior Transaction Documents, on the next Bond Payment
Date for which notice of redemption can timely be given, at a redemption price equal to the
principal amount of Bonds to be redeemed plus interest accrued thereon to the date fixed for
redemption upon prepayment of the Junior Loan in whale or in part following a casualty to or
condemnati on of the Project; such mandatory redermption shall be in an amount as nearly equal as
possible to, but not exceeding, the amount of any Net Proceeds of insurance or condemnation
awards not used to repair or replace the Project.

(b) The Bonds shall be subject to mandatory redemption in whole on the next date for
which notice of redemption can timely be given at a redemption price equal tothe principal amount
of the Bonds to be redeemed plus interest accrued thereon to the date fixed for redemption upon
acceleration of the Junior Loan in whole following an Event of Default under Article VII of the
Junior Loan Agreement, except as otherwise provided in Artide VI.
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(© E xcept as otherwi se provided in this Article [11, including but not limited to Section
3.01(g) herecf, the Bonds are subject to optional or mandatory redemption in whole or in part on
any Business Day for which notice of redemption can timely be given, in the event and to the
extent that the Junior Loan is prepaid pursuant to the J unior Note as set forth in Section 4.4 of the
Junior Loan Agreement, at a redemption price equal to the principal amount of Bonds to be
redeemed, plus accrued interest to the date fixed for redemption.

(d [Reserved)]

(e The B onds are subject to mandatory redemyation upon a Determi nati on of Taxability
inwhole on any Business Day for which notice of redemption can timely be given at a redemption
price equal to the principal amount of the Bonds to be redeemed plus interest accrued thereon to
the date fixed for redemption unless the | ssuer agrees, in its sole and absol ute discretion, that the
Bonds shall not be subject to mandatory redemption upon such Determination of Taxability.

H The B onds are subject to mandatory redemption inwhole or in part on any Business
Day for which notice of redemption can timely be given, in the event and to the extent the
Bondholder R epresentative notifies the Trustee in writing that, subject to and in accordance with
the terms and conditions of the Partnership Agreement, there are net proceeds available from (i) a
sale or exchange of any assets of the Borrower, (ii) any financing or refinancing of the Projed,
(iii) the liquidation of the Borrower, or (iv) any other transaction where the proceeds are deemed
attributable to capital under generally accepted accounting principles.

(9 The Bonds are subject to mandatory redemption upon in whole on any Business
Day for which natice of redemption can timely be given at a redemption price equal to the principal
amount of the B onds to be redeermed plus i nterest accrued thereon to the date fixed for redemption
if the Bond Rate is greater than the maximum interest rate that may be paid on the Bonds under
State law.

(h) The Bonds shall be subject to optional redemption in whole or in part on any
Business Day for which natice of redemption can timely be given, at a redemption price equal to
the principal amount of the Bonds to be redeemed plus interest accrued thereon to the date fixed
for redemption, subject to the consent of the Senior Noteowner Representative, so long as the
Senior | ssuer Notes are outstanding.

(i) The Borrower shall have the option to cause the Bonds to be purchased by the
Borrower or its designee in lieu of redemption pursuant to this Section 3.01. Such option may be
exerd sed by delivery to the Trustee on or prior to the Business Day preceding the applicable date
of redemption of awritten natice of the B orrower, specifying that the B onds shall not be redeemed,
but instead shal | be subject to purchase pursuant to this Section. Upon delivery of such notice, the
Bonds shall not be redeemed but shall instead be subject to mandatory tender at the applicable
purchase price on the date that would have been the date of redemption.

Section 3.02. [Reserved)].

Section 3.03. Natice of R edemption. Notice of the intended redemption of each Bond
shall be given by the Trustee by first class mail, postage prepaid, or by facsimile transmission, to
the registered Owner at the address of such Owner shown on the Bond Register. All such
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redemyption notices shall be given not less than ten (10) days prior to the date fixed for redemption.
The Trustee may provide a conditional notice of redemption.

Natices of redemption shall state the redemption date and the redemption price, the place
or places where amounts due upon such redemptionwill be payable, and, if less than all of the then
Outstanding Bonds are called for redemption, shall state (i) the numbers of the Bonds to be
redeermed by giving the individual certificate number of each Bond to be redeemed or shall state
that all Bonds between two stated certificate numbers, both indusive, are to be redeemed or that
all of the Bonds of one or more maturities have been called for redemption only if bonds cease to
be book entry-honds; (ii) the Maturity Date of each Bond being redeemed; (iii) the conditions, if
any, which must be satisfied in order for the redemption to take place on the scheduled date of
redemption, and (iv) any other descriptive information needed to identify accurately the Bonds
being redeemed.

Failure to give notice by mailing to the registered Owner of any Bond designated for
redemption or to any depository or information service shall not affect the validity of the
proceedings for the redemption of any other Bond if notice of such redemption shall have been
mailed as herein provided.

Section 3.04. E ffect of Natice of Redemption. |f a conditional notice of redemption
has been provided pursuant to the terms of this Indenture and the conditions are not satisfied, such
notice of redemption shall be of no force and effect and the B ondholders shall be restored to their
former positions as though no such noti ce of redemption had been delivered. Notice of redemption
having been given in the manner provided in this Article |11 and if either there were no conditions
to such redemption or the conditions have been satisfied (or in the event no such notice is required
under Section 3.03), and money for the redemption being held by the Trustee for that purpose,
thereupon the Bonds so called for redemption shall become due and payable on the redemption
date, and interest thereon shall cease to accrue on such date; and such Bonds shall thereafter no
longer be entitled to any security or benefit under this Indenture except to receive payment of the
redemption price thereof.

ARTICLE IV

REVENUES AND FUNDS

Section 4.01. Pledge of R evenues and Assets; E stablishment of Funds. The pledge
and assignment of and the security interest granted in the Trust E state pursuant to the Granting
Clauses hereof shall attach, be perfected and be valid and binding from and after the time of the
delivery of the Bonds by the Trustee or by any Person authorized by the Trustee to deliver the
Bonds. The Trust Estate so pledged and then or thereafter received by the Trustee shall
immediately be subject to the lien of such pledge and security interest without any physical
delivery thereof or further act, and the lien of such pledge and security interest shall be valid and
binding and prior to the claims of any and all parties having claims of any kind in tort, contract or
otherwise against the | ssuer irrespective of whether such parties have natice thereof.
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The Trustee shall establish, maintain and hold in trust the following funds and accounts,
each of whichis hereby establi shed and each of which shall be dishursed and applied only as herein
authorized:

(a) Revenue Fund; and
(b Bond Fund.

The funds and accounts established pursuant to this Section 4.01 shall be maintained in the
corporate trust department of the Trustee as segregated trust accounts, separate and identifiable
fromall other funds held by the Trustee. The funds and accounts established hereunder shall bear
a designation dearly indicating that the funds deposited therein are held for the benefit of the
Holders of the Bonds, respecting the R evenue Fund and the Bond Fund. The Trustee shall, at the
written direction of an Authorized Officer of the I ssuer, and may, in its discretion, establish such
additional accounts within any Fund, and subaccounts within any of the accounts, as the | ssuer or
the Trustee may deem necessary or useful for the purpose of identifying more precisely the sources
of payments into and disbursements from that Fund and its accounts, or for the purpose of
complying with the requirements of the Code relating to arbitrage, but the establishment of any
such account or subaccount shall not alter or modify any of the requirements of this I ndenture with
respect to a deposit or use of money in the funds established hereunder, or result in commingling
of funds not permitted hereunder.

Section 4.02. [Reserved)].
Section 4.03. Application of Revenues.

(a) All Revenues shall be deposited by the Trustee, promptly upon receipt thereof, to
the Revenue Fund, except (i) with respect to investment earnings to the extent required under the
terms hereof to be retained in the funds and accounts to which they are attributable; and (ii) with
respect to amounts required to be transferred between funds and accounts as provided in this
Article IV.

(b On each Bond Payment Date or any other date on which payment of principal of or
interest on the B onds becomes due and payabl e, the Trustee shall credit fromthe Revenue Fund to
the Bond Fund an amount equal to the principal of and interest due on the Bonds on such date.

(© Promptly upon recei px, the Trustee shall deposit directly to the Bond Fund (i) Net
Proceeds representing casualty i nsurance proceeds or condemnati on awards paid as a prepayment
of the Junior Loan, after reimbursement of any and all amounts owed to the Bondholder
Representative and (ii) amounts paid to the Trustee to be applied to the redemption of all or a
portion of the Bonds pursuant to Article 11 hereof.

(d Should the amount in the Bond Fund be insufficient to pay the amount due on the
B onds on any given Bond Payment Date or cther payment date, the T rustee shall credit tothe Bond
Fund the amount of such deficiency by charging the Revenue Fund.
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Section 4.04.  Application of BondF und. The Trustee shall charge the Bond Fund, on
each Bond Payment Date, an amount equal to the unpaid interest due on the B onds on such Bond
Payment Date, and shall cause the same to be applied to the payment of such interest when due.

Income realized from the investment or deposit of money in the Bond Fund shall be
deposited by the Trustee upon recei pt thereof in the R evenue Fund.

No amount shall be charged against the Bond Fund except as expressly provided in this
Article |V and in Section 6.05.

Section 4.05. R eserved.
Sedtiion 4.06. R eserved.
Secion 4.07. R eserved.

Section 4.08. I nvestment of F unds. The money held by the Trustee shall constitute
trust funds for the purposes hereof. Any money attributable to each of the funds and accounts
hereunder shall be, except as otherwise expressly provided herein, invested by the Trustee, at the
written direction of the Borrower in Qualified Investments. The Trustee may purchase from or
sell toitself or an affiliate, as principal or agent, securities herein authorized. The Trustee shall be
entitled to assume, absent receipt by the Trustee of written notice to the contrary, that any
investment which at the time of purchase in a Qualified Investment remains a Qualified I nvestment
thereafter.

Qualified Investments representing an investment of money attributable to any fund or
account shall be deemed at all times to be a part of said fund or account, and, except as otherwise
may be provided expressly in other Sections hereof, the interest thereon and any profit arising on
the sale thereof shall be credited to the Revenue Fund, and any loss resulting on the sale thereof
shall be charged against the Revenue Fund. Such investments shall be sold at the best price
obtainable (at | east par) whenever it shall be necessary so to doin order to provide money to make
any transfer, withdrawal, payment or disburserment from said fund or account. In the case of any
required transfer of money to ancther such fund or account, such investments may be transferred
tothat fund or account in lieu of the required money if permitted hereby as an investment of money
in that fund or account. The Trustee shall not be liable or responsible for any loss resulting from
any investment made in accordance herewith.

The Issuer acknowledges that to the extent that regulations of the Comptroller of the
Currency or other applicable regulatory agency grant the |ssuer the right to receive brokerage
confirmations of the security transactions as they occur. Tothe extent permitted by law, the | ssuer
specifically waives compliance with 12 C.F.R. 12 and hereby nctifies the Trustee hereunder, that
no brokerage confirmations need be sent relating to the security transactions as they occur.

Section 4.09. Money Held for Particular Bonds; Funds Held in Trust. The amounts
held by the Trustee for the payment of the interest, principal or redemption price due on any date
with respect to particular B onds pending such payment, shall be set aside and heldin trust by it for
the Holders of the Bonds entitled thereto, and for the purposes hereof such interest, principal or
redermption price, after the due date thereof, shall no longer be considered to be unpaid.
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All money held by the Trustee for such purpose at any time pursuant to the terms of this
Indenture shall be and hereby are assigned, transferred and set over unto the Trustee in trust for
the purposes and under the terms and conditions of this Indenture.

Section 4.10.  Accounting Records. The Trustee shall maintain accurate books and
records for all funds and accounts established hereunder and provide monthly statements (or other
electronic access as agreed to by the parties) of such funds and accounts to the Issuer and the
B orrower upon request.

Section 411. Amounts Remaining in Funds. After full payment of the Bonds (or
provision for payment thereof having been made in accordance with Section 9.01 hereof) and full
payment of the fees, charges and expenses of the | ssuer and the Trustee and other amounts required
to be paid hereunder or under any J unior Loan Document, any amounts rermaining in any fund or
account hereunder shall be paid to the Borrower.

Section 4.12. Reserved.

ARTICLE V

GENERAL COVENANTS AND REPRESENTATIONS

Section 5.01. Payment of Principal and Interest. The Issuer covenants that it will
promptly pay or cause to be paid, but only from the sources identified herein, sufficent amounts
to provide for the payment of the principal of, and interest on the Bonds at the place, on the dates
and in the manner provided herein and in the Bonds, according to the true intent and meaning
thereof.

Section 5.02. Performance of Covenants. The | ssuer covenants that it will faithfully
perform at all times any and all of its covenants, undertakings, stipulations and provisions
contained inthis Indenture, in any and every B ond executed, authenti cated and delivered hereunder
and in all proceedings pertaining thereto.

Section 5.03. Representations and Warranties of the Issuer. The Issuer hereby
represents and warrants as follows:

(a) The Issuer is a public instrumentality and political subdivision of the State of
California.

(b The Issuer has all necessary power and authority to issue the Bonds and to execute
and deliver this Indenture, the J unior Loan Agreement and the other Bond Documents towhich it
is a party, and to perform its duties and discharge its obligations hereunder and thereunder.

(© The revenues and assets pledged for the repayment of the Bonds are and will be
free and clear of any pledge, lien or encumbrance prior to, or equal with, the pledge created by this
Indenture, and all action on the part of the | ssuer to that end has been duly and validly taken.

(d The Bond Documents to which the Issuer is a party have been validly authorized,
executed and delivered by the Issuer, and assuming due authorization, execution and delivery by
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the other parties thereto, constitute valid and binding obligations of the |ssuer, enforceabl e against
the Issuer in accordance with their respective terms, except as enforceability may be limited by
bankruptcy, insolvency, moratorium or other laws affecting creditors’ rights generally and the
application of equitable principles.

Section 5.04. I nspection of Project Books. The |ssuer covenants and agrees that all
books and documents in its possession relating to the Project shall, upon reasonable prior notice,
during normal business hours, be open to inspection and copying by such accountants or other
agents as the Trustee or the Bondholder Representative may from time to time reasonably
designate.

Section 5.05. Damage, Destruction or Condemnation. Net Proceeds resulting from
casualty to or condemnation of the Project shall be applied, after satisfaction of all payment
requirements under the Senior Transaction Documents, as provided in theJ unior Loan Documents.

Section 5.06. Tax Covenants. (a) |ssuer’s Covenants. The | ssuer covenants to and for
the benefit of the Holders of the Bonds that it will:

(i) neither make or use nor cause to be made or used any investment or other
use of the proceeds of the Bonds or the money and investments held in the funds and
accounts in any manner which would cause the B onds to be arbitrage bonds under Section
148 of the Code and the Regulations issued under Section 148 of the Code (the
“Regulations”) or which would otherwise cause the interest payable on the Bonds to be
includabl e in gross income for federal income tax purposes;

(in) enforce or cause to be enforced all obligations of the Borrower under the
Regulatory Agreement in accordance with its terms and seek to cause the Borrower to
correct any violation of the Regulatory A greement within a reasonable period after it first
di scovers or becomes aware of any such violation;

(iii)  not take or cause to be taken any other action or actions, or fail to take any
action or actions, if the same would cause the interest payable on the B onds to be includable
in gross income for federal income tax purposes;

(iv) at al times do and perform all acts and things permitted by law and
necessary or desirable in order to assure that interest paid by the Issuer on the Bonds will
be excluded from the gross income for federal income tax purposes, of the Bondhaolders
pursuant to the Code, except in the event where any such owner of Bonds is a “ substantial
user” of the facilities financed with the Bonds or a “related person’ within the meaning of
the Code; and

V) not take any action or permit or suffer any action to be taken if the result of
the same would be to cause the Bonds to be “federally guaranteed” within the meaning of
Section 149(b) of the Code and the R egulations.

In furtherance of the covenants in this Section 5.05, the Issuer and the Borrower shall
execute, deliver and comply with the provisions of the Tax Certificate, which is by this reference
incorporated into this Indenture and made a part of this Indenture as if set forth in this Indenture
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in full, and by its acceptance of this Indenture the Trustee acknowledges receipt of the Tax
Certificate and acknowledges its incorporation into this I ndenture by this reference and agrees to
comply with the terms specifically applicable toit. In the event of a conflict between the terms of
this Indenture and the Tax Certificate, the terms of the Tax Certificate shall contrdl.

(b Trustee’s Covenants. The Trustee agrees that it will invest funds held under this
Indenture in accordance with the covenants and terms of this Indenture and the Tax Certificate
(thi s covenant shall extend through the term of the Bonds, to all funds and accounts created under
this Indenture and all money on deposit to the credit of any such fund or account). The Trustee
covenants to and for the benefit of the Bondhad ders that, notwithstanding any cther provisions of
this Indenture or of any other Loan Document, it will not knowingly make or cause to be made
any investment or other use of the money in the funds or accounts created hereunder which would
cause the Bonds to be dassified as “arbitrage bonds” within the meaning of Sections 103(b) and
148 of the Code or would cause the interest on the Bonds to be includable in gross income for
federal income tax purposes; provided that the Trustee shall be deemed to have complied with
such requirements and shall have no liability to the extent it reasonably follows the written
directions of the Borrower or the Issuer. This covenant shall extend, throughout the term of the
Bonds, to all funds created under this Indenture and all money on deposit to the credit of any such
fund. Pursuant to this covenant, with respect to the investments of the funds and accounts under
this Indenture, the Trustee obligates itself to comply throughout the term of the issue of the Bonds
with the requirements of Sections 103(b) and 148 of the Code; provided that the Trustee shall be
deemed to have complied with such requirements and shall have no liability to the extent it
reasonably follows the written directions of the Borrower or the Issuer. The Trustee further
covenants that should the Issuer or the Borrower file with the Trustee (it being understood that
neither the Issuer nor the Borrower has an obligation to so file), or should the Trustee receive, an
opinion of Bond Counsel to the effect that any proposed investment or other use of proceeds of
the B onds would cause the B onds to become “arbitrage bonds,” then the Trustee will comply with
any written instructions of the Issuer, the Borrower or Bond Counsel regarding such investment
(which shall, in any event, be a Qualified Investrment) or use so as to prevent the Bonds from
becoming “arbitrage bonds,” and the Trustee will bear no liability to the | ssuer, the Borrower or
the B ondholders for investments made in accordance with such instructions.

ARTICLE VI

DEFAULT PROVISIONS AND
REMEDIES OF TRUSTEE AND BONDHOLDERS

Section 6.01. Events of Default. Each of the following shall be an event of default
with respect to the Bonds (an “Event of Default”) under this Indenture:

(@ failure to pay the principal of, or interest on any Bond when due, to the extent
sufficient Revenues are available therefor;

(b failure by the Issuer or the Trustee to performor observe any other of the covenants,
agreements or conditions on its part in this Indenture or in the Bonds contained, and the
continuation of such failure for a period of thirty (30) days after written notice thereof, specifying
such default and requiring the same to be remedied, shall have been given to the |ssuer or the
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Trustee by the Borrower, the Trustee or the I ssuer, as applicable, or by the haders of not less than
amajority in aggregate principal amount of the Bonds at the time Outstanding; or

(© the occurrence of any Event of Default under the Junior Loan Agreement upon
written noti ce thereof, specifying such default and requiring the same to be remedied, delivered to
the | ssuer or the Trustee by the B orrower, the Trustee or the | ssuer, as applicable, or by the holders
of not less than a majority in aggregate principal amount of the B onds at the time Outstanding.

The Trustee and the | ssuer agree that a fail ure to pay any armounts requi red to be paid under
this Indenture as a result of a deficiency of available Revenues shall not constitute an Event of
Default hereunder during any period in which any Senior I ssuer Notes are Qutstanding.

The Trustee and the | ssuer agree that a failure to pay any amounts requi red to be paid under
this Indenture as a result of a deficiency of available R evenues shall not during any periodinwhich
any Senior Issuer Notes are Qutstanding constitute an Event of Default hereunder whereby the
B ondholder Representative may commence an E nforcement Action.

Section 6.02. Acceleration; Other Remedies Upon Event of Default.

(a) Upon the occurrence of an Event of Default under Section 6.01(b) hereof, the
Trustee shall, upon the written direction of the B ondhol der R epresentative, and the consent of the
Senior Noteowner R epresentative, if required, and receipt of indemnity sati sfactory toiit, by notice
in writing delivered to the |ssuer, declare the principal of all Bonds then Outstanding and the
interest accrued thereon immediately due and payable, and interest shal| conti nue to accrue thereon
until such amounts are paid.

(b U pon the occurrence of an Event of Default (other than an Event of Default under
Section 6.01(b) hereof), the Trustee shall, but only upon the written direction of the B ondholder
Representative, by notice in writing delivered to the | ssuer, declare the principal of all Bonds then
Outstanding and the interest accrued thereon immediately due and payable and interest on the
Bonds shall cease to accrue, anything contained in this Indenture or in the Bonds to the contrary
notwi thstanding.

If at any time after the Bonds shall have been so declared due and payable, and before any
judgment or decree for the payment of the money due shall have been obtained or entered, the
| ssuer or the Borrower shall pay to or deposit with the Trustee a sum sufficient to pay all prind pal
of the Bonds then due (other than solely by reason of such declaration) and all unpaid instal|ments
of interest (if any) upon all the Bonds then due, with interest at the rate borne by the Bonds on
such overdue principal and (to the extent legally enforceable) on such overdue installments of
interest, and the reasonabl e fees and expenses of the Trustee (including its counsel) shall have been
made good or cured or adequate provision shall have been made therefor (collectively, the “Cure
Amount”)) shall have been paidin full, and all other defaults hereunder shall have been made good
or cured or waived inwriting by the Bondhol der R epresentative, then andin every case, the Trustee
on behal f of the Holders of all the Outstanding B onds shall rescind and annul such declaration and
its consequences;, but no such rescission and annulment shall extend to or shall affect any
subsequent default, nor shall it impair or exhaust any right or power consequent thereon.
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U pon the occurrence and during the continuance of an Event of Default, the Trustee inits
own name and as trustee of an express trust, on behalf and for the benefit and protection of the
Holders of all Bonds with respect towhich such an Event of Default has occurred (if no Event of
Default has occurred and is continuing under Section 6.01(h)), may also proceed to protect and
enforce any rights of the Trustee and, to the full extent that the Hol ders of such B onds themselves
might do, the rights of such Bondholders under the laws of the State or under this Indenture by
such of the following remedies as the Trustee shall deem most effectual to protect and enforce
such rights:

(i) by mandamus or other suit, action or proceeding at law or in equity, to
enforce the payment of the principal of or interest on the Bonds then Outstanding and to
require the Issuer to carry out any covenants or agreements with or for the benefit of the
Bondholders and to perform its duties under the Act, this Indenture, the Junior Loan
Agreement or the Regulatory Agreement to the extent permitted under the applicable
provi sions thereof;

(ii) by pursuing any available remedies under the J unior Loan Agreement or
any Junior Loan Document or the R egulatory A greement;

(iii) by realizing or causing to be realized through sale or otherwise upon the
security pledged hereunder; and

(iv) by action or suit in equity enjoin any acts or things that may be unlawful or
in violation of the rights of the Holders of the Bonds and execute any cther papers and
documents and do and perform any and all such acts and things as may be necessary or
advisable in the opinion of the Trustee in order to have the respective claims of the
B ondholders against the | ssuer allowed in any bankruptcy or other proceeding.

No remedy by the terms of this Indenture conferred upon o reserved to the Trustee or to
the Bondholders is intended to be exclusive of any other remedy, but each and every such remedy
shall be cumulative and shall be in addition to any other remedy given to the Trustee, the
B ondholders hereunder or under the | unior Loan Agreement or any other J unior Loan Document
o the R egulatory Agreement, as applicable, or now or hereafter existing at law or in equity or by
statute. No delay or omission to exercise any right or power accruing upon any Event of Default
shall impair any such right or power or shall be construed to be a waiver of any such Event of
Default or acquiescence therein, and every such right and power may be exercised from time to
time and as often as may be deemed expedient. No waiver of any Event of Default hereunder,
whether by the Trustee or the Boncdholders, shall extend to or shall affect any subsequent default
or event of default or shall impair any rights or remedies consequent thereto.

Section 6.03. Rights of Bondholders. If an Event of Default under Section 6.01(b)
hereof shall have occurred and is then continuing, and if requested in writing so to do by the
Holders of more than 51% of the aggregate prindpal amount of the Bonds then Outstanding with
respect to which there is a default, and if indemnified to its sati sfaction, the Trustee shall exercise
one or more of the rights and powers conferred by this Article as the Trustee, being advised by
counsel or a committee of R esponsi ble Officers, shall deemto beinthe best interest of the affected
Bondholders. If an Event of Default under Section 6.01(b) hereof shall have occurred and is then
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continuing, the Holders of more than 51% of the aggregate principal amount of the Bonds then
Outstanding with respect to which an Event of Default has occurred shall have the right at any
time, subject to the provisions of Section 6.08 hereof, by an instrument in writing executed and
delivered to the Trustee, to direct the time, method and place of conducting all proceedings to be
taken in connection with the enforcement of the terms and conditions of this I ndenture, or for the
appointment of a receiver or any other proceedings hereunder, in accordance with the provisions
of law and of this I ndenture.

Section 6.04.  Waiver by | ssuer. Upon the occurrence of an Event of Default, to the
extent that such right may then lawfully be waived, neither the | ssuer nor anyone claiming through
or under it shall set up, claim or seek to take acdvantage of any appraisal, valuation, stay, extension
o redemption laws now or hereinafter in force, in order to prevent or hinder the enforcement of
this | ndenture; and the | ssuer, for itself and all who may claim through or under it, hereby waives,
to the extent that it lawfully may do so, the benefit of all such laws and all right of apprai sement
and redemption towhich it may be entitled under the laws of the State and the United States.

Section 6.05. Application of Money After Default. All money collected by the
Trustee at any time pursuant to this Article VI shall, except to the extent, if any, otherwise directed
by a court of competent jurisdiction, be credited by the Trustee to the R evenue Fund. Such money
so credlited to the Revenue Fund and al other money from time to time credited to the Revenue
Fund shall at all times be held, transferred, withdrawn and applied as prescribed by the provisions
of Article IV hereof and this Section 6.05.

In the event that at any time the money credited to the Revenue Fund and the Bond Fund
available for the payment of interest or principal then due with respect to the Bonds shall be
insufficient for such payment, such money (cther than money held for the payment or redemption
of particular Bonds as provided in Section 4.09 hereof) shall be applied as follows and in the
following order of priority:

(@ For payment of all amounts due to the Trustee incurred in performance of its duties
under this I ndenture, including, without limitation, the payment of al| reasonabl e fees and expenses
of the Trustee incurred in exercising any remedies under this I ndenture;

(b Unless the principal of all Bonds shall have become or have been declared due and
payable:

FIRST : tothe payment to the Persons entitled thereto of all installments of
interest then due in the order of the maturity of such installments, and, if the amount
available is not sufficient to pay in full any installment, then to the payment thereof
ratably, according to the amounts due on such installment, to the Persons entitled
thereto, without any discrimination or preference; and

SECOND: to the payment to the Persons entitled thereto of the unpaid
principal of and, on any Bonds which shall have become due, whether at maturity
or by call for redemption, in the order in which they became due and payable, and,
if the amount available is not sufficient to pay in full all the principal of and, on the
Bonds so due on any date, then to the payment of prindpal ratably, according to
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the amounts due on such date, to the Persons entitled thereto, without any
discrimination or preference, and then to the payment of any premium due on the
Bonds, ratably, according to the amounts due on such date, to the Persons entitled
thereto, without any discrimination or preference.

(© If the principal of all of the Bonds shall have become or have been declared due
and payable, to the payment of the principal of, and interest then due and unpaid upon the Bonds
without preference or priority of principal over interest or of interest over principal, or of any
installment of interest over any other install ment of interest, or of any Bond aver any other Bond,
ratably, according to the amounts due, respectively, for principal and interest, to the Persons
entitled thereto without any discrimination or preference except as to any differences in the
respective rates of interest specified in the Bonds.

Section 6.06. Reserved.

Section 6.07. Remedies Vested in Trustee. All rights of action, including the right to
file proof of daims, under this Indenture or under any of the B.onds may be enforced by the Trustee
without the possession of any of the Bonds or the production thereof in any trial or other
proceedings relating thereto and any such suit or proceeding instituted by the Trustee shall be
brought in its name as Trustee without the necessity of joining as plaintiffs or defendants any
Holders of the Bonds, and any recovery or judgment shall be for the mutua benefit as provided
herein of all of the Holders of the Outstanding B onds.

Section 6.08. Remedies of Bondholders. No Holder of any Bond shall have any right
to institute any suit, action or proceeding in equity or at law for the enforcement of this I ndenture
or for the execution of any trust hereunder or for the appointment of a receiver or any other remedy
hereunder, unless (a) a default shall have occurred of which the Trustee shall have been nctified
as provided herein; (b) such default shall have become an Event of Default under Section 6.01(b)
herecf; (c) the Holders of more than 51% of the aggregate principal amount of the Bonds then
Outstanding with respect towhich there i s such an Event of Default shall have made written request
to the Trustee and shall have offered reasonable opportunity to the Trustee either to proceed to
exercise the powers hereinbefore granted or to institute such action, suit or proceeding in its own
name; (d) such Hoders shall have offered to the Trustee indemnity as provided in this Indenture,;
and (e) the Trustee shall within sixty (60) days thereafter fail or refuse to exercise the powers
hereinbefore granted, or to institute such action, suit or proceeding; it being understood and
intended that no one or more Holders of the Bonds shall have any right in any manner whatsoever
to affect, disturb or prejudice the lien of this Indenture or the rights of any other Holders of Bonds
or to obtain priority or preference over any other Holders or to enforce any right under this
Indenture, except in the manner herein provided with respect to the equal and ratable benefit of all
Holders of Bonds with respect to which there is a default. Nothing contained in this Indenture
shall, however, affect or impair the right of any B ondhol der to enforce the payment of the principal
of and interest on any Bond at the maturity thereof or the obligation of the Issuer to pay the
principal of, and interest on the Bonds issued hereunder to the respective holders thereof, at the
time, in the place, from the sources and in the manner expressed herein and in said B onds.

Section 6.09. Termination of Proceedings. In case the Trustee shall have proceeded
to enforce any right under this Indenture by the appointment of a receiver, by entry or otherwise,
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and such proceedings shall have been discontinued or abandoned for any reason, or shall have
been determined adversely, then and in every such case the Issuer, the Trustee, the Bondholder
Representative, the Borrower and the B ondholders shall be restored to their former positions and
rights hereunder with respect to the Trust Estate herein conveyed, and all rights, remedies and
powers of the Trustee shall continue as if no such proceedings had been taken.

Section 6.10.  Waivers of Events of Default. So long as no Event of Default has
occurred and is then continuing under Section 6.01(b) or Section 6.01(c) hereof, the Trustee shall
waive any Event of Default hereunder and its consequences and resci nd any declarati on of maturity
of principal of, and interest on the Bonds only upon the written direction of the Bondho der
Representative. |f there shall have occurred and is then continuing an Event of Default under
Section 6.01(b) or Section 6.01(c) hereof, the Trustee shall waive any Event of Default hereunder
and its consequences and rescind any declaration of maturity of principal of, and interest on the
B onds upon the written request of the Holders of 100% of the B onds then Outstanding with respect
to which there is a default; provided, however, that there shall not be waived (a) any Event of
Default in the payment of the principal of any Bonds at the date of maturity specified therein, or
upon proceedings for mandatory redemption of any Bonds, (b) any default in the payment when
due of the interest on any such Bonds, unless prior to such waiver or rescission al arrears of
interest, with interest (to the extent permitted by law) at the rate borne by the Bonds in respect of
which such default shall have occurred on overdue installments of interest or all arrears of
payments of principa or when due (whether at the stated naturity thereof or upon proceedings for
mandatory redemption) as the case may be, and all expenses of the Trustee in connection with
such default shall have been paid or provided for, and in case of any such waiver or rescission, or
in case any proceeding taken by the Trustee on account of any such default shall have been
discontinued or abandoned or determined adversely, then and in every such case the |ssuer, the
Trustee, and the Bondholders shall be restored to their former positions and rights hereunder,
respectively, but no such waiver or rescission shall extend to any subsequent or other default, or
impair any right consequent thereto.

Section 6.11. Natice to Bondhdlders if Default Occurs. Upon the occurrence of an
Event of Default, or if an event occurs which could lead to an Event of Default with the passage
of time and of which the Trustee is required to take notice pursuant to Section 7.02(l) hereof, the
Trustee shall, within thirty (30) days, give written notice thereof by first class mail totheregi stered
Owners of all Bonds then Outstanding. Notwithstanding the foregoing, except in the case of an
Event of Default with respect to the payment of principal of or and interest on the Bonds, the
Trustee shall be protected inwithholding such notice if and so long as the board of directors of the
Trustee, the executive committee, or a trust committee of directors or officers of the Trustee in
goad faith determines that the withholding of such notice is in the best interests of the Holders of
the Bonds.

ARTICLE VII
CONCERNING THE TRUSTEE
Section 7.01. Standard of Care. The Trustee, prior to an Event of Default as defined

in Section 6.01 and after the curing or waiver of all such events which may have occurred, shall
perform such duties and only such duties as are specifically set forthinthis I ndenture. The Trustee,
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during the existence of any such Event of Default (which shall not have been cured or waived),
shall exercise such rights and powers vested in it by this I ndenture and use the same degree of care
and skill in its exercise as a prudent Person would exercise or use under similar circumstances in
the conduct of such Person’s own affairs.

No provision of this Indenture shall be construed to relieve the Trustee from liakility for
its breach of trust, own negligence or willful misconduct, except that:

(a) prior to an Event of Default hereunder, and after the curing or waiver of all such
Events of Default which may have occurred:

(i) the duties and obligations of the Trustee shall be determined solely by the
express provisions of this | ndenture, and the Trustee shall not be liable except with regard
to the performance of such duties and obligations as are spedifically set forth in this
[ndenture; and

(i) in the absence of bad faith on the part of the Trustee, the Trustee may
condusively rely, as to the truth of the statements and the correctness of the opinions
expressed therein, upon any certificate or opinion furni shed to the Trustee by the Person or
Persons authorized to furnish the same;

(b at all times, regardl ess of whether or not any such Event of Default shall exist:

(i) the Trustee shall not be liable for any error of judgment made in good faith
by an officer or employee of the Trustee except for will[ful misconduct or negligence by
the officer or employee of the Trustee as the case may be; and

(in) the Trustee shall not be liable with respect to any action taken or omitted to
be taken by it in good faith in accordance with the direction of the Bondholder
Representative or the Holders of more than 51% of the aggregate principal amount of the
B onds then Outstanding (or such lesser or greater percentage as is specifically required or
permitted by this Indenture) relating to the time, method and place of conducting any
proceeding for any remedy available to the Trustee, or exercising any trust or power
conferred upon the Trustee under this Indenture.

Section 7.02. Reliance Upon Documents. EXcept as otherwise provided in
Sedion 7.01:

(@) the Trustee may rely upon the authenticity or truth of the statements and the
correctness of the opinions expressed in, and shall be protected in acting upon any resol ution,
certificate, statement, instrument, opinion, report, notice, notarial seal, stamp, acknowledgment,
verification, request, consent, order, bond, or other paper or document of the proper party or
parties, including any facsimile transmission as permitted hereunder or under the Junior Loan
Agreement,

(b any notice, request, direction, election, order or demand of the | ssuer mentioned
herein shall be sufficiently evidenced by an instrument signed in the name of the Issuer by an
Authorized Officer of the Issuer (unless other evidence in respect thereof be herein specifically
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prescribed), and any resolution of the | ssuer may be evidenced to the Trustee by a copy of such
resolution duly certified by an Authorized Officer of the I ssuer;

(© any notice, request, certificate, statement, requisition, direction, election, order or
demand of the Borrower mentioned herein shall be sufficiently evidenced by an instrument
purporting to be signed in the name of the Borrower by any Authorized Officer of the B orrower
(unless other evidence in respect thereof be herein specifically prescribed), and any resolution or
certification of the Borrower may be evidenced to the Trustee by a copy of such resolution duly
certified by a secretary or other authori zed representative of the B orrower;

(d [Intentionally Omitted)];

(e any notice, request, direction, election, order or demand of the Bondholder
Representative mentioned herein shall be sufficiently evidenced by an instrument purporting to be
signed in the name of the B ondholder R epresentative by any A uthorized Officer of the B ondhol der
Representative (unless other evidence in respect thereof be herein specifically prescribed);

() [Intenti onally Omitted];
(g [Intenti onally Omitted];

(h in the administrati on of the trusts of this | ndenture, the Trustee may execute any of
the trusts or powers hereby granted directly or through its agents, receivers or attorneys, and the
Trustee may consult with counsel and the opinion or advice of such counsel shal be full and
complete authorization and protection in respect of any action taken or permitted by it hereunder
in good faith and in accordance with the opinion of such counsel ;

(i) whenever in the administration of the trusts of this | ndenture, the Trustee shall deem
it necessary or desirable that a matter be proved or established prior to taking or permitting any
action hereunder, such matters (unless other evidence in respect thereof be herein spedcifically
prescribed), may in the absence of nedligence or willful misconduct on the part of the Trustee, be
deemed to be cond usively proved and establi shed by a certificate of an officer or authori zed agent
of the Issuer or the Borrower and such certificate shall in the absence of bad faith on the part of
the Trustee be full warrant to the Trustee for any action taken or permitted by it under the
provisions of this Indenture, but in its discretion the Trustee may in lieu thereof accept other
evidence of such matter or may require such further or additional evidence as it may deem
reasonable;

)] the recitals herein and in the Bonds (except the Trustee's certificate of
authenti cation thereon) shall be taken as the statements of the | ssuer and the B orrower and shall
not be considered as made by or imposing any obligation or liability upon the Trustee. The Trustee
makes no representations as to the value or condition of the Trust E state or any part thereof, or as
to the title of the Issuer or the Borrower to the Trust E state, or as to the security of this Indenture,
or of the Bondsissued hereunder, and the Trustee shall incur noliability or responsibility in respect
of any of such matters;

(k) the Trustee shall not be personally liable for debts contracted or liability for
damages incurred in the management or operation of the Trust E state except for its own willful
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mi sconduct or negligence; and every provision of this I ndenture relating to the conduct or affecting
the liability of or affording protection to the Trustee shall be subject to the provisions of this
Section 7.02(k):

()] the Trustee shall not be required to ascertain or inquire as to the performance or
observance of any of the covenants or agreements (except to the extent they obligate the Trustee)
herein or in any contracts or securities assigned or conveyed to or pledged with the Trustee
hereunder, except Events of Default that are evident under Section 6.01(a) or Section 6.01(b)
hereof. The Trustee shall not be required to take notice or be deemed to have notice or actual
knowledge of any default or Event of Default specified in Section 6.01 hereof (except defaults
under Section 6.01(a) or Section 6.01(b) hereof) unless the Trustee shall receive from the | ssuet,
the B ondholder R epresentative or the Holders of more than 51% of the aggregate principal amount
of the B onds then Outstanding written notice stating that a default or Event of Default has occurred
and specifying the same, and in the absence of such notice the Trustee may conclusively assume
that there is not such default. Every provision contained in this Indenture or related instruments
or in any such contract or security wherein the duty of the Trustee depends on the occurrence and
continuance of such default shall be subject to the provisions of this Section 7.02(1);

(m)  the Trustee shall be under no duty to confirm or verify any financial or other
statements or reports or certificates furnished pursuant to any provisions hereof, except to the
extent such statement or reports are furnished by or under the direction of the Trustee, and shall
be under no other duty in respect of the same except to retain the same in its files and permit the
inspection of the same at reasonabl e times by the Holder of any Bond; and

(n the Trustee shall be under no obligation to exercise those rights or powers vested
in it by this Indenture, other than such rights and powers which it shall be obliged to exercise in
the ordinary course of its trusteeship under the terms and provisions of this Indenture and as
required by law, at the request or direction of any of the Bondholders pursuant to Sections 6.03
and 6.08 of this Indenture, unless such Bondholders shall have offered to the Trustee reasonable
security or indemnity against the costs, expenses and liabilities which might be incurred by it in
the compliance with such request or direction.

None of the provisions contained in this Indenture shall require the Trustee to expend or
risk its own funds or atherwise incur personal financial liability in the performance of any of its
duties or in the exercise of any of its rights or powers.

The Trustee is authorized and directed to execute in its capacity as Trustee the Junior Loan
Agreement, the Subordination Agreement and the Regulatory Agreement and shall have no
responsibility or liability with respect to any information, statement or recital in any offering
memorandum or other disclosure material prepared or distributed with respect to the issuance of
the Bonds.

The Trustee or any of its affiliates may act as advisor or sponsor with respect to any
Qualified Investments.

The Trustee agrees to accept and act upon facsimile transmission or E lectronic Notice of
written instructions and/for directions pursuant to this Indenture provided, however, that: (a)
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subsequent to such facsimile transmission or Electronic Notice of written instructions and or
directions the Trustee shall forthwith receive the originally executed instructions and/or directions,
(b) such originally executed instructions and/or directions shall be signed by such Person as may
be designated and authorized to sign for the party signing such instructions and/or directions, and
(© the Trustee shall have received a current incumbency certificate containing the specimen
signature of such designated Person.

Any resolution, certification, notice, request, direction, election, order or demand delivered
to the Trustee pursuant to this Section 7.02 shall remain in effect until the Trustee receives written
notice to the contrary from the party that delivered such instrument accompanied by revised
information for such party.

The Trustee shall have no responsibility for the value of any collateral or with respect to
the perfection or priority of any security interest in any collateral except as atherwise provided in
Section 7.17 herecf.

Section 7.03. Use of Proceeds. The Trustee shall not be accountable for the use or
application of any of the Bonds authenticated or delivered hereunder or of the proceeds of the
B onds except as provided herein.

Section 7.04. Trustee May Hold Bonds. The Trustee and its officers and directors
rmay acquire and hold, or become pledgees of Bonds and otherwise may deal with the Issuer and
the Borrower in the same manner and to the same extent and with like effect as though it were not
Trustee hereunder.

Section 7.05. Trust Imposed. All money received by the Trustee shall, until used or
applied as herein provided, be held in trust for the purposes for which they were received.

Section 7.06. Compensation of Trustee. The Trustee shall be entitledto its acceptance
fee and its annual administration fee, payable by the Borrower pursuant to the Junior Loan
Agreement, in connection with the services rendered by it in the execution of the trusts hereby
created and in the exercise and performance of any of the powers and duties of the Trustee
hereunder. The Trustee shall be entitled to extraordinary fees and expenses in connection with
any Extraordinary Services performed consistent with the duties hereunder or under any of the
Junior Loan Documents; provided the Trustee shall not incur any extraordinary fees and expenses
without the consent of the Bondhol der R epresentative (except that no consent shall be required if
an Event of Default under 6.01(b) has occurred and is continuing). |f any property, other than
cash, shall at any time be held by the Trustee subject to this Indenture, or any supplemental
indenture, as security for the Bonds, the Trustee, if and to the extent authorized by a receivership,
bankruptcy, or other court of competent jurisdiction or by the instrument subjecting such property
to the provisions of this|ndenture as such security for the Bonds, shall be entitled to make advances
for the purpose of preserving such property or of discharging tax liens or other liens or
encumbrances thereon. Payment to the Trustee for its services and reimbursement to the Trustee
for its expenses, disbursements, liabilities and advances, shall be limited to the sources described
in the Junior Loan Agreement and in Sections 4.11 and 6.05 hereof. The |ssuer shall have no
liability for Trustee’s fees, costs or expenses. Subject to the provisions of Section 7.09 hereof, the
Trustee agrees that it shall continue to perform its duties hereunder (including, but not limited to,
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its duties as Paying Agent and Bond Registrar) and under the J unior Loan Documents even in the
event that money designated for payment of its fees shall be insufficient for such purposes or in
the event that the B orrower fails to pay the Trustee’s fees and expenses as required by the Junior
L oan Agreement.

The Borrower shall indemnify and hold harmless the Trustee and its officers, directors,
officials, employees, agents, receivers, attorneys, accountants, advisors, consultants and servants,
past, present or future, fromand against (a) any and all claims by or on behal f of any Person arising
from any cause whatsoever in connection with this I ndenture or transacti ons contemplated hereby,
the Project, or the issuance of the Bonds, (b) any and all claims arising from any act or omission
of the Borrower or any of its agents, contractors, servants, employees or licensees in connedion
with the Project, or the i ssuance of the Bonds; and (¢) all costs, counsel fees, expenses or liakilities
incurred in connection with any such claim or proceeding brought thereon; except that the
Borrower shall not be required to indemnify any Person for damages caused by the negligence,
willful misconduct or unlawful acts of such Person or which arise from events occurring after the
B orrower ceases to own the Project. |nthe event that any action or proceedingis brought or claim
made against the Trustee, or any of its officers, directors, officials, employees, agents, receivers,
attorneys, accountants, advisors, consultants or servants, with respect to which indemnity may be
sought hereunder, the Borrower, upon written notice thereof from the indemnified party, shall
assume the investigation and defense thereof, induding the employment of counsel and the
payment of all expenses. The indemnified party shall have the right to approve a setlement to
which it is a party and to employ separate counsel in any such action or proceedings and to
parti d pate in the investigation and defense thereof, and the B orrower shall pay the reasonable fees
and expenses of such separate counsel. The provisions of this Section shall survive the termination
of this Indenture.

Section 7.07. Qualifications of Trustee. There shall at all times be a Trustee
hereunder which shall be an association or a corporation organized and doing business under the
laws of the United States of America or any state thereof, authorized under such laws to exercise
corporate trust powers. Any successor Trustee shall have a combined capital and surplus of at
least $50,000,000 (or shall be awhdly owned subsidiary of an association or corporation that has
such combined capital and surplus), and be subject to supervision or examination by federal or
state authority, or shall have been appointed by a court of competent jurisdiction pursuant to
Section 7.09. If such association or corporation publishes reports of condition at least annually,
pursuant to law or to the requirements of any supervising or examining authority referred to above,
then for the purposes of this Section, the combined capital and surplus of such association or
corporation shall be deemed to be its combined capital and surplus as set forth in its most recent
report of condition so published. In case at any time the Trustee shall cease to be eligible in
accordance with the provisions of this Section and another association or corporation is eligible,
the Trustee shall resign immediately in the manner and with the effect specified in Section 7.09.

Section 7.08. Merger of Trustee. Any association or corporation into which the
Trustee may be converted or merged, or with which it may be consalidated, or towhich it may sell
or transfer its corporate trust business and assets as a whole or substantially as a whole, or any
assodiation or corporation resulting from any such conversion, sale, merger, consolidation or
transfer to which it is a party shall, ipso facto, be and become successor Trustee hereunder and
vested with all the title to the whole property or Trust E state and all the trusts, powers, discretions,
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immunities, privileges and all other matters as was its predecessor, without the execution or filing
of any instruments or any further act, deed or conveyance on the part of any of the parties hereto,
anything herein to the contrary notwithstanding, and shall also be and become successor Trustee
in respect of the beneficial interest of the Trustee in the Junior Loan.

Section 7.09. Resignation by the Trustee. The Trustee may at any time resign from
the trusts hereby created by giving written ndtice to the | ssuer, the Borrower and the Bondholder
Representative, and by giving notice by certified mail or overnight delivery service to each Holder
of the Bonds then Outstanding. Such notice to the Issuer, the Borrower and the Bondholder
Representative may be served personally or sent by certified mail or overnight delivery service.
The resignation of the Trustee shall not be effective until a successor Trustee has been appointed
as provided herein and such successor Trustee shall have agreed in writing to be bound by the
duties and obligations of the Trustee hereunder.

Section 7.10. Removal of the Trustee. The Trustee may be removed at any time, either
with or without cause, with the consent of the Bondholder R epresentative (which consent of the
Bondholder R epresentative shall not be unreasonably withheld and which approval shall be
deemed given after fifteen (15) days if the Bondhdder R epresentative has not responded to a
written request for such approval) by awritten instrument signed by the | ssuer and delivered to the
Trustee and the Borrower, and if an Event of Default shall have occurred and be continuing, other
than an Event of Default under Section 6.01(b), by awritten instrument signed by the B ondholder
Representative and delivered to the Trustee, the | ssuer and the Borrower. The Trustee may also
be removed, if an Event of Default under Section 6.01(b) shall have occurred and be continuing,
by a written instrurment or concurrent instruments signed by the Holders of more than 51% of the
aggregate principal amount of the B onds then Outstanding and delivered to the Trustee, the | ssuer,
the Borrower and the Bondholder Representative. The Trustee may also be removed by the
B ondholder R epresentative following notice to the Issuer and after a thirty (30) day period during
which the | ssuer may attempt to cause the Trustee to discharge its duties in a manner acceptable
to Bondholder Representative, and in each case written notice of such removal shall be given to
the Servicer, the Borrower and to each registered Owner of Bonds then Outstanding as shown on
the Bond Registrar. Any such removal shall take effect on the day spedcified in such written
instrument(s), but the Trustee shall not be discharged from the trusts hereby created until a
successor Trustee has been appointed and has accepted such appoi ntrment and has agreedinwriting
to be bound by the duties and obligations of the Trustee hereunder.

Section 7.11. Appointment of Successor Trustee.

(a) In case at any time the Trustee shall resign or be removed, or be dissolved, or shall
be in course of dissolution or liquidation, or otherwise become incapable of acting hereunder, or
shall be adjudged a bankrupt or insolvent, or if a receiver of the Trustee or of its property shall be
appointed, or if a public supervisory office shall take charge or contrd of the Trustee or of its
property or affairs, avacancy shall forthwith and ipso facto be created in the office of such Trustee
hereunder, and the |ssuer, with the written consent of the Bondholder Representative (which
consent shall not be unreasonably withheld and which consent shall be deemed given after fifteen
(15) days if the applicable party has not responded to a written request from the Issuer for such
consent), shall promptly appoint a successor Trustee. Any such appointment shall be made by a
written instrument executed by an Authorized Officer of the | ssuer.
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(b If, in a proper case, no appointment of a successor Trustee shall be made pursuant
to subsection () of this Section 7.11 within sixty (60) days following delivery of all required
notices of resignation given pursuant to Section 7.09 or of removal of the Trustee pursuant to
Section 7.10, the retiring Trustee may apply to any court of competent jurisdiction to appoint a
successor Trustee. The court may thereupon, after such notice, if any, as such court may deem
proper and prescribe, appoint a successor Trustee.

Section 7.12. Concerning Any Successor Trustee. Every successor Trustee appointed
hereunder shall execute, acknowledge and deliver to its predecessor and al so to the | ssuer awritten
instrument accepting such appointment hereunder, accepti ng assignment of the benefidal interest
inthe ) unior M ortgage, and thereupon such successor, without any further act, deed or conveyance,
shall become fully vested with all the Trust Estate and the rights, powers, trusts, duties and
obligations of its predecessor; but such predecessor shall, nevertheless, on the written request of
the | ssuer, the Borrower or the Bondha der R epresentative, or of its successor, and upon payment
of all amounts due such predecessor, including but not limited to fees and expenses of counsel,
execute and deliver such instruments as may be appropriate to transfer to such successor Trustee
all the Trust E state and the rights, powers and trusts of such predecessor hereunder; and every
predecessor Trustee shall deliver all securities and money held by it as Trustee hereunder to its
successor. Should any instrument in writing from the Issuer be required by a successor Trustee
for more fully and certainly vesting in such successor the Trust E state and all rights, powers and
duties hereby vested or intended to be vested in the predecessor, any and all such instruments in
writing shall, on request, be executed, acknowledged and delivered by the Issuer. The resignation
of any Trustee and the instrument or instruments removing any T rustee and appoi nting a successor
hereunder, together with all cther instruments provided for in this Article, shall be filed and/or
recorded by the successor Trustee in each recording office where this Indenture shall have been
filed and/or recorded. Each successor Trustee shall mail notice by first class mail, postage prepaid,
at least once within 30 days of such appoi ntment, to the Owners of all Bonds Outstanding at their
addresses on the Bond Regi ster.

Section 7.13. Successor Trustee as Trustee, Paying Agent and Bond Registrar. In
the event of a change in the office of Trustee, the predecessor Trustee which shall have resigned
or shall have been removed shall cease to be trustee and paying agent on the Bonds and Bond
Registrar, and the successor Trustee shall become such Trustee, Paying Agent and Bond R egi strar.

Section 7.14.  Appointment of Co-Trustee or Separate Trustee. Itis the intent of the
Issuer and the Trustee that there shall be no vidation of any law of any jurisdiction (including
particularly the laws of the State) denying or restricting the right of banking corporations or
associations to transact business as Trustee in such jurisdiction. It is recognized that in case of
litigation under or connected with this Indenture, the J unior Loan Agreement or any of the cther
Junior Loan Documents, and, in particular, in case of the enforcement of any remedies on default,
o in case the Trustee deems that by reason of any present or future law of any jurisdiction it may
not exercise any of the powers, rights or remedies herein or therein granted to the Trustee or hold
title to the properties in trust, as herein granted, or take any other action which may be desirable
or necessary in connection therewith, it may be necessary that the Trustee, with the consent of the
| ssuer, appoint an additional individual or institution as a co-trustee or separate trustee.
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In the event that the Trustee appoints an additional individual or institution as a co-trustee
or separate trustee, in the event of the incapacity or lack of authority of the Trustee, by reason of
any present or future law of any jurisdiction, to exercise any of the rights, powers, trusts and
remedlies granted tothe Trustee herein or to holdtitle to the Trust E state or to take any other action
that may be necessary or desirable in connection therewith, each and every remedy, power, right,
obligation, claim, demand, cause of action, immunity, estate, title, interest and lien expressed or
intencled by thi s Indenture to be i mposed upon, exercised by or vested in or conveyed to the Trustee
with respect thereto shall be imposed upon, exercisable by and vest in such separate trustee or co—
trustee, but only to the extent necessary to enable such co-trustee or separate trustee to exercise
such powers, rights, trusts and remedies, and every covenant and obligation necessary to the
exercise thereof by such co-trustee or separate trustee shall run to and be enforceahl e by either of
them, subject to the remaining provisions of this Section 7.14. Such co-trustee or separate trustee
shall deliver an instrument in writing acknowledging and accepting its appointiment hereunder to
the I'ssuer and the Trustee.

Should any instrument in writing from the | ssuer be required by the co-trustee or separate
trustee so appointed by the Trustee for more fully and certainly vesting in and confirming to him
or it such properties, rights, powers, trusts, duties and obligations, any and all such instruments in
writing shall, on request, be executed, acknowledged and delivered by the | ssuer, the Trustee and
the Borrower. |f the Issuer shall fail to deliver the same within thirty (30) days of such request,
the Trustee is hereby appainted attormey-in-fact for the | ssuer to execute, acknowledge and deliver
such instruments in the Issuer’s name and stead. |n case any co-trustee or separate trustee, or a
successor to either, shall die, become incapable of acting, resign or be removed, all the estates,
properties, rights, powers, trusts, duties and obligations of such co-trustee or separate trustee, so
far as permitted by law, shall vest in and be exercised by the Trustee until the appointment of a
new trustee or successor to such cotrustee or separate trustee.

Every cotrustee or separate trustee shall, to the extent permitted by law, but to such extent
only, be appointed subject to the following terms, namely:

() The Bonds shall be authenticated and delivered, and all rights, powers, trusts, duties
and obligations by this Indenture conferred upon the Trustee in respect of the custody, control or
management of money, papers, securities and other personal property shall be exercised solely by
the Trustee;

(b all rights, powers, trusts, duties and obligations conferred or imposed upon the
Trustee shall be conferred or imposed upon or exercised or performed by the Trustee, or by the
Trustee and such co-trustee, or separate trustee jointly, as shall be provided in the instrument
appointing such co-trustee or separate trustee, except to the extent that under the law of any
jurisdiction inwhich any particular act or acts are to be performed the Trustee shall be incompetent
or unqualified to perform such act or acts, in which event such act or acts shall be performed by
such cotrustee or separate trustee;

(© any request in writing by the Trustee to any co-trustee or separate trustee to take or
to refrain from taking any action hereunder shall be sufficient warrant for the taking or the
refraining from taking of such action by such cotrustee or separate trustee;
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(d any co-trustee or separate trustee to the extent permitted by law shall delegate to
the Trustee the exercise of any right, power, trust, duty or obligation, discretionary or otherwise;

(e the Trustee at any time by an instrument in writing with the concurrence of the
I ssuer evidenced by a certified resolution may accept the resignation of or remove any co-trustee
o separate trustee appoi nted under this Section and in case an Event of Default shall have occurred
and be continuing, the Trustee shall have power to accept the resignation of or remove any such
co-trustee or separate trustee without the concurrence of the Issuer, and upon the request of the
Trustee, the Issuer shall join with the Trustee in the execution, delivery and performance of all
instruments and agreements necessary or proper to effectuate such resignation or removal. A
SUCCessor to any co-trustee or separate trustee so resigned or removed may be appointed in the
manner provided in this Section;

H no Trustee or cotrustee hereunder shall be personally liable by reason of any actor
omission of any other Trustee hereunder;

() any demand, request, direction, appointment, removal, notice, consent, waiver or
other action in writing executed by the B ondhal ders and delivered to the Trustee shall be deemed
to have been delivered to each such co-trustee or separate trustee; and

(h any money, papers, securities or other items of personal property received by any
such co-trustee or separate trustee hereunder shall forthwith, so far as may be permitted by law, be
tumed over to the Trustee.

The total compensation of the Trustee and cotrustee or separate trustee shall be as, and
may not exceed the amount, provided in Section 7.06 hereof.

Section 7.15. Natice of Certain Events. The Trustee shall give written notice to the
I ssuer, the Servicer and the B ondhal der Representative of any failure by the Borrower to comply
with the terms of the Regulatory A greement of which a Responsible Officer has actual knowledge.

Section 7.16. R eserved.

Section 7.17. Filing of Financing Statements. The Trustee shall, at the expense of
the Borrower, file or record or cause to be filed or recorded all UCC continuation statements for
the purpose of continuing without lapse the effectiveness of those finanding statements which have
been filed on or approximately on the Closing Date in connection with the security for the Bonds
pursuant to the authority of the UCC. Upon the filing of any such continuation statement the
Trustee shall immediately natify the Issuer, the B orrower, the Bondholder R epresentative and the
Servicer that the same has been done. If direction is given by the Servicer or the Bondholder
Representative, the Trustee shall file all continuation statements in accordance with such
directions.
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ARTICLE VIII

SUPPLEMENTAL INDENTURES AND
AMENDMENTS OF CERTAIN DOCUMENTS

Section 8.01. Supplemental | ndentures Not Requiring Consent of Bondhaolders. The
| ssuer and the Trustee may from time to time and at any time, without the consent of, or notice to,
any of the Bondholders, but with the prior written consent of the B.ondholder R epresentative, enter
into an indenture or indentures supplemental to this I ndenture for any one or more of the following

purposes:

(a) to cure any formal defect, omission, inconsistency or ambiguity herein in a manner
not materially adverse to the Holder of any B ond to be Outstanding after the effective date of the
change;

(b to grant to or confer upon the Trustee for the benefit of the Holders of the Bonds
any additional rights, remedies, powers or authority that may lawfully be granted or conferred and
that are not contrary to or inconsi stent with this I ndenture or the rights of the Trustee hereunder as
theretofore in effect;

(0 to subject to the lien and pledge of this | ndenture additional revenues, properties or
collateral;

(d) to modify, amend or supplement this Indenture or any indenture supplemental
hereto in such manner as to permit the qualification hereof and thereof under the Trust Indenture
Act of 1939, as amended, or any similar federal statute hereafter in effect or to permit the
qualification of the Bonds for sale under any state blue sky |aws,

(e) to make such additions, deletions or modifications as may be, in the opinion of
Bond Counsel delivered to the | ssuer and the Trustee, necessary to maintain the exclusion from
gross income for federal income tax purposes of interest on the Bonds; or

(M) to modify, amend or supplement this Indenture in any other respect which is not
materially adverse to the Holders of the Bonds to be Outstanding after the effective date of the
change and which does not involve a change described in Section 8.02.

Section 8.02. Supplemental | ndentures Requiring Consent of Bondhoders. With
the prior written consent of the Bondholder R epresentative, the Holders of more than 51% of the
aggregate prindpal amount of the B onds then Outstanding shall have the right, from timeto time,
to consent to and approve the execution by the Issuer and the Trustee of such indenture or
indentures supplemental hereto as shall be deemed necessary and desirable by the | ssuer for the
purpose of modifying, altering, amending, adding to or rescinding, in any particular, any of the
terms or provisions contained in this Indenture; provided, however, that nothing in this Section
contained shall permit, or be construed as permitting, (a) an extension of the time for payment of,
or an extension of the stated maturity or reduction in the principal amount or reduction in the rate
of interest on or extension of the time of payment, of interest on, or reduction of any premium
payable on the redemption of, any Bonds, or a reduction in the Borrower’ s obligation onthe ] unior
Note, without the consent of the Holders of all of the Bonds then Outstanding, (b) the creation of
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any lien prior to or on a parity with the lien of this Indenture, (¢) a reduction in the aforesaid
percentage of the principal amount of Bonds which is required in connection with the giving of
consent to any such supplemental indenture, without the consent of the Holders of all of the Bonds
then Outstanding, (d) the modiification of the rights, duties or immunities of the Trustee, without
the written consent of the Trustee, (e) a privilege or priority of any Bond over any cther Bonds, or
(H any action that results in the interest on the Bonds becoming included in gross income for
federal income tax purposes.

If at any time the Issuer shall request the Trustee to enter into any such supplemental
indenture for any of the purposes of this Section, the Trustee shall, upon being satisfactorily
indemnifiedwith respect to expenses, cause notice of the proposed execution of such suppl emental
indenture to be mailed, postage prepaid, to all registered Bondholders and to the Bondholder
Representative.  Such notice shall briefly set forth the nature of the proposed supplemental
indenture and shall state that copies thereof are on file at the corporate trust office of the Trustee
for inspection by all Bondholders.

Thirty (30) days after the date of the mailing of such notice, the | ssuer and the Trustee may
enter into such supplemental indenture substantially in the form described in such notice, but only
if there shall have first been or is simultaneously delivered to the Trustee the required consents, in
writing, of the Bondhol der R epresentative and the Holders of not |ess than the percentage of Bonds
required by this Section 8.02. If the Holders of not less than the percentage of Bonds required by
this Section 8.02 shall have consented to and approved the execution and delivery of a
supplemental indenture as provided herein, no Holder of any Bond shall have any right to object
to any of the terms and provisions contained therein, or the operation thereof, or in any manner to
question the propriety of the execution thereof, or to enjoin or restrain the Trustee or the | ssuer
from executing the same or from taking any action pursuant to the provisions thereof. Upon the
execution of any such supplemental indenture as in this Section 8.02 permitted and provided, this
Indenture shall be and be deemed to be modified and amended in accordance therewith. The
Trustee may rely upon an opinion of counsel as conclusive evidence that execution and delivery
of a supplemental indenture has been effected in compliance with the provisions of this Article
VIILI.

Anything in this Article VIII to the contrary notwithstanding, unless the B orrower shall
then be in default of any of its obligations under the Junior Loan Agreement, the Regulatory
Agreement, the J unior Note or the J unior Mortgage, a supplemental indenture under this Artide
VIII which affects any rights of the Borrower shall not become effective unless and until the
Borrower shall have expressly consented in writing to the execution and delivery of such
supplemental indenture. In this regard, the Trustee shall cause natice of the proposed execution
and delivery of any such supplemental indenture to be mailed by certified or registered mail to the
Borrower or the Borrower's attorney at least fifteen (15) days prior to the proposed date of
execution and delivery of any supplemental indenture.

Naotwithstanding any cther provision of this Indenture, the Issuer and the Trustee may
consent to any supplemental indenture upon receipt of the consent of the Bondholder
Representative, the Holders of all Bonds then Outstanding and, as applicable, the Borrower.
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Section 8.03. Amendments to J unior Loan Agreement Not Requiring Consent of
Bondhdders. The Trustee shall, without the consent of, or natice to, the Bondholders, but with
the consent of the Borrower and the Bondholder Representative, consent to any amendment,
change or maodification of the J unior Loan Agreement as follows:

(a) as may be required by the provisions of Junior Loan Agreement or this | ndenture;

(b to cure any formal defect, omission, inconsistency o ambiguity in the Junior Loan
Agreement in a manner not materially adverse to the Holder of any Bond to be Outstanding after
the effective date of the change;

(© to make such additions, deletions or modifications as may be necessary, in the
opinion of Bond Counsel delivered to the Issuer and the Trustee, to maintain the exclusion from
gross income for federal income tax purposes of interest on the Bonds; or

(d to modify, amend or supplement the Junior Loan Agreement in any other respect
which is not materially adverse to the Trustee or Holders of the B onds to be Outstanding after the
effective date of the change and which does nat involve a change described in Section 8.04.

Section 8.04. Amendments to Junior Loan Agreement Requiring Consent of
Bondhoders. Except for the amendments, changes or modifications of the Junior Loan
Agreement as provided in Section 8.03 hereof, neither the | ssuer nor the Trustee shall consent to
any other amendment, change or modification of the J unior Loan Agreement without the consent
of the Bondholder R epresentative, and the Borrower and without the giving of natice and the
written approval or consent of the Holders of at least 51% of the aggregate principa amount of the
Bonds then Outstanding given and procured in accordance with the procedure set forth in
Section 8.02 hereof; provided, however, that nothing contained in this Section 8.04 shall permit,
o be construed as permitting, any amendment, change or modification of the Borrower's
obligation to make the payments required under the Junior Loan Agreement without the consent
of the Holders of all of the Bonds then Outstanding. |f at any time the I ssuer and the B orrower
shall request the consent of the Trustee to any such proposed amendment, change or modification
of theJ unior Loan Agreement, the Trustee shall cause notice of such proposed amendment, change
or modification to be given in the same manner as provided in Section 8.02 hereof. Such natice
shall briefly set forth the nature of such proposed amendment, change or modification and shall
state that copies of the instrument embodying the same are on file at the Principal Office of the
Trustee for inspection by Bondholders.

Section 8.05. Consent of Holders of Senior Issuer Notes. No supplement or
amendment to the J unior Loan Agreement of this | ndenture, as described in this Article VIII, shall
be effective except upon receipt by the Trustee of the written consent, which consent shall not be
unreasonably withheld, conditioned, or delayed, thereto of (a) the “Noteowner R epresentative”
under and as defined in the Senior Funding Loan Agreement or (b) the registered holders of 100%
of the aggregate principal amount of the Senior Issuer Notes then outstanding.

Section 8.06. Opinion of Bond Counsel Required. No supplement or amendment to
the J unior Loan Agreement or this Indenture, as described in this Artide VIII, shall be effective
until the Issuer, the Trustee and the Bondholder R epresentative shall have received an opinion of
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Bond Counsel to the effect that such supplement or amendment is authorized or permitted by this
Indenture and, upon execution and delivery thereof, will be valid and binding upon the I ssuer in
accordance with its terms and will not cause interest on the B onds to be includable in gross income
of the Halders thereof for federal income tax purposes. The Trustee shall be entitled to receive,
and shal| be fully protected in relying upon, the opinion of any counsel approved by it as conclusive
evidence that (i) any proposed supplemental indenture or amendment permitted by this Article
VIl complies with the provisions of this Indenture, (ii) it is proper for the Trustee to join in the
execution of that supplemental indenture or amendment under the provisions of this Article VIII,
and (iii) if applicable, such proposed supplemental indenture or amendment is not materially
adverse to the interests of the Bondholders.

ARTICLE IX

SATISFACTION AND DISCHARGE OF INDENTURE

Section 9.01. Discharge of Lien. If the Issuer shall pay or cause to be paid to the
Holders of the Bonds the principal and interest to become due thereon at the times and in the
rmanner stipulated therein and herein, in any one or more of the falowing ways:

(a) by the payment of the principal of and interest on all B.onds Outstanding; or

(b by the deposit or credit to the account of the Trustee, in trust, of money or securities
in the necessary amount (as provided in Section 9.04) to pay the principal, redemption price and
interest to the date established for redemption whether by redemption or otherwise; or

(© by the delivery to the Trustee, for cancellation by it, of all Bonds Outstanding;

and shall have paid all amounts due and owing to the Bondholder R epresentative hereunder, and
shall have paid all fees and expenses of and any cther amounts due to the Trustee, and if the | ssuer
shall keep, perform and observe all and singular the covenants and promises in the Bonds and in
this Indenture expressed as to be kept, performed and observed by it or on its part, then these
presents and the estates and rights hereby granted shall cease, determine and be void, and
thereupon the Trustee shall cancel and discharge the lien of this Indenture and execute and deliver
to the | ssuer such instrumentsinwriting as shall be requisite to satisfy the lien hereof, and reconvey
tothe | ssuer the estate hereby conveyed, and assign and deliver to the | ssuer any interest in property
at the time subject to the lien of this I ndenture which may then be in its possession, except amounts
held by the Trustee for the payment of principal of, interest, on the Bonds.

Any Outstanding Bond shall prior to the maturity or redemption date thereof be deemed to
have been paid within the meaning and with the effect expressed in the first paragraph of this
Section 9.01 if, under circumstances which do not cause interest on the Bonds to become
includable in the Holders' gross income for purposes of federal income taxation, the following
conditions shall have been fulfilled: (a) in case such Bond is to be redeermed on any date prior to
its maturity, the Trustee shall have given to the B ondholder irrevocable notice of redemption of
such Bond on said date; (b) there shall be on deposit with the Trustee, pursuant to Section 9.04
hereof, either money or direct obligations of the U nited States of America in an amount, together
with anticipated earnings thereon (but not including any reinvestment of such earnings), which
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will be suffident to pay, when due, the principal or redemption price, if applicable, and interest
due and to become due on such B ond on the redemption date or M aturity Date thereof, as the case
may be; and (c) in the case of Bonds which do not mature or will not be redeemed within Sixty
(60) days of such deposit, the Trustee shall have received a verification report of a firm of certified
public accountants reasonably acceptable to the Trustee as to the adequacy of the amounts so
deposited to fully pay the B onds deemed to be paid.

The Trustee shall in no event cause the Bonds to be optionally redeemed from money
deposited pursuant to this Artidle IX unless the requirements of Artide Il have been met with
respect to such redemption.

Section 9.02. Reserved.

Section 9.03. Discharge of Liability on Bonds. Upon the deposit with the Trustee, in
trust, at or before maturity, of money or securities in the necessary amount (as provided in
Section 9.01) to pay or redeem Outstanding B onds (whether upon or prior to their maturity or the
redemption date of such Bonds) provided that, if such Bonds are to be redeemed prior to the
maturity thereof, notice of such redemption shall have been given as in Article |1l provided or
provision satisfactory to the Trustee shall have been made for the giving of such natice, al liability
of the Issuer in respect of such Bonds shall cease, terminate and be compl etely discharged, except
only that thereafter the holders thereof shall be entitled to payment by the Issuer, and the | ssuer
shall remain liable for such payment, but only out of the money or securities deposited with the
Trustee as aforesaid for their payment, subject, however, to the provisions of Section 9.04.

Section 9.04. Payment of B onds After Discharge of | ndenture. Notwithstanding any
provisions of this Indenture, and subject to applicable unclaimed property laws of the State, any
money deposited with the Trustee or any paying agent in trust for the payment of the principal of,
interest on the B onds remai ning uncl ai med for two (2) years after the payment thereof, to the extent
permitted by applicable law, shall be paid to the Borrower, whereupon all liability of the |ssuer
and the Trustee with respect to such money shall cease, and the holders of the Bonds shall
thereafter ook solely to the Borrower for payment of any amounts then due. All money held by
the Trustee and subject to this Section 9.04 shall be held uninvested and without liability for
interest thereon.

Section 9.05. Deposit of Money or Securities With Trustee. Whenever in this
Indenture it is provided or permitted that there be deposited with or credited to the account of or
held in trust by the Trustee money or securities in the necessary amount to pay or redeem any
B onds, the money or securities so to be deposited or held shall consist of:

(a) lawful money of the United States of America in an amount equal to the principal
amount of such Bonds and all unpaid interest thereon to maturity, except that, in the case of Bonds
which are to be redeemed prior to maturity and in respect of which there shall have been furnished
to the Trustee proof sati sfactory to it that notice of such redemption on a specified redemption date
has been duly given or provision satisfactory to the Trustee shall be made for such nctice, the
armount so to be deposited or held shall be the prindipal amount of such B onds and interest thereon
to the redemption date; or
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(b noncall able and nonprepayable direct obligations of the United States of America
or noncallable and nonprepayabl e obli gations which as to principal and interest constitute full faith
and credit obligations of the United States of America, in such amounts and maturing at such times
that the proceeds of said obligations received upon their respective maturities and interest payment
dates, without further reinvestment, will provide funds sufficient, in the opinion of a nationally
recognized firm of certified public accountants, to pay the principal, and interest to maturity, or to
the redemption date, as the case may be, with respect to all of the Bonds to be paid or redeemed,
as such principal, and interest become due; provided that the Trustee shall have been irrevocably
instructed by the | ssuer to apply the proceeds of said obligations to the payment of said prind pal,
and interest with respect to such Bonds.

ARTICLE X

INTENTIONALLY OMITTED

ARTICLE XI

MISCELLANEOUS

Section 11.01. Consents and Other |nstruments of Bondholders. Any consent,
request, direction, approval, waiver, objection, appointment or other instrument required by this
Indenture to be signed and executed by the Bondholders may be signed and executed in any
number of concurrent writings of similar tenor and may be signed or executed by such B ondhol ders
in person o by agent appointed inwriting. Proof of the execution of any such instrument, if made
in the following manner, shall be sufficient for any of the purposes of this Indenture, and shall be
condusive in favor of the Trustee with regard to any action taken under such instrument, namely:

(a) the fact and date of the execution by any Person of any such instrument may be
proved by the affidavit of awitness of such execution or by the certificate of any notary public or
other officer of any juri sdiction, authorized by the laws thereof to take acknowledgments of deeds,
certifying that the Person signing such instrument acknowledged the execution thereof. W here
such execution is by an officer of a corporation or association or a member of a partnership on
behalf of such corporation, association or partnership, such affidavit or certificate shall also
constitute sufficient proof of such authority;

(b the ownership of registered Bonds shall be proved by the Bond R egister; and

(© any request, consent or vote of the Holder of any Bond shall bind every future
Holder of the same Bond and the Holder of every Bond issued in exchange therefor or in lieu
thereof, in respect of anything done or permitted to be done by the Trustee or the Issuer in
pursuance of such request, consent or vote.

Section 11.02. Reserved.

Section 11.03. Limitation of Rights. With the exception of rights herein expressly
conferred, nothing expressed or to be implied fromthis Indenture or the Bonds is intended or shall
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be construed to give to any Person other than the Parties hereto, the Bondholder R epresentative,
the Borrower and the Holders of the Bonds, any legal or equitable right, remedy or claim under or
in respect to this Indenture or any covenants, conditions and provisions hereof.

Section 11.04.  Severability. If any provision of this Indenture shall be held or deemed
to be, or shall in fact be inoperative or unenforceable as applied in any particular case in any
jurisdiction or jurisdictions or in all jurisdictions, or in all cases because it conflicts with any other
provision or provisions hereof or any constitution, statute, rule of law or public policy, or for any
other reason, such circumstances shall not have the effect of rendering the provision in question
inoperative or unenforceable in any other case or circumstance, or of rendering any other provision
o provisions herein contained irvalid, inoperative, or unenforceabl e to any extent whatever.

The invalidity of any one or more phrases, sentences, clauses or sections in this I ndenture
contained, shall not affect the remaining portions of this Indenture, or any part thereof.

Section 11.05. Ndatices.

(a) Any provision of this Indenture relating to the mailing of notice or other
communication to Bondholders shal be deemed fully complied with if such natice or other
communication is mailed, by first class mail, postage prepaid, to each registered Owner of any
B onds then Outstanding at the address of such registered Owner asit appears on the B ond R egi ster.
Whenever in this | ndenture the giving of notice by mail or otherwise is required, the giving of such
notice may be waived inwriting by the Person entitled to receive such notice and in any such case
the giving or receipt of such notice shall not be a condition precedent to the validity of any action
taken in reliance upon such waiver.

Any notice, request, complaint, demand, communication or other paper required or
permitted to be delivered to the Issuer, the Trustee, the Bondholder Representative, or the
Borrower shall be sufficently given and shall be deermed given (unless another formof notice shall
be specifically set forth herein) on the Business Day following the date on which such notice or
other communication shall have been delivered to a national overnight delivery service (receipt of
which to be evidenced by a signed receipt from such overnight delivery service) addressed to the
appropriate party at the addresses set forth below o as may be required or permitted by this
Indenture by Electronic Natice or by a facsimile transmi ssion for which a confirmation of receipt
has been delivered. The Issuer, the Trustee, the Bondhad der R epresentative, or the B orrower may,
by notice given as provided in this paragraph, designate any further or different address to which
subsequent naotices or other communi cation shall be sent.

The | ssuer: City of San ] osé
Finance Department
200 East Santa Clara Street, 13th Floor Tower
San ] osé, California 95113-1905
Attention: Debt M anagement
Fax: (408) 292-6482

45

OHSUSA:766459820.9



With a copy to:

With a copy to:

The Trustee:

The Borrower:

The I nvestor Limited

Partner:

With a copy to:

OHSUSA:766459820.9

City of SanJ osée

Finance Department

200 East Santa Clara Street, 12th Floor Tower
San José, California 951131905

Attention: Director of Housing

Fax: (408) 9983183

San J osé City Attorney’s Office

200 East Santa Clara Street, 16th Floor Tower
San J osé, California 95113-1905

Attention: City Attorney

Fax: (408) 9983183

U.S. Bank National Association
Global Corporate Trust Services
One California Street, Suite 1000
San Francisco, CA 94111

Attn: Andrew Fung

Facsimile: (415) 6773769

Bumham VDG Venture LP /Standard Property
Company, Inc.

1901 Avenue of the Stars, Suite 395

Los Angeles, CA 90067

Attn: Scott Alter

Fax: 310-551-1666

Aegon LIHTC Fund 50, LLC
C/oOAEGON USA Realty Advisors, LLC
Attn: LIHTC Reporting

Mail Drop 5553

4333 Edgewood Road NE

Cedar Rapids, IA 52499

Fax: (319 355-8030

Holland & Knight LLP

10 St James Ave., 11th Floor
Boston, MA 02116

Attn: Jonathan . Sirais, Esq.
Fax: (617) 523-6850



Bondholder
Representative: Bumham VDG Venture LP /Standard Property
Company, Inc.
1901 Avenue of the Stars, Suite 395
Los Angeles, CA 90067
Atin: Scott Alter
Fax: 310-551-1666

The Trustee agrees to accept and act upon facsimile transmission of written instructions
andfor directions pursuant to this Indenture, provided, however, that subsequent to such facsimile
transmi ssion of written instructions, the originally executed instructions and/or directions shall be
provided to the Trustee in a timely manner.

(b The Trustee shall provide to the B ondholder R epresentative (i) prompt notice of the
occurrence of any Event of Default pursuant to Section 6.01 hereof and (ii) any written information
or other written communi cation received by the Trustee hereunder within ten (10) Business Days
of receiving a written request from the Bondholder Representative for any such information or
other communication.

Section 11.06. Reserved.

Section 11.07.  Trustee as Paying Agent and Bond Registrar. The Trustee is hereby
designated and agrees to act as Paying Agent and Bond Registrar for and in respect to the Bonds.
When acting in either such capacity, the Trustee will receive the same rights, protections and
indemnifications afforded to the Trustee hereunder.

Section 11.08. Payments Due on Non-Business Days. In any case where a date of
payment with respect to any Bonds shall be a day other than a B usiness Day, then such payment
need not be made on such date but may be made on the next succeeding Business Day with the
same force and effect as if made on such date, and no interest shall accrue for the period from and
after such date providing that payment is made on such next succeeding B usiness Day.

Section 11.09.  Counterparts. This Indenture may be executed in several counterparts,
each of which shall be an original and all of which shall constitute but one and the same instrument.

Section 11.10.  Laws Governing I ndenture and Administration of Trust. The effect
and meanings of this Indenture and the rights of all parties hereunder shall be governed by, and
construed according to, the laws of the State without regard to conflicts of laws principles.

Section 11.11. No Recourse. No recourse under or upon any obligation, covenant or
agreement contained in this Indenture or in any Bond shall be had against any member, officer,
commii ssioner, director or employee (past, present or future) of the | ssuer, either directly or through
the |ssuer or its governing body or otherwi se, for the payment for or to the | ssuer or any receiver
thereof, or for or to the Holder of any Bond issued hereunder, or otherwise, of any sum that may
be due and unpaid by the I ssuer or its governing body upon any such Bond. Any and all personal
liability of every nature whether at common law or in equity or by statute or by constitution or
otherwise of any such member, officer, commissioner, director or employee, as such, to respond
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by reason of any act of omission on his/her part or atherwise, for the payment for or to the Holder
of any Bond issued hereunder or otherwise of any sum that may remain due and unpaid upon any
Bond hereby securedis, by the acceptance hereof, expressly waived and released as a condition of
and in consideration for the execution of this I ndenture and the i ssuance of the B onds.

[Signature Pages Follow]
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IN WITNESS W SOF, the Issuer and the Trustee have caused this Indenture to be
execcuted and delivered by duly authorized officers thereof as of the day and year first written
above.

CITY OF SAN JOSE, as Issuer

g}? i “ éx"}] bRt T

o' H. Cooper, Direcior of Finance

Attest:

Toni J. Taber, City Clerk

Approved as to form:

[Signature page — Junior Indenture of Trust - Villa De Guadalupe Apartments]

OHSUSATRE450820,



1.5, BANK NATIONAL ASSOCIATION,
as Trustee

By

Authorized Officer

[Signature page ~ Junior Indenture of Trust - Villa De Guadalupe Apartments]
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EXHIBITA
FORM OF JUNIOR BOND

CITY OF SAN JOSE
JUNIOR MULTIFAMILY HOUSING REVENUE BONDS
(VILLA DE GUADALUPE APARTMENTS)
2017 SERIES B

THIS BOND MAY ONLY BE TRANSFERRED INWHOLE UPON SATISFACTION OF
THE REQUIREMENTS IN THE INDENTURE, INCLUDING THE DELIVERY TO THE
TRUSTEE OF THE DOCUMENTS REQUIRED THEREIN IN CONNECTIONWITH
ANY TRANSFER OF THIS BOND. ANY TRANSFER OF THIS BOND IN VIOLATION
OF THE TRANSFER RESTRICTIONS CONTAINED IN THE INDENTURE SHALL BE
VOID AND OF NOEFFECT.

MATURITY DATE DATED DATE INTEREST RATE
Bond Rate
R egistered Owner:
Principal Amount;

The City of SanJ osé, amunicipal corporation and charter city organized and existing under
the laws of the State of California (the “|ssuer”), for value received, hereby promises to pay (but
only out of Revenues as herei nafter provided) to the registered owner identified above or regi stered
assigns, on the Maturity Date set forth above, the principal sum set forth above and to pay (but
only out of Revenues as hereinafter provided) interest on the bal ance of said principal amount from
time to time remaining unpaid from and including the date hereof until payment of said principal
amount has been made or duly provided for, at the rates and on the dates determined as described
herein and in the Indenture (as hereinafter defined). The principal of and, interest on this Bond
are payable at final maturity, acceleration or redemption in lawful money of the United States of
America upon surrender hereof at the principal corporate trust office of U.S. Bank National
Association, as Trustee, or its successor in trust (the “Trustee”). Payment of the interest on any
Bond shall be made on each Bond Payment Date (as hereinafter defined) to the Person appearing
on the bond registration books of the Bond Registrar as the Owner thereof on the Record Date,
such interest to be paid by the Paying Agent (i) to such Owner by check or draft mailed on the
Bond Payment Date, to such Owner’s address as it appears on the registration books or at such
other address as has been furnished to the Bond Registrar as provided below, in writing by such
Owner not later than the Record Date or (ii) upon written request, at least three Business Days
prior to the applicable R ecord Date, to the Owner of B onds aggregating not less than $1,000,000
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in principal amount, by wire transfer in immediately available funds at an account maintained in
the United States at such wire address as such Owner shall specify in its written notice; excepx, in
each case, that, if and to the extent that there shall be a default in the payment of the interest due
on such Bond Payment Date, such defaulted interest shall be paid to the Owner in whose name
any such Bonds are registered at the close of business on the fifth to last Business Day next
preceding the date of payment of such defaulted interest.

The Bonds are authorized to be issued pursuant to Act and are designated as the “City of
San J osé Junior Multifamily Housing Revenue Bonds (Villa De Guadalupe Apartments) 2017
Series B”, limitedin aggregate principal amount of $4,615,712. The Bonds are limited obligations
of the Issuer and, as and to the extent set forth in the Indenture, are payable solely from, and
secured by a pledge of and lien on, the Revenues. Proceeds from the sale of the Bonds will be
loaned by the Issuer to Burnham VDG Venture LP, a Califonia limited partnership (the
“Borrower”) under the terms of a Junior Loan Agreement, dated as of May 1, 2017 (the
“Agreement”), among the |ssuer, the Borrower and the Trustee. The Bonds are all issued under
and secured by and entitled to the benefits of aJ unior Indenture of Trust, dated as of May 1, 2017
(the “Indenture”) between the Issuer and the Trustee. No holder of this Bond shall ever have the
right to compel the exercise of the taxing power the State or any pdlitical subdivision of the State
to pay the prindpal of this Bond or the interest on it or any other cost incident to this Bond, or to
enforce payment of this Bond against any property of the | ssuer, any Program Participant of the
| ssuer, the State or any political subdivision of the State. The I ssuer has no taxing power.

Reference is hereby made to the Indenture and all indentures supplemental thereto for a
description of the rights thereunder of the registered owners of the B onds, of the nature and extent
of the security, of the rights, duties and immunities of the Trustee and of the rights and obligations
of the | ssuer thereunder, toall of the provisions of the | ndenture and of the J unior L oan A greement
the holder of this Bond, by acceptance hereof, assents and agrees.

The Bonds are issued simultaneously with the funding of the Issuer’s revenue notes
designated as City of San José Multifamily Housing Revenue Note (Villa De Guadalupe
Apartments) 2017 Series A-1, in the original aggregate principal amount of $28,980,000 and City
of San J osé M ultifamily Housing Revenue Note (Villa De Guadalupe Apartments) 2017 Series A-
2, in the original aggregate principal amount of $8,720,000 (the “Senior Issuer Notes”) pursuant
to a Senior Funding Loan Agreement dated as of May 1, 2017 (the Senior Funding Loan
Agreement”) between the Issuer and the Trustee. As set forth in the I ndenture, the Bonds are
subordinate in all respects to the Senior | ssuer Notes.

All terms nat herein defined shall have the meanings ascribed to them in the | ndenture.

The Bonds are issuable as one fully registered bond. Subject to the limitations and upon
payment of the charges, if any, provided in the Indenture, Bonds may be exchanged in whole at
the Principal Corporate Trust Office of the Trustee and the Bond R egistrar.

The Bonds may only be held by, or transferred to, Sophisticated | nvestors (as defined in

the I ndenture), with such Sophisticated | nvestors executing and delivering an | nvestor Letter in
the form attached as Exhibit B to the I ndenture as E xhibit B.
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This Bond is transferable by the registered owner hereof, in person, or by its attorney duly
authorized inwriting, at the Principal Corporate Trust Office of the Trustee and the Bond R egistrar,
but only in the manner, subject to the limitations and upon payment of the charges provided in the
Indenture, and upon surrender and cancellation of this Bond. Upon such transfer a new fully
registered Bond, for the same aggregate principal amount, will be issued to the transferee in
exchange therefor. The I ssuer, the Trustee and the Bond Registrar may treat the registered owner
hereof as the absolute awner hereof for all purposes, and the Issuer, the Trustee and the Bond
Registrar shall not be affected by any notice to the contrary.

| nterest on the Bonds

Bond Payment Date has the meaning set forth in the Indenture.
Record Date means the 15th day of the month prior to a Bond Payment Date.

R edemption of B onds

The Bonds are subject to optional, mandatory and extraordinary redemption as set forth
in the I ndenture.

General M atters

The holder of this Bond shall have no right to institute any suit, action or proceeding at law
o in equity, for any remedy under or upon the Indenture, except as provided in the Indenture.

No recourse shall be had for the payment of the principal of, or interest on any of the Bonds
or for any claim based thereon or upon any obligation, covenant or agreement in the | ndenture
contained, against any past, present or future member, director, officer, employee or agent of the
| ssuer, or through the | ssuer, or any successor to the | ssuer, under any rule of law or equity, statute
or constitution or by the enforcement of any assessiment or penalty or otherwise, and all such
liability of any such member, director, officer, employee or agent as such is hereby expressly
waived and released as a condition of and in consideration for the execution of the Indenture and
the issuance of any of the Bonds.

Amendments Permitted

The Indenture contains provisions permitting the Issuer and the Trustee to execute
supplemental indentures with the written consent of the Bondholder Representative and the
Owners of more than fifty-one percent (51% ) in aggregate principal amount of B onds at the time
Outstanding, subject to certain conditions as set forth in the Indenture.

The Indenture also contains provisions permitting the Issuer and the Trustee to execute
supplemental i ndentures without consent of the Owners of the B onds, subject to cettain conditions
as set forth in the Indenture.

The Indenture prescribes the manner in which it may be discharged and after which the
Bonds shall no longer be secured by or entitled to the benefits of the Indenture, except for the
purposes of transfer and exchange of B onds and of payment of the principal of and interest on the
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B onds as the same become due and payabl e, including a provi sion that under certain d rcumstances
the Bonds shall be deemed to be paid if certain securities, as defined therein, maturing as to
principal and interest in such amounts and at such times as to ensure the availability of sufficient
moneys to pay the principal of, and interest on the Bonds and all necessary and proper fees,
compensation and expenses of the Trustee shall have been deposited with the Trustee.

No member or officer of the | ssuer, nor any Person executing this Bond, shall in any event
be subject to any personal liability or accountahility by reason of the issuance of the Bonds.

It is hereby certified that all of the conditions, things and acts required to exist, to have
happened and to have been performed precedent to and in the issuance of this Bond do exist, have
happened and have been performed in due time, form and manner as required by the Constitution
and statutes of the State of Califoria.

This Bond shall not be entitled to any benefit under the Indenture, or become valid or
obligatory for any purpose, until the certificate of authentication hereon endorsed shall have been
signed by the Bond Registrar.

In the event of any inconsistency between the provisions of this Bond and the provisions
of the Indenture, the provisions of the Indenture shall control.
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INWITNESS WHEREOF, the City of San ] osé has caused this Bond to be executed on
its behalf by the manual or facsimile signature of an Authorized Officer, and its seal to be
reproduced hereon and attested by the manual or facsimile signature of the City Clerk.

CITY OF SAN JOSE, as | ssuer

[SEAL] By:
Authorized Officer
ATTEST:
By:
City Clerk
A5
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CERTIFICATE OF AUTHENTICATION

This Bond is one of the Bonds issued under the provisions of and described in the within-
menti oned |ndenture.

Date of Authentication:

U.S. Bank National Assodiation, as Trustee

By __
Authorized Officer

ASSIGNMENT

FOR VALUE RECEIVED, the undersigned hereby sells, assigns and transfers unto
(Please insert Social Security Number or other identifying number of assignee)

(Please Print or Typewrite Name and Address of Assignee)

the within bond and all rights thereunder, and hereby irrevocably constitutes and
appoints_____________________ attorney to transfer the within Bond on the books kept for

NOTICE: Signature(s) must be
guaranteed by an eligible guaranty
institution.

Signature

NOTICE: The Signature to this assignment
must correspond with the name as it appears
upon the face of the within Bond in every
particular, without alteration or enlargerment
or any change whatever.
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EXHIBIT B

FORM OF PURCHASER’SLETTER

[To be prepared on letterhead of Purchaser]

[Date]

City of San ] osé

U.S. BankNational Association

Re:  City of San ] osé
Junior Multifamily Housing Revenue Bonds
(Villa De Guadalupe A partments) 2017 Series B

Ladies and Gentlemen:

The undersigned (the “Purchaser’) hereby acknowledges receipt as transferee, from the
previous owner thereof, of the abovereferenced bonds (the “Bonds”) in fully registered formand
in the original aggregate principal amount of $4,615,712, constituting all of the Bonds currently
outstanding. The Bonds have been checked, inspected and approved by the Purchaser.

The undersigned acknowledges that the Bonds were issued for the purpose of making a
loan to assist in financing a multi family rental housing development known as Villa De Guadalupe
Apartments located in the City of San José, Caiformia (the “Project’), as more particularly
described in that certain J unior Loan Agreement dated as of May 1, 2017, as may be amended and
supplemented from time to time (the “Junior Loan Agreement”), by and among the City of San
José (the “Issuer”), Burnham VDG Venture LP, alimited partnership duly organized and existing
under the laws of the State of California (the “B orrower”), and U.S. Bank National Association
(the “Trustee”). The undersigned further acknowledges that the Bonds are secured by a certain
Junior Indenture of Trust dated as of May 1, 2017, as amended and supplemented (the
“Indenture”), between the Issuer and the Trustee, which creates a security interest in loan
repayments made pursuant tothe J unior L oan A greement for the benefit of the holders and Owners
of the Bonds, and by a Junior Multifamily Deed of Trust, Assignment of Rents, Security
Agreement and Fixture Filingwith respec to the Project (the “J unior M ortgage™), which Creates a
security interest in the Project, subject to permitted encumbrances, as provided therein. Terms not
otherwise defined herein shall have the meanings assigned thereto in the | ndenture.

In connection with the sale of the Bonds to the Purchaser, the Purchaser hereby makes the
following representations upon which you may rely:
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1. The Purchaser hereby certifies that itis (2) a bank as defined in Section 3(a)(2) of
the Securities Act of 1933 (the “Act”) or a bank halding company or a whally owned subsidiary
of a bank holding company, or a savings and loan association or other institution as defined in
Section 3(a)(5)(a) of that act whether acting in its individual or fiduciary capacity; or (b) a broker
or dealer registered pursuant to Section 15 of the Securities Exchange Act of 1934, or () an
insurance company as defined in Section 2(13) of that act; or (d) an investment company registered
under the Investment Company Act of 1940 or a business development company as defined in
Section 2(a)(48) of that act; or (e) a Small Business [nvestment Company licensed by the U.S.
Small B usiness Administration under Section 301(c) or (d) of the Small Business |nvestment Act
of 1958, or (f) aplan establi shed and maintained by a state, its political subdivisions, or any agency
or instrumentality of a state or its political subdivision for the benefit of its employees, if
investment decisions are made by a plan fiduciary which is a bank, savings and |oan association,
insurance company, or registered investment advisor and the plan establishes fiduciary principles
the same as or similar to those contai ned in Sections 404-407 of Title | of the Employee R etirement
Income Security Act of 1974; or (g) an employee benefit plan within the meaning of the Employee
Retirement Income Security Act of 1974 if investment decisions are made by a plan fidudary, as
definedin Section 3(21) of such act, which is either a bank, savings and |oan associ ation, insurance
company, or registered investment advisor, of if the employee benefit plan has total assetsin excess
of $100,000,000, or, if a self-directed plan, with investment decisions made solely by Persons that
are accredited investors or (h) an " acaredited investor” as defined in Rule 501 of Regulation D of
the Act, as amended.

2. The Bonds are being acquired by the Purchaser for its own account and for
investment and not with aview to, or for resale in connection with, any public distribution of the
Bonds. The Purchaser understands that it may need to bear the risks of this investment for an
indefinite time, since any sale prior to maturity may not be possible due to unmarketability of the
Bonds; provided, however, the Purchaser acknowledges and agrees that it may transfer the Bonds
inwhale only and in accordance with the Indenture and this | etter.

3. The Purchaser understands that the B onds have not been regi stered under the Act.

4, The Purchaser acknowledges that it is familiar with the conditions, financial and
otherwise, of the B orrower and understands that the B orrower has no significant assets other than
the Project. To the extent deemed appropriate in making its investment decision, the Purchaser
has discussed the Borower’s finandia condition and the Borrower’'s current and proposed
business activities with the Borrower. The Purchaser further acknowledges that it has such
knowledge and experience in business matters that it is fully capable of eval uating the merits and
risks of this investment and it is able to bear the economic risk of the investment. The Bonds are
a security of the kind the Purchaser wi shes to purchase and hold for investment, and the nature and
armount of the Bonds are consi stent with the Purchaser’ s investment program. The Purchaser has
been furni shed such informati on and such documents as the Purchaser deems necessary to make a
decision to purchase the Bonds, including copies or forms of the Indenture, the Junior Loan
Agreement, the J unior M ortgage and the R egulatory Agreement (as defined in the Indenture), and
certain other documents relating to the Bonds and the Project, all of which documents the
Purchaser has reviewed. Spedfically, but without limitation, the Purchaser has reviewed
information about the Project and the property manager for the Project, if any, as well as
information about the investment risks relating to the Bonds, and the Purchaser understands that
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the Bonds involve a high degree of risk. SPECIFICALLY, AND WITHOUT IN ANY MANNER
LIMITING THE FOREGOING, THE PURCHASER UNDERSTANDS AND
ACKNOWLEDGES THAT,AMONG OTHER RISKS, THE BONDS ARE PAYABLE SOLELY
FROM REVENUES DERIVED FROM THE PROJECT AND THAT THE BONDS ARE NOT
ENTITLED TO THE BENEFIT OF ANY CREDIT FACILITY AND NOT RATED BY THE
RATING AGENCY . The Purchaser has made such inquiry with respect toall of the foregoing as
it believed to be desirable for its purposes.

5. The Purchaser has received from the Issuer no formal or informal offering or
disclosure document relating to the Bonds and has conduded that the receipt of one prior to the
purchase of the Bonds is nat required. It is acknowledged that no written information has been
provided by the Issuer, and that any written information furnished by any other party to the
transaction does not purport to fully disclose all information pertinent to the B onds.

0. Except as disclosed to the |ssuer, the Purchaser is not now and has never been
controlled by, or under common control with, the Borrower. EXxcept as disclosed to the | ssuer, the
Borrower has never been and is not how controlled by the Purchaser. THE PURCHASER HAS
ENTERED INTO NO ARRANGEMENTS WITH THE BORROWER OR WITH ANY
AFFILIATE OF THE BORROWER IN CONNECTION WITH THE BONDS, OTHER THAN
AS DISCLOSED TO THE ISSUER. The Purchaser hereby agrees to deliver to the | ssuer a copy
of any agreement between the Purchaser and the B orrower or any affiliate of the B orrower relating
to the Bonds.

7. The Purchaser has authority to purchase the Bonds and to execute this letter and
any other instruments and documents required to be executed by the Purchaser in connection with
the purchase of the Bonds.

8. In entering into this transaction the Purchaser has not relied upon any
representations or opinions made by the | ssuer relating to the legal consequences or other aspects
of the transactions, nor has it looked to, nor expected, the | ssuer to undertake or require any credit
investigation or due diligence reviews relating to the B orrower, its financial condition or business
operations, the Project (including the refinand ng, operation or management thereof), or any other
matter pertaining tothe merits or risks of the transaction, or the adequacy of any collateral pledged
to the Trustee to secure repayment of the Bonds.

9. The Purchaser understands that the Bonds are not secured by any pledge of any
money received or to be received from taxation by the State of California or any political
subdivision or taxing district thereof, i ncluding, without limitation, the | ssuer; that the Bonds will
never represent or constitute a general obligation or a pledge of the faith and credit of the | ssuer,
the State of California or any palitical subdivision thereof; that no right will exist to have taxes
levied by the | ssuer, the State of California or any political subdivision thereof for the payment of
principal, and interest on the Bonds; and that the liability of the | ssuer with respect tothe Bonds is
subject to further limitations as set forth in the B onds and the Indenture.

10. The Purchaser has been informed that the Bonds have not been and will not be
registered or otherwise qualified for sale under the “Blue Sky” laws and regulations of any
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jurisdiction, (ii) will not be listed on any stock or other securities exchange, and (iii) will carry no
rating from any rating service.

11. The Purchaser has obtained, from representatives of the Borrower and others, all
information regarding the Bonds that it has deemed relevant. The Purchaser has asked of the
Borrower and all other relevant parties all the questions to which the Purchaser desired answers,
and has had those questions sati sfactorily answered. Neither the B orrower nor the | ssuer nor any
other relevant party has refused to disclose any information that Purchaser deems necessary or
appropriate to its decision to purchase the Bonds.

12.  Although the Purchaser does not intend at this time to dispose of the Bonds, the
Purchaser acknowledges that it has the right to sell and transfer the B onds, subject to the following
requirements:

(a) The Purchaser may not dispose of the Bonds to a Person or entity other than as
described in Section 1 without the prior written consent of the | ssuer;

(b The Purchaser will only sell or otherwise transfer the Bonds in whole, except with
the prior written approval of the Issuer;

(© Prior to any transfer of the Bonds, the Purchaser shall deliver to the Issuer and the
Trustee a certificate identifying any and all documents that have been executed by the Purchaser
and the Borrower or any affiliate of the B orrower with respect to the Bonds; and

(d The Purchaser will not sell or otherwise transfer the Bonds without requiring the
transferee to deliver to the | ssuer and to the Trustee an investor’s letter to the same effect as this
Purchaser’s L etter, including this paragraph 12, with no revisions except as may be approved in
writing by the | ssuer.

[Purchaser]
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CITY OF SANJ OSE
MULTIFAMILY HOUSING REVENUE NOTE
(VILLA DE GUADALUPE APARTMENTS) 2017 SERIES A-]

CITY OF SANJ OSE
MULTIFAMILY HOUSING REVENUE NOTE
(VILLA DE GUADAL UPE APARTMENTS) 2017SERIES A-2

CITY OF SAN ) OSE
JUNIOR MULTIFAMILY HOUSING REVENUE BONDS
(VILLA DE GUADALUPE APARTMENTS) 2017SERIES B

CERTIFICATE OF THE ISSUER

The undersigned, an Authorized Signatory (as defined below) of the City of San
Jose (the “Issuer”), hereby certifies as of May 23, 2017, as follows:

(i) that the undersigned is the duly elected or appointed, qualified and acting Director
of Finance of the City of San ] osé, a chartered city and municipal corporation duly organized and

existing under the Constitution and laws of the State of California (the “Issuer”), and as such, is
familiar with the facts herein certified and is authorized and qualified to certify the same;

[Remainder of Page Intentionally Left Blank]
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(iii)  that the signatures set forth opposite the names and titles of the following persons
are the true and cormrect specimens of, or are, the genuine signatures of such persons, each of
whom holds the office designated below:

Wame and Title Signature

LR

Julia H. Cooper, Director of Finance

David Bopf, Interim Assistant Director of Housing

Toni J. Taber, City Clerk

[Remainder of Page Intentionally Lefi Blank]
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(iii)  that the Director of Finance of the City and the City Clerk have been duly
authorized by the City Coundl of the City to sign and attest, on behalf of the City, the City of
San J osé Multifamily Housing R evenue Note (Villa De Guadalupe Apartments) 2017 Series A-1
(the “Governmental Lender Tax-Exempt Note”) in the aggregate principal amount of
$28,980,000, City of San José Multifamily Housing Revenue Note (Villa De Guadalupe
Apartments) 2017 Series A2 (the “Governmental Lender Taxable Note” and, collectively with
the Governmental Lender Tax-Exempt Note, the “Governmental Lender Notes’) in the aggregate
principal amount of $8,720,000 and City of San José Junior Multifamily Housing Revenue
Bonds (Villa De Guadalupe Apartments) 2017 Series B (the “Junior Bonds’ and together with
the Governmental Lender Notes, the “Obligations’), in the aggregate principal amount of
$4,615,712, and pursuant to such authority they have signed and attested the Obligations in said
aggregate principal amount by their manual or facsimile signatures;

(iv)  the seal of the City is impressed or imprinted by facsimile upon each of the
Obligations, is impressed hereon and is the legally adopted, proper and only official seal of the

City.

(V) that the City Council of the Issuer duly adopted the following resolution (the
“Resolution”) at a meeting of the City Coundil that was called and held pursuant to law and with
all public notice required by law and at which a quorum was present and acting throughout,
which Resolution has not been amended, modified, supplemented, rescinded or repealed and
remain in full force and effect as of the date hereof:

Resolution No. 78146, entitled “A RESOLUTION OF THE CITY COUNCIL OF THE
CITY OF SAN JOSE, CALIFORNIA, AUTHORIZING THE ISSUANCE, SALE AND
DELIVERY OF MULTIFAMILY HOUSING REVENUE NOTES AND JUNIOR
MULTIFAMILY HOUSING REVENUE BONDS, AND THE LOAN OF THE
PROCEEDS THEREOF FOR THE FINANCING OF THE VILLA DE GUADALUPE
APARTMENTS; AND APPROVING OTHER RELATED DOCUMENTS AND
ACTIONS,” adopted by the City Council on May 2, 2017.

(vi)  that, by dl necessary action, the Issuer has duly authorized and approved the
execution and delivery of, and the performance by the Issuer of the obligations on its part
contained in the fdlowing agreements (collectively referred to herein as the "lssuer
Documents’):

(a) the Funding L can A greement;

(b the Borrower Loan Agreement (the “Loan Agreement”’), dated as of May
1, 2017, by and among the Funding L ender, the Governmental L ender and the B orrower;

(© the Junior Indenture of Trust (the “Junior Bonds Indenture”), dated as of
May 1, 2017, between the | ssuer and the J unior B onds Trustee;

(d the Junior Loan Agreement (the ] unior Loan Agreement”) , dated as of
May 1, 2017, among the | ssuer, the J unior Bonds Trustee and the B orrower;
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(e the Regulatory Agreement and Dedaration of Restrictive Covenants (the
“Regulatory Agreement”), dated as of May 1, 2017, among the Issuer, the Borrower, and
U.S. Bank National Association, as Fiscal Agent/Trustee;

(H the Tax Certificate and Agreement (the “Tax Certificate”) of the |ssuer
and the B orrower, dated as of the date hereof: and

(g the Junior Bond Purchase Agreement (the “Junior Bond Purchase
Agreement”), dated May 23, 2017, by and among the Issuer, Standard VDG Lender,
LLC, as purchaser of theJ unior Bonds (the “J unior Bonds Purchaser”) and the B orrower.

(vii)  That the Issuer Documents have been duly authorized, executed and delivered by
the I ssuer and, assuming due authorization, execution and delivery by the other respective parties
thereto, constitute legal, valid and binding obligations of the | ssuer:

(viii) that to the best knowledge of the undersigned, no litigation is pending or
threatened (a) to restrain or enjoin the issuance, sale or delivery of the Obligations; (b) in any
way contesting or affecting the authority for the issuance or the validity of the Obligations, or the
validity of the Issuer Documents; or (Q) in any way contesting the existence or powers of the
| ssuer;

(ix)  that the Obligations, the | ssuer Documents and the Resolution are in full force and
effect and have not been amended, modified, supplemented or rescinded, except as has been
agreed to in writing by the Underwriter;

(x) that the Issuer has complied with all the agreements and satisfied all the
conditions on its part to be performed or satisfied at or prior to the date hereof under the |ssuer
Documents, and the representations and warranties of the |ssuer contained in the Indenture are
true, complete and correct on and as of the date hereof.

Capitalized terms used herein and not atherwise defined shall have the meanings

ascribed to such terms in the Funding L oan Agreement and the J unior Bonds Indenture.

[Remainder of Page Intentionally Left Blank]
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IN WITNESS WHEREOF, the undersigned has executed this Certificate as of the
date first above written.

CITY OF SAN JOSE

Julightl. Cooper, Diirector of Finance

[Signature page — Certificate of the Issuer]

OHEUSATTRETETE0E,



EXHIBITA

BOND RESOLUTION
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RD-TDM ‘ RES. NO. 78148
416117

RESOLUTION NO. 78146

A RESOLUTION OF THE COUNCIL OF THE CITY OF SAN

JOBE, @&Eﬁ?@%i& ALUTH ING THE ISSUANCE,

P @@gms THEREOE F
ViLLA DE GUADALUPE
APPROVING OTHER R

""" ACTIONS

WHEREAS, the City of San José (the “City") is a municipal corporation and charter city
duly organized and existing under a charter pursuant to which the City has the right and
power to make and enforce all laws and regulations in respect to municipal affairs and
certain other mafters in accordance with and as more particularly provided in Sections
3, 5 and 7 of Arlicle XI of the Constitution of the State of California and the Charter of
the City (the "Charter”); and

-------- WHEREAS, the Charter provides that the Cily is authorized fo issue revenue notes and
mnd@ pursuant to California law and the City is authorized to issue revenue notes and
bonds under Chapter 7 of Part § of Division 31 (commencing with Section 52075) of the
California Health and Safety Code, as amended (the "Act”), which authorizes cities fo
issue revenue notes and bonds for the purpose of, among other things, financing the
acguisition, rehabilitation and equipping of multifamily rental housing and capital
improvemnents in connection with and determined necessary to such multifamily
housing; and

WHEREAS, the Act provides that the proceeds of notes and bonds issued by a city may
be loaned to a nongovernmental owner of muitifamily housing to allow such owner, who
shall be responsible for the payment of such notes and bonds, to reduce the cost of
operating such housing and to assist in providing housing for low income persons; and

-------- WHEREAS, Bummham VDG Venlure P, a Californla limited parinership (the
“%ﬁ@ff’@w&r‘} has requested thal the City sell and issue multifamily housing revenue
notes and bonds for the purpose of financing the acouisition and rehabilitation of a 101~
unit muitifamily rental housing project located in the City and generally known as Viilla
De Guadalupe Apartmenis (the "Project”); and

iiy ﬁ@m? b@ﬁ ?z@f@;r% ‘ih@ “E‘%@%@@”) @é”zd its ém’% ior ié‘%:%%w.s ?@m ily Housing Revenue Bonds
{as more fully described herein, the “Junior Bonds” and together with the Notes, the
“Gbligations” and to loan the proceeds thereof io the Borrower, who shall bs
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responsible for the payment of such Obligations, to allow the Borrower to assist in
providing housing for low income persons; and

WHEREAS, the issuance, sale and delivery of the Ubligations will be conducted |
acm;"dan@@ with the City's policies related therelo, and the City Council finds that th@
sublic interest and necessity réquire that the City at this ime make arrangements for the
sale of the Obligations, and

VHEREAS, there has been prepared and filed with the City Clerk for consideration at
this mest] ﬁg the ﬁmum@ma% ion required for the issuance and sale of the Obligations,
and such documentation is In substantially final form and an appropriate instrument fo
be executed and delivered fez’ the purposes intended; and

WHEREAS, all acts, conditions and things required by the laws and Charter of the City
and the laws of the State of California, including the Act, to exist, 1o have happened and
to have been performed precedent to and in connection with the consummation of the
financing authorized hereby do exist, have happened and have been performed in
reguiar and due time, form and manner as required by law, and the City is duly
authorized and empowered, pursuant to each and every requirement of law, to
authorize such financing and to authorize the execution of the documents related
thereto, for the purposes, in the manner and upon the terms provided in this resolution;

-------- RESOLVED BY THE CITY COUNCH. OF THE CITY OF

SAN &@Sg ?Hﬁ{?
1.

The City hereby finds and declares that the above recitals ars true and correct.

Revenue notes and bonds in one or more series are hereby approved and
authorized to be issued pursuant to, and in campliance with, the Act, the Funding
Loan Agreement and the Junior indenture (hereinafter defined). The Obligations
are to be designated as the “City of San José Multifamily Housing Revenue Note
(Villa De Guadalupe Apartments), 2017 Series A-1," and “City of San José
Multifamily Housing Revenue Note (Villa De Guadalupe Apariments), 2017
Series A-2,” and “City of San José Junior Multifamily Housing Revenue Bonds
(Villa De Guadalupe Apariments) 2017 Junior Series B." The 2017 Serles A-1
and 2017 Series A-2 NMotes shall be issued in an aggregate principal amount not
to exceed $38,500, 000, in the form set forth in and otherwise in accordance with
the Funding Loan Agreement. The Junior Bonds shall be issued In an amount,
which fogether with the 2017 Series A-1 Note, does not exceed $38,500,000, in
the form set forth in and ofherwise in accordance with the Junior Indeniure. The
2017 Series A-1 and 2017 Series A-2 Notes and the Junior Bonds shall be
executed by the manual or facsimile ggm@%@;r@ mf the @&tgf Manager, %E"ze Director

o

them {(each, an “Authorized Officer”) and aiﬁeat@@ by the maau&% or fagsimile
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signature of the City Clerk, in the form set forth in and otherwise in accordance
with the Funding Loan Agreement and the Junior Indenture.

3. The proposed form of Funding Loan Agreement (the “Funding Loan Agreement™,
among the Cily, Clibank, NA as funding lender (the “Funding Lender") and
U8, Bank National Association (mr such other financial institution selected by an
Authorized Officer), as fiscal agent (the "Fiscal Agent™, on file with the City Clerk,
is hereby approved. Each Authorized Officer is hereby authorized and directed,
for and in the name and on behalf of the Clity, fo execute and deliver the Funding
Loan Agreement and the City Clerk is hereby authorized and directed io attest to
the signature of any such Authorized Officer on sald Funding Loan Agreement, in
substantially said form, with such additions therefo or changes therein as
approved by any Authorized Officer upon consultation with fax and bond counse!
and the City Aftorney, such approval to be conclusively evidenced by the
execution and delivery thereof.

The dale, maturity date or dates {which shall not extend beyond 38 years from
the date of issuance, interest rate or rates (which shall not exceed 12%), interest
payment dates, denominations, form, registration privileges, manner of
axecution, place of payment; terms of prepayment and other terms of the Notes
shall be as provided in the Funding Loan Agreement as finally execuled.

4, The proposed form of Borrower Loan Agreement (the “Borrower Loan
Agresment”), among the City, the Borrower and the Funding Lender, on file with
the City Clerk, is hereby approved. Each Authorized Officer is hereby authorized
and directed, for and in the name and on behalf of the City, 1o execute and
deliver the Borrower Loan Agreement and the City Clerk is hereby authorized
and directed to attest to the signature of any such Authorized Officer on said
Borrower Loan Agreement, in substantially said form, with such additions thereto
or changes therein as approved by any Authorized Officer upon consuliation with
tax and bond counsel and the City Atlorney, such approval to be conclusively
evidenced by the execution and delivery thereof.

5. The proposed form of Junior Indenture of Trust {the “Junior Indenture”), by and
between the City and U.S. Bank National Association (or such other financial
institution selected by an Authorized Officer), as trustee (the “Trugtee™), on file
with the Cily Clerk, is hereby approved. Each Authorized Officer is hareby
atthorized and directed, for and in the name and on behalf of the Cly, to executs
and deliver the Junior indenture and the Cily Clerk is h@?@by authorized and
direcied to attest fo the signature of any such Authorized Officer on said Junior
indenture, in substantially said form, with such additions thereto or changes
therein as approved by any Authodzed Officer upon consultation with tax and
bond counsel and the Gity Attornay, such approval to be conclusively evidenced
by the execution and delivery thereof,
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The date, maturity date or dates (which shall not extend beyond 38 years from
the date of issuance, interest rate or rates (which shall not exceed 12%), interest
payment dates, denominations, form, registration privileges, manner of
execution, place of payment, terms of redemption and other terms of the Junior
Bonds shall be as provided in the Junior Indenture as finally executed.

B, The proposed form of Junior Loan Agreement (the “Junior Loan Agreement™),
among the Clly, the Trustee and the Borrower, on file with the Clty Clerk, is
hereby approved. Each Authorized Officer is hereby authorized and directed, for
and in the name and on behalf of the City, to execute and deliver the Junior Loan
therein as any such Authorized Officer may approve upon consuliation with tax
and bond counsel and the City Attorney, such approval to be conclusively
evidenced by the execution and delivery thereof.

7. The proposed form of Regulatory Agreement and Declaration of Restrictive
Covenants (the "Regulatory Agreement”) by and among the City, U.S. Bank
National Association, as fiscal agentfrustee (Fiscal Agent/Trustee) and the
Borrower, on file with the City Clerk, is hereby approved. The City's Director of
Housing and the Director of Finance are hereby authorized and directed, for and
in the name and on behalf of the Cily, fo execute and deliver the Regulatory
Agreement in substantially said form, with such additions thereto or changes
therain as sald officials may approve upon consultation with fax and bond
counsel and the Cily Attorney, such approval to be conclusively evidanced by the
execution and delivery thereof.

8. The proposed form of Junior Bond Purchase Agreement (the “Junior Bongd
Purchase Agreement’), by and among the City, Standard VDG Lender LLC, as
purchaser {the “Purchaser”) and the Borrower, on file with the City Clerk, is
heraby approved. Each Authorized Officer is hereby authorized and directed, for
and in the name and on behalf of the City, to execute and deliver the Junior Bond
Purchase Agreement in substantially said form, with such additions thereto and
changes therein as any such Authorized Officer may approve upon consuftation
with tax and bond counsel and the City Attorney, such approval to be
conclusively evidenced by the execution and delivery thereof.

g. The Junior Bonds, when exscuted, shall be delivered fo the Trustee for
authentication; and the Trustee is heraby requested and directed fo authenticate
the Junior Bonds by execuling the Trustee's certificate of authentication
appearing thereon, and o deliver the Junior Bonds, when duly exscuted and
authenticated, o or at the direction of the purchasers thereof in agcordance with
written instructions executed on behalf of each of the Authorized Officers, which
said officers are hereby authorized and directed, for and in the name and on
behalf of the City, 1o execute and deliver to the Trustee. Such instructions shall
provide for the delivery of the Junior Bonds o or at the direction of the
purchasers thereof, upon payment of the purchase price thereof.
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10.

11.

12.

All actions heretofore taken by the officers and agents of the City with respect to
the financing of the Project and the sale, delivery and issuance of the Obligations
are hereby approved, confirmed and ratified, and the proper officers of the City
are hereby authorized and directed, for and in the name and on behalf of the
City, to do any and all things and take any and all actions and execute and
deliver any and all certificates, agreements and other documents, including but
not limited o an endorsement of 2 note, bond and related documents, a tax
ceriificate and agreement and such other documents and agresments as
described in the Funding Loan Agreement, the Borrower Loan Agreement, the
Junior Indenture, the Junior Loan Agreement, the Junior Bond Purchase
Agreement ard the other documenis herein approved, which they, or any of
them, may deem necessary or advisabie in order to consummate the lawful
issuance and delivery of the Obligations, subject to the conditions set forth
herein, and to effectuate the purposes thereof and of the documents herein
approved in accordance with this resolution and resolutions heretofore adopted
by the City and otherwise in order to carry out the financing of the Project.

All consents, approvals, notices, orders, requests and other actions permitted or
required by any of the documents authorized by this resolution, whether before or
after the issuance and delivery of any Obligations, including without limitatibn any
of the foregoing that may be necessary or desirable in connection with any
defaull under or amendment of such documents, any transfer or other disposition
of the Froject, any addition or substitution of secwity for the Obligations or any
prepayment of the Notes or any redemption of the Junior Bonds, may be given or
taken by the Authorized Officers, as appropriate, without further authorization by
this City Council, and each of the Authorized Officers is hereby authorized and
directed to give any such consent, approval, nofice, order or request and to take
any such action that such officer may deem necessary or desirable to further the
purposes of this resolution and the financing of the Project; provided such action
shall not create any obligation or liability of the City other than as provided in the
Funding Loan Agreement and Junior Indenture and other documents approved
herein.

If any of the Authorized Officer is unavailable to execute the documents
hereinabove mentioned, a designee or authorizad deputy thereof shall be entitled
1o sign in the place of such Authorized Officer,
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13. Al resolutions or parts thereof in conflict herewith are, to the extent of such
conflict, hereby repealed.

ADOPTED this 27 day of May, 2017, by the following vote:

AYES:

NOES:
ABSENT:
DISQUALIFIED:

ATTEST:

ARENAS, CARRASCO, DAVIS, DIEP, JONES, JIMENEZ,
KHAMIS, T. NGUYEN, ROCHA,

NONE.
PERALEZ; LICCARDO.,
NONE, ,
o
&
oo Ko
SAM LICCARDO
hayor

TONI J. TABER, CMC
City Clerk
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City Clerk
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JUNIOR LOAN AGREEMENT

among

CITY OF SAN ] OSE,
as | ssuer

U.S. BANK NATIONAL ASSOCIATION,
as Trustee

and

BURNHAM VDG VENTURE LP, a California limited partnership,
as Borrower

Relatingto

$4,615,712
CITY OF SAN ] OSE
JUNIOR MULTIFAMILY HOUSING REVENUE BONDS
(VILLA DE GUADAL UPE APARTMENTS)
2017SERIES B

Dated as of May 1, 2017

All of the right, title and interest of the City of San J osé (except for its Unassigned Rights)
in and to this Junior Loan Agreement are being assigned to U.S. Bank National Association, as
Trustee, as security for the above+eferenced bonds pursuant to a certain Indenture dated as of
May 1, 2017.
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JUNIOR LOAN AGREEMENT

THIS JUNIOR LOAN AGREEMENT (this “Junior L can Agreement”), made and
entered into May 1, 2017, by and among the CITY OF SAN J OSE (the “Issuer”), a municipal
corporation and charter city, organized and existing under the laws of the State of California (the
“State”), U.S. BANK NATIONAL ASSOCIATION, a national banking association, organized
and operating under the laws of the United States of America (together with any successor trustees
appointed under the Indenture, the “Trustee”), and Burnham VDG Venture LP, a limited
partnershi p duly organi zed and existing under the |aws of the State of California (together with its
successors and assigns permitted hereunder, the B orrower™),

WITNESSETH:

WHEREAS, thelssuer is authori zed by Chapter 7 of Part 5 of Division 31 of the California
Health and Safety Code (the “Act’) to issue revenue bonds for the purpose of finandng, among
other things, the acquisition, rehabilitation and equipping of multifamily rental housing and for the
provision of capital improvements in connection therewith and determined necessary thereto; and

WHEREAS, the Barrower has requested the assistance of the City in financing the
acquisition, construction and development of an 10T-unit senior multifamily rental housing
development to be known as Villa De Guadalupe Apartments, located in the City of San J 0sé,
California (the “Project”), and as a condition to such financial assi stance the Borrower has agreed
to enter into a Regulatory Agreement and Declaration of Restrictive Covenants of even date
herewith (the “Regulatory Agreement”’) setting forth certain restrictions with respect tothe Project;
and

WHEREAS, the Issuer has determined to assist in the financing of the Project by issuing
itsJ unior Multifamily Housing Revenue Bonds (Villa De Guadalupe Apartments) 2017 Series B,
in the original aggregate principal amount of $4,615,712 (the “Bonds”), pursuant to a Junior
Indenture of Trust, dated as of May 1, 2017 (the “Indenture™), by and between the |ssuer and the
Trustee, and the Act, and making a subordinate lcan to the Borrower in the amount of the sum of
such principal amount (the “Junior Loan”), evidenced by a ) unior Promissory Note (the “Junior
Noate™) upon the terms and conditions set forth herein;

WHEREAS, the Borrower’s obligations under this Junior Loan, the J unior Note and this
Junior Loan Agreement are subordinate in all respects to all payment obligations under Senior
Transaction Documents (as defined in the Indenture) and the Issuer’s Multifamily Housing
Revenue Note (Villa De Guadalupe Apartments) 2017 Series A-1, in the original aggregate
principal amount of $28,980,000 and the Issuer’s Multifamily Housing R evenue Note (Villa De
Guadal upe A partments) 2017 Series A-2, in the original aggregate principal amount of $8,720,000
(collectively, the “Senior | ssuer Notes™), i ssued pursuant to the Funding L oan Agreement dated as
of May 1, 2017 (the "Senior Funding Loan Agreement”) between the Issuer, the Trustee and
Citibank, N.A., as Senior Funding Lender;

NOW, THEREFORE, for and in consideration of the mutual covenants and
representations hereinafter contained, the parties hereto agree as follows:



ARTICLE |
DEFINITIONS

Section 1.1. Definitions. All words and phrases (except for “Event of Default”) defined
in the Indenture shall have the same meanings for the purposes of thisJ unior Loan Agreement. In
addition to the words and phrases defined in the Indenture and elsewhere herein, the following
words and phrases shall have the following meanings:

“Event of Default” means any of those events specified in and defined by the applicable
provisions of Artide VII hereof to constitute an event of default.

“Junior Loan Agreement” means this Junior Loan Agreement, together with any
amendments hereto.

“Taxes” means all taxes, water rents, sewer rents, assessments and other governmental or
municipal or public or private dues, fees, charges and levies and any liens (including federal tax
liens) which are or may be levied, imposed or assessed upon the Project or any part thereof, or
upon any leases pertaining thereto, or upon the rents, issues, income or profits thereof, whether
any or al of the aforementioned be levied directly or indirectly or as excise taxes or as income
taxes.

Section 1.2. Interpretation. Words of the masculine gender shall be deemed and
construed to incude correlative words of the feminine and neuter genders. W ords i mporting the
singular number shall include the plural number and vice versa unless the context shall otherwise
indicate. Words importing persons include firms, partnerships, limited liability companies, joint
ventures, associations and corporations. References to Articles, Sections and other subdivisions
of this] unior Loan A greement are the Articles, sections and other subdivisions of this ] unior Loan
Agreement as originally executed.

The terms “herein,” “hereunder,” “hereby,” “hereto,” “hereof” and any similar terms refer
to thisJ unior Loan Agreement; the term “heretofore” means before the date of execution of this
Junior Loan Agreement; and the term “hereafter” means after the date of execution of thisJunior
L can A greement.

ARTICLE I

REPRESENTATIONS, WARRANTIES AND COVENANTS

Section 2.1. Representations, Warranties and Covenants of the |ssuer. The Issuer
makes the following representations, warranties and covenants.

(a) The Issuer is a public body, corporate and politic, organized and existing under the
laws of the State.

(b The Issuer has all necessary power and authority to issue the Bonds and to execute
and deliver this J unior Loan Agreement, the Indenture, and the other Junior Loan Documents to
which itis a party, andto performits duties and discharge its obligations hereunder and thereundler.

2
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(© The | ssuer has taken all action on its part for the issuance of the Bonds and for the
execution and delivery thereof.

(d Each of the Junior Loan Documents to which the Issuer is a party has been duly
validly authorized, executed and delivered by the Issuer and, assuming due authorization,
execution and delivery by the other parties thereto, constitutes the legal, valid and binding
obligation of the Issuer enforceable against the Issuer in accordance with its respective terms,
subject to bankruptcy, insolvency, reorganization, moratorium and other similar [aws affecting the
rights of creditors generally and general equitable principles.

(e Tothe best knowledge of the | ssuer, the Issuer has complied with the provisions of
the Act and the laws of the State which are prerequisites to the consummation of the transactions
on the part of the I ssuer described or contemplated in the J unior Loan Documents. To the best
knowledge of the | ssuer, the execution and delivery of the Bonds and the J unior L oan Documents
to which the Issuer is a party, the consummation of the transactions on the part of the |ssuer
contempl ated thereby and the fulfillment of or compliance with the terms and conditions thereof
do not conflict with or result in the breach of any of the terms, conditions or provisions of any
agreement or instrument or judgment, order or decree to which the |ssuer is now a party or by
which it is bound, nor do they constitute a default under any of the foregoing or result in the
creation or imposition of any prohibited lien, charge or encumbrance of any nature upon any
property or assets of the | ssuer under the terms of any instrument or agreement.

() To the best knowledge of the | ssuer, no authorization or approval or other action
by, and no natice to or filing with, any governmental authority or regulatory body is required for
the due execution and delivery by the | ssuer of, and performance by the I ssuer of its obligations
under, any of the Junior Loan Documents, which has not been obtained.

(g To the best knowledge of the | ssuer, there is no action, suit, proceeding, inquiry or
investi gation pending or threatened against the | ssuer by or before any court, governmental agency
or public board or body, nor, to the |ssuer’s knowledge, any basis therefor, which (i) affects or
questions the existence or the territorial jurisdiction of the Issuer or the title to office of any
member of the governing body of the I ssuer; (ii) affects or seeks to prohihit, restrain or enjoin the
execution and delivery of any J unior Loan Documents or the issuance, execution or delivery of the
Bonds, as applicable; (iii) affects or questions the validity or enforceahility of the Bonds; or (iv)
questions the power or authority of the | ssuer to performits obligations under the B onds or to carry
out the transactions contemplated by the B onds and the J unior Loan Documents.

It is expressly acknowledged that the Issuer makes no representation as to the financial
position or business condition of the Borrower and does nat represent or warrant as to any of the
statements, materials (financial or otherwise), representations or certifications furnished or to be
made and furnished by the Borrower in connection with the issuance, execution and delivery of
the Bonds, as applicable, or as to the correctness, completeness or accuracy of such statements.

Section 2.2. Representations, Warranties and Covenants of the Borrower. The
Borrower makes the foll owing representations, warranties and covenants, all of which, together
with the other representations and agreements of the Borrower contained in this Junior Loan
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Agreement, are relied upon by the | ssuer and the Trustee and serve as a basis for the undertakings
of the I ssuer and the Trustee contained in thisJ unior Loan Agreement:

(@ The Borrower is a limited partnership duly organized, validly existing and in good
standing under the laws of the State of California and duly qualified to conduct its business under
the laws of the State and in every other state in which the nature of its business requires such
qualification, has full legal right, power and authority to enter into this Junior Loan Agreement
and the cother Junior Loan Documents, and to carry out and consummate al transactions
contempl ated hereby and by the ather J unior Loan Documents, and by proper partnership action
has duly authorized the execution, delivery and performance of this Junior Loan Agreement and
the other Junior Loan Documents. All general partners, if any, of the Borrower are duly
incorporated, organized and in good standing under the laws of their respective states of
organi zation and are duly qualified to transact business in the State.

(b The Borower has the legal right, power and authority to (i) own its properties and
assets, including, but not limited to, the Project, (ii) to carry onits business as now being conducted
and the B orrower contemplates it to be conducted with respect to the Project and (iii) execute and
deliver, carry out its obligations under, and close the transactions provided for in, the Junior Loan
Documents towhich it is a party.

(© The officers of the Borrower executing this J unior Loan Agreement and the other
Junior Loan Documents are duly and properly in office and fully authorized to execute the same.
This Junior Loan Agreement and the other Junior Loan Documents have been duly authori zed,
executed and delivered by the Borrower and, assuming due authorization, execution and delivery
by the other parties thereto, will constitute the legal, valid and binding agreements of the B orrower
enforceable against the Borrower; except in each case as enforcement may be limited by
bankruptcy, insolvency or other laws affecting the enforcement of creditors’ rights generally, by
the application of equitable prindples regardless of whether enforcement is sought in a proceeding

at law or in equity and by public policy.

(d No consent or approval of any trustee or holder of any indebtedness of the
B orrower, and tothe best knowledge of the B orrower and with respect to the B orrower, no consent,
permission, authorization, order or license of, or filing or registration with, any governmental
authority (except with respect to any state securities or “blue sky” laws) is necessary in connection
with the execution and delivery of this ] unior L oan Agreement or the other | unior L can Documents
or the consummation of any transaction herein or therein contemplated, or the fulfillment of or
compliance with the terms and condiitions hereof or thereof, except as have been obtained or made
and as are in full force and effect.

(e The execution and delivery of this Junior Loan Agreement and the other Junior
Loan Documents, the consummation of the transactions herein and therein contemplated and the
fulfillment of or compliance with the terms and conditions hereof and thereof, will not conflict
with or constitute a violation or breach of or default (with due notice or the passage of time or
both) under (i) the organizational or other governing documents of the Borrower or to the best
knowledge of the Borrower and with respect to the Borrower, (ii) any applicable law or
administrative rule or regulation, or any applicable court or admini strative decree or order, (iii) any
mortgage, deed of trust, Junior Loan Agreement, lease, contract or other agreement or i nstrument
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towhich the Borrower is a party or by which it or its properties or assets are otherwi se subject or
bound, or (iv), except as provided in the Junior Loan Documents, result in the creation or
imposition of any lien, charge or encumbrance of any nature whatsoever upon any of the property
or assets of the Borrower, which conflict, violation, breach, default, lien, charge or encumbrance
might have consequences that would materialy and adversely affect the consummation of the
transactions contemplated by this Junior Loan Agreement or the Junior Loan Documents, or the
financial condition, assets, properties or operations of the Borrower.

H There is no action, suit, proceeding, inquiry or investigation, before or by any court
or federal, state, municipal or other governmental authority, pending, or to the knowledge of the
Borrower, after reasonable investigation, threatened, against or affecting the Borrower or the
assets, properties or operations of the B orrower which, if determined adversely to the Borrower or
its interests, would have a material adverse effect upon the consummation of the transactions
contemplated by, or the validity of, this Junior Loan Agreement or the other Junior Loan
Documents or upon the financial condition, assets, properties or operations of the B orrower, and
the Borrower is not in default (and no event has occurred and is continuing which with the giving
of natice or the passage of time or both could constitute a default) with respect to any order or
decree of any court or any order, regulation or demand of any federal, state, municipal or cther
governmental authority, which default might have consequences that would materially and
adversely affect the consummation of the transactions contemplated by this Junior Loan
Agreement or the other Junior Loan Documents or the financial condition, assets, properties or
operations of the Borrower. All tax returns (federal, state and local) required to be filed by or on
behalf of the Borrower have been filed, and all taxes shown thereon to be due, including interest
and penalties, except such, if any, as are being actively contested by the Borrower in good faith,
have been paid or adequate reserves have been made for the payment thereof which reserves, if
any, are reflected in the audited financial statements described therein. The Borrower enjoys the
peaceful and undisturbed possession of all of the Property.

(9 The Project and the operation of the Project (in the manner contemplated by the
Junior Loan Documents) conformwith the requirements of the Act aswell as all applicable zoning,
planning, building and environmental laws, ordinances and regulations of governmental
authorities having juri sdiction over the Project.

(h The B orrower has filed or caused to be filed all federal, state and local tax returns
which are required to be filed or has olxained appropriate extensions therefor, and has paid or
caused to be paid all taxes as shown on said retums or on any assessment received by it, to the
extent that such taxes have become due.

(i) The Borrower is nat in default in the performance, observance or fulfillment of any
of the obligations, covenants or conditions contained in any agreement or instrument to which it
is a party which default would materially adversely affect the transactions contemplated by the
Junior Loan Documents or the operati ons of the B orrower or the enforceability of the J unior Loan
Documents to which the Borrower is a party or the ability of the Borrower to perform all
obligations thereunder.

(J) The Borrower agrees to pay all costs of maintenance and repair, all Taxes and
assessments, insurance premiums (including public liability insurance and insurance against
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damage to or destruction of the Project) concerning or in any way related to the Project, or any
part thereof, and any expenses or renewals thereof, and any other governmental charges and
impositions whatsoever, foreseen or unforeseen, and all utility and ather charges and assessments
concerning or in any way related to the Project.

(k) If the Borrower is a partnership, all of the partnership interests in the Borrower are
validly issued and are fully registered, if required, with the applicable governmental authorities
andfor agencies, and, except as set forth in the Borrower’ s Partnership Agreement, there are no
outstanding options or rights to purchase or acquire those interests. If the Borrower is a limited
liability company, all of the ownership interests in the Borrower are validly issued and are fully
registered, if required, with the applicable governmental authorities and/or agencies, and there are
no outstanding options or rights to purchase or acquire those interests. Nothinginthis]unior Loan
Agreement shall prevent the Borrower from issuing additional partnership interests or ownership
interests if such units are issued in accordance with all applicable securities laws, provided such
issuance is in accordance with the Borrower’ s Partnership Agreement.

o The representations and warranties of the Borrower contained in the R egulatory
Agreement are true and accurate.

(m)  The information, statements or reports furnished in writing to the Issuer by the
B orrower in connection with this J unior Loan A greement or the consummation of the transactions
contemplated hereby do not contain any untrue statement of a material fact or omit to state a
material fact necessary to make the statements contained therein, in light of the drcumstances
under which they were made, not misleading; and the representations and warranties of the
Borrower and the statements, information and descriptions contained in the Borrower’s closing
certificates, as of the Closing Date, are true and correct in all material respects, do not contain any
untrue statement of a material fact, and do not omit to state a material fact necessary to make the
representati ons, warranties, staterments, informati on and descripti ons contained therein, in the light
of the circumstances under which they were made, not misleading: and any estimates or the
assumptions contained in any certificate of the Borrower delivered as of the Closing Date are
reasonable.

(n) The Borrower acknowledges that (i) it understands the nature and structure of the
transactions relating to the financing of the Project, (ii) it is familiar with the provisions of all of
the documents and instruments relating to the financing, (iii) it understands the risks inherent in
such transactions, including without limitation the risk of loss of the Project, and (iv) it has not
relied on the I ssuer or the Trustee for any guidance or expertise in analyzing the financial or other
consequences of the transactions contempl ated by the J unior Loan Documents or otherwise relied
on the | ssuer or the Trustee in any manner.

(0) The Borrower covenants to pay all third-party fees of the financing, including but
not limited to the fol lowing:

(i) All taxes and assessments of any type or character charged to the | ssuer or
to the Trustee affecting the amount available to the I ssuer or the Trustee from payments to
be received hereunder or in any way arising due to the transactions contemplated hereby
(including taxes and assessments assessed or levied by any public agency or governmental
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authority of whatsoever character having power tolevy taxes or assessments) but excluding
franchi se taxes based upon the capital and/or income of the Trustee and taxes based upon
or measured by the net income of the Trustee or the |ssuer; provided, however, that the
Borrower shall have the right to protest any such taxes or assessments and to require the
I ssuer or the Trustee, at the Borrower’ s expense, to protest and contest any such taxes or
assessments levied upon them and that the Borrower shall have the right to withhold
payment of any such taxes or assessments pending disposition of any such protest or
contest unless such withholding, protest or contest would adversely affect the rights or
interests of the | ssuer or the Trustee;

(i) All fees, charges and expenses of the Trustee for services rendered under
the Indenture, as and when the same become due and payable;

(iii)  The portion of the annual fee of the Issuer attributable to the Bonds (in
addition to the fee attributable to the Senior Issuer Notes, which shall be payable in
accordance with and pursuant to the Senior Transaction Documents), payable as set forth
in Section 7 of the R egulatory Agreement, and the fees and expenses of the | ssuer or any
agents, attorneys, accountants, consultants selected by the Issuer to act on its behalf in
connectionwith this] unior Loan A greement, the R egulatory Agreement or the ) unior Loan
Documents, i ncluding, without limitation, any and all expenses incurredin connection with
the authorization, issuance and delivery of the Bonds, as applicable, or in connection with
any litigation which may at any time be instituted invalving this J unior Loan Agreement,
the Regulatory Agreement, or the Junior Loan Documents or any of the other documents
contempl ated thereby, or in connection with the reasonable supervision or i nspection of the
Borrower, its properties, assets or operations or otherwise in connection with the
administration of the foregoing (except to the extent any such fees or expenses are payable
as a result of the gross negligence or willful misconduct of the Issuer): and

(iv)  These obligations and those in Section 6.1 shall remain valid and in effect
notwithstanding repayment of the locan hereunder or termination of this Junior Loan
Agreement or the Indenture.

Section 2.3. Representations and Warranties of the Trustee. The Trustee makes the
following representations and warrarties:

(@ The Trustee is a national banking association, duly organi zed and existing under
the laws of the United States of America. The Trustee is duly authorized to act as a fiduciary and
to execute the trust areated by the Indenture, and meets the qualifications to act as Trustee under
the Indenture.

(b The Trustee has complied with the provisions of law which are prerequisite to the
consummati on of, and has all necessary power (i ncluding trust powers) and authority (i) to execute
and deliver this Junior Loan Agreement and the other Junior Loan Documents towhich itis a
party, (ii) to perform its obligations under this Junior Loan Agreement and the other J unior Loan
Documents to which it is a party, and (iii) to consummate the transactions contermplated by this
Junior Loan Agreement and the other J unior Loan Documents towhich it is a party.
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(© The Trustee has duly authorized (i) the execution and delivery of thisJ unior Loan
Agreement and the other Junior Loan Documents to which it is a party, (ii) the performance by
the Trustee of its obligations under this Junior Loan Agreement and the other Junior Loan
Documents to which it is a party, and (iii) the actions of the Trustee contemplated by this Junior
L oan A greement and the other J unior L oan Documents towhich it is a party.

(d Each of the Junior Loan Documents to which the Trustee is a party has been duly
executed and delivered by the Trustee and, assuming due authorization, execution and delivery by
the other parties thereto, constitutes a valid and binding obligation of the Trustee, enforceable
against the Trustee in accordance with its terms, except as enforceability may be limited by
bankruptcy, insolvency, reorganization, moratorium and other similar laws affecting the rights of
creditors generally and by general principles of equity (regardless of whether such enforceability
is considered in a proceeding in equity or at law).

(e No approval, permit, consent, authorization or order of any court, governmental
agency or public board or body not already obtained is required to be obtained by the Trustee as a
prerequisite to (i) the execution and delivery of this J unior Loan Agreement and the other J unior
Loan Documents to which the Trustee is a party (ii) the authentication or delivery of the Bonds,
(iii) the performance by the Trustee of its obligations under this | unior Loan Agreement and the
other Junior Loan Documents towhich itis a party, or (iv) the consummation of the transactions
contempl ated by this J unior Loan Agreement and the cther Junior Loan Documents to which the
Trustee is a party. The Trustee makes no representation or warranty relating to compliance with
any federal or state securities laws.

Section 2.4. Tax Covenants of the Borrower. The Borrower covenants and agrees that:

(a) ltwill at all times comply with the terms of the Tax Certificate and the R egul atory
Agreement;

(b It will not take, or permit to be taken on its behalf, any action which would cause
the interest payable on the Bonds to be included in gross income, for federal income tax purposes,
and will take such action as may be necessary in the opinion of Bond Counsel to continue such
exclusion from gross income, including, without limitation, the preparation and filing of all
staterments required to be filed by it in order to maintain the exclusion (including, but not limited
to, the filing of all reports and certifications required by the Regul atory Agreement);

(© No changes will be made to the Prgject, no actions will be taken by the Borrower
and the Borrower will not omit to take any actions, which will in any way adversely affect the tax-
exempt status of the Bonds;

(d ltwill comply with the requirements of Section 148 of the Code and the Regulations
issued thereunder throughout the term of the Bonds and will not make any use of the proceeds of
the Bonds, or of any other funds which may be deemed to be proceeds of the Bonds under the
Code and the related regulations of the United States Treasury, which would cause the Bonds to
be " arhitrage bonds” within the meaning of Section 148 of the Code;

(e If the Borrower becomes aware of any situation, event or condition which would,
to the best of its knowledge, result in the interest on the Bonds becoming includable in gross
8
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income for purposes of federal income tax purposes, it will promptly give written natice of such
dircumstance, event or condition to the Issuer and the Trustee.

In the event of a conflict between the terms of this Section 2.4 and the Tax Certificate, the
terms of the Tax Certificate shall control.

Section 2.5. Enforcement of J unior Loan Documents. The Trustee may enforce and
take all reasonable steps, actions and the proceedings necessary for the enforcement of all terms,
covenants and conditions of the J unior Loan Documents as and to the extent set forth therein.

ARTICLE I

THE JUNIOR LOAN

Section 3.1. ConditionstoF undingthe] unior Loan. TheJ unior Loan shall be deermed
funded upon delivery of the Carryback Loan and J unior Note (representing the purchase price of
the Bonds) and satisfaction of the following conditions:

(@ The Borrower shall have executed and delivered to the | ssuer the J unior Note in the
form attached hereto as E xhibit A, with only such changes therein as shall be approved in writing
by the | ssuer, and the | ssuer shall have endorsed the J unior Note to the Trustee;

(b The Junior Mortgage shall have been executed and delivered by the Borrower and
delivered to the title company for recording in the appropriate office for officially recording real
estate documents in the jurisdiction in which the Project is located (the "R ecorder’ s Office”);

(© The Regulatory Agreement shall have been executed and delivered by the parties
thereto and shall have been delivered to the title company for recording in the Recorder’s Office,
and the Trustee shall have received evidence satisfactory to it of such delivery;

(d All other Junior Loan Documents not listed above shall have been executed and
delivered by all parties thereto and delivered to the Trustee; and

(e) The Borrower shall have delivered to the Trustee and the |ssuer an opinion of its
counsel or other counsel satisfactory to the Trustee and the | ssuer.

Section 3.2. Terms of theJ unior Loan. TheJunior Loan shall (i) be evidenced by the
Junior Note; (ii) be initially secured by the Junior Mortgage; (iii) be in the original aggregate
principal amount of $4,615,712; (iv) bear interest as provided in the Junior Note; (v) provide for
principal and interest payments in accordance with the J unior Note; and (vi) be subject to optional
and mandatory prepayment at the times, in the manner and on the terms, and have such cther terms
and provisions, as provided herein and in the Junior Note.

Section 3.3. Assignmentto Trustee. The parties hereto acknowledge, and the Borrower
consents to, the assignment by the Issuer to the Trustee pursuant to the Indenture of all of the
I ssuer’ s right, title and interest in thisJ unior Loan Agreement (excluding the Unassigned Rights),
the J unior Loan, the | unior Mortgage and the R evenues as security for the payment of the prind pal
of, and interest on the B onds.
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Section 3.4. |nvestment of Funds. Except as otherwise provided in the Indenture, any
money held as a part of any fund or account establi shed under the Indenture shall be invested or
reinvested by the Trustee in Qualified Investments in accordance with the Indenture.

Section 3.5. Damage; Destruction and E minent Domain. If, prior to payment in full
of the Bonds, the Project or any portion thereof is destroyed or damaged in whole or in part by fire
or other casualty, or title to, or the temporary use of, the Project or any portion thereof shall have
been taken by the exercise of the power of eminent domain, and the Issuer, the Borrower, or the
Trustee receives Net Proceeds from insurance or any condemnation award in connection therewith,
such Net Proceeds shall be utilized, after satisfaction of al payment requirements of the Senior
Transaction Documents, as provided in the J unior Loan Documents and the Indenture.

ARTICLE IV
LOAN PAYMENTS
Section 4.1. Payments Under the ] unior Nate; | ndependent Obligation of B orrower.

(a) The Borrower agrees to repay the J unior Loan as provided in the J unior Note, and
in all instances at the times and in the amounts necessary to enable the Trustee, on behalf of the
I ssuer, to pay all amounts payable with respect to the Bonds, when due, whether at maturity or
upon redemption, acceleration or atherwise. The obligation of the B orrower to make the payments
set forth in this Artidle IV shall be an independent and separate obligation of the Borrower from
its obligation to make payments under the J unior Note, provided that in all events payments made
by the Borrower under and pursuant to the J unior Note shall be credited against the Borrower’s
obligations hereunder on a dollarfor-dollar basis. |f for any reason the Junior Note or any
provision of the Junior Note shall be held invalid or unenforceable against the Borrower by any
court of competent jurisdiction, the Junior Note or such provision of the Junior Note shall be
deemed to be the obligation of the Borrower pursuant to this J unior Loan Agreement to the full
extent permitted by |law and such holding shall not invalidate or render unenforceable any of the
provisions of this Article IV and shall not serve to discharge any of the Borrower’s payment
obligations hereunder or eliminate the credit against such obligations to the extent of payments
made under the J unior Note.

(b The obligations of the Borrower to repay the Junior Loan, to perform all of its
obligations under the J unior Loan Documents, to provide indemnification pursuant to Section 6.1
hereof, to pay costs, expenses and charges pursuant to Section 4.2 hereof and to make any and all
other payments required by this J unior Loan Agreement, the Indenture or any other documents
contemplated by this J unior Loan Agreement or by the Junior Loan Documents shall, subject to
the l[imitations set forth in Section 5.1 hereof, be absol ute and unconditional and shall not be subject
to diminution by setoff, recoupment, counterclaim, abatement or otherwise.

(0 Notwithstanding anything contained in any other provision of this Junior Loan
Agreement to the contrary (but subject to the provisions of Section 5.1 hereof and the | ntercreditor
Agreement), the following obligations of the Borrower shall be and remain the joint and several
full recourse obligations of the Borrower and each of the Borrower’s general partners, payable
from and enforceable against any and all income, assets and properties of the Borrower: (i) the

10

OHSUSA:766459/783.7



Borrower's ohligations to the Issuer and the Trustee under Section 4.2 of this Junior Loan
Agreement; (ii) the Borrower’ s obligations under Section 6.1 of this J unior L can Agreement; and
(iii) the Borrower’ s obligation to pay legal fees and such expenses under Section 7.4 of this] unior
L oan Agreement.

Section 4.2. Payment of Certain F ees and E xpenses Under the ] unior Note.

(a) The Borrower shall pay (or cause to be paid by the Trustee), in consideration of the
funding of the Junior Loan, the following fees, expenses and other money payable in connection
with the J unior Loan;

(i) On or prior to the Closing Date, to the Issuer, an initial financing fee
atributable to the Bonds (in addition to the fee attributable to the Senior |ssuer Notes,
which shall be payable in accordance with and pursuant to the Senior Transaction
Documents) in an amount equal to $-05 together with all third-party and out-ofqocket
expenses of the | ssuer (including but not limited to the fees and expenses of counsel tothe
[ ssuer) in connection with the J unior Loan and the issuance of the Bonds.

(in) On the Closing Date, to the Trustee, an acceptance fee attributable to the
Bonds (in addition to the fee attributabl e to the Senior | ssuer Notes, which shall be payable
in accordance with and pursuant to the Senior Transaction Documents) in an amount equal
to $0, together with all third party and out-ofHpocket expenses of the Trustee (induding but
not limited to the fees and expenses of counsel to the Trustee) in connection with theJ unior
L oan and the issuance of the B onds.

(iii)  All other fees and expenses of the Trustee and the Issuer described in
Sections 2.2(0)(ii) and 2.2(0)(iii) herecf.

Sediion 4.3. Reserved.

Section 4.4. Prepayment of J unior Loan. The Borrower shall have the option to prepay
the Junior Loan in full or in part prior to the payment and discharge of all the outstanding B onds
on any Business Day in accordance with the provisions of the Indenture, this Junior Loan
Agreement and the J unior Note, without the payment of any premium or fee. The Borrower shall
be required to prepay the Junior Loan in each case that Bonds are required to be redeemed in
accordance with the terms and conditions set forth in the I ndenture.

The Bonds are subject to redemption in accordance with the terms and conditions set forth
in the Indenture. In connection with any prepayment, whether optional or mandatory, in addition
to all other payments required under the J unior Note or the Indenture, the B orrower shall pay an
amount sufficient to pay the redemption price of the Bonds to be redeemed, induding prindipal
and interest, and further including any interest to accrue with respect to the J unior Loan and such
B onds between the prepayment date and the redempti on date, together with a sum sufficient to pay
all fees, costs and expenses in connection with such redemption and, in the case of redemptionin
whole, to pay all other amounts payable under this J unior Loan Agreement and the I ndenture. The
B orrower shall provide notice of the prepayment to the Issuer, and the Trustee in writing ten (10)
days, or such shorter time as is possibl e in the case of mandatory prepayments, prior to the date on
which the Borrower will make the prepayment. Each such notice shall state, to the extent such
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information is available, (a) the amount to be prepaid, and (b) the date on which the prepayment
will be made by the B orrower.

Section 4.5. Borrower’s Obligations Upon Redemption. In the event of any
redempion, the Borrower will timely pay, to the Trustee an amount equal to the principal amount
of such Bonds or portions thereof called for redemption, together with interest accrued to the
redemption date. Inaddition, the Borrower will timely pay all fees, costs and expenses associated
with any redemption of B onds.

ARTICLE V

SPECIAL COVENANTS OF BORROWER

Section 5.1. Performance of Obligations. The Borrower shall keep and faithfully
performall of its covenants and undertakings contained herein and in the J unior Loan Documents,
including, without limitation, its obligations to make all payments set forth herein and therein in
the amounts, at the times and in the manner set forth herein and therein.

Except as otherwise provided herein or in the Junior Loan Documents, the obligations of
the Borrower under this Junior Loan Agreement are non—+ecourse liabilities of the Borrower and
its partners. However, nothing in this Section 5.1 shall limit the right of the | ssuer or the Trustee
to proceed against the Borrower to recover any fees owing to any of them or any actual out-of-
pocket expenses (including but not limited to actual out-ofpocket attorneys’ fees incurred by any
of them) incurred by any of them in connection with the enforcement of any rights under this
Junior Loan Agreement or the other J unior Loan Documents. [n any action or proceeding brought
with respect to the Junior Loan or the Bonds, no deficiency or other money judgment shall be
enforced against the Borrower or any partner of the Borrower or any successor or assign of the
B orrower, and any judgment obtained shall be enforced only against the Project and other property
of the Borrower encumbered by the J unior Loan Documents and not agai nst the B orrower or any
partner of the Borrower or any successor or assign of the Borrower.

Section 5.2. Compliance With Applicable Laws. All work performed in connection
with the Project shall be performed in strict compliance with all applicable federal, state, county
and municipal laws, ordinances, rules and regulations now in force or that may be enacted
hereafter.

Section 5.3. Indenture Provisions. The execution of thisJunior Loan Agreement shall
constitute conclusive evidence of approval of the Indenture by the Borrower. W henever the
Indenture by its terms imposes a duty or obligation upon the Borrower, such duty or obligation
shall be binding upon the B orrower to the same extent as if the B orrower were an express party to
the Indenture, and the Borrower shall carry out and perform al of its obligations under the
Indenture as fully as if the Borrower were a party to the Indenture.

Section 5.4. Intentionally Omitted.
Section 5.5. Borrower toMaintain | ts EXistence. The Borrower agrees to maintain its

exi stence and maintain its current legal status with authority to own and operate the Project.
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Section 5.6. Borrower toRemain Qualifiedin State and Appoint Agent. The Borower
will remain duly qualified to transact business in the State and will maintain an agent in the State
on whom service of process may be made in connection with any actions against the B orrower.

Section 5.7. Sale or Other Transfer of Project. The Borrower may convey and transfer
the Project only upon strict compliance with the provisions of the Senior Transaction Documents,
the R egulatory Agreement and the Junior Loan Documents.

Section 5.8. Right to Perform Borrower’s Obligations. In the event the Borrower fails
to perform any of its obligations under this ] unior L oan Agreement, and during the continuance of
any Event of Default the | ssuer or the Trustee, after giving requisite notice, if any, may, but shall
be under no ohligation to, perform such obligation and pay all costs related thereto, and all such
costs so advanced by the Issuer or the Trustee shall become an additional obligation of the
Borrower hereunder, payable on demand and if not paid on demand with interest thereon at the
default rate of interest payable under the J unior L ocan Documents.

Section 5.9. Notice of Certain Events. The Borrower shall promptly advise the | ssuer
and the Trustee inwriting of the occurrence of any Event of Default hereunder or any eventwhich,
with the passage of time or service of notice or both, would constitute an Event of Default,
spedi fying the nature and period of existence of such event and the actions being taken or proposed
to be taken with respect thereto.

Section 5.10. Survival of Covenants. The provisions of Sections 2.4, 4.2, 6.1 and 7.4 of
this]J unior Loan Agreement shall survive the expiration or earlier termination of thisJunior Loan
Agreement and, with regard to the Trustee, the resignation or removal of the Trustee.

Section 5.11. AccesstoProject; Records. Subject to reasonable natice, the | ssuer and the
Trustee, and the respective duly authori zed agents of each, shall have the right (but not any duty
or obligation) at all reasonable times and during normal business hours: (a) to enter the Project and
any other |ocation containing the records relating to the B orrower, the Project, the J unior L oan and
the Borrower’ s compliance with the terms and conditions of the Junior Loan Documents; (b) to
inspect and audit any and all of the Borrower’ s records or accounts pertaining to the Borrower, the
Project, the] unior Loan and the B orrower’ s compliance with the terms and conditions of the J unior
L oan Documents; and (€) to require the Borrower, at the Borrower’s sole expense, (i) to furnish
such documents to the | ssuer and the Trustee, as the | ssuer or the Trustee, as the case may be, from
time to time, deems reasonably necessary in order to determine that the provisions of the Junior
L can Documents have been complied with and (ii) to make copies of any records that the | ssuer
or the Trustee or the respective duly authorized agents of each, may reasonably require. The
Borrower shall make available to the Issuer and the Trustee, such information concerning the
Project, the Junior Mortgage and the Junior Loan Documents as any of them may reasonably
request.

Sedtion 5.12. Reserved.

Section 5.13. Damage, Destruction and Condemnation. If prior to full payment of the
B onds (or provision for payment of the Boonds in accordance with the provisions of the Indenture)
the Project or any portion of it is destroyed (in whole or in part) or is damaged by fire or other
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casualty, or title to, or the temporary use of, the Project or any portion of it shall be taken under
the exercise of the power of eminent domain by any governmental body or by any person, firm or
corporation acting under governmental authority, or shall be transferred pursuant to an agreement
or settlement in lieu of eminent domain proceedings, the Borrower shall neverthel ess be obligated
to continue to pay the amounts specified in this J unior Loan A greement and in the J unior Note to
the extent the Junior Loan is not prepaid in accordance with the terms of the Junior Loan
Documents.

Section 5.14. Obligation of the Borrower to Acquire and Construct the Project. The
Borrower shall proceed with reasonable dispatch to complete the acquisition, rehabilitation,
development and equipping of the Project. If amounts on deposit in the Junior Loan Fund
designated for the Project and available to be disbursed to the Borrower are not sufficient to pay
the costs of such acquisition, rehabilitation, development and equipping, the Borrower shall pay
such additional costs fromits own funds. The Borrower shall hot be entitled to any reimbursement
from the Issuer, the Trustee, or the Bondhalders in respect of any such costs o to any diminution
or abatement in the repayment of theJ unior Loan. Neither of the Trustee nor the | ssuer makes any
representation or warranty, either express or implied, that money, if any, which will be paid into
the J unior Loan Fund or otherwise made available to the Borrower will be sufficient to complete
the rehabilitation of the Project, and neither of the Trustee nor the Issuer shall be liable to the
B orrower, the Bondholders or any other person if for any reason the Project i s not completed.

ARTICLE VI

INDEMNIFICATION

Section 6.1. Indemnification. (a) To the fullest extent permitted by law, the B orrower
agrees to indemnify, hod harmless and defend the | ssuer, the Trustee, and each of their respective
officers, governing members, directors, officials, employees, attorneys and agents (collectively,
the “Indemnified Parties’), against any and all losses, damages, claims, actions, liabilities, costs
and expenses of any conceivable nature, kind or character (induding, without limitation,
reasonable attormeys’ fees, litigation and court costs, amounts paid in settlement (to the extent that
the Borrower has consented to such settlement) and amounts paid to discharge judgments) and
amounts paid to discharge judgments) to which the Indemnified Parties, or any of them, may
becorme subject under or any statutory law (including federal or state securities laws) or at cormmon
law or otherwise, arising out of or based upon or in any way relating to:

(i) the Bonds, the Junior Loan Documents, or the execution or amendment
hereof or thereof or in connection with transactions contermplated hereby or thereby,
including, as applicable, the issuance, issuance, sale or resale of the Bonds;

(in) any act or omission of the Borrower or any of its agents, contractors,
servants, employees or licensees in connection with the Project, the operation of the
Project, or the condition, environmental or otherwi se, occupancy, use, possession, conduct
o management of work done in or about, or from the planning, design, acquisition,
installation or construction of, the Project or any part thereof;
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(iii)  any lien (cther than a permitted encumbrance) or charge upon payments by
the Borrower to the Issuer and the Trustee hereunder, or any taxes (induding, without
limitation, all ad valoremtaxes and sales taxes), assessments, imposi tions and other charges
imposed on the Issuer or the Trustee in respect of any portion of the Project (other than
income and similar taxes on fees received or earned in connection therewith);

(iv) any vidation of any environmenta regulations with respect to, or the
release of any hazardous substances from, the Project or any part thereof during the period
in which the Borrower is in possession or control of the Project;

V) the enforcement of, or any action taken by, the Issuer or the Trustee related
to remedies under, this ] unior Loan Agreement or the |ndenture,;

(vi)  any untrue staterment or misleading staterment or alleged untrue statement or
alleged misleading statement of a material fact contained in any offering staterment or
disdosure or continuing disclosure document for the Bonds or any of the documents
relating to the Bonds, or any omission or alleged omission from any offering statement or
di sd osure or continuing di scl osure document for the Bonds of any material fact necessary
to be stated therein in order to make the statements made therein, in the light of the
circumstances under which they were made, not misleading;

(vii) any Determination of Taxability;

(viii) any breach (or alleged breach) by Borrower of any representati on, warranty
or covenant made in or pursuant to this | unior Loan Agreement;

(ix) the Project, or the condition, occupancy, use, possession, conduct or
management of, or work done in or about, or from the planning, design, acquisition,
installation, or rehahilitation of, the Project or any part thereof; or

(X) the Trustee’s acceptance or administration of the trust of the Indenture, or
the exercise or performance of any of its powers or duties thereunder or under any of the
documents relating to the Bonds towhich itis a party;

except (a) in the case of the foregoing indemmnification of (1) the Bondholder
Representative or any related Indemnified Party, to the extent such damages are caused by the
gross negligence or willful misconduct of such Indemnified Party, or (2) in the case of the Trustee
or any related | ndemnified Party, the negligence orwillful misconduct of the Trustee, or any breach
by such party of its obligations under any of the Junior Loan Documents or any untrue statement
o misleading staterment of a material fact by such Indemnified Party contained in any offering
statement or document for the Bonds or any of the Junior Loan Documents or any omission or
alleged omission from any such offering statement or document of any material fact necessary to
be stated therein in order to make the staterments made therein by such Indemnified Party not
misleading; or (b) in the case of the foregoing indemnification of the |ssuer or any related
Indemnified Party, they shall not be indemnified by the B orrower with respect to liahilities arising
from their own bad faith, fraud or willful misconduct. In the event that any action or proceeding
is brought against any Indemnified Party with respect to which indemnity may be sought
hereunder, the Borrower, upon written notice from the Indemnified Party (which notice shall be
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timely given so as not to materially impair the Borrower’s right to defend), shall assume the
investigation and defense thereof, including the employment of counsel reasonably approved by
the Indemnified Party, and shall assume the payment of all expenses related thereto, with full
power to litigate, compromise or settle the same in its sole discretion so long as the Indemnified
Party is fully released (atherwise the | ndemnified Party shall have the right to review and approve
or disapprove any such compromise or settdlement, which approval shall not be unreasonably
withheld). Each Indemnified Party shall have the right to employ separate counsel in any such
action or proceeding and to participate in the investigation and defense thereof. The Borrower
shall pay the reasonable fees and expenses of such separate counsel; provided, however, that such
Indermnified Party may only employ separate counsel at the expense of the Borrower if and only
if in such Indemnified Party’s good faith judgment (based on the advice of counsel) an actual
conflict of interest exists by reason of common representation.

In addition thereto, the Borrower will pay upon demand all of the fees and expenses paid
o incurred by the Trustee and/or the I ssuer in enfording the provisions hereof, as more fully set
forth in thisJ unior Loan Agreement.

(b The rights of any persons to indemnity hereunder and rights to payment of fees and
reimbursement of expenses pursuant this J unior Loan Agreement shall survive the final payment
or defeasance of the Bonds and in the case of the Trustee any resignation or removal. The
provisions of this Section shall survive the termination of this ] unior Loan Agreement.

Nothing contained in this Section 6.1 shall in any way be construed to limit the
indemnification rights of the |ssuer contained in Section 9 of the Regulatory Agreement. With
respect to the | ssuer, the R egulatory Agreement shall contral in any conflicts between this Section
6.1 and Section 9 of the Regulatory Agreement.

ARTICLE VII

EVENTS OF DEFAULT AND REMEDIES

Section 7.1. Events of Default. The fdlowing shall be "Events of Default” under this
Junior Loan Agreement and the term “Event of Default” shall mean, whenever it is used in this
Junior Loan Agreement, one or all of the following events after the expiration of any applicable
cure periods:

(@ Any representation or warranty made by the Borrower in the Junior Loan
Documents or any certificate, statement, data or information furnished by the Borrower in
connection therewith or induded by the Borrower in its application to the | ssuer for assistance
proves at any time to have been incorrect when made in any material respect;

(b Failure by the B orrower to pay any amounts due under this ] unior L oan Agreement,
the Junior Note or the Junior Mortgage at the times and in the amounts required by this Junior
L oan Agreement, the Junior Note and the J unior Mortgage, as applicable; or

(© The Borrower’s failure to observe and perform any of its other covenants,
conditions or agreements contai ned herein, other than as referred to in clause (a) above, for a period
of thirty (30) days after written notice specifying such failure and requesting that it be remediedis
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given by the Issuer or the Trustee to the Borrower; provided, however, that if the failure shall be
such that it can be corrected but not within such period, the Issuer and the Trustee will not
unreasonably withhold their consent to an extension of such time if corrective action is instituted
by the Borrower within such period and diligently pursued until the failure is corrected;

Nothing contained in this Section is intended to amend or modify any of the provisions of
theJ unior Loan Documents or to bind the | ssuer or the Trustee to any notice and cure periods other
than as expressly set forth in the J unior Loan Documents. Notwithstanding anything herein to the
contrary, the Investor Limited Partner shall have the right, but not the obligation, to cure defaults
hereunder in the same manner as the B orrower.

Section 7.2. Remedies on Default. W henever any Event of Default hereunder shall have
occurred and be continuing, the Trustee or the | ssuer where so provided may take any one or more
of the following remedial steps:.

(a) The Issuer shall cooperate with the Trustee as the Trustee acts pursuant to
Section 6.02 of the Indenture.

(b) In the event any of the Bonds shall at the time be Outstanding and not paid and
discharged in accordance with the provisions of the Indenture, the Issuer or the Trustee may have
access to and inspect, examine and make copies of the books and records and any and al| accounts,
data and income tax and other tax returns of the Borrower.

(0 The I ssuer or the Trustee may, without being required to give any notice (other than
to the Issuer or the Trustee, as applicable), except as provided herein, pursue all remedies of a
creditor under the laws of the State, as supplemented and amencded, or any other applicable [aws.

(d) The Issuer or Trustee may take whatever action at law or in equity may appear
necessary or desirable to callect the payments due under this J unior L oan Agreement then due and
thereafter to become due, or to enforce performance and observance of any obligation, agreement
or covenant of the Borrower under thisJunior Loan A greement.

Any amounts collected pursuant to Article IV and any other amounts which would be
applicable to payment of principal of and interest on the Bonds collected pursuant to action taken
under this Section shall be applied in accordance with the provisions of the Indenture.

The provisions of this Section are subject to the further limitation that if, after any Event
of Default hereunder all amounts which would then be payable hereunder by the Borrower if such
Event of Default had not occurred and was not continuing shall have been paid by or on behalf of
the B orrower, and the B orrower shall have also performed all other obligations i n respect of which
it is then in default hereunder, and shall have paid the reasonable charges and expenses of the
I ssuer and the Trustee, including reasonable attorneys’ fees paid or incurred in connection with
such default, and if there shall then be no default existing under the |ndenture, then and in every
such case such Event of Default hereunder shall be waived and annulled, but no such waiver or
annulment shall affect any subsequent or other Event of Default or impair any right consequent
thereon.
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Section 7.3. NoRemedy Exclusive. No remedy conferred upon or reserved to the | ssuer
or the Trustee by this Junior Loan Agreement is intended to be exclusive of any cther available
remedy or remedies, but each and every such remedy shall be cumulative and shall be in addition
to every other remedy given under this] unior Loan Agreement or now or hereafter existing at law
or in equity or by statute. No delay or omission to exercise any right or power accruing upon any
Event of Default shall impair any such right or power or shall be construed to be a waiver thereof,
but any such right and power may be exercised from time to time and as often as may be deemed
expedient. In order to entitle the | ssuer or the Trustee to exercise any remedy reserved to it in this
Article VII, it shall not be necessary to give any notice, other than such notice as may be expressly
required by this ) unior L oan Agreement.

Section 7.4. Agreement to Pay Attorneys Fees and Expenses. In the event the
B orrower should default under any of the provisions of this J unior Loan Agreement and the | ssuer
or the Trustee should employ attorneys or incur other expenses for the collection of can payments
or the enforcement of performance or observance of any obligation or agreement on the part of the
Borrower contained in this Junior Loan Agreement or in the Junior Note, the Borrower shall on
demand therefor reimburse the reasonable fees of such attorneys and such other expenses so
incurred.

Section 7.5. NoAdditional Waiver | mplied by One Waiver. Inthe event any agreement
contained in this Junior Loan Agreement should be breached by any party and thereafter waived
by the other parties, such waiver shall be limited to the particular breach so waived and shall not
be deermed to waive any other breach hereunder.

ARTICLE VIII

MISCELLANEOUS

Section 8.1. Notices. Whenever in this ] unior Loan Agreement the giving of notice by
mail or otherwise is required, the giving of such notice may be waived in writing by the person
entitled to receive such notice and in any such case the giving or receipt of such notice shall not
be a condition precedent to the validity of any action taken in reliance upon such waiver.

Any natice, request, complaint, demand, communication or other paper required or
permitted to be delivered to the | ssuer, the Trustee, or the Borrower shall be sufficiently given and
shall be deemed given (unless another form of notice shall be specifically set forth herein) on the
Business Day following the date on which such notice or other communication shall have been
delivered to a national overnight delivery service (receipt of which to be evidenced by a signed
receipt from such overnight delivery service) addressed to the appropriate party at the addresses
set forth in Section 11.05 of the Indenture or upon receipt such natice or other communication
delivered by facsimile transmission as required or permitted by this Junior Loan Agreement
(receipt of which shall be evidenced by confirmation of transmission). The Issuer, the Trustee, or
the B orrower may, by notice given as provided in this paragraph, designate any further or different
address to which subsequent natices or ather communication shall be sent.

The Trustee agrees to accept and act upon facsimile transmission of written instructions
and/or directions pursuant to thisJ unior Loan Agreement, provided, however, that subsequent to
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such facsimile transmission of written instructions shall provide the originally executed
instructions and/or directions shall be provided to the Trustee in a timely manner.

Section 82. Concerning Successors and Assigns. All covenants, agreements,
representations and warranties made herein and in the certificates delivered pursuant hereto shall
survive the financing herein contemplated and shall continue in full force and effect so long as the
obligations hereunder are outstanding. W henever in this]) unior Loan Agreement any of the parties
hereto is referred to, such reference shall be deemed to include the successors and assigns of such
party; and all covenants, promises and agreements by or on behalf of the Borrower which are
contained in this J unior Loan Agreement shall bind its successors and assigns and inure to the
benefit of the successors and assigns of the | ssuer and the Trustee.

Section 8.3. Governing Law. This Junior Loan Agreement and the Exhibits attached
hereto shall be construed in accordance with and governed by the laws of the State and, where
applicable, the laws of the United States of America.

Section 84. Moadificationsin Writing. Modification or the waiver of any provisions of
this] unior L oan Agreement or consent to any departure by the parties therefrom, shall in no event
be effective unless the same shall be in writing approved by the parties hereto and then such
waiver or consent shall be effective only in the specific instance and for the purpose for which
given and so long as the interests of any Bondholders are nat adversely affected and the Trustee
consents in writing thereto. No natice to or dermand on the Borrower in any case shall entitle it to
any other or further notice or demand in the same circumstances.

Section 8.5. F urther Assurances and Corrective | nstruments. The Issuer, the Trustee
and the Borrower agree that they will, from time to time, execute, acknowledge and deliver, or
cause to be executed, acknowledged and delivered, such supplements hereto and such further
instruments as may reasonably be required for correcting any inadequate or incorrect description
of the performance of this]J unior Loan Agreement.

Section 8.6. Captions. The section headings contained herein are for reference purposes
only and shall not in any way affect the meaning or interpretation of this ] unior Loan Agreement.

Section 8.7. Severability. The invalidity or unenforceability of any provision of this
Junior Loan Agreement shall not affect the validity of any other provision, and all other provisions
shall remain in full force and effect.

Section 88 Counterparts. This]Junior Loan Agreement may be signed in any number
of counterparts with the same effect as if the signatures thereto and hereto were upon the same
instrurment.

Section 89. Amounts Remaining in Bond Fund or Other Funds. Itis agreed by the
parties hereto that any amounts remaining in the Bond Fund or other funds and accounts
established under the Indenture upon expiration or sooner termination of the term hereof, shall be
paid in accordance with the Indenture.

Section 8.10. Effective Date and Term. This Junior Loan Agreement shall become
effective upon its execution and delivery by the parties hereto, shall be effective and rermain in full
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force from the date hereof, and, subject to the provisions hereof, shall expire on such date as the
Indenture shall terminate.

Section 811. Cross References. Any reference in this Junior Loan Agreement to an
“Exhibit,” an “Article,” a “Section,” a “Subsection” or a “Paragraph” shall, unless ctherwise
explidty provided, be construed as referring, respectively, to an exhibit attached to this Junior
Loan Agreement, an article of this Junior Loan Agreement, a section of this Junior Loan
Agreement, a subsection of the section of this Junior Loan Agreement in which the reference
appears and a paragraph of the subsection within this Junior Loan Agreement in which the
reference appears. All exhibits attached to or referred to in this Junior Loan Agreement are
incorporated by reference into this J unior Loan A greement.

Section 8.12. Reserved.

Section 8.13. Waiver of Personal Liability. No member, officer, agent or employee of
the Issuer or any director, officer, agent or employee of the Borrower shall be individually or
personally liable for the payment of any principal (or redemption price) or interest on the Bonds
or any other sum hereunder or be subject to any personal liahility or accountability by reason of
the execution and delivery of this Junior Loan Agreement; but nothing herein contained shall
relieve any such member, director, officer, agent or employee from the performance of any official
duty provided by law or by this ] unior Loan Agreement.

Section 8.14. NolLiability of I ssuer. The Issuer shall not be obligated to pay the principal
(or redemption price) of or interest on the Bonds, except from Revenues and other money and
assets received by the Trustee on behalf of the Issuer pursuant to this J unior Loan Agreement.
Neither the faith and credit nor the taxing power of the State or any political subdivision thereof,
nor the faith and credit of the | ssuer or any member is pledged to the payment of the principal (or
redemption price) or interest on the Bonds. The I ssuer shall not be liable for any costs, expenses,
losses, damages, claims or actions, of any conceivable kind on any conceivable theory, under or
by reason of or in connection with thisJ unior Loan A greement, the B onds or the I ndenture, except
only to the extent amounts are received for the payment thereof from the Borrower under this
Junior Loan Agreement.

The Borrower hereby acknowledges that the Issuer’s sole source of money to repay the
Bonds will be provided by the payments made by the B orrower pursuant to this Junior Loan
Agreement, together with investment income on certain funds and accounts held by the Trustee
under the | ndenture, and hereby agrees that i f the payments to be made hereunder shall ever prove
insufficient to pay all principal (or redemption price) and interest on the B onds as the same shall
become due (whether by maturity, redemption, acceleration or otherwise), then upon natice from
the Trustee, the Borrower shall pay such amounts as are required fromtime to time to prevent any
deficiency or default in the payment of such principal (or redemption price) or interest, including,
but not limited to, any deficiency caused by acts, omissions, honfeasance or malfeasance on the
part of the Trustee, the Borrower, the Issuer or any third party, subject to any right of
reimbursement from the Trustee, the I ssuer or any such third party, as the case may be, therefor.

Section 8.15. No Liability of Officers. No recourse under or upon any obligation,
covenant, or agreement or in any Bonds, or under any judgment obtained against the | ssuer, or by
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the enforcement of any assessment or by any legal or equitable proceeding by virtue of any
constitution or statute or otherwise or under any crcumstances, shall be had against any
incorporator, member, director, commissioner, employee, agent or officer, as such, past, present,
or future, of the I ssuer, either directly or through the Issuer, or otherwise, for the payment for or
to the | ssuer or any receiver thereof, or for or to the Owner of any Bonds, of any sum that may be
due and unpaid by the | ssuer upon any of the Bonds. Any and all personal liability of every nature,
whether at common law or in equity, or by statute or by constitution or otherwise, of any such
incorporator, member, director, commissioner, employee, agent or officer, as such, to respond by
reason of any act or omission on his or her part or otherwise, for the payment for or to the |ssuer
or any receiver thereof, or for or to the Owner of any Bonds, of any sum that may remain due and
unpaid upon the Bonds or any of them, is hereby expressly waived and released as a condition of
and consideration for the execution of this ] unior Loan Agreement and the issuance of the Bonds.

Section 8.16. Capacity of the Trustee. The Trustee is entering into this Junior Loan
Agreement solely in its capacity as Trustee and shall be entitled to the rights, protections,
limitations from liability and immunities afforded it as Trustee under the Indenture. The Trustee
shall be responsible only for the duties of the Trustee expressly set forth herein and in the
| ndenture.

Section 817. Reliance. The representations, covenants, agreements and warranties set
forth in this Junior Loan Agreement may be relied upon by the Issuer and the Trustee. In
performing their duties and obligations under this ) unior Loan A greement and under the | ndenture,
the Issuer and the Trustee may rely upon statements and certificates of the Borrower, upon
certificates of tenants believed to be genuine and to have been executed by the proper person or
persons, and upon audits of the books and records of the B orrower pertaining to occupancy of the
Project. In addition, the | ssuer and the Trustee may consult with counsel, and the opinion of such
counsel shall be full and complete authori zation and protection in respect of any action taken or
suffered by the | ssuer or the Trustee under this J unior L oan Agreement and under the | ndenture in
good faith and in conformity with the opinion of such counsel. It is expressly understood and
agreed by the parties to this J unior Loan Agreement (other than the | ssuer) that:

(a) the Issuer may rely condusively on the truth and accuracy of any certificate,
opinion, notice or other instrument furni shed to the I ssuer by the Trustee, any Bondholder or the
B orrower as to the exi stence of a fact or state of affairs required under this ] unior Loan A greement
to be noticed by the | ssuer;

(b the Issuer shall not be under any obligation to perform any record keeping or to
provide any legal service, it being understood that such services shall be performed or caused to
be performed by the Trustee or the B orrower, as applicable; and

(0 none of the provisions of thisJ unior Loan A greement shall require the | ssuer or the
Trustee to expend or risk its own funds (apart from the proceeds of Bonds issued under the
I ndenture) or otherwise endure financial liability in the performance of any of its duties or in the
exercise of any of its rights under this Junior Loan Agreement, unless it shall first have been
adequately indemnified to its sati sfaction against the costs, expenses and liahilities which may be
incurred by taking any such action.
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[Signature Pages Follow]
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IN WITNESS WHEREOF, the parties hereto have executed this Junior Loan
Agreement, all as of the date first set forth above.

CITY OF SAN JOSE, as Issuer

By:

Julia §. Cooper, Director of Finance

Attest:

me Fisher, Chief Depu‘cy City z%tiomey

[Signature page — Junior Loan Agreement - Villa de Guadalupe Apartments]
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U.5. BANK NATIONAL
ASSOCIATION, as Trustee

By:

Authorized Officer &

[Signature page ~ Junior Loan Agresment — Villa de Guadalupe Apartments]
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BURNHAM VDG VENTURE LP,
a California limited partnership

By:  Burnham VDG Manager LP,
a California limited partnership,
its Administrative General Pariner

By:  Burnham GP LLC,
a California limited liability company,
its General

By: _ : F - ‘ "
Scott Alter, Manager

By:  Housing on Merit VI LLC,
a California limited Hability company,
its Managing General P

By:  Housing on Merit,
a California nonprofit public benefit corporation,
its Manager

By

Jennifer Litwak, Executive Director

[Signature page — Junior Loan Agreement — Villa de Guadalupe Apartments]



BURNHAM VDG VENTURE LP,
a Califorpia limited partnership

By:

a é’.’i&%%mm Eg.am*ﬁ@é gﬁaﬁmmhwg

GPLLC,
a California limited liability company,
4 General Partner

By:

Scott Alter, Manager

By:  Housing on Merit VILLC,
a California limited liability company,
its Managing General Parmer

By:  Housing on Merit,
a @aﬁi%mza nonprofit public benefit corporation,

[Bignature page~ JuniorLoan Agregment - Villa de Guadalupe Ap
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EXHIBITA
FORM OF JUNIOR PROMISSORY NOTE

CITY OF SANJ OSE
JUNIOR MULTIFAMILY HOUSING REVENUE BONDS
(VILLA DE GUADAL UPE APARTMENTS)
2017SERIESB

JUNIOR PROMISSORY NOTE

US $ 4,615,712 May 23, 2017

FOR VALUE RECEIVED, Burnham VDG Venture LP, a California limited
partnership organized and existing under the laws of the State of California (together with
its permitted successors and assigns, “Maker”), promises to pay to the CITY OF SAN
JOSE, amunicipal corporation and charter city, organized and existing under the laws of
the State of California, or its successors or assigns (the “Issuer” or the “Holder” as the
context requires), in legal tender of the United States, the Principal Sumof $ 4,615,712, on
June 1, 2052, or earlier as provided herein and in the J unior Loan Agreement (hereinafter
defined), together with interest thereon at the rates, at the times and in the amounts
necessary to make payments on the Issuer’s J unior Multifamily Housing Revenue Bonds
(Villa De Guadal upe Apartments) 2017 Series B (the “Bonds”), issued under that certain
Junior Indenture of Trust, dated as of May 1, 2017 (the “Indenture”), by and between the
Issuer and U.S. Bank National Association, as trustee (the “Trustee”), when such payments
become due and payable on each B ond Payment Date (as defined in the Indenture). Maker
shall pay to the Holder on or before each Bond Payment Date (as defined in the I ndenture)
on which interest on the Bonds is payable interest on the unpaid balance hereof in an
amount in immediately available funds sufficient to pay the interest on the Bonds then due
and payable. Maker shall pay to the Holder on or before the M aturity Date an amount in
immediately available funds sufficient to pay the principal amount of the Bonds and all
accrued but unpaid interest thereon. |n the event that amounts held under the Indenture
and derived from Bond proceeds, condemnation awards or insurance proceeds or
investment earnings thereon are applied to the payment of principal due on the Bonds in
accordance with the Indenture, the principal amount due hereunder shall be reduced to the
extent of the principal amount of the Bonds so paid.

“Indebtedness” means the principal of, interest on, and any other armounts due at
any time under, this Note, the Mortgage (as defined herein) or any other Junior Loan
Document, including late charges, default interest, and advances to protect the security of
the Mortgage as described in Section 12 of the M ortgage.

All capitalized terms used but not defined herein shall have the meanings ascribed
to themin the Indenture.
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All payments under this Note shall be applied first to the payment of interest due
and the balance, if any, shall be applied to the payment of principal.

This Nate is secured by aJ unior Multifamily Deed of Trust, Assignment of Rents,
Security Agreement and Fixture Filing dated as of May 1, 2017 (as the same may be
modified, amended or supplemented from time to time, the “Mortgage”) made by Maker
to a trustee for the benefit of the Trustee covering property, with improvements thereon, as
more fully described therein (the “M ortgaged Property”) and certain other security as more
fully set forth in the J unior Loan Agreement.

1. This Nateis subject to the express condition that at no time shall interest be
payable on this Note or under the Mortgage or the Junior Loan Agreement at a rate in
excess of the maximum permitted by law; and M aker shall not be obligated o required to
pay, nor shall the Holder be permitted to charge or collect, interest at a rate in excess of
such maximum rate. |f by the terms of this Note or of the Mortgage or Junior Loan
Agreement, Maker is required to pay interest at a rate in excess of such maximum rate, the
rate of interest hereunder or thereunder shall be deemed to be reduced immediately and
automatically to such maximum rate, and any such excess payment previously made shall
be immedi ately and automati cally applied to the unpaid balance of the principal sum hereof
and nat to the payment of interest.

2. Amounts payable hereunder representing late payments, penalty payments
or the like shall be payable to the extent allowed by law.

3. This Note is subject to all of the terms, conditions, and provisions of the
Junior Loan Agreement, including those respecting prepayment and the acceleration of
maturity and the provisions of Section 4.5 thereof, and is further subject to all of the terms,
conditions and provisions of the Indenture. The outstanding principal hereof is subject to
acceleration at the same time or times and under the same terms and conditions, and with
the same natice, if any, as provided under the Indenture for the accel eration of payment of
the Bonds.

4, If there is an Event of Default, then in any such event and subject to the
provisions and requirements of the Junior Loan Agreement and the Indenture, the Holder
may dedare the entire unpaid principal balance of this Note and accrued interest, if any,
due and payable at once. All of the covenants, conditions and agreements contained in the
Junior Loan Agreement, the Regulatory Agreement, the Mortgage and all other security
instrument and rel ated documents, i nstruments and assignments evidencing or securing the
Borrower’ s ohligations to the | ssuer or to the Trustee relating to the Project and all other
documents and instruments delivered simultaneously herewith, as the same may be
supplemented and amended from time to time (the “Loan Documents”) are hereby made
part of this Note.

5. No delay or omission on the part of the Holder in exercising any remedy,
right or option under this Note or the Loan Documents shall operate as a waiver of such
remedly, right or option. In any event awaiver on any one occasion shall not be construed
as a waiver or bar to any such remedy, right or option on a future occasion. The rights,
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remedlies and options of the Holder under this Note and the L can Documents are and shall
be cumulative and are in addition to all of the rights, remedies and options of the Holder at
law or in equity or under any other agreement.

6. Maker shall pay all costs of callection on demand by the Holder, induding
without limitation, reasonable attorneys’ fees and dishursements, which costs may be
added to the Indebtedness hereunder, together with interest thereon at the Default Rate to
the extent allowed by law.

7. No amendments or other changes of any nature may be made to this Note
except in writing and subject in al events to the provisions of the I ndenture and the J unior
Loan Agreement. Presentment for payment, notice of dishonor, protest and notice of
protest are hereby waived. The acceptance by the Holder of any armount after the same is
due shall not constitute a waiver of the right to require prompt payment, when due, of all
other amounts due hereunder. The acceptance by the Holder of any sumin an amount less
than the amount then due shall be deemed an acceptance on account only and upon
condition that such acceptance shall not constitute a waiver of the obligation of Maker to
pay the entire sum then due, and Maker’ s failure to pay such armount then due shall be and
continue to be a default notwithstanding such acceptance of such amount on account, as
aforesaid. Consent by the Holder to any action of Maker which is subject to consent or
approval of the Holder hereunder shall not be deemed a waiver of the right to require such
consent or approval to future or successive actions.

8 (a) Neither Borrower nor any of its partners, members andor managers
shall have any personal liahility under this Note, the M ortgage or any other Loan Document
for the repayment of the Indebtedness or for the performance of any other obligations of
Borrower under the Loan Documents, and Lender’s only recourse for the satisfaction of
the I ndebtedness and the performance of such obligations shall be Lender’ s exercise of its
rights and remedi es with respect to the Mortgaged Property and any other collateral held
by Lender as security for the Indebtedness. This limitation on Borrower’s liability shall
not limit or impair Lender's enforcement of its rights against any guarantor of the
Indebtedness or any guarantor of any obligations of B orrower.

(b Borrower shall be personally liable to Lender for the repayment of
a portion of the I ndebtedness equal to any loss or damage suffered by L ender (the “L osses”)
as a result of (1) fraud or material misrepresentation by Borrower or Guarantor or any
general partner, managing member, manager, officer, director, partner, member, agent or
employee of Borrower or Guarantor in connection with the application for or creation of
the Indebtedness or any request for any action or consent by or on behalf of Lender; or (5)
failure to apply Rents, first, to the payment of reasonable operating expenses (other than
property management fees that are not currently payable or any other L oan Document) and
then to amounts (“Debt Service Amounts”) payable under this Note, the Mortgage or any
other Loan Document (except that B orrower will not be personally liable (i) to the extent
that Borrower lacks the legal right to direct the disbursement of such sums because of a
bankruptcy, receivership or similar judicial proceeding, or (ii) with respect to Rents that
are distributed on account of any calendar year if Borrower has paid all operating expenses
and Debx Service Amounts for that calendar year);

A3
OHSUSA 766459783.7



(© Lender may exercise its rights against Borrower personally without
regard to whether Lender has exercised any rights against the Mortgaged Property or any
other security, or pursued any rights against any guarantor, or pursued any cther rights
available to Lender under this Note, the M ortgage, any other L oan Document or applicable
law. For purposes of this Section 9, the term “Mortgaged Property” shall not indude any
funds that (1) have been applied by Borrower as required or permitted by the Mortgage
prior to the occurrence of an Event of Default or (2) Borrower was unable to apply as
required or permitted by the Mortgage because of a bankruptcy, receivership, or similar
judicial proceeding. To the fullest extent permitted by applicable law, in any action to
enforce Borrower’s personal liability under this Section 9, Borrower waives any right to
set off the val ue of the M ortgaged Property against such personal liability.

(d Nothing herein or in the other Loan Documents shall be deemed to
be awaiver of any right which the L ender or the Servicer may have under Sections 506(a),
506(b), 1111(b) or any other provision of the United States Bankruptcy Code, as such
sections may be amended, or corresponding or superseding sections of the Bankruptcy
Amendments and Federal J udgeship Act of 1984, tofile a daim for the full amount due to
the Lender and the Servicer hereunder and under the other L oan Documents or to require
that all collateral shall continue to secure the amounts due hereunder and under the other
L can Documents.

9. In addition, the Indebtedness evidenced by this Note is and shall be
subordinate in right of payment to the prior payment in full of all amounts then due and
payable (including, but not limited to, all amounts due and payabl e by virtue of any default
or acceleration or upon maturity) with respect to the Indebtedness evidenced by each
respective Note (as defined by that certain Multifamily Deed of Trust, Assignment of
Rents, Security Agreement and Fixture Filing by the B orrower for the benefit of the |ssuer
and assigned to Citibank, N.A.), in the original aggregate maximum principal amount of
$37,700,000, each executed by Borrower and payable to the Issuer and endorsed to
Citibank, N.A. (the "Funding Lender”) to the extent and in the manner provided in that
certain Subordination and | nterareditor Agreement, dated asof May 1, 2017, by and among
the Trustee, the Funding L ender and the B orrower (the “Subodination Agreement”). The
rights and remedies of the Holder and each subsequent holder of this Note shall be deemed,
by virtue of such holder’s acquisition of this Note, to have agreed to perform and observe
all of the terms, covenants and conditions to be performed or observed by the “Junior
Lender” under the Subordination Agreement.
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Maker agrees that this Note shall be construed in accordance with and governed by
the laws of the State of California.

BURNHAM VDG VENTURE LP,
a California limited partnership

By:  Burmham VDG Manager LP, a California
limited partnership, its Administrative
General Parther

By:  BurmhamGP LLC, aCalifornia

limited liability company, its General
Partner

By:

Scott |. Alter
Manager

By:  HousingonMerit VI LLC, aCalifomia
limited liability company, its Managing
General Partner

By:  Housingon Merit, a California

nonprofit public benefit corporation,
its Manager

By:

Jennifer Litwak
E xecutive Director

OHSUSA:766459/783.7



ASSIGNMENT

Pay totheorderof _______ , Without recourse or warranty, as
Trustee under the | ndenture referred to in the attached Note.

CITY OF SAN JOSE

Authorized Signatory

A-b
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May 23, 2017

City of San José
San José, CA

U.S. Bank National Association
San Francisco, CA

Re:  City of San José
Junior Multifamily Housing Revenue Bonds
(Villa De Guadalupe Apartments) 2017 Series B

Ladies and Gentlemen:

The undersigned (the “Purchaser”) hereby acknowledges receipt as transferee, from the
previous owner thereof, of the above-referenced bonds (the “Bonds”) in fully registered form and
in the original aggregate principal amount of $4,615,712, constituting all of the Bonds currently
outstanding. The Bonds have been checked, inspected and approved by the Purchaser.

The undersigned acknowledges that the Bonds were issued for the purpose of making a
loan to assist in financing a multifamily rental housing development known as Villa De
Guadalupe Apartments located in the City of San José, California (the “Project”), as more
particularly described in that certain Junior Loan Agreement dated as of May 1, 2017, as may be
amended and supplemented from time to time (the “Junior Loan Agreement”), by and among the
City of San José (the “Issuer”), Burnham VDG Venture LP, a limited partnership duly organized
and existing under the laws of the State of California (the “Borrower”), and U.S. Bank National
Association (the “Trustee”). The undersigned further acknowledges that the Bonds are secured
by a certain Junior Indenture of Trust dated as of May 1, 2017, as amended and supplemented
(the “Indenture™), between the Issuer and the Trustee, which creates a security interest in loan
repayments made pursuant to the Junior Loan Agreement for the benefit of the holders and
Owners of the Bonds, and by a Junior Multifamily Deed of Trust, Assignment of Rents, Security
Agreement and Fixture Filing with respect to the Project (the “Junior Mortgage™), which creates
a security interest in the Project, subject to permitted encumbrances, as provided therein. Terms
not otherwise defined herein shall have the meanings assigned thereto in the Indenture.

In connection with the sale of the Bonds to the Purchaser, the Purchaser hereby makes the
following representations upon which you may rely:

1. The Purchaser hereby certifies that it is (a) a bank as defined in Section 3(a)(2) of
the Securities Act of 1933 (the “Act”) or a bank holding company or a wholly owned subsidiary
of a bank holding company, or a savings and loan association or other institution as defined in
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Section 3(a)(5)(a) of that act whether acting in its individual or fiduciary capacity; or (b) a broker
or dealer registered pursuant to Section 15 of the Securities Exchange Act of 1934; or (c) an
insurance company as defined in Section 2(13) of that act; or (d) an investment company
registered under the Investment Company Act of 1940 or a business development company as
defined in Section 2(a)(48) of that act; or (e) a Small Business Investment Company licensed by
the U.S. Small Business Administration under Section 301(c) or (d) of the Small Business
Investment Act of 1958; or (f) a plan established and maintained by a state, its political
subdivisions, or any agency or instrumentality of a state or its political subdivision for the benefit
of its employees, if investment decisions are made by a plan fiduciary which is a bank, savings
and loan association, insurance company, or registered investment advisor and the plan
establishes fiduciary principles the same as or similar to those contained in Sections 404 407 of
Title 1 of the Employee Retirement Income Security Act of 1974; or (g) an employee benefit plan
within the meaning of the Employee Retirement Income Security Act of 1974 if investment
decisions are made by a plan fiduciary, as defined in Section 3(21) of such act, which is either a
bank, savings and loan association, insurance company, or registered investment advisor, or if
the employee benefit plan has total assets in excess of $100,000,000, or, if a self directed plan,
with investment decisions made solely by Persons that are accredited investors or (h) an
“accredited investor” as defined in Rule 501 of Regulation D of the Act, as amended.

2. The Bonds are being acquired by the Purchaser for its own account and for
investment and not with a view to, or for resale in connection with, any public distribution of the
Bonds. The Purchaser understands that it may need to bear the risks of this investment for an
indefinite time, since any sale prior to maturity may not be possible due to unmarketability of the
Bonds; provided, however, the Purchaser acknowledges and agrees that it may transfer the
Bonds in accordance with the Indenture and this letter.

3. The Purchaser understands that the Bonds have not been registered under the Act.

4. The Purchaser acknowledges that it is familiar with the conditions, financial and
otherwise, of the Borrower and understands that the Borrower has no significant assets other than
the Project. To the extent deemed appropriate in making its investment decision, the Purchaser
has discussed the Borrower’s financial condition and the Borrower’s current and proposed
business activities with the Borrower. The Purchaser further acknowledges that it has such
knowledge and experience in business matters that it is fully capable of evaluating the merits and
risks of this investment and it is able to bear the economic risk of the investment. The Bonds are
a security of the kind the Purchaser wishes to purchase and hold for investment, and the nature
and amount of the Bonds are consistent with the Purchaser’s investment program. The Purchaser
has been furnished such information and such documents as the Purchaser deems necessary to
make a decision to purchase the Bonds, including copies or forms of the Indenture, the Junior
Loan Agreement, the Junior Mortgage and the Regulatory Agreement (as defined in the
Indenture), and certain other documents relating to the Bonds and the Project, all of which
documents the Purchaser has reviewed. Specifically, but without limitation, the Purchaser has
reviewed information about the Project and the property manager for the Project, if any, as well
as information about the investment risks relating to the Bonds, and the Purchaser understands
that the Bonds involve a high degree of risk. SPECIFICALLY, AND WITHOUT IN ANY
MANNER LIMITING THE FOREGOING, THE PURCHASER UNDERSTANDS AND
ACKNOWLEDGES THAT, AMONG OTHER RISKS, THE BONDS ARE PAYABLE

OHSUSA:766767698.



SOLELY FROM REVENUES DERIVED FROM THE PROJECT AND THAT THE BONDS
ARE NOT ENTITLED TO THE BENEFIT OF ANY CREDIT FACILITY AND NOT RATED
BY THE RATING AGENCY. The Purchaser has made such inquiry with respect to all of the
foregoing as it believed to be desirable for its purposes.

5. The Purchaser has received from the Issuer no formal or informal offering or
disclosure document relating to the Bonds and has concluded that the receipt of one prior to the
purchase of the Bonds is not required. It is acknowledged that no written information has been
provided by the Issuer, and that any written information furnished by any other party to the
transaction does not purport to fully disclose all information pertinent to the Bonds.

6. Except as disclosed to the Issuer, the Purchaser is not now and has never been
controlled by, or under common control with, the Borrower. Except as disclosed to the Issuer,
the Borrower has never been and is not now controlled by the Purchaser. THE PURCHASER
HAS ENTERED INTO NO ARRANGEMENTS WITH THE BORROWER OR WITH ANY
AFFILIATE OF THE BORROWER IN CONNECTION WITH THE BONDS, OTHER THAN
AS DISCLOSED TO THE ISSUER. The Purchaser hereby agrees to deliver to the Issuer a copy
of any agreement between the Purchaser and the Borrower or any affiliate of the Borrower
relating to the Bonds.

7. The Purchaser has authority to purchase the Bonds and to execute this letter and
any other instruments and documents required to be executed by the Purchaser in connection
with the purchase of the Bonds.

8. In entering into this transaction the Purchaser has not relied upon any
representations or opinions made by the Issuer relating to the legal consequences or other aspects
of the transactions, nor has it looked to, nor expected, the Issuer to undertake or require any
credit investigation or due diligence reviews relating to the Borrower, its financial condition or
business operations, the Project (including the refinancing, operation or management thereof), or
any other matter pertaining to the merits or risks of the transaction, or the adequacy of any
collateral pledged to the Trustee to secure repayment of the Bonds.

9. The Purchaser understands that the Bonds are not secured by any pledge of any
money received or to be received from taxation by the State of California or any political
subdivision or taxing district thereof, including, without limitation, the Issuer; that the Bonds will
never represent or constitute a general obligation or a pledge of the faith and credit of the Issuer,
the State of California or any political subdivision thereof; that no right will exist to have taxes
levied by the Issuer, the State of California or any political subdivision thereof for the payment
of principal, and interest on the Bonds; and that the liability of the Issuer with respect to the
Bonds is subject to further limitations as set forth in the Bonds and the Indenture.

10.  The Purchaser has been informed that the Bonds have not been and will not be
registered or otherwise qualified for sale under the “Blue Sky” laws and regulations of any
jurisdiction, (ii) will not be listed on any stock or other securities exchange, and (iii) will carry
no rating from any rating service.
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11. The Purchaser has obtained, from representatives of the Borrower and others, all
information regarding the Bonds that it has deemed relevant. The Purchaser has asked of the
Borrower and all other relevant parties all the questions to which the Purchaser desired answers,
and has had those questions satisfactorily answered. Neither the Borrower nor the Issuer nor any
other relevant party has refused to disclose any information that Purchaser deems necessary or
appropriate to its decision to purchase the Bonds.

12.  Although the Purchaser does not intend at this time to dispose of the Bonds, the
Purchaser acknowledges that it has the right to sell and transfer the Bonds, subject to the
following requirements:

@) The Purchaser may not dispose of the Bonds to a Person or entity other than as
described in Section 1 without the prior written consent of the Issuer;

(b) The Purchaser will not sell or otherwise transfer the Bonds unless such transfer
will not result in the transferee owning less than an Authorized Denomination (as defined in the
Indenture), except with the prior written approval of the Issuer;

(c) Prior to any transfer of the Bonds, the Purchaser shall deliver to the Issuer and the
Trustee a certificate identifying any and all documents that have been executed by the Purchaser
and the Borrower or any affiliate of the Borrower with respect to the Bonds; and

(d) The Purchaser will not sell or otherwise transfer the Bonds without requiring the
transferee to deliver to the Issuer and to the Trustee an investor’s letter to the same effect as this
Purchaser’s Letter, including this paragraph 12, with no revisions except as may be approved in
writing by the Issuer.
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[Signature Page to Purchaser Letter — Junior Bonds — Villa De Guadalupe]

STANDARD VDG LENDER LLC,
a Delaware limited liability company

' Scott Alter, Manager
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$4,615,712

CITY OF SAN JOSE
JUNIOR MULTIFAMILY HOUSING REVENUE BONDS
(VILLA DE GUADALUPE APARTMENTS)
2017 SERIES B

THIS BOND MAY ONLY BE TRANSFERRED IN WHOLE UPON SATISFACTION OF
THE REQUIREMENTS IN THE INDENTURE, INCLUDING THE DELIVERY TO THE
TRUSTEE OF THE DOCUMENTS REQUIRED THEREIN IN CONNECTION WITH
ANY TRANSFER OF THIS BOND. ANY TRANSFER OF THIS BOND IN VIOLATION
OF THE TRANSFER RESTRICTIONS CONTAINED IN THE INDENTURE SHALL BE
VOID AND OF NO EFFECT.

MATURITY DATE DATED DATE
June 1, 2052 May 23, 2017

Registered Owner:  SCOTT J. ALTER

Principal Amount: FOUR MILLION
SEVEN HUNDRE

registered owner identified above or registered
e principal sum set forth above and to pay (but

only out of Revenues as hereinafter pr
assigns, on the Maturity Date set fo
only out of Revenues as herei

time to time remaining
amount has been made ¢ - dubszgovic d for, at the rates and on the dates determined as described
herein and in the Indenttil (as b reinaiter defined). The principal of and, interest on this Bond
are payable at final maturityisieleration or redemption in lawful money of the United States of
America upon surrender hereof at the principal corporate trust office of U.S. Bank National
Association, as Trustee, or its successor in trust (the “Trustee™). Payment of the interest on any
Bond shall be made on each Bond Payment Date (as hereinafter defined) to the Person appearing
on the bond registration books of the Bond Registrar as the Owner thereof on the Record Date,
such interest to be paid by the Paying Agent (i) to such Owner by check or draft mailed on the
Bond Payment Date, to such Owner’s address as it appears on the registration books or at such
other address as has been furnished to the Bond Registrar as provided below, in writing by such
Owner not later than the Record Date or (ii) upon written request, at least three Business Days
prior to the applicable Record Date, to the Owner of Bonds aggregating not less than $1,000,000
in principal amount, by wire transfer in immediately available funds at an account maintained in
the United States at such wire address as such Owner shall specify in its written notice; except, in
each case, that, if and to the extent that there shall be a default in the payment of the interest due
on such Bond Payment Date, such defaulted interest shall be paid to the Owner in whose name
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any such Bonds are registered at the close of business on the fifth to last Business Day next
preceding the date of payment of such defaulted interest.

The Bonds are authorized to be issued pursuant to Act and are designated as the “City of
San José Junior Multifamily Housing Revenue Bonds (Villa De Guadalupe Apartments) 2017
Series B”, limited in aggregate principal amount of $4,615,712. The Bonds are limited obligations
of the Issuer and, as and to the extent set forth in the Indenture, are payable solely from, and
secured by a pledge of and lien on, the Revenues. Proceeds from the sale of the Bonds will be
loaned by the Issuer to Burnham VDG Venture LP, a California limited partmership (the
“Borrower”) under the terms of a Junior Loan Agreement, dated as of May 1, 2017 (the
“Agreement”), among the Issuer, the Borrower and the Trustee. The Bonds are all issued under
and secured by and entitled to the benefits of a Junior Indenture of Trust, dated as of May 1, 2017
(the “Indenture™) between the Issuer and the Trustee. No holder of this Bond shall ever have the
right to compel the exercise of the taxing power the State or any political subdivision of the State
to pay the principal of this Bond or the interest on it or any other cost incident to this Bond, or to
enforce payment of this Bond against any property of the Issuer, any:Program Participant of the
taxing power.

Reference is hereby made to the Indenture and all i
description of the rights thereunder of the registered ownere
of the security, of the rights, duties and immunities of t
of the Issuer thereunder, to all of the provisions of thei.

plemental thereto for a
nds, of the nature and extent
and of the rights and obligations
d of the Junior Loan Agreement

The Bonds are issued simultanco
designated as City of San José Multi

ing Revenue Note (Villa De Guadalupe
ate principal amount of $28,980,000 and City
(Villa De Guadalupe Apartments) 2017 Series A-
of $8,720,000 (the “Senior Issuer Notes™) pursuant
dated as of May 1, 2017 (the Senior Funding Loan
Trustee. As set forth in the Indenture, the Bonds are
nior Issuer Notes.

Agreement”) between
subordinate in all respecisio th

All terms not herein defined shall have the meanings ascribed to them in the Indenture.

The Bonds are issuable as one fully registered bond. Subject to the limitations and upon
payment of the charges, if any, provided in the Indenture, Bonds may be exchanged in whole at
the Principal Corporate Trust Office of the Trustee and the Bond Registrar.

The Bonds may only be held by, or transferred to, Sophisticated Investors (as defined in
the Indenture), with such Sophisticated Investors executing and delivering an Investor Letfer in
the form attached as Exhibit B to the Indenture as Exhibit B.

This Bond is transferable by the registered owner hereof, in person, or by its attorney duly
authorized in writing, at the Principal Corporate Trust Office of the Trustee and the Bond Registrar,
but only in the manner, subject to the limitations and upon payment of the charges provided in the
Indenture, and upon swrrender and cancellation of this Bond. Upon such transfer a new fully
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registered Bond, for the same aggregate principal amount, will be issued to the transferee in
exchange therefor. The Issuer, the Trustee and the Bond Registrar may treat the registered owner
hereof as the absolute owner hereof for all purposes, and the Issuer, the Trustee and the Bond
Registrar shall not be affected by any notice to the contrary.

Interest on the Bonds

Bond Payment Date has the meaning set forth in the Indenture.
Record Date means the 15th day of the month prior to a Bond Payment Date.

Redemption of Bonds

The Bonds are subject to optional, mandatory and extraordinary redemption as set forth
in the Indenture.

General Matters

The holder of this Bond shall have no right to institute
or in equity, for any remedy under or upon the Indenture, exc:

ction or proceeding at law
1ded in the Indenture.

No recourse shall be had for the payment of the
or for any claim based thereon or upon any okliga
contained, against any past, present or future mez)
Issuer, or through the Issuer, or any successor.
or constitution or by the enforcement of a
liability of any such member, director.
waived and released as a condition of ¢
the issuance of any of the Bonds.

of, or interest on any of the Bonds
venant or agreement in the Indenture
irector, officer, employee or agent of the
‘, under any rule of law or equity, statute
ass¢ sment or penalty or otherwise, and all such
Liployee or agent as such is hereby expressly
nsideration for the execution of the Indenture and

Amendments Permitte

supplemental indentures w he written consent of the Bondholder Representative and the
Owners of more than fifty-one percent (51%) in aggregate principal amount of Bonds at the time
Outstanding, subject to certain conditions as set forth in the Indenture.

The Indenture also contains provisions permitting the Issuer and the Trustee to execute
supplemental indentures without consent of the Owners of the Bonds, subject to certain conditions
as set forth in the Indenture.

The Indenture prescribes the manner in which it may be discharged and after which the
Bonds shall no longer be secured by or entitled to the benefits of the Indenture, except for the
purposes of transfer and exchange of Bonds and of payment of the principal of and interest on the
Bonds as the same become due and payable, including a provision that under certain circumstances
the Bonds shall be deemed to be paid if certain securities, as defined therein, maturing as to
principal and interest in such amounts and at such times as to ensure the availability of sufficient
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moneys to pay the principal of, and interest on the Bonds and all necessary and proper fees,
compensation and expenses of the Trustee shall have been deposited with the Trustee.

No member or officer of the Issuer, nor any Person executing this Bond, shall in any event
be subject to any personal liability or accountability by reason of the issuance of the Bonds.

It is hereby certified that all of the conditions, things and acts required to exist, to have
happened and to have been performed precedent to and in the issuance of this Bond do exist, have
happened and have been performed in due time, form and manner as required by the Constitution
and statutes of the State of California.

This Bond shall not be entitled to any benefit under the Indenture, or become valid or
obligatory for any purpose, until the certificate of authentication hereon endorsed shall have been
signed by the Bond Registrar.

In the event of any inconsistency between the provisions of
of the Indenture, the provisions of the Indenture shall control.

is Bond and the provisions
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IN WITNESS WHEREOF, the City of San José has caused this Bond to be executed on
its behalf by the manual or facsimile signature of an Authorized Officer, and its seal to be
reproduced hereon and attested by the manual or facsimile signature of the City Clerk,

CITY OF SAN JOSE, as Issuer

Authorized Officer '

et City Clerk
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CERTIFICATE OF AUTHENTICATION

This Bond is one of the Bonds issued under the provisions of and described in the within-
mentioned Indenture.

Date of Authentication: -~ /%3 / 2ol

Fi

U.S. Bank National Association, as Trustee

By

Authorized Officet”
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ASSIGNMENT

FOR VALUE RECEIVED, the undersigned hereby sells, assigns and transfers unto
(Please insert Social Security Number or other identifying number of assignee)

(Please Print or Typewrite Name and Address of Assignee)

the within bond and all rights thereunder, and hereby irrevocably constitutes and

appoints attorney to transfer the within Bond on the books kept for
registration thereof, with full power of substitution in the premises.

Dated:

Signature Guaranteed

NOTICE: Signature(s) must be
guaranteed by an eligible guaranty
institution.

NOTICE: The Signature to this assignment
must correspond with the name as it appears
upon the face of the within Bond in every
particular, without alteration or enlargement
or any change whatever.
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MULTIFAMILY NOTE
(TAXABLE)

$8,720,000 May 23, 2017

FOR VALUE RECEIVED, the undersigned (“Borrower”) promises to pay to the order
of CITY OF SAN JOSE, a municipal corporation and charter city, organized and existing under
the laws of the State of California, the maximum principal sum of Eight Million Seven Hundred
Twenty Thousand Dollars ($8,720,000), with interest on the unpaid principal balance from time
to time outstanding at the annual rate as set forth on Schedule A. The terms of this Note
incorporate the Modifications, if any, set forth on Schedule B to this Note.

1. Defined Terms. As used in this Note, the following terms shall have the
following definitions:

(a) “Beneficiary Parties” shall have the meaning set forth in the Security
Instrument.

(b)  “Borrower Loan” means the loan evidenced by this Note and the Tax
Exempt Note, the proceeds of which shall be disbursed in accordance with the Borrower Loan
Agreement.

(c) “Borrower Loan Agreement” means that certain Borrower Loan
Agreement, dated as of May 1, 2017, by and between Borrower and Governmental Lender.

(d) “Business Day” means any day other than (i) a Saturday or a Sunday, or
(i) a day on which federally insured depository institutions in New York, New York are
authorized or obligated by law, regulation, governmental decree or executive order to be closed.

(e) “Closing Date” shall mean the date of this Note.

® “Conditions to Conversion” shall have the meaning given to such term in
the Construction Funding Agreement.

(2) “Construction Funding Agreement” shall mean that -certain
Construction Funding Agreement, dated as of May 1, 2017, by and between Borrower and
Funding Lender.

(h) “Conversion Date” shall have the meaning given to such term in the
Borrower Loan Agreement.

(1) “Default Rate” shall have the meaning set forth in Section 8 of this Note.

() “First Payment Date” means the first (1) Business Day of the month
following the month in which the first disbursement of Borrower Loan proceeds is made in
accordance with the Borrower Loan Agreement, or, if the first disbursement of Borrower Loan
proceeds is made after the twentieth (20th) day of a month, means the first (1*) Business Day of
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the second (2"%) month following the month in which the first disbursement of Borrower Loan
proceeds is made in accordance with the Borrower Loan Agreement.

(k) “Fiscal Agent” means U.S. Bank National Association, as fiscal agent
under the Funding Loan Agreement, and its successors and assigns.

D “Funding Lender” means Citibank, N.A., a national banking association,
and its successors and assigns.

(m) “Governmental Lender” means City of San José, California, a municipal
corporation and charter city duly organized and existing under its Charter and the Constitution of
the State of California.

(n) “Indebtedness” means the principal of, interest on, and any other amounts
due at any time under, this Note, the Security Instrument or any other Borrower Loan Document,
including prepayment premiums, late charges, default interest, and advances to protect the
security of the Security Instrument as described in Section 12 of the Security Instrument.

(0) “Interest Rate” shall have the meaning set forth in Schedule A to this
Note.

(p) “Lender” means the Funding Lender, as assignee of this Note, and any
subsequent holder of this Note.

(@ “Loan Month” means the period commencing on a Loan Payment Date
and ending on the day preceding the next succeeding Loan Payment Date (without adjustment in
either case for Business Day conventions).

(r) “Loan Payment Date” means the first (1*) Business Day of each month,
commencing on the First Payment Date.

(s) “Lock-Out Period” means none.

(t) “Maturity Date” means the earlier to occur of (i) June 1, 2020, or (ii) any
carlier date on which the unpaid principal balance of this Note becomes due and payable, as a
Condition to Conversion, by acceleration or otherwise.

(u) “Maximum Permanent Period Amount” shall have the meaning set
forth in the Construction Funding Agreement.

v) “Maximum Rate” means the lesser of (i) twelve percent (12%) per
annum or (ii) the maximum interest rate that may be paid on the Borrower Loan under the laws
of the Property Jurisdiction.

(w)  “Minimum Permanent Period Amount” shall have the meaning set forth
in the Construction Funding Agreement.

(x)  “Note” means this Multifamily Note.

Multifamily Note (Taxable) Villa de Guadalupe



(y) “Note Interest” shall have the meaning set forth in Schedule A to this
Note.

(z) “Permanent Period Amount” shall have the meaning set forth in the
Construction Funding Agreement.

(aa)  “Property Jurisdiction” shall have the meaning set forth in the Security
Instrument.

(bb) “Tax Exempt Note” means that certain Multifamily Note (Tax Exempt)
dated as of the date hereof in the maximum principal amount of Twenty-Eight Million Nine
Hundred Eighty Thousand Dollars ($28,980,000) made by Borrower payable to the order of
Governmental Lender and assigned to Funding Lender.

All other capitalized terms used but not defined in this Note shall have the meanings
given to such terms in the Borrower Loan Agreement.

2. Method of Payment. All payments due under this Note shall be payable to
Servicer, or, if there is no Servicer, to the Fiscal Agent, or its successor. Servicer will remit all
payments received from Borrower to Fiscal Agent. Each such payment shall be made by wire
transfer of immediately available funds in accordance with wire transfer instructions that the
Fiscal Agent or Servicer shall supply by Written Notice to the Borrower from time to time.

3. Payment of Principal and Interest. Principal and interest shall be paid as
follows:

(a) Borrower shall pay all amounts due under this Note at the times and in the
amounts set forth herein and in the Borrower Loan Agreement. Borrower shall make its
payments under this Note in immediately available funds.

(b) Commencing on the First Payment Date and continuing on each Loan
Payment Date thereafter until and including the Conversion Date, Borrower shall pay monthly
payments of interest only, at the Interest Rate set forth on Schedule A attached hereto, in
successive monthly installments. Such payments shall be made to the Fiscal Agent by 2:00 p.m.,
New York City time, or, if to the Servicer, by 11:00 a.m., New York City time, on each Loan
Payment Date.

(©) To the extent permitted by applicable law, any accrued interest remaining
past due may, at Lender’s discretion, be added to and become part of the unpaid principal
balance and shall bear interest at the rate or rates specified in this Note, and any reference below
to “accrued interest” shall refer to accrued interest that has not become part of the unpaid
principal balance.

(d) Borrower shall pay all unpaid principal of and interest on this Note on the
Maturity Date and any other amounts due under subsection 3(a) hereof.

Multifamily Note (Taxable) Vilia de Guadalupe



(e) Any regularly scheduled monthly installment of principal and interest that
is received by Lender before the date it is due shall be deemed to have been received on the due
date solely for the purpose of calculating interest due.

(f) Borrower shall make all payments of principal and interest under this Note
without relief from valuation and appraisement laws.

(g)  Borrower acknowledges that the calculation of all interest payments shall
be made by the Lender and shall be final and conclusive, absent manifest error.

4, Application of Payments. If at any time Lender receives, from Borrower or
otherwise, any amount applicable to the Indebtedness which is less than all amounts due and
payable at such time, Lender may apply that payment to amounts then due and payable under
this Note in any manner and in any order determined by Lender, in Lender’s discretion.
Borrower agrees that neither Lender’s acceptance of a payment from Borrower in an amount that
is less than all amounts then due and payable nor Lender’s application of such payment shall
constitute or be deemed to constitute either a waiver of the unpaid amounts or an accord and
satisfaction.

5. Security. The Indebtedness is secured by, among other things, the Security
Instrument, and reference is made to the Security Instrument for other rights of Lender as to
collateral for the Indebtedness.

6. Acceleration. If an Event of Default has occurred and is continuing, the entire
unpaid principal balance, any accrued interest, and all other amounts payable under this Note and
any other Borrower Loan Document shall at once become due and payable, at the option of
Lender, without any prior notice to Borrower (except if notice is required by applicable law, then
after such notice). Lender may exercise this option to accelerate regardless of any prior
forbearance.

7. Late Charge. If any amount payable under this Note or under the Security
Instrument or any other Borrower Loan Document is not received by the Servicer or Fiscal
Agent, as applicable, when such amount is due (unless applicable law requires a longer period of
time before a late charge may be imposed, in which event, such longer period shall be
substituted), Borrower shall pay to Lender, immediately and without demand by Lender, a late
charge equal to five percent (5.0%) of such amount (unless applicable law requires a lesser
amount be charged, in which event such lesser amount shall be substituted). Notwithstanding the
foregoing, with regard to each regularly scheduled monthly installment of interest payable
pursuant to this Note, such late charge shall not become due and payable to Lender so long as the
Borrower makes such payment on or prior to the tenth (10th) calendar day following the date
upon which such payment is due (or the Business Day immediately following such tenth (10™)
calendar day if such tenth (IOth) calendar day is not a Business Day). Any accrued but unpaid
late charges shall be added to and become part of the unpaid principal balance of this Note, shall
bear interest at the rate or rates specified in this Note, and shall be secured by the Security
Instrument and the other applicable Borrower Loan Documents. Borrower acknowledges that its
failure to make timely payments will cause Lender to incur additional expenses in servicing and
processing the Borrower Loan, and that it is extremely difficult and impractical to determine
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those additional expenses. Borrower agrees that the late charge payable pursuant to this Section
represents a fair and reasonable estimate, taking into account all circumstances existing on the
Closing Date, of the additional expenses Lender will incur by reason of such late payment, and
such late charge shall be deemed liquidated damages and not additional interest or a penalty.
The late charge is payable in addition to, and not in lieu of, any interest payable at the Default
Rate pursuant to Section 8. Notwithstanding anything to the contrary in any other Borrower
Loan Document, if a Servicer has been appointed by Lender, any late charges payable hereunder
shall not be remitted to Lender and shall instead be paid directly to Servicer, who shall apply
such late charges in accordance with the terms of the applicable servicing agreement. Any action
regarding the collection of a Late Charge will be without prejudice to any other rights, and shall
not act as a waiver of any other rights that the Servicer or the Lender may have as provided
herein, in the other Borrower Loan Documents, or at law or in equity.

8. Default Rate. So long as (a) any monthly installment under this Note remains
past due, or (b) any other Event of Default has occurred and is continuing, interest under this
Note shall accrue on the unpaid principal balance from the earlier of the due date of the first
unpaid monthly installment or the occurrence of such other Event of Default, as applicable, at a
rate per annum (the “Default Rate”) equal to the lesser of the Maximum Rate or a rate equal to
the Interest Rate plus four percent (4%), in each case compounded monthly (computed in
accordance with Schedule A in the same manner in which Note Interest is computed). If the
unpaid principal balance and all accrued interest are not paid in full on the Maturity Date, the
unpaid principal balance and all accrued interest shall bear interest from the Maturity Date at the
Default Rate until the unpaid principal balance and all accrued interest is paid in full. Borrower
also acknowledges that its failure to make timely payments will cause Lender to incur additional
expenses in servicing and processing the Borrower Loan, that, during the time that any monthly
installment under this Note is delinquent, Lender will incur additional costs and expenses arising
from its loss of the use of the money due and from the adverse impact on Lender’s ability to
meet its other obligations and to take advantage of other investment opportunities, and that it is
extremely difficult and impractical to determine those additional costs and expenses. Borrower
also acknowledges that, during the time that any monthly installment under this Note is
delinquent or any other Event of Default has occurred and is continuing, Lender’s risk of
nonpayment of this Note will be materially increased and Lender is entitled to be compensated
for such increased risk. Borrower agrees that the increase in the rate of interest payable under
this Note to the Default Rate as provided above represents a fair and reasonable estimate, taking
into account all circumstances existing on the Closing Date, of the additional costs and expenses
Lender will incur by reason of Borrower’s delinquent payment and the additional compensation
Lender is entitled to receive for the increased risks of nonpayment associated with a delinquent
loan.

9, Personal Liability of Borrower.

(a) Borrower shall be personally liable under this Note, the Security
Instrument and the other Borrower Loan Documents for (i) the repayment of the Indebtedness,
including, without limitation, all amounts due under this Note, and (ii) the performance of all
other obligations of Borrower under this Note and the other Borrower Loan Documents.
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(b) Borrower shall at all times be personally liable to Lender for the
repayment of a portion of the Indebtedness equal to any loss or damage suffered by Lender (the
“Losses™) as a result of (1) failure of Borrower to pay to Lender upon demand after an Event of
Default all Rents to which Lender is entitled under Section 3(a) of the Security Instrument and
the amount of all non-forfeited security deposits collected by Borrower from tenants then in
residence; (ii) failure of Borrower to apply all insurance proceeds and condemnation proceeds as
required by the Security Instrument; (iii) failure of Borrower to comply with Section 14(d) or (e)
of the Security Instrument relating to the delivery of books and records, statements, schedules,
and reports; (iv) fraud or material misrepresentation by Borrower or Guarantor or any general
partner, managing member, manager, officer, director, partner, member, agent or employee of
Borrower or Guarantor in connection with the application for or creation of the Indebtedness or
any request for any action or consent by or on behalf of Lender; (v) failure to apply Rents, first,
to the payment of reasonable operating expenses (other than property management fees that are
not currently payable pursuant to the terms of an Assignment of Management Agreement or any
other Borrower Loan Document) and then to amounts (“Debt Service Amounts™) payable under
this Note, the Security Instrument or any other Borrower Loan Document (except that Borrower
will not be personally liable (A) to the extent that Borrower lacks the legal right to direct the
disbursement of such sums because of a bankruptcy, receivership or similar judicial proceeding,
or (C) with respect to Rents that are distributed on account of any calendar year if Borrower has
paid all operating expenses and Debt Service Amounts for that calendar year); (vi) failure of
Borrower to comply with the provisions of Section 17(a) of the Security Instrument prohibiting
the commission of waste of the Mortgaged Property; or (vii) failure of Borrower to obtain and
maintain any local real estate tax abatement or exemption required under the Security
Instrument, or the reduction, revocation, cancellation or other termination of such abatement or
exemption, as a result of any act or omission by or on behalf of Borrower, Guarantor or any of
their respective partners, members, managers, directors, officers, agents, employees or
representatives.

(c) For purposes of determining Borrower’s personal liability under this
Section 9, all payments made by Borrower with respect to the Indebtedness and all amounts
received by Lender from the enforcement of its rights under the Security Instrument shall be
applied first to the portion of the Indebtedness for which Borrower has no personal liability.

(d) Borrower shall at all times be personally liable to Lender for the
repayment of all of the Indebtedness upon the occurrence of any of the following Events of
Default: (i) Borrower’s acquisition of any property or operation of any business not permitted by
Section 32 of the Security Instrument; or (ii) a Transfer (including, but not limited to, a lien or
encumbrance) that is an Event of Default under Section 21 of the Security Instrument, other than
a Transfer consisting solely of the involuntary removal or involuntary withdrawal of a general
partner in a limited partnership or a manager in a limited liability company; or (iii) a Bankruptcy
Event, as defined by the Security Instrument (but only if the Bankruptcy Event occurs with the
consent or active participation of Borrower, its General Partner, Guarantor or any Borrower
Affiliate.

(e) In addition to the Borrower’s personal liability pursuant to the other
provisions of this Note, Borrower shall at all times be personally liable to Lender for (i) the
performance of all of Borrower’s obligations under Sections 18 and 43(i) of the Security
Multifamily Note (Taxable) Villa de Guadalupe
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Instrument (relating to environmental matters) and the Agreement of Environmental
Indemnification; (ii) the costs of any audit under Section 14(d) of the Security Instrument; and
(iii) any costs and expenses incurred by Lender in connection with the collection of all amounts
for which Borrower is personally liable under this Section 9, including out of pocket expenses
and reasonable fees of aftorneys and expert witnesses and the costs of conducting any
independent audit of Borrower’s books and records to determine the amount for which Borrower
has personal liability.

® To the extent that Borrower has personal liability under this Section 9,
Lender may exercise its rights against Borrower personally without regard to whether Lender has
exercised any rights against the Mortgaged Property or any other security, or pursued any rights
against any guarantor, or pursued any other rights available to Lender under this Note, the
Security Instrument, any other Borrower Loan Document or applicable law. For purposes of this
Section 9, the term “Mortgaged Property” shall not include any funds that (i) have been applied
by Borrower as required or permitted by the Security Instrument prior to the occurrence of an
Event of Default or (ii) Borrower was unable to apply as required or permitted by the Security
Instrument because of a bankruptcy, receivership, or similar judicial proceeding. To the fullest
extent permitted by applicable law, in any action to enforce Borrower’s personal liability under
this Section 9, Borrower waives any right to set off the value of the Mortgaged Property against
such personal liability.

(g)  Nothing herein or in the other Borrower Loan Documents shall be deemed
to be a waiver of any right which the Lender or the Servicer may have under Sections 506(a),
506(b), 1111(b) or any other provision of the United States Bankruptcy Code, as such sections
may be amended, or corresponding or superseding sections of the Bankruptcy Amendments and
Federal Judgeship Act of 1984, to file a claim for the full amount due to the Lender and the
Servicer hereunder and under the other Borrower Loan Documents or to require that all collateral
shall continue to secure the amounts due hereunder and under the other Borrower Loan
Documents.

10. Prepayments.

(a) Borrower may voluntarily prepay all or a portion of this Note without
penalty or premium. Any voluntary prepayment shall be made upon not less than thirty (30)
days prior written notice to Servicer. Such prepayment shall be made by paying (i) the amount
of principal outstanding, (ii) all accrued interest, and (iii) all other sums due Lender at the time of
such prepayment. In connection with any such prepayment, the Borrower shall wire transfer the
amount required hereunder in immediately available funds by 2:00 p.m., New York City time, on
the date of prepayment.

(b)  Upon Lender’s exercise of any right of acceleration under this Note,
Borrower shall pay to Lender, in addition to the entire unpaid principal balance of this Note
outstanding at the time of the acceleration, all accrued interest and all other sums due Lender.

(c) The Borrower shall prepay the entire outstanding principal balance of this
Note, at the direction of the Lender, at a price equal to the outstanding principal balance of this
Note, plus accrued interest and any other amounts payable under this Note or the Borrower Loan
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Agreement through the date of prepayment, upon the occurrence of any event or condition
described below:

(D no later than the day before (a) any sale of the Project,
restructuring of the Borrower or any other event that would cause or be deemed to cause an
assumption of obligations of an unrelated party for purposes of Section 1.150-1(d)(2) of the
Regulations (any such event referred to herein as a “Transfer”) which Transfer would occur
within six months of a “refinancing” (as contemplated by such Regulation), or (b) any
“refinancing” that would occur within six months of a Transfer; or

(2) in whole, upon a Determination of Taxability as to the Tax Exempt
Note.

In connection with any such prepayment, the Borrower shall wire transfer
immediately available funds by no later than 2:00 p.m., New York City time, on the date fixed
by the Lender, which date shall be communicated by the Lender in writing to the Borrower;
provided, however, that in the case of a prepayment as a result of a Determination of Taxability
which is unrelated to any action or inaction on the part of the Borrower, such date shall be no
earlier than ninety (90) days after Borrower’s receipt of such written communication from the
Lender.

(d) The Borrower shall prepay the outstanding principal balance of this Note
at the direction of the Lender, in whole or in part, at a price equal to the amount of principal
being prepaid plus accrued interest and any other amounts payable under this Note or the other
Borrower Loan Documents, upon the occurrence of any event or condition described below:

(1) in whole or in part, if the Mortgaged Property shall have been
damaged or destroyed to the extent that it is not practicable or feasible to rebuild, repair or
restore the damaged or destroyed property within the period and under the conditions described
in the Security Instrument following such event of damage or destruction; or

(2)  in whole or in part, if title to, or the use of, all or a portion of the
Mortgaged Property shall have been taken under the exercise of the power of eminent domain by
any Governmental Authority which results in a prepayment of this Note under the conditions
described in the Security Instrument; or

3) in whole or in part, to the extent that insurance proceeds or
proceeds of any condemnation award with respect to the Mortgaged Property are not applied to
restoration of the Mortgaged Property in accordance with the provisions of the Security
Instrument.

In connection with any such prepayment, the Borrower shall wire transfer
immediately available funds by no later than 2:00 p.m., New York City time, on the date fixed
by the Lender, which date shall be communicated by the Lender in writing to the Borrower. To
the extent that the Borrower receives any insurance proceeds or condemnation awards that are to
be applied to the prepayment of this Note, such amounts shall be applied to the prepayment of
this Note.
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(e) Any permitted or required prepayment of less than the unpaid principal
balance of this Note shall not extend or postpone the due date of any subsequent monthly
installments or change the amount of such installments, unless Lender agrees otherwise in
writing.

® Notwithstanding anything herein to the contrary, Borrower shall prepay
this Note in full, together with all amounts due under the Borrower Loan Documents, on the
earlier to occur of (i) the Conversion Date and (ii) on any prepayment, in whole or in part, of the
Tax Exempt Note.

11.  Costs and Expenses. To the fullest extent allowed by applicable law, Borrower
shall pay all expenses and costs, including, without limitation, out-of-pocket expenses and
reasonable fees of attorneys (including, without limitation, in-house attorneys) and expert
witnesses and costs of investigation, incurred by Lender as a result of any default under this Note
or in connection with efforts to collect any amount due under this Note, or to enforce the
provisions of any of the other Borrower Loan Documents, including those incurred in post-
judgment collection efforts and in any bankruptcy proceeding (including any action for relief
from the automatic stay of any bankruptcy proceeding) or judicial or non-judicial foreclosure
proceeding. For purposes of Section 9(f) and this Section 11, attorneys’ out of pocket expenses
shall include, but are not limited to, support staff costs, costs of preparing for litigation,
computerized research, telephone and facsimile transmission expenses, mileage, deposition
costs, postage, duplicating, process service, videotaping and similar costs and expenses.

12.  Forbearance. Any forbearance by Lender in exercising any right or remedy
under this Note, the Security Instrument, or any other Borrower Loan Document or otherwise
afforded by applicable law, shall not be a waiver of or preclude the exercise of that or any other
right or remedy. The acceptance by Lender of any payment after the due date of such payment,
or in an amount which is less than the required payment, shall not be a waiver of Lender’s right
to require prompt payment when due of all other payments or to exercise any right or remedy
with respect to any failure to make prompt payment. Enforcement by Lender of any security for
Borrower’s obligations under this Note shall not constitute an election by Lender of remedies so
as to preclude the exercise of any other right or remedy available to Lender.

13. Waivers.  Presentment, demand, notice of dishonor, protest, notice of
acceleration, notice of intent to demand or accelerate payment or maturity, presentment for
payment, notice of nonpayment, grace, and diligence in collecting the Indebtedness are waived
by Borrower and all endorsers and guarantors of this Note and all other third party obligors.

14.  Borrower Loan Charges. Neither this Note nor any of the other Borrower Loan
Documents shall be construed to create a contract for the use, forbearance or detention of money
requiring payment of interest at a rate greater than the maximum interest permitted to be charged
under applicable law. If any applicable law limiting the amount of interest or other charges
permitted to be collected from Borrower in connection with the Borrower Loan is interpreted so
that any interest or other charge provided for in any Borrower Loan Document, whether
considered separately or together with other charges provided for in any other Borrower Loan
Document, violates that law, and Borrower is entitled to the benefit of that law, that interest or
charge is hereby reduced to the extent necessary to eliminate that violation. The amounts, if any,
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previously paid to Lender in excess of the permitted amounts shall be applied by Lender to
reduce the unpaid principal balance of this Note. For the purpose of determining whether any
applicable law limiting the amount of interest or other charges permitted to be collected from
Borrower has been violated, all Indebtedness that constitutes interest, as well as all other charges
made in connection with the Indebtedness that constitute interest, shall be deemed to be allocated
and spread ratably over the stated term of this Note. Unless otherwise required by applicable
law, such allocation and spreading shall be effected in such a manner that the rate of interest so
computed is uniform throughout the stated term of this Note.

15.  Obligations of the Borrower Absolute and Unconditional. Subject to Section
9, the obligations of the Borrower to make all payments required under this Note and the other
Borrower Loan Documents on or before the date the same become due, and to perform all of its
other obligations, covenants and agreements hereunder and under the other Borrower Loan
Documents shall be primary, absolute, unconditional and irrevocable, and shall be paid or
performed strictly in accordance with the terms of this Note and the other Borrower Loan
Documents under any and all circumstances, without notice or demand, and without abatement,
deduction, set-off, counterclaim, recoupment or defense or any right of termination or
cancellation arising from any circumstance whatsoever, whether now existing or hereafter
arising, and irrespective of whether the Borrower’s title to the Mortgaged Property or to any part
thereof is defective or nonexistent, and notwithstanding any damage due to loss, theft or
destruction of the Mortgaged Property or any part thereof, any failure of consideration or
frustration of commercial purpose, the taking by eminent domain of title to or of the right of
temporary use of all or any part of the Mortgaged Property, legal curtailment of the Borrower’s
use thereof, the eviction or constructive eviction of the Borrower, any change in the tax or other
laws of the United States of America, the State or any political subdivision thereof, any change
in the Lender’s legal organization or status, or any default of the Lender hereunder or under any
other Borrower Loan Document, and regardless of the invalidity of any action of the Lender or
the invalidity of any portion of this Note or the other Borrower Loan Documents. Provided
further, the obligations of Borrower under this Note and the other Borrower Loan Documents
shall not be affected by:

(a) any lack of validity or enforceability of any Borrower L.oan Document or
any of the Related Documents;

(b) any amendment of, or any waiver or consent with respect to, any of the
Borrower Loan Documents or Related Documents;

(©) the existence of any claim, set-off, defense or other rights which
Borrower, its general partners or Guarantor may have at any time against Lender (other than the
defense of payment in accordance with the terms of this Note or the other Borrower Loan
Documents) or any other Person, whether in connection with this Note or any other Borrower
Loan Document, the Related Documents or any transaction contemplated thereby or any
unrelated transaction;

(d) any breach of contract or other dispute between Borrower, its general

partners or Guarantor, and Lender;
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(e) any Funding Requisition or any document presented in connection
therewith, proving to be forged, fraudulent, untrue, inaccurate, invalid or insufficient in any
respect (except in the event of willful misconduct by Lender with respect to same); or

® any exchange, release or nonperfection of any lien or security interest in
any collateral pledged or otherwise provided to secure any of the obligations contemplated
herein, in any other Borrower Loan Document or in any Related Document.

The Borrower hereby waives the application to it of the provisions of any statute or other law
now or hereafter in effect contrary to any of its obligations, covenants or agreements under this
Note or the other Borrower Loan Documents or which releases or purports to release the
Borrower therefrom. Nothing contained herein shall be construed as prohibiting the Borrower
from pursuing any rights or remedies it may have against any Person in a separate legal
proceeding.

16. Commercial Purpose. Borrower represents that the Indebtedness is being
incurred by Borrower solely for the purpose of carrying on a business or commercial enterprise,
and not for personal, family, household or agricultural purposes.

17. Counting of Days. Except where otherwise specifically provided, any reference
in this Note to a period of “days” means calendar days, not Business Days.

18.  Notices. All notices, demands and other communications required or permitted to
be given by Lender to Borrower pursuant to this Note shall be in writing, and addressed as set
forth below. Each notice shall be deemed given on the earliest to occur of (a) the date when the
notice is received by the addressee; (b) the first (1%) Business Day after the notice is delivered to
a recognized overnight courier service, with arrangements made for payment of charges for next
Business Day delivery; or (c) the third (3rd) Business Day after the notice is deposited in the
United States mail with postage prepaid, certified mail, return receipt requested.

If to Lender: Citibank, N.A.
388 Greenwich Street, 8™ Floor
New York, New York 10013
Attention: Transaction Management Group
Re: Villa de Guadalupe, Deal ID No. 24261
Facsimile: (212) 723-8209

And to: Citibank, N.A.
325 East Hillcrest Drive, Suite 160
Thousand Oaks, California 91360
Attention: Operations Manager/Asset Manager
Re: Villa de Guadalupe, Deal ID No. 24261
Facsimile: (805) 557-0924
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Prior to the Conversion
Date, with a copy to:

Following the Conversion
Date, with a copy to:

And a copy of any notices
of default sent to::

If to Borrower:

With a copy to:

And a copy to:
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Citibank, N.A.

388 Greenwich Street, 8 Floor

New York, New York 10013

Attention: Account Specialist

Re: Villa de Guadalupe, Deal ID No. 24261
Facsimile: (212) 723-8209

Citibank N.A.

c¢/o Berkadia Commercial Servicing Department
323 Norristown Road, Suite 300

Ambler, Pennsylvania 19002

Attention: Client Relations Manager

Re: Villa de Guadalupe, Deal ID No. 24261
Facsimile: (215) 328-0305

Citibank, N.A.

388 Greenwich Street

New York, New York 10013

Attention: General Counsel’s Office

Re: Villa de Guadalupe, Deal ID No. 24261
Facsimile: (646) 291-5754

Burnham VDG Venture LP

c/o Standard Property Company
1901 Avenue of the Stars, Suite 395
Los Angeles, California 90067
Facsimile: (310) 551-1666

Rutan & Tucker, LLP

611 Anton Boulevard, 14™ Floor
Costa Mesa, California 92626
Attention: Randall M. Babbush
Facsimile: (714) 546-9035

Aegon LIHTC Fund 50, LLC

c/o AEGON USA Realty Advisors, LL.C
4333 Edgewood Road, NE

Mail Drop 5553

Cedar Rapids, lowa 52499

Attention: LIHTC Reporting
Facsimile: (319) 355-8030

Villa de Guadalupe
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With a copy to: Holland & Knight LLP
10 St. James Avenue, 1 1" Floor
Boston, Massachusetts 02116
Attention: Jonathan I. Sirois, Esq.
Facsimile: (617) 523-6850

The Borrower, Lender and Equity Investor may change the address to which notices
intended for it are to be directed by means of notice given to the other party in accordance with
this Section 18. Each party agrees that it will not refuse or reject delivery of any notice given in
accordance with this Section 18, that it will acknowledge, in writing, the receipt of any notice
upon request by the other party and that any notice rejected or refused by it shall be deemed for
purposes of this Section 18 to have been received by the rejecting party on the date so refused or
rejected, as conclusively established by the records of the U.S. Postal Service or the courier

service.

19.  Payments on Non-Business Day. If the date for the making of any payment
under this Note is not a Business Day, such payment shall be due and payable on the next
succeeding Business Day.

20. Terms of Note Governing Payment Matters Control in the Event of any
Conflict. In the event the provisions of the Borrower Loan Agreement or the other Borrower
Loan Documents (other than this Note) conflict with the provisions of this Note which govern -
the terms of repayment of the Borrower Loan or the payment of other amounts due in connection
with the Borrower Loan (including, without limitation, the provisions of this Note which govern
the required payments of principal, interest and other amounts due in connection with the
Borrower Loan, the manner of payment, the calculation of interest, the payment of the Lender’s
costs and expenses, the application of payments received by the Lender, the acceleration of
amounts owed by the Borrower, late charges, default rates of interest, prepayments, prepayment
premiums or maximum rates of interest or similar charges), the provisions of this Note shall
govern and control.

21. Local Law Provisions (California).

(a) If any Guarantor is liable for only a portion of the Indebtedness, Borrower
hereby waives its rights under California Civil Code Section 2822(a) to designate the portion of
the Indebtedness that shall be satisfied by Borrower’s partial payment.

Moultifamily Note (Taxable) Villa de Guadalape
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(b)  Borrower hereby expressly waives any right it may have, under California
Civil Code Section 2954.10 or otherwise, to prepay this Note, in whole or in part, without
prepayment charge, upon acceleration of the maturity date of this Note, and agrees that if for any
reason, a prepayment of any or all of this Note is made, whether voluntarily or upon or following
any acceleration of the maturity date of this Note by Lender, then Borrower shall pay the
prepayment premium calculated pursuant to Section 10 hereof. By initialing this provision in the
space provided below, Borrower hereby declares that Lender’s agreement to make the Borrower
Loan at the interest rate provided for herein and for the term set forth in this Note constitutes
adequate consideration, given individual weight by Borrower, for this waiver and agreement.

INITIALS OF BORROWER:

22.  Determinations by Lender. Except to the extent expressly set forth in this Note
to the contrary, in any instance where the consent or approval of Lender may be given or is
required, or where any determination, judgment or decision is to be rendered by Lender under
this Note, the granting, withholding or denial of such consent or approval and the rendering of
such determination, judgment or decision shall be made or exercised by Lender, as applicable (or
its designated representative) at its sole and exclusive option and in its sole and absolute

discretion.

23.  Release; Indemnity.

(&)  Release. Borrower covenants and agrees that, in performing any of its
rights or duties under this Note, neither the Beneficiary Parties, nor their respective agents or
employees, shall be liable for any losses, claims, damages, liabilities and expenses that may be
incurred by any of them as a result of such performance, except to the extent such liability for
any losses, claims, damages, liabilities or expenses arises out of the willful misconduct or gross

negligence of such party.

(b)  Indemnity. Borrower hereby agrees to indemnify and hold harmless the
Beneficiary Parties and their respective agents and employees from and against any and all
losses, claims, damages, liabilities and expenses including, without limitation, reasonable
attorneys® fees and costs and disbursements, which may be imposed or incurred by any of them
in connection with this Note, except that no such party will be indemnified for any losses,
claims, damages, liabilities or expenses arising out of the willful misconduct or gross negligence

of such party.

24.  Governing Law. This Note shall be governed by and enforced in accordance
with the laws of the Property Jurisdiction, without giving effect to the choice of law principles of
the Property Jurisdiction that would require the application of the laws of a jurisdiction other

than the Property Jurisdiction.

25.  Consent to Jurisdiction and Venue. Borrower agrees that any controversy
arising under or in relation to this Note shall be litigated exclusively in the Property Jurisdiction.
The state and federal courts and authorities with jurisdiction in the Property Jurisdiction shall
have exclusive jurisdiction over all controversies which shall arise under or in relation to this
Mutltifamily Note (Taxable) Villa de Guadalupe
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(b)  Borrower hereby expressly waives any right it may have, under California
Civil Code Section 2954.10 or otherwise, to prepay this Note, in whole or in part, without
prepayment charge, upon acceleration of the maturity date of this Note, and agrees that if for any
reason, a prepayment of any or all of this Note is made, whether voluntarily or upon or following
any acceleration of the maturity date of this Note by Lender, then Borrower shall pay the
prepayment premium calculated pursuant to Section 10 hereof. By initialing this provision in the
space provided below, Borrower hereby declares that Lender’s agreement to make the Borrower
Loan at the interest rate provided for herein and for the term set forth in this Note constitutes
adequate consideration, given individual weight by Borrower, for this waiver and agreement.

INITIALS OF BORROWER: M. ]

22.  Determinations by Lender. Except to the extent expressly set forth in this Note
to the contrary, in any instance where the consent or approval of Lender may be given or is
required, or where any determination, judgment or decision is to be rendered by Lender under
this Note, the granting, withholding or denial of such consent or approval and the rendering of
such determination, judgment or decision shall be made or exercised by Lender, as applicable (or
its designated representative) at its sole and exclusive option and in its sole and absolute

discretion.

23. Release; Indemnity.

(&)  Release. Borrower covenants and agrees that, in performing any of its
rights or duties under this Note, neither the Beneficiary Parties, nor their respective agents or
employees, shall be liable for any losses, claims, damages, liabilities and expenses that may be
incurred by any of them as a result of such performance, except to the extent such liability for
any losses, claims, damages, liabilities or expenses arises out of the willful misconduct or gross

negligence of such party.

(b)y  Indemnmity. Borrower hereby agrees to indemnify and hold harmless the
Beneficiary Parties and their respective agents and employees from and against any and all
losses, claims, damages, liabilities and expenses including, without limitation, reasonable
attorneys’ fees and costs and disbursements, which may be imposed or incurred by any of them
in connection with this Note, except that no such party will be indemnified for any losses,
claims, damages, liabilities or expenses arising out of the willful misconduct or gross negligence

of such party.

24,  Governing Law. This Note shall be governed by and enforced in accordance
with the laws of the Property Jurisdiction, without giving effect to the choice of law principles of
the Property Jurisdiction that would require the application of the laws of a jurisdiction other

than the Property Jurisdiction.

25. Consent to Jurisdiction and Venue. Borrower agrees that any controversy
arising under or in relation to this Note shall be litigated exclusively in the Property Jurisdiction.
The state and federal courts and authorities with jurisdiction in the Property Jurisdiction shall
have exclusive jurisdiction over all controversies which shall arise under or in relation to this
Multifamily Note (Taxable) Villa de Guadalupe
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Note. Borrower irrevocably consents to service, jurisdiction, and venue of such courts for any
such litigation and waives any other venue to which it might be entitled by virtue of domicile,
habitual residence or otherwise. However, nothing herein is intended to limit Lender’s right to
bring any suit, action or proceeding relating to matters arising under this Note against Borrower
or any of Borrower’s assets in any court of any other jurisdiction.

26.  Severability. The invalidity, illegality or unenforceability of any provision of
this Note shall not affect the validity, legality or enforceability of any other provision, and all
other provisions shall remain in full force and effect.

27. Remedies Cumulative. In the event of Borrower’s default under this Note, the
Lender may exercise all or any one or more of its rights and remedies available under this Note,
at law or in equity. Such rights and remedies shall be cumulative and concurrent, and may be
enforced separately, successively or together, and the exercise of any particular right or remedy
shall not in any way prevent the Lender from exercising any other right or remedy available to
the Lender. The Lender may exercise any such remedies from time to time as often as may be
deemed necessary by the Lender.

28.  No _Agency or Partnership. Nothing contained in this Note shall constitute
Lender as a joint venturer, partner or agent of Borrower, or render Lender liable for any debts,
obligations, acts, omissions, representations or contracts of Borrower.

29.  Entire Agreement; Amendment and Waiver. This Note contains the complete
and entire understanding of the parties with respect to the matters covered. This Note may not be
amended, modified or changed, nor shall any waiver of any provision hereof be effective, except
by a written instrument signed by the party against whom enforcement of the waiver,
amendment, change, or modification is sought, and then only to the extent set forth in that
instrument. No specific waiver of any of the terms of this Note shall be considered as a general
waiver.

30.  Further Assurances. Borrower shall at any time and from time to time,
promptly execute and deliver all further instruments and documents, and take all further action
that may be reasonably necessary or desirable, or that Lender may reasonably request, in order to
protect any right or interest granted by this Note or to enable Lender to exercise and enforce its
rights and remedies under this Note.

31.  Captions. The captions of the sections of this Note are for convenience only and
shall be disregarded in construing this Note.

32. Servicer. Borrower hereby acknowledges and agrees that, pursuant to the terms
of the Security Instrument: (a) from time to time, Lender may appoint a servicer to collect
payments, escrows and deposits, to give and to receive notices under this Note or the other
Borrower Loan Documents, and to otherwise service the Borrower Loan and (b) unless Borrower
receives written notice from Lender to the contrary, any action or right which shall or may be
taken or exercised by Lender may be taken or exercised by such servicer with the same force and
effect.

Multifamily Note (Taxable) Villa de Guadalupe
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33. Waiver of Trial by Jury. TO THE MAXIMUM EXTENT PERMITTED
UNDER APPLICABLE LAW, EACH OF BORROWER AND LENDER (a) COVENANTS
AND AGREES NOT TO ELECT A TRIAL BY JURY WITH RESPECT TO ANY ISSUE
ARISING OUT OF THIS NOTE OR THE RELATIONSHIP BETWEEN THE PARTIES THAT
IS TRIABLE OF RIGHT BY A JURY AND (b) WAIVES ANY RIGHT TO TRIAL BY JURY
WITH RESPECT TO SUCH ISSUE TO THE EXTENT THAT ANY SUCH RIGHT EXISTS
NOW OR IN THE FUTURE. THIS WAIVER OF RIGHT TO TRIAL BY JURY IS
SEPARATELY GIVEN BY EACH PARTY KNOWINGLY AND VOLUNTARILY WITH
THE BENEFIT OF COMPETENT LEGAL COUNSEL. IF FOR ANY REASON THIS
WAIVER IS DEEMED TO BE UNENFORCEABLE, ALL SUCH DISPUTES SHALL BE
RESOLVED BY JUDICIAL REFERENCE PURSUANT TO THE PROVISIONS OF SECTION
43(J) OF THE SECURITY INSTRUMENT.

34.  Time of the Essence. Time is of the essence with respect to this Note.

35.  Modifications. All modifications (if any) to the terms of this Note
(“Modifications”) are set forth on Schedule C attached to this Note. In the event of a Transfer
under the terms of the Security Instrument, some or all of the Modifications to this Note may be
modified or rendered void by Lender at its option by notice to Borrower or such transferee.

36.  Attached Schedules. The following Schedules are attached to this Note and are
incorporated by reference herein as if more fully set forth in the text hereof:

Schedule A — Principal and Interest Payments
Schedule B — Prepayment Premium
Schedule C — Modifications to Multifamily Note (Taxable)

The terms of this Note are modified and supplemented as set forth in said Schedules. To the
extent of any conflict or inconsistency between the terms of said Schedules and the text of this
Note, the terms of said Schedules shall be controlling in all respects.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]

Multifamily Note (Taxable) Villa de Guadalupe
16



IN WITNESS WHEREOF, the undersigned has duly executed and delivered this
Multifamily Note (Taxable) or caused this Multifamily Note (Taxable) to be duly executed and
delivered by its authorized representative as of the date first set forth above.

BORROWER:

BURNHAM VDG VENTURE LP, a California
limited partnership

By:  Burnham VDG Manager LP, a California
limited partnership, its Administrative
General Partner

By:  Burnham GP LLC, a California
limited liability company, its General
Partner

o ot (fer

Scott J. Alter
Manager

By:  Housing on Merit VI LLC, a California
limited liability company, its Managing
General Partner

By:  Housing on Merit, a California
nonprofit public benefit corporation,

its Manager

By:
Jennifer Litwak
Executive Director

Multifamily Note (Taxable) Villa de Guadalupe
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IN WITNESS WHEREOF, the undersigned has duly executed and delivered this
Multifamily Note (Taxable) or caused this Multifamily Note (Taxable) to be duly executed and
delivered by its authorized representative as of the date first set forth above.

BORROWER:

BURNHAM VDG VENTURE LP, a California
limited partnership

By:  Burnham VDG Manager LP, a California
limited partnership, its Administrative
General Partner

By:  Burnham GP LLC, a California

limited liability company, its General
Partner

By:

Scott J, Alter
Manager

By:  Housing on Merit VI LLC, a California
limited liability company, its Managing
General Partner

By:  Housing on Merit, a California
nonprofit public benefit corporation,
its Manager

By:
ak
Exgpcutive Director
Multifamily Note (Taxable) Villa de Guadalupe
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PAY TO THE ORDER OF:

CITIBANK, N.A.,
AS ASSIGNEE UNDER THAT CERTAIN

FUNDING LOAN AGREEMENT
DATED AS OF MAY 1, 2017

WITHOUT RECOURSE
CITY OF SAN JOSE, CALIFORNIA

s AedO— s Qi

Toni J. Taber, City Clerk Julia/il. Cooper, Directdr of Finance

w Lol

Davﬁ/Bopf, Interim Assistant Ditector of
Housing

Approved as to form:

PP LN

Kevin Fisher, Chief Deputy City Attorney
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SCHEDULE A

INTEREST PAYMENTS

1. Interest Rate. Except as provided in Paragraphs 8 and 14 of this Note, interest
(“Note Interest”) shall accrue on the unpaid principal of this Note from the Closing Date until
paid in full at an annual rate (the “Interest Rate”) as follows:

(a) Adjustable Interest Rate. Interest shall accrue at the Adjustable Rate.

(b) Interest Rate Adjustment. The Adjustable Rate shall be determined by
Lender on each Rate Determination Date and shall be adjusted on each
Reset Date until this Note is repaid in full. Accrued interest on this Note
shall be paid in arrears.

(c) Maximum Rate. Notwithstanding any other provision of this Note to the
contrary, Note Interest shall not exceed the Maximum Rate, as the
Maximum Rate may change in accordance with this Note.

(d) Interest Accrual. Note Interest shall be computed on the basis of the
actual number of days in the period in respect of which payment is being
made, divided by 365 (or, if any portion of that period falls in a leap year,
the sum of (i) the actual number of days in that portion of the period
falling in a leap year divided by 366 and (ii) the actual number of days in
that portion of the period falling in a non-leap year divided by 365).

2. Definitions. For purposes of this Schedule A, the following terms shall have the
meanings set forth below:

“Accrual Period” means the period commencing on the first calendar day of each
month and continuing to but excluding the first calendar day of the following month (without
adjustment in either case for Business Day payment conventions).

“Adjustable Rate” means the sum of (i) the Current Index, and (ii) the Margin,
which sum is then rounded to five decimal places.

“Current Index” means the Index that is determined by Lender on each Rate
Determination Date.

“Index” means the London Inter-Bank Offered Rate for 1-month U.S. Dollar-
denominated deposits administered by the ICE Benchmark Administration Limited (formerly
administered by the British Bankers Association, or such other person which takes over the
administration of that rate) which appears on Reuters Screen LIBORO01 Page (or any successor
page) as of 11:00 a.m., London time, on the Rate Determination Date (the “LIBOR Rate”). If
Lender determines that use of the Index would violate any applicable law or regulation, or if the
Index becomes unavailable, then Lender, in its sole and absolute discretion, will choose a new
rate which is based upon comparable information and provide notice to Borrower of such choice.

Multifamily Note (Taxable) Villa de Guadalupe
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“London Business Day” shall mean any Business Day on which commercial
banks are open for general business (including dealings in foreign exchange and foreign
currency) in the city of London, England.

“Margin” means 2.35%.

“Payment Change Date” means the first day of the next succeeding Accrual
Period that follows each Reset Date until this Note is repaid in full.

“Rate Determination Date” means two (2) London Business Days prior to the
applicable Reset Date.

“Required Monthly Payment” shall have the meaning set forth in Paragraph 3
below.

“Reset Date” means the first day of each Accrual Period.

3. Monthly Interest Only Payments. Consecutive monthly installments of interest
only, each in the amount of the Required Monthly Payment (defined below), shall be payable on
each Loan Payment Date until the entire principal balance evidenced by this Note is fully paid.
The Required Monthly Payment shall be an amount equal to the Note Interest that has accrued on
the unpaid principal balance of the Borrower Loan during the applicable Accrual Period, and
shall change on each Payment Change Date based on the applicable Adjustable Rate and unpaid
principal balance. The entire unpaid principal balance and accrued but unpaid interest, if not
sooner paid, shall be due and payable on the Maturity Date.

4. Notification of Required Monthly Payment. Before each Payment Change
Date, Lender shall re-calculate the Adjustable Rate and shall notify Borrower (in the manner
specified in Section 18 of this Note for giving notices) of any change in the Required Monthly
Payment.

5. Error in Calculation of Required Monthly Payment. If Lender at any time
determines, in its sole but reasonable discretion, that it has miscalculated the amount of the
Required Monthly Payment (whether because of a miscalculation of the Adjustable Rate or
otherwise), then Lender shall give notice to Borrower of the corrected amount of the Required
Monthly Payment (and the corrected Adjustable Rate, if applicable) and (a) if the corrected
amount of the Required Monthly Payment represents an increase, then Borrower shall, within
thirty (30) calendar days thereafter, pay to Lender any sums that Borrower would have otherwise
been obligated under this Note to pay to Lender had the amount of the Required Monthly
Payment not been miscalculated, or (b) if the corrected amount of the Required Monthly
Payment represents a decrease thereof and Borrower is not otherwise in breach or default under
any of the terms and provisions of this Note, the Security Instrument or any other Borrower Loan
Document, then Borrower shall thereafter be paid the sums that Borrower would not have
otherwise been obligated to pay to Lender had the amount of the Required Monthly Payment not
been miscalculated.

Multifamily Note (Taxable) Villa de Guadalupe
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SCHEDULE B

MODIFICATIONS TO MULTIFAMILY NOTE

The following modifications are made to the text of the Note that precedes this Schedule:

1. Section 9 is amended by adding the following sentence to the end of subsection
(e) thereof:

“Borrower shall be personally liable to Lender for the payment of any payments made to
Borrower under the HAP Contract to the extent such payments are not made to the
Lender as provided for under that certain Assignment of Housing Assistance Payments
Agreement (pertaining to the HAP Contract, as defined therein), dated as of May 1, 2017,
by Borrower (as Owner) for the benefit of Lender.”

2. Section 9(a) is hereby modified by adding the following new sentence at the end
of the first sentence thereof:

“Notwithstanding anything to the contrary contained in this Section 9, the liability of
Borrower’s not-for-profit managing general partner shall be further limited to only those
Losses incurred as a result of any act or omission of such managing general partner.”

Capitalized terms used and not defined herein shall have the respective meanings ascribed to
them in the Note.

4826-8323-4883, v. 4
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CITY OF SANJ OSE
JUNIOR MULTIFAMILY HOUSING REVENUE BONDS
(VILLA DE GUADALUPE APARTMENTS) 2017SERIESB

MATURITY SCHEDULE FOR FINAL CDIAC

Series Par Amount M aturity Date

2017 Series B $4,615,712 June 1, 2052
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