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AUSTIN HOUSING
FINANCE CORPORATION

RBA AGENDA ITEM NO 3
CITY OF AUSTIN AGENDA DATE 5/24/07
RECOMMENDATION FOR BOARD ACTION PAGE 10F2

SUBJECT Approve a resolution authorizing the 1ssuance of Austin Housing Finance Corporation
501(c)(3) Mulufamuly Housing Revenue Bonds (Meadowood Project) Sertes 2007 1 an amount not
to exceed $9 950 000, and authorizing negotiatton and execution of a trust indenture a loan
agreement a regulatory agreement and other documents required to provide permancnt financing
of the Meadowood Apartments at 9601 Middle Fiskville Road Ausun TX to be owned and
operated by a single purpose Texas non profit corporation affihated with San Antomio Alternative
Housimng Corporation

AMOUNT & SOURCE OF FUNDING N/A

FISCAL NOTE N/A

REQUESTING DIRECTOR’S
DEPARTMENT Austin Housing Finance Corporation AUTHORIZATION

FOR MORE INFORMATION CONTACT Paul Hilgers Executive Director, Austin Housing .
Finance Corporation, 974-3108

PRIOR BOARD ACTION Public hearing held March 1 2007

PRIOR COUNCIL ACTION

The current project under considerauon involves the 1ssuance of up to $9 950 000 of 501(c)(3)
multt famuly non recourse bonds to provide permanent financing of the Meadowood Apartments at
9601 Middle Fishville Road Austun TX to be owned and operated by a single purpose Texas non
profit corporation affihated with San Antonio Alternatn e Housing Corporation a Texas Non profit
corporaton dedicated to providing affordable housing The new single purpose non profit
corporation that will own the apartment project will meet all the requirements to be designated and
certified as a Commumnity Housing Development Orgamzatuon (CHDO) The bonds to be issued
are repayable onlv from rents generated by the apartment complex and for which the full faith and
credit of the Citv or the Ausun Housmg Finance Corporation 1s not pledged

The Meadowood Apartments consist of 200 units of which 32 are one bedroom one bath umuts

and 168 are two bedroom two bath units The rents currenty range from 3619 to $749 with 20

percent of the uruts resers ed for families making less than 50 percent of Median Famuly Income

(MFI) and rented at rates that do not exceed 30 percent of the occupant s gross monthly income

70% reserved for families with imncomes below 80% of MI'T and 10 % of the uruts unrestricted .



The Austin Housing l'inance Corporation has 1ssued 501 (c}(3) bonds for two other apartment
projects sponsored by the San Antomo Alternanve [ousing Corporauon  [hesc include the
Rutland Place Apartments at 1647 1711 Rudand Drive and the Stony Creck project which mncludes
the Stony Creek Apartments at 4911 Manchaca and the Princeton Apartments at 8411 Arrport Blvd

Increasing the supply of reasonably priced rental housing continues to rank as one of the highest
priormies for Austin residents  Financing this project answers a commumty need and promotes the
AHFC mussion of  facihraung the financing and construcuon of housing which 1s affordable
accessible decent safe and samtary for residents of Austin



RESOLUTION NO

RESOLUTION AUTHORIZING AND APPROVING THE ISSUANCE,
SALE AND DELIVERY OF MULTIFAMILY HOUSING REVENUE
BONDS (MEADOWOOD APARI'MENTS PROJECT) SERIES 2007A AND
TAXABLE SERIES 2007B, APPROVING THE FORM AND SUBSTANCE
AND AUTHORIZING THE EXECUTION AND DELIVERY OF
RELATED DOCUMENTS, AND AUTHORIZING OTHER ACTIONS

WHEREAS Austin Housing Finance Corporatlonﬂé(th *Corporation") has been duly
created and orgamized by action of the City Council of the City. O%Austm Texas (the
"Sponsoring Governmental Umit") under the provisionssof the {Texagy ] Housing . Finance
Corporations Act, Chapter 394 Texas Local Government C e a$ amended (tﬁﬁ% yAct®) for the
purpose of providing a means of financing the costs of restdentil ownership nd development
that will provide decent, safe and sanitary housing for perséﬁ?’oﬁs Tow and moderate income at

§

prices they can afford, and P
i 4
5 ﬂ‘

WHEREAS the Act authorizes the Corporatlon otssue bonds o defray n whole or in
part the development costs of a residential development ﬁ

WHEREAS, the Board of Directors:of th Corporano (the ' Board") has determned to
authonze the 1ssuance of the Corporatlow‘%Mulufamily Housmg Revenue Bonds (Meadowood
Apartments Project) Sertes 2007A (the 'Sertes A Bon% )"Exﬁ'Taxable Series 2007B (the "Series
B Bonds") (collectively the 'Bondsi )‘?ﬁpursuant to and*m accordance with the terms of a Trust
Indenture (the Indenture}):bysand beﬁeen the Corporation and the trustee named therein (the
"Trustee"), for the’f)urposefof obtaining funﬁ??tg_gnance the Project (defined below) all under
and 1n accordaice with the Constltutmn and 1as of the State of Texas and

REAS the Corporation:desires to loan the proceeds of the Bonds to a non profit
an Antono AlternatiyéjHousing Corporation No 15 (the "Borrower™) 1n order to
finance the coﬁgof acquisttion and rehabilitation of the residential rental project described 1n
Exhibit A attached hereto (collectlvely the "Project”) located within the State of Texas and the
units theren reqvglred?pursua%‘dﬁﬁectlon 142(d) and 145 of the Internal Revenue Code of 1986,
as amended, to be \S&g::upled by persons and families of fow and families of moderate income, as
determmed by the Corporation and pay costs of 1ssuance of the Bonds, and

WHEREAS, ‘the Corporation and the Borrower will execute and deliver a Loan
Agreement (the "Loan Agreement") pursuant to which the Corporation will agree to lend funds
to the Borrower to enable the Borrower to finance the Project with such obligation evidenced by
promussory notes (collectively, the "Note') and

WHEREAS, 1t 1s also anticipated that the Borrower will execute and deliver a First Deed
of Trust Secunty Agreement and Assignment of Rents Security Agreement and Fixture Filing
(collectively the 'Mortgage ') pursuant to which the Borrower wili grant a hen upon and security




mterest m the respective properties in favor of the Corporation and the Trustee as security for
among other things, the performance of the Boriower s obligations under the Loan Agreement
and the Corporation has assigned its interest in the Project to the Trustee pursuant to an
Assignment of Lien and Security Interest from the Corporation to the Trustee (the
'Assignment") and

WHEREAS, the Board has determuned that the Corporation, the Trustee and the
Borrower will execute the Regulatory Agreement and Declaration of Restrictive Covenants to be
dated as of May 1, 2007 (the "Regulatory Agreement') with respect tg the PrO_ICCt which will be
filed of record in the real property records of the county 1n which't the Project 15 Flocated, and

WHEREAS, the Board has further determimed tlt the Corporauon will enter into a
Bond Purchase Agreement (the "Bond Purchase 1ff\greemet%i§iW ) ﬁ}the Borrower and Wachovia
Bank, National Association (the 'Bond Purchaser") settm%girt cerlain terms%and.‘condltlons
upon which the Bond Purchaser will purchase the Bondsfrom the Corporation’ and the

Corporation will sell the Bonds to the Bond Purchaser and

pelﬁ and the recitals contained to
%the 1ssuance of the Bonds, the

NOW THEREFORE’%‘BE lT RESOLVILD BY THE BOARD OF THE AUSTIN
HOUSING FINANCE CORPORATION

Sectlon 11 - Issuance, Exe tion and Dehvery of the Bonds That the 1ssuance of the
Bond51 hereby authorized underiand i accordance with the conditions set forth m the
Inderiture¥and’that upon execution and dehivery of the Indenture the authorized representatives
of the Corpr‘z}{p&\g\amed in the Regolution each are authorized hereby to execute and attest the
Bonds and to deliver-the Bonds (0 the Attorney General of the State of Texas for approval, the
Comptroller of Publlcﬂ:\Accounts of the State of Texas for registration and the Trustee for
authentication (to the extent requ1red in the Indenture) and thereafter to deliver the Bonds to the
order of the Bond Purchaser pursuant to the Bond Purchase Agreement The aggregate principal
amount of the Series A’Bonds s $ and the aggregate principal amount of the Series B
Bonds1s § The nterest rate for the Series A Bonds 1s ___ % per annum and the nterest

rate for the Series B Bonds maturing1s % per annum

Section 12 - Approval, Execution and Delivery of the Indenture That the form and
substance of the Indenture are hereby approved, and that the authorized representatives of the
Corporation named n this Resolution each are authorized hereby to execute and attest the
Indenture and to deliver the Indenture to the Trustee



Section 13 - Approval, Execution and Dehvery of the Loan Agreement, the Note
and Regulatory Agreement, Acceptance of Mortgage and Assignment That the form and
substance of the Loan Agreement, the Note and the Regulatory Agreement are hereby approved,
and that the authonized representatives of the Corporation named n this Resolution each are
authonized hereby to execute and attest the Loan Agreement and the Regulatory Agreement
provided further that the form and substance of the Mortgage and Assighment are hereby
approved and the Mortgage and Assignment are hereby accepted by the Corporation and that the
authonzed representatives of the Corporation named 1n ths Resolution each are authonzed
hereby to execute and attest any instruments in connection w1thgtﬁ’é”M0rtgag"3nd Assignment

Section 14 - Approval, Execution and Dehveryfof the Bond‘%ﬁi’urchase Agreement
That the sale of the Bonds to the Bond Purchaser 1s hereby approved@that the fo}m and substance
of the Bond Purchase Agreement are hereby approved SO]EI)%HI’I respect to thﬁéﬁﬁ%nds and that
the authorized representatives of the Corporation named 1n this;Resolution eachSaresauthorized
hereby to execute and attest the Bond Purchase Agreemcnt’é@cﬁely ‘\f"lth respect to the Bonds and
to deliver the Bond Purchase Agreement to the Borrower and the Bond Purchaser solely with
respect to the Bonds

representatives of the Corporation named 1n trs Refolutro
execute attest and affix the Corporatidn's seal lﬁ such
assignments, bonds certificates  contfacts, docum

" agreements commitments,
struments releases financing

poratedg,Herem That all of the terms and provisions of
each of th _ s an exhibit shall be and are hereby incorporated into and

Exhibit’ = Indenture
Exhib %Bﬂf}oan Agreemént
Exhibit %Regulato A%eement
Exhibit D Mortgaé”gﬁé

Exhibit E - Bonc}y?urchase Agreement
Exhibit F - Assignment

Section 1 7 - Power to Revise Form of Documents That, notwithstanding any other
provisions of this Resolution, the authorized representatives of the Corporation named m this
Resolution each are authorized hereby to make or approve such revisions m the form of the
documents attached hereto as exhibits as, in the judgment of such authorized representative or
authonzed representatives, and 1 the opinion of McCall Parkhurst & Horton L L P and Rafael
Quintanilla Co Bond Counsel to the Corporation, may be necessary or convenient to carry out or

3




assist in carrymg out the purpose of this Resolution such approval to be evidenced by the
execution of such documents by the authonzed representatives of the Corporation named 1n this
Resolution

Section 19 - Authorized Representatives That the President, Vice President and
Secretary are hereby named as authorized iepiesentatives of the Corporation for purposes of
executing attesting affixing the Corporation's seal to, and delivering the documents and
mstruments referred to heren

ADOPTED , 2007
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I'RUST INDENTURE
Dated as of May 1, 2007
between

AUSTIN HOUSING FINANCE CORPORATION,
as Issuer

and

AMERICAN NATIONAL BANK
as Trustee

Relating to

$9 375 000
Austin Housing Finance Corporation
Multifamily Housing Revenue Bonds
(Meadowood Apartments Project),
Series 2007A

and

$325,000
Austin Housing Finance Corporation
Muitifamly Housing Revenue Bonds
(Meadowood Apartments Project),
Taxable Series 2007B
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TRUST INDENTURE

THIS TRUST INDENTURE dated as of May 1, 2007 (as amended modified restated
or supplemented, this “Indenture ) 1s entered into by AUSTIN HOUSING FINANCE
CORPORATION, a housing finance corporation duly orgamzed and validly existing under the
laws of the State of Texas (together with 1its successors and assigns the Issuer ) and
AMERICAN NATIONAL BANK a national banking association (together with any successor
trustee or co trustee appointed hereunder the Trustee ),

WITNESSETH

WHEREAS the Issuer has been duly created and orgamzed pursuant to and in
accordance with the provisions of the Texas Housing Finance Corporations Act, as amended,
Texas Local Government Code, Chapter 394 (the “Act ), for the purpose of providing a means
of financing the costs of residential ownership and development that will provide decent, safe
and sanitary housing for persons of low and moderate income at prices or rentals they can afford
and

WHEREAS, the Act authorizes the Issuer (1) to make loans to any person to provide
financing for rental residential developments located within the City of Austin Texas and
mtended to be occupied substantially (at least 90%) by persons of low and moderate income, as
determined by the Issuer, (1) to 1ssue 1ts revenue bonds for the purpose of obtaining moneys to
make such loans and provide such financing, to establish necessary reserve funds and to pay
administrative costs and other costs incurred in connection with the 1ssuance of such bonds and
(11) to pledge all or any part of the revenues, receipts or resources of the Issuer, including the
revenues and receipts to be recerved by the Issuer from or in connection with such loans and to
mortgage pledge or grant security interests m such loans or other property of the Issuer in order
to secure the payment of the principal or redemption price of and wnterest on such bonds and

WHEREAS by proceedings adopted pursuant to and in accordance with the provisions
of the Act the Issuer has authonzed the 1ssuance of (1) 1its Multifamily Housing Revenue Bonds
(Meadowood Apartments Project) Series 2007A 1n the onginal aggregate principal amount of
$9 375000 (the Series A Bonds ) and () 1its Multifamily Housmg Revenue Bonds
{(Meadowood Apartments Project), Taxable Sertes 2007B 1n the ongmnal aggregate principal
amount of $325 000 (the ‘Series B Bonds and together with the Series A Bonds the Bonds™)
to provide permanent financing for a portion of the costs of the acquisition, rehabilitation and
equipping of a 200 urmit multifanuly residential rental project known as Meadowood Apartments
and located in Austin, Texas (the Project”) and

WHEREAS pursuant to a Loan Agreement dated as of May 1 2007 (as the same may be
amended modified, restated or supplemented from time to time 1n accordance with 1ts terms and
the terms hereof, the Loan Agreement ), between the Issuer and San Antonio Alternative
Housing Corporation No 15 a nonprofit corporation duly organized and vahdly existing under
the laws of the State of Texas (together with its permutted successors and assigns, the

Borrower ), the Issuer has agreed to issue the Bonds and lend the proceeds thereof to the
Borrower (the Loan ) and the Borrower has agreed to (1) apply the proceeds of the Loan to




finance a portion of the costs of acquisition, rehabilitation and equipping of the Project (1) make
payments sufficient to pay the principal of, premuum, 1f any, and interest on the Bonds when due
(whether at maturity by redemption, acceleration or otherwise) and (111) observe the other
covenants and agreements and make the other payments set forth therein and

WHEREAS, the Borrower has dehivered to the Issuer (1) 1ts promissory note dated May
_, 2007 mn an original principal amount equal to the origimal aggregate principal amount of the
Series A Bonds (as the same may be amended, supplemented restated or modified from time to
time, the Series A Note ) and (u) its pronussory note dated May _ 2007 in an onginal
principal amount equal to the original aggregate principal amount of the Series B Bonds (as the
same may be amended, supplemented restated or modified from time to time the Series B
Note ) (collectively, the Notes ) evidencing its obligation to repay the Loan and the Issuer has
made the Loan to the Borrower subject to the terms and conditions of the Loan Agreement and
this Indenture and

WHEREAS, the obligations of the Borrower under the Loan Agreement and the Notes
will be secured by, among other things, a First Deed of Trust, Assignment of Rents, Secunty
Agreement and Fixture Filing dated May _ , 2007 (as the same may be modified amended,
restated or supplemented from time to time, the Mortgage’ ) from the Borrower granting a first
lien on the Project to the trustee named therein for the benefit of the Issuer and by the other
Loan Documents (as defined herem), and

WHEREAS, the Issuer intends to assign to the Trustee, as security for the Bonds, the
Notes and the Mortgage and substantially all of the Issuer s rights under the Loan Agreement

NOW THEREFORE, in consideration of the premises and the mutual promises,
representations and agreements herein contamed, and other good and valuable consideration, the
receipt and sufficiency of which are hereby acknowledged, and intending to be legally bound the
parties hereto agree as follows

GRANTING CLAUSES

The Issuer 1n consideration of the premmses the acceptance by the Trustee of the trusts
hereby created the purchase and acceptance of the Bonds by the Owners thereof and of other
good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged,
and 1n order to secure the payment of the principal of redemption premium 1f any, and interest
on the Bonds according to their tenor and effect and to secure the performance and observance
by the Issuer of all the covenants agreements and conditions herein and 1n the Bonds contained
does hereby transfer pledge and assign, without recourse to the Trustee and 1ts successors and
assigns 1n trust forever, and does hereby grant a secunty interest unto the Trustee and its
successors n trust and 1its assigns, in and to all and singular the property described in
paragraphs (a), (b), (¢) and (d) below (sawd property being heremn referred to as the ‘ Trust
Estate ), to wit,

(a) All nght title and interest of the Issuer m to and under the Loan
Agreement (except the Unassigned Issuer s Rights as defined herem) and the Notes
mncluding without limitation, all rents, revenues and receipts derived by the Issuer from



the Borrower relating to the Project and imncluding, without hmitation all Pledged
Revenues, Loan Payments and Additional Payments (as defined heremn) derived by the
Issuer under and pursuant to, and subject to the provisions of, the Loan Agreement
(except the Unassigned [ssuer s Rights) provided that the pledge and assignment made
under this Indenture shall not impair or diminish the obligations of the Issuer under the
provisions of the Loan Agreement

(b)  All nght, title and mterest of the Issuer 1n, to and under together with all
nghts, remedies privileges and options pertaining to, the Bond Documents (as defined
herem), and all other payments, revenues and receipts derrved by the Issuer under and
pursuant to, and subject to the provisions of, the Bond Documents, except for the
Unassigned Issuer’s Rights

(c) All moneys and investments from time to time on deposit in or forming a
part of, all funds and accounts created and held by the Trustee under this Indenture (but
excluding the Costs of Issuance Fund and the Rebate Fund), subject to the provisions of
this Indenture permutting the application thereof for the purposes and on the terms and
conditions set forth herem

(d) Any and all other real or personal property of every kind and nature or
description which may from time to time hereafter by delivery or by writing of any kind
be subjected to the hien of this Indenture as additional security by the Issuer or anyone on
1ts part or with 1ts consent or which pursuant to any of the provisions hereof or of the
Loan Agreement may come into the possession or control of the Trustee or a receiver
appointed pursuant to this Indenture and the Trustee 1s hereby authorized to recerve any
and ail such property as and for additional security for the Bonds and to hold and apply
all such property subject to the terms hereof

TO HAVE AND TO HOLD, all and singular the Trust Estate with all rights and
privileges hereby transferred pledged assigned and/or granted or agreed or intended so to be, to
the Trustee and 1ts successors and assigns 1n trust forever

IN TRUST NEVERTHELESS upon the terms and conditions herein set forth for the
equal and proportionate benefit, security and protection of all present and future Owners of the
Outstanding Bonds, without preference, prionty or distinction as to participation n the lien,
benefit and protection of this Indenture of one Bond over or from the others except as herein
otherwise expressly provided,

PROVIDED, HOWEVER that 1if the [ssuer or 1ts successors or assigns shall well and
truly pay or cause to be paid the principal of and premium 1f any on such Bonds with interest,
according to the provisions set forth in the Bonds, or shall provide for the payment or redemption
of such Bonds by depositing or causing to be deposited with the Trustee the entire amount of
funds or securities requisite for payment or redemption thereof when and as authonzed by the
provisions of Article XII (it being understood that any payment with respect to the principal of or
interest on Bonds made by the Borrower shall not be deemed payment or provision for the
payment of the principal of or interest on Bonds except Bonds purchased and canceled by the
Trustee, all such uncancelled Bonds to remain Qutstanding and the principal of and interest




thereon payabie to the Owners therecof) and shall also pay or cause to be paid all other sums
payable hereunder by the Issuer, then these presents and the estate and rights hereby granted
shall cease, terminate and become void, and thercupon the Trustee, on payment of its lawful
charges and disbursements then unpaid on demand of the Issuer and upon the payment by the
Issuer of the cost and expenses thereof shall duly exccute, acknowledge and deliver fo the Issuer
such instruments of satisfaction or release as may be necessary or proper to discharge this
Indenture of rccord, and 1f necessary shall grant, reassign and deliver to the Issuer all and
singular the property nghts privileges and interests by 1t hereby granted, conveyed and
assigned, and all substitutes therefore or any part thereof, not previously disposed of or 1eleased
as herem provided, otherwise this Indenture shall be and remain n full force

THIS INDENTURE FURTHLER WITNESSETH and 1t 1s hereby expressly declared,
covenanted and agreed by and between the parties hereto, that all Bonds 1ssued and secured
hereunder are to be 1ssued, authenticated and delivered and that all the Trust Lstate is to be held
and applied under upon and subject to the terms, conditions, stipulations, covenants, agreements
trusts, uses and purposes as heremafter expressed, and the Issuer does hereby agree and covenant
with the Trustee, for the benefit of the respective Owners from time to time of the Bonds as
follows

ARTICLE {

DEFINITIONS, PROVISIONS Ok GENERAL APPLICATION

Section 1 01 Defimtions For all purposes of this Indenture, except as otherwise
expressly provided or unless the context otherwise clearly requires

(a) Capitalized terms not otherwise defined herein have the meanmgs ascribed
thereto in this Article [

(b) The terms ‘herein, ‘ hereof” and ‘hereunder’ and other words of similar
import refer to this Indenture as a whole and not lo any particular Article, Section or
other subdivision The terms agree and ‘agreements contained herein are intended to
mclude and mean covenant and covenants

(c) All references made (1) in the neuter masculine or femimne gender shall
be deemed to have been made in all such genders, and (n) m the singular or plural
number shall be deemed to have been made, respectively, in the plural or singular number
as well Singular terms shall include the plural as well as the singular and vice versa

(d) All accounting terms not otherwise defined heremn have the meanings
assigned to them and all computations herein provided for shall be made, 1n accordance
with the Approved Accounting Method All references herein to  Approved Accounting
Method refer to such principles as they exist at the date of application thereof

() All references 1n this instrument to designated ‘Articles” Sections’ and
other subdivisions are to the designated Articles, Sections and subdivisions of this
instrument as origmally executed



$3)] All references n this mstrument to a separate instrument are to such
separate mstrument as the same may be amended or supplemented from time to time
pursuant to the apphcable provisions thereof

(2) Whenever the term “includes or including 1s used n this Indenture
such terms mean 1ncludes or including by way of example and not limitation

(h) The following terms have the meanings set forth below
Act has the meaning set forth 1n the recitals to this Indenture

Act of Bankruptcy means the filing of a petitton in bankruptcy (or any other
commencement of a bankruptcy or similar proceeding) by or agamst the Borrower under any
applicable bankruptcy insolvency, reorganization or similar law, now or hereafter in effect
provided that in the case of an involuntary proceeding, such proceeding is not dismissed within
90 days after the commencement thereof

Actual Debt Service means for the applicable period, all scheduled payments due
pursuant to the Notes

Additional Payments means the Third Party Fees and other payments payable pursuant
to Sections 2 06 and 4 13 of the Loan Agreement

Affilate’ means as to any Person any other Person that, directly or mndirectly 1s 1n
Control of 1s Controlled by or 1s under common Control with such Person

Affoirdable Rents has the meaning set forth in the Regulatory Agreement

Approved Accounting Method means generally accepted accounting principles
applicable to entities orgamzed as the Borrower 1n the Unuted States of America as of the date of
the applicable financial report or such other modified accrual or cash basis system of accounting
approved by the Bondholder Representative

Authorized Amount means the sum of (1) $9 375,000, the principal amount of the Seres
A Bonds authonized to be i1ssued under this Indenture and (1) $325,000 the principal amount of
the Series B Bonds authorized to be 1ssued under this Indenture

Authorized Borrower Representative” means a person at the time designated and
authorized to act on behalf of the Borrower by a wrnitten certificate furnished to the Issuer the
Bondholder Representative and the Trustee, containing the specimen signature of such person
and signed on behalf of the Borrower by its Executive Director, which certificate may designate
one or more alternates

“Authorized Denomination means $100 000 principal amount and any multiples of $1 1n
excess thereof with respect to each series of the Bonds

‘Authorized Issuer Representative’ means the President or Vice President of the Issuer
or, to the extent heretofore or hereafter provided by resolution of the Issuer or otherwise any




other duly authorized officer of the Issuer as evidenced by a written certificate furnished to the
Trustce and the Borrower containing the spectmen signature of such person and signed on behalf
of the Issuer by an Authorized Issuer Representative  Such certificate may designate an alternate
or alternates each of whom shall be entitled to perform all duties of the Authonized Issuer
Representative

Bankruptcy Code means the United States Bankruptcy Reform Act of 1978, as
amended from time to tume, or any substitute or replacement legislation

Bankruptcy Pioceeding’ has the meanmg set forth in Section 3 01(h} of the Loan
Agreement

Beneficial Owner means the person m whose name a Bond 1s recorded as beneficial
owner of such Bond by the Trustee or by a Secunties Depository, a Participant or an Indirect
Participant on the records of the Trustee or of a Securities Depository a Participant or an Indirect
Participant, as the case may be or such person’s subrogee

Bond Counsel means McCall Parkhurst & Horton L L P or any other attorney or firm
of attorneys designated by the Issuer and approved by the Bondholder Representative, having a
national reputation for skill in connection with the authorization and 1ssuance of municipal
obligations under Sections 103 and 141 through 150 (or any successor provisions) of the Code

Bond Documents means (1) this Indenture, (11) the Loan Agreement, (1) the Notes
(1iv) the Mortgage, (v) the Regulatory Agreement, (vi) the Replacement Reserve Agreement
(vi) such assignments of management agreements, confracts and other rights as may be
reasonably required (vin) all UCC financing statements and other documents evidencing,
securing governing or otherwise pertaining to the Bonds or any other Bond Document (1x) the
Loan Documents, (x)the Bond Purchase Agreement and (x1) all amendments modifications
renewals and substitutions of any of the foregoing

‘Bond Fund” means the Bond Fund created pursuant to Section 6 02

Bond Obhgations means the oblhigation of the Issuer to pay the principal 1nterest and
premium 1f any on all Bonds as required by and set forth in the Indenture but only from the
sources hereinafter 1dentified

Bond Purchase Agreement means the Bond Purchase Agreement dated May 2007
from the Bond Purchaser to the Issuer and the Borrower with respect to the purchase of the
Bonds

Bond Purchaser’ mecans Wachovia Bank, National Association a national bank
association orgamzed and existing under and by wvirtue of the laws of the Umited States of
America and its successors and assigns

Bond Register means the register maintained by the Trustee pursuant to Section 3 04 on
behalf of the Issuer for the registration and transfer of the Bonds



Bondholder Representative means the Bond Purchaser or any other Person or Persons
who are designated by a Majority of Holders to act on behalf of the Bondholders as provided in
Section 13 05

Bondholders, ‘Holders — Owners’ or Registered Owners means the Person or
Persons in whose name or names the Bonds are registered in the Bond Register

Bonds has the meaning set forth 1n the recitals to this Indenture

Book Entry System” means a book entry system established and operated for the
recordation of Beneficial Owners pursuant to Section 3 08

Borrower has the meaning set forth in the recitals to this Indenture

Boriower Debt means the unpaid principal of and premium 1f any, and interest on the
Notes and other amounts payable by the Borrower under the Notes and Sections 2 05, 2 06 and
2 11 of the Loan Agreement

Borrower Payment Obligations’ means all payment obligations of the Borrower under
the Notes, the Loan Agreement, the Loan Documents and each of the other Bond Documents,
including but not limited to the Loan Payments and the Additional Payments

Business Day means any day other than (1) a Saturday or a Sunday, or (11) a day on
which federally insured depository institutions 1n New York, New York and the city in which the
Office of the Trustee 1s located are authorized or obligated by law regulation governmental
decree or executive order to be closed

Capital Expenses means expenses that are required to be capitalized under the
Approved Accounting Method

Certificate of Authentication means the Certificate of Authentication attached to each
Bond

Certificate of the Bondholder Representative’ means each and every certificate executed
or required to be executed by the Bondholder Representative

Closing Date means May 31, 2007 the date of onginal 1ssuance and delivery of the
Bonds

Code means the Internal Revenue Code of 1986, as amended, and the Regulations,
rulings and proclamations promulgated or proposed thereunder

Comptroller’ means the Comptroller of Public Accounts of the State of Texas

Condemnation means any proposed or actual taking or conveyance in lieu thereof, of
all or any part of the Trust Estate




‘Control  Controlled and Controlling means, with respect to any Person, etther
(1) owneiship directly or through other entities of more than 50% of all benefictal equity interest
mn such Person, or (11) the possession, directly or indirectly of the power to direct or cause the
direction of the management and policies of such Person, through the ownership of voting
securities by contract or otherwisc

Costs of Issuance means the Issuer s 1ssuance fee and the fees, costs, expenses and
other charges mcuried in connection with the 1ssuance of the Bonds the negotiation and
preparation of the Indenture and each of the other Bond Documents and shall include, but shall
not be limited to, the following (1) counsel fees (including but not hmited to Bond Counsel,
Issuer s counsel Trustee s counsel Borrower s counsel, Bondholder Representative s counsel
and Bond Purchaser s counsel) (u) financial advisor fees incurred i connection with the
issuance of the Bonds, (1n) imtial Trustee acceptance and set-up fees and expenses (including
fees of the counsel to the Trustee) incurred 1n connection with the issuance of the Bonds
(1v) printing costs (for the Bonds and of any preliminary and final offering materials), (v) any
recording fees, (vi)any additional fees charged by the Issuer and (vii) costs mcurred
connection with the required public notices generally and costs of the public hearing

Costs of Issuance Fund means the Costs of Issuance Fund created pursuant to
Section 6 02

Default” means the occurrence of an event which under any Bond Document would,
but for the giving of notice or passage of time or both be an Event of Default or a Loan
Agreement Default

Default Rate means a tate per annum equal to the lesser of (1) the maximum rate
permmtted by applicable law, or (1) the applicable default rate set forth 1n the Notes, in each case
compounded monthly (computed on the basis of actual days elapsed in a 365 or 366 day year,
as applicable)

Determination of Taxabunty means (1) a determination by the Commissioner or any
District Director of the Internal Revenue Service (n)a private ruling or Technical Advice
Memorandum 1ssued by the National Office of the Internal Revenue Service (i) a
determination by any court of competent jurisdiction or (1v) receipt by the Trustee at the request
of the Bondholder Representative, of an opimon of Bond Counsel 1n any such case to the effect
that the interest on the Series A Bonds 1s includable in gross income for federal mcome tax
purposes of the Bondholders or any former Bondholder provided that no such Determination of
Taxability under clause (1) (1) or (1n) shall be deemed to have occurred (a) unless the Borrower
has been afforded the opportunily 1o participate in contesting such determination and (b)if the
Borrower has clected to participate in contesting such determmnation n good faith and if the
Borrower 18 proceeding with all applicable dispatch to prosecute such contest until the earlier of
(1) a final determination from which no appeal may be taken with respect to such determination
or (2) abandonment of such appeal by the Borrower

Ehgible Funds means any moneys held by the Trustee in any fund or account under
this Indenture and available, pursuant to the provisions hereof, to be used to pay principal of
premuum 1f any or mterest on, the Bonds



ERISA’ means the Employment Retirement Income Secunty Act of 1974, as amended
from time to time and the rules and regulations promulgated thereunder

ERISA Affiliate means all members of a controlled group of corporations and all trades
and business (whether or not incorporated) under common control and all other entities which
together with the Borrower, are treated as a single employer under any or all of Section 414(b),
(c), (m) or (0) of the Code

Event of Default has the meaning set forth i Section 9 01
Exchange Act means the Securities Exchange Act of 1934 as amended

Feiwr Market Value means the price at which a willing buyer would purchase the
mvestment from a willing seller 1n a bona fide arm s length transaction (determined as of the
date the contract to purchase or sell the investment becomes binding) 1f the investment 1s traded
on an establhished securities market (within the meaning of Section 1273 of the Code) and
otherwise, the term Fair Market Value means the acquisition price 1n a bona fide arm s length
transaction (as referenced above) 1f (1) the mvestment 1s a certificate of deposit that 1s acquired 1n
accordance with applicable regulations under the Code (11) the mvestment 1s an agreement with
spectfically negotiated withdrawal or remvestment provisions and a specifically negotiated
interest rate (for example a guaranteed investment contract a forward supply contract or aother
mnvestment agreement) that 1s acquired i accordance with applicable regulations under the Code,
(1) the investment 1s a Unmited States Treasury Secunity—State and Local Government Series
that 1s acquired 1n accordance with applicable regulations of the Umited States Bureau of Public
Debt, or (iv) the investment 1s any commungled investment fund mn which the Issuer and related
parties do not own more than a 10% beneficial interest therein 1f the return paid by the fund 1s
without regard to the source of the investment To the extent required by the Regulations the
term investment will include a hedge

Favorable Opinion of Bond Counsel” means with respect to any action the taking of
which requires such an opmion, an unqualified Opinmon of Counsel from Bond Counsel to the
effect that such action will not impair the exclusion of interest on the Series A Bonds from gross
mcome for purposes of federal income taxation (subject to the inclusion of such customary
exceptions as are acceptable to the recipient thereof)

Fixed Rate means (1) % per annum with respect to the Series A Bonds and
(1) % per annum with respect to the Series B Bonds

Government Obligatrons means noncallable, nonprepayable (a) direct, general
obligations of the United States of America, or (b) any obligations unconditionally guaranteed as
to the full and timely payment of all amounts due thereunder by the full farth and credit of the
United States of America (including obligations held in book-entry form), but specifically
excluding any mutual funds or unit investment trusts invested 1n such obligations

Governmental Authority’ means any court, board agency, commuission office or
authority of any nature whatsoever for any governmental umit (federal state, county district,
municipal, city or otherwise) now or hereafter in existence




Gross Proceeds means the aggregate of

(a) the net amount (after payment of all expenses of 1ssuing the Bonds) of
Bond proceeds received by the Issuer as a result of the sale of the Bonds

(b) all amounts received by the Issuer as a result of the investment of the
Bond proceeds

(c) any amounts held in any fund o1 account to the extent that the Issuer or the
Borrower reasonably expects to use the amounts in such fund to pay any Bond
Obligations, and

(d)  any securities or obligations pledged by the Issuer or by the Borrower as
securtty for the payment of any Bond Obligation

G oss Revenues’ means, for the applicable period

(a) all rents ncome, receipts royalties revenues, 1ssues, profits, damages and
other mcome of any nature now due or which may become due to the Borrower or to
which the Borrower may now or hereafter (including any income of any nature becoming
due during any redemption period) become entitled to, or make demand or claim for
arising or 1ssuing from or out of the leases or from or out of the lease, occupancy or
license of the use of the Project, or any part thereof, including but not himited to rent or
payments derived from all leases of the Project, or any part thereof (provided, that any
security or other refundable deposits held under leases shall be held and utihized by the
Borrower m accordance with the terms of the leases), now or hereafter entered into and
all bonuses, royalues parking or common arca maintenance contributions, tax or
insurance contributtons deficiency rents and liquidated damages following default 1n any
lease, excluding any gifts, grants bequests donations and contributions made to the
Borrower, security deposits of tenants not appled to rent or other charges and
disbursements to the Borrower from any Fund held under this Indenture which
disbursements are not subject to the lien and security interest of this Indenture,

(b) investment mncome with respect to any money held by the Trustee i the
funds and accounts established hereunder {except the Rebate Fund),

(c) all amounts realized by the Trustee pursuant to the exercise of the rights
and remedies under the Mortgage, and

(d) any moneys recetved pursuant to the Loan Agreement from the insurance
required by Article VI of the Loan Agreement or from title msurance or condemnation
awards or proceeds with respect to the Project

‘Improvements has the meaning set forth in the Mortgage

Indemnified Party has the meaning set forth in Scction 4 14 of the Loan Agreement
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“Indenture means this Indenture, as from time to tune supplemented, modified, restated
or amended by one or more Supplemental Indentures

“Independent, when used with respect to any person means a person who (1) 1s 1n fact
independent, (11) does not have any direct financial mterest or any material indirect financial
interest 1n the Issuer the Borrower, the Trustee, the Bondholder, the Manager or any other
Person participating 1n the Bond financing (2 ‘Financing Participant ) or in any obligor with
respect to the Bonds or in any Affilhate of any Financing Participant or of any such obligor and
(111) 1s not connected with any Financing Participant or any such obligor as an officer, employee
promoter, underwriter trustee, partner director or person performing similar functions

‘Indirect Participant’ means a broker-dealer bank or other financial institution for which
the Securities Deposttory holds Bonds as a securities depository through a Participant

Imitial Bond means collectively, the imtial Bond of each series registered by the
Comptroller and subsequently canceled and replaced by defimtive Bonds of each series for each
maturity pursuant to the Indenture

Interest Payment Date means the first calendar day of each month commencing July 1
2007 and ceasing on the Matunty Date In any case where any Interest Payment Date 1s not a
Business Day then payment need not be made on such date, but may be made on the next
succeeding Business Day

Investment Agreement means any investment agreement between the Trustee and the
provider thereof approved by the Bondholder Representative and the Borrower

Investor Letter means the Investor Letter in the form set forth 1in Exhibit E hereto
Issuer’ has the meaning set forth n the recitals to this Indenture

Issuer s Fee means the annual fee of the Issuer in the amount of the greater of (a)
0003 tumes the amount of Bonds Qutstanding on January |, (b) 12 times the number of units 1n
the Project or (c) $1 200 per year payable pursuant to the terms of the Loan Agreement

Issue Price’ has the meaning set forth in Section 1 148-(b) of the Regulations

Land means the parcel of real property located in the City of Austin Texas, on which
the Improvements are located, as more particularly described in the Regulatory Agreement

Late Charge means the amount due and payable as a late charge on overdue payments
under the Notes, as provided in Section 7 of the Notes and Section 2 08 of the Loan Agreement

Leases” means the leases entered nto for apartments umts within the Project on the
standard form of lease that has been approved by the Bondholder Representative

‘Legal Requirements means statutes, laws, rules, orders regulations, ordinances,
Judgments, decrees and injunctions of Governmental Authorities affecting all or part of the
Project or any property or the construction, use alteration or operation thereof whether now or
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hereafter enacted and in force, and all permits licenses and authonzations and regulations
relating thereto and all covenants, agreements, restrictions and encumbrances contained n any
instrument, either of record or known to the Borrower, at any time 1n force affecting all or part of
the Project including any that may (1) require repurs modifications or alterations in or to ail or
part of the Project, or (11) in any way Iimit the use and enjoyment thereof

Letter of Representations means any letter of representations between the Issuer and a
Securities Depository

Liabilities  has the meaning set forth in Section 4 14 of the Loan Agreement
“Licenses has the meaning set forth in Section 3 01(v) of the Loan Agreement

Lien’ means any intcrest, or claim thereof m the Project securing an obligation owed to
or a claim by, any Person other than the owner of the Project, whether such interest 1s based on
common law, statute or contract including the lien or sccurity mterest arising from a deed of
trust, mortgage assignment, encumbrance pledge, sccunty agreement conditional sale or trust
recelpt or a lease, consignment or bailment for security purposes The term Lien shall include
reservations exceptions encroachments, easements nights of way covenants, conditions
restrictions leases and other title exceptions and encumbrances affecting the Project

Loan means the mortgage loan made by the Issuer to the Borrower pursuant to the
Loan Agreement in the aggregate principal amount of the Authonized Amount, as evidenced by
the Notes

Loan Agreement’ has the meaning set forth in the recitals to this Indenture

‘Loan Agreement Defaulf means any event of default set forth in Section 7 01 of the
LLoan Agreement A Loan Agreement Default shall exist 1f a Loan Agrcement Default has
occurred and 1s continuing beyond any applicable cure period

‘Loan Documents means (1) the Loan Agreement (u) the Notes, (111) the Regulatory
Agreement (1v) the Mortgage (v) the Replacement Reserve Agreement (vi) such assignments
of management agreements contracts and other rights as may be reasonably required, {(vi1) UCC
financing statements and other documents cvidencing, securing, governing or otherwise
pertaining to the Loan or any other Loan Document (vut) all guaranties and all other material
collateral documents and (1x) all amendments modifications renewals and substitutions of any
of the foregoing

Loan Payment wmeans the monthly loan payment payable pursuant to the Notcs

Loan Payment Date means the first day of each month commencing on July 1 2007
or any other date on which the Series A Note or the Series B Note 1s prepaid or paid whether at
the scheduled maturity or upon the redemption or acceleration of the maturity thereof

Low Income Tenant has the meaning set forth in the Regulatory Agreement
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Majority of Holders means the Holders of more than 50% of the aggregate principal
amount of all Qutstanding Bonds (or beneficial interests therein)

Management  Agreement  means the dated as of
__, 2007 between the Borrower and the Manager pursuant to which the Manager
15 to manage the Project, as amended modified, supplemented or restated from tume to time

‘Management F'ee means all fees i the nature of management fees payable to Manager
under the Management Agreement

Manager means or any subsequent management company
employed by the Borrower and approved by any Bondholder Representative in accordance with
the terms of the Mortgage the Loan Agreement or the other Bond Documents

Mandatory Smking Fund Schedule’ means the Mandatory Sinking Fund Schedule
attached as Exhibit B

“Maturity Date” means (1) June 1, 2037 with respect to the Series A Bonds and
(11) 1,20 _ with respect to the Series B Bonds

Moody s means Moody s Investors Service Inc  orits successor
Mortgage has the meaning set forth 1n the recitals to this Indenture

Multfamily Rules means the Issuer s publhished rules and procedures relating to
multifamily revenue bonds as amended

Net Proceeds means net sale proceeds within the meaning of Section 1 148-1(b}) of
the Regulations

“Notes has the meaning set forth in the recitals to this Indenture

“Note Rate means the annual interest rate from time to time as set forth in the Notes
including, at any time while a Loan Agreement Default exists the Default Rate as provided in
the Notes

Office of the Trustee means the office of the Trustee at the address set forth in
Section 13 01 or at such other place or places as may be designated by the Trustee from time to
time

‘Operating Expenses means for the applicable period, the actual current expenses, pard
or accrued of operation mamntenance and current repair of the Project, as calculated m
accordance with generally accepted accounting principles and ncludes, without limiting the
generality of the foregoing, 1nsurance premiums tax deposits and 1nsurance escrows,
admmistrative and legal expenses of the Borrower relating to the Project, labor executive
compensation, a Management Fee not to exceed 4 00% of the Gross Revenues, the cost of
materials and supplies used for current operations of the Project, the cost of replacement of
carpets window coverings apphances, heating ventilation and air condittoming units and
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painting, the cost of vehicles equipment leases and service contracts related to the Project, taxes
and charges for the accumulation of appropriate reserves for current expenses not annually
recurrent but that are such as may reasonably be expected to be incurred in connection with the
Project and in accordance with sound accounting practice  Operating Lxpenses’ will not
include Actual Debt Service, any payments made on account of any debt other than the Loan,
allowance for depreciation, amortization or other non-cash items gains and losses or prepaid
expenses not customarily prepaid

Operating and Mamtenance Expenses means, in the aggregate for any period all
current expenses of the ownership, operation and mamtenance of the Project for such period, as
determined on an accrual basis mcluding but not hmuted to (a) any trustee, servicing,
administration and other fees due 1n connection with the Bonds and (b) all deposits to the
reserves established under the Indenture, but excluding, however, depreciation amortization and
other non-cash expenses with respect to such period

Opmion of Counsel’ means a written opinion from an attorney or firm of attorneys
acceptable to the Issuer, the Trustee and the Bondholder Representative, with experience 1n the
matters to be covered in the opinion

Other Charges means all maintenance charges, impositions other than Taxes and any
other charges now or hereafier levied or assessed or imposed agamst the Project or any part
thereof

Qutstanding’ or Qutstanding Bonds means the sum of all Bonds theretofore
authenticated and delivered under this Indenture except

(a) Bonds theretofore canceled or required to be canceled by the Trustee or
delivered to the Trustee for cancellation,

(b) Bonds which are deemed to have been paid in accordance with this
Indenture,

(c) Bonds i exchange for or mn lieu of which other Bonds have been
authenticated and delivered pursuant to this Indenture and

(d) Bonds not tendered when required under the provisions of this Indenture
that are deemed tendered

In determining whether the Registered Owners of a requisite aggregate principal amount
of QOutstanding Bonds have concurred mn any request, demand, authorization, direction notice
consent or waiver under the provisions of this Indenture the Lonn Agreement or any other Bond
Document, Bonds which are owned by or held for the account of the Borrower, the Issuer or any
other obligor on the Bonds or any Affiliate of any one of said entities shall be disregarded and
deemed not to be Qutstanding for the purpose of any such deternunation

Parncipant means a broker-dealer, bank or other [inancial institution for which the
Securities Depository holds Bonds as a securities depository
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Pernutted Encumbrances has the meaning given such term i the Mortgage

Permitted Investments means any of the following 1f and to the extent permitted by

(a) Government Obligations

(b) Interest bearing time or demand deposits, certificates of deposit prime
commercial paper nvestment agreements or other similar banking arrangements with
any bank trust company national banking association or other savings mnstitution
(including the Trustee or 1its Affiliates) provided that, at the time of purchase, (1) such
deposits, certificates and other arrangements are fully insured by the Federal Deposit
Insurance Corporation the proceeds of which nsurance are timely available or (1) the
semor debt of such Depository 1s rated 1n one of the two highest letter rating categories of
Standard & Poor’s or Moody s or (111) such Depository has combined capital and surplus
of at least $5,000,000 and such deposits certificates and other arrangements (to the extent
not nsured as described 1n clause (1) above) are fully secured by obligations described
clause (a) or {c} of this defimtion 1n an amount, as valued against market at least monthly,
at least equal to 100% of the sum of the outstanding balance of such deposits certificates
and other arrangements

(c} Bonds, debentures, notes or other evidences of indebtedness issued or
guaranteed by any of the following Bank for Cooperatives Federal Intermediate Credit
Banks Federal Home Loan Banks Federal Farm Credit Banks, Export Import Bank of
the Umted States Federal Land Banks, Government National Mortgage Association,
Federal Financing Bank, or Small Business Admunistration, or any other agency or
instrumentality of the United States of America {created by an Act of Congress)
substantially similar to the foregoing i 1ts legal relationship to the Umted States of
America,

(d) Full faith and credit obhgations of any state of the United States of
America

(e) Contracts for the purchase and sale of obligations described 1n clause (a)
of this defimtion, provided that if the Persons with which such contracts are made are not
members of the Federal Reserve System or 1f such Persons (including members of the
Federal Reserve System) are not required to set aside and otherwise 1dentify to the
satisfaction of the Trustee obligations described 1n clauses (a) (b} or (c) above to such
contracts as security or reserve therefore in an amount, as valued against market at {east
monthly, at all imes (other than within thirty days after each valuation) at least equal to
100% of the sum of the face amount of each such contract, such obligations shall be
delivered to and held by a Depository during the term of such contracts,

8} Interest-bearing notes 1ssued by a bank, trust company national banking
association or other depository mstitution or by a bank holding company, an nsurance
company or other financial institution, the senior debt of which 1s rated in the two highest
letter rating categories of Standard & Poor s or Moody’s at the ime of purchase,
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(g) Shares of money market funds which invest solely in Investment
Securities listed in one or more of (a) (b), (¢) or (¢) above, including funds operated or
managed by the Trustee or any of 1ts Affiliates,

(h) Bonds, notes or other securities the interest on which 1s excludable from
gross income for purposes of federal income taxation under Section 103 of the Code that
are rated by either Moody s or Standard & Poor s 1n one of the three highest whole rating
categories established by such rating service, or interests in funds which mvest solely in
such bonds, notes or other securnties,

(1) An Investment Agreement, and
) Any other mvestments approved by the Bondholder Representative

Person or person means any mndividual, corporation, lhimited liability company
partnership, joint venture, estate trust unincorporated association, any federal state county or
municipal government or any bureau department or agency thereof and any fiduciary acting n
such capacity on behalf of any of the foregomng

Plan means (1) an employee benefit or other plan established or maintained by the
Borrower or any ERISA Affiliate or to which the Borrower or any ERISA Affiliate makes or 1s
obligated to make contributions and (i1} which 1s covered by Title IV of ERISA or Section 302 of
ERISA or Section 412 of the Code

‘Pledged Revenues’ means the amounts pledged under this Indenture to the payment of
the principal of and premium and interest on the Bonds, consisting of the followmg (1) all
mcome revenues, proceeds and other amounts to which the Issuer 1s entitled and which are held
by the Trustee, derived from or in connection with the Project and the Bond Documents,
including all Loan Payments due under the Loan Agreement and the Notes all amounts obtamed
through the exercise of the remedies provided 1n the Bond Documents and all receipts of the
Trustee credited under the provisions of this Indenture aganst said amounts payable and
(1) moneys held in the funds and accounts established under this Indenture, together with
mvestment earnings thereon {except any amounts on deposit in the Rebate Fund)

“Prepayment Prenmnium means (1) any premium payable by the Borrower pursuant to the
Loan Documents 1in connection with a prepayment of the Notes {(including any prepayment
premium as set forth in the Notes) and (1) any premium payable by the Issuer on the Bonds
pursuant to this Indenture

Project means the 200 umt multifanuly residential rental project known as the
Meadowood Apartments and located in Austin, Texas and consisting of the Land and the
Improvements thereon owned by the Borrower and encumbered by the Mortgage together with
all rights pertaining to such real property and Improvements as more particularly described 1n
the Granting Clauses of the Mortgage and referred to therein as the Property

Project Fund means the Project Fund created pursuant to Section 6 02
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Proportionate Basis when used with respect to the redemption of Bonds means that
the aggregate principal amount of each matunty (and seres 1f applicable) to be redeemed shall
be determined as nearly as practicable by multiplying the total amount of funds available for
redemption by the ratto which the principal amount of Bonds of each maturity {(of such seres, 1f
applicable) then Qutstanding and to be redeemed bears to the principal amount of all Bonds (of
such series 1if apphcable) then Outstanding and to be redeemed provided that if the amount
available for redemption of Bonds of any maturity 1s msufficient to redeem a multiple of $1
principal amount of such maturity such amount shall be applied to the redemption of the highest
possible integral multiple (if any) of $1 principal amount of such maturity For purposes of the
foregoing, the Bonds shall be deemed to mature 1n the years and 1n the amounts of the sinking
fund imstallments as set forth in Section 4 06 Any Bonds purchased with moneys that would
otherwise be applied to redemption on a Proportionate Basis on the next succeeding Interest
Payment Date shall be taken into account in determining “Proportionate Basis™ with respect to
such redemption When used with respect to the purchase of Bonds ‘Proportionate Basis ’ shall
have the same meaning as set forth above (substituting purchase for redeem or redemption and
purchased for redeemed)

Purchase Price means the price paid for the purchase of Bonds in lieu of redemption
pursuant to Section 4 07 of this Indenture, which shall be equal to the applicable Redemption
Price

Qualified Project Costs means any expenditure (a)to provide facilities and
improvements that constitute part of a qualified residential rental project within the meaning of
Section 142(d) of the Code and (b) that 1s properly chargeable to the Project s capital account
under general federal income tax principles or that would be so chargeable with a proper election
or but for a proper election by the Borrower to deduct such expenditure ncluding the following

(a) The cost of acquining the Project,

(b) The cost of labor, materials machmery and equipment as payable to
contractors, builders and materialmen in connection with the rehabilitation of the Project

(c) Expenses necessary or incident to determining the feasibility or
practicability of undertaking the Project, the fees and expenses of architects, engineers
and management consultants for making studies, surveys and estimates of costs and of
revenues and other estimates, and fees and expenses of architects and engineers for
preparation of plans, drawings and specifications and for admimstration of the
rehabilitation contract or contracts for the Project, as well as for the performance of all
other duties of architects and engineers 1 relation to the acquisition rehabilitation and
equipping of the Project,

(d) Expenses of adnumstration supervision and mspection properly
chargeable to the Project, costs of development of the Project, legal expenses and fees of
the Borrower 1n connection with the acquisition rehabilitation or equipping of the Project
{but not the 1ssuance of the Bonds or costs associated with the Loan Documents), cost of
abstracts and reports on title to real estate, owners title insurance premiums, cost of
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managing investments of moneys deposited in the funds created under the Bond
Documents and all other 1items of expense, and

(e) Remmbursement to the Borrower for any costs descnibed above and paid by
the Borrower, whether before or afier the Closing Date, provided however, that
reimbursement for any cxpenditures made prior to the Closing Date shall only be
permitted for expenditures meeting the requirements of applicable Treasury Regulations,
including Treasury Regulations Section | 150-2 or any successor Treasury Regulations

Qualified Project Period has the meaning set forth in the Regulatory Agreement

“Rating Agency’ means any one and each of Standard & Poor’s Moody s and Fitch Inc
then rating the Bonds or any other nationally recogmzed statistical rating agency then rating the
Bonds, which has been approved by the Bondholder Representative

Rebate Amount means, for any given period, the amount determmed by the Rebate
Analyst to be rebated or paid as a yield reduction payment to the United States of America with
respect to the Bonds

Rebate Analyst mcans any Person, chosen by the Borrower and acceptable to the
Trustee and at the expense of the Borrower, qualified and experienced in the calculation of rebate
payments under Section 148 of the Code and compliance with the arbitrage rebate regulations
promulgated under the Code, which 1s engaged for the purpose of determining the amount of
required deposits to the Rebate Fund 1f any

Rebate Analyst s Fee means the fee of the Rebate Analyst The Rebate Analyst s Fee
1s payable by the Borrower pursuant to the Loan Agreement

Rebate Fund means the Rebate Fund created pursuant to Section 6 02

‘Record Date means the day immediately prior to any Interest Payment Date

‘Redemption Price menns the sum of (1) the Qutstandmg principal amount of the Bonds
to be redeemed (it) accrued and unpaid interest on the Bonds to be redeemed to the date of

redemption and (1) the Prepayment Premium, 1f any

‘Regulations means with respect to the Code the relevant regulations and proposed
regulations thereunder or any relevant successor provision to such regulations and proposed
regulations

Regulatory Agiecment” means the Regulatory and Land Use Restriction Agreement,
dated as of May 1, 2007 by and among the Issuer, the Trustee and the Borrower, as amended,
modified supplemented or restated from time to time

Related Person means a related person  as defined in Section 147(a) of the Code

Rents has the meaning set forth in the Mortgage
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Replacement Reserve Agieement means the Replacement Reserve and Security
Agreement dated as of May 1, 2007 by and between the Borrower and the Trustee

Replacement Reserve Deposit has the meaning set forth 1n the Replacement Reserve
Agreement

Replacement Reserve Fund” means the fund created pursuant to Section 6 02 of this
Indenture

Replacement Reseive Fund Requirement has the meaning set forth in the Replacement
Reserve Agreement

‘Resolution means the resolution of the Board of Directors of the Issuer authonzing the
1ssuance of the Bonds and the execution and delivery of the Bond Documents to which the Issuer
18 a party

Responsible Officer means any officer within the Corporate Trust Department (or any
successor group) of the Trustee including any vice president assistant vice president, assistant
secretary or any other officer or assistant officer of the Trustee customanly performing functions
similar to those performed by the persons who at the time shail be such officers, respectively
who 1s responsible for the admmustration of this Indenture

Secondary Market Transaction’ has the meaning set forth in Section § 01 of the Loan
Agreement

‘Securities Act means the Securities Act of 1933 as amended

Securities Depository means The Depository Trust Company and any substitute for or
successor to such securities depository that shall maintain a Book Entry System with respect to
the Bonds

Securities Depository Nominee’ means the Secunties Depository or the nominee of such
Securities Depository in whose name the Bonds shall be registered on the Bond Register of the
Issuer while the Bonds are 1n a Book-Entry System

‘Serres A Bonds has the meaning set forth in the recitals to this Indenture

Series A Note has the meaning set forth in the recitals to this Indenture

‘Series B Bonds has the meaning set forth in the recitals to this Indenture

Series B Note’ has the meaning set forth in the recitals to this Indenture

Servicer has the meaning set forth in Section 10 15

Specral Projects mean projects located in the City of Austin Texas or projects that
directly benefit residents of the City of Austin Texas and which recerves the wntten approval of
the Issuer The definition may also include (a) first time homeowners counseling, (b) first-time
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down payment and closing cost assistance (c) single and mults famuly rental deveiopments, (d)
social service, educational and counseling services for Borrower residents 1n Ausitin, Texas (e)
actions taken to prevent Lvents of Default, and (f) actions taken to mamtain or enhance the value
of the Project or (g) programs to aid and assist low income tenants Projects hsted in the second
sentence hereof do not require the wntten approval of the Corporation

‘Standard & Poor s’ means Standard & Poor s Ratings Services, a Division of the
McGraw Hill Companies, Inc , o1 1ts successor

State’ means the State of Texas

Supplemental Indenture means a Supplemental Indenture entered mto 1n accordance
with and for the purposes set forth in Article X1

Surplus Cash means with respect to a fiscal year, the amount equal to Gross Revenucs
less the sum of (1) Maintenance and Operating Expenses (2) resident services expenses and (3)
payments on Borrower's equity investment and/or promissory note scheduled payments of
principal and iterest on indebtedness multiplied by 9 5%

Tax Certificate” means the No Arbitrage Certificate of the Issuer dated as of the
Closing Date

‘Taves means all real estate and personal property taxes assessments, water rates or
sewer rents, now or hereafter levied or assessed or imposed against all or part of the Project

Term means the term that the Loan Agreement 1s 1n effect pursuant to Section 9 26 of
the Loan Agreement

Third Party Fees means the Issuer s Fee, the Trustee s Fee and the Rebate Analyst s
Fee

Title Insurance Policy’ means the mortgagee title insurance policy, in form acceptable
to the Bondholder Representative 1ssued with respect to the Project and insuring the lien of the
Mortgage

‘Transfer* has the meaning set forth in the Mortgage

Trust Estate has the meaning set forth in the Granting Clauses of this Indenture

‘Trustee’ has the meaning set forth in the recitals to this Indenture

Trustee s Fec means the annual fee of the Trustee in the amount of $ ,
payable by the Borrower pursuant to the Loan Agreement

UCC means the Uniform Commercial Code as in effect in the State

Unassigned Issuer s Rights means the Issuer s rights to reimbursement and payment of
its fees, costs and expenses and the Rebate Amount under Section 2 06 of the Loan Agreement
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its nights to attorneys fees under Section 4 13 thereof its nghts to mdemmfication under
Section 4 14 thereof, 1ts rnights of access under Section 4 16 thereof 1ts rights to reimbursement
of expenses under Section 9 27 thereof, 1t rights to receive notices reports and other statements,
and 1ts nights to consent to certan matters, as provided m this Indenture and the Loan
Agreement

‘Unauthorized Prepayment has the meaning set forth in Section 9 02(d)

Unauthorized Prepayment Factor’ shall mean a number determined by dividing (1) the
total number of days from and including the date of any Unauthorized Prepayment to but not
mcluding, March 1, 2022, by (11) 365

Unauthorized Prepayment Premum has the meaning set forth in Section 9 02(d)

‘Written Certificate  Written Certification  Written Consent  Written Direction
Written Notice — Written Order — Wrutten Registration  Written Request, and Written
Requisition means a written certificate, direction, notice, order or requisition signed by an
Authorized Borrower Representative, an Authorized Issuer Representative or an authorized
representative of the Bondholder Representative as applicable and delivered to the Trustee, the
Bondholder Representative or such other Person as required under the Bond Documents

Yield has the meaning set forth in Sections 148(h) of the Code and 1 148-1(b) of the
Regulations

Section 1 02 Ownership of Bonds, Effect of Action by Bondholders
(a) The ownership of the Bonds shall be proved by the Bond Register

(b) Any request, demand authorization, direction notice, consent waiver or
other action by Bondholders shall bind every future Bondholder and the Registered
Owner of every Bond issued upon the transfer thereof or in exchange therefor or mn heu
thereof, 1n respect of anything done or suffered to be done by the Trustee or the Issuer in
reliance thereon, whether or not notation of such action 1s made upon such Bonds

Section 103 Effect of Headings and Table of Contents The Article and Section
headings are for convenience only and shall not affect the construction hereof

Section 1 04 Date of Indenture The date of this Indenture 15 intended as and for a date
for the convenient identification of this Indenture and 1s not intended to indicate that this
Indenture was executed and delivered on said date

Section 1 05 Designation of Trme for Performance Except as otherwise expressly
provided herein, any reference 1n this Indenture to the time of day means the time of day 1n the
city where the Trustee maimntains 1its place of business for the performance of 1ts obligations
under this Indenture
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ARTICLE II

LIMITED LIABILI1Y

Section 2 01 Source of Payment of Bonds and Other Obhgations, Disclaimer of
General Liabihty The Bonds are linuted obligations of the Issuer the principal of, premium 1f
any and interest on which arc payable solely from the Pledged Revenues or from any other
moneys made available to the Issuer for such purpese from the Trust Lstate provided, however
that under this Indenture the Issuer has reserved to itself, and has not pledged or assigned the
Unassigned Issuer s Rights

Section 2 02 Exempt from Individual Liabihity No recourse shall be had for the
payment of the principal of or premium, 1f any, or mterest on, any of the Bonds or for any claim
based thercon or upon any obligation, provision covenant or agreement contamned in this
Indenture against any past present or future director member trustee officer, official
employee or agent of the Issuer or any director member, trustee, officer, official, employee or
agent of any successor to the Issuer, as such, either directly or through the Issuer or any
successor to the Issuer, under any rule of law or equity statute or constitution or by the
enforcement of any assessment or penalty or otherwise, and all such habihty of any such
director, member trustee officer, official, employee or agent as such 1s hereby expressly waived
and released as a condition of and 1n consideration for the execution of this Indenture and the
issuance of any of the Bonds Neither the officers of the Issuer nor any person executing the
Bonds shall be personally liable on the Bonds by reason of the 1ssuance thereof

Section 2 03 Bonds Not an Obligation of the State or Any Political Subdivision
NOTWITHSTANDING ANYTHING HERLEIN CONTAINED TO THE CONTRARY,
THE ISSUER SHALL BE OBLIGATED TO PAY THE PRINCIPAL OF, PREMIUM, IF
ANY, AND INTERLST ON, 'HE BONDS SOLELY FROM T'HE TRUST ESTATE THE
BONDS SHALL CONSTITUIE A VALID CLAIM OF THE RESPLCIIVE OWNERS
THEREOF AGAINST THE TRUST ESTAIE, WHICH IS PLEDGED TO SECURE I HE
PAYMENT OF THE PRINCIPAL OF, PREMIUM, IF ANY, AND INTERLST ON THE
BONDS AND WHICH SHALL BE UTILIZED FOR NO OTHER PURPOSE, EXCEPT
AS EXPRESSLY AUTHORIZED IN THIS INDENTURE 1HE BONDS, TOGETHER
WIIH INIEREST IHEREON, SHALL BE LIMITED OBLIGA'110ONS OF THE ISSUER
GIVING RISE TO NO CHARGE AGAINS1 IHE ISSUER’S GENERAL CREDIT AND
PAYABLE SOLELY FROM, AND CONSTITUTE CLAIMS OF THE HOLDERS
THEREOF AGAINST ONLY, THE TRUST ESTATE THE BONDS, THE PREMIUM, IF
ANY, AND THE INTEREST THEREON DO NOT CONSTITUTE, WITHIN THE
MEANING OF ANY STATUIORY OR CONSTITUTIONAL PROVISION, AN
INDEBTEDNESS, AN OBLIGATION OR A LOAN OF CRLEDIT OF THE STATE, 'HE
CITY OF AUSTIN, TEXAS, OR ANY OTHER MUNICIPALITY, COUNTY OR O1HER
MUNICIPAL OR POLITICAL CORPORATION OR SUBDIVISION OF THE STATE
THE BONDS DO NOT CREATE A MORAL OBLIGATION ON THE PART OF THE
STATE, THE CITY OF AUSIIN, 1 EXAS OR ANY OTHER MUNICIPALITY, COUNTY
OR OTHER MUNICIPAL OR POLITICAL CORPORATION OR SUBDIVISION OF
THE STATE AND EACH OF SUCH ENTITIES IS PROHIBITED BY THE ACT FROM
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MAKING ANY PAYMENTS WITH RESPECT TO THE BONDS THE ISSUER HAS
NO TAXING POWER

ARTICLE I

THE BONDS
Section 301 Terms

(a) Designation There 15 hereby authonzed, established and created an 1ssue
of Bonds of the Issuer mn two series to be known and designated as (1) the Austin
Housing Finance Corporation Multifanuly Housing Revenue Bonds (Meadowood
Apartments Project), Series 2007A and (11) the Austin Housing Finance Corporation
Multifamily Housing Revenue Bonds (Meadowood Apartments Project) Taxable Sernes
2007B

(b) Principal Amount The total principal amount of the Bonds to be 1ssued
15 the Authorized Amount No Bonds may be 1ssued under the provisions of this
Indenture except 1n accordance with this Article

{c) Registered Bonds, Numbering, Authorized Denonunations The Bonds
shall be 1ssuable 1n Authonzed Denomunations as specified by the Bondholder
Representative Thereafter, the Bonds shall be 1ssuable in any Authorized Denomination
required to effect fransfers exchanges or redemptions permitted or required by this
Indenture The Bonds shall be 1ssuable as registered bonds without coupons Other than
the Imtial Bond the Series A Bonds shall be numbered consecutively from RA-1
upwards and the Senes B Bonds shall be numbered consecutively from RB-1 upwards

(d) Dated Date, Maturity The Bonds shall be dated the Closing Date and
shall mature on the Maturity Date

(e) Interest Rate, Accrual or Accretion of Interest
€} The Bonds shall bear interest at the Fixed Rate

(n) Interest on the Bonds shall be computed on the basis of a 360-day
year comprised on twelve 30-day months Any determination of the interest on
the Bonds by the Bondholder Representative shall be conclusive absent manifest
error Interest shall be computed by the Bondholder Representative and provided
to the Trustee The Trustee shall not be held hable for any errors in the
computation of interest

(1)  Interest on the Bonds shall accrue from the Closing Date provided
that interest on any Bond authenticated subsequent to the Closing Date shall
accrue from the Interest Payment Date next preceding the date of authentication,
unless (A) authenticated prior to the first Interest Payment Date, in which event
mterest on such Bonds shall accrue from the Closing Date, or (B) authenticated on
a Interest Payment Date, in which event interest on such Bonds shall accrue from
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the date of authentication If, as shown by the records of the Trustee interest on
the Bonds 1s i default, interest on Bonds issued in exchange for Bonds
surrendered for registration of transfer or exchange shall accrue from the date to
which interest has been paid 1n full on the Bonds or, 1f no nterest has been paid
on the Bonds from the Closing Date The amount of mterest payable on the
Bonds on each Interest Payment Datc shall be the amount of interest accrued
thereon from the preceding Interest Payment Date (or other date as described
above) to, but not including the Interest Paymient Date on which interest 1s being
paid

H Interest Payments Interest shall be due and payable on the Bonds, n
arrears, on each apphcable Interest Payment Date Priority of interest payments shall be
provided in Section 6 04(c) In any case where any Interest Payment Date 1s not a
Business Day, then 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 1f such payment was made on
originally scheduled datec and no interest shall accrue for the period after such Interest
Payment Date through the date payment 1s actually made

(g) Principal Payments Principal of the Bonds shall be payable as provided
herein on the Maturity Date and upon redemption or acceleration thereof

(h) Usury The Issuer intends to conform strictly to the usury laws applicable
to this Indenture and the Bonds and all agreements made m the Bonds this Indenture and
the Bond Documents are expressly limited so that in no event whatsoever shall the
amount paid or agreed to be paid to the Bondholders as interest or the amounts paid for
the use of money advanced or to be advanced hereunder exceed the highest lawful rate
prescribed under any law which a court of competent jurisdiction may deem applicable
hereto If, from any circumstances whatsoever the fulfillment of any provision of the
Bonds this Indenture or the Bond Documents shall mvolve the payment of interest in
excess of the limit prescribed by any law which a court of competent jurisdiction may
deem applicable hereto, then the obligation to pay interest hereunder shall be reduced to
the maximum hmt prescribed by law and if from any circumstances whatsoever the
Bondholders shall ever receive anything of value deemed interest the amount of which
would exceed the highest lawful rate, such amount as would be excessive interest shall be
deemed to have been applied as of the date of receipt by the Bondholders to the
reduction of the principal remamning unpaid hereunder and not to the payment of interest
or 1f such excessive interest exceeds the unpaid principal balance such excess shall be
refunded to the Borrower This paragraph shall control every other provision of the
Bonds this Indenture and all Bond Documents In determinimg whether the amount of
interest charged and paid might otherwise exceed the hmit prescribed by law, the Issuer
intends and agrees that (1} interest shall be computed upon the assumption that payments
under the Loan Agreement and other Bond Documents will be paid according to the
agreed terms and (1) any sums of money that are taken into account 1n the calculation of
interest, even though paid at one time, shall be spread over the actual term of the Bonds

(1) Payment of Bond Obligations Payments of the Bond Obligations shall
be made on the applicable Interest Payment Dates to the Registered Owners of the Bonds
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as provided herein The Bond Obligations shall be payable in lawful money of the
United States of America by check drawn upon the Trustee and matiled by first class
mail, postage prepaid, on the Interest Payment Date to the persons in whose names the
Bonds are registered in the Bond Register at the close of business on the Record Date
except that if a Registered Owner who owns at least $1,000,000 outstanding principal
amount of Bonds so elects, any payment of Bond Obligations due to such Registered
Owner shall be made by electronic transfer of federal reserve funds to any account 1n the
United States of America designated by such Registered Owner 1f such Registered
Owner, at 1ts expense, (1) so directs by Written Notice delivered to the Trustee at least ten
(10) Business Days before the date upon which such electronic transfer or other
arrangement 1s to be made and (11) otherwise complies with the reasonable requirements
of the Trustee Notwithstanding anything 1n this Indenture to the contrary, all Bond
Obligations shall be made by electronic transfer of federal reserve funds to the
Bondholder Representative at the request thereof 1f such Bondholder Representative
owns 100% of the Bonds without the requirement of surrender under any circumstance

() No Presentation No presentation or surrender of Bonds shall be required
in connection with any partial redemption of any Bond The Trustee shall maintain a
record of the remaiming principal amount of each matunty of Bonds Outstanding and
shall upon any transfer or exchange 1ssue the replacement Bond 1n the principal amount
then Outstanding

Section 3 02 Form of Bonds The Bonds and the certificate of authentication thereof
shall be substantially in the respective form set forth im Exhibit A attached hereto as applicable
with such appropnate insertions omussions, substitutions and other varnations as are required or .
permitted by this Indenture  Any portion of the text of any Bond may be set forth on the reverse
thereof with an appropriate reference thereto on the face of such Bond Bonds may be
typewritten, printed, engraved, lithographed or otherwise produced

Section 3 03 Execution, Inmitial Bond, Authentication

(a) Bonds shall be signed by, or executed with the facsimile or manual
signature of the President or Vice President of the Issuer and attested by the facsimile or
manual signature of the Secretary or Assistant Secretary of the Issuer In case any officer
of the Issuer whose signature or whose facsimile signature shall appear on any Bonds
shall cease to be such officer before the delivery of such Bonds, such signature or such
facsimile shall nevertheless be valid and sufficient for all purposes the same as 1f he had
rematned n office until such delivery, and also any Bond 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 Bond although at the date of such Bond such persons may not have been such
officers

(b) The Imtial Bond shall be numbered TA 1 and TB 1 respectively
registered by the Comptroller of Public Accounts of the State of Texas, shall be payabie
to Wachovia Bank, National Association as agent, with respect to the Bonds and shall be
identical to the form of Bond attached hereto as Exhibit A except that the third to last
paragraph of the Initial Bond shall read as follows
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THIS BOND SHALL NOT BE VALID OR BLCOMLE OBLIGATORY

for any purpose or be cntitled to any benefit or security under the
Indenture unless the Comptroller’s Registration Certificate hereon has
been executed by an authorized representative of the Comptroller of
Public Accounts of the State of Texas by manual signature

In lieu of the authentication certificate of the Trustee, the Imtial Bond shall
contain the following certificate

REGISTRATION CLRTIFICATL OF
COMPTROLLER OF PUBLIC ACCOUNTS

OFFICE OF THL COMPTROLLER  §

OF PUBLIC ACCOUNTS §
§ REGISTER NO
THE STATL OF TEXAS $

I HECREBY CERTIFY that this Bond has been examined, certified as to validity and
approved by the Attorney General of the State of Texas, and duly registered by the Comptroller
of Public Accounts of the State of Texas

WITNESS my signature and seal of office this

Comptroller of Public Accounts
of the State of Texas

(SEAL)

The provisions of Exhibit A may be rearranged or re ordered for purposes of the
Imtial Bond

(©) Except for the Initial Bond, no Bond shall be vahid or obligatory for any
purpose or shall be entitled to any right or benefit under this Indenture unless there shall
be endorsed on such Bond a certificate of authentication in the form set forth in such
Bond duly executed by the Trustee by the manual signature of an authonzed signatory
thereof, and such certificate of the Trustee upon any Bond executed on behalf of the
Issuer shall be conclusive evidence that the Bond so authenticated has been duly 1ssued
under this Indenture and that the Holder thercof 1s entitled to the benefits of this
Indenture

Section 3 04 Registration, Transfer and kxchange

(a) The Issuer shall cause the Trustee to keep at the Office of the Trustee the
Bond Register in which subject to such reasonable regulations as 1t may piescribe the
Issuer shall provide for the registration of the Bonds and registration of transfers of the
Bonds entitled to be registered or transferred as herem provided The Trustee 1s hereby
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appoiwnted Bond Registrar hereunder for the purpose of registering and transferring the
Bonds as heremn provided

(b) Subject to subsection (¢} of this Section, upon the imtial 1ssuance of
Bonds, upon surrender for transfer of Bonds at the Office of the Trustee and upon
presentation of Bonds for exchange for Bonds of other Authonized Denominations, the
Issuer shall execute and the Trustee shall authenticate and deliver, in the name of the
designated transferee or transferees, new Bonds of Authorized Denommations and of like
principal amounts

© Any Bonds surrendered upon any exchange or transfer provided for in this
Indenture shall be promptly canceled by the Trustee and retamed by the Trustee n
accordance with 1ts document retention policies

(d) Any Bonds 1ssued upon any transfer or exchange of Bonds shall be the
valid obligation of the Issuer and entitled to the same security and benefits under this
Indenture as the Bonds surrendered upon such transfer or exchange

(e) Unless the Bonds are rated ‘A’ (or equivalent and without regard to a
modifier) or better by a Rating Agency, the Bonds shall be sold and subsequently
transferred only to purchasers that execute and deliver to the Trustee an Investor Letter in
substantially the form attached as Exhibit E  Every Bond presented or surrendered for
transfer or exchange shall contain, or be accompanied by, all necessary endorsements for
transfer

(f) A charge shall be made for any transfer or exchange of the Bonds, and the
Issuer or the Trustee may require payment of a sum sufficient to cover any tax or other
governmental charge that may be imposed in connection with any transfer or exchange of
the Bonds Such sums shall be paid 1n every instance by the transferor or transferee of
the Bonds If any Bondholder fails to provide a correct taxpayer identification number to
the Trustee, the Trustee may impose a charge aganst such Bondholder sufficient to pay
any governmental charge required to be paid as a result of such failure and such amount
may be deducted by the Trustee from amounts otherwise payable to such Bondholder
under this Indenture or under the Bonds

(2) The Trustee shall not be required (1) to transfer or exchange any Bonds
during any period beginning at the opening of business 15 days before the day of the
mailing of a notice of redemption of the Bonds and ending at the close of business on the
day of such mailing or (u) to transfer or exchange any Bonds so selected for redemption
or {u1) to transfer any Bonds without receipt of a duly executed Investor Letter to the
extent required by subsection (e) above

Section 3 05 Mutiated Destroyed, Lost and Stolen Bonds and Registered Coupons

(a) If (1) any mutilated Bonds are surrendered to the Trustee or the Trustee
recerves evidence to its satisfaction of the destruction, loss or theft of any Bonds and
(1) there 1s dehvered to the Trustee such secunty or indemnnity as may be required by the
Trustee or the Issuer to save the Issuer and the Trustee harmless, then, in the absence of
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notice to the Trustee that such Bonds have been acquired by a bona fide purchaser the
Issuer shall execute and the Trustee shall authenticate and deliver 1n exchange for or in
lieu of any such mutilated, destroyed lost or stolen Bonds, new Bonds of like series,
tenor and principal amount, bearing numbers not contemporaneously Outstanding

(b Upon the 1ssuance of any new Bonds under this Section the Issuer may
require the payment by the Registered Owner of a sum sufficient to cover any tax or other
governmental charge that may be imposed n relation thereto and any other reasonable
expenses connected therewith

(c) Every new Bond 1ssued pursuant to this Section n lieu of any destroyed,
lost or stolen Bonds shall constitute an otiginal additional contractual obligation of the
Issuer whether or not the destroyed, lost or stolen Bonds shall be at any tune enforceable
by anyone, and shall be entitled to all the security and benefits of this Indenture

(d) The provisions of this Section are exclusive and shall preclude (to the
extent lawful) all other nights and remedies with respect to the replacement or payment of
mutilated, destroyed lost or stolen Bonds

Section 3 06 Persons Deemed Owners The Issuer the Trustee and any agent of the
Issuer or the Trustce may treat the person in whose name the Bonds are registered as the Owner
of the Bonds for the purpose of receiving payment of the Bond Obligations and for all other
purposes whatsoever whether or not the Bonds are overdue, and, to the extent permutted by law,
neither the Issuer, the Trustee nor any such agent shall be affected by notice to the contrary

Section 3 07 Cancellation Any Bonds surrendered for payment, redemption, transfer
or exchange, shall be promptly canceled and retained by the Trustee in accordance with 1its
document retention policies No Bonds shall be authenticated n heu of or in exchange for any
Bonds canceled as provided 1n this Section except as expressly provided by this Indenture

Scctron 3 08 Book-Entry System

(a) The Bonds shall be delivered to the Bond Purchaser and to any subsequent
transferee 1n the form of physical certificated instruments registered m the name of the
Bondholder, unless (1) the Bonds are rated ‘A (or equivalent and without regard to a
modifier) or better by a Rafing Agency or (n)the Bonds are transferred to a trust
custodial or similar securitization arrangement which delivers an Investor Letter
Initially the Bonds shall be delivered as physically certificated instruments

(b) Upon receipt by the Trustee of (1) evidence that (A) the Bonds are rated
‘A’ (or equivalent and without regard to a modifier) or better by a Rating Agency or
(B) the Bonds are transferred to a trust, custodial or similar securitization arrangement
which delivers an Investor Letter and (1) the Wrntten Consent of the Bondholder
Representative the Bonds may be 1ssued pursuant to a Book-Entry System administered
by the Securities Depository with no physical distribution of Bond certificates to be made
except as provided 1n this Section 3 08(b)} So long as a Book-Entry System 15 n effect
for the Bonds, one Bond for each series in the aggregate principal amount of each
maturity of such Bonds will be 1ssued and deposited with the Sccurities Depository to be
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held n its custody Such Bonds shall be registered in the name of the Securities
Depository Nominee The Book Entry System will be maintained by the Secunties
Depository and the Participants and Indwrect Participants and will evidence beneficial
ownership of the Bonds in Authorized Denominations, with transfers of ownership
effected on the records of the Securities Depository, the Participants and the Indirect
Participants pursuant to rules and procedures established by the Securities Depository the
Participants and the Indirect Participants The principal or purchase price of and any
premium on each Bond shall be payable to the Securities Depository Nominee or any
other person appearing on the Bond Register maintained by the Trustee as the registered
Bondholder or his registered assigns or legal representatives  So long as the Book Entry
System 1s 1 effect the Securities Depository will be recognized as the sole Bondholder
for all purposes Transfers or exchanges payments of principal, purchase price 1nterest
and any premium and notices to Participants and Indirect Participants will be the
responsibility of the Securities Depository, and transfers or exchanges payments of
principal, purchase price, interest and any premium and notices to Beneficial Owners will
be the responsibility of the Participants and the Indirect Participants No other party
(including the Trustee) will be responsible or hable for such transfers or exchanges,
payments or notices or for maintaining, supervising or reviewing such records maintamed
by the Securities Depository the Participants or the Indirect Participants While the
Book Entry System 1s 1n effect, notwithstanding any other provisions set forth heren
payments of principal or purchase price of redemption premium 1if any and interest on
the Bonds shall be made to the Securities Depository Nomunee or the Securities
Depository, as the case may be by electronic transfer in immediately available funds to
the account of such entity

(©) The Issuer subject to the applicable rules of the Secunties Depository,
may at any time elect (1) to provide for the replacement of any Securities Depository as
the depository for the Bonds with another qualified Securities Depository, or (1) to
discontinue the maintenance of the Bonds under a Book-Entry System Upon written
notice of such election from the Issuer the Trustee shall give 30 days prnor notice of
such election to the Securnities Depository (or such fewer number of days as shall be
acceptable to such Securnties Depository and the Trustee)

(d) Upon the discontinuance of the maintenance of the Bonds under a
Book Entry System, the Issuer will cause Bonds to be 1ssued directly to the Beneficial
Owners of such Bonds or their designees as further described below In such event, the
Trustee shall make provisions to notify the Participants and the Beneficial Owners by
mailing an appropnate notice to the Secunties Depository or by other means deemed
appropriate by the Trustee, that Bonds will be directly issued to the Beneficial Owners
thereof as of a date set forth 1n such notice, which shall be a date at least 10 days after the
date of maihng of such notice (or such fewer number of days as shall be acceptable to the
Securities Depository and the Trustee) Upon such event, the Issuer, at the expense of the
Borrower, or 1if requested by the Bondholder Representative, at its expense, shall
promptly have prepared Bonds in certificated form registered 1n the names of the
Beneficial Owners thereof shown on the records of the Participants provided to the
Trustee, as of the date set forth in the notice described above Bonds issued to the
Beneficial Owners, or their designees, shall be in fully registered form substantially 1n the
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form set forth in Exlibit A In such event, this Indenture may be amended as the parties
deem necessary pursuant to Section 11 01(f) in order to reflect the use of certificated
Bonds

(c) If any Secunties Depository 1s replaced as the depository for the Bonds
with another qualified Securities Depository the Issuer, at the expense of the Borrower
will 1ssue Bonds to the replacement Securities Depository Bonds substantially 1n the form
set forth in Exhubit A, registered in the name of such replacement Securnities Depository

H The Issuer, the Borrower and the Trustee shall have no hability for the
farlure of any Secunities Depository to perform 1ts obligation to any Participant any
Indirect Participant or any Beneficial Owner of any Bonds or Registered Coupon and
none of them shall be lable for the failure of any Participant Indirect Participant or other
nominee of any Beneficial Owner of any Bonds to perform any obligation that such
Participant Indirect Participant or other nominee may incur to any Beneficial Owner

(2) The terms and provisions of a letter of 1epresentations between the Issuer
and the Securitics Depository are incorporated herein by refeience and, n the event there
shall exist any mconsistency between the substantive provisions of the Letter of
Representations and any provisions of this Indenture, then, for as long as the mrtal
Securities Depository shall serve with respect to the Bonds the terms of the Letter of
Representations shall govern

(h) The Issuer, the Borrower and the Trustee may rely conclustvely upon (1) a
certificate of the Securnities Depository as to the identity of the Participants i the
Book Entry System, (11) a certificate of any Participant as to the 1dentity of any Indirect
Participant and (1n) a certificate of any Participant or Indirect Participant as to the 1dentity
of and the respective principal amount of Bonds beneficially owned by, the Beneficial
Owners

ARTICLE IV
REDEMPTION OF BONDS
Sectron 4 01 Optional Redemption

(a) The Bonds may be redeemed 1n whole but not in part, on any Business
Day on or after March 1 2022 upon optional prepayment of the Notes by the Borrower
putsuant to Section 2 10 of the Loan Agreement The Bonds may be redeemed pursuant
to this Section 4 01 upon notice to the Bondholders given by the Trustee in accordance
with Section 4 09, at a redemption price equal to the principal amount of the Bonds to be
redeecmed plus accrued mnterest to the date of redemption, but without premium  No such
optional redemption of Bonds shall be permitted unless the Tiustee shall have recerved
Chigible Funds in an amount that will be sufficient to pay the Redemption Price of the
Bonds not less than one Business Day prior to the date that the Bonds are to be redeemed

(b) The Borrower may exercise such option by giving Written Notice to the
Issuer and the Trustee (together with the Written Consent of the Bondholder
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Representative) of its election to prepay the Notes not less than 20 days prior to the
proposed redemption date provided, however 1f at the time of such exercise, the Bonds
are held in a Book-Entry System, the Borrower shall give such notice as 1s required by
the Securities Depository then holding the Bonds  Any such notice shall specify the date
fixed for optional redemption and contain a certification of the Borrower to the effect that
all conditions precedent to such optional redemption have been (or will be, as of the
optional redemption date) satisfied

Section 4 02 Redemption from Amounts Transferred from Project Fund The
Series A Bonds shall be redeemed 1n whole or in part 1n the event and to the extent amounts
rematning i theProject Fund are transferred to the Bond Fund pursuant to Section 6 07(d), on
the first Interest Payment Date for which notice of redemption can be given in accordance with
Section 4 09, at a redemption price equal to the principal amount of the Series A Bonds to be
redeemed plus accrued interest to the date of redemption, but without premium

Section 4 03 Mandatory Redemption The Bonds shall be redeemed in whole or in
part at the Wnitten Direction of the Bondholder Representative, upon prepayment of the Notes by
the Borrower as required by Section 2 11 of the Loan Agreement, on the carliest Busmess Day
for which notice can be given in accordance with Section 4 09 at a redemption price equal to the
principal amount of the Bonds to be redeemed plus accrued interest to the date of redemption
but without premium upon the occurrence of any event or condition described below

(a) in whole, 1f the Project has been damaged or destroyed to the extent that 1t
15 not practicable or feasible to rebuild repair or restore the damaged or destroyed
property within the perniod and under the conditions described 1n the Mortgage following
such event of damage or destruction or

(b) in whole 1f title to, or the use of all or a substantial portion of the Project
has been taken under the exercise of the power of eminent domain by any governmental
authonty with the result that the Borrower 1s thereby prevented from carrying on its
normat operation of the Project within the period and under the conditions described 1n
the Mortgage,

(c) in whole or 1n part, to the extent that mnsurance proceeds or proceeds of
any condemnation award with respect to the Project are not applied to restoration of the
Project 1n accordance with the provisions of the Mortgage, or

(d) in whole on any Business Day on or after March 1, 2022 if the
Bondholder Representative provides not less than 30 days’ prior wrnitten notice to the
Trustee and the Borrower that the Owners of all of the Bonds have clected to require the
mandatory redemption of the Bonds

Section 4 04 Redemption for Loan Agreement Default The Bonds shall be
redeemed 1n whole or in part upon the acceleration of the Notes pursuant to Section 7 02 of the
Loan Agreement and upon Written Direction of the Bondholder Representative, to the Trustee
1n the event of the occurrence of a Loan Agreement Default and the expiration of the applicable
grace period or notice and cure period, 1f any, specified therein, on the earhiest Business Day for
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which notice can be given as required by Section 4 09, at a redemption price equal to the
principal amount of the Bonds to be redeemed plus accrued interest to the date of redemption,
plus a premuum 1f such Loan Agreement Default and redemption shall occur prior to March 1,
2022, calculated in the manner set forth in Section 9 02(d)

Section 4 05 |Reserved |

Section 4 06 Mandatory Smking Fund Redemption The Bonds are subject to
redemption on each Interest Payment Date in an amount equal to the amount sct forth in the
Mandatory Sinking Fund Schedule at a redemption price equal to the principal amount of the
Bonds to be redeemed plus accrued interest to the date of redemption but without premium

Sectton 4 07 Purchase in Licu of Redemption With the Written Consent of the
Bondholder Representative the Borrower shall have the option to cause the Bonds to be
purchased i lieu of redemption pursuant to Section 4 01 The Bondholder Representative shall
have the option to cause the Bonds to be purchased in lieu of redemption pursuant to
Sections 4 03 and 4 04 Such options may be exercised by delivery to the Trustee on or prior to
the Business Day preceding the redemption date of a Wnitten Notice of the Borrower or the
Bondholder Representative, as applicable, specifying that the Bonds shall not be redeemed, but
instead shall 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 Purchase
Price on the date that would have been the redemption date provided that payment of such
Purchase Price shall be made only in Clhigible Funds  Bonds purchased pursuant to this Section
shall bear interest at the Fixed Rate

Section 4 08 Mandatory Redemption for Tax Events The Bonds of a Bondholder
shall be subject to mandatory redemption, and shall be redeemed prior to maturity upon a
Determination of Taxability if such Bondholder presents his Bond or Bonds for redemption on
any date selected by such Bondholder, specified 1n a notice in writing delivered to the Borrower
Trustee and the Issuer at least thirty (30) days prior to such date at the redemption price equal to
the principal amount of the Bonds to be redeemed plus accrued interest to the date of
redemption but without premium

Section 4 09 Notice of Redemption Not less than 15 days nor more than 30 days
before the redemption date of any Bonds to be redeemed, the Trustee shall cause a notice of any
such redemption to be mailed by first class mail (but by registered mail to the Bondholder
Representative), postage prepaid to the Registered Owners of the Bonds (with a copy to the
Borrower and the Issuer), provided that no prior notice of redemption shall be required 1n the
case of a redemption pursuant to Section 4 06  Such notice shall also be given by registered
certified or overmight mail, or by facsimile transmussion promptly confirmed m writing, to all
registered securiies depositories then in the business of holding substantial amounts of
obligations of types comprising the Bonds and to one or more national information services that
dissemuinate notices of redemption of obligations such as the Bonds The redemption notice shall
identify the Bonds or portions thereof to be redeemed and shall state

(a) the date of such notice and the redemption date,
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(b) the Redemption Price,

{c) the original date of execution and delivery of the Bonds to be redeemed
(d) the mterest borne by the Bonds to be redeemed,

(e) the date of matunity of the Bonds,

(D the numbers and CUSIP numbers of the Bonds to be redeemed

(2) that, unless the Bonds are then held in a Book Entry System the
Redemption Price of any Bond 1s payable only upon the surrender of the Bond to the
Trustee and the address at which the Bonds must be surrendered, and

(h) that interest on the Bonds called for redemption ceases to accrue on the
redemption date, provided that, subject to the last paragraph of Section 4 09 on such
redemption date Eligible Funds are on deposit in the Bond Fund sufficient to pay the
Redemption Price of the Bonds 1n full

Any notice matled pursuant to this Section may state that the scheduled redemption is
conditional to the extent that Eligible Funds are not held by the Trustee on the redemption date
in which case all Bonds shall be returned to the Holders thereof and remain Quitstanding under
the terms and conditions of this Indenture

Section 4 10 Deposit of Redemption Price or Purchase Price Except as provided 1n
Section 4 01, on or prior to any redemption date or date of purchase in lieu of redemption, and as
a condition to such redemption or purchase the Borrower shall only to the extent of amounts
due under the Notes and the Loan Agreement, deposit or cause there to be deposited with the
Trustee or applied 1n accordance with this Indenture, Eligible Funds mn an amount sufficient to
pay the Redemption Price or Purchase Price as the case may be of all of the Bonds to be
redeemed or purchased on that date Such money shall be held n trust for the benefit of the
Persons entitled to such Redemption Price or Purchase Price and shall not be deemed to be part
of the Trust Estate

Section 4 11 Bonds Payable on Redemption Date Notice of redemption having been
given as aforesaid, the Bonds or portions thereof designated for redemption shall become due
and payable on the redemption date at the Redemption Price and, from and after such date
(unless the Borrower shall default 1n the payment of the Redemption Price with Eligible Funds),
such Bonds or portions thercof shall cease to bear interest from and after the redemption date
whether or not such Bonds are presented and surrendered for payment on such date 1f any Bond
or portion thereof called for redemption 1s not so paid upon presentation and surrender thereof on
the redemption date, such Bond or portion thereof shall continue to bear mterest at the rate or
rates provided for thereon until paid and the Registered Owners thereof shall have all of the
rights and be subject to the limitations set forth in Article 1IX Upon surrender of the Bonds for
redemption 1n accordance with said notice, the Bonds shall be paid by the Trustee on behalf of
the Issuer at the Redemption Price to the extent of Eligible Funds held by the Trustee on such
redemption date Installments of interest due on or prior to the redemption date shall be payable

33




to the Registered Owners as of the relevant Record Dates, without surrender thereof according
to the terms of the Bonds and the provisions of this Indenture

Section 4 12 Partial Redemption, Selection of Bonds Redemption of Bonds 1n part
pursuant to Section 4 02, Section 4 03 or Section 4 04 shall be made on a Proportionate Basis
from all matunities of Bonds All Bonds shall be selected within a maturity randomly by the
Trustee If a Bond subject to tedemption pursuant to this Article IV 15 1n a denomunation larger
than an Authornized Denonmunation all or a portion of such Bond may be redeemed but only 1n a
principal amount such that the remaining principal amount of the Bond not so redeemed shall be
an Authorized Denonunation, unless the aggregate principal amount of Bonds Outstanding 1s an
amount less than the mmimmum Authornized Denomination permitted hereunder Upon surrender
of any Bond for redemption 1n part the Issuer shall execute and the Trustee shall authenticate
and deliver to the Registered Owner at the expense of the Borrower, a new Bond or Bonds, in
Authorized Denominations, equal to the unredeemed portion of the Bond so surrendered

ARTICLE V

DELIVERY OF BONDS, APPLICATION OF BOND PROCEEDS

Section 5 01 Conditions Precedent to the Delivery of Bonds Upon the execution and
delivery hereof the Issuer shall execute the Initial Bond submut it to the Attorney General for
approval and register 1t with the Comptroller Upon payment for the Inttial Bond, the Trustee
shall cancel the Imtial Bond and shall authenticate the defimitive Bonds and deliver them to the
Bond Purchaser as shall be directed by the Issuer as heremafter provided in this Section

Prior to the delivery by the Trustec of any of the defimtive Bonds there shall be filed
with the Trustee

(a) The original executed Notes and executed counterparts of the other Bond
Documents,

(b) A certified copy of the Resolution,

{c) LCvidence of the payment of the purchase price of the Bonds and deposit of
the Borrower funds required by Section 5 02(b) hereof,

(d) An opinion of Bond Counsel substantially to the effect that the Bonds
constitute legal, valid and binding linuted obligations of the Issuer and that under existing
statutes regulations, published rulings and judicial decisions, the mnterest on the Senes A
Bonds 1s not includable in gross income for federal income tax purposes

(e) A certificate of the appropriate official of the Issuer attesting to the
incumbency of the directors, officers or members of the Issuer and to such other matters
as Bond Counsel or the Bond Purchaser may requure,

) Internal Revenue Service Form 8038 compieted by the Borrower and
executed by the Issuer with respect to the Series A Bonds
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(2) An opmion of Counsel for the Borrower to the effect that the Loan
Documents have been duly authorized executed and delivered by the Borrower and are
valid and binding obligations of the Borrower enforceable against the Borrower in
accordance with their respective terms subject to customary qualifications and
exceptions

(h) A request and authorization to the Trustee by the Issuer signed by an
Authorized Representative of the Issuer to authenticate and deliver the Bonds in such
specified denominations as permitted herein to the Bond Purchaser upon payment to the
Trustee but for the account of the Issuer, of a specified sum of money,

(1) The commutment to issue title insurance as approved by the Bondholder
Representative, as evidenced by the imtial Bondholder Representative’s acceptance of
delivery of the Bonds with the mortgagee s title policy to follow as soon as thereafter
possible

() An executed counterpart of the nvestor s letter executed by the Bond
Purchaser and addressed to the Trustee and the Issuer in the form set forth in Exhibit E

(k) Opmions of the Attorney General of the State of Texas approving the
Bonds

] The certificate of registration for the Bonds from the Comptroller, and

(m)  Any other certificates documents or opuuons which the Trustee the
Issuer, the Bondholder Representative or Bond Counsel may reasonably require

Section 502 Application of Bond Proceeds and Other Funds On the Closing Date
the Trustee shall deposit the proceeds derived from sale of the Bonds and amounts received from
the Borrower as follows

(@)  The Trustee shall deposit the proceeds from the sale of the Series A Bonds
(in the amount of $9 375,000) as follows

(1) $ to the Bond Fund
() 8 to the Project Fund, and
() % to the Costs of Issuance Fund

(b) The Trustee shall deposit the proceeds from the sale of the Series B Bonds
(1n the amount of $325,000) as follows

(1) $ to the Bond Fund,
() $ to theProject Fund, and
(my  § to the Costs of Issuance Fund
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ARTICLE VI

PLEDGE, FUNDS

Section 6 01 Pledge of Revenues and Assets The pledge and assignment of and the
security nterest granted in the Trust Estate pursuant to the Granting Clauses hereof for the
payment of the puincipal of premium, 1f any, and nterest on the Bonds, 1in accordance with their
terms and provisions, and for the payment of all other amounts due hereunder shall attach 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 recetved by the Trustee shall immediately be subject to the lien of such pledge and
security interest without any physical dehivery or recording thereof or further act, and the lien of
such pledge and secutity nterest shall be valid and binding and prior to the claims of any and all
parties having claims of any kind 1n tort contract or otherwise aganst the Issuer rrespective of
whether such parties have notice thereof

Section 6 02 Estabhshment of Funds There are established with the Trustee the
following trust funds

(a) the Bond Fund,

(b) the Project Fund

(c) the Rebate Fund

(d)  the Costs of Issuance Fund and
(e) the Replacement Reserve Fund

All money required to be deposited with or paid to the Trustee for the account of any of
the funds created by this Indenture shall be held by the Trustee n trust for the benefit of the
Bondholders, and except for (1) money held in the Rebate Fund and (11) money deposited with or
paid to the Trustee for the redemption of Bonds notice of the redemption of which has been duly
given shall while held by the Trustee constitute part of the Trust Lstate and be subject to the
lien of this Indenture

Section 6 03 Apphcation of Pledged Revenues

(a) All money received by the Trustee from the Borrower pursuant to
Section 2 05 of the Loan Agreement and all other Pledged Revenues (except as provided
n subsection (b)) whenever received, shall be deposited by the Trustee into the Bond
Fund

(b) All money received by the Trustee from the Borrower pursuant to

Section 2 06(a) of the Loan Agreement shall be transferred when reccived by the Trustee
as follows
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(0 to the Rebate Fund, an amount equal to the Rebate Amount, 1f any,
then required to be deposited therein pursuant to Section 2 06(a)(1) of the Loan
Agreement

(1)  to the Costs of Issuance Fund, 1f such moneys are needed to pay
any costs or expenses pursuant to Section 2 06(a)(11) of the Loan Agreement, and

(1)  to the Bond Fund, any late charges due and payable under the
Notes and the Loan Agreement pursuant to Section 2 06(a)(iu1) of the Loan
Agreement

Section 6 04 Bond Fund

(a) The Issuer and the Borrower shall have no interest 1n the Bond Fund or the
moneys therein which shall always be maintained by the Trustee completely separate
and segregated from all other moneys held hereunder and from any other moneys of the
[ssuer and the Borrower

(b) The Trustee shall deposit into the Bond Fund the amounts required by
Sections 5 02 and 6 03, together with any other amounts recerved by the Trustee that are
subject to the liten and pledge of this Indenture including any Pledged Revenues that not
otherwise specifically directed imn wniting to be deposited mnto other funds created by this
Indenture

(© On each Interest Payment Date the Trustee shall apply all amounts on
deposit in the Bond Fund 1n the following order of priority

First to pay or provide for the payment of the interest due on the Bonds,

Second, to pay or provide for the payment of principal due on the Bonds,
including payment of mandatory sinking fund redemption of Bonds pursuant to
Section 4 (06

Third to the Replacement Reserve Fund, an amount equal to the
Replacement Reserve Fund Requirement and

Fourth, to pay or provide for the payment of the redemption of Bonds
pursuant to Sections 4 01, 4 02, 4 03 4 04, 4 05 or 4 08 provided moneys have
been transferred or deposited into the Bond Fund for such purpose

Section 6 05 [Reserved }

Section 6 06 Costs of Issuance Fund Amounts 1n the Costs of Issuance Fund shall be
disbursed by the Trustee only to pay Costs of Issuance upon receipt of a written closing
memorandum provided to the Trustee by the Borrower, as approved by the Bondholder
Representative on the Closing Date and thereafter, upon receipt of a Wnitten Requisition of the
Borrower, as approved by the Bondholder Representative, which Written Requisition shall state
the amount to be paid, the payee and the purpose for such payment Upon the receipt of Written
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Direction from the Borrower or the date that 1s 90 days following the date of imitial execution
and delhvery of this Indenture, whichever date 1s earlier the Trustee shall remut to or at the
Written Direction of the Borrower, as approved by the Bondholder Representative, all amounts
rematning in the Costs of Issuance Fund

Section 6 07 Project Fund

(a) The Trustee shall use moneys 1n the Project Fund for the Qualified Project
Costs of the acquisition, rehabilitation and equipping of the Project to pay other
Qualified Project Costs and to pay other costs related to the Project as provided herein
Before any payment shall be made from the Project Fund the Regulatory Agreement and
the Mortgage shall have been recorded 1n the official records of Travis County, Texas
(confirmed 1n writing by the title company responsible for such recording), and there
shall be filed with the Trustee a Written Requisition of the Borrower substantially i the
form attached as Exhibit D and approved by the Bondholder Representative for each such
payment (upon which the Trustee may conclusively rely) Amounts on deposit 1n the
Project Fund shall be disbursed from time to time by the Trustee for the sole purpose of
paying Qualified Project Costs and other costs that are the subject of a Wnitten
Requisition and approved in writing by the Bondholder Representative as provided in the
preceding sentence  The Bondholder Representative s approval of a Wnitten Requisition
does not constitute a determmation by the Bondholder Representative that the amounts
requested for disbursement are Quahfied Project Costs nor does the Bondholder
Representative have any duty or responsibility to make these determinations

Notwithstanding the foregoing, only the sighature of an authonzed officer of the
Bondholder Representative shall be required on a Written Requisition during any period
m which an Event of Default has occurred and 1s then continuing under the Loan
Documents (notice of which Event of Default has been given in writing by the
Bondholder Representative to the Trustee and the Issuer and the Trustee shall be entitled
to conclusively rely on any such Written Notice as to the occurrence and continuation of
such Event of Default)

(b) Within five Business Days of receipt of each Wntten Requisition the
Trustee shall make payment from the Project Fund n accordance with such Written
Requisition countersigned by the Bondholder Representative The Trustee shall have no
duty to determine whether any requested disbursement from the Project Fund complies
with the terms conditions and provisions of the Bond Documents, constitutes Quahified
Project Costs The Wntten Requisition from the Borrower shall, insofar as the Trustee
and the Issuer are concerned constitute conclusive evidence that such costs constitute
Qualified Project Costs or other permutted Project costs  The Trustee shall, promptly
upon each receipt of a completed Written Requisition of the Borrower countersigned by
the Bondholder Representative utiate procedures to make such amounts available to
fund the Written Request including but not limited to, mitiating procedures with the
provider of the Investment Agreement if any to make withdrawals under such
Investment Agreement as necessary to fund the Written Requisition
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The Trustee shall promptly notify the Borrower and the Bondholder
Representative 1f there are not sufficient funds available to make the transfers as and
when required by this subsection (b) Except as provided, in the next sentence, all such
payments shall be made by check or draft payable or by electronic transfer ecither
(1) directly to the person, firm or corporation to be paid or (1) upon the Bondholder
Representative s receipt of evidence that the Borrower has previously paid such amount
and Written Direction to the Trustee as to such, to the Borrower Upon the occurrence of
an Event of Default of the Borrower of which the Trustee has knowledge as provided
herein which 1s continuing under the Bond Documents with the Written Consent of the
Bondholder Representative, the Trustee may apply amounts on deposit in the Project
Fund to the payment of principal of and interest on the Bonds If a Wnitten Requisition
signed by the Authorized Borrower Representative and countersigned by the Bondholder
Representative 1s received by the Trustee the requested disbursement shall be paid by the
Trustee as soon as practicable, but in no event later than five Business Days following
receipt thereof by the Trustee Upon final disbursement of all amounts on deposit in the
Project Fund the Trustee shall close the Project Fund

(c) Immediately prior to any mandatory redemption of Bonds pursuant to
Section 4 03 or 4 04, any amounts then remaiming in the Project Fund shall, at the Written
Direction of the Bondholder Representative be transferred to the Bond Fund to be
apphed to the redemption of Bonds pursuant to Section 4 03 or 4 04

(d)  When the Project has been completed the Trustee shall transfer (1) the
balance of any moneys remaining n the Project Fund in excess of the amount to be
reserved for payment of unpard Qualified Project Costs to the Bond Fund and apply such
funds to the redemption of Series A Bonds n accordance with Section 4 02 and (n) the
balance of any moneys remaining to the Borrower

(e) Amounts on deposit in the Project Fund shall be mnvested as provided n
Section 7 01 All investment income earned on amounts on deposit in the Project Fund
shall be retained 1n and credited to and become a part of the amounts on deposit 1n the
Project Fund

Section 6 08 Rebate Fund

(a) A special Rebate Fund 1s hereby established by the Borrower Such fund shall be
for the sole benefit of the United States of America and shall not be subject to the claim of any
other person including without limitation the bondholders The Rebate Fund 15 established for
the purpose of complying with section 148 of the Code and the Regulations promulgated
pursuant thereto

(b) At the close of the fifth Bond Year ’ the Borrower shall cause the Rebate
Analyst to compute the amount of ‘Excess Earnings, 1f'any for the period beginning on the date
of delivery of the Series A Bonds and ending at the close of such Bond Year’ and transfer an
amount equal to the difference, 1f any, between the amount then 1n the Rebate Fund and the
Excess Earnings so computed The term Bond Year means with respect to the Sertes A Bonds
each five year period ending on the anniversary of the date of delivery of the Senies A Bonds  If,
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at the close of any Bond Year, the amount in the Rebate Fund exceeds the amount that would be
required to be paid to the Umited States of America under paragraph (D) below 1f the Sertes A
Bonds had been paid in full, such excess may be transferred from the special Rebate Fund and
paid to the Borrower to be used for such purposes for which, or to be redeposited to such fund
from which such amounts were originally derived

(©) In general, Excess Carnings for any period of time means the sum of
Q) the excess of —

(A)  the aggregate amount earncd dunng such period of time on all
Nonpurpose Investments within the meaning of section | 148-1(b) of the
Regulations (including gains on the disposition of such obligations) m which
Gross Proceeds of the 1ssue are invested (other than amounts attributable to an
excess described 1n this subparagraph (c)(1)) over

(B)  the amount that would have been eamed during such period of
time 1f the Yield on such Nonpurpose Investments (other than amounts
attributable to an excess described n this subparagraph (c)(1)} had been equal to
the yield on the 1ssue, plus

(1)  any income during such period of time attributable to the excess described
in subparagraph (c)(1) above

(d) The Trustee shall pay to the United States of America at least once every five
years an amount that ensures that at least 90 percent of the Cxcess Earnings from the date of
delivery of the Series A Bonds to the close of the period for which the payment 15 being made
will have been paid  The Trustee shall pay to the United States of America not later than 60 days
after the Sernies A Bonds have been paid 1n full 100 percent of the amount then required to be
paid under section 148(f) of the Code as a result of Excess Earnings

(e) The amounts to be computed paid depostted or disbursed under this section shall
be determined by the Rcbate Analyst acting on behalf of the Borrower within ten days after each
successive anniversary date of the date of 1ssuance of the Series A Bonds By such date, the
Rebate Analyst shall also notify, in writing the Trustee and the Borrower of the determinations
the Borrower has made and the payment to be made pursuant to the provisions of this section
Upon written request of any registered owner of Series A Bonds, the Borrower shall furnish to
such registered owner of Series A Bonds a certificate (supported by reasonable documentation,
which may include calculation by Bond Counsel or by some other service organization) showing
compliance with this section and other applicable provisions of section 148 of the Code

() The Trustee shall maintain a record of the periodic determimations by the
Borrower or Rebate Analyst of the tentative Rebate Amount for a period begimning on the first
anniversary date of the 1ssuance of the Series A Bonds and ending on the date three years after
the final retirement of the Sertes A Bonds Such records shall state each such anmiversary date
and summarize the manner in which the tentative Rebate Amount, 1f any was determuned This
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provision shall not be applicable 1f all Gross Proceeds of the Series A Bonds are expended within
180 days of the date of the delivery of the Series A Bonds

(g) If the Trustee shall declare the principal of the Series A Bonds and the interest
accrued thereon immediately due and payable as the result of an Event of Default specified in the
Indenture or 1if the Series A Bonds are optionally or mandatorily prepaid or redeemed prior to
maturity as a whole 1n accordance with their terms any amount remainng in the Project Fund
and Bond Fund shall be transferred to the special Rebate Fund to the extent that the amount
therein is less than the tentative Rebate Amount computed by the Rebate Analyst as of the date
of such acceleration or redemption and the balance of such amount shatl be used immediately by
the Trustee for the purpose of paymng princtpal of and interest on the Series A Bonds when due
In furtherance of such intention the Issuer hereby authonzes and directs the Authorized Issuer
Representative, to execute any documents certificates or reports required by the Code and to
make such elections, on behalf of the Issuer which may be permutted by the Code as are
consistent with the purpose for the 1ssuance of the Series A Bonds

Section 6 09 Replacement Reserve kund

(a) The Trustee shall deposit mto the Replacement Reserve Fund all
Replacement Reserve Fund Deposits made by the Borrower in amounts equal to the
Replacement Reserve Fund Requirement Investment icome earned on amounts on
deposit 1n the Replacement Reserve Fund shall be retained m the Replacement Reserve
Fund and disbursed mn accordance with the provisions of the Replacement Reserve
Agreement

b) The Trustee shall pay apply or transfer amounts on deposit mn the
Replacement Reserve Fund i accordance with the provisions of the Replacement
Reserve Agreement

Section 6 10 Disposition of Balance in Funds  After the nght, title and interest of
the Trustee 1n and to the Trust Estate and all covenants, agreements and other obligations of the
Issuer to the Bond Purchaser shall have ceased termunated and become void and shall have been
satisfied and discharged in accordance with this Indenture and all fees, expenses and other
amounts payable to the Trustee or the Issuer pursuant to any provision hereof or i the Loan
Agreement shall have been paid 1n full, seventy five percent (75%) of any money remaining 1n
the Funds and Accounts, other than the Rebate Fund hereunder shall be paid or transferred to the
Borrower upon 1ts written request and twenty-five percent (25%) up to a maximum of $250 000
(with the excess going to the Borrower) of any revenues m the Funds and Accounts, other than
the Rebate Fund hereunder shall be paid or transferred to the Issuer provided that amounts on
deposit 1in the Rebate Fund shall be retained theremn to the extent required herein  Provided
further, that any transfer of moneys pursuant to this Section 6 10 shall be subject to an opiion of
Bond Counsel to the effect that such transfer will not adversely effect the tax exempt status of
the Series A Bonds

Section 6 11 Apphcation of Funds and Accounts upon Event of Default Upon the

occurrence of an Event of Default and acceleration of the Bonds pursuant to Section 9 02 the
Trustee, unless otherwise directed m a Written Direction from the Bondholder Representative,
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shall apply all moneys in the funds and accounts established under this Indenture pursuant to
Section 9 04

Section 6 12 Non-Presentment of Bonds If any Bonds shall not be presented for
payment when the principal thereof becomes due, either at maturnity or at the date fixed for
redemption thereof or otherwise 1f money sufficient to pay such Bonds shall have been made
available to the Trustee for the benefit of the Registered Owners thereof and shall have remained
unclaimed for two (2) years afier the date on which such principal became due, upon Written
Direction from the Bondholder Representiative, shall release such funds to the Bondholder
Representative, and all lability of the Issuer and the Trustee to the Holders for the payment of
such Bonds shall forthwith cease determine and be completely discharged, provided, however,
that the Trustee, before being required to dispose of such funds as stated above shall cause to be
published once m a financial newspaper or journal of general circulation in New York, New
York, notice that such money remains unclaimed and that, after a date specified theremn, which
shall not be less than 30 days from the date of such publication, any unclaimed balance of such
money then remamming will be paid to the Bondholder Representative  The Bondholder
Representative shall pay the cost of such pubhication The obligation of the Trustee under this
Section 15 to dispose of any such funds pursuant to the laws of the State The Trustee 15 not
liable for interest on any funds held under this Section

Section 6 13 Repayment from Funds and Accounts Notwithstanding the Person or
Persons that are the Registered Owners of the Bonds nor the Person or Persons acting as
Bondholder Representative, any moneys remaining 1n any fund or account created under this
Indenture after payment or provision for payment in full of all Bond Obligations, all fees,
charges and expenses of the Issuer, the Trustee and the Rebate Analyst the payment of all parties
to whom moneys are owed pursuant to Section 6 03 and all other amounts required to be paid
hereunder or under the Bond Documents shall be paid to Borrower

Section 6 14 Additional Funds The Trustee 1s hereby authorzed to establish and
create from time to time such other funds and accounts or subaccounts as may be necessary for
the deposit of moneys (including, without himutation surance proceeds and/or condemnation

awards) recetved by the Trustee pursuant to the terms hereof or any of the other Bond
Documents

ARTICLE VII
INVESTMENT OF FUNDS

Section 7 01 Investment of kFunds

(a) Any money held as part of the funds and accounts created under this
Indenture shall be invested or reinvested by the Trustee solely in Permitted Investments
pursuant to Wrnitten Direction from the Borrower, and consented to in writing by the
Bondholder Representative  All such Permutted Investments shall mature or be subject to
withdrawal or redemption without discount or penalty prior to the next Interest Payment
Date In addition, following receipt by a Responsible Officer of Written Notice of an
Event of Default of the Borrower or a Loan Agreement Default, the Trustee shall invest
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and remvest the money 1t holds as part of the funds and accounts at the Written Direction
of the Bondholder Representative Except as descrnibed below, any investment made with
money on deposit 1n a fund or account shall be held by or under control of the Trustee
and shall be deemed at all times a part of the Fund or Account where such money was on
deposit, and the interest and profits realized from such investment shall be credited to
such fund or account and any loss resulting from such investment shall be charged to
such fund or account In the absence of the receipt of any investment instructions as
provided herein, the Trustee is authorized to mnvest all money under its control mn
investments described mn clause (g) of the defimtion of Permutted Investments Further,
n the absence of written directions from the Borrower and except for funds required to
be invested at a restricted yield pursuant to Section 148 of the Code the Trustee 1s
expressly authorized to inplement its automated cash investment system, to assure that
cash on hand 1s invested, and to charge 1ts normal cash mvestment fees, which may be
deducted from mcome earned on nvestments, provided that such fees are separately
stated and accounted for Notwithstanding the foregomg, amounts n the Project Fund
shall be invested 1n the Investment Agreement, 1f any

(b) The Trustee may make any investment through 1ts own bond department,
investment department or other commercial banking department or Affiliate of the
Trustee providing mvestment services The Trustee any such department or the
Trustee s Affilintes may receive reasonable and customary compensation in connection
with any investment made under this Indenture

{c) The Trustee shall have no hability or responsibility for any depreciation of
the value of any investment made 1n accordance with the provisions of this Section or for
any loss resulting from such investment or redemption sale or maturity thereof

(d) Unless otherwise confirmed 1n writing, an account statement delivered by
the Trustee to the Borrower or the Bondholder Representative, as the case may be, shall
be deemed written confirmation by said party that the mvestment transactions 1dentified
therein accurately reflect the mvestment directions given to the Trustee by said party
unless said party notifies the Trustee in writing to the contrary within 30 days of the date
of receipt of such statement

(e) The Issuer (and the Borrower by its execution of the Loan Agreement)
acknowledges that to the extent regulations of the Office of the Comptroller of the
Currency or other applicable regulatory entity grant the Issuer or the Borrower the nght
to receive brokerage confirmations of security transactions as they occur, the Issuer and
the Borrower specifically waive receipt of such confirmations to the extent permutted by
law  The Trustee will furmish to the Issuer, the Bondholder Representative and the
Borrower periodic cash transaction statements that mclude detail for all investment
transactions made by the Trustee hereunder

H Except as otherwise provided in subsectron (g) the Issuer and the
Borrower covenant that all investments of amounts deposited in any fund or account
created by or pursuant to this Indenture, or otherwise contamning gross proceeds of the
Sertes A Bonds (within the meaning of Section 148 of the Code) shall be acquired
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disposed of, and valued (as of the date that valuation 1s required by tlus Indenture or the
Code) at Fair Market Value (as defined herein and mn the Tax Certificate)

(2) The Issuer (and the Borrower by 1ts execution of the Loan Agreement)
covenants that investments m funds or accounts (or portions thereof) that are subject to a
yield restriction under applicable provisions of the Code and (unless valuation is
undertaken at least annually) investments 1in any reserve fund shall be valued at therr
present value (within the meaning of Section 148 of the Code)

ARTICLE VIl

REPRESENTATIONS AND COVENANTS

Section 8 01 Representations by the Issuer The Issuer represents and warrants to the
Trustee and the Owners of the Bonds that

(a) The Issuer 1s a public nonprofit housing finance corporation duly
organized and existing under the laws of the State

b) Under the provisions of the Act, the Issuer has power and lawful authonity
(1) to adopt the Resolution, (11) to execute and deliver the Bond Documents to which 1t 1s
a party, (1) to 1ssue the Bonds and receive the Bond proceeds, (iv) to apply the Bond
proceeds to make the Loan (v) to assign the revenues derived and to be derived by the
Issuer from the Loan to the Trustee and (v1} to perform and observe the provisions of the
Bond Documents and the Bonds on 1ts part to be performed and observed

(c) The Issuer has duly authorized the execution and dehivery of the Bond
Documents to which 1t 1s a party and the 1ssuance, execution, sale and delivery of the
Bonds, and the performance of the obligations of the Issuer thereunder

(d) There 15 no htigation pending or to the knowledge of the Issuer
threatened 1 any court, either state or federal, calling into question (1) the creation,
organization or existence of the Issuer (u) the vahidity of the Bond Documents to which
1t 18 a party or the Bonds, (1n1) the authornty of the Issuer to adopt make or perform as the
case may be, this Indenture or the Bond Documents to which it 18 a party or to 1ssue,
execute and deliver the Bonds or (1v) the exclusion from gross income of interest on the
Series A Bonds for purposes of federal income taxation

(e) None of the adoption of the Resolution the execution and delivery of the
Bond Documents to which 1t 1s a party, the 1ssuance execution sale and delivery of the
Bonds or the performance by the Issuer of 1ts obligations under the Bond Documents or
the Bonds will violate any provision of law (including the Act) or regulation, or any
decree, wnit, order or injunction by which the Issuer 1s bound or conflict with the
provisions of the organizational documents of the Issuer, or contravene the provisions of
or constitute a default under any agreement indenture tesolution or other instrument to
which the Issuer 1s a party or by which the Issuer 1s bound
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(f) All actions on the part of the Issuer necessary for the execution and
delivery of the Bond Documents to whtch it 1s a party, the 1ssuance execution sale and
delivery of the Bonds and the performance by the Issuer of 1ts obligations thereunder
have been duly and effectively taken No consent, authorization or approval of, or filing
or registration with any governmental or regulatory body 1s required on the part of the
Issuer for the execution and delivery of the Bond Documents to which 1t 1s a party that
will not be completed prior to the delivery of the Bonds, the 1ssuance, execution, sale and
delivery of the Bonds, or the performance by the Issuer of 1ts obligations under the Bond
Documents or the Bonds except the aforesaid action on the part of the Issuer which has
been duly and effectively taken

(g) All requirements and conditions specified n the Act the organizational
documents of the Issuer the Resolution and all other applicable laws and regulations to
the adoption of the Resolution the making of the Loan the execution and delivery of the
Bond Documents to which 1t 1s a party and the 1ssuance execution, sale and delivery of
the Bonds have been fulfilled

(h) The 1ssuance of the Bonds will further the public purposes of the Act

(1) THE ISSUER MAKES NO WARRANTY EXPRLSS OR IMPLIED
WITH RESPECT TO THE PROJCCT OR ANY PORTION THEREOF INCLUDING
WITHOUT LIMITATION, THE HABITABILITY THEREOF THE
MERCHANTABILITY OR FITNESS THEREOF FOR ANY PARTICULAR
PURPOSES THE DESIGN OR CONDITION THEREOF THE WORKMANSHIP,
QUALITY, OR CAPACITY THEREOF LATENT DEFECTS THEREIN, THE VALUE
THEREOF FUTURE PERFORMANCE OR THE COMPLIANCE THEREOF WITH
ANY LEGAL REQUIREMENTS

Section 8 02 No Encumbrance on Trust Estate The Issuer will not knowingly create
or knowingly permit the creation of any mortgage pledge, lien, charge or encumbrance of any
kind on the Trust Estate or any part thereof prior to or on parity with the lien of this Indenture,
except as expressly permitted or contemplated by the Bond Documents The Issuer will do
execute, acknowledge when appropnate and deliver from time to time at the reasonable request
of the Owners of the Bonds or the Trustee and at the expense of the Borrower after payment of
such expenses, such further acts, instruments financing statements and other documents as are
necessary or desirable and within the legal power of the Issuer, to better assure, transfer pledge
or assign to the Trustee and grant a security mnterest unto the Trustee in and to the Trust Estate
and the other properttes and revenues herem described and otherwise to carry out the intent and
purpose of the Bond Documents and the Bonds

Section 8 03 Payment of Bond Obligations Subject to the provisions of Article 11 of
this Indenture, the Issuer will duly and punctually pay, or cause to be paid, the Bond Obhigations
as and when the same shall become due and will duly and punctually deposit or cause to be
deposited, 1n the funds and accounts created under this Indenture the amounts required to be
deposited therein, all in accordance with the terms of the Bonds and this Indenture
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Section 8 04 [L.oan Agreement Performance

(a) The Trustee on behalt of the Issuer may (but shall not be required or
obligated) perform and observe any such agreement or covenant of the Issuer under the
Loan Agreement, all to the end that the Issuer s rights under the Loan Agreement may be
unimpaired and free from default

(b) The Issuer will promptly notify the Tiustee, the Borrower and the
Bondholder Representative 1n wnting of the occurrence of any Loan Agreement Default
or the occurrence of any Default under the Loan Agreement provided that the Issuer has
written notice or otherwise has actual knowledge of such event

Section 8 05 Maintenance of Records, Inspection of Records

(a) The Trustee shall keep and maintain adequate records pertaining to the
funds and accounts established hereunder including all deposits to and disbursements
from said funds and accounts for a period ending s1x years after the Bonds have been
paid 1n full The Trustee shall retain 1n 1ts possession all certifications and other
documents presented to 1t, all such records and all records of principal interest and
premiwum paid on the Bonds subject to the inspection of the Borrower, the Issuer the
Bondholder Representative and their representatives at all reasonable times and upon
reasonable prior notice

(b) The Issuer will at any and all times upon the reasonable request of the
Trustee, the Borrower or the Bondholder Representative afford and procure a reasonable
opportunity by thewr respective representatives to mmspect the books records, reports and
other papers of the Issuer relating to the Project and the Bonds, 1f any, and to make copies
thereof

Section 8 06 Advances by Irustee If the Issuer fails to perform any of its covenants
in this Indenture (and such failure to perform shall not have been timely cured by the Borrower)
the Trustee or thc Bondholder Representative may, m their sole discretion, but shall not be
required to at any time and from time to tume (after written notice to the Borrower 1f no Loan
Agreement Default or Default shall exist under the Loan Agrecement and the Bondholder
Representative), make advances to effect performance of any such covenant on behalf of the
Issuer Any money so advanced by the Trustec or the Bondholder Representative, together with
interest at the Default Rate shall be repaid (subject to the provisions of Article II of this
Indenture) upon demand and such advances shall be secured under this Indenture prior to the
Bonds

Section 8 07 Tax Covenants

(a) Issuer’s Covenants The Issuer covenants and agrees that, until the final
maturity of the Series A Bonds, based upon the Borrower s covenants m Section 4 17 of
the Loan Agreement 1t will not use any money on deposit in any fund or account
maintamed 1n connection with the Series A Bonds, whether or not such money was
derived from the proceeds of the sale of the Series A Bonds or from any other source, ina
manner that would cause the Serics A Bonds to be arbitrage bonds within the meaning

46



of Section 148 of the Code In the event the Borrower notifies the Issuer that 1t 1s
necessary to restrict or limit the yield on the mvestment of moneys held by the Trustee
pursuant to this Indenture, or to use such moneys in any certain manner to avoid the
Series A Bonds bemg considered arbitrage bonds, the Issuer at the direction of the
Borrower shall deliver to the Trustee specific written instructions with respect to the
mvestment or use of moneys held by the Trustee 1n which event the Trustee shall take
such action as so directed by the Borrower to restrict or limit the yield on such investment
or to use such moneys n accordance with such order

The Issuer shall not use or permut the use of any proceeds of the Series A Bonds
or any other funds of the Issuer within 1ts control, directly or indtrectly n any manner,
and shall not take or permit to be taken any other action or actions which would result in
any of the Series A Bonds being treated other than as an obligation described in
Section 103(a) of the Code

The Issuer will not take any action that would result in all or any portion of the
Series A Bonds bemng treated as federally guaranteed within the meaning of
Section 149(b)(2) of the Code

For purposes of this Section 8 07(a) the Issuer s compliance shall be based solely
on matters within the Issucr s control and no acts omussions or directions of the
Borrower, the Trustee or any other Persons shall be attributed to the Issuer

Unless a Favorable Opimion of Bond Counsel 1s rendered the Issuer hereby
covenants that 1t will request the Borrower to (1) expend all proceeds of the Senes A
Bonds and the investment income thereon (excluding amounts 1n the Rebate Fund) within
three years of the Closing Date (1) nvest all amounts held m the funds established
pursuant to Section 6 02 of the Indenture (including ivestment income) n accordance
with the Tax Certificate and (111) make the payments (but only from the sources and
subject to the limitations described in Section 6 08) required to be made to the Umited
States pursuant to the Code 1n order to establish or mamntain the exclusion of interest on
the Series A Bonds from gross income for federal income tax purposes All officers of
the Issuer are authorized and directed to provide certifications of facts and estimates that
are material to the reasonable expectations of the Issuer as of the date of delivery of the
Sertes A Bonds In complying with the foregoing covenants the Issuer may rely from
time to time upon a Favorable Opimon of Bond Counsel to the effect that any action by
the Issuer or reliance upon any interpretation of the Code or the Regulations contained
such opimmion will not cause nterest on the Series A Bonds to be includable 1n gross
income for federal income tax purposes under existing law

(b) Trustee’s Covenants The Trustee agrees that 1t will invest funds held
under this Indenture mn accordance with the terms of this Indenture The Trustee shall
have no liability for comphance with the Code to the extent 1t follows the wntten
directions of the Borrower, the Issuer, the Bondholder Representative or the Rebate
Analyst  The Trustee further covenants that should the Issuer, the Bondholder
Representative or the Borrower file with the Trustee (1t being understood that neither the
Issuer nor the Borrower has an obligation to so file) or should the Trustee receive, a
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Favorable Opimon of Bond Counsel to the effect that any proposed investment or other
use of procecds of the Seres A Bonds would cause the Series A Bonds to become

arbitrage bonds within the meaning of Section 148 of the Code, then the Trustee will
comply with any written instructions of the Borrower the Bondholder Representative or
Bond Counsel regarding such investment or use so as to prevent the Series A Bonds from
becoming arbitrage bonds, and the Trustee will bear no hability to the lssuer, the
Borrower the Bondholder Representative or the Bondholdeis for mvestments made 1n
accordance with such nstructions

Section 8 08 Performance by the Borrower Without relieving the Issuer from the
responsibility for performance and observance of the agreements and covenants required to be
performed and observed by 1t hercunder, the Borrower, on behalf of the Issuer may perform any
such agreement or covenant 1f no Loan Agreement Default or Default under the Loan Agreement
exists

ARTICLE IX

DEFAULT, REMEDIES
Sectien 9 01 Events of Default

(a) Any one or more of the following events shall constitute an Event of
Default” under this Indenture (whatever the reason for such event and whether 1t shall be
voluntary or mvoluntary or be effected by operation of law or pursuant to any judgment,
decree or order of any court or any order rule or regulation of any admunistrative or
governmental body)

) a default in the payment of any nterest on the Bonds after such
interest becomes due and payable or

(1)  a default in the payment of principal of or premium on, the Bonds
after such Bond principal or premium becomes due and payable, whether at 1its
stated maturity by declaration of acceleration or call for redemption purchase or
otherwise or

(1)  subject to Section 8 08, default in the performance or breach of any
material covenant or warranty of the Issuer in this Indenture (other than a
covenant or warranty or default in the performance or breach of which 1s
elsewhere 1n this Section specifically dealt with), and continuance of such default
or breach for a period of 30 days after there has been given written notice, as
provided 1n Section 13 01 to the Issuer and the Borrower by the Trustee or to the
Issuer the Borrower and the Trustec or the Bondholder Representative a wrtten
notice specifying such default or breach and requining 1t to be remedied and
stating that such notice 1s a notice of default under this Indenture provided that,
so long as the Issuer or the Bortower on behalf of the Issuer, has commenced to
cure such failure to observe or perform within the 30-day cure period and the
subject matter of the default 1s not capable of cure within said 30 day period and
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the Issuer or the Borrower on behalf of the Issuer 1s diligently pursuing such cure
to the Trustee s satisfaction, with the Bondholder Representative’s Written
Direction or Wnitten Consent, then the Issuer, or the Borrower on behalf of the
Issuer shall have an additional period of tume as reasonably necessary (not to
exceed 30 days unless extended m wnting by the Bondholder Representative)
within which to cure such default or

{iv)  afailure to pay any Third Party Fee

(b)  The Trustee will promptly notify the Issuer the Borrower and the
Bondholder Representative after a Responsible Officer obtains actual knowledge of the
occurrence of an Event of Default

Section 902 Acceleration of Maturity, Rescission and Annulment

(a) Subject to the provisions of Section @ 11 upon the occurrence of an Event
of Default, only at the Written Request of the Bondholder Representative the Trustee
shall declare the principal of all the Bonds and the nterest accrued to be immediately due
and payable by notice to the Issuer and the Borrower Upon this declaration all principal

of Prepayment Premium 1f any and interest on the Bonds shall become immediately due
and payable

(b) At any time after such a declaration of acceleratton has been made
pursuant to subsection (a) of this Section, the Bondholder Representative may by Written
Notice to the Issuer and the Trustee, rescind and annul such declaration and its
consequences 1f

(1) there has been deposited with the Trustee a sum sufficient to pay
(A) all overdue installments of interest on the Bonds (B) the principal of and
redemption premium on the Bonds that has become due otherwise than by such
declaration of acceleration and interest thereon at the rate or rates prescribed
therefor in the Bonds, (C) to the extent that payment of such interest 1s lawful,
interest upon overdue installments of interest at the rate or rates prescribed
therefor in the Bonds, and (D) all sums paid or advanced by the Trustee hereunder
and the reasonable compensation, expenses, disbursements and advances of the
Trustee 1ts agents and counsel, and

(11) all Events of Default, other than the non payment of the principal
of the Bonds which have become due solely by such declaration of acceleration,
have been cured or have been waived in writing as provided mn Section 9 11

No rescission and annulment shall affect any subsequent default or impair any
right consequent thereon

(c)  Notwithstanding the occurrence and continuation of an Event of Default,
the Trustee 15 instructed that 1t shall pursue no remedies against the Borrower, the Project
or the Project Fund 1f no Loan Agreement Default has occurred and 1s continuing without
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QD the written direction of the Bondholder Representative  An Event of Default hereunder
shall not 1n and of itself constitute a Loan Agreement Default

(d) Upon the occurrence of any Event of Default and the acceleration of the
maturity of the Bonds prior to March 1 2022 if at any time thereafter, payment 1s
tendered 1n the amount nccessary to satisfy the Borrower Payment Obligations
( Unauthonzed Prepayment’) the same shall constiiute an evasion of the payment terms
of the Bonds and shall be deemed to be an unauthorized voluntary prepayment
thereunder, in which case such payment must include a premium (the Unauthorized
Prepayment Prenmum ) cqual to the product of (1) a prepayment premium (determined in
the manner sct forth mn Schedule A to the Notes) on the then outstanding piincipal
amount of the Bonds and accrued and unpaid interest and (u)the Unauthorized
Prepayment Factor No Unauthonized Prepayment Premium shall be due or payable upon
any redemption of the Bonds on or after March 1 2022

Section 903 Additional Remedies, Bondholder Representative Enforcement

(a) Upon the occurrence of an Event of Default, the Trustee may subject to
subsection (c) and the last sentence of Section 9 12, proceed to protect and enforce 1ts
nights and the 11ghts of the Bondholders by mandamus or other suit, action or proceeding
at law or in equity No remedy conferred by this Indenture upon or remedy reserved to
the Trustee or to the Bondholders 1s intended to be exclusive of any other remedy, but
each such remedy shall be cumulative and shall be in addition to any other remedy given
to the Trustee or to the Bondholders hereunder or now or hereafter existing at law or 1n

0 equity or by statute

(b) Upon the occurrence and contmuation of any Event of Default, the
Bondholder Representattve may proceed forthwith to protect and enforce its nights and
the rights of the Bondholders the Bonds and this Indenture by such suits, actions or
proceedimgs as the Bondholder Representative, in its sole discretion shall deem
expedient

(c) Notwithstinding anything to the contraiy contained 1n this Indenture the
Trustee shall not exercise any of 1ts rghts or remedies under this Article IX or otherwise
hereunder or under any of the other Bond Documents as a result of the occurrence of an
Event of Default hereunder unless and until instructed by Written Direction to do so by
the Bondholder Representative The Trustee shall in such event exercise such rights and
remedies as so instructed by the Bondholder Representative, provided, that the
Bondholder Representative shall have offered to the Trustee in writing indemnity
reasonably satisfactory to the Trustce agamnst the fees, costs, expenses and habilities to be
incurred by the Trustee in comphance with any such instructions

Section 9 04 Apphcation of Money Collected Any money collected by the Trustce
pursuant to this Article and any other sums then held by the Tiustee as part of the Trust Estate,
shall be applied in the following order, at the date or dates fixed by the Trustee and, in case of
the distribution of such money on account of the Bond Obligations, upon presentation of the
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Bonds and the notation thereon of the payment 1f only partially paid and upon surrender thereof .
if fully paid

First To the payment of all amounts due to the Trustee hereunder 1n connection
with actions taken pursuant to this Article and the fees, expenses labilities or advances
payable to or incurred or made by the Trustee including any reasonable fees and
expenses of counsel,

Second To the payment of the whole amount of the Bonds then due and unpaid
n respect of which or for the benefit of which such money has been collected, with
interest (to the extent that such interest has been collected by the Trustee or a sum
sufficient therefor has been so collected and payment thereof 1s legally enforceable at the
respective rate or rates prescribed therefor in the Bonds) on overdue principal of, and
Prepayment Premium and overdue nstallments of interest on the Bonds and n case such
proceeds shall be insufficient to pay 1n full the whole amount so due and unpaid upon the
Bonds then to the payment of such Bonds without any preference or priority of principal
over interest or interest over principal ratably according to the aggregate amount so due,
provided, however that the Bonds shall be paid in such order of prionty as may be
prescribed by Wntten Direction of the Bondholder Representative, in its sole and
absolute discretion

Third To the payment of any and all other amounts due under the Bond
Documents ncluding without limitation any amounts due to the Issuer the Trustee, the
Bondholder Representative and the Rebate Analyst, and

Fourth The payment of the remainder 1if any, to the Borrower or to whosoever
may be lawfully entitled to receive the same or as a court of competent jurisdiction may
direct

Section 9 05 Remedies Vested in Trustee and Bondholder Representative All
nights of action and claims under this Indenture or the Bonds may be prosecuted and enforced by
the Trustee without the possession of the Bonds or the production thereof in any proceeding
relating thereto  Subject to the nights of the Bondholder Representative to direct proceedings
hereunder any such proceeding nstituted by the Trustee shall be brought 1n its own name as
trustee of an express trust Any recovery of yjudgment after provision for the payment of the
reasonable compensation, expenses, disbursements and advances of the Trustee, 1ts agents and
counsel shall be for the benefit of the Bondholders, 1n respect of whom such judgment has been
recovered

Section 9 06 Limitatson on Swits, Rights of Bondholders

(a) Subject to the provisions of Section 9 12 and to rights specifically given to
the Bondholder Representative no Bondholder shall have any right to nstitute any
proceeding judicial or otherwise, under or with respect to this Indenture or for the
appointment of a receiver or trustee or for any other remedy hereunder unless

(1) such Bondholder previously has given written notice to the Trustee
of a continuing Event of Default,
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() such Bondholder shall have made written request to the Trustee to
mstitute proceedings m respect of such Event of Default i 1ts own name as
Trustee hereunder, and

(1)  such Bondholder (erther alone or together with other Bondholders)
has offered to the Trustee in writing reasonable indemnity aganst the costs,
expenses and liabilities to be mcurred 1n comphance with such request and the
Trustee has therealter failed or refused to exercise remedies hereunder

(b) Such notice, request and offer of indemmity are declared 1n every case at
the option of the Trustee to be conditions precedent to the execution of the powers and
trusts of this Indenture and to any action or cause of action for the enforcement of this
Indenture or any Bond Document or for the appomtment of a recerver or for any other
remedy under this Indenture 1t being understood and intended that no Holder has any
right 1n any manner whatsoever to affect disturb or prejudice the lien of this Indenture or
any Bond Document or to enforce any right hereunder or thereunder except in the
manner provided in this Indenture and that all proceedings at law or 1n equity shall be
instituted, had and maimntained m the manner provided in this Indenture for the equal
benefit of the Holders of all Outstanding Bonds, provided, however, that nothing in this
subsection shall be construed to preclude any Holder from enforcing or impair the night
of any Holder to enforce the payment by the Trustee of the principal of and interest and
premium, 1f any on the Holder s Bond at or after 1ts due date from available funds in
accordance with this Indenture

Section 9 07 Unconditional Right of Bondholders to Receive Principal, Premium
and Interest Notwithstanding any other provision 1n this Indenture, other than any provision in
Articie 11 to the contrary the Bondholders shall have the nght which is absolute and
unconditional to recerve payment of the Bond Obligations when due and, subject to Section 9 06
to mstitute suit for the enforcement of any such payment, and such rights shall not be impaired
without the written consent of all of the Bondholders

Section 9 08 Restoration of Positions If the Trustee ot any of the Bondholders shall
have stituted any proceeding to cnforce any right or remedy under thus Indenture and such
proceeding shall have been discontinued or abandoned for any reason or shall have been
determined adversely to the Trustee or to the Bondholders, then and in every such case the
Issuer the Trustee the Borrower the Bondholder Representative and the Bondholders shall
subject to any determination 1n such proceeding, be restored to their former positions hereunder,
and thereafter all nghts and remedies of the Issuer, the Trustee and the Bondholders shall
continue as though no such proceeding had been instituted

Section 9 09 Rights and Remedies Cumulative No right or remedy herein conferred
upon or reserved to the Trustee, the Bondholder Representative or the Bondholders 1s intended to
be exclusive of any other right or remedy, and every right and remedy shall, to the extent
permitted by law be cumulative and 1n addition to every other night and remedy given hereunder
or now or hereafter existing at law or m equity or otherwise The assertion or employment of
any right or remedy hereunder, or otherwise shall not prevent the concurrent assertion or
employment of any other appropriate right or remedy
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Section 9 10 Delay or Omussion Not Waiver No delay or omussion of the Trustee or
of the Bondholders to exercise any right or remedy accruing upon an Event of Default shall
mpair any such nght or remedy or constitute a waiver of any such Event of Default or an
acquiescence therein Every nght and remedy given by this Article or by law to the Trustee or to
the Bondholders may be exercised from time to time and as often as may be deemed expedient,
by the Trustee or by the Bondholders, as the case may be No waiver of any default or Event of
Default, whether by the Trustee pursuant to Section 9 11 the Bondholders or the Bondholder
Representative shall extend to or shall affect any subsequent default or Event of Default or shall
impatr any rights or remedies consequent thereon

Section 9 11 Wawver of Past Defaults Before any judgment or decree for payment of
money duec has been obtaied by the Trustee, the Bondholder Representative (or, in the event of
a monetary default all of the Bondholders) may subject to Section 9 06, by written notice to the
Trustee, the Issuer and the Borrower, waive any past default hereunder or under the Loan
Agreement and 1ts consequences except for default in oblhigations due the Issuer pursuant to or
under the Unassigned Issuer s Rights Upon any such waiver, such default shall cease to exist,
and any Event of Default ansing therefrom shall be deemed to have been cured for every
purpose of tlis Indenture and the Loan Agreement, but no such waiver shall extend to any
subsequent or other default or impair any right consequent thereon

Section 9 12 Remedies Under Loan Agreement or Notes

(a) As set forth in this Section 9 12, but subject to subsection (¢), the Trustee
shall have the right 1n 1ts own name or on behalf of the Issuer, to declare any default and
exercise any remedies under the Loan Agreement or the Notes, whether or not the Bonds
have been accelerated or declared due and payable by reason of an Event of Default
Any money collected by the Trustee pursuant to the exercise of any remedies under the
Loan Agreement or the Notes shall be applied as provided in Section 9 04

(b) If an Event of Default has occurred and 1s continuing, the Trustee at the
Wntten Direction of the Bondholder Representative shall have the right to enforce the
Bond Documents and pursue the rights and remedies thereunder whether or not the
Bonds have been accelerated or declared due and payable

{¢c)  Notwithstanding anything to the contrary contained in this Indenture the
Trustee shall not exercise any of its rights or remedies under the Loan Agreement, the
Notes or any of the other Bond Documents as a result of the occurrence of a Loan
Agreement Default, or an event of default under the Mortgage or any default or event of
default under any of the other Bond Documents and the expiration of the applicable grace
pertod or notice and cure pertod 1f any, specified thereim, unless and until instructed to do
so 1n writing by the Bondholder Representative The Trustee shall i such event exercise
such rights and remedies as so nstructed by the Bondholder Representative, provided
that the Bondholder Representattve shall have offered to the Trustee 1n writing indemnity
reasonably satisfactory to the Trustee against the costs and expenses to be incurred by the
Trustee in comphance with any such structions
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Section 9 13 Waiver of Appraisement and Other Laws

(a) To the extent permitted by law the Issucr will not at any time msist upon
plead, claim or take the benefit or advantage of, any appraisement, valuation stay
extension or redemption law now or hereafter 1n force, in order to prevent or hinder the
enforcement of this Indenture and the Issuer tor itself and all who may claim under it so
far as 1t or they now or hereafter may lawfully do so, hereby waives the benefit of all
such taws The [ssuer for itself and all who may claim under 1t, waives, to the extent that
1t may lawfully do so all nght to have the property n the Trust Estate marshaled upon
any enforcement hereof

£9)] If any law in this Section referred to and now 1n force, of which the Issuer
or 1ts successor or successors might take advantage despite this Section, shall hereafter be
repealed or cease to be 1n force such law shall not thereafter be deemed to constitute any
part of the contract heiein contained or to preclude the application of this Section

Sectron 9 14 Suits to Protect the Frust Estate  Subject to the provisions of
Section 9 11, the Trustee shall have power to institute and to maintain such proceedings as 1t may
deem expedient to prevent any impairment of the Trust Estate by any acts that may be unlawful
or 1n violation of this Indenture and to protect its interests and the interests of the Bondholders in
the Trust Estate and n the rents, 1ssues, profits revenues and other mcome arising therefrom,
including power to nstitute and mamtamn proceedings to restrain the enforcement of or
compliance with any governmental enactment rule or order that may be unconstitutional or
otherwise mnvalid, if the enforcement of or comphance with such enactment, rule or order would
impair the security hereunder or be prejudicial to the interests of the Bondholders or the Trustee
The Trustee shall provide wnitten notice to the Bondholder Representative of the institution of
any such proceedings

Section 9 15 Remedies Subject to Applicable Law  All nghts remedies and powers
provided by this Article may be exercised only to the extent that the exercise thereof does not
violate any applicable provision of law 1n the premises, and all the provisions of this Article are

intended to be subject to all applicable mandatory provisions of law which may be controlling in
the premmses and to be limited to the extent necessary so that they will not 1ender this Indenture
mvalid, unenforceable or not entitled to be recoided registered or filed under the provisions of

any applicable law

Section 9 16 Assumption of Obhgations If the Trustee the Bondholders or the
Bondholder Representative or 1ts respective assignee or designee shall become the legal or
beneticial owner of the Project by foreclosure or deed 1n lieu of foreclosure such party shall
succeed to the nights and the obligations of the Borrower under the Loan Agreement, the Notes
the Regulatory Agreement and the other Bond Documents to which the Borrower 1s a party
Such assumption shall be effective from and after the effective date of such acquisition and shall
be made with the benefit of the limitations of hability set forth therein and without any habihty
for the prior acts of the Borrower It 1s the intention of the parties hereto that upon the
occurrence and continuance of an Event of Default hereunder mnights and remedies may be
pursued pursuant to the terms of the Bond Documents
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ARTICLE X

THE TRUSTEE

Section 10 01 Appointment of Trustee, Acceptance The Issuer hereby appoints
American National Bank as Trustee hereunder The Trustee shall signify its acceptance of the
duties and obligations imposed upon 1t by this Indenture including the transfer and assignment of
all assets comprising the Trust Estate, by executing this Indenture

Section 10 02 Certain Duties and Responsibihities of Trustee

(a) The Trustee undertakes to perform such duties and only such duties as are
spectfically set forth 1n this Indenture and no implied covenants or obligations shall be
read 1nto this Indenture against the Trustee

(b)  If an Event of Default exists, the Trustee shall excrcise such of the rights
and powers vested 1n 1t by this Indenture and subject to subsection (¢)(111), use the same
degree of care and skill in their exercise, as a prudent person would exercise or use under
the circumstances in the conduct of his or her own affairs

() No provision of this Indenture shall be construed to relieve the Trustee
from liability for its own negligent action 1ts own negligent fallure 10 act or its own
willful misconduct, in each case, as finally adjudicated by a court of law, except that

)] this subsection shall not be construed to limit the effect of .
subsection (a)

(1) the Trustee shall not be hable for any error of judgment made 1n
good faith, unless it shall be proved that the Trustee was negligent 1n ascertaining
the pertinent facts

(i)  the Trustee shall not be liable with respect to any action taken or
omitted to be taken by 1t 1in accordance with the direction of the Bondholder
Representative, 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 and

(1v)  no provision of this Indenture shall require the Trustee to expend
or risk 1ts own funds or otherwise mcur any financial hability in the performance
of any of 1ts duties hereunder or 1n the exercise of any of 1ts rights or powers, 1f it
shall have reasonable grounds for believing that repayment of such funds or
adequate indemmity against such risk or hability 1s not assured to 1t 1n its sole
discretron

(d) Whether or not therein expressly so provided, every provision of this
Indenture and the other Bond Documents relating to the conduct or affecting the hability
of or affording protection to the Trustee shall be subject to the provisions of this Section
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(e) The Trustee may conclusively rely, as to the truth of the statements and
the correctness of the opinions expressed therem, upon certificates or opimons furnished
to the Trustee and conforming to the requirements of this Indenture, but in the case of any
such certificates or opinions which by any provision hereof are specifically required to be
furnished to the Trustee, the Trustee shall be under a duty to examine the same to
determine whether or not they conform on their face to the requirements of this
Indenture

) The permussive rights of the Trustee to do things enumerated m this
Indenture shall not be construed as a duty

(g) The rights of the Trustee and hmitations of hability enumerated herein and
in Section 10 04 shall extend to actions taken or onutted 1n 1ts role as assignee of the
[ssuer under the Loan Agreement and the other Bond Documents

Section 10 03 Notice of Defaults Upon the occurrence of any Event of Default
hereunder and provided that a Responsible Officer of the Trustee 1s aware of or has received
Written Notice of the existence of such Event of Default, promptly with respect to the Issuer and
the Bondholder Representative, and within 30 days with respect to any other Bondholder the
Trustee shall transmit by mail to the Issuer and the Bondholder Representative, and to the
Bondholders as their names and addresses appear in the Bond Reguster, notice of such Event of
Default known to the Trustee pursuant fo Section 10 (3 unless such Cvent of Default shall have
been cured or watved

Section 10 04 Certain Rights of [Irustee Except as otherwise provided 1in
Section 10 01

(a) the Trustee may rely and shall be protected i acting or reframning from
acting upon any resolution certificate statement instrument, opmion, report notice
request, direction, consent order bond debenture, coupon or other paper or document
believed by 1t to be genume and to have been signed or presented by the proper party or
partics

(b) any request or direction of the Issuer mentioned herein shall be
sufficiently evidenced by a certificate or order executed by an Authorized Issuer
Representative,

(c) whenever 1n the admimstration of this Indenture the Trustee shall deem 1t
desirable that a matter be proved or establhished prior to taking, suffering or omitting any
action hereunder, the Trustee (unless other evidence be herein specifically prescribed)
may, 1 the absence of bad faith on its part, rely upon a Written Certificate of the Issuer
or the Borrower as appropnate

(d) the Trustee shall be under no obligation to exercise any of the rights or
powers vested 1n 1t by this Indenture at the request or direction of the Bondholder
Representative pursuant to this Indenture, unless the Bondholder Representative shall
have offered to the Trustee in writing security or indemmity satisfactory to the Trustee
against the costs, expenses and habilities which mught be mcurred by 1t 1in comphance
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with such request or direction provided that nothing contamned in this subparagraph (d)
shall be construed to require such security or indemmty for the performance by the
Trustee of 1ts obhigations under Article VI and Section 9 02

(e) the Trustee shall not be bound to make any investigation into the facts or
matters stated 1n any resolution certificate, statement, instrument opinion, report notice,
request direction, consent, order bond debenture, coupon or other paper or document
but the Trustee 1n its discretion may make such further inquiry or investigation into such
facts or matters as 1t may see fit, and 1f the Trustee shall determie to make such further
iInquiry or investigatton, 1t shall be entitled to examine the books and records of the
Issuer, if any, and of the Borrower, 1 either case personally or by agent or attorney after
reasonable notice and during normal business hours

(H the Trustee may execute any of the trusts or powers hereunder or perform
any duties hereunder either directly or by or through agents or attorneys and pay
reasonable compensation thereto and the Trustee shall not be responsible for any
misconduct or neghgence on the part of any agent or attorney appointed with due care by
1t hereunder The Trustee may act, or reframn from acting upon the advise of counsel of
its choice concerning all matters of the trusts hereof and the Trustee shall not be
responsible for any loss or damage resulting from any action or inaction taken 1n reliance
upon said advice and

{g)  the Trustee shall not be required to take notice or be deemed to have
notice of any Default or Event of Default except for Events of Default specified in
subsection (a) or (b) of Section 9 01 unless a Responsible Officer of the Trustee shall be
specifically notified by a Written Direction of such Default or Event of Default by the
Issuer the Bondholder Representative or by any Bondholder, and all notices or other
instruments required by this Indenture to be delivered to the Trustee must n order to be
effective be delivered in writing to a Responsible Officer of the Trustee at the Office of
the Trustee and in the absence of such Written Notice so delivered the Trustee may
conclusively assume there 1s no Default or Event of Default as aforesaid

Section 10 05 Not Responsible for Recitals The recitals contamned herein and m the
Bonds except the certificate of authentication on the Bonds shall be taken as the statements of
the Issuer, and the Trustee assumes no responsibility for their correctness The Trustee makes no
representations as to the value or condition of the Trust Estate or any part thereof, or as to the
title of the Issuer thereto or as to the security afforded thereby or hereby or as to the validity or
sufficiency of this Indenture or of the Bonds

Section 10 06 May Hold Bonds The Trustee m its individual or any other capacity
may become the Owner or pledgee of the Bonds and may otherwise deal with the Issuer and the
Borrower with the same rights 1t would have 1f it were not Trustee

Section 10 07 Money Held in Trust Money held by the Trustee in trust hereunder
need not be segregated from other funds except to the extent required by law The Trustee shall
be under no hability for interest on any money received by it hereunder except as otherwise
provided 1n Article VII
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Section 10 08 Compensation and Reimbursement

(a) Under the Loan Agreement, the Boriower has agreed to except as
otherwise expressly provided herein reimburse the Trustee as provided in this Indenture
or the Loan Agreement, upon its request for all reasonable expenses disbursements and
advances mcurred or made by the Trustee in accordance with any provision of this
Indenture (including the reasonable fees, expenses and disbursements of its agents and
counscl), except any such expense, dlsburserqent or advance as may be attributable to the
Trustee’s neglhgence or willful nusconduct both as finally adjudicated by a court of law
When the Trustee incurs expenses or renders service m connection with any bankruptcy
or msolvency proceedig, such expenses (including the fees and expenses of 1ts counsel)
and the compensation for such services are intended to constitute expenscs of
admrnistration under any bankruptcy law or law relating to creditors rights generally

(b) The Issuer has no obligation to pay the Trustee for services rendered
except from moneys provided by the Borrower pursuant to the Loan Agreement

(c) As security for the performance of the obhigations of the Borrower under
this Section, the Trustee shall be sccured under this Indenture by a lien prior to the
Bonds, and for the payment of such compensation, expenses, reimbursements and
mdemnity the Trustee shall have the right to use and apply any moneys held by 1t as part
of the Trust Lstate subject to the provisions of Section 9 04

Scction 10 09 Trustee Required, Ehgibility  Any successor Trustee shall at all times
be a trust company, a state banking corporation or a national banking association with the
authornity to accept trusts m the State and either (a) have a combined capital and surplus of at
least $50,000,000 as sct forth in 1ts most recent published annual report of condition (b) be a
wholly owned subsidiary of a bank holding company or a wholly-owned subsidiary of a
company that 1s a wholly owned subsidiary of a bank holding company, having a combined
capital surplus of at least $50,000,000 as set forth in 1ts most recent published annual report of
condition or having at least $50 000 000 of trust assets under management and have a combined
capital surplus of at least $2 000 000 as set forth 1n 1ts most recent published annual report of
condition or (c)1s otherwise acceptable to the Bondholder Representative in 1ts sole and
absolute discretion

Section 10 10 Resignation and Removal, Appointment of Successor

(a)  No resignation or removal of the Trustee hereunder and no appointment of
a successor Trustee pursuant to this Article shall become effective until the wrilten
acceptance by the successor Trustee of such appointment

(b) The Trustee may resign at any time by giving 30 days’ Wnitten Notice
thereof to the Issuer, the Borrower and the Bondholder Representative  If an instrument
of acceptance by a successor Trustee shall not have been delivered to the Trustee within
30 days after the giving of such notice of resignation, the resigning Trustee may petition
any court of competent jurisdiction for the appointment of a successor Trustee
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(c) The Issuer or the Bondholder Representative may remove the Trustee at
any time with 30 days notice by Written Notice delivered to the Trustee the Issuer, the
Borrower and the Bondholder Representative

(d) If the Trustee shall resign, be removed or become incapable of acting, or 1f
a vacancy shall occur 1n the office of the Trustee for any cause, the Bondholder
Representative shall promptly appoint a successor Trustee In case all or substantially all
of the Trust Estate shall be in the possession of a receiver or trustee lawfully appointed
such recewver or trustee may simularly appoint a successor to fill such vacancy until a new
Trustee shall be so appomnted If, within 60 days after such resignation removal or
incapability or the occurrence of such vacancy no successor Trustee shall have been
appomted by the Bondholder Representative and accepted appomtment 1n the manner
heremafter provided, any Bondhelder or retinng Trustee may petition any court of
competent jurisdiction for the appointment of a successor Trustee

(e) The retiring Trustee shall cause Wnitten Notice of each resignation and
each removal of the Trustee and each appointment of a successor Trustee to be mailed by
first class mail, postage prepaid, to the Borrower and the Bondholders as their names and
addresses appear m the Bond Register Each notice shall include the name of the
successor Trustee and the address of the Office of the successor Trustee

Section {0 [{ Acceptance of Appomtment by Successor

(a) Every successor Trustee appointed hereunder shall execute, acknowledge
and deliver to the Issuer and to the retinng Trustee an instrument accepting such
appointment, and thereupon the resignation or removal of the retirmg Trustee shall
become effective and such successor Trustee, without any further act deed or
conveyance, shall become vested with all the estates properties, rights, powers trusts and
duties of the retiring Trustee notwithstanding the foregoing, on request of the [ssuer or
the successor Trustee, such retiring Trustee shall upon payment of its charges execute
and deliver an instrument conveying and transferring to such successor Trustee upon the
trusts herein expressed all the estates, properties nghts, powers and trusts of the retiring
Trustee, and shall duly assign transfer and deliver to such successor Trustee all property
and money held by such retinng Trustee hereunder Upon request of any such successor
Trustee the Issuer shall execute any and all instruments for more fully and certainly
vesting 1n and confirming to such successor Trustee all such estates properties, rights,
powers and trusts

(b) No successor Trustee shall accept its appointment unless at the time of
such acceptance such successor Trustee shall be qualified and eligible under this Article
to the extent operative

Section 10 12 Merger, Conversion, Consohdation or Succession to Business Any
corporation into which the Trustee may be merged or with which 1t may be consolidated or any
corporation resulting from any merger, conversion or consolidation to which the Trustee shall be
a party or any corporation succeeding to all or substantially all of the corporate trust business of
the Trustee, shall be the successor of the Trustee hereunder provided such corporation shall be
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otherwise qualified and chgible under this Article, to the extent operative without the execution
or filing of any paper or any further act on the part of any of the parties hereto In case the
Bonds shall have been authenticated, but not dehivered by the Trustee then in office, any
successor by merger conversion or consolidation to such authenticating Trustee may adopt such
authentication and deliver the Bonds so authenticated with the same effect as 1f such successor
Trustee had itself authenticated the Bonds

Section 10 13 Requirements for Bondholder Consent and Instruction to the
Trustee

(a) Notwithstanding anything to the contrary contained herein or in any of the
other Bond Documents, except the provisions of Article XIll regarding the consent or
approval of all Bondholders to any supplement or amendment to this Indenture the Loan
Agreement the Notes or to any of the other Bond Documents the following provisions
shall govern and control with respect to any consents, determinations elcctions,
approvals, waivers acceptances, satisfactions or expression of opimon of or the taking of
any discretionary act or the giving of any instructions or the taking of actions by the
Bondholder Representative or the Bondholders hereunder or under any of the other Bond
Documents

(b)  The Issuer and the Trustee acknowledge that concurrently with the
issuance of the Bonds the Bond Purchaser has designated Wachovia Bank National
Association, as the Bondholder Representative  The Majonity of Holders may designate a
successor Bondholder Representative 1n a certificate substantially in the form attached as
Exhibit C and delivered to the Trustee and the Borrower Lxcept as otherwise provided
in this Indenture, the Bondholder Representative shall have the authority to bind the
Bondhaolders for all purposes hereunder and under each of the other Bond Documents
including, without lmitation, for purposes of exercising the rights of the Bondholder
Representative under Section 13 05 The Trustee shall be entitled to rely upon the acts of
any such Bondholder Representative as binding upon the Bondholder Representative and
the Bondholders

(c) Until the Trustee receives wntten notice signed by the Bondholder
Representative that a new Bondholder Representative has been appointed by a Majority
of Holders the Bondholder Representative shall continue to act in such capacity and the
Trustee shall continue to rely on the actions of such Bondholder Representative for all
purposes hereunder and under each of the Bond Documents

Section 10 14 Appointment of Co-Trustee

(a) It 1s the purpose of this Indenture that there shall be no violation of any
laws of any junsdiction (including particularly the laws of the State) denymg or
restricting the right of banking corporations or associations to transact business as trustee
mn such jurisdiction It 1s recognized that 1n case of htigation under this Indenture, the
Loan Agreement or the Regulatory Agreement and in particular in case of the
enforcement of any of them on default, or 1n case the Trustec deems that by reason of any
present or future law of any jurisdiction it may not exercise any of the powers, rights or
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remedies herein granted to the Trustee or hold title to the properties, 1n trust as herein
provided, or take any other action which may be desirable or necessary in connection
therewith, 1t may be necessary that the Trustee appoint an additional individual or
nstitution as a separate or co-trustee The following provisions of this Section are
adopted to these ends

(b) The Trustee 1s hereby authorized to appoint an addittonal individual or
institution as a separate or co-trustee hereunder upon Written Notice to the Issuer and the
Borrower and with the consent of the Issuer and the Bondholder Representative, but
without the necessity of further authorization or consent 1n which event each and every
remedy, power, right, clmm demand cause of action immunity, estate, titie, interest and
lien expressed or intended by this Indenture, the Regulatory Agreement or the Loan
Agreement to be exercised by or vested 1n or conveyed to the Trustee with respect thereto
shall be exercisable by and vest in such separate or co-trustee but only to the extent
necessary to exercise such powers rights and remedies and every covenant and
obligation necessary to the exercise thereof by such separate or co trustee shall run to and
be enforceable by either of them

(c) Should any mstrument 1in wnung from the Issuer be required by the
separate trustee or co-trustee appointed by the Trustee for more fully and certainly
vesting 1n and confirming to him or it such properties rights powers trusts duties and
obligations, any and all such mstruments 1n writing shall, on request of the Trustee, be
executed acknowledged and delivered by the Issuer In case any separate trustee or
co 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
separate trustee or co trustee, so far as permutted by law shall vest in and be exercised by
the Trustee until the appointment of a successor to such separate trustee or co trustee

Section 10 15 Loan Servicing The Issuer and the Trustee acknowledge that the
Bondholder Representative will either (1) service the Loan or (1) may by Written Notice to the
Trustee, appoint a third party to service the Loan (any such entity so appointed, the Servicer )
In that regard, the Bondholder Representative may by Written Direction to the Borrower and the
Trustee, direct the Borrower to make any or all [.oan Payments and Additional Payments directly
to the Servicer, in which case the Servicer shall covenant and agree to forward such payments to
the Trustee on behalf of the Borrower The Issuer and the Trustee shall not be responsible for
monitoring the performance of the Bondholder Representative or for any acts or onussions of the
Bondholder Representative The Bondholder Representative may, m 1its sole discretion assign
its rights duties and obligations as Bondholder Representative

Section 10 16 Requests from Rating Agency If the Bonds are at any time rated by a
Rating Agency, the Trustee shall promptly during such time respond in writing, or in such other
manner as may be reasonably requested to requests from the Rating Agency for information
deemed necessary by the Rating Agency n order to maintain the rating assigned thereby to the
Bonds The Trustee shall promptly furnish any such requested information 1n 1ts possesston to
the Rating Agency

61




Section 10 17 No Recourse Agamst Officers or Employees of 1rustee No recourse
with respect to any claim related to any obligation duly or agrcement contamned in this Indenture
or any other Bond Document shall be had against any officer shareholder director or employee,
as such, of the Trustee, 1t being expressly understood that the obligations, duties and agreements
of the Trustee contamned m this [ndenture and the other Bond Documents are solely corporate in
nature

ARIICLE X1

SUPPLEMENTAL INDENTURES, AMENDMENT OF LOAN AGREEMENT
AND BOND DOCUMENTS

Section 11 01 Supplemental ['rust Indentures without Bondholders’ Consent The
Issuer and the Trustee from time to time may enter into a Supplemental Indenture without the
consent of any Bondholders but with the consent of the Bondholder Repiesentative and at all
times with the consent of the Borrower, as are necessary or desirable to

(a) cure any ambiguity or formal defect o1 omission or correct or supplement
any provision heremn that may be inconsistent with any other provision herein

(b) grant to or confer upon the Trustee for the benefit of the Bondholders any
additional rights, remedies powers authority or security that may lawfully be granted to
or conferred upon the Bondholders or the Trustce

(c) amend any of the provisions of this Indenture to the extent required to
maintain the exclusion of interest on the Series A Bonds from gross income for federal
1Income tax purposes

(d) add to the covenants and agreements of the Issuer in this Indenture other
covenants and agreements thereafter to be observed by the Issuer or to surrender any right
or power herein reserved to or conferred upon the Issuer

{e) make any change heren that 15 required by any Rating Agency n order to
obtain a rating by such Rating Agency on the Bonds

(0 amend, alter, modify or supplement this Indenture 1in a manner necessary
or desirable 1n connection with either the use or maintenance of the Book-Entry System
for the Bonds, or the 1ssuance of certificated Bonds following the termination of the
Book Entry System for the Bonds, or

(g) make any other change, which, pursuant to the Wrtten Notice of the
Bondholder Representative, 1s not materially adverse to the interests of the Bondholders

The Trustee will provide the Borrower and the Bondholder Representative with at least ten
Business Days Written Notice of any proposed Supplemental Indenture Immediately after the
execution of any Supplemental Indenture for any of the purposes of this Section, the Trustee
shall cause a notice of the proposed execution of such Supplemental Indenture to be mailed,
postage prepaid to the Bondholders Such notice shall briefly set forth the nature of the
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proposed Supplemental Indenture and shall state that copies thereof are on file at the designated
office of the Trustee for inspection by Bondholders A farlure on the part of the Trustee to mail
the notice required by this Section shall not affect the vahdity of such Supplemental Indenture

Section 11 02 Supplemental Trust Indentures with Bondholders’ Consent

(a) Except as otherwise provided in Section 11 01, subject to the terms and
provisions contained 1n this Section and Section 11 03, the Bondholder Representative
shall have the night, anything contained 1n this Indenture to the contrary notwithstanding,
to consent to and approve the execution by the Issuer and the Trustee of each
Supplemental Indenture as shall be deemed necessary or desirable by the Issuer the
Borrower or the Bondholder Representative for the purpose of modifying, altering
amending adding to or rescinding, in any particular, any of the terms or provisions
contained 1n this Indenture or in any Supplemental Indenture, provided, however, that
nothing herein contatned shall permit or be construed as permitting without the consent
of the Bondholders of all of the Bonds affected by such Supplemental Indenture (1) an
extension 1n the payment of any Bond Obligation with respect to any Bond 1ssued
hereunder or (11) a reduction 1n any Bond Obligation payable under or with respect to any
Bond, or the rate of interest on any Bond, or (111) the creation of a lien upon or pledge of
the money or other assets pledged to the payment of the Bonds hereunder or the release
of any such assets from the lien of this Indenture or (1v) a preference or priornity of any
Bond or Bonds over any other Bond or Bonds, or (v) a reduction in the aggregate
principal amount of the Bonds required for consent to such Supplemental Indenture or to
any amendment, change or modification to the Bond Documents as provided n this
Article X1, or (vt) an extension or reduction in the payment of any other amount payable
on or n connection with any Bond issued hereunder Nothing herein contained however,
shall be construed as making necessary the approval of Bondholders (other than the
Bondholder Representative) of the execution of any Supplemental Indenture authorized
1 Section 11 01

(b) If at any time the Issuer or the Borrower shall request the Trustee to enter
into a Supplemental Indenture for any of the purposes of this Section, the Trustee, at the
expense of the Borrower, shall cause notice of the proposed execution of such
Supplemental Indenture to be mailed postage prepaid to the Bondholders Such notice
shall briefly set forth the nature of the proposed Supplemental Indenture and shall state
that copies thereof are on file at the designated office of the Trustee for inspection by
Bondholders  The Trustee shall not however, be subject to any hability to any
Bondholders by reason of 1ts failure to mail the notice required by this Section 11 02 and
any such faillure shall not affect the vahidity of such Supplemental Indenture when
consented to and approved as provided n this Section

(c) Whenever, at any time within one year after the date of mailing of such
notice, the Issuer delivers to the Trustee an instrument or instruments in writing
purporting to be executed by the Bondholder Representative which instrument or
instruments shall refer to the proposed Supplemental Indenture described in such notice
and shall specifically consent to and approve the execution thereof in substantially the
form of the copy thereof referred to in such notice, thereupon but not otherwise the
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Trustee may subject to the provisions of the subsection (2) execute such Supplemental
Indenture 1n substantially such form

(d) Subject to subsection (a), if, at the tume of the execution of such
Supplemental Indenture, the Bondholder Representative shall have consented to and
approved the execution thereof as heremn provided no Bondholder shall have any right to
object to the execution of such Supplemental Indenture, or to object to any of the terms
and provisions contamed therein or the operation thereof, or 1n any manner to question
the propriety of the execution thereof or to enjoin or restrain the Trustee or the Issuer
from executing the same or from taking any action pursuant to the provisions thereof

Section 11 03 Supplemental Indentures Part of Indenture Any Supplemental
Indenture executed 1n accordance with the provisions of this Article shall thereafter form a part
of this Indenture and all of the terms and conditions contained in any such Supplemental
Indenture as to any provision authorized to be contained thercin shall be and shall be deemed to
be part of the terms and conditions of this Indenture for any and all purposes This Indenture
shall be, and be deemed to be modified and amended 1n accordance therewith and the respective
rights, duttes and obligations under this Indenture of the Issuer, the Trustee and Bondholders
shall thereafter be determined exercised and enforced hereunder subject in all respects to such
modifications and amendments Express reference to any Supplemental Indenture may be made
in the text of any Bonds authenticated after the execution of such Supplemental Indenture 1f
deemed necessary or desirable by the Truslee

Section 11 04 Discretion of Irustee to Execute Supplemental Indenture Lxcept in
the case of a direction from the Bondholder Representative (unless the Trustee determines 1n 1ts
reasonable discretion that such Supplemental Indenture tncreases its duties or adversely affects
its rights, privileges or indemnities), the Trustee shall not be under any responsibility or hability
to the Issuer or to any Bondholder or to anyone whomsoever for its refusal in good faith to enter
into any Supplemental Indenture if such Supplemental Indenture 15 deemed by 1t to be contrary
to the provisions of this Articte or if the Trustee has received an Opimion of Counsel that such
Supplemental Indenture 1s contrary to law or matenally adverse to the rights of the Bondholders

Section 11 05 Consents and Opmions  Subject to Section 11 01 any Supplemental
Indenture entered mto under this Article X1 shall not become effective unless and until the
Borrower and the Bondholder Representative shall have approved the same n writing, each 1n 1ts
sole discretton No Supplemental Indenture shall be effective unfil the Issuer the Borrower the
Bondholder Representative and the Trustee shall have received a Favorable Opinion of Bond
Counsel The Trustee and the Issuer shall receive at the expense of the Borrower, or, 1f such
Supplemental Indenture 1s requested by the Bondholder Representative at the expense of the
Bondholder Representative, an Opmion of Counsel to the effect that any such proposed
Supplemental Indenture 1s authorized and complies with the provisions of this Indenture

Section 11 06 Notation of Modification on Bonds, Preparation of New Bonds
Bonds authenticated and delivered after the execution of any Supplemental Indenture pursuant to
the provisions of this Article may bear a notation, 1n form approved by the Trustee and the
Issuer, as to any matter provided for in such Supplemental Indenture, and if such Supplemental
Indenture shall so provide new Bonds so modified as to conform, 1 the optnion of the Trustee
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and the Issuer (o any modification of this Indenture contaned n any such Supplemental
Indenture, may be prepared by the Issuer at the expense of the Borrower or 1f such amendment
1s requested by the Bondholder Representative, at the expense of the Bondholder Representative,
authenticated by the Trustee and delivered without cost to the Bondholders of the Bonds then
QOutstanding upon surrender for cancellation of such Bonds m equal aggregate principal
amounts

Section 11 07 Amendments to Loan Agreement and Bond Documents Not
Requiring Consent of Bondholders The Issuer shall not consent to any amendment change or
modification of the Loan Agreement or any other Bond Document (other than thus Indenture)
without the prior wntten consent of the Trustee, the Borrower (1f no Loan Agreement Default has
occurred and 1s continuing) and the Bondholder Representative  The Issuer and the Trustee may
without the consent of or notice to the Bondholders but only with the consent of the Borrower
and the Bondholder Representative consent to any amendment, change or modification of any of
the above menuioned documents as are necessary or desirable to

(a) cure any ambiguity or formal defect or onussion, correct or supplement
any provision therein

b grant to or confer upon the Trustee for the benefit of the Bondholders any
additional rights remedies, powers authority or security that may lawfully be granted to
or conferred upon the Bondholders or the Trustee

() amend any of the provisions therem to the extent required to maintain the
exclusion from gross income of interest on the Bonds for federal income tax purposes

(d) add to the covenants and agreements of the Issuer therein other covenants
and agreements thercafter to be observed by the Issuer or to surrender any right or power
therem reserved to or conferred upon the Issuer

(e) make any change that 1s required by any Rating Agency n order to obtain
or maintain a rating by such Rating Agency on the Bonds,

(H amend, alter modify or supplement such document 1n a manner required
in connection with either the use or mamtenance of the Book-Entry System for the
Bonds, or the 1ssuance of certificated Bonds following the termmation of the Book Entry
System for the Bonds or

(g)  make any other change which pursuant to the Wntten Notice of the
Bondholder Representative, 1s not materially adverse to the interests of the Bondholders
of the Bonds

Section 11 08 Amendments to Loan Agreement and Bond Documents Requiring
Consent of Bondhelders

(a) Except for the amendments changes or modifications corresponding to

those provided 1n Section 11 07 neither the Issuer nor the Trustee shall consent to any
other amendment, change or modification of the Loan Agreement or the other Bond

65




Documents {other than this Indenture) without the consent of the Bondholder
Representative, provided, however, that nothing heremn shall permit or be construed as
permitting, without the consent of the Bondholders of ail of the Bonds, (1) an extension of
the time of payment of any amounts payable under the Notes the Loan Agreement or the
Bonds or (11) 2 reduction 1n the amount of any payment to be made with respect to the
Notes, the Loan Agreement, or the Bonds or the rate of interest on the Notes or any
Bond or (111) the creation of a lien upon or pledge of the money or other assets pledged to
the payment of the Notes Loan Agreement or the Bonds hereunder or the release of any
such assets from the lien of thus Indenture or (1v) a preference or prionity of any Bond or
Bonds over any other Bond or Bonds, or (v)a reduction in the aggregate principal
amount of the Bonds required for consent to any such amendment, change or
modification as provided herein or (vi) an extension or reduction mn the payment of any
other amount payable on or in connection with the Notes, the l.oan Agreement or any
Bond 1ssued hereunder If at any time the Issuer or the Borrower requests consent to any
such proposed amendment, change or modification of any of such documents, other than
an amendment change or modification permitted by Section 11 07, the Trustee shall at
the expensc of the Borrower cause notice of such proposed amendment change or
modification to be mailed postage prepaid, to Bondholders Such notice shall briefly set
forth the nature of such proposed amendment, change or modification and shall state that
copies of the amendment to such document embodying the same are on file at the
designated office of the Trustee for mspection by Bondholders The Trustee shall not
however, be subject to any liabihity to any Bondholders by reason of its failure to mail the
notice required by this Section, and any such failure shall not affect the validity of such
supplement or amendment to such document when consented to and approved as
provided in this Section

(b) Whenever, at any time within one year after the date of mailing such
notice the Issuer delhivers to the Trustee an instrument or instruments in writing
purporting to be executed by the Bondholder Representative, which instrument or
instruments shall refer to the proposed amendment or supplement to the document
described 1 such notice and shall specifically consent to and approve the execution
thereof 1n substantially the form of the copy thereof referred to in such notice thereupon
but not otherwise the Issuer and/or the Trustee may execute such amendment
substantially the form on file as provided above, without hability or responsibility to any
Bondholder of any Bond whether or not such Bondholder has consented thereto

Section 11 09 Consents and Opmons  Subject to Section 11 01, any amendment,
change or modification otherwise permitted under this Article XI shall not become effective
unless and until the Borrower and the Bondholder Representative shall have approved the same
in writing, each in its sole discretion The Trustee shall not be under any responsibility or
hability to the Issuer or to any Bondholder or to anyone whomsoever for its refusal in good faith
to enter into any supplement or amendment as provided in this Section 1f such supplement or
amendment 1s deemed by 1t to be contrary to the provisions of this Article or 1f the Trustee has
received an Opimon of Counsel that such supplement or amendment 1s contrary to law or
materially adverse to the rights of the Bondholders of the Bonds or the habilities or indemnities
of the Trustee No such supplement or amendment shall be effective until the Issuer and the
Trustee shall have received an Opmion of Counsel to the effect that any such proposed
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supplement or amendment complies with the provisions of this Indenture and any other opimion
that may be required by the Trustee or the Bondholder Representative

ARTICLE X1I

DEFEASANCE

Section 12 01 Satisfaction and Discharge of Indenture  Whenever all Bond
Obligations have been fully paid and the Bonds are no longer Outstanding, and all fees costs and
expenses due and payable hereunder and under the other Bond Documents have been paid i full
then (a) this Indenture and the lien, rights and interests created hereby shall cease determine and
become null and void (except as to (1) any surviving rights of transfer or exchange of the Bonds
herein or therem provided for and (11) any obhigation to pay arbitrage rebate and comply with
certain tax requirements as provided 1n Section 12 02(c)) and (b) the Trustee shall execute and
deliver a termination statement and such nstruments of satisfaction and discharge as may be
necessary and pay, assign transfer and deliver all cash and securities then held by 1t hereunder as
a part of the Trust Lstate pursuant to Section 6 13

Section 12 02 Trust for Payment of Debt Service

(a) The Issuer shall at the Written Request of the Borrower on any date
provide for the payment of any of the Bonds by establishing an escrow (at the sole
expense of the Borrower) for such purpose with the Trustee and depositing therein cash
and/or Government Obligations (as set forth in the Borrower s Written Request) that
(assuming the due and punctual payment of the principal of and interest on such
Government Qbligations but without remnvestment) will provide funds sufficient to pay
the principal premium, if any and interest on the Bonds as the same become due and
payable unt] the maturity or redemption of the Bonds, provided however, that

(1) such Government Obligations must not be subject to redemption
prior to their respective maturities at the option of the 1ssuer of such Government
Obligations,

(11) if the Bonds are to be redeemed prior to thewr maturnty, either
(A) the Trustee shall receive evidence that urrevocable written notice of such
redemption has been given m accordance with the provisions of this Indenture and
the Bonds or (B)the Issuer shall confer on the Trustee irrevocable written
authority for the giving of such notice on behalf of the Issuer,

(m)  prior to the establishment of such escrow the Issuer, the Trustee
and the Bondholder Representative must receive (A)an Opinion of Counsel
stating 1n effect that upon the occurrence of an Act of Bankruptcy, money and
investments 1 such trust will not be recoverable fromn the Trustee or the
Bondholders under provisions of the Bankruptcy Code relating to voidable
preferences and (B) a Favorable Opinion of Bond Counsel, and

(1v)  prior to the establishment of such escrow the Trustee nust receive
a report by an independent certified public accountant stating 1n effect that the
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principal and interest payments on the Government Obligations 1n such escrow,
without reinvestment together with the cash imtially depostted therein will be
sufficient to make the required payments from such trust

{b)  Cash and/or Government Obhgations deposited with the Trustee pursuant
to this Section shall not be a part of the Trust Estate but shall constitute a separate
irrevocable trust fund for the benefit of the Bondholders to be paid from such fund The
Trustee shall apply such cash and the principal and mferest payable on such Government
Obligations solely to the payment of the principal of and premium 1f any and interest on
the Bonds

{c) The obligations hereunder relating to paying agent, registrar and transfer
agent functions and the provisions of Section 6 08 and Article X shall survive defeasance

ARTICLE XIlI

MISCELLANEOUS
Section 13 01 Notices

(a) All notices, demands, requests and other communications required or
permitted to be given by any provision of this Indenture shall be 1n writing and sent by
first class, regular, registered or certified mail, commercial delhivery service, overnight
courter, telegraph, telex, telecopier or facsimile transmmission, atr or other courter or hand
delivery to the party to be notified addressed as follows

If to the Issuer Austin Housing Finance Corporation
1000 East Eleventh Street
Suite 200
Austin, Texas 78702
Attention  Martin Gonzalez
Telephone (512) 974 3103
Facsimile (512)974 3161

If to the Trustee American National Bank
3033 East First Avenue
Denver Colorado 80206
Attention  Tammy Dixon
Telephone (303) 394 5142
Facsimile  (303) 394-5320

If to the Borrower San Antonio Alternative Housing Corporation
No 15
1215 South Trinity Street
San Antomo Texas 78207
Aftention  Executive Director
Telephone (210) 224-2349
Facsimile  (210) 224-9686
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If to the Bondholder
Representative Wachovia Multifamily Capital, Inc
7255 Woodmont Avenue
Suite 200
Bethesda Maryland 20814
Attentton  Head of Affordable Housing
Telephone (301) 321-1201
Facsimile (301) 866 8438

and Kutak Rock LLP
Suite 2100 South Tower
225 Peachtree Street NE
Atlanta, Georgia 30303
Attention  David A Nix, Esqg
Telephone (404} 222 4610
Facsimile  (404) 222 4654

and Cassm Cassin & Joseph LLP
711 Thurd Avenue, 20" Floor
New York New York 10017
Attention  Deborah A Franzblau Esq
Telephone (212) 798 0148
Facsimile (212) 557-2952

Any such notice, demand, request or communication shall be deemed to have
been given and received for all purposes under this Indenture (1) three Business Days
after the same 1s deposited in any official depository or receptacle of the United States
Postal Service first-class or, 1f applicable certified mail, return receipt requested, postage
prepaid, (1) on the date of transmission when delivered by telecopier or facsimile
transmission telex, telegraph or other telecommunication device provided any telecopy
or other electronic transmission received by any party after 4 00 p m, local tune, as
evidenced by the time shown on such transmussion, shall be deemed to have been
received the following Business Day (111) on the next Business Day after the same 1s
deposited with a nationally recognized overmght delivery service that guarantecs
overmght delivery and (1v) on the date of actual delivery to such party by any other
means, provided, however, 1f the day such notice demand, request or communication
shall be deemed to have been given and received as aforesaid 1s not a Business Day such
notice, demand, request or communication shall be deemed to have been given and
recerved on the next Business Day, and provided further, that notices to the Trustee shall
not be deemed to be given until actually recerved by the Trustee Any facsimile signature
by a Person on a document, notice demand, request or communication required or
permitted by this Indenture shall constitute a legal, valid and binding execution thereof by
such Person

Any party to this Indenture may change such party s address for the purpose of
notice, demands, requests and communications required or pernutted under this indenture
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by providing wrtten notice of such change of address to all of the parties by written
notice as provided herein

(b) Where this Indenture provides for giving of notice to the Trustee such
notice shall also be given to the Bondholder Repiesentative Failure to provide any such
duplicate notice puisuant to the foregoing sentence, or any defect in any such duplicate
notice so provided, shall not be treated as a fatlute to give the prunary notice or affect the
validity thereof or the effectiveness of any action taken pursuant thereto

Section 13 02 Notice to Bondholders, Waiver

(a) Where this Indenture provides for giving of notice to the Bondholders of
any event such notice must (unless otherwise heremn expressly provided) be in wnting
and mailed, first-class postage prepaid to the Bondholders, at the addresses of the
Bondholders as they appear 1in the Bond Register, not later than the latest date, and not
earlier than the earliest date prescribed for the giving of such notice

(b) Where this Indenture provides for notice in any manner, the person
entitled to receive notice may waive the notice in writing either before or after the event,
and such watver shall be the equivalent of such notice  Waivers of notice by
Bondholders shall be filed with the Trustee, but such filing shall not be a condition
precedent to the validity of any actton taken in reliance upon such warver

Section 13 03 Successors and Assigns All covenants and agreements in this Indenture
by the Issuer shall bind its successors and assigns whether so expressed or not

Section 13 04 Benefits of Indenture Nothing n this Indenture or in the Bonds,
expressed or tmplied shall give to any person, other than the parties hereto and their successors
hetcunder the Borrower, the Bondholders and the Bondholder Representative any benefit or any
legal or equitable night, remedy or claim under this Indenture

Section 13 05 Bondholder Representative

(a) The entity designated 1n Section 10 13(b) shall be the initial Bondholder
Representative  The Bondholder Representative shall provide wrntten notice to the
Trustee designating particular individuals authonzed to execute any consent, waiver
approval, direction or other instrument on behalf of the Bondholder Representative and
such notice may be amended or rescinded by the Bondholder Representative at any time
The Bondholder Representative may be removed and a successor appointed by a Written
Notice given by a Majority of Holders to the Trustee and the Borrower substantially n
the form of Exhibit C The removal and reappointment shall be effective immediately
upon recerpt of such notice by the Trustee A Majonty of Holders may appoimnt any
Person to act as Bondholder Representative

(b) if for any reason no Bondholder Representative shall then be appointed
all references to Bondholder Representative herein and in the Bond Documents shall be
deemed to refer to a Majonty of Holders
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(©) Whenever pursuant to this Indenture or any other Bond Document the
Bondholder Representative exercises any right given to 1t to approve or disapprove, or
any arrangement or term 1s to be satisfactory to the Bondholder Representative the
decision of the Bondholder Representative to approve or disapprove or to decide whether
arrangements or terms are satisfactory or not satisfactory shall (except as 15 otherwise
specifically herein or therein provided) be in the sole discretion of the Bondholder
Representative, and shall be final and conclusive

(d)  Whenever this Indenture or any Bond Document requires the consent
determination, election approval, waiver, acceptance, satisfaction or expression of
opmion of, or the taking of any discretionary act by the Trustee (all of the foregoing
being referred to as Consent 1n this Section 13 05) the night, power privilege and
option of the Trustee to withhold or grant its Consent shall be deemed to be the right,
power, privilege and option of the Bondholder Representative to withhold or grant such
Consent and the Trustee shall have no responsibility for any action or action with
respect thereto, except as may be otherwise set forth in this Indenture (including, without
limitation, Section 11 04)

Section 13 06 Proof of Execution of Writings and Ownership  Any mstrument
provided m this Indenture to be signed or executed by the Registered Owners of all or any
portion of the Bonds may be in any number of writings of similar tenor and may be signed or
executed by such Registered Owners 1n person or by their duly authorized representatives  Proof
of the execution of any such instrument or of the writing appointing any such agent, or of the
ownership of any Bonds (other than the assignment of ownership of a Bond as set forth n the
form of Bond), shall be sufficient for any of the purposes of this Indenture and shall be
conclusive 1n favor of the Issuer and the Trustee with respect to any actions taken by either under
such instruments 1f

(a) the fact and date of the execution by any person of any such instrument is
proved by (1) a certificate of any officer of any jurisdiction who by law has power to take
acknowledgments of deeds within such junisdiction, to the effect that the person signing
such nstrument acknowledged before him the execution thereof, or (11) an affidavit of a
witness of such execution and

(b) the ownership of any Bonds 1s proved by the Bond Register kept by the
Bond Registrar

Section 13 07 Legal Holidays In any case in which the date of payment of any Bond
Obligation or the date on which any other act 1s to be performed pursuant to this Indenture shall
be a day that 1s not a Business Day, then payment of such Bond Obhgation or such act need not
be made on such date but may be made on the next succeeding Business Day, and such later
payment or such act shall have the same force and effect as 1f made on the date of payment or the
date fixed for redemption or the date fixed for such act, and no additional interest shall accrue for
the period after such date and prior to the date of payment

Section 13 08 Goverming Law  Tlhis Indenture shall be governed by and shall be
enforceable in accordance with the laws of the State
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Section 13 09 Severability If any provision of this Indenture shall be invahd, 1llegal or
unenforceable, the vahidity, legality and enforceability of the remaining portions shall not in any
way be affected or impaired In case any covenant stipulation obhgation or agreement
contained 1n the Bonds or in this Indenture shall for any reason be held to be usurious or n
violation of law, then such covenant, stipulation, obligation or agreement shall be deemed to be
the covenant stipulation obhgation or agreement of the Issuer or the Trustee only to the full
extent permitted by law

Section 13 10 Execution 1 Several Counterparts This Indenture may be
contemporaneously executed n several counterparts all of which shall constitute one and the
same nstrument and each of which shall be and shall be deemed to be, an original

Section 13 11 Nonrccourse Obligation of the Borrower  Except as otherwise
specifically provided in the Loan Agreement, the obhgations of the Borrower under this
Indenture are without recourse to the Borrower and the provisions of Section 10 01 of the Loan
Agreement are by this reference incorporated herein

Section 13 12 Coaflict  Notwithstanding any proviston herem, i the other Bond
Document to the contrary 1n the event of any conflict or inconsistency between the terms of this
Indenture and any of the other Bond Documents the terms of this Indenture shall control for all
purposes

[Remainder of page intentionally left blank]
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IN WITNESS WHEREOQOF the Issuer and the Trustee have caused this Indenture to be .
duly executed as of the date first written above

AUSTIN HOUSING FINANCE
CORPORATION

By
Name
Title

[Signatures continued on next page]
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‘» [Signature Page to Trust Indenture]

AMLERICAN NATIONAL BANK as Trustee

By

Name

Title
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EXHIBIT A

FORM OF BOND

THIS BOND 1S BEING ISSUED UNDER THE PROVISIONS OF THE TEXAS
HOUSING FINANCE CORPORATIONS ACT, CHAPTER 394, TEXAS LOCAL
GOVERNMENT CODE, AS AMENDED (THE “ACT”) THIS BOND AND THEL ISSUE
OF WHICH IT FORMS A PART ARE NOT GENERAL OBLIGATIONS OF THE
ISSUER BUT ARE LIMITED OBLIGATIONS PAYABLE SOLELY FROM THE
MONEYS AND PROPERTIES PLEDGED FOR PAYMENT THEREOF

THE TRUSTEE IS PROHIBITED FROM REGISTERING THE OWNERSHIP OR
TRANSFER OF OWNERSHIP OF THIS BOND TO ANY PERSON WITHOUT RECEIPT OF
AN EXECUTED INVESTOR LETTER AS DEFINED IN AND ATTACHED TO THE
INDENTURE DESCRIBED HEREIN

UNITED STATES OF AMERICA
STATE OF TEXAS

AUSTIN HOUSING FINANCE CORPORATION
MULTIFAMILY HOUSING REVENULE BONDS
(MEADOWOOD APARTMENTS PROJECT),
[SERIES 2007A] [TAXABLE SERIES 2007B]

No [RA][RB] ___ $
DATED DATE MATURITY DATE BOND COUPON RATE CUSIP NO
_20_ 120 %
REGISTERED OWNER
PRINCIPAL AMOUNT

Austin Housing Finance Corporation (the ‘Issuer ), a housmg finance corporation
organized and existing under the laws of the State of Texas (the Issuer ), for value received,
hereby promises to pay (but only out of the revenues and other assets pledged under the
Indenture (hereinafter defined)) to the Registered Owner specified above or registered assigns
(subject to any right of prior redemption or tender), on the Matunty Date specified above the
Principal Amount specified above and to pay interest thereon accruing from the Dated Date
specified above (the Closing Date ), at the Bond Coupon Rate specified above, payable on the
first calendar day of each month commencing on July 1, 2007 to the person whose name
appears on the Bond Register as of the day next preceding any Interest Payment Date (2 Record
Date ) and to pay any other amounts as specified in the Indenture (hereinafter defined), provided
however that 1f the first calendar day of each month 1s not also a Business Day, then payment
need not be made on such date, but may be made on the next succeeding Busiess Day with the




same force and effect as 1f such payment was made on ongmally scheduled payment date All
capitalized terms not otherwise defined 1n this Bond shall have the meaning ascribed thereto m
the Indenture

Principal of, and premium, 1f any on this Bond arc payable i such comn or currency of
the United States as at time of payment 1s legal tender for payment of private and public debts at
the designated payment office of American National Bank, as tiustee (the Trustee and ‘Bond
Registrar ), or its successor

Interest on this Bond shall be computed on the basis of a 360 day year comprised on
twelve 30-day months Interest on this Bond shall be payable in such comn or currency of the
United States as at time of payment 1s legal tender for payment of private and public debts, at the
designated payment office of the Trustee or 1ts successor

If a Bondholder so clects, any payment due to such Bondholder shall be made by
electronic transfer of federal reserve funds to any account in the Untted States of Amertca
designated by such Bondholder if such Bondholder, At its expense (a)so directs by written
notice delivered to the Trustee at least ten Busmess Days before the date upon which such
electronic transfer or other arrangement 18 to be made and (b) otherwise complies with the
reasonable requirements of the Trustee

This Bond 1s one of an 1ssue of the Issuer s duly authorized [Multifamily Housing
Revenue Bonds (Meadowood Apartments Pioject), Series 2007A i1ssued n the aggregate
principal amount of $ (the ‘Seiics A Bonds’), which are being issued in
conjunction with the Issuer s Multifamily Housing Revenue Bonds (Meadowood Apartments
Project), Taxable Series 2007B 1ssued n the aggregate puncipal amount of $ (the
Sernies B Bonds )] [Multifamily Housing Revenue Bonds (Meadowood Apartments Project),
Taxable Series 2007B 1ssued 1n the aggregate principal amount of $ (the Series B
Bonds’) which are being 1ssued in conjunction with the Issuer s Multifamuly Housing Revenue
Bonds (Meadowood Apartments Project), Series 2007A 1ssued 1n the aggregate principal amount
of § (the ‘Series A Bonds )] The Series 2007A Bonds and the Series 2007B
Bonds (collectively the Bonds ) are being 1ssued pursuant to the provisions of the Texas
Housmg Finance Corporations Act as amended Texas Local Government Code Chapter 394
and all future acts supplemental thereto or amendatory thereof

The proceeds from the Bonds are to be used for the purpose of making a mortgage loan
pursuant to the Loan Agrecement dated as of May 1, 2007 (the Loan Agreement ), between the
[ssuer and San Antonmo Alternative Housing Corporation No 15 (the “Borrower ), to finance the
acquisitton rehabilitation and equipping of a multifamily residential rental project (the

Project ) The Borrower s payment obhgations under the Loan Agreement will be evidenced
by two promissory notes (the Notes ) The Notes will be secured by the First Deed of Trust
Assignment of Rents, Security Agreement and Fixture Filing dated May _, 2007 executed by
the Borrower

The Bonds are 1ssued under and are equally and ratably secured by the Trust Indenture
dated as of May 1, 2007 (as amended and supplemented, the Indenture ), between the Issuer
and the Trustee
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Reference is hereby made to the Indenture and to all amendments and supplements
thereto for a description of the property pledged and assigned to the Trustee and of the
provisions, among others with respect to the nature and extent of the security, the rights, dutres
angd obligations of the [ssuer and the Trustee, the terms on which the Bonds are 1ssued and
secured the manner in which interest 1s computed on this Bond mandatory and optional tender
rights and provisions, mandatory and optional redemption rights and tender provisions,
acceleration, the nights of the Bondholders and the provisions for defeasance of such rights

This Bond 1s subject to optional and mandatory redemption m whole or in part on the
dates under the terms and conditions and at the redemption prices set forth in the Indenture all
of the provisions of which are by this reference ncorporated mnto this Bond Notice of
redemption shall be given in the manner set forth in the Indenture

THIS BOND IS A LIMITED OBLIGATION OF THE ISSUER, THE PRINCIPAL OF,
PREMIUM, IF ANY, AND INTEREST ON WHICH ARE PAYABLE SOLLCLY FROM THE
TRUST ESTATE, PROVIDED HOWEVER THAT UNDER THE INDENTURE, THE
ISSUER HAS RESERVED TO ITSELF AND HAS NOT PLEDGED OR ASSIGNED THE
RESERVED RIGHTS OF THE ISSUER THE BONDS OR ANY PREMIUM OR INTEREST
HEREON DO NOT CONSTITUTE WITHIN THE MEANING OF ANY STATUTORY OR
CONSTITUTIONAL PROVISION AN INDEBTEDNESS AN OBLIGATION OR A LOAN
OF CREDIT OF THE STATE THE CITY OF AUSTIN TEXAS OR ANY OTHER
MUNICIPALITY, COUNTY OR OTHER MUNICIPAL OR POLITICAL CORPORATION OR
SUBDIVISION OF THE STATE THE BONDS DO NOT CREATE A MORAL OBLIGATION
ON THE PART OF THE STATE THE CITY OF AUSTIN TEXAS OR ANY OTHER
MUNICIPALITY, COUNTY OR OTHER MUNICIPAL OR POLITICAL CORPORATION OR
SUBDIVISION OF THE STATE AND EACH OF SUCH ENTITIES IS PROHIBITED BY
THE ACT FROM MAKING ANY PAYMENTS WITH RESPECT TO THE BONDS THE
ISSUER HAS NO TAXING POWER

NO RECOURSE SHALL BE HAD FOR THE PAYMENT OF THE PRINCIPAL OF
OR PREMIUM IF ANY OR INTEREST ON THIS BOND AGAINST ANY PAST PRESENT
OR FUTURE OFFICER DIRECTOR MEMBER, EMPLOYEE OR AGENT OF THE
ISSUER, OR OF ANY SUCCESSOR TO THE ISSULR AS SUCH, EITHER DIRECTLY OR
THROUGH THE ISSUER OR ANY SUCCESSOR TO THE ISSUER, UNDER ANY RULE
OF LAW OR EQUITY, STATUTE OR CONSTITUTION OR BY THE ENFORCEMENT OF
ANY ASSESSMENT OR PENALTY OR OTHERWISE AND ALL SUCH LIABILITY OF
ANY SUCH OFFICERS, DIRECTORS, MEMBERS EMPLOYEES OR AGENTS, AS SUCH,
IS HEREBY EXPRESSLY WAIVED AND RELEASED AS A CONDITION OF, AND
CONSIDERATION FOR, THE EXECUTION AND ISSUANCE OF THIS BOND

The Registered Owner of this Bond shall have no rnight to enforce the provisions of the
Indenture or to institute action to enforce the covenants therewn, or to take any action with respect
to any event of default thereunder or to institute appear in or defend any suit or other
proceeding with respect thereto, except as provided in the Indenture

By 1ts purchase of this Bond the Registered Owner hereof agrees to the appointment of
the Bondholder Representative as provided in the Indenture and authorizes the Bondholder
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Representative to exercise such rights and remedies afforded to the Bondholder Representative
on behalf of the Bondholder as provided in the Bond Documents

Modifications or alterations of the Indenture or of any indenture supplemental thereto
may be made only to the extent and 1n the circumstances permitted by the Indenture

This Bond may be exchanged and its transfer may be effected only by the Registered
Owner hereof 1n person or by his attorney duly authorized in writing at the designated corporate
trust office of the Trustee, but only in the manner and subject to the limitations provided in the
Indenture mncluding without linutation, the dehivery of an Investor Letter to the extent required
under the Indenture Upon exchange or registration of such transfer a new registered bond or
bonds of the same series, matunity and interest rate and of Authorized Denomination or
Authorized Denominations for the same aggregate principal amount will be 1ssued 1n exchange
therefor

The Issuer and the Trustee may deem and treat the person in whose name this Bond shall
be registered on the Bond Regster, as the absolute owner hereof for the purpose of receiving
payment of or on account of principal hereof and interest due hereon and for all other purposes
and neither the Issuer nor the Trustee shall be affected by any notice to the contrary

All acts conditions and things required by the laws of the Issuer to exist, happen and be
performed precedent to and in the cxecution and delivery of the Indenture and the 1ssuance of the
Bonds do exist have happened and have been performed in due time form and manncr as
required by Jaw

Neither the directors members, officers agents employees or representatives of the
Issuer nor any person executing the Bonds shall be personally hable hereon or be subject to any
personal hability by reason of the 1ssuance hereof, whether by virtue of any constitution, statute
or rule of law, or by the enforcement of any assessment or penalty or otherwise all such hability
being expressly released and waived as a condition of and 1n consideration for the execution of
the Indenture and the 1ssuance of the Bonds

This Bond shall not be entitled to any benefit undet the Indenture or be vahd or
obligatory for any purpose until the Bond Registrar shall have executed the Certificate of

Authentication appearing hereon

IT IS HEREBY CERTIFILD, RECITED AND REPRESENTLED that the 1ssuance of this
Bond 1s duly authorized by law, that all acts conditions and things required to exist and to be
done precedent to and 1n the 1ssuance of this Bond to render the same lawful and valid have been
properly done and performed and have happened 1n regular and due time, form and manner as
required by law and that all acts, conditions and things necessary to be done or performed by the
Issuer or to have happened precedent to or n the execution and delivery of the Indenture have
been done and performed and have happened n regular and due form as required by law
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IN WITNESS WHEREOF the Issuer has caused this Bond to be duly executed in 1ts .
name by the manual or facsimile signature of its President or Vice President and attested by the

manual or facsimile signature of 1ts Secretary or Assistant Secretary all as of the Dated Date

above

AUSTIN HOUSING FINANCE
CORPORATION

By
Name
Title

Attest \

By
Name
Title
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@ CERTIFICATE OF AUTHENTICAITION

This 15 to certify that this Bond 15 one of the [Series A] [Series B] Bonds referred to in the
within mentioned Indenture

Date of Authentication

AMERICAN NATIONAL BANK as Trustee

By
Name
Authonzed Signatory
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ASSIGNMENT FOR TRANSFER

FOR VALUE RECEIVED, the undersigned, hereby sells assigns and transfers unto
(Tax Identification
or Social Security No ) the within bond and all nghts thereunder,
and hereby irrevocably constitutes and appoints
attorney to transfer the within bond on the books kept for registration thereof with full power or
substitution 1n the premises

Date Signature
Signature Guaranteed

NOTICE Signature(s) must be guaranteed NOTICE The signature to this assignment

by a signature guarantor institution that 1s a must correspond with the name of the

participant 1 a nationally recognized Registered Owner of the within Bond as 1t

signature guarantor program appears on the face hereof 1n every particular,
without alteration or enlargement or any
change whatever and the Social Security
number or federal employer tdentification must
be supplied
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‘l’ EXHIBIT B

MANDATORY SINKING FUND SCHEDULE
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EXHIBIT C

FORM OF NOTICE OF APPOINTMENT OF
SUCCESSOR BONDHOLDER REPRESENTATIVE

American National Bank
3033 East First Avenue
Denver Colorado 80206

San Antonio Alternative Housing Corporation No 15
1215 South Trinity Street
San Antonio Texas 78207

Re Austin Housing Finance Corporation Multifanuly Housing Revenue Bonds
(Meadowood Apartments Project) Series 2007A and Taxable Series 2007B

Ladies and Gentlemen

The undersigned are a Majority of Holders of the above-referenced bonds {the ‘Bonds ),
as such term 1s defined 1n the Trust Indenture dated as of May 1 2007 (the ‘Indenture ) between
Austm Housing Finance Corporation (the Issuer ) and American National Bank as trustee (the

Trustee ) Pursuant to Section 10 13(b) of the Indenture you are hereby notified that effective
immediately upon receipt of this notice by the Trustee, the Bondholder Representative (as
defined n the Indenture) appointed under Section 10 13(b) of the Indenture shall be [insert
successor Bondholder Representative] The person or entity previously appointed as Bondholder
Representative shall, upon the effectiveness of this notice, no longer have any further rights or
obligations as Bondholder Representative

The following mdividual or individuals shall have authority to execute any consent
warver, approval direction or other instrument on behalf of the Bondholder Representative and
the signature(s) set forth next to his/her (their) name(s) 1s (are) his/her (their) true and correct
signature(s)

NAME SIGNATURE

Additional individuals may be given such authority by written notice to you from the
Bondholder Representative or from a Majority of Holders

This notice 1s dated as of the day of ,

BONDHOLDER(S)

By
Name

Authorized Signatory




EXHIBIT D

FORM OF WRITTEN REQUISITION OF THE BORROWER

To American National Bank, as trustee (the Trustee ) under the Trust Indenture dated as of
May 1 2007 (the Indenture ), between Austin Housing Finance Corporation and the
Tiustee

l You are requested to disburse funds ftom the Project Fund pursuant to
Section 6 07 of the Indenture 1n the amount(s), to the person(s) and for the purpose(s) set forth
on Schedule [ attached hereto and incorporated heremn by reference  An mvoice or other
appropriate evidence of the obligations described on Schedule I 1s attached hereto  The Trustee
shall make all such payments by check or wire transfer in accordance with payment instructions
contained in Schedule I or the invoice submutted in accordance therewith

2 The undersigned certifies that

(a) there has been received no notice (1) of any lien night to lien or attachment
upon or claim affecting the right of the payee to receive payment of, any of the moneys
payable under such requisition to any of the petsons, firms or corporations named therein,
and (1) that any matenals supplies or equipment covered by such requisition are subject
to any hen or security interest, or 1f any notice of any such len, attachment claim or
secunty interest has been received such lien, attachment claim or secunty interest has
been released, discharged, insured or bonded over or will be released, discharged, insured
or bonded over upon payment of the requisition

{(b) such requisition contains no items representing payment on account of any
percentage entitled to be retained at the date of the certificate,

(c)  the obligation stated on the requisition has been mncurred in or about the
acquisition, construction, rehabilitation or equipping of the Project each item 1s a proper
charge against the Project Fund and the obligation has not been the basis for a prior
requisition that has been paid

(d)  such requisition contamns no items representing any Costs of Issuance or
any other amount constituting an 1ssuance cost under Section 147(g) of the Code

(e) the amounts requisitioned by this Requisition plus all amounts previously
disbursed from the Project Fund have been or will be applied by the Borrower to pay
Qualfied Project Costs,

(H as of the date hereof to the undersigned s knowledge, after due inquiry
no event or condition has happened or 1s happening or exists that constitutes, or that with
notice or lapse of time or both, would constitute, an Event of Default under the Indenture
or under the Loan Agreement and

Dated
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SAN ANTONIO ALTERNATIVE HOUSING .
CORPORATION NO 15

By
Name
Title

Approved By
WACHOVIA BANK, NATIONAL ASSOCIATION
By

Name
Authorized Representative
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EXHIBII1 Lk

FORM OF INVESTOR LETTER

Austin Housmg Finance Corporation
1000 East Eleventh Street

Suite 200

Austin Texas 78702

American National Bank
3033 East First Avenue
Denver Colorado 80206

Re Austin Housing Finance Cotporation Multifamily Housing Revenue Bonds
(Meadowood Apartments Project), Series 2007A and Taxable Series 2007B

Ladies and Gentlemen

The undersigned (the Investor’) hereby acknowledges receipt of the above referenced
bonds (the Bonds ) 1n fully registered form and in the outstanding principal amount of
$ The Bonds have been checked nspected and approved by the Investor

The undersigned acknowledges that the Bonds were 1ssued for the purpose of making a
loan to assist 1 the financing of the acquisition and rehabilitation of a multifamily residential
rental project located 1n the Austin, Texas (the Project ) and that the loan 1s evidenced by the
Loan Agreement dated as of May 1, 2007 (the Loan Agreement”) by and between Austin
Housing Finance Corporation (the Issuer ) and San Antomo Alternative Housing Corporation
No 15 (the Borrower ) The undersigned further acknowledges that the Bonds are secured by
the Trust Indenture dated as of May 1, 2007 (the Indenture *) between the Issuer and American
Nattonal Bank as trustee, which creates a secunity interest in the Trust Estate (as defined 1n the
Indenture) for the benefit of the owners of the Bonds

[n connection with the acquisttion of the Bonds by the Investor, the Investor hereby
makes the following representations upon which you may rely

1 The Investor has authority to acquire the Bonds and to execute this Investor Letter
and any other instruments and documents required to be executed by the Investor in connection
with the acquisition of the Bonds

2 The Investor 1s [an accredited mvestor as defined under Regulation D
promulgated under the Securities Act of 1933 (the Act ) ora qualified mstitutional buyer as
defined under Rule 144A promulgated under the Act '] [the trustee, custodian or administrator of
any trust custodial or similar arrangement (a ‘Purchaser Trustee ) the ownership interests n

' Bracketed text to be omitted 1f the Bonds arc acquired by a Purchaser Trustee
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which are to be distributed through the 1ssuance of (a) A rated without respect to modifier (or
its equivalent), or better securities (or securities the pass-through payment on which are
guaranteed by an mnsurer or guarantor, the unsecured long term obligations of which are rated as
least ‘A °) that are registered under Securities Act of 1933 (the ‘Act ) and/or are exempt from
the regsstration requirements of the Act and (b) non investment-grade securitics representing a
residual interest 1n such trust, custodial or sinular arrangement that may only be transferred in
transactions that are exempt from the registration requirements of the Act o

3 The Investor understands that the Bonds are not registered under the Act and that
such registration 15 not legally required as of the date hereof and further understands that the
Bonds (a) are not being registered or otherwise quahfied for sale under the Blue Sky laws and
regulations of any state, (b) will not be listed in any stock or other securities exchange (¢) will
not carry a rating from any rating agency and (d) will be delivered 1n a form which may not be
readily marketable

4 The Investor understands that (a) the Bonds are not a debt of the City of Austin
Texas, the State or any political subdivision thereof and none of the City of Austin Texas, the
State or any political subdivision thereof shall be hable on the Bonds, (b) the Bonds are not an
indebtedness within the meaming of any constitutional statutory or charter debt himmtation or
restriction and are not payable 1n any manner by taxation (c) the [ssuer has no taxing power,
(d) no recourse shall be had for the payment of the principal of or premium if any or interest
on, any of the Bonds or for any claim based thereon or upon any obligation, provision covenant
or agreement contained 1n the Indenture, against any past present or future director trustee
officer official employee or agent of the I[ssuer or any director trustee, officer official
employee or agent of any successor to the Issuer, as such, either directly or through the Issuer or
any successor to the Issuer under any rule of law or equity, statute or constitution or by the
enforcement of any assessment or penalty or otherwise and all such hability of any such
director, trustee, officer, official, employee or agent as such 15 hereby expressly waived and
released as a condition of and 1n consideration for the execution of the Indenture and the 1ssuance
of any of the Bonds, and (¢) the liability of the Issuer with respect to the Bonds 1s lmited to the
Trust Estate as set forth in the Indenture

3 The Investor acknowledges that it has the right to sell and transfer the Bonds
subject to the delivery to the Trustee of an investor s letter from the transferee to the same effect
as this Investor’s Letter, with no revisions except as may be approved i writing by the Issuer
Failure to deliver such investor s letter shall cause the purported transfer to be null and void

6 [The Investor acknowledges that it has erther been supplied with or been given
access to information, including financial statements and other financial information to which a
reasonable mvestor would attach sigmificance 1in making investment decisions and the Investor
has had the opportunity to ask questions and receive answers from knowledgeable individuals
concerning the Borrower, the Project and the Bonds and the security therefor so that, as a
rcasonable investor the Investor has been able to make 1ts decision to purchase the Bonds The

? Bracketed text to be omtted 1f the Bonds are acquired by an entity other than a Purchaser Trustee
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Investor acknowledges that 1t has not relied upon the Issuer for any imformation 1n connection
with the Investor’s purchasc of the Bonds °]

7 [The Investor has made 1ts own inquiry and analysis with respect to the Bonds and
the security therefor and other matenal factors affecting the security and payment of the Bonds
The Investor 1s aware that the business of the Borrower involves certain economic vanables and
risks that could adversely affect the secunity for the Bonds The Investor acknowledges that 1n
the event of a default on the Bonds the nsk of loss lies entirely with the Investor ']

8 The Investor acknowledges that Bondholder Representative (as defined 1n the
Indenture) has been appointed pursuant to the provisions of the Indenture and hereby
acknowledges the rights and prnivileges of the Bondholder Representative as set forth in the
Indenture

Very truly yours,
[INVESTOR/PURCHASER TRUSTEL]

By
Name

Authorized Signatory

? Bracketed text to be omutted 1f the Bonds are acquired by a Purchaser Trustee
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LOAN AGREEMENT

Dated as of May 1, 2007

between

AUSTIN HOUSING FINANCE CORPORATION,
as Issuer

and

SAN ANTONIO ALTERNATIVE HOUSING CORPORATION NO 15

as Borrower

Relating to

$9,375 000
Austin Housing Finance Corporation
Multifamily Housing Revenue Bonds
(Meadowood Apartments Project),
Series 2007A

and

$325 000
Austin Housing Finance Corporation
Multifamily Housing Revenue Bonds
(Meadowood Apartments Project),
Taxable Series 2007B

The mterest of the Issuer in this Loan Agreement (except for certain nights described heren) has
been pledged and assigned to Amencan National Bank, as trustee (the Trustee’), under the
Trust Indenture dated as of May 1 2007 by and between the Issuer and the Trustee




Section 1 01
Section | 02
Section 1 03
Section 1 04

Section 2 01
Section 2 02
Section 2 03
Section 2 04
Section 2 05
Section 2 06
Section 2 07
Section 2 08
Section 2 09
Section 2 10
Section 2 11
Section 2 12

Section 2 13

Section 3 01
Section 3 02
Section 3 03

Section 4 01
Section 4 02
Section 4 03
Section 4 04
Section 4 05

TABLE OF CONTENTS

ARTICLE]

DEFINITIONS, PROVISIONS OF GENERAL APPLICATION

Definitions

Effect of Headings and Table of Contents
Date of Loan Agreement

Designation of Time for Performance

ARTICLL II
GENERAL

Issuance of Bonds

Assignment to Trustee

Loan of Bond Proceeds Notes
Disbursements

Loan Payments

Additional Payments

Borrower Deposit at Closing

Overdue Payments, Payments 1f Default
Obligations of the Borrower Absolute and Unconditional
Optional Prepayment of Notes
Mandatory Prepayment of Notes

Calculation of Interest Payments and Deposits to Real Estate Related

Reserve Funds
Grant of Security Interest, Apphcation of Funds

ARTICLL 111
REPRESENTATIONS AND WARRANTIES

Borrower Representations
Issuer Representations
Survival of Representations and Covenants

ARTICLE IV
AFFIRMATIVE COVENANTS

Existence

Taxes and Other Charges

Repairs Maintenance and Compliance, Physical Condition
Litigation

Performance of Other Agreements

Page

W W W N

-~ - N h R R R W

oc

17
17

18
18
18
18
18



Section 4 g
Section 4 g7
Section 4 08
Section 4 9
Section 4 10
Section 4 | |
Section 4 12
Section 4 13
Section 4 |4
Section 4 15
Section 4 16
Section 4 17
Section 4 18

Section 4 19
Section 4 20

Section 4 21
Section 4 22
Section 4 23

Section 5 01
Section 5 (2
Section 5 (3
Section 5 04
Section 5 5
Section 5 (6
Section 5 7
Section 5 08
Section 5 g9
Section 5 19
Section 5 (]
Section 5 12

Notices
Cooperate 1 Legal Proceedmgs

Further Assurances

Dehvery of Financia] Information

Environmentg] Matters

Title to the Project

Estoppel Statement

Expenses

Indemmty

No Warranty of Condition or Suuablhty by the Issuer
Right of Access 1o the Project

Tax Covenang

Covenantg under Indenture

Nottce of Defaylt

Covenant wtp Bondhoiders

Covenant to Provide Ongomg Disclosure
Obhigation of the Borrower ¢ Complete the Project

Surplus Cash Usage

ARTICLE v
NEGATIVE COVENANTS
Management A greement
Liens
Dissolution

Debt Cancellation
Assets

Transfers

Debt

Assignment of Rights

Principal Piace of Business

Borrower g Orgamzanonal Documents
ERISA

11

18
19
19
19
20
2]
21
21
21
24

24
30
30
30
30
31
31

32
32
32
32
32
32
32
33
33
33
33
33




Section 6 01
Section 6 02
Section 6 03

Section 7 01
Section 7 02

Section 8 01

Section 9 01
Section 9 02
Section 9 03
Section 9 04
Section 9 05
Section 9 06
Section 9 07
Section 9 08
Section 9 09
Section 9 10
Section 9 11
Section 9 12
Section 9 13
Section 9 14
Section 9 15
Section 9 16
Section 9 17
Section 9 18
Section 9 19

ARTICLE VI
INSURANCE, CASUALTY AND CONDEMNATION

Insurance
Casualty
Condemnation
ARTICLE VII
DEFAULTS

Loan Agreement Defaults

Remedies

ARTICLE VI
SPECIAL PROVISIONS

Cooperation 1n Sale of Notes and Secondary Market Transaction

ARTICLE IX
MISCELLANEOUS

Notices

Brokers and Financial Advisors
Survival

Governing Law

Modification, Waiver m Wrniting
Delay Not a Waiver

Trial by Jury

Headings

Severability

Preferences

Waiver of Notice

Prior Agreements

Offsets Counterclaims and Defenses
Publicity

No Usury

Construction of Documents

No Third Party Beneficiaries
Assignment

Complete and Controlling Agreement

111

33
33
33

34
34

37

37
37
38
38
38
38
39
39
39
39
39
40
40
40
40
41
41
41
4]



Section 9 20
Section 9 21

Section 9 22
Section 9 23
Section 9 24
Section 9 25
Section 9 26
Section 9 27
Section 9 28

Section 10 01
Section 10 02

Section 10 03
Section 10 04

Consents

Issuer Trustee and Bondholder Representative Not in Control No
Partnership

Time of the Essence

References to Bondholder Representative
Release

Assignments to Trustee

Term of Loan Agreement
Reimbursement of Expenses

Execution in Several Counterparts

ARTICLE X
LIMITATIONS ON LIABILITY

Limitations on Liability

Limitation on Liability of Bondholder Representative’s Officers
Employees Ltc

Limitation on Liability of the Issuer

Delivery of Reports, Etc

1v

42

42
42
42
42
43
43
43
43

43

44
44

44




LOAN AGREEMENT

THIS LOAN AGREEMENT dated as of May 1 2007 (as amended, modified restated
or supplemented, this Agreement or Loan Agreement ) 1s entercd into between AUSTIN
HOUSING FINANCE CORPORATION, a housing finance corporation duly orgamzed and
validly existing under the laws of the State of Texas (together with 1ts successors and assigns, the

Issuer ), and SAN ANIONIO ALTLRNATIVE HOUSING CORPORATION NO 15 a
nonprofit corporation duly organized and validly existing under the laws of the State of Texas
(together with its permutted successors and assigns the Borrower )

WITNESSETH

WHEREAS, the Issuer has been duly created and organized pursuant to and in
accordance with the provisions of the Texas Housing Finance Corporations Act as amended
Texas Local Government Code, Chapter 394 (the ‘Act’), for the purpose of providing a means
of financing the costs of residential ownership and development that will provide decent, safe
and sanitary housing for persons of low and moderate income at prices or rentals they can affoid,
and

WHEREAS the Act authorizes the Issuer (1) to make loans to any person to provide
financing for rental residential developments located within the City of Austin Texas and
intended to be occupied substantially (at least 90% percent) by persons of low and moderate
income as determined by the Issuer (1) to 1ssuc 1ts revenue bonds for the purpose of obtaining
moneys to make such loans and provide such financing to establish necessary reserve funds and
to pay admimistrative costs and other costs incurred 1n connection with the 1ssuance of such
bonds and (1) to pledge all or any part of the revenues, receipts or resources of the Issuer,
including the revenues and 1eceipts to be received by the Issuer from or in connection with such
loans and to mortgage, pledge or grant security interests in such loans or other property of the
Issuer 1n order to secure the payment of the principal or redemption price of and mnterest on such
bonds, and

WIHEREAS by proceedings adopted pursuant to and in accordance with the provisions
of the Act, the Issuer has authonzed the 1ssuance of (1) its Multifanuly Housing Revenue Bonds
(Meadowood Apartments Project), Series 2007A 1n the onginal aggiegate principal amount of
£9,375,000 (the Series A Bonds ) and (u) its Multifamily Housing Revenue Bonds
(Meadowood Apartments Project), Taxable Series 2007B 1n the original aggregate principal
amount of $325 000 (the Series B Bonds, and together with the Series A Bonds, the ‘Bonds )
to finance a portton of the costs of the acquisition, rchabihtation and equipping of a 200 unit
multifamuly residential rental project known as Meadowood Apartments and located 1 Austin
Texas (the “Project’ ), and

WHEREAS, pursuvant to this Loan Agreement, the Issuer will agree to 1ssue the Bonds
and lend the proceeds thercof to the Borrower (the Loan ) and the Borrower will agree to
(1) apply the proceeds of the Loan to finance a portion of the costs of acquisition, rehabilitation
and equipping of the Project (1) make payments sufficient to pay the principal of, premium f
any, and nterest on the Bonds when duc (whether at maturity, by redemption, acceleration or



otherwise) and (1) observe the other covenants and agrecements and make the other payments set
forth therein and

WHEREAS the Borrower will deliver to the Issuer (1) 1ts promissory note dated May
2007 in an ongimal principal amount equal to the original aggregate principal amount of the
Series A Bonds (as the same may be amended, supplemented, restated or modified from time to
time the Series A Note } and (i) its promussory note dated May 2007 wmn an ornginal
principal amount equal to the original aggregate principal amount of the Series B Bonds (as the
same may be amended, supplemented, restated or modified from time to time, the Senes B
Note ) (collectively, the Notes ) evidencing 1ts obligation to repay the Loan and the Issuer has
made the Loan to the Borrower, subject to the terms and conditions of this Loan Agreement and
the Indenture (as defined herein), and

WHEREAS the obligations of the Borrower under this Loan Agreement and the Notes
will be secured by, among other things, a Furst Deed of Trust Assignment of Rents, Security
Agreement and Fixture Filing dated May , 2007 (as the same may be modified amended
restated or supplemented from time to ttme the Mortgage”) from the Borrower granting a first
lien on the Project to the trustee named therein as trustee for the benefit of the Issuer and by the
other Loan Documents, and

WHEREAS the Issuer mtends to assign to the Trustee as secunity for the Bonds the
Notes and the Mortgage and substantially all of the Issuer s rights under this Loan Agreement

and all other documents executed and delivered in connection with the Loan

NOW THEREFORE 1n consideration of the premuses and the mutual prommses
representations and agreements herein contamed, and other good and valuable constderation the
receipt and sufficiency of which are hereby acknowledged and intending to be legally bound, the
parties hereto agree as follows

ARTICLE I

DEFINITIONS, PROVISIONS OF GENERAL APPLICATION

Section 1 01 Definitions For all purposes of this Loan Agreement except as
otherwise expressly provided or unless the context otherwise requires

(a) Unless specifically defined heremn, all capitalized terms shall have the
meanings ascribed thereto in the Trust Indenture dated as of May 1 2007 (as the same
may be amended modified restated or supplemented from time to time the Indenture )
by and between the Issuer and American National Bank as trustee (the Trustee )

(b) The terms ‘herein  hereof and hereunder and other words of simular
import refer to this Loan Agreement as a whole and not to any particular Article, Section
or other subdivision The terms agree and agreements contained herein are intended
to mclude and mean covenant and ‘ covenants

(c) All references made (1) in the neuter, masculine or feminine gender shall
be deemed to have been made 1n all such genders, and (1) in the singular or plural




number shall be deemed to have been made, respectively 1n the plural or singular number
as well  Singular terms shall include the plural as well as the singular, and vice versa

(d) All accounting terms not otherwise defined herein shall have the meanings
assigned to them and all computations heremn provided for shali be made 1n accordance
with the Approved Accounting Method All references herein to  Approved Accounting
Method refer to such method as 1t exists at the date of the application thereof

(e) All references n this instrument to designated Articles, Sections and
other subdivistons are to the designated Articles, Scctions and subdivisions of this
mstrument as ongimally executed

(f) All references in this Loan Agreement to a separate mstrument are to such
separate instrument as the same may be amended or supplemented from time to time
pursuant to the applicable provisions thereof

(g) Whenever the term includes’ or “including 1s used m this Loan
Agreement, such terms mean includes or including by way of example and not
hmitation

(h) References to the Bonds as tax exempt or the tax exempt status of the
Bonds are to the exclusion of interest on the Bonds from gross income for federal income
tax purposes pursuant to Section 103(a) of the Code

Section 1 02 Effect of Headings and Table of Contents The Article and Section
headings are for convenience only and shall not affect the construction hereof

Section 103 Date of Loan Agreement The date of thus Loan Agreement 1s intended
as and for a date for the convement 1dentification of this Loan Agreement and 1s not intended to
indicate that this Loan Agreement was executed and delivered on said date

Section 1 04 Designation of Time for Performance Lxcept as otherwise expressly
provided hercin any reference in this Loan Agreement to the time of day means the time of day
mn the city whete the Trustee mamntains 1ts place of business for the performance of its
obligations under the Indenture

ARTICLE II

GENERAL

Section 2 01 Issuance of Bonds In order to provide funds for the purposes provided
herein the Issuer agrees that, in accordance with the Act 1t wall 1ssue and sell the Bonds and
cause the Bonds to be delivered to the purchasers thereof The proceeds of the sale of the Bonds
shall be paid to the Trustee for the account of the Issuer The Trustee shall promptly deposit the
proceeds of the sale of the Bonds as provided in the Indenture The Issuer and the Borrower
expressly reserve the right to enter into, to the extent permitted by law, an agreement or
agreements other than this Loan Agreement with respect to the 1ssuance by the Issuer under an



indenture or indentures other than the Indenture of obligations to provide funds to refund all or
any principal amount of the Bonds

Section 2 02 Assignment to Trustee As secunty for the Bonds, the Issuer has
pledged and assigned the Trust Estate to the Trustee under and pursuant to the Indenture The
Trust Estate shall immediately be subject to the lien of such pledge without any physical
delivery thereof or any further act, except in the case of the Notes which shall be delivered to
the Trustee The Borrower hereby acknowledges and consents to such assignment to the
Trustee

Section 2 03 Loan of Bond Proceeds, Notes Upon the 1ssuance of the Bonds and
deposit under the Indenture of the proceeds from the sale of the Bonds in accordance with the
Indenture, the Issuer shall be deemed to have made the Loan to the Borrower 1n the ongmal
principal amount of the Bonds The Loan will mature and be payable at the times and n the
amounts required under the terms of the Notes The proceeds of the Loan shall be used by the
Borrower to pay costs of the acquisition, rehabilitation and equipping of the Project and for
certain other purposes specified in the Indenture The Borrower hereby accepts the Loan and
acknowledges that the Issuer shall cause the proceeds of the Bonds to be deposited with the
Trustee n the manner set forth 1n Section 5 02 of the Indenture and applied as set forth n the
Indenture The Borrower hereby agrees to execute the Notes as evidence of 1ts obligation to
repay the Loan and to deliver the Notes simultaneously with the delivery of this Loan
Agreement to the [ssuer The Notes shall bear interest on the unpaid principal balance thereof at
the applicable Note Rate, calculated on the basis of a 360-day year comprised of twelve 30-day
months The I[ssuer shall assign the Notes to the Trustee for the benefit of the Bondholders

Section 2 04 Disbursements Moneys n the Project Fund shall be disbursed as
provided 1n Section 6 07 of the Indenture Moneys 1n the Costs of Issuance Fund shall be
disbursed by the Trustee in accordance with the nstructions received from the Borrower
pursuant to Section 6 06 of the Indenture

Section 2 05 Loan Payments

(a) The Borrower shall make Loan Payments in accordance with the Notes
Each Loan Payment made by the Borrower shall be made in funds immediately available
to the Trustee by 10 00 am, Central time on the first day of each calendar month
commencing July 1 2007 (the Loan Payment Date’) Each such payment shall be made
by deposit to the Bond Fund Whenever any Loan Payment shall be stated to be due on a
day that 1s not a Busmess Day such payment shall be due on the first Business Day
immediately thereafter All payments made by the Borrower hereunder or by the
Borrower under the other Bond Documents shall be made irrespective of and without
any deduction for any set offs or counterclaims, but such payment shall not constitute a
walver of any such set offs or counterclaims

(b) The Borrower and the Issuer each acknowledge that, except as provided
by the express terms of the Bond Documents, neither the Borrower nor the Issuer has any
interest in any moneys deposited n the funds or accounts established under the Indenture
and such funds or accounts shall be in the custody of and (except for moneys due the




m Issuer on deposit in the Rebate Fund) held by the Trustee in trust for the benefit of the
Bondholders

(c) The Borrower shall be Liable for payment of Loan Payments and 1f such
payments are made the Borrower shall not be liable for payment of the Bonds

Section 2 06 Addrtional Payments
(a) The Borrower shall pay to the Trustee on demand the following amounts

(1 the Rebate Amount then due, 1f any, to be deposited by the Trustee
in the Rebate Fund as specified in Section 6 08 of the Indenture and the costs
meurred to calculate such Rebate Amount (to the extent such costs are not
included in the Loan Payment)

(u)  all Costs of Issuance and fees, charges and expenses, mcluding
agent and counsel fees reasonably mcurred in connection with the 1ssuance of the
Bonds, as and when the same become due to the extent not paid from the Costs of
Issuance Fund and

(1) all late charges due and payable under the terms of the Notes and
Section 2 08

(b) The Borrower shall pay to the party entitled thereto as expressly set forth
“ in this Loan Agreement or the other Bond Documents

(1) all Third Party Fees,

()  all reasonable expenses icurred n connectton with the
enforcement of any rights under this Loan Agreement, the Regulatory Agreement
or the Indenture by the Issuer the Bondholder Representative, the Trustee or the
Bondholders, except as may be expressly lunited by the terms of the Indenture

(1)  all reasonable fees charges costs advances mdemmties and
expenses, including agent and counsel fees, of the Trustee and the Issuer (above
and beyond the Trustee’s Fee and the Issuer s Fee) mcurred under the Indenture,
as and when the same become due

(iv}  all other payments of whatever nature that the Borrower has agreed
to pay or assume under the provisions of this Loan Agreement the Indenture and
any other Bond Document, and

(v) all rcasonable charges, costs advances indemnities and expenscs,
includig agent and counsel fees of the Issuer reasonably incurred by the Issuer at
any time i connection with the Bonds or the Project includmg, without
limitation, counsel fees and expenses incurred tn connection with the
interpretation, performance, enforcement or amendment of the Bond Documents

“’ or any other documents relating to the Project or the Bonds or 1n connection with



questions or other matters anising under such documents or in connection with any
federal or state tax audit

Section 2 07 |RESERVED]

Section 2 08 Overdue Payments, Payments 1f Default If any Borrower Payment
Obligation 1s not paid by or on behalf of the Borrower when due (including any grace pertods)
the Borrower shall pay to the Trustee, a Late Charge in the amount and to the extent set forth in
the Notes 1f any Any such Late Charge shall not be deemed to be additional interest or a
penalty but shall be deemed to be hquidated damages because of the difficulty in computing the
actual amount of damages in advance Late Charges shall be secured by the applicable Bond
Documents 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 Issuer, the Trustee or
the Bondholder Representative may have as provided herein, at law or mn equity

Section 2 09 Obhgations of the Borrower Absolute and Unconditional

(a) Subject to Section 10 01, the obligations of the Borrower under this Loan
Agreement and the Notes to make Loan Payments and Additional Payments on or before
the date the same become due and to perform all of its other obligations, covenants and
agreements hereunder shall be absolute and unconditional and shall be paid or performed
without nofice or demand and without abatement, deduction set-off counterclaim
recoupment or defense or any right of termination or cancellation arnising from any
circumstance whatsoever, whether now existing or hereafter arising and irrespective of
whether the Borrower s title to the Project or to any part thereof 1s defective or .
nonexistent and notwithstanding any damage due to loss, theft or destruction of the
Project or any part thereof, any faillure 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 Project legal curtailment of the Borrower’s use thercof, the eviction or
constructive eviction of the Borrower any change n the tax or other laws of the United
States of Amernica, the State or any political subdivision thereof, any change in the
Issuer’s legal organization or status, or any default of the Issuer or the Trustee hereunder
or under any other Bond Document, and regardiess of the invalidity of any action of the
Issuer or the invalidity of any portion of this Loan Agreement The Borrower hereby
walves to the extent permutted by applicable law, the application to 1t of the provisions of
any statute or other law now or hereafter in effect contrary to any of its obhgations
covenants or agreements under this Loan Agreement or which releases or purports to
release the Borrower therefrom  Nothing contained herein shall be construed as
prohibiting the Borrower from pursuing any nights or remedies 1t may have against any
Person 1n a separate legal proceeding

(b) The Borrower may however, at its own cost and expense and 1n its own
name or 1n the name of the Issuer prosecute or defend any action or proceeding or take
any other action involving third persons that the Borrower deems reasonably necessary 1n
order to secure or protect its right of possession occupancy and use hereunder and in
such event the Issuer hereby agrees to cooperate fully with the Borrower and to take all




action necessary to effect the substitution of thc Boirower for the [ssuer in any such
action or proceeding 1if the Borrower shall so request

Section 2 10 Optional Prepayment of Notes

(a) The Borrower shall have the option to prepay the Notes to the extent and
in the manner set forth 1in the Notes exercisable by Written Notice to the Issuer and the
Trustee, and with the Wnitten Consent of the Bondholder Representative given at least
20 days prior to the proposed prepayment date for the putpose of redeemung all
Outstanding Bonds 1n accordance with Section 4 01 of the Indenture on a pernutted
redemption date of the Bonds or paymg the Bonds at maturity The consent of the
Bondholder Representative shall be given so long as the Borrower has comphied with the
applicable provisions of the Notes and has provided evidence satisfactory to the
Bondholder Representative 1n 1ts sole discretion that the amounts used to prepay the
Notes will not constitute an avoidable prefeience under Section 547 of the United States
Bankruptcy Code in the event the Boirower or an Affiliate thereof were to become a
debtor under the United States Bankruptcy Code

(b) In connection with any such proposed prepayment, the Borrower shall
deposit Eligible Funds with the Trustee by 10 00 a m, Austin, Texas time, not less than
one Business Day prior to the date of prepayment at a prepayment price equal to the
outstanding principal balance of the Notes, plus interest on the Notes to the date of
prepayment and the amount of any Prepayment Premium payable under the Notes plus
any Additional Payments due and payable hereunder through the date of prepayment
Such amounts shall be applied to the redemption of all the Bonds and payment of all
amounts due hereunder The Borrower shall deliver such certifications and shall satisfy
such conditions as set forth in Section 4 01 of the Indenture with respect to the optional
redemption of all Outstanding Bonds

Section 2 11 Mandatory Prepayment of Notes The Borrower shall prepay the
outstanding principal balance of the Notes at the Wnitten Direction of the Bondholder
Representative 1n whole or in part, at a prepayment price equal to the outstanding principal
balance of the Notes prepaid pius interest on the Notes to the date of prepayment and the amount
of any Prepayment Premium payable under the Notes, plus any other amounts payable under the
Notes or this Loan Agreement for the purpose of redeeming the Bonds as provided n
Section 4 03 of the Indenture upon the occurrence of any event or condition described below

(a) in whole, 1f the Project has been damaged or destroyed to the extent that 1t
1s not practicable or feasible to rebuild repair or restore the damaged or destroyed
property within the period and under the conditions described in the Mortgage following
such event of damage or destruction, or

(b) in whole, 1f title to, or the use of, all or a substantial portion of the Project
has been taken under the exercise of the power of eminent domain by any governmental
authority with the result that the Borrower 1s thereby prevented from carrying on its
normal operation of the Project within the period and under the conditions described m
the Mortgage



{c) in whole or in part, to the extent that insurance proceeds or proceeds of
any condemnation award with respect to the Project are not applied to restoration of the
Project in accordance with the provisions of the Mortgage, or

(d) in whole, on any Busimmess Day on or after March 1, 2022 if the
Bondholder Representative provides not less than 30 days’ prior written notice to the
Trustee and the Borrower that the Owners of all of the Bonds have elected to require the
mandatory redemption of the Bonds

Such prepayment shall be due and payable by no later than 10 00 a m Central time at least one
Business Day before the date fixed by the Trustee for redemption of the Bonds pursuant to
Section 4 03 of the Indenture which date shall be communicated by the Trustee in writing to the
Issuer, the Bondholders and the Borrower in accordance with the Indenture  To the extent that
the Borrower or the Trustee recetve any insurance proceeds or condemnation awards that are to
be applied to the prepayment of the Notes such amounts shall be applied to the prepayment of
the Notes and the corresponding redemption of the Bonds

Section 2 12 Calculation of Interest Payments and Deposits to Real Estate Related
Reserve Funds The Issuer and the Borrower acknowledge as follows (a) calculation of all
mterest payments shall be made by the Trustee in accordance with the Notes (b) deposits with
respect to the Taxes and Other Charges shall be calculated by the Trustee 1n accordance with the
Mortgage and (c) deposits with respect to any replacement reserve funds shall be calculated by
the Trustee 1n accordance with the Bond Documents In the event and to the extent that the
Trustee, pursuant to the terms hereof shall determine at any tune that there exists a deficiency 1n
amounts previously owed but not paid with respect to deposits to such replacement reserve fund
such deficiency shall be immediately due and payable hereunder

Section 2 13 Grant of Security Interest, Application of Funds To the extent not
inconsistent with the Mortgage and as securnity for payment of the Borrower Payment
Obhgations and the performance by the Borrower of all other terms conditions and provisions of
the Bond Documents, the Borrower hereby pledges and assigns to the Trustee, as assignee of the
Issuer, and grants to the Trustee a secunity interest 1n all the Borrower s right title and interest 1n
and to all Rents and all payments to or moneys held n the funds and accounts created and held
by the Trustee for the Project The Borrower also grants to the Trustee a continuing security
interest 1n, and agrees to hold for the benefit of the Trustee, all Rents 1n 1ts possession prior to the
payment of Rents or any portion thereof to the Trustee (to the extent that the Borrower 1s
required to pay such Rents to the Trustee) The Borrower shall not without obtaining the prior
Written Consent of the Trustee further pledge, assign or grant any security interest in the Rents,
or permit any Lien to attach thereto, or any levy to be made thereon, or any UCC financing
statements except Permitted Encumbrances, and those naming the Trustee as the secured party,
to be filed with respect thereto and with respect to any subordinate debt agreed to by the Trustee
{as directed by the Bondholder Representative) and the Bondholder Representative  This Loan
Agreement 18, among other things intended by the parties to be a security agreement for
purposes of the UCC Upon the occurrence and during the continuance of a Loan Agreement
Default hereunder, the Trustee shall apply or cause to be applied any sums held by the Trustee
with respect to the Project in accordance with Section 9 04 of the Indenture




ARTICLE I}

REPRESENTATIONS AND WARRANTIES

Section 301 Borrower Representations The Borrower represents and warrants for
the benefit of the Issuer the Trustee and the Bondholder Representative as of the date of
execution hereof, as follows

(a) Organization, Special Purpose The Borrower has been duly orgamzed
and 15 validly existing and 1n good standing under the laws of the State of Texas with
requisite power and authority, and all material nghts lcenses permits and
authorizations, governmental or otherwise necessary to own 1s properties and to transact
busmess 1n the State The Borrower 1s duly qualified to do busmess and 1s in good
standing 1n the State and each other jurisdiction where the farlure to be so qualified would
have a matenal adverse effect upon the Borrower The sole business of the Borrower 1s
the ownership management and opcration of the Project

(b) Procecdings, Enforceability The Borrower has taken all necessary action
to authorize the execution delivery and performance of the Bond Documents to which 1t
1s a party This Loan Agreement has been, and each of the other Bond Documents to
which the Borrower will be a party will be, duly executed and delivered by the Borrower
and constitute legal, valid and binding obligations of the Borrower enforceable against
the Borrower 1n accordance with their respective terms, subject to apphicable bankruptey,
msolvency and similar laws affecting rights of cieditors generally, and general principles
of equity

(c) No Conflicts The execution, dehvery and performance of the Bond
Documents to which the Borrower 15 a party will not conflict with or result in a breach of
any of the terms or provisions of, or constitute a default under, or result in the creation or
imposition of any Lien (other than pursuant to the Bond Documents) upon the Project or
the Borrower pursuant to the terms of, any agreement or instrument to which the
Borrower 1s a party or by which 1ts property 1s subject nor will such action result m any
violation of the provisions of any statute or any order rule or regulation of any
Governmental Authority having jurisdiction over the Bortower or any of its properties
The Borrower’s rights under the Licenses and the Management Agreement will not be
adversely affected by the execution and delivery of the Bond Documents to which the
Borrower 1s a party, the Borrower s performance thereunder, the recordation of the
Mortgage, or the exercise of any remedies by the Trustee and the Bondholder
Representative  Other than any filing or recording necessary to perfect any Lien created
by any of the Bond Documents any consent approval, authorization, order, registration
or qualification of or with any Governmental Authonty required for the execution
delivery and performance by the Borrower of the Bond Documents to which the
Borrower 1s a party has been obtained and 1s 1n full force and effect

(d)  Lmgation There are no actions suits or other proceedings at law or 1n
equity by or before any Governmental Authority now pending or, to the best knowledge
of the Borrower, threatened against or affecting the Borrower or the Project which would



materially adversely affect the condition (financial or otherwise) or business of the
RBorrower or the condition or ownership of the Project

(e) Agreements  Except as contemplated by the Bond Documents, the
Borrower 1s not a party to any agreement or instrument or subject to any restriction that
would matenally adversely affect the Borrower or the Project, or the Borrower s
business properties operations or condition financial or otherwise The Borrower 1s not
in default in any material respect in the performance, observance or fulfillment of any of
the obligations, covenants or conditions contained 1n any Permitted Encumbrance or any
other agreement or instrument to which 1t 1s a party or by which it or the Project 1s bound

(f) Title The Borrower has good title to the Project, free and clear of all
Liens except the Permitted Encumbrances The Mortgage when properly executed
acknowledged and recorded 1n the appropriate records, together with any UCC finanecing
statements required to be filed in connection therewith, will create (1) a valid, perfected
first priority lien on the fee interest in the Project and (u) perfected security interests in
and to, and perfected collateral assignments of all personalty included 1in the Project
(including the Leases), all in accordance with the terms thereof, 1n each case subject only
to any applicable Permitted Encumbrances To the Borrower s best knowledge, the
Permitted Encumbrances do not adversely affect the Borrower’s ability to repay the
Loan To the Borrower s best knowledge there are no delinquent real property taxes or
assessments, including water and sewer charges, with respect to the Project or claims for
payment for work labor or materials affecting the Project that are or may become a Lien
prior to or of equal prionity with, the Liens created by the Bond Documents

(g) Survey To the best knowledge of the Borrower the survey for the Project
delivered to the Bondholder Representative does not fail to reflect any material matter
affecting the Project or the title thereto

(h)  No Bankruptcy Filing The Borrower 1s not contemplating either the
filng of a petition by 1t under any state or federal bankruptcy or msolvency law or the
liquidation of all or a major portion of 1ts property, and the Borrower has no knowledge
of any Person contemplating the filing of any such petition agamnst it The Borrower has
the ability to pay 1its debts as they become due

&) Full and Accurate Disclosure No statement of fact made by the
Borrower in any Bond Documents contains any untrue statement of a material fact or
omits to state any material fact necessary to make statements contained therein not
nmusleading  There 1s no material fact or circumstance presently known to the Borrower
that has not been disclosed to the Bondholder Representative that matenally and
adversely affects or, as far as the Borrower can foresee would matenally and adversely
affect, the Project or the business, operations or condition (financial or otherwise) of the
Borrower

) No Plan Assets The Borrower 1s not an employee benefit plan as
defined 1n Section 3(3) of ERISA subject to Title I of ERISA, and none of the assets of
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the Borrower constitutes or will constitute  plan assets of one or more such plans within
the meaning of 29 CF R Section 2510 3 101

(k) Compliance The Project and the use thereof will comply to the extent
required, 1n all matenal respects with all applicable Legal Requirements The Borrower 1s
not 1n default or violation of any order wnt injunction deciee or demand of any
Governmental Authority, the violation of which would materially adversely affect the
condition {financial or otherwise) or busmess of the Borrower There has not been
commutted by the Borrower or Affiliate involved with the operation or use of the Project
any act or omuission affording any Goveinmental Authority the nght of forfeiture as
aganst the Project or any part thereof or any moneys paid in performance of the
Borrower s obligations under any Bond Document or [.oan Document

Q)] Contracts  All service maintenance or repair contracts to which the
Borrower 1s a party and affecting the Project have been entered into at arm s length
(except for any contract between the Borrower and an Affiliate and expressly disclosed to
the Bondholder Representative) i the ordinary course of the Borrower s business and
provide for the payment of fees in amounts and upon terms comparable to existing
market rates

(m)  Fiancral Information  All financial data, including any statements of
cash flow and income and operating expense that have been delhivered to the Bondholder
Representative i respect of the Project by or on behalf of the Borrower to the best
knowledge of the Borrower (1) are true, complete and correct n all material respects,
(11) accurately represent the financial condition of the Project as of the date of such
reports, and (111) to the extent prepared by an independent certified public accounting
firm have been prepared in accordance with the Approved Accounting Method
consistently applied throughout the periods covered except as disclosed theremm  Other
than pursuant to or permited by the Bond Documents or the Loan Documents the
Borrower has no contingent Liabilities, unusual forward or long term commitments or
unreabized or anticipated losses from any unfavorable commuitments Since the date of

such financial statements there has been no matenally adverse change n the financial
condition operations or business of the Boirower from that set forth in said financial

statements

(n) Condemnation  No Condemnation or other procceding has been
commenced or, to the Borrower s knowledge, 1s contemplated, threatened or pending
with respect to all or part of the Project or for the relocation of roadways providing access
to the Project

(0) Federal Reserve Regulations  No part of the proceeds of the Loan will be
used for the purpose of purchasing or acquiring any margin stock within the meaning
of Regulation U of the Board of Governors of the Federal Reserve System or for any
other purpose that would be inconsistent with such Regulation U or any other regulation
of such Board of Governors or for any purpose prohibited by Legal Requirements or any
Bond Document



(p) Utilities and Public Access To the best of the Borrower’s knowledge the
Project 1s served by water sewer, sanitary sewer and storm drain facihties adequate to
service 1t for its intended uses  All public utilities necessary or convenient to the full use
and enjoyment of the Project are or will be located 1n the public right of way abutting the
Project and all such utilities are or will be connected so as to serve the Project without
passing over other property absent a valid easement All roads necessary for the use of
the Project for 1ts current purpose have been or will be completed and dedicated to public
use and accepted by all Governmental Authorities The Project does not share ingress
and egress through an easement or private road or share on site or off site recreational
facilities and amenities that are not located on the Project and under the exclusive control
of the Borrower, or where there 1s shared mgress and egress or amenities, there exists an
easement or joint use and maintenance agreement under which (1) access to and use and
enjoyment of the easement or private road and/or recreational facilities and amenities 1s
perpetual (1) the number of parties sharing such easement and/or recreational facilities
and amemties must be specified, (i) the Borrower s responsibilitiecs and share of
expenses are specified and (1v) the failure to pay any maintenance fee with result to an
easement will not result 1n a loss of usage of the easement

(q) Not a Foreign Person The Borrower 1s nota foreign person within the
meaning of §1445(f)(3) of the Code

(r) Separate Lots Each parcel comprising the Project 1s a separate tax {of and
1s not a portion of any other tax lot that 1s not a part of the Project

(s) Assessments There are no pending or, to the Borrower’s best knowledge
proposed special or other assessments for public improvements or otherwise affecting the
Project or any contemplated improvements to the Project that may result in such special
or other assessments

() Enforceabiity  The Bond Documents are not subject to and the
Borrower has not asserted, any right of rescission, set-off, counterclaim or defense,
including the defense of usury

(u) Insurance  The Borrower has obtammed the msurance required by
Section 6 01 hereof and has dehvered to the Bondholder Representative certificates of
insurance reflecting the insurance coverages amounts and other requirements set forth 1n
this Loan Agreement and the Mortgage

(v) Use of Property, Licenses The Project will be used exclusively as a
multifamuly residential rental project and other appurtenant and related uses, which use 1s
consistent with the zoning classification for the Project All certifications, permuts
licenses and to the Borrower s best knowledge approvals, including certificates of
completion and occupancy permits required for the legal use occupancy and operation of
the Project (collectively, the Licenses ) required at this time for the rehabilitation and
equipping of the Project have been obtained To the Borrower s knowledge, all Licenses
obtained by the Borrower have been validly issued and are in full force and effect
Except as provided by law no Licenses will terminate, or become void or voidable or
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terminable upon any sale, transfer or other disposition of the Project, including any
transfer pursuant to foreclosure sale under the Mortgage or deed in heu of foreclosure
thereunder The Project does not violate any density or building setback requirements of
the applicable zoning law No proceedings are, to the best of the Botrower’s knowledge,
pending or threatened that would result in a change of the zoning of the Project

(w)  Flood Zone Either all Improvemenis have been constructed above the
flood grade or the Bortower has obtained appropnate flood msurance as directed by the
Bondholder Representative

(x) Physical Conditron  The Project including all Improvements, parking
facihities, systems fixtures, equipment and landscaping, are or, after completion of the
construction and repairs will be 1n good and habitable condition n all respects and n
good order and repair in all matenal respects (reasonable wear and tear excepted) The
Borrower has not recetved notice from any msurance company or bonding company of
any defect or inadequacy m the Project or any part thercof, which would adversely affect
its mnsurabtlity or cause the imposition of extraordinary premiums or charges thereon or
any termunation of any policy of mnsurance or bond The physical configuration of the
Project is not m violation of the Amencans with Disabilities Act, 1f required under
applicable law

(v)  Encroachments All of the improvements included in determining the
appraised value of the Project wiall he wholly within the boundaries and building
restriction lines of the Project, and to the best of Borrower s knowledge, no improvement
on an adjoining property encroaches upon the Project, and no easement or other
encumbrance upon the Project encroaches upon any of the Improvements so as to affect
the value or marketabtlity of the Project except those msured agamst by the Title
Insurance Policy

(z) Fiuling and Recording Taxes All transfer taxes, decd stamps, intangible
taxes or other amounts n the nature of transfer taxes required to be paid by any Person
under applicable Legal Requirements in connection with the transfer of the Project to the
Borrower have been paid All mortgage mortgage recording stamp 1ntangible or other
sinilar taxes required to be paid by any Person under applicable Legal Requirements 1n
connection with the execution delivery, recordation, filing, registration perfection or
enforcement of any of the Bond Documents have been or will be paid

(aa)  Investment Company At  The Borrower 1s not (1) an ‘investment
company or a company “controlled by an ‘investment company, within the meaning
of the Investment Company Act of 1940, as amended, or (1) a holding company or a

subsidiary company of a holding company or an affiliate of either a ‘holding
company or a subsidiary company within the meaning of the Public Utihity Holding
Company Act of 1935, as amended

(bb)  Fraudulcnt Transfer The Borrower has not accepted the Loan or entered
into any Bond Document with the actual intent to hinder, delay or defraud any creditor,
and the Borrower has received reasonably equivalent value in exchange for its oblhigations



under the Bond Documents  Giving effect to the transactions contemplated by the Bond
Documents the fair saleable value of the Borrower s assets exceeds and will,
immediately following the execution and delivery of the Bond Documents, exceed the
Borrower s total liabibities, mcluding subordmated, unliquidated, disputed or contingent
ltabilities  The fair saleable value of the Borrower’s assets 1s and will immediately
following the execution and delivery of the Bond Documents, be greater than the
Borrower s probable liabihties, including the maximum amount of 1ts contingent
liabilities or 1ts debts as such debts become absolute and matured Borrower reasonably
believes Borrower s assets do not and immediately following the execution and dehivery
of the Bond Documents will not, constitute unreasonably small capital to carry out 1ts
business as conducted or as proposed to be conducted The Borrower does not intend to
and does not believe that 1t will incur debts and habilities (including contingent habilities
and other commitments) beyond its ability to pay such debts as they mature (taking nto
account the timing and amounts to be payable on or 1n respect of obligations of the
Borrower)

(cc)  Ownerslup of the Borrower The Borrower has no obligation to any
Person to purchase, repurchase or 1ssue any ownership interest in it

(ddy  Environmental Matters Upon completion of rehabilitation except as
disclosed 1n any environmental report provided to Issuer Trustee or Bondholder the
Project will not be mn violation of any Legal Requirement pertaiming to or mmposmng
liabihity or standards of conduct concerning environmental regulation, contamination or
clean up, and will comply with covenants and requirements relating to environmental
hazards as set forth 1n the Mortgage

(ee) Name, Principal Place of Business The Borrower does not use and will
not use any trade name and has not done and will not do business under any name other
than 1its actual name set forth herein The principal place of business of the Borrower 1s
its prumary address for notices as set forth in Sectton 9 01 and the Borrower has no other
place of business, other than the Project and such principal place of business

(f  Subordinated Debt There 1s no secured or unsecured indebtedness with
respect to the Project or any residual interest therein, other than Permitted Encumbrances
and the permutted secured indebtedness described in Section 5 08

(gg) Filing of Taxes The Borrower has filed (or has obtained effective
extensions for fihng) all federal, state and local tax returns required to be filed and has
paid or made adequate provision for the payment of all federal, state and local taxes
charges and assessments, 1f any, payable by the Borrower

(hh) General Tax All representations, warranties and certifications of the
Borrower set forth in the Regulatory Agreement and the Borrower s Tax Certificate are
incorporated by reference herein and the Borrower will comply with such as if set forth
heremn




()  Approval of the Indenture By its execution and delivery of this Loan
Agreement, the Borrower approves the form and substance of the Indenture and the
execution thereof by the Issuer and the Trustee and agrees to carry out the
responsibilities and duttes specified in the Indenture to be carried out by the Borrower
The Borrower acknowledges that (1)1t understands the nature and structure of the
transactions relating to the financing of the Project (11) 1t 18 famihar with the provisions
of all of the Bond Documents and other documents and instruments relatmg to the
financing, (1) 1t understands the risks mherent in such transactions wncluding without
limitation the risk of loss of the Project, and (1v) 1t has not relied on the Issuer the
Trustee or the Bondholder Representative for any guidance or expeitise 1n analyzing the
financial or other consequences of the transactions contemplated by the Bond Documents
or otherwise relied on the Issuer, the Trustee or the Bondholder Representative in any
manner

1) Amercan with Disabilities Act The Project as designed, will conform 1n
all material respects with all applicable zoning planning building and environmental
laws, ordinances and regulations of governmental authorities having jurisdiction over the
Project including, but not himited to, the Americans with Disabihties Act of 1990, to the
extent required (as evidenced by an architect s certificate to such effect)

(kk)  Requircments of Act and Code The Project satisfies all requirements of
the Act and the Code with respect to multifamily rental housing

(1D Regulatory Agreement The Project 1s as of the date of issuance of the
Bonds, in complhiance with all requirements of the Regulatory Agreement to the extent
such requirements are applicable, and the Borrower intends to cause the residential units
in the Project to be rented or available for rental on a basis which satisfies the
requirements of the Regulatory Agreement including all apphicable requirements of the
Act and the Code and pursuant to leases which comply with all applicable laws

(mm) Intention to Hold Profect The Borrower intends to hold the Project for
1ts own account and has no current plans and has not entered into any agreement, to sell
the Project or any part of it The Borrower intends to occupy the Project or cause the
Project to be occupred and to operate 1t or cause it to be operated at all times during the
term of this Loan Agreement in comphance with the terms of the Regulatory Agreement
and does not know of any reason why the Project will not be so used by 1t in the absence
of circumstances not now anticipated by 1t or totally beyond 1ts control

(nn) Certain Federal Tax Mattcrs

(1 The Borrower 1s an organization exempt from federal income
taxation as provided in scction 501(a) of the Code by virtue of bemg an
organization described n section 501(c)(3) of the Code,

(n)  The Borrower has not diverted a substantial part of 1ts corpus or
income for a purpose or purposes other than the purpose or purposes (A) for
which 1t 15 orgamized or operated or (B) disclosed to the Internal Revenue Service
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it connection with the determunation that the Borrower 1s an organization
described n section 501(c)(3) of the Code (the Determination ),

(1)  The Borrower has not operated during 1ts five most recent fiscal
years or the current fiscal year as of the date hereof 1n a manner that would result
1n 1t being classified as an action organization within the meaning of section
1 501(c)(3)-(1)c)3) of the Regulations including but not hmited to promoting
or attempting to nfluence legislation by propaganda or otherwise as a substantial
part of 1ts activities

(iv)  With the exception of the payment of compensation (and the
payment or retmbursement of expenses) which 1s not excessive and 1s for personal
services which are reasonable and necessary to carrying out the purposes of the
Borrower no mdividual who would be a foundation manager within the
meamng of section 4946(b) of the Code with respect to the Borrower, nor any
Person controlled by any such mdividual or individuals or any of their Affilhates
nor any Person having a personal or private interest in the activities of the
Borrower has acquired or received directly or indirectly any imcome or assets,
regardless of form of the Borrower during the current fiscal year and the five
fiscal years precedmg the current fiscal year other than as reported to the Internal
Revenue Service by the Borrower

(v)  The Borrower 1s not a “private foundation” within the meaning of
section 509(a) of the Code

(vi)  The Borrower has not received any indication or notice whatsoever
to the effect that its exemption under section 501(c)(3) of the Code has been
revoked or modified or that the Internal Revenue Service 1s considening revoking
or modifying such exemption and such exemption 1s still in full force and effect,

{(vi1)  The Borrower has timely filed with the Internal Revenue Service
all requests for determnation reports and returns required to be filed by 1t and
such requests for determmation reports and returns have not omiited or misstated
any material fact and has timely notified the Internal Revenue Service of any
changes n 1ts orgamzation and operation since the date of the application for the
Determination,

(vin) The Borrower has not devoted more than an insubstantial part of
its activities 1n furtherance of a purpose other than an exempt purpose within the
meaning of section 501(c)(3) of the Code

(1x)  The Borrower has not knowingly taken any action, nor does 1t
know of any action that any other Person has taken nor does it know of the
existence of any condition which would cause the Borrower to lose 1ts exemption
from taxation under section 501(a) of the Code or cause interest on the Series A
Bonds to be includable in the income of the recipients thereof for federal mncome
tax purposes
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0 (x)  Taking mto account the respective Issue Prices of the respective
stated maturity of the Series A Bonds, the average term of the Series A Bonds
does not exceed 120% of the average reasonably expected economic life of the
Project to be financed or refinanced by the Series A Bonds weighted in
proportion to the respective cost of each item comprising the property the cost of
which has been or will be financed directly or induectly, with the Net Proceeds
of the Series A Bonds For purposes of the preceding sentence, the reasonably
expected economic life of property shall be determined as of the later of (A} the
Closing Date for the Bonds or (B) the date on which such property 1s placed n
service (or expected to be placed in service) In addition, land shall not be taken
into account n determuining the reasonably expected cconomic life of property
except that 1n the event 25% or mote of the collective Net Proceeds of the Serics
A Bonds directly or indirectly, have been expended for land, such land shall be
treated as having an economic life of 30 years and shall be taken into account for
purposes of determimng the reasonably expected economic life of such property

(x1)  The Borrower has supplied or caused to be supphed to Bond
Counsel all documents, instruments and written information requested by Bond
Counsel, and all such documents mstruments and written mformation supplied by
or on behalf of the Borrower at the request of Bond Counsel which have been
reasonably relied upon by Bond Counsel 1n rendering their opinion with respect to
the exclusion from gross mcome of the nterest on the Series A Bonds for federal
mcome tax purposes or counsel to the Bortower in rendering their opimon with

" respect to the status of the Borrower under section 501(c)(3) of the Code, are true
and correct in all matenal respects do not contain any untrue statement of a
material fact and do not omut to state any materal fact necessary to be stated
theremn to make the information provided theremn 1n light of the circumstances
under which such information was provided, not mislcading

Section 3 02 [Issucr Representations The Issuer makes the following representations
as the basis for the undertakings on 1ts part heremn contained

(a) The Issuer 1s a housmg finance corporation duly orgamized and existing
under the laws of the State The Issuer has authorized the execution and delivery of this
Loan Agreement and the Indenture

(b) The Issuer has determiuned that the Loan will further the purposes of the
Act and will serve the public purposes of the Act referenced in the Resolution

(c) The Issuer has full power and authority to consummate all transactions
contemplated by this Loan Agreement, the Bonds and the Indenture and any and all other
agreements relating thereto

Section 3 03 Survival of Representations and Covenants  All of the representations
and warranties 1n Sections 3 01 and 3 02 and elsewhere 1n the Bond Documents (1) shall survive
for so long as any portion of the Borrower Payment Obligations remains due and owing and
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(11) shall be deemed to have been relied upon by the Bondholder Representative and the
Bondholders

ARTICLE IV

AFFIRMATIVE COVENANTS

During the term of this Loan Agreement, the Borrower hereby covenants and agrees with
the Bondholders the Trustee the Bondholder Representative and the Issuer that

Section 4 01 Existence The Borrower shall (1) do or cause to be done all things
necessary to preserve renew and keep 1n full force and effect 1ts existence and 1ts material nghts,
and franchises (1) contimue to engage m the business presently conducted by it, (111) obtain and
maintain all matenial Licenses and (1v) qualify to do business and remam 1n good standing under
the laws of each junisdiction, in each case where the failure to be so qualified would have a
material adverse effect upon the Borrower

Section 4 02 Taxes and Other Charges The Borrower shall pay all Taxes and Other
Charges as the same become due and payable 1n accordance with the Mortgage and except to the
extent that the amount validity or application thereof 1s being contested in good faith as
permitted by the Mortgage

Section 4 03 Repairs, Mamtenance and Comphance, Physical Condition The
Borrower shall cause the Project to be maintained 1n a good, habitable and safe (so as to not
threaten the health or safety of the Project s tenants or their invited guests) condition and repair
(reasonable wear and tear excepted) as set forth in the Mortgage and shall not remove demolish
or materially alter the Improvements (except for removal of aging non functioning or obsolete
equipment or furnishings 1n the normal course of business) except as provided n the Mortgage
After completion of repairs to the best of Borrower s knowledge no structural or other material
defect or damages to the Project will exist

Section 4 04 Litigation To the best of Borrower s knowledge the Borrower shall give
prompt Written Notice to the Issuer, the Trustee and the Bondholder Representative of any
htigation governmental proceedings or claims or investigations regarding an alleged actual
violation of a Legal Requirement pending or, to the Borrower s knowledge threatened agamst
the Borrower which might materially adversely affect the Borrower’s condition (financial or
otherwise) or business or the Project

Section 4 05 Performance of Other Agreements The Borrower shall observe and
perform 1n all material respects each and every term to be observed or performed by 1t pursuant
to the terms of any agreement or instrument affecting or pertaining to the Project Additionally,
by incorporation by reference the Borrower shall comply with the Issuer's Muitifamily Rules, as
amended, so long as Borrower 1s notified of and provided with such amendments and
modifications

Section 4 06 Notices The Borrower shall promptly advise the Issuer the Trustee and
the Bondholder Representative of (1) any material adverse change in the Borrower s condition,
financial or otherwise other than general changes in the real estate market, (1) any fact or
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circumstance affecting the Borrower or the Project of which Boirower 1s awaie that matenally
and adversely affects the Borrower’s ability to meet its obligations hereunder or under any of the
other Bond Documents to which 1t 1s a party i a timely manner, or (11) the occurrence of any
Default or Loan Agreement Default of which the Borrower has knowledge The Borrower shall
cause to be delivered to the Trustee and the Bondholder Representative any Securities and
ECxchange Commussion or other public filings 1f any of the Borrower within two Business Days
of such filing

Section 4 07 Cooperate tn Legal Proceedings The Borrower shall cooperate fully
with the Trustee and the Bondholder Representative, with respect to, and permut the Trustee and
the Bondholder Representative at their option to participate in iy proceedings before any
Governmental Authority that may in any way affect the nights of Bondholders under any Bond
Document

Section 4 08 Further Assurances The Borrower shall at the Borrower s sole cost and
expense (except as provided in Section 8 01), (1) furnish to the Bondholder Representative all
instruments, documents boundary surveys footing or foundation surveys, ceitificates plans and
specifications appraisals, title and other insurance reports and agreements, rcasonably requested
by the Bondholder Representative, (11) execute and deliver to the Bondholder Representative,
such documents, mstruments certificates, assignments and other writings, and do such other acts
necessary or desirable to evidence preserve and/or protect the collateral at any tune securing or
imtended to secure the Bonds, as the Bondholder Representative may reasonably request from
time to time, (1) do and execute all and such further lawful and rcasonable acts, conveyances
and assurances for the better and more effective carrying out of the intents and purposes of the
Bond Documents, as the Bondholder Representative shall reasonably request from time to time,
and (1v) upon the 1equest therefor by the Bondholder Representative given from time to time
after the occurrence of any Default or Loan Agreement Default for so long as such Default or
Loan Agreement Default, as applicable, is continuing pay for (a) reports of UCC, federal tax
lien, state tax lien judgment and pending hitigation searches with respect to the Borrower and
(b) searches of title to the Project each such search to be conducted by search firms reasonably
designated by the Bondholder Representative 1n each of the locations reasonably designated by
the Bondholder Representative

Section 4 09 Delivery of Financial Information  The Borrower shall furmish or cause
to be furnished the following financial information, at the Borrower s cost

(a) [INTENTIONALLY DELETED ]

(b) the Borrower shall furmsh a quarterly income and expense statement for
the Borrower for the periods January 1 through March 31, April 1 through June 30, July 1
through September 30 and October 1 through December 31 within 60 days of the end of
each such operating period each year during the term of the Loan,

(c) the Borrower shall furmish to the Bondholder Representative not less
frequently than quarterly, an operating report and a current rent roll for the Project within
60 days after the end of the applicable quarter, in such detaill as the Bondholder
Representative may reasonably require,
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(d) the Borrower shall fumish to the Bondholder Representative annual
financial statements (containing a balance sheet, statement of income and expenses, and a
cash flow statement, internally prepared in accordance with generally accepted
accounting principles and audited by a certified public accountant selected by the
Borrower and reasonably satisfactory to the Bondholder Representative) not later than 60
days following the end of the Borrower’s fiscal years (commencing with fiscal year
20_) Such financial statements shall reflect total rental income separately from other
income and total expenses in detaill reasonably satisfactory to the Bondholder
Representative and

(e) the Borrower shall furnish to the Bondholder Representative not later than
60 days following the end of each calendar year, (1) a Certification to Project Rent Roll in
form acceptable to the Bondholder Representative which clearly identifies those umits
occupied by qualifying low income tenants and the actual rent being collected for those
restricted umits () a statement that the Project 1s 1n ongoing comphance with all income
occupancy and rent restrictions as required under the terms of the applicable restrictive
covenants and/or Regulatory Agreement (attached to this statement must be a copy of the
annual recertification of the Project s compliance from the Issuer In the event that the
annual recertification 15 not available from the Issuer, a detailed explanation as to why
must be attached 1n its place)

In addition to the foregoing, the Borrower shall furnish to the Bondholder Representative
such additional interim financial information as the Bondholder Representative may, from time
to time, reasonably require  The covenants contained herein shall remain 1n effect throughout the
term of the Loan

After notice to the Borrower of a Secondary Market Transaction, the Borrower shall
concurrently with any delivery to the Trustee or the Bondholder Representative deliver copies of
all financial information required under the Mortgage or any additional information as may be
reasonably requested by the Bondholder Representative to the Rating Agencies, the Bondholder
Representative, any trustee or any other party reasonably requested by the Bondholder
Representative The Bondholder Representative will pay all costs of expenses related to such
Secondary Market transaction

Section 4 10 Environmental Matters So long as the Borrower owns or 1s In
possession of the Project the Borrower shall (1) use all commercially reasonable efforts to keep
the Project in compliance with all Hazardous Materials Laws (11} promptly notify the Trustee
the Issuer and the Bondholder Representative 1f the Borrower shall become aware that any
Hazardous Matenals (as defined in the Mortgage) are on the Project in violation of Hazardous
Materials Laws, and (m)commence and thereafter diligently prosecute to completion all
remedial work necessary with respect to the Project required to be performed by the Borrower
under any Hazardous Material Laws, 1n each case as set forth in the Mortgage

Section 4 11 Title to the Project The Borrower will warrant and defend the title to the
Project, and the validity and priority of the Lien of the Mortgage, subject only to Permuitted
Encumbrances, against the claims of all Persons
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Section 4 12 Estoppel Statument The Borrower shall furnish to the Bondholder
Representative for the benefit of the Issuer, the Trustee and the Bondholder within ten days after
request by the Bondholder Representative a statement duly acknowledged and certified, setting
forth (1) the unpud principal of the Notes, (1) the Note Rate (111) the date installments of interest
and/or principal were last pawd, (1v) any offsets or defenses to the payment of the Borrower
Payment Obligations, and (v) that the Bond Documents to which the Borrower 1s a party are
vahd, legal and binding obligations of the Borrower and have not been modified or, 1f modified
giving particulars of such modification and whether any Event of Default exists thereunder

Section 4 13 Expenses The Borrower shalt pay all 1casonable expenses incurred by the
Issuer the Trustee and the Bondholder Representative (except as provided i Section 8 01) n
connection with the Bonds, including reasonable fees and expenses of the Issuer s, the Trustee s
and the Bondholder Representative s attorneys environmental engineerng and other
consultants and fees charges or taxes for the recording or filing of Bond Documents The
Borrower shall pay or cause to be paid all reasonable expenses of the Issuer, the Rebate Analyst
the Trustee and the Bondholder Representative (except as provided in Section 8 01) m
connection with the 1ssuance or adnuimstration of the Bonds, including audit costs 1nspection
fees, settlement of condemnation and casualty awards and premiums for uitle msurance and
endorsements thereto The Borrower shall, upon request, promptly reimburse the Issuer, the
Trustee and the Bondholder Representative for all reasonable amounts expended, advanced or
incurred by the Issuer, the Trustee and the Bondholder Representative to collect the Notes, or to
enforce the rights of the Issuer, the Trustee, and the Bondhoider Representative under this Loan
Agreement or any other Loan Document, or to defend or assert the rights and claims of the
Issuer, the Trustee and the Bondholder Representative under the Bond Documents arising out of
a Loan Agreement Default or with respect to the Project (by htigation or other proceedings)
arising out of a Loan Agrcement Default which amounts will include all court costs attorneys
fees and expenses fees of auditors and accountants, and investigation expenses as may be
reasonably incurred by the Issuer the Trustee and the Bondholder Representative in connection
with any such matters (whether or not litigation 1s instituted), together with interest at the Default
Rate on each such amount from the date of disbursement unttl the date of retmbursement to the
Issuer, the Trustee and the Bondholder Representative, all of which shall constitute part of the
Loan and shall be secured by the Bond Documents The obligations and habilitics of the
Borrower under this Section 4 13 shall survive the Term of this Loan Agreement and the exercise
by the Issuer, the Bondholder Representative or the Trustee, as the case may be, of any of 1ts
rights or remedies under the Bond Documents including the acquisition of the Project by
foreclosure or a conveyance 1n lieu of foreclosure

Section 4 14 Indemuity

(a) To the fullest extent permmtted by faw, the Borrower agrees to
indemnify, hold harmless and defend the Issuer, the City of Austin, Texas, the
Trustee, the Servicer and the Bondholder Representative and each of therr
respective officers, governing members, directors, officials, employees, attorneys
and agents (each, an “Indemmfied Party”), against any and all losses, damages,
claims, actions, habihties, reasonable costs and expenses of any nature, kind or
character (including, without limitation, reasonable attorneys’ fees and expenses,
htigation and court costs, amounts paid 1n settlement (to the extent that the
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Borrower has consented to such settlement) and amounts paid to discharge
judgments) (heremnafter, the “Liabilities”) to which the Indemmfied Partes, or any
of them, may become subject under federal or state securities laws or any other
statutory law or at common law or otherwise, to the extent arising out of or based
upon or 1n any way relating to

(1) any breach by the Borrower of its oblhigations under, or any
misrepresentation by the Borrower contained in any of the Bond Documents
except as provided in Section 8 01

(1) any act or omussion of the Borrower or any of its agents
contractors servants, employces or licensees in connection with the Loan or the
Project, the operation of the Project or the condition, environmental or otherwise,
occupancy use, possession conduct or management of work done in or about or
from the planning, design, acquisition nstallation, rehabilitation or construction
of the Project or any part thereof

()  any lien (other than a Permitted Lncumbrance) or charge upon
payments by the Borrower to the Issuer and the Trustee hereunder, or any taxes
(including without limitation, all ad valorem taxes and sales taxes) assessments,
mmpositions and other charges imposed on the Issuer or the Trustee 1n respect of
any portion of the Project,

(iv)  any violation of any environmental law, rule or regulation with
respect to or the release of any toxic substance from, the Project or any part
thereof prior to the date the Borrower acquired the Project and during the period
that the Borrower owns the Project or 1s 1n possession thereof

v) the enforcement of or any action taken by the Issuer the Trustee
or the Bondholder Representative related to remedies under this Loan
Agreement the Indenture and the other Bond Documents relating to a default by
the Borrower

(vi)  the defeasance and/or redemption in whole or m part, of the
Bonds,

(vin) any untrue statement or nusleading statement or alleged untrue
statement or alleged misleading statement of a matenal fact by the Borrower
contained 1n any offering statement or document for the Bonds or any of the Bond
Documents to which the Borrower i1s a party or any omussion or alleged
ommission from any offering statement or document for the Bonds of any
matenal fact necessary to be stated therem i order to make the statements made
therem by the Borrower, in the Light of the circumstances under which they were
made not misleading and

(vi1) 1 the case of indemnification to the Issuer and the City of Austin,
Texas and its respective officers, directors members, officials, employees
attorney and agents only, the Bonds, the Notes the Bond Documents or the
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Project provided, however, nothing in this clause (vin) or any other clause of this
Section 4 14 shall require the Borrower to indemnify the Issuer for the payment of
principal of, premium, 1f any, or interest on the Bonds

(b) In the case of the foregomg indemnification of the Bondholder
Representative and the Trustee or any related Indemmified Party the Borrower will have
no indemnification obligation under (a) above to the cxtent such damages are caused by
the neghgence or willful misconduct of such Indemmified Party or any breach by such
party of 1ts obligations under any of the Bond Documents I[n the case of the foregoing
indemmification of the Bondholder Representative or any related Indemnified Party, the
Borrower will have no indemmification obhigations under (a) above to the extent such
damages are caused by any untrue statement or nusleading statement of a material fact by
such Indemnified Party contained n any offering statement or any omission or alleged
omussion from any such offering statement of any material fact necessary to be stated
therein 1n order to make the statements made theremn by such Indemmified Party not
misleading In the case of the foregomg indemmification of the Issuer or any related
Indemnified Party, they shall be indemnified by the Borrower with respect to Liabilities
arising from their own negligence or breach of contiactual duty, but not for any
Liabihties ansing from the Issuer s own bad faith, fraud or willful misconduct In the
event that any action or proceeding 1s brought against any Indemmfied Party with respect
to which indemnity may be sought hereunder, the Borrower upon wrnitten notice from the
Indemnified Party (which notice shall be timely given so as not to matenally 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 thercto, with full power to litigate,
compromise or settle the same 1n 1ts sole discretion provided that the Indemmfied Party
shall have the right to review and approve or disapprove any such compromise or
settlement, which approval shall not be unreasonably withheld or delayed Each
Indemmified Party shall have the right to employ separate counsel 1n any such action or
proceeding and to participate 1n the investigation and defense thereof, provided however
the Issuer has the absolute right to employ separate counsel at the expense of the
Borrower The Borrower shall pay the reasonable fees and expenses of such separate
counsel provided however that such Indemnified Party other than the Issuer may only
employ separate counsel at the expense of the Bomower if and only 1if mn such
Indemnified Party’s good faith judgment (based on the written advice of counsel) a
conflict of interest exists by reason of common representation ecxcept that the Borrower
shall always pay the reasonable fees and expenses of the Issuer s counsel

(©) Notwithstanding any transfer of the Project to another owner 1n
accordance with the provisions of this Loan Agreement or the Regulatory Agreement, the
Borrower shall remain obligated to indemmify each Indemnified Party pursuant to this
Section 1f such subsequent owner fails to indemmify any party entitled to be indemmnified
hereunder, unless the Issuer, the Trustee and the Bondholder Representative have
consented to such transfer and to the assignment of the rights and oblhigations of the
Borrower hereunder
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(d) The provisions of this Section shall survive the termimation of this Loan
Agreement and the Regulatory Agreement

Section 4 15 No Warranty of Condition or Suitability by the Issuer The Issuer
makes no warranty either express or implied, as to the condition of the Project or that 1t will be
suitable for the Borrower s purposes or needs

Section 4 16 Rught of Access to the Project The Borrower agrees that the Issuer the
Trustee, the Bondholder Representative and thewr duly authorized agents attorneys experts,
engineers accountants and representatives shall have the right but no obligation at all reasonable
times during normal business hours and upon reasonable notice to enter onto the Land (1) to
examine, test and inspect the Project without material interference or prejudice to the Borrower s
operations or any tenant s occupancy, and (1) to perform such work in and about the Project
made necessary by reason of the Borrower’s default under any of the provisions of this Loan
Agreement The Issuer, the Trustee, the Bondholder Representative and their duly authorized
agents attorneys, accountants and representatives shall also be permutted, without any obligation
to do so, at all reasonable times and upon reasonable notice during normal business hours to
examine the books and records of the Borrower with respect to the Project

Section 4 17 Tax Covenants The Borrower covenants to refrain from any action
which would adversely affect and to take such action as may be necessary to assure the
treatment of the Series A Bonds as obligations described mn section 103 of the Code, the interest
on which 1s not includable 1n the “gross income * of the Holders thereof for purposes of federal
income taxation In particular but not by way of hmitation thereof the Borrower covenants as
follows

(a) Maintenance of Exempt Status The Borrower will (1) conduct its
operations mn a manner that will result in 1ts continued qualification as an organization
described m section 501(c)(3) of the Code as described n this Agreement and (1) timely
file or cause to be filed all matenals, returns reports and other documents which are
required to be filed with the Internal Revenue Service

(b)  Diversion of Funds for Unrelated Purposes The Borrower will not divert
a substantial part of 1ts corpus or income for a purpose or purposes other than the purpose
or purposes for which 1t 1s organized and operated as described in this Agreement

{c) Ownership of Project The Borrower shall (or shall cause one or more
other political subdivisions or agencies of a state, instrumentahities thercof or
orgamzations described mn section 501(c)(3) of the Code, which are exempt from federal
income taxes under section 501(a) of the Code ( Exempt Persons ) to) own all portions
of the Project at all times prior to the final maturity of the Series A Bonds

(d) Limit on Costs of Issuance The proceeds of the Series A Bonds will be
expended for the purposes set forth 1n this Agreement and 1n the Indenture and no portion
thereof in excess of 2% of the proceeds of the Series A Bonds, within the meaning of
section 147(g) of the Code, will be expended to pay Costs of Issuance
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(€) Limt on Private Business Use The Borrower shall not use (or permut the
use of) any proceeds of the Series A Bonds, or any income from the investment thereof or
any property financed or refinanced with such proceeds or income m any trade or
busiess carried on by any Person which 1s not an Exempt Person or in any unrelated
trade or business as defined 1n section 513(a) of the Code of an Exempt Person or permit
the direct or indirect loan of any such proceeds, mcome or property to any Person other
than an Exempt Person or to any Person which 1s an Cxempt Person for use m an
unrelated trade or business, as defined m section 513(a) of the Code if the amount of
such proceeds mcome or property so used or loaned or portions thereof so used in the
ageregate, when added to the Costs of Issuance financed, directly or indirectly, with
Series A Bond proceeds exceeds 5% of the Net Proceeds of the Series A Bonds For
purposes of this subsection property 1s considered to be used by a Personf

6 it 18 sold or otherwise disposed of, or leased, to such Person,

() 1t 15 operated, managed, or otherwise physically employed,
utihzed, or consumed by such Person, excluding operation or management
pursuant to an agreement which meets the gumdelines set forth in Revenue
Procedure 97 13 including any amendments or revisions thereto,

(1)  capacity 1n or output or service from such property 1s reserved or
commutted to such Person under a take or pay, output, imncentive payment, or
simmlar contract or arrangement

{iv)  such property 1s used to provide service to (or such service 1s
commutted to or reserved for) such Person on a basis or terms which are different
from the basis or terms on which such service 1s provided (or commtted or
reserved) to members of the public generally, or

(v) substantial benefits and burdens of ownership of such property are
otherwise effectively transferred to such Person, but the investment of amounts
held for the credit of any fund or account established under the Indenture relating
to the Series A Bonds in accordance with the applicable provisions thereof shall
not constitute use of property or a loan of proceeds For purposes of this
subsection proceeds are considered to be “loaned” to a Person 1f

(vi)  property financed or refinanced with proceeds of the Series A
Bonds or any mcome from the investment thereof 1s sold or leased to such Person
m a transaction which creates a debt for federal income tax purposes,

(va) capacity 1n or service from such property 1s commutted to such
Person under a take-or pay, output, or sumilar contract or arrangement or

(vin) ndirect benefits or burdens and benefits of ownership, of such
property are otherwise transferred to such Person 1n a transaction which 15 the
economic equivalent of a loan, and the amount of any such loan 1s the cost of
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such property financed or refinanced with proceeds or mvestment income of the
Series A Bonds

(f) RESERVED

(2) Prohibited Facilities The Borrower shall not use or permut the use of any
proceeds of the Series A Bonds or any income from the investment thereof to provide any
arrplane skybox, or other private luxury box, any facility primarily used for gambling, or
any store the principal busmess of which 1s the sale of alcoholic beverages for
consumption off premises

(h) Prohibited Act With Respect to Gross Proceeds The Borrower shall not
take any action or omit to take any action with respect to the Gross Proceeds of the Series
A Bonds or of any amounts expected to be used to pay the principal thereof or the interest
thereon which 1f taken or onutted, respectively would cause any Senes A Bond to be
classified as an ‘arbitrage bond within the meaning of section 148 of the Code

(1) Encumbrances Except as provided in the Indenture, the Mortgage and
this Agreement, the Borrower shall not pledge or otherwise encumber or permit the
pledge or encumbrance of any money mvestment or investment property as securty for
payment of any amounts due under this Agreement relating to the Series A Bonds shall
not establish any segregated reserve or sumilar fund for such purpose and shall not prepay
any such amounts in advance of the redemption date of an equal principal amount of
Series A Bonds unless in each case 1n the opinion of Bond Counsel such action will not
adversely affect the excludability of interest on any Series A Bond from the gross
mcome, as defined mn section 61 of the Code of the owner thereof for federal income tax
purposes

1) Investment of Gross Proceeds The Borrower shall not at any time prior
to the final maturity of the Series A Bonds, direct or permit the Trustee to invest Gross
Proceeds in any Permitted Investment (or to use Gross Proceeds to replace money so
invested) 1f as a result of such investment the Yield of all Permitted Investments
acquired with Gross Proceeds (or with money replaced thereby) on or prior to the date of
such mnvestment exceeds the Yield of the Series A Bonds to stated matunity, except as
permtted by section 148 of the Code and Regulations thereunder or as provided 1n the

Borrower Tax Certificate, which 1s based on certain representations and certifications
of the Borrower with respect to the Series A Bonds

(k) Maimntaining of Tax Exempt Status of the Senes A Bonds Except to the
extent permutted by section 149(b) of the Code and the Regulations and rulings
thereunder the Borrower shall not take or omut to take any action which would cause the
Series A Bonds to be federally guaranteed within the meaning of section 149(b) of the
Code and the Regulations and rulings thereunder

(N Prohibited Investments of Gross Proceeds The Borrower shall not direct
or instruct the Trustee to mvest Gross Proceeds of the Sertes A Bonds in any manner
which 1s inconsistent with the Indenture
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(m)  Covenant Regarding Tax-Exempt Status of the Series A Bonds

(1) The Issuer and the Borrower covenant to 1estrict the use and
investment of Gross Pioceeds 1n such manner and to such manner and to such
extent as may be necessary so that the Secrics A Bonds will not constitute
arbitrage bonds under section 148 of the Code Any authorized representative of
the Issuer and the Borrower having responsibility with respect to the i1ssuance of
the Bonds 1s authorized and directed, alone or 1n conjunction with any other
official, employee or consultant of the Issuet and the Borrower to give an
appropriate certificate on behalf of the Issuer and the Borrower, for inclusion in
the transcript of proceedings for the Series A Bonds, setting forth the facts,
estimates and circumstances and reasonable expectations pertaining to section 148
of the Code and to the extent apphicable, section 147(b) of the Code

(11) The Borrower shall immediately remit to the Trustee for deposit 1n
the Rebate Fund any deficiency with respect to the Rebate Amount as required by
the Indenture

(1)  The Issuer and the Borrower agree to provide to the Trustee, at
such time as required by the Trustee, all information required by the Trustee with
respect to Nonpurpose Investments (as defined in section 1 148-i1(b) of the
Regulations) not held in any fund under the Indenture

In furtherance of such intention the Issuer hereby authomzes and directs the general
manager to the Issuer to execute any documents certificates or reports required by the Code and
to make such elections, on behalf of the Issuer which may be permitted by the Code as are
consistent with the purpose for the 1ssuance of the Bonds

(n) Allocation of, and Limitation on Expenditures for the Project The Issuer
and the Borrower covenant to account for the expenditure of sale proceeds and
mvestment earnings to be used for the purposes described the Indenture {each such
purpose referred to theremn and hereof as a Project )} on its books and records by
allocating proceeds to expenditures within 18 months of the later of the date that (1) the
expenditure 1s made or (2) the Project 1s completed The foregomng notwithstanding, the
Issuer and the Borrower shall not expend sale proceeds or investment earnings thereon
more than 60 days after the later of (1) the fifth anmiversary of the delivery of the Series
A Bonds, or (2) the date the Series A Bonds are retired unless the Issuer obtains an
opmion of nationally recogmzed bond counsel that such expenditure will not adversely
affect the tax-exempt status of the Series A Bonds For purposes hereof the Issuer and
the Borrower shall not be oblhigated to comply with this covenant if 1t obtams an opinion
that such fatlure to comply will not adversely affect the excludability for federal income
tax purposes from gross income of the nterest
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(0) Disposition of Project The Issuer and the Borrower covenant that the
property constituting the Project will not be sold or otherwise disposed 1n a transaction
resulting 1n the receipt by the Issuer and the Borrower of cash or other compensation
unless the Issuer and the Borrower obtamn an opinion of nationally-recogmzed bond
counsel that such sale or other disposition will not adversely affect the tax exempt status
of the Series A Bonds

(p) Qualified Residential Rental Project The Borrower hereby covenants and
agrees that the Project will be operated as a ‘qualified residential rental project” within
the meaning of sections 142(d) and 145(d) of the Code on a continuous basis during the
longer of the Qualified Project Period or the period during which any Series A Bond
remains outstanding to the end that the interest on the Series A Bonds shall be excluded
from gross income for federal income tax purposes In particular, the Borrower covenants
and agrees, for the longer of the Qualified Project Period or the period during which any
Series A Bonds remarn outstanding as follows

§)] that the Project qualifies as residential rental property and will be
owned, managed and operated at all imes during the term specified above as a
qualified residential rental project comprised of residential dwelling units and

facilities functionally related and subordinate thereto 1n accordance with sections
142(d) and 145(d) of the Code

(n) that the Project consists of one building or structure or several
proximate and mterrelated buildings or structures each of which 1s a discrete
edifice or other man-made construction consisting of an independent foundation
outer walls and a roof and all of which (A) are located on a single tract of land or
two or more parcels of land that are contiguous (1 ¢ their boundanes meet at one
or more points) except for the interposition of a road street, stream or simular
property (B) are owned by the same person for federal tax purposes, and (C) were
financed pursuant to a common plan

(1)  that substantially all of the Project consists of similarly constructed
dwelling umts together with functionally related and subordinate facihities for use
by Project tenants, such as swimming pools other recreational facilities parking
areas, heating and cooling equipment, trash disposal equipment units for resident
managers or mamtenance personnel and other facilities that are reasonably
required for the Project,

(iv)  that each dwelling umit 1n the Project contains complete facilities
for living sleeping, eating cooking and samitation, e g a living area a sleeping
area, bathing and sanitation facilities and cooking facilities equipped with a
cooking range refrigerator and swk, all of which are separate and distinct from
other units

) that each dwelling unit in the Project has been and will be rented or
available for rental on a continuous basis to members of the general public at all
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times during the term specified above (unless occupied by or reserved for a
resident manager or maintenance personnel) and that the Bortower will not grve
preference 1n renting Project dwelling umts to any particular class or group of
persons other than Low Income Tenants and other eligible tenants as provided
herein

(vi)  that at no time during the term specifted above will any dwelling
uniit n any building or structure tn the Project which contamns fewer than five
units be occupied by the Borrower

(vu) that the land and the facilities are functionally related and
subordinated to the dwelling units comprising the Project and are of size and
character which 15 commensurate with the size and number of such dwelling
units

(q)  Qualfied Project Period The Borrower and the Issuer hereby clect to
apply the requirements of section 142(d)(1)(B) of the Code to the Project The Borrower
hereby represents covenants and agrees, continuously during the Qualified Project
Period as follows

(1) at least 20% of the umts (the Set Aside ) within the Project (and
any other building which 1s comprised of simularly constructed umits 1s owned by
the Borrower for federal income tax purposes, 1s located on the same or
contiguous tract which 1s not separated from the Project except by a road, street
stream or similar property and 1s financed by the Series A Bonds) which are
available for occupancy shall be occupted for a term of not less than 32
consecutive days by or if vacant, last occupied for a period of not less than 32
consecutive days by one or more individuals which at the time of their inttial
occupancies of such units were a Low Income Tenant at Affordable Rents, and

(1)  the Borrower will mamtain complete and accurate records
pertaining to Low Income Tenants and file all documents as required by section
142(d) of the Code and the Regulatory Agreement

Although the parties hereto recognize that the provisions of this Agreement terminate
upon the payment in full of the Series A Bonds the parties hereto recognize that the requirements
stated 1n this section shall continue 1n effect until the termination of the Qualified Project Period
or until no Series A Bonds remain outstanding whichever occurs later, and the requirements
this Section 4 17 shall continue 1n effect until the termination of the Qualified Project Period
Notwithstanding the foregoing, the requirements hereof shall terminate in the event of an
involuntary noncompliance caused by fire seizure, requisition, foreclosure, transfer of title by
deed 1n Lieu of foreclosure, change m federal law or an action of a federal agency wiich prevents
the Issuer from enforcing the requirement or condemnation or similar event but only 1f (1)
within a reasonable period, either the Series A Bonds are retired in full or the amounts received as
a consequence of such event are used to provide a qualified residential rental project that meets
the requirements of sections 142(d) and 145(d) of the Code, as the same may be amended from

29



time to tume, and (1) n the case of foreclosure, transfer of title by deed in heu of foreclosure or
similar event nerther the Borrower nor any related person within the meaning of section
147(a)(2) of the Code, obtains an ownership mterest in the Project for tax purposes at any time
during that part of the Qualified Project Period subsequent to such event

(r) Borrower Notice to Trustee The Borrower further covenants and agrees
to prepare and submit to the Trustee and the Issuer within 60 days prior to the last day of
the Qualified Project Period a certificate setting forth the date on which the Qualified
Project Period will end, which certificate shall be in recordable form

(s) Reliance on Borrower Certifications  Anythmg n this Agreement to the
contrary notwithstanding 1t 1s expressly understood and agreed by the parties hereto that
the Issuer and the Trustee may rely conclusively on the truth and accuracy of any
certificate, opinion, notice, representation or instrument made or provided by the
Borrower 1n order to establish the existence of any fact or statement of affairs solely
within the knowledge of the Borrower and which 1s required to be noticed represented
or certified by the Borrower hereunder or in connection with any filings representations
or certifications required to be made by the Borrower 1n connection with the 1ssuance and
delivery of the Series A Bonds

Section 4 18 Covenants under Indenture The Borrower will fully and faithfully
perform all the duties and obligations which the Issuer has covenanted and agreed m the
Indenture to cause the Borrower to perform and any duties and obligations which the Borrower 1s
required 1n the Indenture to perform The foregoing will not apply to any duty or undertaking of
the Issuer, which by 1ts nature cannot be delegated or assigned

Section 4 19 Notice of Default The Borrower will advise the Issuer the Trustee and
the Bondholder Representative promptly by Written Notice of the occurrence of any Default or
Loan Agreement Default of which 1t has knowledge specifying the nature and period of
existence of such event and the actions being taken or proposed to be taken with respect thereto

Section 4 20 Covenant with Bondholders The Issuer and the Borrower agree that this
Loan Agreement 1s executed and delivered 1n part to induce the purchase by others of the Bonds
and, accordingly all covenants and agreements of the Issuer and the Borrower contained 1n this
Loan Agreement are hereby declared to be for the benefit of the Trustee, the Bondholder
Representative, and the Holders of the Bonds from time to time Notwithstanding the foregoing,
the Bondholder s rights to enforce this provision of this Loan Agreement are governed by the
terms of the Indenture

Section 4 21 Covenant to Provide Ongoing Disclosure In the event that the Bonds
become subject to Rule 15¢2 12 of the Securities and Exchange Commussion (the Rule ), the
Borrower shall enter into a written undertaking for the benefit of the Holders to provide for the
continuing disclosure of information about the Bonds, the Borrower and other matters as may be
required to cause comphance with the Rule Failure of the Borrower to comply with the Rule
shall not be a default under the Indenture, this Loan Agreement or any of the other Bond
Documents, provided however, the Borrower acknowledges that the Issuer the Trustee or any
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Bondholder shall be entitled to bring an action for specific performance to cause the Borrower to
comply with the covenant set forth in this Section

Section 4 22 Obligation of the Borrower to Complete the Project The Borrower
shall proceed with reasonable dispatch to rehabihitate the Project If amounts on deposit i the
Project Fund designated for the Project and available to be disbursed to the Borrower are not
sufficient to pay the costs of the rehabilitation of the Project the Borrower shall pay such
additional costs from its own funds The Borrower shall not be entitled to any retmbursement
from the [ssuer, the Trustee, the Bondholder Representative or any Bondholder 1n respect of any
such costs or to any diminution or abatement in the repayment of the Loan The Issuer shall not
be liable to the Borrower the Bondholders or any other person 1if for any reason the Project 1s not
completed or 1f the proceeds of the Loan are msufficicnt to pay all costs of the Project The
Issuer does not make any representation or warranty, either express or implied, that moneys, 1f
any, which will be paid into the Project Fund or otherwise made available to the Borrower will
be sufficient to complete the Project and the Issuer shall not be liable to the Borrower the
Bondholders or any other person 1f for any reason the Project 1s not completed

Section 4 23 Surplus Cash Usage (a)  The Borrower covenants that 1t shall use
Surplus Cash solely for Special Projects and shall cause to be included 1n 1ts annual audited
financial statement or such other document supphed by an independent certified public
accountant an itermzed statement of the date the Sutplus Cash was used, the Special Project for
which the Surplus Cash was used and mn the case of tangible property the location of such
property (the Surplus Cash Statement ) The Borrower shall not be in default of the covenants
set forth m this section if Surplus Cash continues to be 1dentified as an asset in the audited
financial statement, provided however that the Borrower covenants that 1t will expend all Surplus
Cash on Special Projects within three (3) years of the discharge of all Bonds 1n accordance with
the terms of the Indenture Furthermore 1n the event that the Borrower has expended more than
Surplus Cash on Special Projects with revenues of the Project, then there shall be an equitable
adjustment 1n succeeding year to offset the excess use of Project revenues on Special Projects

(b} In the event Surplus Cash Statement shows that Surplus Cash was used for
purposes other than Special Projects the Borrower shall increase the amount of Surplus Cash for
the next succecding fiscal year by decreasing the agreed upon return on Gross Revenues by the
amount of Surplus Cash that was used for purposes other than Special Projects In the event that
the Surplus Cash Statement for such next succeeding fiscal year shows that Surplus Cash was
used for purposes other than Special Projects the Borrower shall i the next succeeding fiscal
year make a payment to the Issuer out of Surplus Cash for such fiscal year in the amount of the
non-Special Project uses reported i the immediately preceding Surplus Cash Statements

(c) The Issuer, the Borrower, and the Trustee agree that (1) failure by the
Borrower to abide by the covenants in this section shall not constitute an Event of Default, but
that the Issuer may seek a mandamus action n a court of competent jurisdiction and (1) money
held in the Trust Estate or otherwise used to pay principal and interest on the Bonds, to fund
reserves herem or pay Operating Expenses shall not be used for any payment relating to this
section
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ARTICLE V

NEGATIVE COVENANTS

Until the end of the Term without the prior wntten consent of the Bondholder
Representative which shall not be unreasonably withheld, delayed or conditioned, the Borrower
covenants and agrees that 1t will not, directly or indirectly

Section 501 Management Agreement Bondholder Representative has consented to
the Management Agreement, and the Borrower shall not, without the Bondholder
Representative s prior consent (which consent shall not be unreasonably withheld delayed or
conditioned) and further subject to the Regulatory Agreement (1) surrender, terminate or cancel
the Management Agreement or otherwise replace the Manager or enter into any other
management agreement (1) waive or release in any material respect any of its rights and
remedies under the Management Agreement

Section 5 02 Liens Without the Bondholder Representative s prior Written Consent
create 1ncur, assume, permit or suffer to exist any mechanic s matenialmen s or other Lien on
any portion of the Project, except Permitted Encumbrances, unless such Lien 1s bonded or
discharged within 30 days after the Borrower first receives notice of such Lien or unless the
Borrower 1s contesting such Lien in accordance with the Mortgage

Section 5 03 Dissolution Dissolve or liquidate, in whole or in part merge with or
consolidate 1nto another Person

Section 504 Change in Business or Operation of Property Enter into any line of
business other than the ownership and operation of the Project or make any matenal change m
the scope or nature of 1ts business objectives purposes or operations, or undertake or participate
1n activities other than the continuance of its present business and activities incidental or related
thereto or otherwise cease to operate the Project as a multifarmily residential rental project or
terminate such business for any reason whatsoever (other than temporary cessation in connection
with construction of the Project)

Section 5 05 Debt Cancellation Cancel or otherwise forgive or release any claim or
debt owed to the Borrower by a Person, except for adequate consideration or n the ordimnary
course of the Borrower’s business 1n 1ts reasonable judgment

Section 5 06 Assets Purchase or own any real property or personal property incidental
thereto other than the Project

Section 507 Transfers Make suffer or permit the occurrence of any Transfer other
than a transfer permitted under the Mortgage, nor transfer any material License required for the
operation of the Project

Section 508 Debt Create, mncur or assume any indebtedness for borrowed money,
secured by all or any portion of the Project (including subordinate debt), or any partnership
interest in the Borrower other than the Borrower Payment Obligations and secured indebtedness
incurred pursuant to or permutted by the Bond Documents
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Section 509 Assignment of Rights Without the Bondholder Representative s prior
Wntten Consent, attempt to (1) assign the Borrower’s rights or interest under any Bond
Document 1n contravention of any Bond Document, or (11) surrender the Borrower s fee interest
in the Land

Section 510 Principal Place of Business Change its principal place of busiess
without providing 30 days’ prior Written Notice of the change to the Trustee and the Bondholder
Representative

Section 511 Borrower’s Orgamizational Documents Except to effect transfers to
which the Bondholder Representative has consented or which are permutted pursuant to the
Mortgage the Borrower shall not without the Bondholder Repiesentative s prior Written
Consent (which consent shall not be unreasonably withheld) surrender, ternunate or cancel, 1ts
articles of incorporation or by laws

Section 512 ERISA  Mantain sponsor, contribute to or become obligated to
contribute to, or suffer or permut any CRISA Affiliate of the Borrower to, mamntain sponsor,
contribute to or become obligated to contribute to, any Plan or permit the assets of the Borrower
to become plan assets’ whether by operation of law or under regulations promulgated under
ERISA

ARTICLE VI

INSURANCE, CASUALTY, AND CONDEMNATION

Section 6 01 Insurance The Borrower, at 11s sole cost for the mutual benefit of the
Borrower and the Trustee as representative of the Bondholders shall obtain and maintamn during
the Term the policies of surance required by Section 2 03 of the Mortgage All policies of
insurance required pursuant to this Section shall conform to the requirements set forth in the
Mortgage The Borrower shall deliver to the Bondholder Representative a certificate(s) of
insurance within 30 days after its effective date

Scction 6 02 Casualty If the Project 1s damaged or destroyed m whole or 1n part by
fire or other casualty the Borrower shall give prompt Written Notice thereof to the Trustee the

Issuer and the Bondholder Representative

Section 6 03 Condemnation The Borrower shall promptly after obtaining knowledge
thereof, give the Issuer, the Trustee and the Bondholder Representative Written Notice of the
actual or threatened commencement of any Condemnation proceeding affecting the Project and
shall deliver to the Issuer the Trustee and the Bondholder Representative copies of any and all
papers served m connection with such Condemnation

ARTICLE VII

DEFAULTS

Section 701 Loan Agreement Defaults Each of the following events shall constitute
a ‘Loan Agreement Default’

33



(a) failure by the Borrower to make any Loan Payment or Additional Payment
within five days after the date such payment 1s due

(b) failure by the Borrower to prepay the Notes on the date such payment 1s
due as required by Section 2 11,

(c) failure by or on behalf of the Borrower to pay when due any amount (other
than as provided in subsections (a) or {b) above) required to be paid by the Borrower
under this Loan Agreement, the Notes, the Mortgage or any of the other Bond
Documents including a failure to repay any amounts that have been previously paid but
are recovered attached or enjoined pursuant to any insolvency receiwvership, liquidation
or simular proceedings, which default remamns uncured for a period of five days after
Written Notice thereof shall have been given to the Borrower

(d) a Transfer other than a transfer pernutted under the Mortgage occurs

(e) any representation or warranty made by the Borrower in any Bond
Document to which 1t 1s a party or in any report certificate, financial statement or other
instrument, agreement or document furnished by the Borrower in connection with any

Bond Document shall be false or misleading m any material respect as of the Closing
Date

§y the Borrower shall make a general assignment for the benefit of creditors,
ot shall generally not be paying its debts as they become due,

(&) an Act of Bankruptcy with respect to the Borrower,

(h) an event of default of the Borrower as defined or described 1n any other
Bond Document to which the Borrower 1s a party occurs and any applicable notice and or
cure period has expired or

(1 the Borrower shall continue to be in Default under any of the other terms
covenants or conditions of this Loan Agreement (other than paragraphs (a) through (h)
above) for 30 days after notice from the Trustee or the Bondholder Representative in the
case of such other Default, provided, however that if such other Default under this
paragraph (1) 1s susceptible of cure but cannot reasonably be cured within such 30 day
period, and the Borrower shall have commenced to cure such Default within such 30 day
penod and thereafter diligently and expeditiously proceeds to cure the same, such 30-day
period shall be extended for an additional period of time as 1s reasonably necessary for
the Borrower 1n the exercise of due diligence to cure such Default, such additional period
not to exceed 60 days

After a Responsible Officer of the Trustee obtains actual knowledge of the occurrence of a Loan
Agreement Default, the Trustee shall give Written Notice thereof to the Issuer, the Borrower and
the Bondholder Representative
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Section 7 02 Remedies

(a)  Acceleration Upon the occurrence of a Loan Agreement Default (other
than a Loan Agreement Default described in paragraph (f) o1 (g) of Section 7 01) and at
any ttime and from time to time thereafter, as long as such Loan Agreement Default
continues to exist in addition to any other rights or remedics available to the Trustee
pursuant to the Bond Documents or at law or m equity the Trustee shall at the Written
Direction of the Bondholder Representative, take such action, without notice or demand,
as the Bondholder Representative deems advisable to protect and enforce its rights
agamst the Borrower and 1n and to the Project, including declaring the Borrower Payment
Obligations to be immediately due and payable (including without limitation, the
principal of Prepayment Premium, 1f any, and terest on and all other amounts due on
the Notes to be immediately due and payable) without notice or demand, and apply such
payment of the Borrower Payment Obhgations to the redemption of the Bonds pursuant
to Section4 04 of the Indenture and upon any Loan Agreement Default described 1n
paragraph (f) or (g) of Section 7 01, the Borrower Payment Obligations shall become
mmmediately due and payable at the Bondholder Representative s election 1 the
Bondholder Representative s sole discretton (as the case may be) without notice or
demand and the Borrower hercby expressly waives any such notice or demand, anything
contamed 1n any Bond Document to the contrary notwithstanding Notwithstanding
anything heren to the contrary the Bondholder Representative shall control the
enforcement of the remedics hereunder and under the Indenture

(b)  Remedies Cumulative Upon the occurrence of a Loan Agreement
Default all or any one or more of the rights, powers, privileges and other remedies
available to the Trustee against the Borrower under the Bond Documents or at law or m
equity may be exercised by the Trustee, at the Written Direction of the Bondholder
Representative at any time and from time to time whether or not all or any of the
Borrower Payment Obligations shall be declared due and payable, and whether or not the
Trustee the Bondholder Representative shall have commenced any foreclosure
proceeding or other action for the enforcement of 1ts rights and remedies under any of the
Bond Documents  Any such actions taken by the Trustee or the Bondholder
Representative shall be cumulitive and concurrent and may be pursued independently
singly, successively, together or otherwise, at such tihme and m such order as the
Bondholder Representative may determine in 1its sole discretion, to the fullest extent
permitted by faw without imparing or otherwise affecting the other rights and remedies
of the Trustee or the Bondholder Representative permitted by law, equity or contract or
as set forth in the Bond Documents  Without limiting the generality of the foregoing, the
Borrower agrees that 1f a Loan Agrecement Default 1s contining, all Liens and other
nghts, remedies or privileges ptovided to the Trustee and Bondholder Representative
shall remain in full force and effect until they have exhausted all of their remedies, the
Mortgage has been foreclosed the Project has been sold and/or otherwise realized upon
satisfaction of the Borrower Payment Obligations or the Borrower Payment Obligations
has been paid in full To the extent permuited by applicable law nothing contained 1n any
Bond Document shall be construed as requiring the Trustee or the Bondholder
Representative to resort to any portion of the Project for the satisfaction of any of the
Borrower Payment Obligations n preference or priority to any other portion, and the
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Trustee or Bondholder Representative may seek satisfaction out of the entire Property or
any part thereof, 1n 1ts absolute discretion

(c) Delay No delay or omission to exercise any remedy right, power
accruing upon a Loan Agreement Default, or the granting of any indulgence or
compromuse by the Trustee or the Bondholder Representative shall impair any such
remedy, right or power hereunder or be construed as a waiver thereof but any such
remedy right or power may be exercised from time to time and as often as may be
deemed expedient A waiver of one Default or Loan Agreement Default shall not be
construed to be a warver of any subsequent Default or Loan Agreement Default or to
impair any remedy right or power consequent thereon Notwithstanding any other
provision of this Loan Agreement, the Trustee and the Bondholder Representative reserve
the nght to seek a deficiency judgment or preserve a deficiency claim 1 connection with
the foreclosure of the Mortgage to the extent necessary to foreclose on other part of the
Project the Rents the funds or any other collateral

(d) Bondholder Representative’s and Trustee’s Right to Perform the
Obligations  1f the Borrower shall fail, refuse or neglect to make any payment or
perform any act required of 1t by the Bond Documents, then while any Loan Agreement
Default exists and without notice to or demand upon the Borrower and without waiving
or releasing any other nght remedy or recourse the Trustee or the Bondholder
Representative may have because of such Loan Agreement Default, the Trustee or the
Bondholder Representative may (but shall not be obligated to) make such payment or
perform such act for the account of and at the expense of the Borrower and shall have the
right to enter upon the Project for such purpose and to take all such action thereon and
with respect to the Project as 1t may deem necessary or appropriate  If the Trustee or the
Bondholder Representative shall elect to pay any sum due with reference to the Project
the Trustee or the Bondholder Representative may do so in reliance on any bill, statement
or assessment procured from the appropniate governmental authority or other issuer
thereof without inquiring nto the accuracy or validhty thereof Similarly in making any
payments to protect the security intended to be created by the Bond Documents, the
Trustee or the Bondholder Representative shall not be bound to inquire into the vahidity
of any apparent or threatened adverse title, lien, encumbiance claim or charge before
making an advance for the purpose of preventing or removing the same All sums paid
by the Trustee or the Bondholder Representative pursuant to this Section 7 02, and all
other sums expended by the Trustee or the Bondholder Representative to which any of
them shall be entitled to be indemmfied, together with mterest thereon at the Default Rate
from the date of such payment or expenditure until paid shall constitute additions to all
amounts payable with respect to the Bonds, shall be secured by the Bond Documents and
shall be paid by the Borrower to the Trustee or the Bondholder Representative upon
demand

(e) Trustee’s Exercise of the Issuer’s Remedies  Whenever any Loan
Agreement Default shall have occurred and be continuing, the Trustee may at the Written
Direction of the Bondholder Representative but shall not be obligated to, exercise any or
all of the rights of the [ssuer under this Article, upon notice as required of the Issuer
unless the Issuer has already given the required notice In addition, the Trustee shall have
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availabie to 1t all of the remedies prescribed by the Indenture Notwithstanding anything
heremn to the contrary the Issuer may not exercise any remedies available to the Issuer
agaist the Borrower under the Bond Documents or at law or 1n equity 1 order to enforce
its Unassigned Issuer s Rights, other than the remedy of specific performance, without
the consent of the Bondholder Representative

(H Assumption of Obligations 1f the Trustee, the Bondholders or the
Bondholder Representative or their respective assignee or designee shall become the
legal or beneficial owner of the Project by foreclosure or deed mn lieu of foreclosure, such
party shall succeed to the rights and assume the obligations of the Borrower under this
Loan Agreement the Notes the Regulatory Agreement, and any other Bond Documents
to which the Borrower 1s a party Such assumption shall be effective from and after the
effective date of such acquisition and shall be made with the benefit of the limitations of
liability set forth therein and without any hability for the prior acts of the Borrower It 15
the intention of the parties hereto that upon the occurrence and continuance of a Loan
Agreement Default, rights and remedies may be pursued pursuant to the terms of the
Bond Documents The partics hereto acknowledge that, among the possible outcomes to
the pursuit of such remedics, 1s the situation where the Trustee the Bondholder, the
Bondholders or their respective assignees or designees becomes the owner of the Project
and assumes the obligations identified above, and the Notes the Bonds and the other
Bond Documents remain outstanding

(g) Right to Directly Enforce Notwithstanding any other provision hereof to
the contrary the Bondholder Representative, shall have the night to directly enforce all
rights and remedies hereunder with or without mvolvement of the Issuer or the Trustee,
provided that only the Issuer may enforce the Unassigned Issuer s Rights and the Trustee
may enforce 1ts Mortgagee Retaimned Rights (as defined 1in the Mortgage) If any of the
provisions set forth 1n this Section 7 02(g) are inconsistent with the covenants terms and
conditions of the Mortgage, the covenants terms and conditions of the Moitgage shall
prevail

ARTICLE VIII
SPLCIAL PROVISIONS

Section 8 01 Cooperation 1n Sale of Notes and Secondary Market Transaction At
the Bondholder Representative s Written Request (to the extent not already required to be
provided by the Borrower under this Loan Agreement), the Borrower shall use reasonable
efforts, at no cost or expense to Borrower, to satisfy the market standards to which the
Bondholder Representative customartly adheres or which may be reasonably required in the
marketplace or by the Bondholder Representative in connection with one or more sales or
assignments of all or a portion of the Bonds or participations therem or securitizations of single
or multi class securities secured by or evidencing ownership interests 1n all or a portion of the
Bonds (each such sale assignment and/or securitization, a Secondary Market Transaction )
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ARTICLE IX

MISCELLANEOUS

Section 9 01 Notices  All notices consents approvals and requests required or
permitted hereunder or under any other Bond Document (a “notice ) shall be given in the
manner and under the conditions set forth in the Indenture, addressed to the appropriate party at
the address set forth in Section 13 01 of the Indenture

Section 9 02 Brokers and Financial Advisors The Borrower hereby represents that 1t
has dealt with no financial advisors brokers, underwriters placement agents, agents or finders in
connection with the Loan, other than those disclosed to the Bondholder Representative and
whose fees shall be paid by the Borrower pursuant to a separate agreement The Borrower and
the Bondholder Representative shall indemnify and hold the other harmless from and aganst any
and all claims habihties costs and expenses of any kind in any way relating to or anising from a
claim by any Person that such Person acted on behalf of the indemnifying party in connection
with the transactions contemplated herein  The provisions of this Section 9 02 shall survive the
expiration and termunation of this Loan Agreement and the repayment of the Borrower Payment
Obhgations

Section 9 03 Survival This Loan Agreement and all covenants agreements
representations and warranties made herein and 1n the certificates delivered pursuant hereto shall
survive the making by the Issuer of the Loan and the execution and delivery to the Issuer of the
Notes and the assignment of the Notes by the Issuer to the Trustee and shall continue 1 full
force and effect so long as all or any of the Borrower Payment Obligations 1s unpaid All the
Borrower’s covenants and agreements m this Loan Agreement shall inure to the benefit of the
respective legal representatives successors and assigns of the Issuer the Bondholder
Representative or the Trustee on behalf of the Bondholders

Section 9 04 Goverming Law This Loan Agreement shall be governed by the laws of
the State

Section 9 05 Modification, Waiver mm Wnting  No modification amendment
extension discharge termination or waiver of any provision of this Loan Agreement or of any
other Bond Document, nor consent to any departure by the Borrower therefrom shall m any
event be effective unless the same shall be i a wnting signed by the party against whom
enforcement 1s sought and then such warver or consent shall be effective only n the specific
instance, and for the purpose, for which given Except as otherwise expressly provided herein,
no notice to or demand on the Borrower shall entitle the Borrower to any other or future notice or
demand 1n the same, similar or other circumstances

Section 9 06 Delay Not a Waiver Neither any failure nor any delay on the part of the
Trustee or the Bondholder Represcntative mn insisting upon strict performance of any term,
condition covenant or agreement, or exercising any right, power remedy or privilege hereunder,
or under any other Bond Document shall operate as or constitute a waiver thereof, nor shall a
single or partial exercise thereof preclude any other future exercise, or the exercise of any other
right power, remedy or privilege In particular and not by way of lumitation by accepting

38




payment after the due date of any amount payable under any Bond Document, the Trustee and
the Bondholder Representative shall not be deemed to have waived any night erther to require
prompt payment when due of all other amounts due under the Bond Documents, or to declare a
Loan Agreement Default for farlure to effect prompt payment of any such other amount

Sectton 9 07 T'rial by Jury The Borrower hereby agrees not to elect a trial by jury of
any 1ssue tnable of right by juty and waives any right to trial by jury fully to the extent that any
such right shall now ot hcieafter exist with regard to the Bond Documents, or any claim
counterclaim or other action arising in connection therewith  This waiver of right to trial by jury
1s given knowingly and voluntanly by the Borrower, and 1s mtended to encompass individually
each instance and each 1ssue as to which the right to a trial by jury would othetwise accrue The
Trustee and the Bondholder Representative 1s cach hercby authonzed to file a copy of this
paragraph 1 any proceeding as conclusive evidence of this waiver by the Borrower This
Section 1n no way affects the right of the Issuer to elect a trial by jury

Section 9 08 Headings The Section headings 1n this Loan Agreement are included
herein for convenience of reference only and shall not constitute a part of this Loan Agreement
for any other purpose

Section 9 09 Severability Wherever possible, each provision of this Loan Agreement
shall be interpreted in such manner as to be effective and valid under applicable law but 1f any
provision of this Loan Agreement shall be prolibited by or mvalid under applicable faw such
provision shall be ineffective to the extent of such prohibition or invahdity, without invalidating
the remainder of such provision or the remaining provisions of this Loan Agreement

Section 9 10 Preferences The Trustce shall have the continuing and exclusive right to
apply or reverse and reapply in accordance with the Bond Documents any and all payments by
the Borrower to any portion of the Borrower Payment Obligations To the extent the Borrower
makes a payment to the Trustee or the Trustee receives proceeds of any collateral which 15 1n
whole or part subsequently invalidated, declared to be fraudulent or preferential set aside or
required to be repaid to a trustee, receiver or any other party under any bankruptcy law state or
federal law common law or equitable cause then to the extent of such payment or proceeds
received the Borrower Payment Obligations or part thercof mtended to be satisfied shall be
revived and continue n full force and effect, as 1f such payment or proceeds had not been
recetved by the Trustee

L3

Section 9 11 Waiver of Notice The Borrower shall be entitled to any notices from the
Issuer, the Bondholder Representative or the Trustee with respect to matters for which this Loan
Agreement or any other Bond Document specifically and expressly provides for the giving of
notice by the Issuer the Bondholder Representative or the Trustee, as the case may be, to the
Borrower and except with respect to maiters for which the Borrower 1s not, pursuant to
applicable Legal Requirements permitted to waive the giving of notice The Borrower hereby
expressly waives the right to receive any notice from the Issuer, the Bondholder Representative
or the Trustee as the case may be with respect to any matier for which no Bond Document
specifically and cxpressly provides for the giving of notice by the Issuer, the Bondholder
Representative or the Trustee to the Borrower and which are reasonably related to the Bond
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Documents and the actions contemplated thereby would have a matenal adverse effect on the
Borrower

Section 9 12 Pubhaty The Bondholder Representative shall have the right to 1ssue
press releases, advertisements and other promotional matenals describing the Bondholder
Representative s participation in the purchasing of the Bonds or the Bond s inclusion in any
Secondary Market Transaction effectuated by the Bondholder Representative or one of its
Affiliates

Section 913 No Usury The Borrower, the Issuer and the Trustee intend at all times o
comply with apphcable state law or applicable Umited States federal law (to the extent that 1t
permuts a party to contract for charge, take, reserve or receive a greater amount of interest than
under state law) and that this Section 9 15 shall control every other agreement in the Bond
Documents If the applicable law (state or federal) 15 ever judicially interpreted so as to render
usurious any amount called for under the Notes or any other Bond Document, or contracted for
charged taken reserved or received with respect to the Borrower Payment Obligations, or if the
Trustee s acceleration of the maturity of the Loan or any prepayment by the Borrower or any
premium or Late Charge results i the Borrower having paid any mterest in excess of that
permitted by applicable law then 1t 1s the parties’ express intent that all excess amounts
theretofore collected by the Trustee shall be credited against the unpaid Principal and all other
elements of the Borrower Payment Obligations (or if the Borrower Payment Obligations has
been or would thereby be paid in full refunded to the Borrower), and the provisions of the Bond
Documents immediately be deemed reformed and the amounts thereafter collectible thereunder
reduced without the necessity of the execution of any new document so as to comply with the
applicable law but so as to permut the recovery of the fullest amount otherwise called for
thereunder All sums pawd or agreed to be paid to the Trustee for the use, forbearance or
detention of the Loan shall to the extent permitted by applicable law, be amortized prorated,
allocated and spread throughout the full stated term of the Loan until payment in full so that the
rate or amount of interest on account of the Loan does not exceed the maximum lawful rate from
time to time n effect and applicable to the Loan for so long as the Loan 1s outstanding
Notwithstanding anything to the contrary contained n any Bond Document 1t 1s not the intention
of the Trustee to accelerate the maturity of any nterest that has not accrued at the time of such
acceleration or to collect unearned interest at the time of such acceleration

Section 9 14 Construction of Documents The parties hercto acknowledge that they
were represented by counsel in connection with the negotiation and drafting of the Bond
Documents and that the Bond Documents shall not be subject to the prmciple of construing their
meaning against the party that drafted them

Section 9 15 No Third Party Beneficiaries The Bond Documents are solely for the
benefit of Bondholders the Issuer, the Trustee the Bondholder Representative and the Borrower
and nothing contained in any Bond Document shall be deemed to confer upon anyone other than
the Bondholders the Issuer, the Trustee the Bondholder Representative and the Borrower any
right to nsist upon or to enforce the performance or observance of any of the obligations
contained therein
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Section 9 16 Assignment The Bonds, the Mortgage, the Bond Documents and all
Bondholder s rights, title, obligations and interests therein may be assigned by the Bondholder
Representative at any time 1n its sole discretion whether by operation of law (pursuant to a
merger or other successor 1n interest) or otherwise and Borrower shall be provided written notice
of same on or before the effective date of the assignment Upon such assignment all references
to Bondholder in this Loan Agreement and 1n any Bond Document shall be deemed to refer to
such assignee or successor n intercst and such assignee or successor 1n interest shall thereafter
stand n the place of the Bondholder Representative or subsequent Bondholders  The Borrower
may not assign 1ts rights, interests or obligations under this Loan Agreement or under any of the
Bond Documents except only as may be expressly permitted hereby or by the other Bond
Documents

Section 917 COMPLETE AND CONTROLLING AGREEMENT THIS
AGREEMENT AND THE OTHER BOND DOCUMENTS TO WHICH THEY ARE
PARTIES COMPLETELY SETS FORTH THE AGREEMENT BETWEEN THE ISSUER
AND I'HE BORROWER AS 10 [HE MATTERS COVERED BY THIS AGREEMENT
AND FULLY SUPERSEDES ALL PRIOR AGREEMENTS, BOTH WRITTEN AND
ORAL, BETWEEN THE ISSUER AND 'HE BORROWER RELATING 10 ALL SUCH
MATTERS THE TERMS AND PROVISIONS OF THIS AGRLEMENT MAY BE
AMENDED OR SUPESEDED ONLY BY A WRITTEN INSTRUMENT (SUBJECT TO
IHE PROVISIONS OF ARIICLE XI OF THE INDENTURE) AND NO ORAL
AGREEMENTS, PRACTICES, STANDARDS OR  OTHER EXTRINSIC
COMMUNICATIONS OR FACTS SHALL HAVE ANY BEARING ON THE
INTERPRETATION OR ENFORCEMENT OF THIS AGREEMENT EXCEPT AS
OTHERWISE EXPRESSLY AGREED TO IN WRITING BY THE ISSUER AND THE
BORROWER

Section 9 18 Consents Wherever in this Loan Agreement 1t 1s provided that the Issuer
or the Trustee shall, may or must give 1its approval or consent, or execute supplemental
agreements or schedules, the Issuer or the Trustee may not unreasonably or arbitranilly withhold
delay or refuse, unreasonably condition such approvals or consents

Section 9 19 Issuer, Trustee and Bondholder Representative Not in Contrgl, No
Partnership None of the covenants or other provisions contained 1n this Loan Agreement shall,
or shall be deemed to give the Issuer, the Trustee or the Bondholder Representative the right or
power to exercise control over the affairs or management of the Borrower the power of the
Issuer, the Trustee and the Bondholder Representative being limited to the rights to exercise the
remedies referred to n the Bond Documents The relationship between the Borrower and the
Issuer the Trustee the Bondholder Representative and the Bondholders 1s and at all imes shall
remain solely that of debtor and creditor No covenant or provision of the Bond Documents 1s
intended, nor shall it be deemed or construed 1o create a partnership joint venture, agency or
common mterest mn profits or income between the Borrower and the Issuer, the Trustee the
Bondholder Representative or any Bondholder or to create an equity interest in the Project in the
Issuer, the Trustee the Bondholder Representative or any Bondholder Neither the Issuer, the
Trustee the Bondholder Representative nor any Bondholder undertakes or assumes any
responsibility or duty to the Borrower or to any other person with respect to the Project or the
Loan, except as expressly provided in the Bond Documents and notwithstanding any other
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provision of the Bond Documents (1) the Issuer, the Trustee the Bondholder Representative
and the Bondholders are not and shall not be construed as, a partner, joint venturer, alter ego

manager controlling person or other business associate or participant of any kind of the
Borrower or 1ts stockholders, members or partners and the Issuer, the Trustee the Bondholder
Representative and the Bondholders do not intend to ever assume such status, (2) the Issuer, the
Trustee the Bondholder Representative and the Bondholders shall in no event be hable for any
the Borrower Payment Obligations, expenses or losses incurred or sustamed by the Borrower,
and (3) the Issuer the Trustee, the Bondholder Representative and the Bondholders shall not be
deemed responsible for or a participant in any acts omissions or decisions of the Borrower or 1its
stockholders, members or partners The Issuer, the Trustee the Bondholder Representative, the
Bondholders and the Borrower disclaim any intention to create any partnership, joint venture

agency or common interest in profits or income between the Issuer the Trustee, the Bondholder
Representative the Bondholders and the Borrower or to create an equity nterest in the Project
in the Issuer the Trustee, the Bondholder Representative or the Bondholders or any sharing of
habilities losses, costs or expenses

Section 9 20 Time of the Essence Tine 1s of the essence with respect to this Loan
Agreement

Section 9 21 References to Bondholder Representative The provisions of
Section 13 05 of the Indenture pert uning to the Bondholder Representative are mcorporated by
reference herein

Section 9 22 Release The Borrower hereby acknowledges that it 1s executing this
Loan Agreement and each of the Bond Documents to which 1t 1s a party as 1ts own voluntary act
free from duress and undue influence

Section 9 23 Assignments to Trustee [t 15 understood and agreed that all nght, title
and interest of the Issuer n and to this Loan Agreement (other than the Unassigned Issuer s
Rights) are to be pledged and assigned by the Issuer to the Trustee n trust as security for the
Bonds under and pursuant to the Indenture The Borrower consents to such pledge and
assignment The Issuer directs the Borrower, and the Borrower agrees, to pay or cause to be paid
to the Trustee at 1ts corporate trust office set forth in Section 13 01 of the Indenture, all payments
so assigned pursuant to this Section

Section 9 24 Ferm of Loan Agreement This Loan Agreement shall be n full force
and effect until no Bonds are Outstanding under the Indenture and all Bond Obligations and
other payment obligations of the Borrower hereunder have been paid in full or the payment
thereof has been provided for, except that on and after payment in full of the Notes this Loan
Agreement shall be terminated without further action by the parties hereto provided, however
that the obligations of the Borrower under Sections 3 01(hh) 3 0I(1l) 3 Oi(mm), 4 10 413,
4 14,4 17 and 9 27 shall survive the termimation of this Loan Agreement

Section 9 25 Reimbursement of Expenses If, upon or after the occurrence of any
Loan Agreement Default or Default, the Issuer the Trustee or the Bondholder Representative
shall employ attorneys or incur other expenses for the enforcement of performance or observance
of any obhigation or agreement on the part of the Borrower contained herein, the Borrower will
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on demand therefor 1eimburse the Issuer, the Trustee and the Bondholder Representative for
reasonable fees of such attorneys and such other reasonable cxpenses so incurred  The
Borrower s obligation to pay the amounts required to be paid hereunder and under Section 2 06
hereof shall be subordinate to 1ts obligations to make payments under the Notes

Section 9 26 Execution in Several Counterparts Tlus Loan Agieement may bc
contemporaneously executed in scveral counterparts, all of which shall constitute one and the
same strument and each of which shall be, and shall be deemed to be an onginal

ARIICLE X

LIMITATIONS ON LIABILITY

Section 10 01 Limitations on Liabthty  Notwithstanding anything to the contrary
heremn the liability of the Borrower hereunder and under the other Bond Documents and the
Loan Documents shall be linnted to the extent set forth in Section 9 of the Notes, which 1s
incorporated by reference herein and made a part hereof and except as otherwise provided 1n
Section 9 of the Notes, the Borrower shall not have any personal hability for the amounts
payable under the Bond Documents or the Loan Documents provided that such limitation shall
not apply to the Borrower in connection with the Borrower s fatlure to make any payment with
respect to (1) any Rebate Amount or {11) the imndemnification provisions of Section 4 14 None of
the above lmmtations on the personal liabihty of the Borrower shall modify dimmish or
discharge the personal hability of any guarantor Nothing herein or in the Notes shall be deemed
to be a waiver of any right which the Issuer the Tiustee the Bondholder Representative or the
Bondholders 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 Issuer, the Trustee, the Bondholder Representative or the
Bondholders under the Bond Documents or to require that all collateral shall continue to secure
the amounts due under the Bond Documents

Sectron 10 02 Lintation on Liabihity of Bondholder Representative’s Officers,
Employecs, Ltc  Any obligation or hability whatsoever of the Bondholder Representative that
may arise at any time under this Loan Agreement or any other Loan Document shall be satisfied,
if at all, out of the Bondholder Representative’s assets only No such obhigation or hability shall
be personally binding upon nor shall resort for the enforcement thereof be had to the Project or
any of the Bondholder Represcentative s managers shareholders directors, officers, employees or
agents, regardless of whether such obligation or hability 1s in the nature of contract, tort or
otherwise

Section 10 03 Limitation on Liability of the Issuer The Bond Obligations are
payable solely and only from the special funds pledged for the benefit of the Bondholders
pursuant to the Indenture The Bonds and the interest thercon and premium, 1f any, do not
represent or constitute an indebtedness of the Issuer, the State or any other political subdivision
of the State within the meaning of the provisions of the constitution or statutes of the State or a
pledge of the faith and credit of the Issuer the State or any other political subdivision of the
State The Bonds are a limited obligation of the Issuer payable solely and only out of payments
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by the Borrower pursuant to this Loan Agreement and the Notes The Bonds are not a lien or
charge upon the funds or Property of the Issuer, except to the extent of the aforementioned No
recourse shall be had for the payment of the Bond Obligations against any elected or appointed
director, member, officer official, employee or agent of the Issuer or any person executing the
Bonds

Section 10 04 Delivery of Reports, Etc  The delivery of reports, information and
documents to the Issuer as provided herein 1s for informational purposes only and the Issuer s
receipt of such shall not constitute constructive knowledge of any imnformation contained therein
or determmable from mformation contained therein  The Issuer shall have no duties or
responsibilities except those that are specifically set forth heremn, and no other duties or
obligations shall be imphed in this Loan Agreement against the Issuer

[Remainder of page mtentionally left blank]
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@ IN WITNESS WHEREOF, the Issuer and the Borrower have caused this Loan
Agreement to be duly executed as of the date first wnitten above

AUSTIN HOUSING FINANCE
CORPORATION

By
Name
Tutle

SAN ANTONIO ALTERNATIVE HOUSING
CORPORATION NO 15

By
Name
Title
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REGULATORY AND LAND USE RESTRICTION AGREEMENT

THIS REGULATORY AND LAND USE RESTRICTION AGREEMENT (this
"Agreement” or this "Regulatory Agreement”) dated as of May 1, 2007 1s among the AUSTIN
HOUSING FINANCE CORPORATION, a housing finance corporation duly orgamzed and
validly existing under the laws of the State of Texas (together wath 1ts successors and assigns, the
"Issuer"), AMERICAN NATIONAL BANK, a national banking association organized and existing
under the laws of the United States of America, as trustec (together with any successor or trustee under
the Indenture (as defined below), and therr respective successors and assigns, the "Trustee™) under the
heremafter-defined Indenture, and SAN ANTONIO ALTERNATIVE HOUSING CORPORATION NO
15, a Texas non-profit corporation (together with its permitted successors and assigns, the "Owner™),

WITNESSETH

WHEREAS, pursuant to the Act (as heremnafter defined), the Issuer 1s authorized to 1ssue one or
morce serles of 1ts revenue bonds and to loan the proceeds thercof to finance the acquisition, construction
and equipping of residential rental housing for persons of low and moderate imcome, and

WHEREAS, the Owner has requested the assistance of the Issuer in financing a multfamily
residentral rental housmg project located on the real property described i Exhibit A hereto (the "Project
Site") and described in Exhibit B hereto (the "Project Facilities" and, together with the Project Site, the
"Project™), and, as a condition to such financial assistance, the Owner has agreed to enter into this
Repgulatory Agreement, setting forth certain restrictions with respect to the Project, and

WHEREAS, the Issuer has determined to assist in the financing of the Project by 1ssuing Austin
Housing Finance Corporation Multifamily Housing Revenue Bonds (Meadowood Apartments Project)
Series 2007A 1n the aggregate principal amount of $9,375,000 (the "Bonds"), and making a mortgage
loan to the Owner of such principal amount, upon the terms and conditions set forth in the Loan
Agreement (as hercinafter defined),

WHEREAS, n order for interest on the Bonds to be cxcluded from gross mmcome for federal
income tax purposcs under the Internal Revenue Code of 1986, as amended (the "Code"), and the mcome
tax regulations (including temporary, proposed and final regulations) and rulings with respect to the Code,
and 1n order to comply with the requirements of the Act, relating to the Bonds, the usc and operation of
the Project must be restricted m certan respects, and

WHEREAS, the Issuer, the Trustee and the Owner have determined to enter mto this Regulatory
Agreement n order to set forth certam terms and conditions relating to the acquisition, construction,
equipping and operation of the Project and in order to cnsure that the Project will be acquired,
constructed, equipped, used and operated m accordance with the Code and the Act

NOW, THEREFORE, in consideration of the premises and the mutual representations, covenants
and undertakings sct forth hercin, and other good and valuable constderation, the receipt and sufficiency
of which are hereby acknowledged, the Issuer, the Trustec and the Owner hereby agree as follows

Section 1 Defimtions_and Interpretation  In addition to terms defined above, capitalized
terms shall have the respective meanings assigned to them m this Section [ or the Indenture unless the
context in which they are used clearly requires otherwise




"Act" means the Texas Housing Fmance Corporations Act, Chapter 394, Texas Local
Government Code, as amended

"Affihated Party" means a partner of the Owner, a person whose relationship wiath the Owner
would result in a disallowance of losses under section 267 or 707(b) of the Code or a person who,
together with the Owner, 15 a member of the same controlled group of corporations (as defined 1n section
1563(a) of the Code, cxcept that "more than 50 percent” shall be substituted for "at least 80 percent” cach
place 1t appears therein)

"Affordable Rents" means rent paid by a tenant of a residential umt i a multi-famly 1esidential
development such that the gross monthly rent of the residential unit, aftier deduction of the monthly value
of any in-kind scrvices (including, without himitation, utthties) provided to a tenant, does not exceed 30%
of the gross family monthly income of the tenant occupying such residential unit  This determination
shall be madec 1n accordance with procedutes established by the Issuer and (a) at the time of mmhal
occupancy of the residential unit and (b) at the time of each increase of the gross monthly rent with
respect to such residennial unit

"Agreement" or "Regulatory Agreement” means this Regulatory and Land Use Restriction
Agrcement, as 1t may be amended from time to time

"Anticipated Annual Income” means the anticipated annual income of a person (together wath the
anticipated annual mcome of all persons who mtend to reside with such person 1 ong Umit), as
determined 1n accordance with Section 1 167(k)-3(b)(3) of the Regulations (prior to its withdrawal by
TD 8473, April 27, 1993) or with such other Regulations as may be imposced pursuant to section 142(d)
of the Code

"Comphance Momtoring Report" means the certified residential rental housing program
compliance report to be filed by the Owner with the Issuer and the Tiustee pursuant to Scetion 4(b)(1v)
hereof and the Loan Agrecement with respect to the Project, i substanuaily the form attached hereto as
Exhibit D, or 1n such other form as the Issuer may reasonably prescribe

"Computation Date" means each Installment Computation Date and the Final Computation Date

"Eligible Tenants” means persons of low and moderate imcome whose adyusted gross income,
together with the adjusted gross mcome of all persons who mtend to reside with those persons in one
dwelling unit, did not for the preceding tax year cxceed the maximum amount constituting modcrate
imcome under the Issuer’s rules, resolutions relating to the 1ssuance of bonds, or financing documents
relating to the 1ssuance of bonds, which as of the date hereof, 1s 80% of median family mmcome

"Favorable Opmion of Bond Counscl” means an opmion of Bond Counsel, addressed to the
Issuer and the Trustee, to the effect that the action to be taken will not adversely affect the excludability
of wterest on the Bonds from gross income for federal tax purposes

"Final Computation Date" means the date the last Bond 1s discharged

"Gross Proceeds” means any Procecds and any Replacement Procecds of the Bonds

"Indenturc” means the Trust Indenture of even date herewith by and between the Issucr and the
Trustee, relating to the issuance of the Bonds, and any indenture supplemental thereto



"Inducement Date”" means November 29, 2001

"Installment Computation Date" mcans the last day of each Rebate Year commencing December
31, 2007, and the date on which the final payment in full of all Qutstanding Bonds 1s made

*Investment"” has the meaning set forth m section 1 148-1(b) of the Regulations

"Investment Proceeds” means any amounts actually or constructively received from investing
Proceeds

"Issue Price” means "issue price” as defined 1n sectrons 1273 and 1274 of the Code, unless
otherwise provided in Sections 1 148-0 through 1 148-11 of the Regulations and, generally, 1s the
aggregate 1mibial offering price to the public (excluding bond houscs, brokers and other intermedianes
acting nt the capacity of wholesalers or underwriters) at which a substantial amount of each matunty of
Bonds 1s sold

"Loan” mcans the loan to be made to the Owner pursuant to the Promissory Note, the Mortgage
and the Loan Agreement

"Loan Agreement” means the Loan Agicement of even date herewith among the Issuer and the
Owner, as 1t may bc amended, modified, supplemented or restated from time to time to the extent

permmtted by the Indenture

"Low-Income Tenants" means persons whose aggregate Anticipated Annual Income docs not
exceed 50% of the Median Gross Income for the Area  For purposes of this defirutton, the occupants of a
Unit shall not be decmed to be Low-Income Tenants if all the occupants of such Unit at any time are
"students", as defined 1n section 151(c)(4) of the Code, no one of whom 1s entitled to file a joint return
under section 6013 of the Code

"Low-Income Unit" means a Umt which 1s included as a Unit satisfying the requirements of the
Set Aside

"Mcdian Gross Income for the Arca" means, with respect to the Project, the median income for
the households 1n the arca which includes the standard metropolitan statistical area 1n which the Project 1s
located, as determined from time to time by the Sccretary of Housing and Urban Development, under
Section 8 of the United States Housing Act of 1937, as amended (or if such program 1s terminated,
median mcome determined under the program n cffect immediately before such termimation), in each
case as adjusted for family size

"Net Procceds” means any Net Sale Proceeds, Investment Procceds and Transferred Proceeds of
the Bonds

"Net Sale Proceeds” means the Sale Proceeds of the Bonds less any such proceeds deposited mto
a Reasonably Required Reserve or Replacement Fund under section 148(d) of the Code

"Nonpurpose Investments" means any "investment property,” within the meaning of scction
148(b) of the Code, acquired with the Gross Procceds of the Bonds




"Owner Representative" means any Person who at the time and from time to time may be
designated as such, by written certificate furmshed to the Issucr and the Trustee containing the specimen
signature of such Person and signed on behalf of the Owner by the General Partner, which certificate may
designate an alternate or alternates

"Person" means any individual, entity, corporation, partnership, joint venture, association, joint-
stock company, trust, unincorporated organization or government or any agency or political subdivision
thercof

"Proceeds" means any Salc Procceds, Investment Proceeds and Transterred Procceds of the
Bonds

"Project” means the Project Facilities and the Project Site

"Project Costs” means, to the extent authorized by the Act, any and all costs incurred by the
Owner with respect to the acquisition, constructron, rchabilitation and equipping, as the case may be, of
the Project, whether paid or incurred prior to or after the date of this Regulatory Agreement, including,
without hmitation, costs for site preparation, the planning of housing and improvements, the removal or
demolition of existing structures, and all other work 1in connection therewith, and all costs of financing,
mcluding, without Iimitation, the cost of consuitant, accounting and legal scrvices, other cxpenses
necessary or mcident to determining the feasibility of the Project, contractor’s and Owner's overhead and
supervisor's fees and costs directly allocable to the Project, adiministrative and other expenses nccessary
or incident to the Project and the financing thereof

"Project Facilitics" means the multifamily housing sct forth in Exhibit B hereto

"Project Site" means the parcel or parcels of real property described in Extubtt A, which 1s
attached hereto and by this reference incorporated herein, and all nghts and appurtenances appertaining
thercunto

"Prommssory Note" means the Multufamily Note excecuted by the Borrower m favor of the Issuer
and assigned to the Trustee, evidencing the Loan

"Quaiified Project Costs” means the Projecet Costs incurred no earlier than 60 days prior to the
Inducement Date (or which are qualifying preliminary expenditures) and no earlicr than three ycars prior
to the date reimbursed with Proceeds, but in no event shall such costs have been incurred wath respect to a
portion of the Project that 1s placed 1n service, within the meaning of Section | 150-2 of the Regulations,
earher than 18 months prior to the date the related costs are reimbursed with Proceeds, provided that such
costs arc chargeable to a capital account with respect to the Project for Federal income tax and financial
accounting purposes, or would be so chargeable either with a proper election by the Owner or but for the
proper clection by the Owner to deduct thosc amounts, provided, however, that, if any portion of the
Project 13 being constructed by the Owner or an Affiliated Party (whether as a general contractor or a
subcontractor), "Qualificd Project Costs" shall include only (a) the actual cut-of-pocket costs mcurred by
the Owner or such Affihated Party in constructing the Project (or any portron thereof), (b) any rcasonable
fees for supervisory services actually rendered by the Owner or such Affihated Party (but excluding any
profit component) and (¢} any overhead expenses incurred by the Owner or such Affiliated Party which
arc dircctly attributable to the work performed on the Project and shall not include, for example,
intercompany profits resulting from members of an affiliated group (within the meaning of section 1504
of the Codc) participating n the construction of the Project or payments received by such Affiliated Party



due to carly completion of the Project (or any portion thercof) Qualified Project Costs do not include
Costs of Issuance

"Qualified Project Period” means, with respect to the Project, the period beginning on the closing
datc and ending on the later of (1) the date which 1s 20 years after the closing date, or (u) the first date on
which no tax-exempt bond 1ssucd with respeet to the Project 1s outstanding

"Reasonably Required Reserve or Replacement Fund" means any fund described in section
148(d) of the Code, provided that the amount thereof allocable to the Bonds mvested at a Yield matenally
higher than the Yield on the Bonds does not exceed 10% of the proceeds of the Bonds, within the
meaning of scction 148(d) of the Code, and does not cxceed the size hmatations in Section 1 148-
2(D)(2)(11} of the Regulations

"Rebate Amount” has the mcanmg ascribed in Scction 1 148-3(b) of the Regulations and
generally means the excess as of any date of the future value of all receipts on Nonpurpose Investments
over the future value of all payments on Nonpurpose Investments all as determined in accordance with
section 1 148-3 of the Regulations  In the case of any Spending Exception Issuc, the "Rebate Amount™ as
of any Computation Datc shall be limited to the "Rebatc Amount" attributable to any Rcasonably
Required Reserve or Replacement Fund

"Regulations” means the applicable proposed, temporary or final Income Tax Regulations
promulgated under the Codc or, to the extent applicable to the Code, under the Internal Revenue Code of
1954, as such regulations may be amended or supplemented from time to time

"Replacement Procceds"” has the meaning set forth in Section 1 148-1(c) of the Regulations

"Sale Proceeds” means any amounts actually or constructively received from the sale (or other
chsposition) of any Bond, mcluding amounts used to pay underwriters' discount or compensation and
accrued mterest other than pre-1ssuance accrued interest  Sale Proceeds also include amounts derived
from the sale of a nght that 15 associated with any Bond and that 1s described in Section | 148-4 of the
Regulations

"Set Aside" has the meaning assigned to such term in Scction 2(1) hercof

"Spending Exception Issue" means any 1ssue of Bonds that meets either the six month exeeption
or the 18-month exception sct forth m section 1 148-7 of the Regulations

"Stated Matunty,"” when used with respect to the Promissory Note or the Bonds or any installment
of interest thereon, means any date specificd in the Promissory Note or the Bonds as a fixed date on
which the principal of the Loan or the Bonds or a portion thereof or such nstallment of interest 1s due and
payablc

"Tax Letter of Representation” means the Owner's Tax Letter of Representation dated the Closing
Date, executed by the Owner and addressed to the Issuer and Bond Counsel

"Tenant Income Certification" means a certification as to income and other matters exccuted by
the household members of each tenant 1 the Project, in substantially the form of Exhibit C attached
hereto, or 1n such other form as reasonably may be required by the Issuer all in satisfaction of the
requirements of Regulations Section 1 167(k)-3(b)(3) (prior to its withdrawal by TD 8473, April 27,




1993) and other regulations of the Issuer and as described i Scction 4(b)(11), mcluding the Tenant Income
Certification Form as set forth in Exhibit C

"Transferred Proceeds” means, with respect to any portion of the Bonds that 15 a refunding 1ssuc,
procceds that have ceased to be proceeds of a refunded 1ssuc and are transferred proceeds of the refunding
1ssuc by reason of Section 1 148-9 of the Regulations

"Unit" means a residential accommodation contaimning scpaiate and complete facilitics for living,
sleeping, cating, cooking and sanitation located within the Project

"Yield" means yicld as determined 10 accordance with section 148(h) of the Code, and generally,
15 the yield which when used 1in computing the present worth of all payments of principal and interest to
be paid on an obligation produces an amount equal to the Issue Price of such obligation

Unless the context clearly requires otherwise, as used in this Regulatory Agreement, words of the
masculine, femimne or ncuter gender shall be construed to include cach other gender, and words of the
singular number shall be construed to include the plural number, and vice versa This Regulatory
Agreement and all the terms and provisions hereof shall be construced to effectuate the purposes set forth
herein and to sustain the validity hereof

The defined terms used n the preamble and tecitals of this Regulatory Agrecment have been
mcluded for convenicnce of reference only, and the meaning, construction and interpretation of all
defined terms shall be determined by refercnce to this Section 1, notwithstanding any contrary definition
i the preamble or recitals hercof The titles and headings of the sections of this Regulatory Agreement
have been mscrted for convenience of reference only and arc not to be considered a part hercof and shall
not m any way modily or restrict any of the terms or provisions hereol or be considered or given any
cffect in construing this Regulatory Agrecment or any provisions hercof or m ascertaining mtent, 1f any
question of intent shall arise

Scction 1A Acqusition, Construction and Equipping of the Project The Owner hercby
represents, as of the date hereof, covenants and agrees as follows

@ The Owner has incurred, or will incur within six months after the Closimg Datc, a
substantial binding obligation to commence the development of the Project, pursuant to which the
Owner is or will be obhigated to expend at lcast 5 percent of the Sale Proceeds of the Bonds

(b) The Owner's reasonable expectations respecting the total cost of the acquisition,
construction and cquipping of the Project are accurately sct forth n the Tax Letter of
Representation

(c) The Owner has commenced or will commence the acquisition, construction and
cquipping of the Project and will proceed with due diligence to complcte the same

(d) The Owner rcasonably expcects to cxpend not less than 85 percent of the Sale
Proceeds of the Bonds for Project Costs prior to the date that s three years after the Closing Date

(e) The statements made i the various cettificates delivered by the Owner to the
Issuer, Bond Counsel and/or the Trustee are true and correct in all matenal respects



3] The Owner will submat, or cause to be submutted, to the Trustee, on or before the
date of each disbursement of Procceds of the Bonds from the Construction Fund, 1f any, beld by
the Trustee under the Indenture, a requisition 1n substantially the form required by the Loan
Agreement, duly executed by an Owner Representative and certifying that the full amount of such
disbursement will be applied to pay or to reimburse the Owner for the payment of Project Costs
and that, after taking into account the proposed disbursement, the aggregate disbursements from
the Loan Account of the Project Fund will have been applied to pay or to reimburse the Owner
for the payment of Qualified Project Costs in an amount equal to 95 percent or more of the
aggregate disbursements from such fund

{g) [Reserved]

(h) The Owner (and any Affiliated Party) will not takc or omit to take, as 1s
applicable, any action if such action or omission would 1n any way cause the Proceceds of the
Bonds to be applicd in a manner contrary to the requirements of the Indenture, the Loan
Agreement or this Regulatory Agreement The Owner acknowledges that such requirements have
been designed for the purpose of ensuring comphance with the provisions of the Act or the Code
applicable to thc Owner and the Project

Section 2 Tax-Exempt Status of the Bonds The Owner shall not take any action or omit to
take any action which, if taken or omitted, respectively, would adversely affect the excludability of
interest on the Bonds from the gross income of the holders of the Bonds, as defined in section 61 of the
Code, for Fedcral mncome tax purposes With the intent not to limit the generality of the forcgoing, the
Owner covenants and agrees that prior to the final matunity of the Bonds, unless 1t has received and filed
with the [ssuer and Trustee a Favorable Opiruion of Bond Counsel to the effect that fatlure to comply with
any such covenant or agreement, 1n whole or m part, will not adversely affect the exclusion from gross
income for Federal income tax purposes of mtercst paid or payable on the Bonds

(a) The Owner's use of the Net Procceds of the Bonds shall at all times satisfy the
following rcequirements

(1) At least 95 percent of the Net Proceeds of the Bonds shall be used to pay
Qualified Project Costs that are costs of a "qualified residential rental project” (within the
meaning of sections 142{a)(7), 142(d) and 145(d) of the Code and section 1 103-8(b)(4)
of the Regulations) and property that 1s "functionally rclated and subordinate” thercto
(within the meaning of Sections 1 103-8(a)(3) and 1 103-8(b)(4)(i11) of the Regulations),
all of which costs shall be properly chargeable to the Project's capital account or would
be so chargeable either with a proper election by the Owner or but for a proper clection
by the Owner to deduct such amounts

(1) Reserved
()  Reserved

(1v) The Owner covenants and agrees that the Costs of Issuance financed
with the proceeds of the Bonds shall not exceed 2 percent of the Sale Proceeds

(v) The Owner shall not use or permit the use of any Nct Proceeds of the
Bonds or any income from the investment thereof to provide any awrplane, skybox, or
other private luxury box, any facility primarily used for gambling, or any store the




principal busmess of which 15 the sale of alcoholic beverages for consumption off
premiscs

(b) The Owner shall not take any action or onut to take any action with respect to the
Gross Procceds of the Bonds which, 1f taken or omutted, respectively, would cause any Bond to
be classified as an "arbitrage bond" within the meanming of section 148 of the Code

(c) Except as provided n the Indenture and the Loan Documents, the Owner shall
not pledge or otherwise cncumber, or permit the pledge or encumbrance of, any money,
mvestment, or mvestment property as security for payment of any amounts due under the Loan
Agreement relating to the Bonds, shall not cstablish any scgregated reserve or similar fund for
such purposc and shall not prepay any such amounts in advance of the redemption date of an
equal principal amount of Bonds, unless prior to taking any action described in this subsection
(c), the Owner has obtained and dehvered to the Trustee a Favorable Opmion of Bond Counsel

(d) The Owner shall not, at any tune prior to the final maturity of the Bonds, direct
or permit the Trustee to invest Gross Procecds of the Bonds in any Investment (or to use Gross
Proceeds to replace money so nvested), if as a result of such investment the Yield of ali
Investments acquired with Gross Proceeds (or with moncy 1cplaced thereby) on or prior to the
date of such investment cxceeds the Yield of the Bonds to Stated Maturity, except as permmtted by
section 148 of the Code or as provided 1n the No-Arbitrage Certificate dated the Closing Date
delivered by the Issuer with respect to the Bonds

() Except to the extent permitted by section 149(b) of the Code, neither the Tssuer
nor the Owncr shall take or omit to take any action which would cause the Bonds to be "federally
guarantced” within the meaning of section 149(b) of the Code

$9) 8] Unless the Owner delivers a Favorable Opmion of Bond Counsel that the
Owner needs to comply with this subsection, the Owner shall cause to be delivered, to the
Trustee, within 25 days after cach Computation Date

(A) a statement of thc Rcbate Amount as of such
Computation Date, and

(B) {1} 1f such Computation Date 1s an Instaliment
Computation Date, an amount that, together with any amount then held
for the credit of the Rebate Fund, 15 equal to at least 90% of the Rebate
Amount as of such Installment Computation Date, less any "previous
rebate payments” madc to the United States (as that term 1s used 1n the
Regulations), or (2) 1f such Computation Date 1s the Final Computation
Date, an amount that, together with any amount then held for the credit
of the Rebate Fund, 1s equal to the Rebate Amount as of such Final
Computation Date, less any "previous rcbate payments" made to the
Unrted States (as that term 1s used in the Regulations), and

(9] an Internal Revenue Scrvice Form 8038-T properly
signed and completed as of such Computation Date



The foregoing notwithstanding, the Owner shall not be required to deliver the
foregomg to the Trustee 1f the Owner certifies that the Bonds are excepted from the
requirements of section 148(f) of the Code

(1) If the Owner shall discover or be notified as of any date

(A) that any amount required to be paid to the Umited States
pursuant to this Section and the Indenture has not been paid as required,
or

(B) that any payment paid to the United States pursuant to
this Section the Indenture shall have failed to satisfy any requircment of
the Regulations (whether or not such failure shall be due to any default
by the Owner or the Trustee),

the Owner shall

(X) delver to the Trustee (for deposit to the
Rebate Fund) and cause the Trustee to pay to the United States
from the Rebate Fund (1) the Rebate Amount that the Qwner
failed to pay, plus any mterest, spccified in the Regulations, 1f
such correction payment 1s delivered to and received by the
Trustee within 175 days after such discovery or notice, or (II) if
such correction payment 1s not delivered to and recerved by the
Trustee within 175 day after such discovery or notice, the
amount determmed 1n accordance with clause (I) of this
subparagraph (X) plus the 50 percent penalty requured by the
Regulations, and

{Y) deliver to the Trustee an Internal
Revenmue Scrvice Form 8038-T properly signed and completed as
of such date

(1m1) The Owner shall retamn all of its accounting records relating to the funds
cstabhshed under the Indenture and all calculations made 1n preparing the statements
described m this Section for at least six years after the date the last Bond 1s discharged

(1v) The Owner agrees to pay all of the fees and cxpenses of the Rebate
Analyst, which may be Bond Counsel, a certificd pubhc accountant and any other
necessary consultant employed by the Owner or the Trustee 1n connection with
computing the Rebate Amount

{g) The Owner covenants and agrees that not more than 50 percent of the Proceeds
of the Bonds will be invested in Nonpurpose Investments having a substantially guaranteed Yield
for four years or more withim the mecaning of section 149(g)(3)(A)(n) of the Code, and the Owner
reasonably cxpects that at least 85 percent of the spendable Proceeds of the Bonds will be used to
carry out the governmental purposcs of such 1ssue of Bonds within the three-year period
beginning on the Closing Date




h) The Owner hereby covenants and agrees that the Project will be operated as a
"qualified residential rental project” within the meaning of sections 142(a)(7), 142(d), 145(d) of
the Code and section 1 103-8(b)(4) of the Regulations, on a continuous basis during the longer of
the Qualificd Projeet Period or the period during which any Bond remains outstanding, to the end
that the interest on the Bonds shall be excluded from gross income for federal income tax
purposes In particular, the Owner covenants and agrees, and will cause the Manager to covenant
and agree for the longer of the Qualified Project Period or the period during which any Bonds
1emain outstanding, as follows

(1 The Project qualifics as residential rental property and will be owned,
managed and operated at all times during the term speaified above as a qualified
residential rental project comprised of residential dwelhng units and facilitics
functionally related and subordinate thereto, in accordance with section 142(d) of the
Code,

(1) The Project will consist of one building or structure or several proximate
and mtcrrelated buildings or structures, cach of which will be a discrete cdifice or other
man-made construction consisting of an mdependent foundation, outer walls and a roof,
and all of which (A) will be located on a single tract of land or two or more parcels of
land that arc contiguous (1 ¢, their boundarics meet at one or more points) except for the
mtetposition of a road, street, stream or simlar property, (B) are owned by the same
person for Fedcral tax purposes, and {C) were financed pursuant to a common plan,

(1) Substantially all of the Project will consist of sumilarly constructed Units
together with functionally related and subordmate facilities for use by Projcct tenants,
such as swimming pools, other recreational facilities, parking areas, heating and cooling
equipment, trash disposal cquipment, umts for resident managers, security personncl or
maintcnance personnel and other facilitics that are rcasonably required for the Project,

(1v) Each Unmit in the Project will contain complete facilities for living,
sleeping, eating, cooking and samitation, e g, a living arca, a sleepmg arca, bathing and
sanitation facthties, and cooking facihtics equipped with a cooking range, refrigerator
and sink, all of which will be separate and distinct from other Units,

(v) Each Umt 1n the Project will be rented or available for rental on a
continuous basis to members of the general public at all times during the term specified
above (unless occupied by or reserved for a resident manager, security personncl or
mantenance personnel) and that the Owner will not give preference m renting Project
Units to any particular class or group of persons, other than Low-Income Tenants as
provided heren,

(vi) At no tunc during the term specificd above will any Unit 1n any building
or structure 1 the Project which contains fewer than five Umts be occupied by the
Owner,

(vi1) At no time during the term specificd above will any of the Units 1n the
Project be utihzed on a tiansient basis by bemg leased or rented for a perniod of tess than
thirty days or by being uscd as a hotel, motel, dormitory, fraternity house, sorority house,
rooming house, hospital, sanitarium, nursing home, rest home, trarler park or trailer court,



(vin)  The land and the facilities will be functionally related and subordinate to
the Unuts comprising the Project and will be of size and character which 1s commensurate
with the size and number of such Units, and

(1) The Owner hereby represents, covenants and agrees, continuously during the
Qualified Project Period, as follows

3))] Twenty percent (20%) of the Units (except for manager, sccurity
personnel and maintenance umits that are reasonably required for the Project) (the "Set
Aside") within the Project (and any other building which 1s comprised of similarly
constructed Units, will be owned by the Owner for federal income tax purposes, will be
located on the same or contiguous tract that 1s not separated from the Project except by a
road, street, strcam, or similar property, and 1s financed by the Bonds) that are available
for occupancy, including expiration or lawful termination of an existing lease, shall be
occupied or held vacant and available for occupancy at all times by Low-Income Tenants
at Affordablec Rents For the purposes of this subparagraph (1), a vacant Umit which was
most recently occupied by a Low-Income Tenant 15 treated as rented and occupied by a
Low-Income Tenant until reoccupled, at which time the character of such Unut shall be
redetermined

(11) The Owner shall mamtamn complete and accurate records pertaiming to
Low-Income Tenants and file all documents as required by section [42(d) of the Code
and thts Agreement, mcluding Tenant Income Certifications attached as Exhibit C hereto

{1y  No tenant qualifyimg as a Low-Income Tenant shall be demed continucd
occupancy of a Umit in the Project because, after admission, such tenant's Anticipated
Amnual Tncome increases to exceed the qualifying hmit for Low-Income Tenants,
provided, however, that, should a Low-Income Tcnant's Anticipated Annual Income, as
of the most recent determination thercof, exceed 140% of the then applicable income
Iimit for a Low-Income Tenant of the same family size and such Low-Income Tenant
constitutes a portion of this Section, the next available Unit of comparable or smaller size
must be rented to (or held vacant and available for immediate occupancy by) a Low-
Income Tenant and such new Low-Income Tenant will then constitute a portion of the Set
Aside requirement of paragraph (1) of this Section, and provided, further, that, until such
next available Umit is rented to a tenant who 1s a Low-Income Tenant, the former Low-
Income Tenant who has ccased to qualify as such shall be deemed to continue to be a
Low-Income Tenant for purposes of the requirement of subparagraph (1) of this Section

2(1)

The parties hercto recognize that the requirements stated 1in Scection 2(h) shall continue 1n
effect until the termination of the Quakhfied Project Period or until no Bonds remain outstanding,
whichever occurs later, and the requirements n this Section 2(1) shall continue n effect until the
termination of the Quahfied Project Period

() The Owner further covenants and agrees to preparc and submut to the Trustee, no
more than 60 days prior to the last day of the Qualified Project Period a certificate setting forth
the date on which the Qualified Project Pertod wall end, which certificate shall be 1n recordable
form The Issuer need not affirmatively consent to the termination of the covenants

11



k) Anything m this Agreement to the contrary notwithstanding, 1t s expressly
understood and agreed by the partics hercto that the Issucr and the Trustee may rely conclusively
on the truth and accuracy of any certificate, opinion, notice, representation or instrument made or
provided by the Owner 1n order to establish the existence of any fact or statement of affarrs solely
within the knowledge of the Owner, and which 1s required to be noticed, represented or certified
by the Owner hereunder or mn connection with any filings, representations or certifications
required to be made by the Owner in connection with the 1ssuance and delivery of the Bonds

()] The Owner shall provide to the Trustee a certificate certifying (1) within 90 days
thercof, the date on which ten percent (10%) of the Units are occupied, and (1) withm 90 days
thereof, the date on which fifty percent (50%) of the Units are occupied

Scction 3 Modification of Tax Covenants  Subscquent to the issuance of the Bonds and
prior to their payment m full {or provision for the payment thercof having been made 1n accordance with
the provisions of the Indenture), this Agreement may not be amended, changed, modified, altered or
terminated except as permitted in Section 19 and by the Indenture  Anything contamned n this Agreemnent
or the Indenture to the contrary notwithstanding, the Issuer, the Trustee and the Owner hereby agree upon
the wntten request of one of the parties hereto, to amend this Agrecment and, 1f appropriate, the Indenture
and the Loan Agrecement, to the extent required, i the opmion of Bond Counscl, in order for inteicst on
the Bonds, to rcmain cxcludable from gross imcome for Federal income tax purposes The party
requesting such amendment shall notify the other parties to this Agreement in writing of the proposed
amendment and send a copy of such requested amendment to Bond Counsel  After review of such
proposed amendment, Bond Counsel shall render to the Trustee, the Owner and the Issuer an opinion to
the cffect that such amendments are necessary and sufficient 1 order to enable compliance with the
provisions of the Code such that the mterest on the Bonds will remain excludable from gross income for
purposes of Federal income taxation The Owner shall pay all nccessary fees and expenses incurred with
respect to such amendment, including necessary attorney’s fees and expenses incurred by Bond Counsel
i rendening such opiton  The Owner, the Issuer and, where applicable, the Trustec pursuant to written
mnstructions from the Issuer, shall execute, dehver and, if applicable, the Owner shall file of record, any
and all documents and nstruments, including without himitation, an amendment to this Regulatory
Agreement, necessary to effectuate the intent of this Section, and the Owner and the Issuer hereby appoint
the Trustee as thetr true and lawful attorney-in-fact to execute, deliver and, 1f apphcable, file of record on
behalf of the Owner or the Issuer, as 1s applicable, any such document or instrument (in such form as may
be approved by and upon mstruction of Bond Counsel) 1f either the Owner or the Issuer defaults in the
performance of its obligation under this Section, provided, however, that the Trustce shall take no action
under this Section without first notifying the Owner or the Issuer, as 1s applicable, in wniting of its
mtention to take such action and providing the Owner or the Issuer, as 15 applicable, ten (10) business
days after such notice to comply with the requirements of this Section

Section 4 Residential Development The Issuer and the Owner hereby recognize and
declare therr undeistanding and intent that the Project 1s to be owned, managed and operated as a
"residential development,” as such term 1s defined in Section 394 003(13) of the Act, and m complhance
with applicable restrictions and hmitations as provided 1n the Act and the rules of the Issuer, until the
expiration of the Quahified Project Pertod or for as long as any portion of the Bonds remams outstanding
and unpaid, whichever 1s longer

{(a) The Issucr and the Owner hereby recogmize and declare thewr understanding and
intent that the Project 1s to be owned, managed and operated as a "residential development” as
such term 1s defined 1n Section 394 003(13) of the Act, for as long as any portion of the Bonds
remains outstanding and unpaid To that end, the Owner hereby represents, as of the date hereof,
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and covenants and agrees for the term of this Regulatory Agreement that substantially all (at lcast
90%) of the Project dwelling units shall be rented to Eligible Tenants and that the Owner shall not
rent or lease any unit in the Project to a person not an Ehgible Tenant 1f such rental would cause
less than 90% of the dwelling umits 1n the Project to be rented to Eligible Tenants

(b) The Owner hercby represents, covenants and agrees as follows

() To assure that twenty percent (20%) of the occupied Units in the
Project are occupied at all imes by Low Income Tenants at Affordable Rents,

(11) To obtamn a Tenant Income Certfication from each tenant 1n the
Project not later than the date of such tenant's 1mtial occupancy of a Unit in the
Project and to maintam a file of all such Tenant Income Certifications, together
with all supporting documentation, for a perted of not less than three years
following the end of the Qualified Project Penod,

(mi}  To obtain from cach tenant in the Project, at the time of
exccution of the lease pertaiming to the Unit occupied by such tenant, a written
certification, acknowledgment and acceptance that (A) such leasc 1s subordinate
to the Mortgage and this Regulatory Agrcement, (B) all statements made n the
Tenant Income Certification submitted by such tenant are accurate, (C) the
family income and ehigibility rcquirements of this Agreement and the Loan
Agreement are substantial and material obligations of tenancy 1n the Project, (D)
such tenant will comply promptly with all requests for information with respect
to such requirements from the Owner, the Trustce and the Issucr, and (E) failure
to provide accurate information n the Tenant Income Certification or refusal to
comply with a request for information with respect thereto will constuitute a
violation of a substantial obligation of the tenancy of such tenant in the Project,

(1v)  To cause to be prepared and submitted to the Issuer and the
Trustee on the first day of the Qualified Project Period, and thereafter by the
tenth calendar day of each March, June, September, and December, or a quarterly
schedule as determmed by the Issuer, a certified Comphiance Monitoring Report
and Occupancy Summary mn a form attached hereto as Exhibit D or at the
reagonable request of the Issuer in such other form provided by the Issuer from
tfime to time,

(v) To the extent legally permissible to permit any duly authorized
representative of the Issuer or the Trustee (without any obligation to do so) to
wspect the books and records of the Owner pertamming to the Project or the
mcomes of Project tenants, wcluding but not Inmited to tenant files, during
regular business hours and to make copies therefrom 1f so desired and file such
reports as are necessary to meet the Issuer's requirements, and

(v1)  The Owner will obtain a Tenant Income Certification from cach
tenant at least annually after the tenant's mitial occupancy or as otherwisc
dirccted by the Issucr in writing

Section 5 Reserved]




Section 6 Consideration The Issuer has 1ssued the Bonds to provide funds to make the
Loan to finance the Project, all for the purpose, among others, of mnducing thc Owner to acquire,
constiuct, equip and opcrate the Pioject  In consideration of the 1ssuance of the Bonds by the Issuer, the
Owner has entered nto this Regulatory Agrecement and has agreed to restrict the uses to which this
Project can be put on the terms and conditions set forth herein

Section 7 Rehance The Issucr, the Trustee and the Owner hereby recogmize and agree that
the representations and covenants sct forth herein may be relied upon by all persons interested 1n the
legaiity and validity of the Bonds, and tn the excludabihty from gross mcome for purposes of Federal
mcome taxation of the mterest on the Bonds In performing their duties and obligations hercunder, the
Issucr and the Trustee may rely upon statements and certificates of the Low-Income Tenants and the
Owner and upon audits of the books and records of the Owner pertaining to the Project  In addition, the
Issuer, the Owner and the Trustee may consult with counsel, and the opinion of such counsel shall be full
and complete authorization and protcction n respect of any action taken or suffercd by the Issuer, the
Owner or the Trustee hercunder mn good faith and in conformity with such opimen  In determining
whether any default by the Owner exists under this Regulatory Agreemcnt, the Trustee shall not be
required to conduct any mnvestigation mto or review of the operations or records of the Owner and may
rely on any written report, notice or certificate delivered to the Trustee by any Person retamed to review
the Owner's comphance with this Regulatory Agreement or by the Owner or the Issuer with respect to the
occurrence or absence of a default unless 1t has actual knowledge that the report, notice or certificate 1s
erroncous or misleading

Section 8 Project in Austin, Texas The Owner hercby represents that the Project is located
entirely within Austin, Texas

Section 9 Sale or Transfer of the Project The Owner covenants and agrees not to sell,
transfer or otherwise dispose of the Project prior to the expiration of the Qualificd Project Penied or the
date on which the Bonds have been paid in full, whichever 1s later, without (3} complymg with any
applicable provisions of the Loan Documents and (11) obtaming the prior written consent of the Issuer
Such consent of the Issucr shall not be unreasonably withheld or delayed and shall be given 1if all
conditions to the sale set forth in this Regulatory Agreement arc met or are waived in wniting by the
Issuer, mcluding (1) there 1s delivered to the Trustce and the Issuer a wrtten Opmion of Counsel
satisfactory to the Trustee and the Issuer, addressed to the Trustee and the Issuer, concluding that the
transferee has duly assumed all of the rights and obligations of the Owner under the Loan Documents and
this Regulatory Agrecment and that each of the documents cxccuted by the transferee n conncction
therewith has been duly authorized, executed and delivered by the transferec and 1s a vahd and
enforceable obligation of the transferee, subject to customary qualifications, (2) the Issuer receives a
favorable opmion of Bond Counscl, which opinion shall be furnished at the expense of the Owner or the
transfcree, regarding such sale, transfer or disposition, (3) the proposed purchaser or assignee cxecutes
any document rcasonably requested by the Issuer with respect to assuming the obligations of the Owner
under this Agreement and the Loan Agreement, and (4) the Issucr shall not have any reason to believe
that the purchascr or assignee 1s mcapable, financially or othcrwise, of complying with, or may be
unwiiling to comply with, the terms of all agreements and mstruments binding on such proposed
purchaser or assignee rclating to the Project, mcluding but not limited to the Loan Agreement, the
Mortgage and this Agreement The Owner hereby expressly stipulates and agrees that any sale, transfer
or other disposition of the Project in violation of this subsection shall be incffective to relieve the Owner
of 1ts obligations under this Agrecement  Upon any sale, transfer or other disposition of the Project
compliance with this Agreement, the Owner so selling, transferring or otherwise dispesing of the Project
shall have no further hability for obhigations under the Loan Agrcement ansing after the date of such
disposttion The foregoing notwithstanding, the duties and obligations of the Owner as set forth in the
Loan Documents with respect to matters arising prior to the date of such sale, transfer or other disposition
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shall not terminate upon the sale, transfer or other disposition of the Project The foregong restrictions
on transfer shall not apply to foreclosures, deeds 1n heu of foreclosure, transfer by exercise of the power
of sale or other similar transfer Any such sale or transfer shall be subject to the Issuer’s Multifamily
Rules

Section 10 Term This Regulatory Agreement and all and each of the provisions hercof shall
become effective upon its execution and dehvery, shall remain mn full force and effect for the penods
provided heremn and, except as otherwise provided in this Section, shall terminate 1n 1ts entirety at the end
of the Qualified Project Period, 1t being expressly agreed and understood that the provisions hereof are
mtended to survive the retirement of the Bonds, discharge of the Loan, termination of the Loan
Agreement and defeasance or termination of the Indenture

The terms of this Regulatory Agrcement to the contrary notwithstanding, this Regulatory
Agreement shall terminate, without the requircment of any consent by the Issuer and the Trustce, and be
of no further force and effect i the event of mvoluntary noncompliance with the provisions of this
Regulatory Agreement caused by fire, seizure, requisition, change n a federal law or an action of a
federal agency after the Closing Date which prevents the Issuer or the Trustee from cnforcing the
provisions hereof, or foteclosure or transfer of title by deed n heu of foreclosure or exercise of the power
of sale, condemnation or a sumilar cvent, but only 1if, within a rcasonable period thereafter, cither the
Bonds arc retired 1n full or amounts received as a consequence of such cvent are used to provide a
quahified residential rental project which mects the requirements of the Code set forth 1n Scctions 1A
through 4 of this Regulatory Agreement and the Act The provisions of the preceding sentence shali
ceasc to apply and the requirements referred to thercin shall be remstated 1if, at any time duning the
Qualified Project Penod after the tenmination of such requirements as a result of involuntary
noncompliance due to foreclosure, transfer of title by deed 1n hieu of foreclosure or exercise of power of
sale or simular cvent, the Owner or any related person (within the meaning of Section 1 103-10(c) of the
Regulations) obtains an ownership interest 1n the Project for tax purposes The Issuer shall not be
required to consent to termunation of this Regulatory Agrecement for any reason other than those specified
above

Upen the termination of the terms of this Regulatory Agreement, the parties hereto agree to
exccute, deliver and record approprate instruments of releasc and discharge of the terms hereof,
provided, however, that the execution and dehvery of such imstruments shall not be necessary or a
prerequisite to the termination of this Agreement 1 accordance with its terms Al costs, including fees
and expenses of the Issucr and the Trustee, incurred 1n connection with the termination of this Regulatory
Agreement shall be paid by the Owner and 1ts successors m nterest

Section 11 Covenants To_Run With the Land The Owner hereby subjects the Project
(including the Project Sitc) to the covenants, reservations and restrictions set forth in this Regulatory
Agrcement The Issuer, the Trustec and the Owner hereby declare their express intent that the covenants,
reservations and restrictions set forth herein shall be deemed covenants running with the land and shall
pass to and be binding upon the Owner's successors 1n title to the Project, provided, however, that upon
the termination of this Agreement said covenants, reservations and restrictions shall expire  Each and
every contract, deed or other instrument hereafter exccuted covering or conveymng the Project or any
portion thereaf shall conclusively be held to have been exceuted, delivered and accepted subject to such
covenants, reservations and restrictions, regardless of whether such covenants, reservations and
restrictions are set forth 1n such contract, deed or other instruments




No breach of any of the provisions of thus Regulatory Agieement shall impair, defeat or render
wvalid the hen of any mortgage, deed of trust or hike encumbiance made m good farth and for valuc
encumberimg the Project or any portion thereof

Section 12 Burden and Benefit  The Issuer, the Trustee and the Owner hereby declare their
understanding and mtent that the burden of the covenants set forth herein touch and concern the land 1n
that the Owner's legal interest in the Project 1s rendered less valuable thereby  The Issuer, the Trustee and
the Owner hereby further declaie therr understanding and intent that the benefit of such covenants touch
and concern the land by enhancing and increasing the enjoyment and use of the Project by Low-Income
Tenants, the intended beneficianes of such covenants, reservations and restrictions, and by furthering the
public purposes for which the Bonds were 1ssucd

Section 13 Uniformity, Common Plan The covenants, reservations and restrictions hereof
shall apply uniformly to the entire Project i order to establish and carry out a common plan for the use,
development and improvement of the Project Site

Section 14 Default, Enforcement If the Owner defaults in the performance or observance of
any covenant, agreement or obligation of the Owner set forth in this Regulatory Agreement, and 1f such
default remains uncured for a period of 60 days after wrnitten notice thereof shall have been given by the
Issuer or the Trustee to the Owner m accordance with the Indenture, then the Trustee, acting on 1ts own
behalf or on behalf of the Issuer, provided a 1esponsible officer of the Trustee actually knows of such
default, shall declare an "Event of Default" to have occurred hercunder, provided, further, however, that,
1f the default stated 1n the notice 15 of such a nature that 1t cannot be corrected within 60 days, such default
shall not consuitute an Event of Default hereunder so long as (1) the Owner nstitutes corrective action
within said 60 days and diligently pursues such action until the default 1s corrected and (1) 1 the opimion
of Bond Counsel, the failure to cure said default within 60 days will not adversely affect the tax-exempt
status of interest on the Bonds The Issucr and the Trustee agree that a cure of any Event of Default made
or tendered by any partner or member of Owner shall be deemed to be a cure by the Owner and shall be
accepted or rejected on the same basis as 1f tendered by Owner

Following the declaration of an Event of Default hercunder, the Trustee, subject to being
indemnified to its satisfaction with respect to the costs and expenses of any proceeding, or the Issuer may,
at 1ts option, take any one or mote of the following steps

(1) by mandamus or other suit, action or procceding for specific performance,
including injunctive relief, require the Owner to perform 1ts obligations and covenants hercunder
or enyjoin any acts or things which may be unlawful or in violation of the rights of the Issuer or the
Trustee hereunder,

(n) have access to and inspect, examine and make copies of all of the books and
records of the Owner pertaiming to the Project, and

(1) take such other action at law or 1n equity as may appear necessary or destrable to
enforce the obligations, covenants and agreements of the Owner hercunder

The Owner hereby agrees that specific enforcement of the Owner's agreements contained heremn
15 the only means by which the Issuer and the Trustee may obtain the benefits of such agreements made
by the Owner herem, and the Owner therefore agrees to the mmposition of the remedy of specific
performance agamst it i the case of any Event of Default by the Qwner hereunder



All nghts and remcdies herem given or granted to the Issuer and the Trustee are cumulative,
nonexclusive and mn addition to any and all rights and remedics that the Issuer and the Trustee may have
or may be given by reason of any law, statute, ordinance, document or otherwise Notwithstanding the
availability of the remedy of specific performance provided for in this Section, promptly upon
determuning that a violation of this Regulatory Agreement has occurred, the Issuer shall to the extent that
it has actual knowledge thereof, give wntten notice to the Trustee that a violation of this Regulatory
Agreement has occurred

Section 15 The Trustee The Trustee shall act as speeifically provided heremn and in the
Indenture Subject to the nght of the Trustee to be indemnificd as provided n the Indenture, the Trustce
shall act as the agent of and on behalf of the Issuer when requested 1n writing by the Issuer to do so, and
any act required to be performed by the Issuer as heremn provided shall be deemed taken 1f such act 1s
performed by the Trustee The Trustee 1s entering into this Regulatory Agreement solely 1n 1ts capacity as
Trustee under the Indenture, and the duties, powers, rights and obligations of the Trustce n acting
hercunder shall be subject to the provisions of the Indenture, including, without hmitation, the provisions
of Article VII thereof, which are incorporated by reference herein The incorporated provisions of the
Indenture are mtended to survive the retirement of the Bonds, discharge of the Loan, termination of the
Loan Agreement and defeasance or termination of the Indenture

Nerther the Trustee nor any of its officers, dircctors or employces shall be liable for any action
taken or omuitted to be taken by 1t or them hercunder or 1in connection herewith except for its or their own
gross negligence, bad faith, fraud or willful misconduct No provision of this Regulatory Agreement shall
require the Trustee to expend or risk its own funds or otherwise incur any financial hiability in the
performance of its duties hereunder, i the excrcise of any of its rights or powers 1f 1t shall have
reasonable grounds for believing that the payment of such funds or adequate indemmty against such nisk
or lability 1s not reasonably assured to 1t

The Trustee shall examine all documents prepared by the Borrower and furnished to the Trustee
to determine whether such documents conform on their face to the requirements of this Regulatory
Agreement The Trustee shall notify the Issuer and Borrower mn writing 1f the Trustee does not receive
any document from the Borrower at the time required under this Regulatory Agreement or af such
document does not conform on its face to the requirements of this Regulatory Agreement The Trustee
may conclusively rely on and shall be protected m acting or omitting to act in good faith upon the
certificates and other writings, which conform to the requirements of this Regulatory Agreement, as the
Trustee may receive i connection with the admimstration of 1ts obligation hercunder and has no duty or
obligation to make an independent investigation with respect thereto

Section 16 Recording and Filing  The Owner shall cause this Regulatory Agreement, and all
amendments and supplements hercto and thereto, to be recorded and filed 1n the real property records of
Austin, Texas and m such other places as the Issuer or the Trustee may reasonably request The Owner
shall pay ail fees and charges mcurred 1n connection with any such recording  This Agrecement 1s subject
to and subordinate to all matters of record as of the date hereof

Section 17 Reimbursement of Expenses Notwithstanding any prepayment of the Loan and
notwithstanding a discharge of the Indenture, throughout the term of this Regulatory Agreement, the
Owner shall continue to pay to the Issuer and the Trustee reimbursement for all fees and expenses
actually mcurred thereby required to be paid to the Issuer and the Trustee by the Owner pursuant to the
Loan Agreement




Section 18 Governmng Law This Regulatory Agreement shall be governed by the laws of
the State (other than m respect of conflicts of laws) The Trustee's rights, dutics, powers and obligations
hereunder are governed m their entirety by the terms and provisions of this Agreement and the Indenture

Section 19 Amendments Subject to the provisions of Scction 3 hereof, this Regulatory
Agreement shall be amended only by a written instrument cxccuted by the partics hereto, or their
successors 1n title and duly recorded 1 the real propetty records of Travis County, and only upon receipt
by the Issuer, the Owner and the Trustee of a Favorable Opinmion of Bond Counsel regarding such
amendment

Section 20 Notices  Any notice required to be given hercunder to the Issuer, the Trustee or
the Owner shall be given 1n the manner and to the address as set forth 1n the Indenture

Section 21 Severability If any provision of this Regulatory Agreement shall be mvald,
llegal or unenforceable, the validity, legality and enforceability of the remaming portions hercof shall not
i any way be affected or impaired thereby

Section 22 Multiple Counterparts This Regulatory Agreement may be simultaneously
exccuted i multiple counterparts, all of which shall constitute one and the same mstrument, and cach of
which shall be deemed to be an original

Section 23 Authorization to Act for Issucr To the extent allowed by law, the Tssuer hereby
authonizes the Owner to take on bechalf of the Issuer all actions required or permitted to be taken by it
hercunder, or under the Indenturc and the Loan Agrecement and to make on behalf of the Issuer all
elections and determinations required or permutted to be made by the Issuer hereunder or under the
Indenture and the Loan Agreement In addition, the Issuer hereby authonizes the Owner to exercise, on
behalf of the Issuer, any election with respect to the Bonds pursuant to the Code or the Regulations, and
the Issuer will cooperate with the Owner and cxccute any form of statcment required by the Code or the
Regulations to perfect any such election

Section 24 Liabihity of Owner The habihity of the Owner under this Regulatory Agreement
15 limmted to the extent provided 1n the Loan Agreement

Scetion 25 Third-Party Beneficiary  The parties to thus Agreement confirm that the
Bondholder Representative 15 a third-party beneficiary to the rights and bencfits of this Agreement

[EXECUTION PAGES FOLLOW]



IN WITNESS WHEREOF, the Issuer, the Trustee and the Owner have exccuted this Regulatory

Agrecment by duly authornized representatives, all as of the date first above written

Attest

By

Name
Title

Sccretary

AUSTIN HOUSING FINANCE CORPORATION

By

Name
Title President
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AMERICAN NATIONAL BANK,
as Trustce

By

Name
Ttle



SAN ANTONIO ALTERNATIVE HOUSING
CORPORATION NO 15

By
Name
Title




ACKNOWLLEDGMENT

STATE OF TEXAS §

§

COUNTY OF TRAVIS §
This instrument was acknowledged before me on , 2007, by the President of

Austin Housing Finance Corporation

IN WITNESS WHEREQOF, T have hercunto sct my hand and official seal

Notary Public Signaturc

(Personalized Seal)



ACKNOWLEDGMENT

STATE OF TEXAS §

§

COUNTY OF DALLAS §
This mstrament was acknowledged before me on , 2007, by

signatory of American National Bank

IN WITNESS WHEREOQF, I have hereunto set my hand and official scal

, authorized

Notary Public Signature

(Personalized Scal)




ACKNOWLEDGMENT

STATE OF TEXAS §

§

COUNTY OF BEXAR §
This mstrument was acknowledged before me on , 2007, by Rod Radle, Cxecutive

Director of San Antonio Alternative Housing Corporation No 15

IN WITNESS WHEREQF, 1 have hereunto set my hand and official seal

Notary Public Signaturc

{(Personalized Scal)



EXHIBIT A

Apartment Project at 9601 Middle Fiskville Road, Austin, Texas




Owner
Project

Units

EXHIBIT B

PROJECT AND OWNER

San Antomo Alternative Housing Corporation No 13
Meadowood Apartments
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EXHIBIT C

TENANT INCOME CERTIFICATION

Austin Housing Finance Corporation
Multifamily Housing Revenue Bonds
(Meadowood Apartments Project)
Sertes 2007A

VERIFICATION OF INCOME

RE
Apartment Number Building Number Square footage
Number of Bedrooms Imitial Monthly Rent $
I/'We, the undersigned, being first duly sworn, state that I/we have read and answered
fully and truthfully each of the following questions for all persons who are to occupy the unit in
the above apartment development for which application 1s made, all of whom are listed below
1 2 3 4 5
Name of Members Relationship to Social Secunty Place of
of the Household Head of Household Age Number Employment
Head
Spouse
6 The anticipated income of all the above persons during the 12-month pernod

beginning on the later of the date on which (a) the above persons first occupy the apartment or
sign a lease with respect to the apartment or (b) such annual period commencing on the
anniversary date of such date of first occupancy or the signing of a lease, including income
described 1n (a) below, but excluding all income described 1n (b) below, 15 §

(a) The amount set forth above includes all of the following mcome (unless
such income 1s described n (b) below)
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(1) all wages and salaries, overtime pay, commussions, fees, tips and
bonuses and other compensation for personal services, before payroll deductions,

(n) net annual income from the operation of a business or profession
or from the rental of real or personal property (without deducting expenditures for
business expansion or amortization or capital mndebtedness) (An allowance for
depreciation of assets used 1n a business or profession may be deducted, based on
straight-line depreciation, as provided in Internal Revenue Service regulations
Include any withdrawal of cash or assets {from the operation of a business or
profession, except to the extent the withdrawal 1s reimbursement of cash or assets
invested 1n the operation by the above persons),

(1)  mterest and dividends (include all income from assets as set forth
i item 7(b) below and include any withdrawal of cash or assets from an
nvestment, except to the extent the withdrawal 1s reimbursement of cash or assets
mvested by the above persons),

(1v)  the full amount of pertodic payments received from social security,
annuities, 1surance policies, retirement funds, pensions, disability or death
benefits and other similar types of periodic recepts, including a lump-sum
payment for the delayed start of a periodic payment,

(v)  payments in lieu of earnings, such as unemployment and disability
compensation, workers' compensation and severance pay,

(vi)  any wclfare assistance 1f the welfare assistance payment includes
an amount spectfically designated for shelter and utilities that 1s subject to
adjustment by the welfare assistance agency n accordance with the actual cost of
shelter and utilities, include as mcome (a) the amount of the allowance or grant
exclusive of the amount specifically designated for shelter or utilities, plus {b) the
maximum amount that the welfare assistance agency could n fact allow the above
persons for shelter and utilities (If the welfare assistance 1s ratably reduced from
the standard of need by applying a percentage, the amount calculated under clause
(b) shall be the amount resulting from one application of the percentage),

(vir) periodic and determinable allowances, such as alimony and child
support payments and regular contributions and gifts received from persons not
residing in the dwelling,

{(vi) all regular pay, special pay and allowances of a member of the
Armed Forces (whether or not living 1n the dwelling) who 1s the head of the
household, spouse or other household member whose dependents are residing m
the umit, and

(1x)  any earned income tax credit to the extent 1t exceeds income tax
habihity



(b) The following income 1s excluded from the amount set forth above

(1) Income from employment of children (including foster children)
under the age of 18 years,

() Payment received for the care of foster children,

(i)  Lump-sum additions to household assets, such as inheritances,
msurance payments {including payments under health and accident mnsurance and
workers' compensation), capital gains and seltlement for personal or property
losses,

(iv}  Amounts recerved by the household that are specifically for, or in
reimbursement of, the cost of medical expenses for any household member,

(v) Income of a live-in aide,

(vi)  Amounts of education scholarships paid directly to the student or
to the educational nstitution, and amounts paid by the government to a veteran,
for use 1n meeting the costs of tuihion, fees, books, equipment, matenials, supplies,
transportation and miscellancous personal expenses of the student Any amount
of such scholarship or payment to a veteran not used for the above purposes that
15 avatlable for subsistence 1s to be included in income,

(vi)  The special pay to a household member serving in the Armed
Forces who 15 exposed to hostile fire,

(vn) (a) Amounts recerved under traimming programs funded by
Housing and Urban Development ("HUD™),

(b) Amounts received by a disabled person that are
disregarded for a lhmited time for purposes of Supplemental
Security Income ehgibility and benefits because they are set aside
for use under a Plan to Attain Self-Sufficiency ("PASS™,

(c) Amounts received by a participant in other
publicly assisted programs which are specifically for or in
reimbursement of out-of-pocket expenses ncurred (special
equipment, clothing, transportation, child care, etc ) and which are
made solely to allow participation n a spectfic program,

(x)  Temporary, nonrecurring or sporadic mcome (including gifts), or

{x) Amounts specifically excluded by any other federal statute from
consideration as mcome for purposes of determmning ehgibility or benefits under a
category of assistance programs that includes assistance under the Umted States
Housing Act of 1937
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7 If any of the persons described 1n column | above (or any person whose income
or contributions were included in item 6) has any savings, stocks, bonds, equity 1n real property
or other form of capital investment (excluding interests 1n Indian trust lands, but including the
value of any assets disposed of for less than fair market value (including a disposition in trust,
but not 1n a foreclosure or bankruptcy sale) during the previous two years), provide

(a) the total value of all such assets owned by all such persons
$ , and

(b) the amount of mcome expected to be derived from such assets in the 12-
month period commencing this date $

8 (a)y Will all of the persons listed 1n column 1 above be or have they been
full-time students duning five calendar months of this calendar year at an
educational mstitution (other than a correspondence school) with regular faculty
and students?

Yes No

(b) (Complete only 1f the answer to Question 8(a) 1s "Yes ") Is any
such person (other than nonresident aliens) married and ehgible to file a jomnt
federal income tax return?

Yes _ No

We acknowledge that all of the above information 1s relevant to the status
under federal income tax law of the interest on bonds 1ssued to finance
construction of the apartment building for which application 1s being made We
consent to the disclosure of such information to the issuer of such bonds, the
holders of such bonds, any trustee acting on their behalf and any authorized agent
of the Treasury Department or Internal Revenue Service

Date

Head of Housechold

Spouse
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STATE OF TEXAS §
§
COUNTY OF §
Subscribed, sworn to and acknowledged before me this day of ,
2007
Notary Public of the State of Texas
(Notary Seal)

NOTE TO PROJECT OWNER A vacant umt previously occupied by individuals or a
family of very low income may be treated as occupied by mdividuals or a famuly of very low
income until reoccupied (other than for a period of 31 consecutive days or less), at which time
the character of the unit shall be redetermined

C-5




@ FOR COMPLETION BY PROJECT OWNER ONLY
I Calculation of eligible income

(A)  Enter amount entered for entire
household 1n 6 above $

(B) If the amount entered 1n 7(a)
above 1s greater than $5,000,
enter

(1) the product of the amount
entered 1n 7(a) above
multiphed by the current
passbook savings rate as
determined by HUD $

(u) the amount entered 1n

7(b) above $

(1)  lme (1) minus line (1)
(1f less than $0,

@ enter $0) $

(C) TOTAL ELIGIBLE INCOME
(hne I(A) plus hine I(B)(1u1)) $

[1 Qualification as individuals or a
family of low income

(A) Is the amount entered 1n line 1(c¢) less than 50% of Median Income for the Area’
with adjustments for smaller and larger famihes?

Yes No

(B) (1) If line TI{A) 1s "No," then the household does not quahfy as individuals or
a family of low income, skip to 1item Il

1 "Median income for the Area" means the area median gross mcome as determined by the
Secietary of the Treasury i a manner consistent with determinations of lower-income families
and area median gross income under Section 8 of the United States Housing Act of 1937,
% imncluding adjustments for farmly size or, 1f programs under Section 8 are ternunated, area median
gross income determined under the method 1n effect immediately before such termination
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[11

v

Date

(Check one)

(1)  If hine 11(A) above 1s "Yes" and 8(a) above 1s "No," then the
household qualifies as individuals or a family of low mncome, skip to item
[11

(m)  If hine II(A) above 1s "Yes" and 8(b) above 1s "Yes," then the
household qualifies as individuals or a family of low 1income, skip to item
I,

(1v)  If neither (1) nor (1) 1s applicable, then the household does not
qualify as ndividuals or a famuly of low income

The household does not qualify as individuals or a family of low income

The household qualifies as individuals or a family of low income

Number of apartment unit assigned
(enter here and on page 1)

Method used to venfy applicant’s mcome

Employer income verification

Copies of tax returns

Other (

SAN ANTONIO ALTERNATIVE HOUSING
CORPORATION NO 15

By
Name
Title
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TO

EXHIBIT D
COMPLIANCE MONITORING REPORT

Austin Housing Finance Corporation
1000 East Eleventh Street  Suite 200
Austin, Texas 78702

Attention Bond Finance Manager

Austin Housing Finance Corporation
Multifamily Housing Revenue Bonds
(Meadowood Apartments Project)
Series 2007A

(the "Owner"), hereby represents and wariants that

1 A review of the activities of the Owner during the period of through and of
then Owner's performance under the Loan Agreement has been made under the
supervision of the undersigned

2 The Owner owns Mcadowood Apartments (the "Project”)

3 The Project was financed, in substantial part, as a result of the indirect loan of the
proceeds of the Bonds

4 The undersigned and the Owner have rcad and are thoroughly famihar with the
provisions of (1) the Regulatory Agreement and Land Use Restriction Agreement (the
"Regulatory Agreement™), dated as of May I, 2007, among the Owner, Austin Housing
Finance Corporation (the "Issuer") and American National Bank, as Trustee (the
"Trustee"), and (2) the Loan Agreement, dated as of May 1, 2007, among the Owner, the
Trustec and the Issuer (the "Loan Agreement") The Regulatory Agreement was
exceuted, delivered, and recorded against the Project in connection with the 1ssuance of
the Bonds Heremaficr, unless otherwise expressly provided herein or unless the context
requires otherwise, the capitalized terms used but not defined herem shall have the
meamings assigned to such terms 1n the Regulatory Agreement

5 The Project’s Qualificd Project Period commenced on , 2007, and will end
on the latest of (a) the date which 15 twenty years after the date on which 50% of the units
in the project arc occupied (b) the first date on which no tax-exempt private activity bond
(as that phrase 15 used in Section 142(d)(2) of the Code) issued with respect to the Project
15 outstanding, or (¢) the date on which any assistance was provided with respect to the
Projcct under Section 8 of the United States Housing Act of 1937 terminates

6 Commencing on the Closing Date and contmmuing throughout the remainder of the
Qualificd Project Pertod no less than 20% of the total number of completed unuts of the
Project shall at all times be rented to and occupied by Low Income Tenants at Affordable
Rents

7 As of the date of this Certificate, the following percentages of completed residential umts
in the Project (1} are occupicd by Low Income Tenants or (u) are currently vacant and
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being held available for such occupancy and have been so held continuously since the .
date a Low Income Tenant vacated such umit, as indicated

Occupied by Low Income Tenants percent

Held vacant for occupancy

continuously since last

occupied by Low Income

Tenant ___ percent

8 At no time since the date of filing of the last Continuing Program Comphance Certificate
has Icss than 20% of the umits n the Project been occupied by or, if vacant, becn last
occupicd by Low Income Tenants at Affordable Rents

9 To the best knowledge of the undersigned, after duc mquury, all Unns were rented or
available for rental on a continuous basis during the immediately preceding year to
members of the general public, and the Owner is not now and has not been in default
under the terms of the abovcreferenced Rcegulatory Agreement and, to the best
knowledge of the undersigned, no Determmation of Taxability has occurred with respect
to the Bonds

10 (If the Owner 15 11 default under the terms of the Regulatory Agreement or the Owner has
actual knowledge of a Determination of Taxability with respect to the Bonds, such
knowledge should be detailed here )

11 The Owner has not transferred any nterest in the Project since the date of submission of .
the Continuing Program Compliance Certificate last submutted to the Trustee and the
Issucr with respect to the Project (If the Owner has transferred any interest in the
Project, such transfer should be detailed here )

Attached 15 a separate sheet (the "Occupancy Summary") hsting, among other items, the
percentage of units which are occupied by Low Income Tenants and which became Low Income Units
since the filing of the last Contimumg Program Comphance Certificate  The information contained
thercon 1s, to the best knowledge of the Owner (based upon information supplied by tenants of the
Project), true and accurate

SAN ANTONIO ALTERNATIVE HOUSING
CORPORATION NO 15

By
Name
Title
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OCCUPANCY SUMMARY
AS OF

Austin Housing Finance Corporation
Multifamily Housing Revenue Bonds
(Meadowood Apartments Project)

Sertes 2007A

PROJECT NAME MEADOWOQOOD APARTMENTS

PROJECT LOCATION 9601 Middle Fiskville Road, Austin, Texas

1D# Page _ of

TOTAL NO UNITS 200 REQDNO LOW INCOME UNITS
TOTAL UNITS OCCUPIED

TOTAL LOW INCOME OCCUPIED

(PERCENTAGE %)

PREPARED AND SUBMITTED BY

Phone

Date

Number of Low Income Tenants commencing occupancy this month/quarter

Number of Low Income Tenants whose Adjusted Income exceeded 140% of the applicable income Timat
for a Low Income Tenant of the same family size this month/quarter

Number of Low Income Tenants terminating occupancy this month/quarter

For Pertod through
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THIS DEED OF TRUST PREPARED BY Lots 23-24, Block “B” of NORTHCAPE
RECORD AND RETURN TO SECTION 4 REVISED, a subdivision

CASSIN CASSIN & JOSEPH LLP in Travis County, Texas according to
the map or plat thereof recorded in
711 Third Avenue

New York, New York 10017 fffc’ %lfaifs 525;5 IT(;i:;e et Records
Attn Deborah A Franzblau, Esq Y

FIRST DEED OF TRUST, ASSIGNMENT OF REN'S, SECURITY AGREEMENT AND
FIXTURE FILING

Between

SAN ANTONIO ALTERNATIVE HOUSING CORPORATION NO 15,2
Texas non-profit corporation
(“Trustor’”)

to

JUAN A CAVAZOS
as Trustee
(““Trustee™)

for the benefit of

AUSTIN HOUSING FINANCE CORPORATION, a
housing finance corporation duly orgamzed and validly
existing under the laws of the State of Texas
(“Beneficiary”)

Dated as of May 31, 2007

THIS DEED OF TRUST SECURES DEBT THAT INCLUDES FUTURE ADVANCES BY
BENEFICIARY TO TRUSTOR (EACH AS DEFINED HEREIN)

To the Register of Deeds  File this document as a Deed of Trust and as a UCC Fixture Filing  The name
of the rccord owner 1s the party defined as “Trustor” herein

Meadowood Apartments
9601 Middle Fiskville Road
Travis County

Austin, Texas 78753
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FIRST DEED OF TRUST, ASSIGNMENT OF RENTS, SECURITY AGREEMENT AND
FIXTURE FILING

THIS FIRST DEED OF TRUST, ASSIGNMENT OF RENTS, SECURILY
AGREEMENT AND FIXTURE FILING dated as of May 31, 2007 (together with any
amendments or modifications hereto in effect from tume to time, the “Deed of Trust”), between
SAN ANTONIO ALTERNATIVE HOUSING CORPORATION NO 15, a Texas non-profit
corporation, having an office at c¢/o San Antonio Alternative Housing Corporation, 1215 South
Trintty Street, San Antonio, Texas 78207 (“Trustor”), to JUAN A CAVAZOS, as Trustee,
having an office at 7373 Broadway, Suite 105, San Antonio, Bexar County, Texas 78209
(“Trustee™) for the benefit of the AUSTIN HOUSING FINANCE CORPORATION, a
housing finance corporation duly orgamzed and validly existing under the laws of the State of
Texas, having an office at The Street-Jones Building, 1000 East 11" Street, 2™ Floor, Austin,
Texas 78702 (together with 1ts successors and assigns, the “Beneficiary™)

WITNESSETH

WHEREAS, Trustor 1s indebted to Beneficiary 1n the principal sum of $
(the *Loan”), or so much thereof as shall be advanced pursuant to the Loan Agreement (as
defined below), together with nterest thereon, as evidenced by those two (2) certain Multifanuly
Notes dated May 31, 2007 (collectively, the “Note™), each of which 1s due n full on the Maturity
Date (as defined in the Note), and

WHEREAS, the Loan 1s being funded from the proceeds of the sale of certain bonds of
Beneficiary entitled $ Austin Housing Finance Corporation Multifamuly Housing
Revenue Bonds (Meadowood Apartments Project), Series 2007A, and $ Austin
Housing Finance Corporation Multifamily Housing Revenue Bonds (Mcadowood Apartments
Project), Taxable Series 20078 (collectively, the “Bonds™),

WHEREAS, Trustor 1s the holder of title in fee simple mn and to that certain tract of land
located 1n Austin, Travis County, Texas, as more particularly described in Exhibit A attached
hereto and made a part hereof (the “Real Estate™), and

WHEREAS, to induce Beneficiary to make the Loan and to secure payment of the Note
and the other obligations described below, Trustor has agreed to execute and defiver this Deed of
Trust to Trustee for the benefit of Beneficiary

GRANTING CLAUSES

NOW, THEREFORE, to secure to Beneficiary (1) the repayment of all sums due under
this Deed of Trust, the Note (and all extensions, renewals, replacements and amendments
thereof), that certain Loan Agreement dated as of May 1, 2007 between Trustor and Beneficiary
(the “Loan Agreement™) and the other Loan Documents and Bond Documents (as such terms are
defined mn that certain Trust Indenture of even date herewith between Beneficiary and
AMERICAN NATIONAL BANK, a national association formed and existing under the laws of
the United States (the “Bond Trustee™)), (un)the performance of all terms, conditions and
covenants set forth in the Loan Documents, (1) the repayment of all sums due or that may
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become due under or 1n connection with any present or future agreements relating to the Note
obligations between Trustor and Beneficiary, (1v) the payment of all costs and expenses of
Beneficiary (including reasonable attorneys’ fees) m the coliection of sums due under the Note
(subsections (1), (1), (1) and (1v) collectively, the “Liabilities™), Trustor hereby irrevocably
deeds, gives, grants, bargains, sells, alienates, conveys, confirms, pledges, assigns and grants to
Trustee, 1ts successors and assigns, n trust, with power of sale for the benefit of Beneficiary all
of Trustor’s nght, title and nterest now owned or hereafter acquired in and to each of the
following (collectively, the “Property™)

(A)  All of Trustor’s estate, right, title (including any after-acquired title, whether fee
title or otherwise), and interest 1n and to the Real Estate,

{B)  Any and all buildings and improvements now or hereafter erected on, under or
over the Real Estate which are or become part of the Real Estate (the “Improvements™),

(C)  Any and all fixtures, machinery, equipment and other articles of real, personal or
mixed property, belonging to Trustor, at any time now or hercafter nstalled 1n, attached to or
situated 1n or upon the Real Estate, or the builldings and improvements now or hereafter erected
thereon, or used or intended to be used n connection with the Real Estate, or in the operation of
the buildings and improvements, plant, busmess or dwelling situate thereon, whether or not such
real, personal or mixed property 1s or shall be affixed thereto, and all replacements, substitutions
and proceeds of the foregomg (all of the foregoing heremn called the “Service Equipment”),
includimg without imutation (1) all appliances, furniture and furnishings, all articles of mterior
decoration, floor, wall and window coverings, all office, restaurant, bar, kitchen and laundry
fixtures, utensils, apphances and equipment, all supplies, tools and accessories, all storm and
screen windows, shutters, doors, decorations, awnings, shades, blinds, signs, trees, shrubbery and
other plantings, (u)all building service fixtures, machmery and equipment of any kind
whatsoever, all lighting, heating, ventlating, air-conditioning, refrigerating, sprinkhng,
plumbing, security, wrigating, cleaning, incinerating, waste disposal, communications, alarm, fire
prevention and extinguishing systems, fixtures, apparatus, machmery and equipment, all
elevators, escalators, lifts, cranes, hoists and platforms, all pipes, conduits, pumps, boilers, tanks,
motors, engines, furnaces and compressors, all dynamos, transformers and generators, (1) all
building materials, building machinery and building equipment delivered on site to the Real
Estate during the course of, or in connection with, any construction or repair or renovation of the
builldings and mmprovements, (1v) all parts, fittings, accessories, accessions, substitutions and
replacements therefor and thereof, and (v) all files, books, ledgers, reports and records relating to
any of the foregong,

(D) Any and all leases, subleases, tenancies, licenscs, occupancy agreements oOr
agreements to lease all or any portion of the Real Estate, Improvements, Service Equipment or
all or any other portion of the Property and all extensions, renewals, amendments, modifications
and replacements thereof, and any options, nghts of first refusal or guarantees relating thereto
(collectively, the “Leases™), all rents, mncome, recetpts, revenues, securtty deposits, escrow
accounts, reserves, 1ssues, profits, awards and payments of any kind payable under the Leases or
otherwise ansing from the Real Estate, Improvements, Service Equipment or all or any other
portion of the Property, including, without limitation, mimumum rents, additional rents,
percentage rents, parking, maintenance and deficiency rents (collectively, the “Rents”), ail of the
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following personal property (collectively referred to as the “Contracts™) all accounts, general
intangibles and contract rights (including any right to payment thereunder, whether or not earned
by performance) of any nature relating to the Real Estate, Improvements, Service Equipment or
all or any other portion of the Property or the use, occupancy, mamtenance, construction, repair
or operation thereof, all management agreements, franchise agieements, vtility agreements and
deposits, building service contracts, mamntenance contiacts, consttuction contracts and architect’s
agreements, all maps, plans, surveys and specifications, all warranties and guaranties, all
permuts, licenses and approvals, and all insurance policies, books of account and other
documents, of whatever kind or character, relating to the use, construction upon, occupancy,
leasing, sale or operation of the Real Estate, Improvements, Service Equipment or all or any
other portion of the Property,

(E)  Any and all estates, nghts, tenements, hercditaments, privileges, easements,
reversions, remainders and appurtenances of any kind bencfiting or appurtenant to the Real
Estate, Improvements or all or any other portion of the Property, all means of access to and from
the Real Estate, Improvements or all or any other portion of the Property, whether public or
private, all streets, alleys, passages, ways, water courses, water and mineral rights relating to the
Real Estate, Improvements or all or any other portion of the Property, all nghts of Trustor as
declarant or umit owner under any declaration of condominium or association applhcable to the
Real Estate, Improvements or all or any other portion of the Property, including, without
limitation, all development rights and special declarant rights, and all other claims or demands of
Trustor, either at law or 1n equity, 1 possession or expectancy of, mn or to the Real Estate,
Improvements or all or any other portion of the Property (all of the foregoing described 1n this
subsection E herein called the “Appurtenances’™),

(F) Any and all nights, interest and privileges which Trustor has or may have n any
developer fees, now or hereafter relating to the Property (the “Developer’s Fees”), and

(G)  Any and all “proceeds” of any of the above-described Real Estate, Improvements,
Service Equipment, Leases, Rents, Contracts and Appurtenances, which term “proceeds” shall
have the meaning given to 1t in the Umform Commercial Code, as amended (the “Code™), of the
State in which the Property 1s located (collectively, the “Procceds™) and shall additionally
include whatever 1s received upon the use, lease, sale, exchange, transfer, collection or other
uttlization or any disposition or conversion of any of the Real Estate, Improvements, Service
Equipment, Leases, Rents, Contracts and Appurtenances, voluntary or mvoluntary, whether cash
or noncash, including proceeds of insurance and condemnation awards, rental or lease payments,
accounts, chattel paper, Deed of Trusts, documents, contract rights, general mtangibles,
equipment and mventory

TO HAVE AND TO HOLD the above granted and conveyed Property, subject to the
Permitted Encumbrances (as heremnafter defined), unto and to the proper use and benefit of
Beneficiary, 1ts successors and assigns, forever

PROVIDED ALWAYS, and these presents are upon the express condition, that 1if (1) all
the Liabihities, including, without himitation, all termination payments and any other amounts, 1f
any, due under or in connection with any swap agreements or the Note secured hereunder, are
pard in full, and (1) each and every representation, warranty, agreement and covenant of this
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Deed of Trust and the other Loan Documents are complied with and abided by, this Deed of .
Trust shall be released of record by Beneficiary

The terms of the Loan Documents are hereby made a part of this Deed of Trust to the
same extent and with the same effect as 1f fully set forth herein  All capitahized terms not
otherwise defined herein shall have the meaning ascribed to them 1n the Loan Documents

AND Trustor covenants and agrees with and represents to Beneficiary as follows

ARTICLE |

FUTURE ADVANCES

This Deed of Trust shall secure any additional loans as well as any and all present or
future advances and readvances under the Liabilities made by Beneficiary to or for the benefit of
Trustor or the Property (whether such advances are obligatory or are made at the option of
Beneficiary or otherwise), including, without lumtation, (1) principal, interest, late charges, fees
and other amounts due under the Liabilities or this Deed of Trust, (n)all advances by
Beneficiary to Trustor or any other person to pay costs of ecrection, construction, alteration,
repair, restoration, maintenance and completion of any 1mprovements on the Property, (1) all
advances made or costs incurred by Beneficiary for the payment of real estate taxes, assessments
or other governmental charges, mamtenance charges, msurance premiums, appraisal charges,
environmental inspection, audit, testing or comphance costs, and costs incurred by Beneficiary
for the enforcement and protection of the Property or the lien of this Deed of Trust, and (1v) all
legal fees, costs and other expenses mcurred by Beneficiary by reason of any default or
otherwise 1n connection with the Liabilities

ARTICLE II

REPRESENTATIONS, WARRANTIES AND COVENANTS

Section 2,01 Payment and Performance Trustor shall (a) pay to Beneficiary all sums
required to be paid by Trustor under the Loan Documents, in accordance with their stated terms
and conditions, (b) perform and comply with all terms, conditions and covenants set forth in each
of the Loan Documents by which Trustor 1s bound, and (c) perform and comply with all of
Trustor’s obligations and duties as landlord under any Leases

Section 2 02 Sessin and Warranty Trustor hereby warrants that (a) Trustor has good
and indefeasible title to the Property, (b) Trustor has the right, full power and lawful authonty to
grant, convey and assign the same to Beneficiary in the manner and form set forth herein, and
(c) this Deed of Trust 1s a valid and enforceable secunty conveyance of Property subject only to
the ttems as shown on Schedule B of that certain Commitment for Title Insurance issued by
Presidio Title LLC, as agent for Lawyers Title Insurance Corporation No 105025, and any other
liens, easements, nghts of way, covenants, restrictions, encumbrances and other matters affecting
title to the Property approved m wrniting by Beneficiary (collectively, the “Permutted
Encumbrances™) Trustor hereby covenants that Trustor shall (1) preserve such title and the
validity and prionty of thuis Deed of Trust and shall forever warrant and defend the same to
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Beneficiary against all lawful claims whatsoever, and (11) execute, acknowledge and deliver all
such further documents or assurances as may at any time heicafter be required by Beneficiary to
protect fully this Deed of Trust

Section 2 03 Insurance

(a) Trustor shall obtain and mamtain at all times throughout the term of this
Deed of Trust the following insurance (1) comprehensive general public hability
mnsurance covering all operations of Trustor, (11) “ISO Broad Form” fire and extended
coverage hazard insurance (nonreporting Commercial Property Pohcy with Special Cause
of Loss form) covering the Property 1n an aggregate amount not less than 100% of the
agreed-upon full insurable replacement value of the Property (and with not more than a
$10,000 deductible from the loss payable for any casualty), including coverage for loss of
rents or busiess interruption, (111) during the course of any construction, reconstruction,
remodeling or repair of any Improvements, builders’ all-nsk extended coverage insurance
(nonreporting Completed Value with Special Cause of Loss form) 1n amounts based upon
the completed replacement value of the Improvements (excluding roads, foundations,
parking areas, paths, walkways and hke improvements) and endorsed to provide that
occupancy by any person shall not void such coverage, (1v) if, pursuant to the Loan
Agreement, the Property 1s required to be mnsured pursuant to the National Flood
Insurance Reform Act of 1994, and the regulations promulgated thereunder, flood
msurance m an amount at least equal to the lesser of the agreed-upon full msurable
replacement value of the Property (less any value attributable to the Real Estate) or the
maximum Lmit of coverage available, (v) insurance which complies with the workers’
compensation and employers’ liability laws of all states in which Trustor shall be
required to maintain such insurance, and (vi) such other insurance as Beneficiary may
reasonably require

(b) Each msurance policy required under this Section shall (1) be wnitten by an
insurance company authorized or licensed to do business i the state within which the
Property 1s focated having an Alfred M Best Company, Inc rating of “A-V” or better and
a financial size category of not less than IX, (1) be for terms of a least one year, with
premium prepaid, (i) be subject to the reasonable approval of Beneficiary as to
insurance companies, amounts, content, forms of policies and expiration dates, and
(1v) name Beneficiary, its successors and assigns (A) as an additional msured under all
hability insurance policies, and (B)as the first mortgagee, under a standard
noncontributory mortgagee clause, on all property insurance policies and all loss of rents
or loss of business income msurance policies

(c) Trustor further agrees that each msurance policy (1) shall provide at least
30 days’ prior written notice to Beneficiary prior to any policy reduction or cancellation
for any reason, (u) shall contain an endorsement or agreement by the insurer that any loss
shall be payable to Beneficiary, as mortgagee, 1n accordance with the terms of such
policy, notwithstanding any act or negligence of Trustor which might otherwise result in
forfeiture of such nsurance, (111) shall warve all rights of setoff, counterclaim, deduction
or subrogation agamst Trustor, and (1v) shall exclude Beneficiary from the operation of
any comsurance clause
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(d) At least 15 days prior to the expiration of any insurance pohcy, Trustor
shall furnish evidence satisfactory to Beneficiary that such policy has been renewed or
replaced or 1s no longer required

(e) Notwithstanding the foregoing, in the event that Trustor fails to mamtain
msurance n accordance with this Section 2 03 by reason of the failure of Trustor to
comply with the provisions of Sections 2 03(c) and (d) hereof, and Beneficiary elects to
obtain msurance to protect its interests hereunder, Beneficiary may obtain insurance n
any amount and of any type Beneficiary deems appropriate to protect Beneficiary’s
mnterest only and Beneficiary shall have no duty or obligation to Trustor to mantain
msurance 1 any greater amount or of any other type for the benefit of Trustor All
insurance premiums mncurred or paid by Beneficiary shall be at Trustor’s sole cost and
expense 1 accordance with Article I hereof Beneficiary’s election to obtamn msurance
shall not be deemed to waive any Event of Default (as heretnatter defined) hereunder

Section 2 04 Taxes and Other Charges Trustor shall promptly pay and discharge all
taxes, assessments, water and sewer rents, and other governmental charges imposed upon the
Property when due, but in no event after interest or penalties commence to accrue thereon or
become a lien upon the Property Notwithstanding the foregoing, Trustor shall have the right to
contest, at 1ts own expense, by appropnate legal proceedings conducted 1n good faith and with
due diligence, the amount or vahdity of such taxes, assessments, water and sewer rents, or other
governmental charges, provided that (a) Trustor has established on 1ts books or by deposit of
cash with Beneficiary, at the option of Beneficiary, a reserve for the payment thereof in such
amount as Beneficiary may require, and (b) such contest operates to prevent collection, stay any
proceedings which may be nstituted to enforce payment of such item, and prevent a sale of the
Property to pay such item Trustor shall promptly provide to Benefictary, upon request, copies
of receipted tax bills, canceled checks or other evidence satisfactory to Beneficiary evidencing
that such taxes, assessments, water and sewer rents, and other governmental charges have been
timely paid Trustor shall not claim or demand or be entitled to any credit on account of the
Liabilities for any part of the taxes paid with respect to the Property or any part thereof and no
deduction shall otherwise be made or claimed from the taxable value of the Property, or any part
thereof, by reason of this Deed of Trust

Section 2 05 Escrows Trustor shall pay to Beneficiary at the time each mstallment 1s
due under the Note, a sum equal to the premiums which will next become due on the insurance
policies required by this Deed of Trust, in an amount as estimated by Beneficiary, less all sums
already paid therefor or deposited with Beneficiary for the payment thereof, divided by the
number of payments to become due before one month prior to the date when such taxes and
assessments and/or premiums, as applicable, will become due, such sums to be held by
Beneficiary to pay the same when due If such escrow funds are not sufficient to pay such
imsurance premiums, as the same become due, Trustor shall pay to Beneficiary, upon request,
such additional amounts as Beneficiary shall estimate to be sufficient to make up any deficiency
No amount paid to Beneficiary hereunder shall be deemed to be trust funds but may be
commingled with general funds of Beneficiary, and no interest shall be payable thereon Upon
the occurrence of an Event of Default, Beneficiary shall have the right, at its sole discretion, to
apply any amounts so held against the Liabihities
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Section 2.06 Transfer of Title Without the prior wrnitten consent of Beneficiary in
each nstance, Trustor shall not cause or permit any Transfer of the Property or any part thereof,
whether voluntarily, mvoluntanly or by operation of law, nor shall Trustor enter nto any
agreement or transaction to Transfer, or accomphsh 1n form or substance a Transfer, of the
Property A “Transfer” of the Property includes (a)the direct or indirect sale, transfer or
conveyance of the Property or any portion thereof or imterest therein, except for Permitted
Encumbrances, the Leases and except as expressly permitted heremn or in the Regulatory
Agreement, (b) the execution of an installment sale contract or similar Deed of Trust affecting all
or any portion of the Property, (c) the transfer of any ownership interest in Trustor, and (d) an
agreement by Trustor leasing all or a substantial part of the Property for other than actual
occupancy by a space tenant thereunder or a sale, assignment or other transfer of or the grant of a
security interest 1 and to any Leases

Section 2 07. No Encumbrances Except for the Permitted Encumbrances, Trustor
shall not create or permut to exist any mortgage, pledge, lien, security interest (including, without
limitation, a purchase money security mterest), encumbrance, attachment, levy, distraint or other
judicial process on or agamst the Property or any part thereof (including, without hmitation,
fixtures and other personalty), whether superior or inferior to the hen of this Deed of Trust,
without the prior written consent of Beneficiary If any such lien or encumbrance 1s filed
without Trustor’s consent, Trustor shall satisfy, discharge or transfer such lien or encumbrance to
bond or other security within 30 days after written demand by Benefictary

Section 2 08 Removal of Fixtures Trustor shall not remove or permit to be removed
from the Properly any fixtures presently or in the future owned by Trustor as the term “fixtures”
18 defined by the law of the state where the Property is located (unless such fixtures have been
replaced with sinmlar fixtures of equal or greater utility and value or Beneficiary has consented to
the removal of same)

Section 2 09. Maintenance and Repair, Alterations

(a) Trustor shall (1) abstain from and not permit the commussion of waste 1n or
about the Property, (u) keep the Property, at Trustor’s own cost and expense, in good
repair, working order and condition, (in1) make or cause to be made, as and when
necessary, all repairs and replacements, whether or not inswmance proceeds are available
therefor, and (1v) not remove, demolish, matenally alter, discontinue the use of, pernut to
become vacant or deserted, or otherwise dispose of all or any part of the Property All
alterations, replacements, renewals or additions made pursuant hereto shall automatically
become a part of the Property and shall be covered by the lien of this Deed of Trust

(b) Beneficiary, and any persons authorized by Beneficiary, shall have the
right, but not the obligation, to enter upon the Property at any reasonable time, with prior
notice to Trustor, to inspect and photograph 1ts condition and state of repair In the event
any such nspection reveals, in the reasonable discretion of Beneficiaty, the necessity for
any repair, alteration, replacement, cleanup or maintenance, Trustor shall, at the
discretion of Beneficiary, either (1) cause such work to be cffected promptly, or
(1) promptly establish an interest-bearing reserve fund with Beneficiary in an amount
determined by Beneficiary for the purpose of effecting such work
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Section 2 10. Compliance With Applicable Laws Trustor agrees to observe, conform
and comply, and to use reasonable efforts to cause 1ts tenants to observe, conform and comply
with all applicable federal, state, county, municipal and other governmental or
quast-governmental laws, rules, regulations, ordmances, codes, requirements, covenants,
conditions, orders, hcenses, pernuts, approvals and restrictions, mcluding, without himutation,
Environmental Laws (as defined below) and the Americans with Disabilities Act of 1990
(collectively, the “L.egal Requirements”), now or hereafter affecting all or any part of the
Property, its occupancy or the business or operations now or hereafter conducted thereon and the
personalty contained therein, within such time as required by such Legal Requirements Except
as disclosed in Article VI hereof, Trustor represents and warrants that the Property currently 1s n
comphance with all Legal Requirements applicable to the Property

Section 2 11. Damage, Destruction and Condemnation

(a) If all or any part of the Property shall be damaged or destroyed, or 1if title
to or the temporary use of the whole or any part of the Property shall be taken or
condemned by a competent authority for any public or quasi-public use or purpose
(“Condemnation™), there shall be no abatement or reduction 1n the amounts payable by
Trustor under the Loan Documents and Trustor shall continue to be obligated to make
such payments

(b) If all or any part of the Property 1s partially or totally damaged or
destroyed (a“Casualty”), Trustor shall give prompt notice thereof to Beneficiary, and
Beneficiary may make proof of loss if not made promptly by Trustor Trustor hereby
authonizes and directs any affected insurance company to make payment under such
msurance, including the return of unearned premiums, to Beneficiary instead of to
Trustor and Beneficiary jomntly, and Trustor appoints Beneficiary as Trustor’s
attorney-in-fact to endorse any draft thereof, which appointment, being for secunity, 1s
coupled with an interest and irrevocable  Beneficiary 1s hereby authornzed and
empowered by Trustor to settle, adjust or compromuse, 1n consultation with Trustor, any
claims for loss, damage or destruction to the Property Trustor shall pay all costs of
collection of msurance proceeds payable on account of such damage or destruction
Trustor shall have no claim against the insurance proceeds, or be entitled to any portion
thereof, and all nights to the mnsurance proceeds are hereby assigned to Beneficiary as
security for payment of the Liabilities Subject to the provisions of Section 2 11(d)
below, Beneficiary shall have the option, in its sole discretion, of paying or applying all
or any part of the proceeds of insurance or a condemnation award to (1) reduction of the
Liabilities, (11) restoration, replacement or repair of the Property in accordance with the
Loan Agreement and Beneficiary’s standard construction loan disbursement conditions
and requirements (“Restoration™), or (11) Trustor

(c) Immediately upon obtamnmg knowledge of the institution of any
proceeding for the Condemnation of all or any part of the Property, Trustor shall give
notice to Beneficiary Trustor shall, at its sole cost and expense, diligently prosecute any
such proceeding and shall consult with Beneficiary, 1ts attorneys and experts, and shall
cooperate with 1t 1n the defense of any such proceeding Beneficiary may participate n
any such proceeding and Trustor shall from time to time deliver to Beneficiary all Deed

{0047032),2}




®

of Trusts requested by 1t to pernmt such participatton  Trustor shall not, without
Beneficiary’s prior written consent, enter into any agreement (1) for the taking or
conveyance m lieu thereof of all or any part of the Property, or (11) to compromuse, settle
or adjust any such proceeding All awards and proceeds of Condemnation are hereby
assigned to Beneficiary, and Trustor, upon request by Beneficiary, agrees to make,
execute and deliver any additional assignments or documents necessary from time to time
to enable Beneficiary to collect the same Subject to the provisions of Section 2 11(d)
below, such awards and proceeds shall be paid or apphed by Beneficiary, in 1its sole
discretion, to (1) reduction of the Liabilities, (11) Restoration, or (111) Trustor

(d) Notwithstanding the provisions of Sections 2 11(b) and (c) above, so long
as no Event of Default has occurred and 1s continuing under this Deed of Trust, Trustor
shall be entitled (but shall not be required) to have proceeds of insurance or
Condemnation (the “Proceeds”) used for Restoration of the Improvements damaged or
destroyed by such Casualty or Condemnation, subject to the following terms and
conditions

(1) Trustor must make such election 1n writing to Beneficiary within
sixty {(60) days following the date of such casualty or taking,

(n) The Proceeds shall be deposited 1n an interest-bearing account with
Beneficiary, to be held as substitute collateral for the Liabilities, and to be
disbursed for the costs of completion, repair and restoration 1n the same manner
and subject to the same terms and conditions as the disbursement of the proceeds
of the Loan as set forth in the Loan Agreement,

(i) Trustor shall furnish evidence reasonably satisfactory to
Beneficiary that the Improvements can be completed or restored to their condition
immediately prior to the casualty for a cost not n excess of the Proceeds plus
identifiable funds of Trustor available for such purpose,

(iv)  Trustor shall submit to Beneficiary for approval the plans and
specifications for such Improvements (if different from the onginal) and the
construction contract, if any, together with such additional mformation as
Beneficiary may reasonably request to verify that Beneficiary’s security will not
be matenally impaired by reason of such use of the Proceeds, and

(v)  The balance of the Proceeds, 1f any, shall be applied to the
indebtedness secured hereby 1n reverse order of matunty

(e) In the event that any of the.Liabilities are not then payable or remain
contingent at the time any such proceeds are teceived by Beneficiary and would
otherwise be applied to the indebtedness secured hereby, then and m such event, such
proceeds may be held by Beneficiary in an mterest-bearing account (with interest payable
to Trustor) as additional collateral for such remaining unmatured or contingent Liabilities
s0 long as said Liabilities remain outstanding
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(H) Subject to the applicable provisions of the Bond Documents, Trustor shall
not be relieved of 1its duty to repair, restore, rebuild or replace the Property following
damage or destruction or partial Condemnation 1f no or madequate insurance proceeds or
condemnation awards are available to defray the cost of repair, restoration, rebuilding or
replacement

Section 2.12 Required Neotices Trustor shall notify Beneficiary within ten business
days of (a) receipt of any notice from any governmental or quasi-governmental authonty relating
to the structure, use or occupancy of the Property or alleging a violation of any Legal
Requirement, (b) a substantial change 1n the occupancy or use of all or any part of the Property,
(c) receipt of any notice from the holder of any lien or security interest 1n all or any part of the
Property, (d) commencement of any hitigation affecting or potentially affecting the financial
ability of Trustor or the value of the Property, (e) a pending or threatened Condemnation of all or
any part of the Property, (f) Casualty causing damage to all or any part of the Property,
(g) receipt of any notice with regard to any Release of Hazardous Substances (as such terms are
defined below) or any other environmental matter affecting the Property or Trustor’s mterest
therein, (h) receipt of any request for information, demand letter or notification of potential
liabihty from any entity relating to potential responsibility for mvestigation or cleanup of
Hazardous Substances on the Property or at any other site owned or operated by Trustor,
(1) receipt of any notice from any tenant of all or any part of the Property alleging a default,
failure to perform or any right to terminate 1ts lease or to set off rents, or () receipt of any notice
of the imposition of, or of threatened or actual execution on, any lien on or security interest m all
or any part of the Property

Section 2 13. Books and Records, Inspection  Trustor shall keep and mantain
{a) complete and accurate books and records, in accordance with generally accepted accounting
principles consistently applied, reflecting all 1items of income and expense 1n connection with the
operation of the Property, and (b) copies of all written contracts, leases and other agreements
affecting the Property Beneficiary or its designated representatives shall, upon reasonable prior
notice to Trustor, have (1) the rnight of entry and free access to the Property during business hours
(which may be without notice n any case of emergency) to inspect the Property, and (11) the nght
to examine and audit all books, contracts and records of Trustor relating to the Property

Section 2 14. Rught To Reappraise Beneficiary shall have the right to conduct or have
conducted by an mdependent appraiser acceptable to Beneficiary appraisals of the Property n
form and substance satisfactory to Beneficiary at the sole cost and expense of Trustor, provided,
however, that Trustor shall not be obligated to bear the expense of such appraisals so long as
(a) no Event of Default exists, and (b) such appraisals are not required by applicable law, rule or
regulation of any governmental authority having junisdiction over Beneficiary The cost of such
appraisals, if chargeable to Trustor as aforesaid, shall be added to the Liabilities and shall be
secured by this Deed of Trust n accordance with the provisions of Article 1 hereof
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ARTICLE III

SECURITY AGREEMENT, FIXTURE FILING

This Deed of Trust constitutes a security agreement under the Code and shall be deemed
to constitute a fixture financing statement Trustor hereby grants to Beneficiary a security
interest 1n the personal and other property (other than real property) included in the Property, and
all replacements of, substitutions for, and additions to, such property, and the proceeds thereof
Beneficiary may, at Trustor’s expense, file and refile any financing or continuation statements or
other security agreements Beneficiary may reasonably require from time to time to perfect,
confirm or mantain the lien of this Deed of Trust with respect to such property Without
hmiting the foregoing, Trustor hereby wrrevocably appoints Beneficiary attorney-in-fact for
Trustor to execute, deliver and file such Deed of Trusts for or on behalf of Trustor at Trustor’s
expense, which appomntment, being for security, 1s coupled with an interest and shall be
irrevocable  With respect to goods that become fixtures after the recording of this Deed of Trust
and before the completion of construction of the Improvements, this Deed of Trust 1s, and shall
be construed to be, a “Construction Deed of Trust” under the Code, and any mortgage or deed of
trust given to refinance this Deed of Trust shall be, and shall be construed to be, a deed of trust
given to refinance a construction deed of trust For purposes of perfecting the security interest in
personal property which 1s intended to become fixtures, Trustor hereby certifies as follows

(a) Trustor’s state of organization 1s Texas,

(b) Trustor’s address 1s c/o San Antonio Alternative Housing Corporation,
1215 South Trimity Street, San Antonio, Texas 78207, and

(c) Trustor’s tax 1dentification number 1s #74-2951658

Trustor authorizes Beneficiary to file a financing statement with the appropriate filing offices
the State i which Trustor 1s a registered orgamzation, without Trustor’s signature, further to
perfect the security interests granted herem

ARTICLE 1V

ASSIGNMENT OF LEASES

Trustor hereby absolutely, presently and unconditionally conveys, transfers and assigns to
Beneficiary all of Trustor’s right, title and interest, now existing or hereafter arising, in and to the
Leases and Rents Notwithstanding that this assignment 1s effective immediately, so long as no
Event of Default exists, Trustor shall have the privilege under a revocable license granted hereby
to operate and manage the Property and to collect, as they become due, but not prior to accrual,
the Rents Trustor shall receive and hold such Rents in trust as a fund to be applied, and Trustor
hereby covenants and agrees that such Rents shall be so appled, first, to the operation,
maintenance and repamr of the Property and the payment of interest, principal and other sums
becommg due under the Liabilities, before retaining and/or disbursing any part of the Rents for
any other purpose The license heren granted to Trustor shall automatically, without notice or
any other action by Beneficiary, terminate upon the occurrence of an Event of Default, and all
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Rents subsequently collected or received by Trustor shall be held n trust by Trustor for the sole
and exclusive benefit of Beneficiary Nothing contained in this Article 1V, and no collection by
Beneficiary of Rents, shall be construed as imposing on Beneficiary any of the obligations of the
lessor under the Leases

Trustor shall timely perform all of its obligations under the Leases Trustor represents
and warrants that (a) Trustor has title to and full nght to assign presently, absolutely and
unconditionally the Leases and Rents, (b) no other assignment of any interest in any of the
Leases or Rents has been made, and (c) Trustor has not accepted Rent under any Lease more
than 30 days in advance of its accrual, and payment thereof has not otherwise been forgiven,
discounted or compromised

Trustor shall not, without the prior written consent of Beneficiary (a)enter into any
single lease of all or substantially all of the Property, or (b) collect or accept rent from any tenant
of the Property for a period of more than one month in advance Any of the foregoing acts, 1f
done without the prior written consent of Assignee 11 each mstance, shail be null and void

ARTICLE V

DECLARATION OF NO OFFSET

Trustor represents to Beneficiary that Trustor has no knowledge of any offsets,
counterclaims or defenses to the Liabilities either at law or in equity Trustor shall, within five
days upon request in person or within seven days upon request by mail, furnish to Beneficiary or
Beneficiary’s designee a written statement in form satisfactory to Beneficiary confirmung the
amount due under the Liabilities and whether there are offsets or defenses against the same and,
if 50, the nature and extent thereof

ARTICLE VI

ENVIRONMENTAL MATTERS

Section 6 01 Defimtions  As used herein, “Environmental Laws” shall mean all
existing or future federal, state and local statutes, ordinances, regulations, rules, executive orders,
standards and requirements, including the requirements imposed by common law, concerning or
relating to industrial hygiene and the protection of health and the environment including, but not
limited to, (a) those relating to the generation, manufacture, storage, transportation, disposal,
release, emission or discharge of Hazardous Substances (as hereinafter defined), (b) those in
connection with the construction, fuel supply, power generation and transmission, waste disposal
or any other operations or processes relating to the Property, and (c) those relating to the
atmosphere, soil, surface and ground water, wetlands, stream sediments and vegetation on,
under, in or about the Property Any terms mentioned heremm which are defined in any
Environmental Law shall have the meanings ascribed to such terms n said laws, provided,
however, that if any of such laws are amended so as to broaden any term defined theremn, such
broader meaning shall apply subsequent to the effective date of such amendment
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Section 6.02. Representations, Warranties and Covenants Trustor represents,

warrants, covenants and agrees as follows

(a) Except as set forth in that certain environmental report accepted by
Beneficiary in connection with the making of the Loan, nerther Trustor nor the Property
or any occupant thereof 15 n violation of or subject to any existing, pending, threatened
mvestigation or inquiy by any governmental authority pertaining to any Environmental
Law Trustor shall not cause or permut the Property to be 1n violation of, or do anything
which would subject the Property to any remedial obligations under, any Environmental
Law, and shall promptly notify Beneficiary m writing of any existing, pending or
threatened investigation or inquiry by any governmental authority 1in connection with any
Environmental Law In addition, Trustor shall provide Beneficiary with copies of any
and all matenal written communications with any governmental authority in connection
with any Environmental Law, concurrently with Trustor’s giving or receiving of same

(b) Trustor has taken all reasonable steps nececssary to determine and has
determined that there has been no release, spill, discharge, leak, disposal or emission
(individually, a “Release” and, collectively, “Releases™) of any hazardous matenial,
hazardous substance or hazardous waste, ncluding gasoline, petroleum products,
cxplosives, toxic substances, mycotoxins, solid wastes and radioactive matenals
(collectively, “Hazardous Substances™) at, upon, under or within the Property The use
which Trustor or any other occupant of the Property makes or mtends to make of the
Property will not result in Release of any Hazardous Substances on or to the Property
During the term of this Deed of Trust, Trustor shall take all steps necessary to determine
whether there has been a Release of any Hazardous Substances on or to the Property and
if Trustor finds a Release has occurred, Trustor shall remove or remediate the same
promptly upon discovery at its sole cost and expense

() To the best of Trustor’s knowledge, the Property has not been used by the
present or previous owners and/or operators nor will be used n the future to refine,
produce, store, handle, transfer, process, transport, generate, manufacture, heat, treat,
recycle or dispose of Hazardous Substances

(d) The Property (1) 1s being operated and comphes with all Environmental
Laws, and all permits required thereunder have been obtained and complied with 1n all
respects, and (1) does not have any Hazardous Substances present excepting small
quantities of products, i proper storage contaners, that are used in the operation of the
commercial business of Trustor and 1ts tenants, and the usual waste products therefrom
(*Permutted Substances™)

(e) Trustor will and will use commerciaily reasonable efforts to cause 1its
tenants to operate the Property in comphance with all Environmental Laws and, other
than Permitted Substances, will not place or permit to be placed any Hazardous
Substances on the Property

() No lien has been attached to or threatened to be mmposed upon the
Property, and there 1s no basis for the imposition of any such lien based on any

{00470121,2}

13



governmental action under Environmental Laws Neither Trustor nor any other person
has been, 1s or will be mvolved mn operations at the Property which could lead to the
mmposition of environmental hability on Trustor, or on any subsequent or former owner
of the Property, or the creation of an environmental lien on the Property In the event that
any such lhen 1s filed, Trustor shall, wathin 30 days from the date that Trustor 15 given
notice of such lien {(or within such shorter period of time as 1s appropnate 1n the event
that steps have commenced to have the Property sold), either (1) pay the claim and
remove the lien from the Property, or (1) furmish a cash deposit, bond or other secunty
satisfactory in form and substance to Beneficiary 1n an amount sufficient to discharge the
claim out of which the len arises

Section 6 03. Raght To Inspect and Cure Beneficiary shall have the right to conduct
or have conducted by 1ts agents or contractors such environmental inspections, audits and tests as
Beneficiary shall deem necessary or advisable from time to time at the sole cost and expense of
Trustor, provided, however, that Trustor shall not be obligated to bear the expense of such
environmental mspections, audits and tests so long as (a)no Event of Default exists, and
(b) Beneficiary has no cause to believe 1n 1ts reasonable yjudgment that there has been a Release
or threatened Release of Hazardous Substances at the Property or that Trustor or the Property 1s
in violatton of any Environmental Law The cost of such inspections, audits and tests, 1f
chargeable to Trustor as aforesaid, shall be added to the Liabilities and shall be secured by this
Deed of Trust Trustor shall, and shall use reasonable efforts to cause each tenant of the Property
to, cooperate with such inspection efforts, such cooperation shall include, without hmitation,
supplymg all mformation requested concerning the operations conducted and Hazardous
Substances located at the Property In the event that Trustor fails to comply with any
Environmental Law, Beneficiary may, in addition to any of its other remedies under this Deed of
Trust, cause the Property to be in comphance with such laws and the cost of such comphance
shall be added to the sums secured by this Deed of Trust in accordance with the provisions of
Article 1 hereof

ARTICLE VII

EVENTS OF DEFAULT
Each of the following shall constitute a default (each, an “Event of Default”) hereunder

(a) Nonpayment when due of any sum required to be paid to Beneficiary
under the Note (giving effect to any notice and period of grace provided therem),

(b) A breach of any covenant contamed 1 Section 203, 204, 206, 207 or
10 14 hereof,

() A breach by Trustor of any other term, covenant, condition, oblhigation or
agreement under this Decd of Trust and the continuance of such breach for a period of
30 days after written notice thereof shall have been given to Trustor,

(d) An Event of Default under any of the other Loan Documents not cured as
provided theren,
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(e) Any representation or warranty made by Trustor or by any guarantor 1n
any Loan Document or to induce Beneficiary to enter into the transactions contemplated
hereunder shall prove to be false, incorrect or misleading in any materal respect as of the
date when made,

3] The filing by or against Trustor or any guarantor of a petition seeking
relief, or the granting of relief, under the Federal Bankruptcy Code or any simular federal
or state statute, any assignment for the benefit of creditors made by Trustor or any
guarantor, the appointment of a custodian, receiver, hquidator or trustee for Trustor or
any guarantor or for any of the property of Trustor or any guarantor, or any action by
Trustor or any guarantor to effect any of the foregoing, or 1f Trustor or any guarantor
becomes nsolvent (however defined) or 1s not paying its debts generally as they become
due,

(g) The death, dissolution, lhiquidation, merger, consohdation or
reorganization of Trustor or any guarantor of the Liabilities or the institution of any
proceeding to effect any of the foregomng,

(h) The filing, entry or 1ssuance of any judgment, execution, garmshment,
attachment, distraint or lien against Trustor o1 the Property, subject to the provisions of
Section 2 07 hereof, 1f applicable, and

Q)] A default under any other loan from the Beneficiary to Trustor or under
any other obligation secured by the Property or any part thereof continuing beyond any
applicable notice and grace periods

ARTICLE VII1

REMEDIES

Section 8 01. Acceleration, Remedies At any time during the existence of an Event of
Default, Beneficiary, at Beneficiary’s option, may declare the Liabilities to be immediately due
and payable without further demand, and may invoke the power of sale and any other remedies
pernutted by Texas law or provided in this Deed of Trust or in any other Loan Document
Trustor acknowledges that the power of sale granted 1n this Deed of Trust may be exercised by
Beneficiary without prior judicial hearmg Beneficiary shall be entitled to collect all costs and
expenses mcurred 1n pursuing such remedies, including attorneys’ fees, costs of documentary
evidence, abstracts and title reports

(a) If Beneficiary mvokes the power of sale, Beneficiary may, by and through
the Trustee, or otherwise, sell or offer for sale the Property in such portions, order and
parcels as Beneficiary may determne, with or without having first taken possession of
the Property, to the highest bidder for cash at public auction Such sale shall be made at
the courthouse door of the county 1 which all or any part of the Real Estate to be sold 1s
situated (whether the parts or parcel, 1f any, situated in different counties are contiguous
or not, and without the necessity of having any Service Equipment present at such sale)
on the first Tuesday of any month between the hours of 10 00 am and 4 00 p m, after

100470121 2}
15



advertising the time, place and terms of sale and that portion of the Property to be sold by
posting or causing to be posted wntten or printed notice of sale at least twenty-one (21)
days before the date of the sale at the courthouse door of the county in which the sale 1s
to be made and at the courthouse door of any other county 1n which a portion of the Real
Estate may be situated, and by filing such notice with the County Clerk(s) of the
county(s) in which all or a portion of the Real Estate may be situated, which notice may
be posted and filed by the Trustee acting, or by any person acting for the Trustee, and
Beneficiary has, at least twenty-one (21) days before the date of the sale, served wnitten
or printed notice of the proposed sale by certified mail on each debtor obligated to pay
the Liabilities according to Beneficiary’s records by the deposit of such notice, enclosed
n a postpaid wrapper, properly addressed to such debtor at debtor’s most recent address
as shown by Beneficiary’s records, 1n a post office or official depository under the care
and custody of the United States Postal Service The affidavit of any person having
knowledge of the facts to the effect that such service was completed shall be prima facie
evidence of the fact of service

(b)  Trustee shall deliver to the purchaser at the sale, within a reasonable time
after the sale, a deed conveying the Property so sold in fee simple with covenants of
general warranty Trustor covenants and agrees to defend generally the purchaser’s title
to the Property against all claims and demands The recitals 1n Trustee’s deed shall be
prima facie evidence of the truth of the statements contained n those recitals Trustee
shall apply the procceds of the sale 1n the followmg order (1) to all reasonable costs and
expenses of the sale, including reasonable Trustee’s fees not to exceed 5% of the gross
sales price, attorneys’ fees and costs of title evidence, (11) to the Liabilities 1n such order
as Beneficiary, in Beneficiary’s discretion, directs, and (i) the excess, 1f any, to the
person or persons legally entitled to the excess

(c) If all or any part of the Property 1s sold pursuant to this Section 8, Trustor
will be divested of any and all interest and claim to the Property, including any interest or
claim to all insurance policies, utiity deposits, bonds, loan commitments and other
intangible property included as a part of the Property Additionally, after a sale of all or
any part of the Real Estate, Improvements, and Service Equipment, Trustor will be
considered a tenant at sufferance of the purchaser of the same, and the purchaser shail be
entitled to 1mmediate possession of such property If Trustor shall fail to vacate the
Property immediately, the purchaser may and shall have the right, without further notice
to Trustor, to go Into any justice court in any precinct or county in which the Property 1s
located and file an action in forcible entry and detainer, which action shall he against
Trustor or 1its assigns or legal representatives, as a tenant at sufferance This remedy 15
cumulative of any and all remedies the purchaser may have under this Deed of Trust or
otherwise

(d) In any action for a deficiency after a foreclosure under this Deed of Trust,
if any person against whom recovery 1s sought requests the court m which the action 1s
pending to determine the fair market value of the Property, as of the date of the
foreclosure sale, the following shall be the basis of the court’s determmation of fair
market value
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(1) the Property shall be valued “as 1s” and 1n 1ts condition as of the
date of foreclosure, and no assumption of increased value because of post-
foreclosure repairs, refurbishment, restorations or improvements shall be made,

(11) any adverse effect on the marketability of title because of the
foreclosure or because of any other title condition not existing as of the date of
this Deed of Trust shall be considered,

(i)  the valuation of the Property shall be based upon an assumption
that the foreclosure purchaser desires a prompt resale of the Property for cash
within a six month-period after foreclosure,

(1v)  although the Property may be disposed of more quickly by the
foreclosure purchaser, the gross valuation of the Property as of the date of
foreclosure shall be discounted for a hypothetical reasonable holding period (not
to exceed 6 months) at a monthly rate equal to the average monthly nterest rate
on the Note for the twelve months before the date of foreclosure,

(v) the gross valuation of the Property as of the date of foreclosure
shall be further discounted and reduced by rcasonable estimated costs of
disposition, including brokerage commussions, ttle policy premums,
environmental assessment and clean-up costs, tax and assessment, prorations,
costs to comply with legal requirements and attorneys’ fees,

(vi)  expert opmion testimony shall be considered only from a licensed
appraiser certified by the State of Texas and, to the extent permitted under Texas
law, a member of the Appraisal Institute, having at least five years’ experience 1n
appraising property similar to the Property in the county where the Property 1s
located, and who has conducted and prepared a complete written appraisal of the
Property taking into considerations the factors set forth in this Deed of Trust, no
expert opinion testimony shall be considered without such written apprazisal,

(vi1) ewvidence of compatable sales shall be considered only 1if also
included n the expert opmion testimony and written appraisal referred to m

subsection (v1), above, and

(vin) an affidavit executed by. Beneficiary to the effect that the
foreclosure bid accepted by Trustee was equal to or greater than the value of the
Property determined by Beneficiary based upon the factors and methods set forth
in subsections (1) through (vi1) above before the foreclosure shall constitute pr una

Jacie evidence that the foreclosure bid was equal to or greater than the fair market

value of the Property on the foreclosure date

(e) Beneficiary may, at Beneficiary’s option, comply with these provisions

the manner permuitted or required by Title 5, Section 51 002 of the Texas Property Code
(relating to the sale of real estate} or by Chapter 9 of the Texas Business and Commerce
Code (relating to the sale of collateral after default by a debtor), as those titles and
chapters now exist or may be amended or succeeded n the future, or by any other present
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or future articles or enactments relating to same subject Unless expressly excluded, the
Property shall include Rents collected before a foreclosure sale, but attributable to the
peniod following the foreclosure sale, and Trustor shall pay such Rents to the purchaser at
such sale At any such sale

)] whether made under the power contamned n this Deed of Trust,
Section 51 002 of the Texas Property Code, Chapter 9 of the Texas Business and
Commerce Code, any other legal requirement or by wvirtue of any judicial
proceedings or any other legal right, remedy or recourse, 1t shall not be necessary
for Trustee to have physically present, or to have constructive possession of, the
Property (Trustor shall deliver to Trustee any portion of the Property not actually
or constructively possessed by Trustee immediately upon demand by Trustee) and
the title to and right of possession of any such property shall pass to the purchaser
as completely as if the property had been actually present and delivered to the
purchaser at the sale,

(n)  each Deed of Trust of conveyance executed by Trustee shall
contain a general warranty of title, binding upon Trustor,

(i)  the recitals contained 1n any Deed of Trust of conveyance made by
Trustee shall conclusively establish the truth and accuracy of the matters recited
in the Deed of Trust, wmcluding nonpayment of the Liabilittes and the
advertisement and conduct of the sale in the manner provided 1n this Deed of
Trust and otherwise by law and the appointment of any successor Trustee,

(1v)  all prerequisites to the vahdity of the sale shall be conclusively
presumed to have been satisfied,

(v) the receipt of Trustee or of such other party or officer making the
sale shall be sufficient to discharge to the purchaser or purchasers for such
purchaser(s)’ purchase money, and no such purchaser or purchasers, or such
purchaser(s)’ assigns or personal representatives, shall thereafter be obligated to
see to the application of such purchase money or be in any way answerable for
any loss, misapplication or non-application of such purchase money,

(vi)  to the fullest extent permutted by law, Trustor shall be completely
and rrevocably divested of all of Trustor’s right, title, interest, claim and demand
whatsoever, etther at law or 1n equity, 1n and to the property sold, and such sale
shall be a perpetual bar to any claim to all or any part of the property sold, both at
law and 1n equity, against Trustor and aganst any person claiming by, through or
under Trustor, and

(vi))  to the extent and under such circumstances as are permitted by law,
Beneficiary may be a purchaser at any such sale

Section 8 02 Release Upon payment of the Liabilities, Beneficiary shall release this
Deed of Trust Trustor shall pay Beneficiary’s reasonable costs incurred in releasing this Deed
of Trust
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Section 8 03. Trustee

(a) Trustee may resign by giving of notice of such resignation m writing to
Beneficrary If Trustee shall die, resign or become disqualified from acting under this
Deed of Trust or shall fail or refuse to act in accotdance with this Deed of Trust when
requested by Beneficiary or if for any reason and without cause Beneficiary shall prefer
to appoint a substitute trustee to act instead of the original Trustee named 1n this Deed of
Trust or any prior successor or substitute trustce, Beneficiary shall have full power to
appoint a substitute trustee and, if preferred, several substitute trustees in succession who
shall succeed to all the estate, rights, powers and duties of the original Trustee named n
this Deed of Trust  Such appointment may be executed by an authorized officer, agent or
attorney-in-fact of Beneficiary (whether acting pursuant to a power of attorney or
otherwise), and such appomtment shall be conclusively presumed to be executed with
authority and shall be valid and sufficient without proof of any action by Beneficiary

(b) Any successor Trustee appointed pursuant to this Section shall, without
any further act, deed or conveyance, become vested with zall the estates, properties, rights,
powers and trusts of the predecessor Trustee with like effect as 1f originally named as
Trustee m this Deed of Trust, but, nevertheless, upon the written request of Beneficiary
or such successor Trustee, the Trustec ceasing Lo act shall execute and deliver an Deed of
Trust transferring to such successor Trustee, all the estates, properties, rights, powers and
trusts of the Tiustec so ceasing to act, and shall-duly assign, transfer and deliver any of
the property and monies held by the Trustee ceasing to act to the successor Trustee

(c) Trustee may authorize one or more paitics to act on Trustee’s behalf to
perform the munistenial functions required of Trustee under this Deed of Trust, including
the transmittal and posting of any notices

Section 8 04 Intentionally Omtted

Section 8 05 No Fiduciary Duty Beneficiary owes no fiduciary or other special duty
to Trustor

Section 8 06 Fixture Fihng This Deed of Trust 1s also a fixture fikng under the
Uniform Commercial Code of Texas

Section 8 07. Additional Provisions Regarding Assignment of Rents  Article 1V shall
not be construed to require a pro tanfo or other reduction of the Liabilities resulting from the
assignment of Rents If the provisions of Article IV and the preceding sentence cause the
assignment of Rents in Article [V to be deemed to be an assignment for additional security only,
Beneficiary shall be entitled to all nights, benefits and remedies attendant to such collateral
assignment The assignment of Rents contained 1n Article 1V shall termiate upon the release of
this Deed of Trust .

Section 8 08 Loan Charges Trustor and Beneficiary itend at all times to comply with
the laws of the State of Texas governing the maximum rate or amount of interest payable on or 1n
connection with the Liabilties (or applicable United States federal law to the extent that 1t
permits Beneficiary to contract for, charge, take, reserve or receive a greater amount of interest
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than under Texas law) [f the applicable law 1s ever judicially interpreted so as to render
usurious any amount payable under the Note, this Deed of Trust or any other Loan Document, or
contracted for, charged, taken, reserved or received with respect to the Liabilities, or 1f
acceleration of the maturity of the Liabilities, or 1f any prepayment by Trustor results in Trustor
having paid any interest in excess of that permitted by any applicable law, then Trustor and
Beneficiary expressly intend that all excess amounts collected by Beneficiary shall be applied to
reduce the unpaid principal balance of the Liabilities (or, 1f the Liabilittes has been or would
thereby be paid in full, shall be refunded to Trustor), and the provisions of the Note, this Deed of
Trust and the other Loan Documents immediately shall be deemed reformed and the amounts
thereafter collectible under the Loan Documents reduced, without the necessity of the execution
of any new documents, so as to comply with any apphicable law, but so as to permut the recovery
of the fullest amount otherwise payable under the Loan Documents The nght to accelerate the
maturity of the Liablities does not include the right to accelerate any interest which has not
otherwise accrued on the date of such acceleration, and Beneficiary does not intend to collect any
unearned nterest in the event of acceleration All sums paid or agreed to be paid to Beneficiary
for the use, forbearance or detention of the Liabilities shall, to the extent permitted by any
applicable law, be amortized, prorated, allocated and spread throughout the full term of the
Liabilities until payment 1n full so that the rate or amount of interest on account of the Liabilities
does not exceed the applicable usury ceiling Notwithstanding any provision contained 1n the
Note, this Deed of Trust or any other Loan Document that permits the compounding of interest,
including any provision by which any accrued ntercst 1s added to the principal amount of the
Liabihties, the total amount of interest that Trustor 1s obligated to pay and Beneficiary 1s entitled
to receive with respect to the Liabilities shall not exceed the amount calculated on a simple (1 ¢,
non-compounded) mterest basis at the maximum rate on principal amounts actually advanced to
or for the account of Trustor, including all current and prior advances and any advances made
pursuant to the Deed of Trust or any other Loan Document (such as for the payment of
Impositions and simular expenses or costs)

Section 8 09 Property and Liabihty Insurance — Dehvery of Policy to Beneficiary
Notwithstanding the provisions of Section 2 03, Trustor shall not be required to deliver evidence
of any renewal policy of insurance to Beneficiary in the form of a certificate of insurance more
than 15 days prior to the expiration date of the policy then held by Beneficiary

Section 8 10 ENTIRE_AGREEMENT THIS DEED OF TRUST, THE NOTE
AND THE OTHER LOAN DOCUMENTS REPRESENT THE FINAL AGREEMENT
BETWEEN THE PARTIES AND MAY NOT BE CONTRADICTED BY EVIDENCE OF
PRIOR, CONTEMPORANEOUS OR SUBSEQUENT ORAL AGREEMENTS. THERE
ARE NO UNWRITTEN ORAL AGREEMENTS BETWEEN THE PARTIES
INDEMNITY

Section 8 11 WAIVER OF TRIAL BY JURY. TRUSTOR AND BENEFICIARY
EACH (A) COVENANTS AND AGREES NOT TO ELECT A TRIAL BY JURY WITH
RESPECT TO ANY ISSUE ARISING OUT OF THIS DEED OF TRUST OR THE
RELATIONSHIP BETWEEN THE PARTIES AS TRUSTOR AND BENEFICIARY
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
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BY JURY IS SEPARATELY GIVEN BY EACH PARTY, KNOWINGLY AND
VOLUNTARILY WITH THE BENEFIT OF COMPETENT LEGAL COUNSEL

ARTICLE IX
INDEMNITY

Section 9 01. Indemmity (a) Trustor shall pay, and shall defend, protect, indemmfy and
save harmless the Trustee and Beneficiary, their heiwrs, legal representatives, successors and
assigns, from and agamnst, all habihities, losses, damages, costs, expenses (including attorney's
fees and expenses), causes of action, suits, claims, demands or judgments of any nature arising
out of Trustor's interest 1in the Property, or the use, condition or occupancy of such property,
mcluding, without limitation, those arising from any or all of the following (A) mjury to or
death of any person, or damage to or loss of property, on the Property or on adjoining sidewalks,
streets or ways, or connected with the use, condition or occupancy thereof (not ansing directly
from the Trustee's or the Beneficiary's negligent acts (but not omssions) or willful misconduct
on or about the Property), (B) violations by Trustor of this Deed of Trust, (C) real estate taxes
and other taxes, claims and charges arising out of the ownership, leasing, use, condition or
occupancy of the Property, (D) any notices, orders, violations or penalties filed against Trustor or
imposed upon the Pioperty or any part thereof or any other property of Trustor, or, to the extent
the same relate to the transactions contemplated by this Deed of Trust, against the Trustee or the
Beneficiary (mncluding mn each case and without hmitation, any liability, expenses, loss or
damage anising out of any violation (or alleged violation) of any Environmental Law or the
existence (or alleged existence) of any Hazardous Substance on, in or under such Property and
whether or not the same shall have migrated there from adjacent properties), and (E) any action
taken or omutted fo be taken by the Trustee hereunder, but only 1f such action or omission is not
caused by the negligence of Trustee Upon the occurrence of any event giving rise to liability of
the Trustor under the indemnification contained n this Paragraph (a), the Trustee shall give the
Trustor notice of such event and a copy of any communication or document received by the
Trustee with respect to each event and Trustor shall be entitled to conduct the negotiation or
defense of any claim, cause of action, suit, demand or judgment by counsel selected by Trustor,
subject to the approval of such counsel by the Trustee in 1ts reasonable judgment The failure of
the Trustee to give the Trustor prompt notice of such occurrence shall not excuse the Trustor
from habulity under this Paragraph (a) except to the extent that such hability arose directly by
reason of the failure of the Trustee to give such notice The indemnification provided n this
Paragraph (a) shall survive the discharge, release or satisfaction of this Deed of Trust and the
payment 1n full of the Note as to any cause of action, suif, claim, demand or judgment arising
prior to such discharge, release or satisfaction This indemmification shall not extend to any
willful misconduct, gross negligence or bad faith of Trustee or Beneficiary

(b) Trustor hereby agrees to wmdemmfy and hold harmless Trustee,
Beneficiary, and their respective successors, assigns, directors, officers, shareholders, employees,
attorncys and agents (collectively the "indemnified parties") from and against any and all losscs,
damages, claims, habilities, obhigations, penalties, actions, yjudgments, suits, costs and expenses
(including without hmtation attorney's fees and disbursements) which may be imposed on,
incurred by or asserted aganst any of the mmdemnified parties 1n connection with the Property
described herein, the Note secured hereby, this Deed of Tiust, and any and all other Loan
Documents executed i connection therewith, or any transaction or matter 1n any way connecled
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with the Property described heremn, the Note secured hereby or the other Loan Documents
executed in connection therewith or 1 any manner ansing out of the use or intended use of the
proceeds of the loan evidenced by the Note secured hereby, INCLUDING LOSSES,
DAMAGES, CLAIMS, LIABILITIES, OBLIGATIONS, PENALTIES, ACTIONS,
JUDGMENTS, SUITS, COSTS OR EXPENSES ARISING FROM THE NEGLIGENCE OF
BENEFICIARY, except to the extent any such losses, damages, claims, hiabilities, obligations,
penalties, actions, judgments, suits, costs or expenses are mcurred solely as the result of the
willful misconduct, bad faith or gross neghgence of the indemmfied parties Any amount
payable 1n accordance with this paragraph (b) shall be deemed part of the indebtedness secured
hereby and shall bear interest at the rate or rates provided in the Note and be payable
immediately upon demand by Beneficiary or otherwise 1n accordance with the terms of this Deed
of Trust The indemnification provided in this Paragraph (b) shall survive the discharge,
termination, foreclosure, release or satisfaction of this Deed of Trust and the payment n full of
the Note as to any cause of action, swit, claim, demand or judgment arsing prior to such
discharge, termuination, foreclosure, release or satisfaction

ARTICLE X
MISCELLANEOUS

Section 10.01 Notices All notices and communications under this Deed of Trust shall
be in writing and shall be given by (a) hand delivery, (b) certified, first-class mail (postage
prepatd, return receipt requested), or {¢) rehiable overnight commercial courier (charges prepaid),
to the addresses listed 1n this Deed of Trust Notice shall be deemed to have been given and
received (1) 1f by hand delivery, upon delivery, (1) 1f by mail, five days after the date first
deposited 1n the U S mail, and (i) 1f by overnight courier, on the date scheduled for delivery A
party may change 1ts address by giving written notice to the other party as specified herein

Section 10 02 Remedies Cumulative The nights and remedies of Beneficiary as
provided 1n this Deed of Trust or in any other Loan Document shall be cumulative and
concurrent, may be pursued separately, successively or together, may be exercised as often as
occasion therefor shall arise, and shall be 1n addition to any other rights or remedies conferred
upon Beneficiary at law or in equity The failure, at any one or more times, of Beneficiary to
assert the nght to declare the Liabilities due, grant any extension of time for payment of the
Liabilities, take other or additional security for the payment thereof, release any security, change
any of the terms of the Loan Documents, or waive or fail to exercise any right or remedy under
any Loan Document shall not in any way affect this Deed of Trust or the rights of Beneficiary

Section 10 03 No Imphed Waiver Beneficiary shall not be deemed to have modified
or waived any of 1ts rights or remedies hereunder unless such modification or watver 1s 1n writing
and signed by Beneficiary, and then only to the extent specifically set forth therein A waiver i
one event shall not be construed as continuing or as a waiver of or bar to such right or remedy on
a subsequent cvent

Section 10,04 Partial Invahdity The invalidity or unenforceability of any one or more
provisions of this Deed of Trust shall not render any other provision invahd or unenforceable In
lieu of any invalid or unenforceable provision, there shall be added automatically a vahid and
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enforceable provision as similar in terms to such mvalid or unenforceable provision as may be
possible

Section 10 0S. Binding Effect The covenants, conditions, waivers, releases and
agreements contained 1n this Deed of Trust shall bind, and the benefits thereof shall inure to, the
parties hereto and their tespective heirs, exccutors, adnmunistrators, successors and assigns and are
mmtended and shall be held to be real covenants running with the land, provided, however, that
this Deed of Trust cannot be assigned by Trustor without the prior written consent of
Beneficiary, and any such assignment or attempted assignment by Trustor shall be void and of no
effect with respect to Beneficiary

Section 10 06 Modifications This Deed of Trust may not be supplemented, extended,
modified or terminated except by an agrcement in wrniting signed by the party agamnst whom
enforcement of any waiver, change, modification or discharge 1s sought

Section 10 07 Commercial Loan Trustor represents and warrants that the loans or
other financial accommodations included as Liabilities secured by this Deed of Trust were
obtained solely for the purpose of carrying on or acquiring a business or commercial investment
and not for restdential, consumer or household purposes

Section 10 08 Goverming Law This Deed of Trust shall be governed by and construed
in accordance with the substantive laws of the State of Texas without reference to
conflict-of-laws principles

Section 10 09 Joint and Several Liability  If Trustor consists of more than one person
or entity, the word “Trustor” shall mean each of them and thewr hability shall be joint and
several

Section 10 10. Nonmerger In the event Beneficiary shall acquire title to the Property
by conveyance from Trustor or as a result of foreclosure, this Deed of Trust shall not merge 1n
the fee estate of the Property but shall remain and continue as an existing and enforceable lien
for the Liabihities secured hereby until the same shall be released of record by Beneficiary 1n
writing

Section 10.11 Additional Usury Provisions Trustor and Beneficiary intend at all
times to comply with the laws of the State of Texas governing the maximum rate or amount of
interest payable on or in connection with the Liabihitics (or applicable Umited States federal law
to the extent that 1t permits Beneficiary to contract for, charge, take, reserve or recetve a greater
amount of interest than permits Beneficiary to contract for, charge, take, reserve or receive a
greater amount of interest than under Texas law) If the applicable law 1s ever judicially
interpreted so as to render usurious any amount payable under the Note, this Deed of Trust or
any Loan Documents, or contracted for, charged, taken, reserved or received with respect to the
Liabilities, or 1f acceleration of the maturity of the Liabilities, or 1f any prepayment by Trustor
results 1n Trustor having paid any interest in excess of that permutted by any applicable law, then
Trustor and Beneficiary expressly intend that all excess amounts collected by Beneficiary shall
be applied to reduce the unpaid principal balance of the Liabilities (or, 1f the Liabilities has been
or would thereby be paid 1n full, shall be refunded to Trustor), and the provisions of the Note,
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this Deed of Trust and the Loan Documents immediately shall be deemed reformed and the
amounts thereafter collectible under the Loan Documents reduced, without the necessity of the
execution of any new documents, so as to comply with any applicable law, but so as to permit
the recovery of the fullest amount otherwise payable under the Loan Documents The right to
accelerate the maturity of the Liabihties does not include the nght to accelerate any interest
which has not otherwise accrued on the date of such acceleration, and Beneficiary does not
intend to collect any unearned interest in the event of acceleration All sums paid or agreed to be
paid to Beneficiary for the use, forbearance or detention of the Liabihties shall, to the extent
permutted by applicable law, be amortized, prorated, allocated and spread throughout the full
term of the Liabilities until payment n full so that the rate or amount of nterest on account of
the Liabilities does not exceed the applicable usury celling  Notwithstanding any provisions
contained 1n the Note, this Deed of Trust or any Loan Documents that permuts the compounding
of interest, mncluding any provisions by which any accrued interest 1s added to the principal
amount of the Liablities, the total amount of interest that Trustor 1s obligated to pay and
Beneficiary 1s entitled to receive with respect to the Liabihitics shall not exceed the amount
calculated on a sumple (1 e, noncompounded) interest basis at the maximum rate on principal
amounts actually advanced to or for the account of Trustor, including all current and prior
advances and any advances made pursuant to the Deed of Trust or any Loan Documents (such as
for the payment of impositions and similar expenses or costs)

Section 10 12 Non-Recourse The obligations of Trustor under this Deed of Trust shall
be non-recourse to the extent provided n Section 10 0f of the Loan Agreement

Section 10 13 Extended Low-Income Housmng Commitment [f applicable, the
Beneficiary agrees that the hen of this Deed of Trust shall be subordinate to any extended low-
income housing commitment {as such term 1s defined mn Section 42(h){(6)B) of the Internal
Revenue Code) (the “Extended Use Agreement”) recorded against the Property, provided that
such Extended Use Agreement, by 1ts terms must terminate upon foreclosure under this Deed of
Trust or upon a transfer of the Property by Deed of Trust in heu of foreclosure or comparable
conversion of the Loan, in accordance with Section 42(h)(6)(E) of the Internal Revenue Code
The Trustor acknowledges and agrees that any default, Event of Default, or breach (however
such terms may be defined) under the Extended Use Agreement shall be an Event of Default
under this Deed of Trust and that any costs, damages or other amounts, including reasonable
attorneys’ fees incurred by the Beneficiary as a result of an Event of Default by the Trustor, and
any amounts paid to cure any default under the Extended Use Agreement, shall be an obligation
of the Trustor and become part of the indebtedness secured by this Deed of Trust

Section 10 14, Single Asset Trustor. Until the indebtedness secured by this Deed of
Trust 1s paid m full, Trustor (a) shall not own any real or personal property other than the
Property and personal property related to the operation and maintenance of the Property,
(b) shall not operate any business other than the management and operation of the Property, and
(c) shall not maintain 1ts asscts in a way difficult to segregate and dentify

Section 10 15 Reporting Within 120 days after the end of each fiscal year of Trustor,
Trustor shall furmsh to Beneficiary (a) a statement of mcome and expenses for Trustor’s
operation of the Property for that fiscal year, (b) a statement of changes 1n financial position of
Trustor relating to the Property for that fiscal year, (c) when requested by Beneficiary, a balance
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sheet showing all assets and habilities of Trustor relating to the Property as of the end of that
fiscal year, and (d) such other reports and information as Beneficiary may reasonably request
from time to time If Trustor’s fiscal year 1s other than the calendar year, Trustor must also
submit to Beneficiary a year-end statement of income and expenses within 120 days after the end
of the calendar year

{[Remander of page intentionally left blank]
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IN WITNESS WHEREOF, Trustor has hereunto executed this Deed of Trust as of the .
day and year first above written

TRUSTOR

SAN ANTONIO ALTERNATIVE HOUSING
CORPORATION NO. 15, a Texas non-profit corporation

By
Name Ron Radle
Title Executive Director
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STATE OF TEXAS )
88

COUNTY OF )

BEFORE ME, the undersigned, a Notary Public 1n and for said County and State, on this day
personally appeared RON RADLE, in his capacity as EXECUTIVE DIRECTOR of SAN
ANTONIO ALTERNATIVE HOUSING CORPORATION NO 15, a Texas non-profit
corporation, known to me to be the person whose name 1s subscribed to the foregoing Deed of
Trust, and, being by me first duly sworn, declared and acknowledged to me under oath that s/he
executed the same for the purposes and consideration therein expressed and in the capacity
therein stated, as the act and deed of said corporation

GIVEN UNDER MY HAND AND SEAL OF OFFICE this day of May, 2007

Notary Public in and for
County, State of
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EXHIBIT A

LEGAL DESCRIPTION
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KUTAK ROCK LLP

DRAFT 5/16/07
BOND PURCHASE AGREEMENT
May 2007
Austin Housing Finance Corporation
1000 East Eleventh Street .
Suite 200
Austin, Texas 78702
San Antonio Alternative Housing Corporation No 15
1215 South Trimty Street
San Antonio, Texas 78207
Re $ Austin Housing Finance Corporation Multifamily Housing
Revenue Bonds (Meadowood Apartments Project), Series 2007A
$ Austin Housmng Fimance Corporatton Multifamily Housing

Revenue Bonds (Meadowood Apartments Project), Taxable Series 2007B
Ladies and Gentlemen

The undersigned, Wachovia Bank, National Association (in such capacity, the “Imtial
Purchaser”), hereby offers to enter wnto this Bond Purchase Agreement (this “Purchase
Agreement”) with Austin Housing Finance Corporation (the “Issuer”) and San Antonio
Alternative Housing Corporation No 15, a Texas nonprofit corporation (the “Borrower”), for the
purchase by the Initial Purchaser and sale by the Issuer of (1} § aggregate principal
amount of the Issuer’s Multifamily Housing Revenue Bonds (Mecadowood Apartments Project),
Series 2007A (the “Senes A Bonds”) and (1) $ aggregate principal amount of the
Issuer’s Multifamily Housing Revenue Bonds (Mcadowood Apartments Project), Taxable Series
2007B (the “Series B Bonds,” and together with the Series A Bonds, the “Bonds™) This offer 1s
made subject to the acceptance by the Issuer and the Borrower ptior to 5 00 p m, Charlotte,
North Carolina time, on the date hereof, and upon such acceptance this Purchase Agreement
shall be in full force and effect in accordance with its terms and shall be binding upon the Issuer,
the Borrower and the Initial Purchaser

Section 1 Purchase Price Upon the terms and conditions and based on the
representations, warranties and covenants of the Issuer and the Borrower hereinafter set forth, the
Initial Purchaser hereby agrees to purchase from the Issuer, and the Issuer hereby agrees to sell
to the Initial Purchaser, all, but not less than all, of the Bonds at an aggregate purchase price of
$ , the par amount of the Bonds The Bonds are to be dated the date of delivery
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thereof, and are to mature, be subject to redemption prior to maturity and bear interest as set
forth in the Indenture (as defined 1n Section 2)

Section 2 Bond Documents The Bonds shall be as described 1n, and shali be 1ssued
and secured under and pursuant to, a Trust Indenture dated as of May 1, 2007 (the “Indenture™)
between the Issuer and American National Bank, as trustee (the “Trustee”) The proceeds of the
Bonds will be loaned by the Issuer to the Borrower pursuant to a Loan Agreement dated as of
May 1, 2007 (the “Loan Agreement”) The Borrower’s payment obligations under the Loan
Agreement will be evidenced by two promissory notes (the “Notes™) to be executed by the
Borrower on the heremafter defined Closing Date and secured by a First Deed of Trust,
Assignment of Rents, Security Agreement and Fixture Filing dated as of the Closing Date (the
“Mortgage™)

Section 3 Representations, Warranties and Covenants of the Issuer The Issuer
makes the following representations, warranties and covenants, all of which shall survive
dehvery of the Bonds, and agrees with the Initial Purchaser that

(a) The Issuer 1s and will be at the Closing Date duly orgamized and validly
existing as a housing finance corporation of the State of Texas with the power and
authonity under the constitution and laws of the State of Texas, to 1ssue the Bonds and to
execute, deliver and perform its obligations hereunder and under the Loan Agreement
and the Indenture, to pledge the property described mn the Indenture and to be pledged
thereby 1n the manner and to the extent therein set forth, all actions required for the
1ssuance of the Bonds and the execution and delivery of, and the performance of its
obligations under, this Purchase Agreement and under the Loan Agreement, the Indenture
and the Bonds have been, or as of the Closing Date will have been, duly and effectively
taken, this Purchase Agreement has been and the Loan Agreement and the Indenture will,
as of the Closing Date, have been duly executed, 1ssued and delivered and, assuming the
due authonzation, execution and delivery by the other parties thereto are, or will, as of
the Closing Date, be valid, binding and enforceable agreements of the Issuer, except as
the enforceabihity thereof may be limited by bankruptcy, mnsolvency or siumilar laws
affecting the enforcement of creditors’ rnights generally, and the Bonds will, as of the
Closing Date, have been duly authonzed, executed, issued and delivered, and wall
constitute, legal, valid and binding Limited obligations of the Issuer, enforceable in
accordance with their respective terms, except as the enforceability thereof may be
limited by bankruptey, insolvency or similar laws affecting the enforcement of creditors’
rights generally

(b) There 1s no action, suit, proceeding, mquiry or mvestigation at law or n
equity or before or by any court, public board or body pending, or, to the best knowledge
of the Issuer, threatened against or affecting the Issuer wherem an unfavorable decision,
ruling or finding would adversely affect (1) the transactions contemplated by, or the
validity or enforceability of, the Bonds, the Indenture, the Loan Agreement or this
Purchase Agreement or (11) the tax-exempt status of interest on the Series A Bonds

(c) The execution and dehivery by the Issuer of the Bonds, the Indenture, the
Loan Agreement and this Purchase Agreement and the performance by the Issuer of 1ts
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obligations thereunder (1)do not violate applicable provisions of the constitution,
statutory laws or regulations of the State of Texas, (11) do not violate its activating
resolution or bylaws, (111) do not breach or result in a default under any other agreement
to which 1t 1s a party, and (1v) do not violate the terms of any judicial or admimstrative
judgment, order, decrec or arbitral decision that names the Issuer and 1s specifically
directed to 1t or 1ts properties, and no approval or other action by, or filing or registration
with, any governmental authority or agency 1s required in connection therewith that has
not been obtained or accomphshed or will not be obtamed or accomphshed by the
Closing Date (provided no representation or warranty 1s expressed as to any action
required under federal or state securities or Blue Sky laws n connection with the sale of
the Bonds by the Initial Purchaser)

(d) Each of the representations of the Issuer contamned in the Loan Agreement
and 1n the Indenture are and will, as of the Closing Date, be true and correct m all
material respects and are hereby made to the Imtial Purchaser as if set forth herein

(e) The Issuer will not take or omit to take any action, which action or
omission might i any way result in the inclusion of the interest on the Seres A Bonds 1n
gross income of the owners thereof for federal income tax purposes

(H Any certificate signed by any officer or official of the Issuer and dehivered
to the Imitial Purchaser shall be decmed a representation and warranty by the Issuer as to
the statements made therein

(g) The Issuer 1s not 1n default in the payment of the principal of or mterest on
any of 1ts other indebtedness for borrowed money or under any mstrument under or
subject to which any indebtedness has been incurred and the Issuer has no knowledge that
any event has occurred or 1S continuing that, with the lapse of time or the giving of
notice, or both, would constitute an event of default under any such indebtedness or
mnstrument

Section 4 Representations, Warranfics and Covenants of the Borrower The

Borrower makes the following representations, warranties and covenants, all of which shall
survive delivery of the Bonds, and agrees with the Initial Purchaser that

(a) The Borrower 1s and will be on the Closing Date a duly organized and
validly existing nonprofit corporation 1n good standing under the laws of the State of
Texas and has full power and authority to own 1ts properties and operate 1ts business, as
presently conducted, the Borrower has taken all necessary corporate action to authorize,
execute and deliver this Purchase Agreement, and the Borrower has, or as of the Closing
Date will have, taken all necessary corporate action to authorize, execute and deliver the
Loan Agreement, the Notes and the Mortgage (this Purchase Agreement, the Loan
Agreement, the Notes and the Mortgage being referred to heremnafter collectively as the
“Borrower Documents”), the Borrower has approved the terms of the Indenture and this
Purchase Agreement has been, and the other Borrower Documents will, as of the Closing
Date, have been duly executed and delivered by the Borrower, and will constitute the
legal, vahd and bmding obligations of the Borrower, enforceable agamnst the Borrower n
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accordance with their respective terms except as the enforceability thereof may be himuted
by bankruptcy, insolvency, reorganizatton, moratorium or other sinular laws affecting the
enforcement of creditors’ rights generally and the application of general principles of
equity

(b) There 15 no action, suit, proceeding, inquiry or investigation at law or 1n
equity or before or by any court, public board or body pending, or, to the best knowledge
of the Borrower, threatened against or affecting the Borrower wheren an unfavorable
decision, ruling or finding would have a material adverse effect on the financial condition
of the Borrower or would adversely affect (1) the transactions contemplated by, or the
validity or enforceability of, the Borrower Documents, the Bonds or the Indenture or
(1) the tax-exempt status of interest on the Series A Bonds

© The execution and dehvery by the Borrower of this Purchase Agreement
and the other Borrower Documents and the performance by the Borrower of 1ts
obligations thereunder are within the corporate powers of the Borrower and (1) do not
violate provistons of statutory laws or regulations applicable to the Borrower, (i1) do not
violate 1ts articles of incorporation or bylaws and (11) do not breach or result 1n a default
under any other agreement to which 1t 1s a party

(d) The information relating to the Borrower and the Project (as defined 1in the
Indenture) provided to the Initial Purchaser 1s true and correct 1n all matenal respects

(e) Each of the Borrower’s representations and warranties contained in the
Borrower Documents are and will, as of the Closing Date, be true and correct 1n all
material respects and are hereby made to the Imitial Purchaser as if set forth herein

) The Borrower will not take or omut to take any action, which action or
omussion might mm any way result in the inclusion of interest on the Series A Bonds in
gross income of the owners thereof for federal income tax purposes

(g) Any certificate signed by any officer of the Borrower and delivered to the
Initial Purchaser shall be deemed a representation and warranty by the Borrower as to the
statements made theremn

(h) The Borrower 1s not in default in the payment of the principal of or
interest on any other of its indebtedness for borrowed money or under any 1nstrument
under or subject to which any indebtedness has been incurred and no event has occurred
and 15 continuing that, with the lapse of time or the giving of notice or both, would
constitute an event of default under any such mstrument

Section 5 Purchase of the Bonds

(a) The Imtial Purchaser agrees to purchase the Bonds for the price of
s , the par amount of the Bonds

(b) The Inttial Purchaser’s obligations under this Purchase Agreement shall be
conditioned upon the performance by the Issuer and the Borrower of their respective
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obligations to be performed hereunder and shall also be subject to the following
additional conditions

4813-4360 6785 3

) the representations and warranties of the Issuer and the Borrower
contaied heremn shall be true, complete and correct 1n all material respects on the
date hereof and as of the Closing Date as 1f made on the Closing Date,

(n)  as of the Closing Date, (A) this Purchase Agreement, the other
Borrower Documents, the Bonds and the Indenture shall be i full force and effect
and shall be 1n the forms previously furnished to the Initial Purchaser except for
such changes as may have been agreed to by the Initial Purchaser, and (B) there
shall be 1n full force and effect such ordinances and resolutions as, in the opmnion
of Bond Counsel, shall be necessary in connection with the transactions
contemplated hereby,

(i)  none of the following shall have occurred between the date hereof
and the Closing Date

(A)  legislation shall have been enacted by the Congress of the
United States of America or the legislature of the State of Texas or shall
have been reported out of commuttee of either body or be pending 1n a
committee of either body, or shall have been recommended to the
Congress of the United States of America or otherwise endorsed for
passage (by press release, other form of notice or otherwise) by the
President of the United States, the Treasury Department of the Umited
States, the Internal Revenue Service or the Chairman or ranking minorty
member of the Comnuttee on Finance of the United States Senate or the
Comnuttee on Ways and Means of the United States House of
Representatives, or legislation shall have been proposed for consideration
by either such Commuttee or by the staff of the Jomnt Committee on
Taxation of the Congress of the United States, or legislation shall have
been favorably 1eported for passage to either House of the Congress of the
United Staics by a Comnuttee of such House to which such legislation has
been refened for consideration, or a decision shall have been rendered by
a court of the United States or of the State of Texas or the United States
Tax Court, or a ruling shall have been made or a regulation or temporary
regulation shall have been proposed or made or any other release or
announcement shall have been made by the Treasury Department of the |
United States or any branch thereof or the Internal Revenue Service, with
respect o federal or the State of Texas taxation upon revenues or other
income of the general character to be derived by the Issuer or upon nterest
recerved on obligations of the gencral character of the Bonds, which 1n the
reasonable judgment of the Imitial Purchaser, materially adversely affects
the market for municipal securities, such as the Bonds,

(B)  there shall have occurred any outbreak or escalation of
hostilities or other national or international calanmity or crisis, the effect of
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such outbreak, escalation, calamity or crisis on the financial markets of the
United States being such as, in the reasonable judgment of the Initial
Purchaser, materially adversely affects the market for municipal securities,
such as the Bonds,

(C)  there shall be in force a general suspension of trading on
the New York Stock Exchange or mimmmum or maximum prices for
trading shall have been fixed and be in force, or maximum ranges for
prices for securities shall have been required and be in force on the New
York Stock Exchange, whether by virtue of a determination by that
Exchange or by order of the Securities and Exchange Commuission or any
other governmental authority having junisdiction,

(D)  a general banking moratorium shall have been established
by either federal, North Carolina, Texas or New York authonties or any
devaluation of the dollar shall have been proposed or effected by any
governmental authornity of the United States,

(E) there shall be any material adverse change 1n the affairs of
the Issuer or the Borrower that, 1n the reasonable judgment of the Inihal
Purchaser, affects materially and adversely the market price or the
marketability of municipal securtties, such as the Bonds,

(F there shall be established any new material restriction on
transactions 1 sccurities (including the imposition of any lmutation on
interest rates) or the sale of the Bonds by the Imtial Purchaser as
contemplated by this Purchase Agreement,

(G) there shall occur a default with respect to the debt
obligations of or the mstitution of proceedings under bankruptcy laws by
or agaimnst any state of the United States or agency or instrumentality
thereof or any municipahity located m the Umted States or agency or
mstrumentahity thereof that, in the reasonable judgment of the Initial
Purchaser, affects materially and adversely the market price or
marketability of municipal securities, such as the Bonds, or

(H) any legislation shall be enacted or proposed, any decision
of any federal or state court or any ruling or regulation (final, temporary or
proposed) of the Securities and Exchange Commussion or other
governmental agency shall have been made or 1ssued that would (1) make
the Bonds or any sccurities of the Issuer or of any similar body subject to
the registration requirements of the Secunties Act of 1933, as amended, or
(2) require the quahfication of an indenture with respect to the Bonds or
any such securities under the Trust Indenture Act of 1939, as amended,




(iv)  ator prior to the Closing Date, all of the conditions to the 1ssuance
of the Bonds set forth 1n the Indenture shall have been satisfied in a manner
satisfactory to the Imtial Purchaser

If there shall be a failure to satisfy the conditions to the Imitial Purchaser’s obligations
contamned 1 this Purchase Agreement or 1f the Imitial Purchaser’s obligations shall be terminated
for any reason permutted under this Purchase Agreement, this Purchase Agreement shall
terminate, and the Imtial Purchaser, the Issuer and the Borrower shall have no further obligation
hereunder, except as provided in Section 7

Section 6 Closing At 10 00 a m, Austin, Texas time, on May 31, 2007, or at such
other time or on such earlier or later date as we mutually agree upon (herem called the “Closing”
and the date of the Closing heiein called the “Closing Date”), the Issuer will deliver or cause to
be delivered to The Bank of New York, as agent for the Initial Purchaser, at 3rd floor — Window
B, ASP#117629, 1 Wall Street, New York, New York 10286, Attention Vincent Fuente, or at
such other place as the parties hereto may mutually agree upon, the Bonds as described below n
typewnitten form duly executed and authenticated, and at the offices of McCall, Parkhurst &
Horton L L P, Austin, Texas, the other documents mentioned herein It 1s anticipated that
CUSIP identification numbers will be placed on the Bonds, but neither the failure to print such
numbers on any Bond nor any eiror with tespect thereto shall constilute cause for a failure or
refusal by the Initial Purchaser to accept delivery of and pay for the Bonds 1n accordance with
the terms of this Purchase Agreement Upon such delhivery of the Bonds, the Imitial Purchaser
will pay the full purchase price thereof by immediately available federal funds payable to the
Trustee on behalf of the Issuer One fully-registered Bond for each maturity of each series, n
the aggregate principal amount of each such matunty, shall be 1ssued to and registered 1n the
name of Wachovia Bank, National Association

Section 7 Fees and Expenses

(a) The Botrrower shall pay all fees and expenses incurred 1in connection with
the 1ssuance and sale of the Bonds and the preparation, execution, delivery and filing of
this Purchase Agreement, the Indenture, the Bonds, the Loan Agreement, any other
Borrower Document and any other document that may be delivered in connection
herewith or therewith, mcluding, but not himited to, the fees and expenses of Bond
Counsel, counsel for the Initial Purchaser, counsel for the Borrower and counsel for the
Issuer, the fees and expenses of the Issuer and the Trustee, the cost of printing and
delivery of the Bonds, rating agency fees, i1f any, and the fees and expenses of the Imtial
Purchaser (including, without hmitation, a closing fee in the amount of § )

(b) Such fees and expenses shall be paid by the Borrower whether or not the
Bonds arc issued or sold All such fees and expenses, to the extent they are identifiable
and billed, shall be paid on the Closing Date, and the remainder shall be paid promptly
upon receipt of statements therefor The obligations of the Borrower under this Section
shall survive the 1ssuance and maturity of the Bonds and any termunation of this Purchase
Agreement
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Section 8 Governing Law  This Purchase Agreement has been executed and
delivered at, and shall be deemed to have been made 1n, Texas, and shall be interpreted n
accordance with the internal laws (as opposed to the conflicts of laws provisions) of the State of
Texas

Section 9 Counterparts This Purchase Agreement may be signed n any number of
counterparts, each of which shall be an original, and by the parties hereto on separate
counterparts, with the same effect as 1f the signatures thereto and hereto were upon the same
mstrument

Section I Binding Effect This Purchase Agreement shall be binding upon, and
inure to the benefit of, the parties hereto and therr respective successors and assigns, except that
no party hereto may assign any of 1ts rights or obligations hereunder without the consent of the
other parties

Section 11 Survival of Representations and Obhgahons The agreements,
representations, warranties and covenants set forth in this Purchase Agreement will remain 1n full
force and effect, regardless of any investigation, or statement as to the results thereof, made by or
on behalf of the Imtial Purchaser, the Issuer or the Borrower or any of their respective officials,
officers, directors or agents, and will survive delivery of and payment for the Bonds, the matunity
of the Bonds and any ternunation of this Purchase Agreement

Section 12 Notices  All notices, certificates, requests or other commumcations
hereunder shall be given in accordance with Section 13 01 of the Indenture using the same
address for the Inial Purchaser

Section 13 Purchaser’s Understanding

(a) The Inmitial Purchaser has neither requested nor recerved from (nor does the
Inmitial Purchaser expect to receive from) the Issuer or any of its directors, officers,
employees or agents any imformation with respect to the Borrower, the Issuer, the Bonds
or the security therefor, cxcept for any such information which 1s included within the
express representations and warranties of the Issuer 1n this Purchase Agreement or 1n any
other instrument delivered to the Imtial Purchaser by or on behalf of the Issuer in
connection with the transactions contemplated hereby

(b) Nerther the Issuer nor any of 1ts directors, officers, employees or agents
shall have any responsibility to the Initial Purchaser for the completeness of information
obtained by the Inmitial Purchaser from any source with respect to the Borrower, 1ts assets,
business, circumstances, financial condition and properties, or with respect to the Bonds,
and the secunty purported to be afforded hereby or, subject only to the exception stated in
(a) above, for the accuracy of any such information, and the Imtial Purchaser
acknowledges that, as between itself and the [ssuer, the [nitial Purchaser assumes
responsibility for obtaining such information and making such investigation as 1t deems
necessary or desirable in connection with the decision to purchase the Bonds
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(c) The Imtial Purchaser has been provided with, or given access to, ail
financial and other mfoimation 1t has requested of the Borrower 1n connectron with 1ts
purchase of the Bonds

(d) The Imitial Purchaser has such mformation and expetience mn financial and
business matters that 1t 1s capable of evaluating the menits and risks of investment 1n the
Bond and considers this investment to be prudent

(e) The Initial Purchaser 1s purchasing the Bonds for its own account and not
with a view to the resale or distribution thereof, except to any trust or similar vehicle
established by the Imitial Purchaser

(H The Imitial Purchaser understands that neither the Borrower nor the Issuer
have prepared or provided any offering statement, prospectus, offering circular or other
comprehensive offering statement containing matenal information with respect to the
Bonds, the Issuer or the Borrower The Initial Purchaser has made 1its own inquiry and
analysis with respect to the Issuer, the Borrower, the Project (as defined in the Indenture),
the Bonds and the security therefore and other material factors affecting the security for
and the payment of the Bonds, and the Issuer shall have no responsibility for the
completeness or accutacy of any iformation with respect thereto

Section 14 Miscellaneous

(a) This Purchase Agreement may be amended from time to time only by an
mnstrument in writing executed by all the parties hereto

()] The headings contaned herein are for conventence of reference only and
shail not affect 1n any way the meaning or interpretation of this Purchase Agreement

(c) Any provision of this Purchase Agrecment that 1s prohibited or
unenforceable 1n any junsdiction shall, as to such jurisdiction, be meffective to the extent
of such prohibition or unenforceability without invahidating any other provision hereof,
and any such prohibition or unenforceability i any jurisdiction shall not mvalidate or
render unenforceable such provision 1n any other jurisdiction

[The remainder of this page 1s left blank intentionally ]
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IN WITNESS WHEREOF, the parties hereto have caused this Purchase Agreement to be .
duly executed as of the day and year first above written

WACHOVIA BANK, NATIONAL ASSOCIATION

By

Name
Title

ACCEPTED
AUSTIN HOUSING FINANCE CORPORATION

By

Name
Title

SAN ANTONIO ALTERNATIVE HOUSING
CORPORATION NO 15

By

Name
Title

[Signature page to Purchase Agreement]
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ASSIGNMENT OF LIENS AND SECURITY INTEREST

THE STATE OF TEXAS
KNOWN ALL BY THESE PRESENTS
COUNTY OF DALLAS

(herem called the "Assignor"), for and in consideration of the sum
of ten and no/100 dollars (310 00) cash and valuable consideration n hand paid by American
National Bank, a national association, as Trustee, a national banking association (heremafter
called the "Assignee), and 1n teceipt and sufticiency of which consideration are hereby confessed
and acknowledged by the Assignor, has transferred, assigned, sold, sct over, and delivered, and
does hereby transfer, assign, seil, set over, and deliver, unto the Assignee the First Deed of Trust,
Assignment of Rents, Security Agreement and Fixture Filing, dated as of May 31, 2007, made by
the San Antonio Alternative Housing Corporation No 15 to the Assignor for the benefit and use
of the Austin Housing Finance Corporation

This Assignment 1s made by the Assignor without recourse or warranty, express
or implied This Assignment 1s exccuted i connectron with and in furtherance of a Trust
Indenture of even date herewith by and between the Assignee and the Austin Housing Finance
Corporation and a Loan Agreement of even date herewith by and between the Assignee and the
San Antonio Alternative Housing Corporation No 15, all in connection of the 1ssuance of the
Austin Housing Finance Coiporation's Multifamily Housing Revenue Bonds (Meadowood
Apartments Project) Series 2007A and Taxable Series 2007B

AFTER RECORDING RETURN TO

American National Bank
3033 E 1™ Avenue

Denver, Colorado 80206-5698
Attn Tamara Dixon



Executed on the date of the acknowledgment set forth hereinbelow, to be
effective, however, for all purposes as of the 31* day of May, 2007

, as Assignor

THE STATE OF TEXAS
COUNTY OF TRAVIS

This instrument was acknowledged before me onthe  day of May, 2007 by
Tamara Dixon, mortgage trustee and officer of American National Bank

(SEAL)

Witness my hand and seal at office n this day
of , 2007

Notary Public




