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REGULATORY AGREEMENT
(EXTENDED USE AGREEMENT)

Washington State Housing Finance Commission

. Salem Village Apartments Project
TC or OID Number (As Applicable) 97-44H

THIS REGULA’I_'_ORY'AGREEMENT (EXTENDED USE AGREEMENT) ("Agreement"),
dated for convenience of reference as of October 26, 1999 is between the WASHINGTON
STATE HOUSING: FINANCE COMMISSION, a public body corporate and politic (the
"Commission"), and -Salem- Village Limited Partnership, A Washington Limited
Partnership, 2 Washington Limited Partnership, (the "Owner").

_RECITALS

WHEREAS, the Commission was designated by the governor of the state of Washington by
Executive Order 94-05 as the sole housing credit agency authorized to allocate the federal
low-income housmg tax credit (the "Credit") for Residential Rental Property located in
Washington, in accordance with Section 42 of the Code ‘and

WHEREAS, the Owner submitted an Apphcatlon dated April 21, 1997, which is
incorporated herein by this reference, wherein the Owner requested that the Commission issue
a Credit Reservation and/or Allocation to the PrOJect, and i

WHEREAS, the Commlssmn assigned the Project number 97—44H to assist in the orderly
tracking and administration of the Project (if the Project is a Quahﬁed_Tax—Exempt Bond-
Financed Project in which the bonds are issued by the Commission, the number is a Project
Official Intent Declaration number; otherwise, the number is a PI‘O_]eCt tax credxt number); and

WHEREAS, the Owner and the Comnussmn entered into a Credit Reservatlon Contract,
dated October 9, 1997, which is incorporated herein by this reference, wherein subject to
the terms and conditions stated therein, the Commission agreed to issue-an Allocation to
the Project (as described in Section 1 below, a Credit Reservation Contract may not have
been entered into for a Qualified Tax-Exempt Bond-Financed Project); and .~ :
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WHEREAS the Owner acquired, constructed or rehabilitated, and equipped, a Residential

" Rental Property commonly known as Salem Village Apartments (the "Project”") located on
the property or properties legally described in Exhibit "A", attached hereto and incorporated
"-herem by reference (the "Land"); and

WHEREAS the Comurmission has determined that the Project, if completed and operated in
accordance ‘with Section 42 of the Code and the representations and agreements made in
the Application and the Credit Reservation Contract would qualify for an Allocation of
Credit which-will be ‘apportioned to each Qualified Building at the time such Building is
Placed-In-Service and the Commission issues IRS Form 8609 for each such Building; and

WHEREAS, as a-condition of having an effective Allocation of Credit and as required by
WAC 262-01-130(9)(b), the Owner must enter into an agreement with the Commission
that imposes on the Land and improvements thereon, covenants that each Building in the
Project shall be subject to cettain requlrements and restrictions for a certain period of time;

NOW THEREFORE, the Owrer does hereby impose upon the Project the following
covenants, restrictions, charges and e_:__aseinehts, which shall run with the Land and shall be
binding and a burden on, (i) the Project and all portions thereof; (ii) any successor in interest,
purchaser, grantee, transferee, developer, owner or lessee (other than a Resident) of any
portion of the Project; (iii) any other person or entity having any right, title or interest therein;
and (iv) the heirs, executors, administrators, legal representatives, devisees, successors and
assigns of any of the foregoing persons or ‘entities, for the length of time and to the extent
provided for in this Agreement. The persons-and entltle_s listed in (ii) through (iv) above are
referred to herein as "Bound Party(jes)." Any successor in interest to the Owner shall be
deemed to be the "Owner" for all purposes of this Agreement.. -

AGREEMENT- -
1. Definitions; Conﬂicting;Térgns'

For the purposes of this Agreement and the related documents and agreements entered into
with respect to the Project, capitalized terms shall have the meanings sé_t forth in Exhibit
"D", attached hereto and incorporated herein by reference, and otherwise as set forth in the
Policies in effect as of the effective date of the Credit Reservation Contract for the Project
or, if the Project is a Qualified Tax-Exempt Bond-Financed Projéct: with no ‘Credit
Reservation Contract, the Policies in effect as of the date the Owner submmed the
Application to the Commission. The Owner acknowledges that in addmon to- this
Agreement, it is a party to other contracts and agreements with the Commzs__smn for the
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.__'...--Prej"ect (all such documents, including this Agreement being referred to in this Section 1
_-as-the "Program Documents") and that it is subject to the Policies and provisions of

_ Section 42 of the Code and the regulations thereunder. The Owner understands that any
. particular provision of the Program Documents, the Policies or Section 42 of the Code may
‘impose upon the Owner a more restrictive or otherwise more onerous definition, term or
condition than is set forth in the other Program Documents, the Policies or Section 42 of
the Code and the Owner agrees that it shall be bound by and shall comply with the more
restrictive or more onerous definition, term or condition as determined by the Commission.
The Owner further understands that the Policies are subject to revision as a consequence of
developments in federal, state, or local law or action by the Commission, and that it is the
Owner’s obhgatlon to. stay informed of, and comply with, such revisions, as appllcable

ThlS Agreement has references to a Credit Reservation Contract and/or a Carryover
Aliocation Contract: A Credit Reservation Contract and Carryover Allocation Contract
may not have been executed-in connection with a Qualified Tax-Exempt Bond-Financed
Project unless the Project receives an: Allocation of Credit subject to Section 42(h)(1) of
the Code (i.e., Credit allocated pursuant to the competitive allocation process). Therefore,
references in this Agreement fo the Credit Reservation Contract and the Carryover
Allocation Contract are inapplicable if the Project is a Qualified Tax-Exempt Bond-
Financed Project that did not receive a competitive Allocation of Credit and, with regards
to such Project, the provisions in this Agreement referencing those contracts should be
read and interpreted in a manner consistent with such inapplicability.

2. Credlt Allocatlon

2.1 Credit is allowable to each qualifying Bulldlng in the Project as the result of an
Allocation. The Commission has made or will make a determination as to the amount of
Credit necessary for the financial feasibility of the Project and v1ab111ty as a Qualified
Low-Income Housing Project throughout the Credit Perlod ]

22 Such determination is based solely on information provided by the Owner or the
Owner's designees, representatives or agents in connection with the Applrcatron The
determination is not intended to benefit any third party, does not in any way constitute a

. representation, warranty, guaranty, advice or suggestion by the Commission as to the
qualification of any Building for the Credit, or the feasibility or viability of theProject, and
may not be relied on as such by any applicant, owner, developer, investor, res1dent lender,
or other person or entity for any reason. SR
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23 The determination by the Commission of the maximum amount of Credit for a

" Project is subject to the Program Limits in the Policies. Further, as part of the

- Commission’s Credit determination for a Project, the Commission has reviewed or will

* review thé reasonableness of the development and operating expenses associated with the
Project as well as the market need and demand. The Commission may require that you
submit- documentation to substantiate that any or all of a Project’s costs are reasonable and
appropriate. ~The Commission reserves the right, in its sole judgment and discretion, to
limit or exclude any development or operating expense included in the Total Project Costs
or pro forma for a PrO_]CCt as part of the Commission’s financial feasibility review and
Credit determmatlen for the Project.

24  The actual amount of Credit allocated to any Qualified Building in the Project as
reflected on an IRS Form 8609 issued with respect to such Building will be available each
year for a total of ten (10) taxable. years, prov1ded that such Building remains a Qualified
Building. In order fota Building which is Placed-In-Service to be issued an IRS Form
8609 by the Commission; the Owner must provide the information and materials required
in the Policies and the Credit Reservatmn Contract by the deadlines established therein for
the Commission to prepare the TRS Form 8609 by the end of the calendar year that such
Building is Placed-In-Service, regardless of when any other Building in the Project is
Placed-In-Service or the fact that the PI'O_]eCt received a Carryover Allocation. The use of
any of the Credit by any taxpayer is subject to examination by the IRS, and the
Commission does not certify that any Bulldmg in. the Pl‘O_] ect will qualify for the Credit.

3. Compliancé:.i__()wnéf"s’_i Obligation

Except as otherwise provided herein, the Owner shall correct any Noncompliance within
thirty (30) days after the date the Commission gives the’ Owner written notice of such
Noncompliance; provided, however, the Commission may, in-its sole discretion, extend the
thirty (30) day correction period for up to six (6) months, but only if the Commission
determines there is good cause for granfihg the extension. Provided, further, in the event
of a foreclosure, deed in lieu of foreclosure or similar transfer ofthe Project, the correction
period for the successor for an existing event of Noncompliance shall be no-less than thirty
(30) days from the earlier of the date the successor obtains control or becomes the owner of
the project. To the extent that the Noncompliance is not corrected within the period
established by the Commission including extensions, if any, granted by__tl;g_e _Coz_n._rmssmn
an event of default shall be deemed to occur and the Commission may exercise.its: rights
under this Agreement, including but not limited to Sections 8 and 9 below: If thereis an
event of Noncompliance under this Section 3 which also is an event of Noncomphance
- under the Credit Reservation Contract, then the Commission may elect to proceed under
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. __the terms of this Section 3, under the terms of the Credit Reservation Contract, or both.
~Provided, the Commission will report to the IRS events of Noncompliance as required by

“the Tax Credit Program, Section 42 of the Code, the regulations thereunder and applicable
. law (as amended from time to time). The Owner understands that the Commission is
“required to report such events of Noncompliance to the IRS regardless of whether the
Noncomphance is timely corrected by the Owner. The Owner further understands that
Noncompliance with Section 42 of the Code or the regulations thereunder may result in the
loss and recapture .of Credit, in addition to the Commission exercising its rights and
remedies under the Tax Credit Program and this Agreement. The procedures set forth for
the Commission to report Noncompliance to the IRS are not intended to and shall not limit
or restrict any other’ rights and remedies available to the Commission under this
Agreement, the Credit Reservation Contract, the other Program Documents, the Tax Credit
Program, the Polzc:es or law

The Owner understands and acknowledges that under certain circumstances the Owner
(and other parties related to the. Project) may be barred from participating in the
Commission’s Tax Credit Program. The debarment rules and procedures are set forth in
WAC 262-03-040. The righits and remedies of the Commission under this Agreement, the
Credit Reservation Contract, the Carryover . Allocation Contract, the other Program
Documents, the Tax Credit Progrém",_mé Policies, or law for breach and/or Noncompliance
are in addition to, and not in lieu of, the rights and remedies the Commission has authority
to exercise by statute, rule or regulation, including but not limited to the debarment rules.

4. Owner's Representa‘tibns, Warranﬁes'and Covenants

In consideration of the Allocation of Credit to the Pro_]ect and as a pre-condition to a
Building being able to qualify for a portion of such Cred1t, the Owner makes the following
representations, warranties and covenants, which-shall -extend throughout the Project
Compliance Period, unless otherwise specifically limited herein:

4.1  The Owner acknowledges that the Commission is neither underwriting the Project
nor certifying that any Building in the Project meets the requirements necessary to qualify
for the Credit. The Owner further acknowledges that the Commission-has not performed
an independent investigation as to the qualification of any Building for t’hc--(_'jradit and will
not perform such investigation of the Building for eligibility for the Credit in the future.
The Commission has adopted procedures pursuant to Section 42(m)(1)(B)(111) of the Code
that it or its designee will follow in monitoring for Noncompliance with provisions.of the
Code and the Tax Credit Program and in notifying the IRS of such Noncompliance. - Such
procedures and any regulations promuigated by the IRS now provided or which may
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| -"._...---"hereafter be provided are expressly incorporated herem and shall be binding upon the

g Owner

'{.The Commlssmn makes no representation concerning the applicability of the Credit
to.any Bmldmg or the ability of any owner or investor to utilize such Credit,

42 The‘-: _Owner-.acknowledges that there are numerous technical rules governing a
Building's qualification for the Credit as established under the Code and the Commission's
Tax Credit Program,-the amount of such Credit, and an Owner's or investor's ability to
utilize such Credit to offset federal income taxes. The Owner further acknowledges that
the Owner is solely res_ponmble for qualifying each Building in the Project for Credit, for
determining the-amount of the Credit and the Owner's ability to utilize the Credit, for
maintaining each Building in compliance, and in notifying the Commission of any changes
. to a Building or the Project with respect to the information submitted in the Application.

43  The Owner acknowledges that the Commission does not and will not make any
representation concerning the applicability of the Credit to a Building or a particular
taxpayer. The Owner acknowledges'that it has been advised to consult with its own legal
counsel, tax advisors and professionals in’ connection with this Agreement, the Owner's
federal income tax situation, the Owner's participation in the Tax Credit Program, whether
this Project or any Building qualifies. for Credit, whether Credit may be utilized by the
Owner or any investor, and with regard to the commercial feasibility and viability of any
Building in the Project. The Owner acknowledges that it fully understands the risks and
issues of developing a Project which will most likely constitute a Tax Shelter and the
terms, conditions and obligations of participating in'the Tax Credit Program.

4.4  The Owner acknowledges and agrees that any determination by the Commission as
to an Allocation of Credit to the Project, the apportionment of such Credit to any Building
or as to any other matter related to the Program with respect to the Project does not
constitute and cannot be relied upon by the Owner or any other person or entity as a
representation or warranty as to the qualification of any Bulldmg for the Credit, the
financial feasibility of the Project or viability as a low-income housmg project or the
ability of any investor to use the Credit. & o

4.5  The Owner shall ensure that each BuiIding in the Project-qualifies-for the Credit.

The Owner acknowledges and agrees that it is responsible for all loss and recapture of
Credit with respect to any Building, which loss and recapture shall be determmed under the
Code as it applies to any Building, the Owner, or any taxpayer, whether dueto- reductxon in
the amount of Credit allocated to any Building, noncomplying use of any Buﬂdmg, transfer
of any Building, termination of the Credit Reservation Contract or this: Agreement
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{ ___'_..ex_e':ciltion, delivery or recording of documents related to such termination or otherwise.

Ed The Owner agrees that the Commission shall have no liability to the Owner for any matters

relating to the Commission’s Allocation of the Credit to the Project, the Commission’s
'E_apportionrmnt of Credit to any Building, or for any Credit loss or recapture.

4.6 The Owner represents and warrants that the amount of the Credit Reservation
and/of Ailoc’a_tidn is necessary for the financial feasibility and viability of the Project
throughout the Credit Period as a Qualified Low-Income Housing Project within the
meaning of- Sect1on 42 of the Code. The Owner hereby acknowledges that the terms,
conditions, obhgatxons, testrictions, covenants, representations and warranties set forth in
this Agreement are necessary to ensure that the Project will be operated in accordance with
the Code and the Tax Credit Program, and that the Commission has relied on the Owner's
agreement to execute this Agreement as a recorded restrictive covenant that touches and
concerns the Land, the Project and any portion thereof, in determining whether to issue a
final Allocation to the- PmJect and whether each Building in the Project will qualify for
Credit. =

The Owner further acknowledges and agrees that this Agreement must be binding on all
Bound Parties, whether through sale, assighment, foreclosure or any other transfer. If any lien
(including any mortgage, deed of trust, construction lien or judgment lien) or other
encumbrance exists on the Project property that, if foreclosed or enforced, would impair or
eliminate this Agreement (collectively, "Prior Liens") (but not including easements that do not
require a use incompatible with that required hereby or non-monetary encumbrances), such
Prior Liens must be subordinated to this Agreement. The Owner acknowledges that no final
Allocation will be made to any Project or Building that.is a part thereof unless all Prior Liens
are subordinated. Specifically, the Owner and the holder of such Prior Liens must execute
and record a subordination agreement in a form acceptable to the Commission in which the
holder of the Prior Lien agrees that the Prior Lien is subordinate to this Agreement. If the
Owner is leasing the Land on which the Project is-located; then for the purposes of this
Agreement the ownet/lessor of the Land shall be treated as a holder of. a Prior Lien.

The Owner represents and warrants that it notlﬁed or. it sha!l nonfy in writing all
lenders, financing sources and holders of Prior Liens that as a condltlon of obtaining
Credit, this Agreement must be recorded in first position or each lender or holder must
subordinate its liens and security interest(s) in the Project to the interests of the
Commission as reflected in this Agreement. Each lender or holder must acknowledge in
writing receipt of such notification and must include such acknowledgment as’ a term of
any loan commitment. : :

T:\Masters\Contract\1999 Regulatory Agreement Packet REGULATORY AGREEMENT (Extended Use'Afgreen;iém}-.
August 2, 1999 version Salem Village Apartments (TC or OID # 97-44H) -
7 October 26, 1999+

MM

diter .
Kathy Hill, Skaglt County Au ~
12/6/11999 Page 11 of 78 3:63:41PM i



‘47" The Commission and the Owner hereby declare their express intent that the terms,

“conditions, obligations, restrictions, covenants, representations and warranties set forth
‘herein shall be covenants running with the Land and shall, except as provided herein, pass
‘to.and be binding on the Bound Parties. This Agreement shall run for the benefit of the
Comimission and its successors or assigns. Except as provided in this Agreement, each and
every contract, deed or other instrument hereafter executed that encumbers or conveys the
Project or any portion thereof or interest therein shall contain an express provision making
such encumbrance or conveyance subject to the terms, conditions, obligations, covenants
and restrictions ‘set. forth herein; provided, however, that any such contract, deed or other
instrument shall conclusively be held to have been executed, delivered and accepted
subject to such covenants, regardless of whether such covenants are set forth or
incorporated by referenice in such contract, deed or other instrument. This paragraph 4.7
shall not apply to leases and rental agreements between the Owner and Residents.

4.8  The Owner represents and warrants that there have been no changes in the Project
which would alter or amend the representations or agreements made in the Application and
the Credit Reservation Contract and/or Carryover Allocation Contract except as the
documents and agreements have been previously amended by the Owner or its predecessor
in interest with the written approval of the Commission. The Owner and each Building in
the Project shall comply with all Tepresentations and agreements made in the Application
and the Credit Reservation Contract-and/or Carryover Allocation Contract with respect to
each Building in the Project unless the Owner submits a written request to approve a
modification or change prior to the Commission's issuance of IRS Form 8609 for such
Building and such request is approved in writing by the Commission. Notwithstanding the
representations and agreements made in the Application and the Credit Reservation
Contract and/or Carryover Allocation Contract” to ‘the-extent any prior agreement or
document conflicts with the provisions hereof, this Agreement shall control.

The Owner may not change the Project as ongmally descnbed and submitted in the
Application without the prior written approval of the Commission.” The Commission will
approve only such changes as are permifted by the Policies. A change, even if approved
by the Commission, may reduce the amount of Credit Reservation and/or Allocation to the
Project to the extent the change results in a decrease in the Equity-Gap for the Project or in
the Eligible Basis or Qualified Basis of a Building(s) in the Project. Failire of the Owner
to obtain prior written approval of the Commission for a change shall be an event of
default under Sections 8 and 9 below.

49  The Owner represents and warrants that each Certification submitted with the
Application and the Credit Reservation Contract and/or Carryover Allocation Contract is
currently true, correct and complete and requires no modification, change or ;;imendmenp
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. _and that the Commission may rely upon such Certifications as if executed as of the date
*_hereof. Further, if the Owner, a-General Partner, a party to the Joint Venture, or, in the case
of a Limited Liability Company, a Managing Member or, if there is no Managing Member,

: a Company Member, as applicable (the "Contributing Party™") is to provide equity for the
‘Project to use as part of the Project’s permanent financing (excluding construction or
bridge financing or equity from Credit) or to acquire Credit for its own account, then with
respect-to the Certification of Ability to Contribute Equity to the Project, the Owner
represents and warrants that the Contributing Party has a Net Worth equal to or greater
than the amount-of -equity which is to be contributed by it to the Project and that the
Contnbutmg Party’ shall mmntam such Net Worth until the equity is paid into the Project.

410 The Own_e__r sh_all_ provide the Commission with the name(s) of its legal counsel for
the Project and shall provide prompt written notice of any changes of such legal counsel.
The Owner shall not engage. or use the same legal counsel as the Commission in any
matters relating to the. Pro;ect mcludmg but not limited to, representing the Owner in
regard to:

(1)  the acquisition or lease of any Land or Buildings intended to be part of the Project;
(2)  the organization of the ownership entity;
(3)  the preparation of any tax opinion;
(4)  participation in the ﬁnancmg or syndlcatlon process; and
(5)  the Commission’s:
{1 administrative rules and p011e1es, L
(ii)  project evaluation, review, recormnendatlon selection, monitoring, and/or
cancellation; and :
(iii)  establishment, administration, or enforcement of any contract, including this
Agreement. : :

Further the Owner shall provide the Commission the names of its Developer project
management Consultant, property management Consultant, architect; tax advisor,
accountant, and syndicator. The Commission shall have the right to require the Owner to
retain representatives, including legal counsel, that are in addition to, or different than,
such parties, if the Commission believes that any of the current or.proposed parties lack
sufficient experience with the Tax Credit Program or if they have made misrepresentations
or misstatements to the Commission or have manipulated or abused the Tax Credit
Program to further themselves or their clients by taking excessive fees or. advocatmg
positions that are insupportable given the terms, conditions, and reqmrements 1n the
Policies and in the Code. - :
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~ 4.1 The Owner, its designee, representative or agent and/or any syndicator or broker
~has included or shall include a notice in any loan application, syndication agreement,
-offering  circular, prospectus, or other information provided to potential lenders or
‘investors in the same -form as set forth below and provided or shall provide the
Cominission with a copy of such notice and with a copy of the application, agreement,
circular; prospectus, or other information in which such notice is required to appear.

.~ INVESTOR AND LENDER NOTICE

The Washington State Housing Finance Commission ("Commission") has
determined, based solely upon the information submitted in an application
prepared by (enter the name of the Owner) (the owner), a (enter the type
of entity), that the low-income housing project, if completed as proposed
in the application and consistent with Section 42 of the Internal Revenue
Code and the Commission’s. Tax Credit Program Policies, will be entitled
to receive an allocation* of low-income housing tax credit. The
Commission is neither underwriting the project nor certifying that any
building will actually meet the requirements necessary to qualify for the
low-income housing tax credit. The Commission has not performed any
independent investigation of the: applicant,the owner, or any other party
connected with the project, nor as to the qualification of any building in
the project for the low-income housing tax credit, and will not perform
such investigation or otherwise monitor.any building in the project for its
eligibility for the low-income housing tax crédit-in the future except as
required by law. The Commission makes no représentation concerning
the applicability of the low-income housing tax credit to any building in
the project or the ability of any owner, lendet;-or investor in the project to
utilize such low-income housing tax credit. The Commission has neither
performed any review nor makey any representatlons of the commercxal
viability of any building in the project. : -

The Commission bears no habﬂxty to any owmer, mvestor re51dent lender

or any other person or entity for any claim arising out of this pro;ect the
financing or syndication of this project or the lJow-income housmg tax credit
program. The credit reservation, carryover allocation, and/or final allocation: E
and the terms and provisions of the Credit Reservation Contract; the C
Carryover Allocation Contract, and/or the Regulatory Agreement (Extended - .
Use Agreement), as applicable, for the project are not for the benefit of third
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parties and may not be relied on by third parties. The applicant, developer,
-.and owner of this project are not the agents of the Commission and have no
" authority to act on behalf of or to bind the Commission or the Commission's
members, officers, employees, agents, and representatives. Lenders and
‘investors are cautioned that the actual amount of low-income housing tax
© credit available to the project and any building is subject to change or
: reduction-by the Commission up to the date of issuance of IRS Form 8609,
Low-Income Housmg Credit Certification.

Lenders and investors should consult with their personal tax and/or
mvestment_.cq_unsel to determine whether this project qualifies for low-
income housing tax credit; whether an investor (or a lender, upon
foreclosure). may utilize the low-income housing tax credit, if any; and
the commercial Vlablllty and feasibility of any building in the project.

4.12 The Owner agrees to notlfy the Commission in writing within five (5) business
days of first acquiring actual or constructive knowledge of any of the following:

(1) A default in payment of any indebtedness incurred in connection with the
development of any multifamily housing project or any other real estate development by a
Covered Party or any declared default by a Covered Party of any loan incurred in connection
with the development of any multifamily housing project;

2) A default, or alleged default, by a Cdi}eféd Party in meeting federal, state, or local
requirements regarding any low-income housmg tax credlt prOJect in Washington or any other
jurisdiction; : . .

3) The filing of an action, in which a CoverediPérty is a defendant, to foreclose upon a
real estate lien or the transfer by a Covered Party of an, 1nterest n real estate by a deed in lien
of foreclosure or similar instrument; A .

(4)  The application for or consent to an appointment of a.-receiver or trustee, (a) for a
Covered Party or, (b) over any portion of the property of a Covered Party; an assignment by a
Covered Party for the benefit of creditors; the seizure of any part of the assets of a Covered
Party by a judgment creditor; an admission in writing by a Covered-Party ‘of its inability to
pay its debts as they become due; the insolvency of a Covered Party; or a petition being filed
by any Covered Party pursuant to any of the provisions of the United. States Bankmptcy
Code, as amended;
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~(§) A petition being filed against any Covered Party pursuant to any of the provisions of
* the United States Bankruptcy Code, as amended, or an attachment or sequestration of any
. property of any Covered Party where the same is not discharged or bonded within ninety (90)
. days [1tems (3) (4) and (5) collectively being referred to as the "Bankruptcy" of a Covered

'Party]

(6) That a representat:lon or disclosure made to the Commussion or to any other low-
income housing tax “credit allocating agency by any Covered Party is materially false or
misleading on the date ‘when such representation or disclosure was made, whether or not that
representation or ‘disclosure appears in this Agreement, or that a Covered Party failed to
provide any 1nformat10n that makes any such representation or disclosure materially false or
misleading; '

(7y A defayult bY a Covered Party on any financial obligation to any person or entity in
excess of $100,000.00; .

(8). A material adverse change in the condition (financial or otherwise), operations,
" business, or properties of any Covered Party or the Project;

(9) A pending or threatened lawsmt or claim against a Covered Party which could have a
material adverse impact, financial or. othermse on the operations, business or properties of a
Covered Party or the Project; or ' :

(10)  The filing of legal action against, commencement of an examination by, or a formal
investigation by any governmental office or authority; including but not limited to the IRS,
RD or HUD, of a Covered Party for fraud, théft, misappropriation of funds, false
certifications, financial improprieties, or similar wrongdoing, including but not limited to an
action alleging securities fraud in connection with a low-income housing tax credit program
or an action, examination or investigation in which the. IRS RD or HUD is seeking or may
seek criminal penalties. :

The failure of the Owner to give timely notice to the Commission as required above and the
Bankruptcy of the Owner shall each constitute an event of default for the purpose of Sections
8 and 9 below and provisions of Section 3 above allowing the Owner a penod to correct
Noncompliance shall not apply in those instances. o

Further, the occurrence of any of the events described in items (1) through ( 10) above also
may constitute an event of default for the purposes of Sections: 8 and- 9 -below
(notwithstanding the fact that timely notice of such event is given by the. Owner to ‘the
Commission as required above). In lieu of the provisions of Section 3 above upon the
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_occurrence of such an event the Commission shall have the right to demand that the Owner

g provide to the Commission adequate assurance that (i) the development and operation of the

Project will not be materially impaired or potentially harmed and (ii} the Owner is and will be
‘able to fully perform without default all of its obligations under the Credit Reservation
Contract; the Carryover Allocation Contract, this Agreement and any related documents. If
the Owner fils to provide such adequate assurance within ten (10) days from the date that the
demand for. written assurance is given by the Commission, the Commission may, without
further noticé or opportumty to cure, declare an event of default and exercise its rights and
remedies under Sections 8 and 9 below.

For the purposes: of tlns paragraph 4 12, "Covered Party” and "Covered Parties" means:

1] the Owner

(i)  ifthe Ownerisa Partners}up, each General Partner of the Owner

(i)  if the Owner is a Joint Venture, each party to the Joint Venture;

(iv)  if the Owner isa corporation, any party Affiliated With such corporation;

(v}  if a corporation is.(a) a Geperal Partner of the Owner/Partnership, (b) a
Managing Member of the Owner/Limited Liability Company or, if there is no
Managing Member, .a° Company Member of the Owner/Limited Liability

- Company, or {c) a party to a Joint Venture/Owner, any party Affiliated With
such corporation;

(vi)  if the Owner is a anted Liability Company, each Managing Member or, if
there is no Managing Member each Company Member and any Company
Manager;

(vil) any other Partnership or anted Llabrllty Company organized or doing
business within or without the state of Washington in which the Owner or any
of the foregoing parties, or any party Affiliated With any of the foregoing
parties, is 2 General Partner or, in the case of a Limited Liability Company,
each Managing Member or, if there is.no Managing Member, each
Company Member and any Company Manager and :

(viii) the Developer for the Project.

The parties identified above are referred to herein collectively as the "Covered Partles" and
* individually as a "Covered Party."” : :

413 The Owner represents and warrants that the Project is not nor w111 be Federaily
Subsidized; or to the extent that the Project is Federally Subsidized that the Owner has
either reduced the Applicable. Percentage as described in Section 42(b)(2)(B) of the Code
or elected to reduce the Eligible Basis pursuant to Section 42(h)(8)(2)(B) of the Code n
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4.14 .. The Owner represents and warrants that the Project has not nor will be the recipient
of Federal Funding which constitutes a Grant whether such Grant is made with respect to
any Building or the operation thereof at any time throughout the Compliance Period; or to
the. extent the. PIO_}ect has received or will receive Federal Funding which constitutes a
Grant, the. Owner has reduced or will reduce the Eligible Basis in the manner required by
Section 42 of the Code.

4.15 The-Owner represents and warrants that, in the case of a Project with financing
received or prov1ded under the HOME Investment Partnership Act ("HOME Funds!) or
project based assistance from the Section 8 SRO Moderate Rehabilitation Program, any net
cash flow from operations of the Project in excess of ten percent (10%) of the Project's
gross operating income (on an annual calendar year basis) shall be applied to prepay the
HOME Funds financing.and any “other financing obtained from a local, state or federal
government entity or source.

416 In the case of a Project-'Whio-h would be considered to be a Federal Action,
Federally Subsidized, financed with’ Federal Funding or require federal approval or a
permit, as those terms are defined and interpreted under federal environmental laws,
including but not limited to: the National Environmental Policy Act of 1969; the Clean
Water Act; the Clean Air Act; the National Historic Preservation Act; the Lead Based Paint
Poisoning Prevention Act; and/or the Flood Disaster Protection Act of 1973, the Owner
shali at all times comply with any and all apphcable federal environmental laws

4.17 In the case of a Project which recewo‘s Federal Funding, the Owner shall at all
times comply with any and all applicable federal labor laws, including but not limited to:
the Davis Bacon Act; Copeland Anti-Kickback Act; Contract Work Hours and Safety
Standards Hatch Act; and the Conflict of Interest Prov131ons set forth m 24 CFR 570.611.

4.18 The Owner represents and warrants that it has and shall contlnue to comply with
the limits established by the Commission pertaining to the amount of Developer Fee and
Consultant Fees as set forth in the Policies. The Owner further represents and warrants
that it has made all disclosures required by the Commission with respect.to the Owner,

each Developer, each General Partner, each party to a Joint Venture, and/or, in the case of
a Limited Liability Company, each Managing Member or, if-there is-no Managing
Member, each Company Member and any Company Manager, as the case may be, being a
Related Party, having an Identity of Interest, being Affiliated With, or Controlled By orIn
Control Of other members of the Development Team and Management Team as more fully
described in the Policies. The Owner further agrees to immediately notify the Commission
in writing if there is any change in the Project with respect to the Owner, each Devcloper :
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" .._....-éa_(':h" General Partner, each party to a Joint Venture, and/or, in the case of a Limited

" ~Liability. Company, each Managing Member or, if there is no Managing Member, each
Compary Member and any Company Manager, as the case may be, being a Related Party,
:having an Identity of Interest, being Affiliated With, or Controlled By or In Control Of

other members of the Development Team and Management Team:.

4.19 - The-.:Owner._acknowledges that the Commission will monitor compliance with the
Code and the Tax Credit Program, and with the terms, conditions and obligations set forth
in this Agreement throughout the Project Compliance Period. For this monitoring, the
Owner agreés to pay a nonrefundable Annual Compliance Monitoring Fee in the amount of
Twenty Nine and No/160 Dollars ($29.00) per Low-Income Housing Unit per year, with a
minimum nonrefundable -Annual Compliance Monitoring Fee of Two Hundred Ninety
Eight and No/100 Dollars ($298.00). The Owner acknowledges that the Commission
reserves the right to increase the Annual Compliance Monitoring Fee and the Owner
agrees to pay the increased Annual Compliance Monitoring Fee throughout the remainder
of the Project Compliance Period. .. -

For Qualified Tax-Exempt Bond-Financed Projects in which the bonds are issued by the
Commission, the Annual Compliance Monitoring Fee shall be waived until the expiration
or termination of the regulatory dgreement between the Commission and the Owner with
respect to the bonds. At such time; the Owner shall begin to pay the Annual Compliance
Monitoring Fee in an amount equal to the fee currently in effect for other Placed-In-
Service Tax Credit Program projects. This feeshall begin on January 1 immediately
followmg the expiration or termination date described above and shall be due on each
successive January 1 throughout the remamder of the Pro_]ect Compliance Period.

For Qualified Tax-Exempt Bond-Financed Pro;ects in wh1ch the bonds are not issued by
the Commission, the Owner agrees to pay the Annual Comphance Monitoring Fee
annually throughout the Project Compliance Period. -

Any amounts not paid to the Commission in accordance with thi$_ Agreement shall bear
interest at the rate of 1.5% per month accruing from the due-date until finally paid.

In addition to and not in lieu of such other rights the Commission may exercise in
connection with compliance monitoring pursuant to the Policies,.the Commission’s Low-
Income Housing Tax Credit Compliance Manual, and Section 42 of the Code, the
Commission may perform on-site inspections of the Project, interview Residents, review
Residents’ applications and financial information, and review the Owner’s books and
records relating to the Project. The Owner shall provide the Commission’ reasonable
access to the Project and the Owner’s books and records in order to allow the .Cpmnﬁ.i_ss'ion
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"-..--"'to perform compliance monitoring. In connection therewith, the Owner shall take all
“action as'may be reasonably necessary to allow the Commission to inspect Housing Units
occupwd by Residents.

420 Thc OWner shall own and operate each Building in the Project as Residential
Rental Property with a minimum of forty six (46) Housing Units in the Project. If this
Agreement terminates with respect to any Building in accordance with the terms set forth
herein, the m1mmum number of Housing Units in the Project shall be reduced by the
number of Housing- Units in such Building at the time of such termination.
Notmthstandmg the foregoing, the terms, conditions, obligations, restrictions, covenants,
representations and warranties set forth herein shall remain in full force and effect
throughout the term of this Agreement with respect to each Building in the Project unless
terminated in conformance with this Agreement.

421 The Owner made an-irrevocable Commitment in the Application for the Project to
participate under the Credit Set-Aside category for Qualified Nenprofit Organization.
The Commitment to comply with the requirements of the Policies for the selected Credit
Set-Aside category is binding upon the Owner and all successors in interest regardless of
whether the Project received a Credit’ Reservation and/or Allocation under the selected
Credit Set-Aside category or the balance of the Annual Authority remaining after the
Credit Set-Asides.

4.22  The Owner shall maintain 2 Minimum Low-Income Housing Set-Aside of at least
forty percent (40%) of all Housing Units'in the Projéct (based on the lesser of the Unit
Fraction or Floor Space Fraction) for Residents with incomes at or below sixty percent
(60%) of Area Median Gross Income. The Minimium Low-Income Housing Set-Aside
shall apply to all Low-Income Housing Units included in the Project. To this end, at least
forty six (46) I—Iousmg Units, which constitutes at'least one hundred percent (100%) of
all Housing Units in the Project (based on the lesserof the-Unit Fraction or Floor Space
Fraction), shall be occupied by households whose Income is at or below sixty percent
(60%) of the Area Median Gross Income, shall be Rent-Restricted, and shall satisfy the
requirements of a Qualified Low-Income Housing Unit (referred to herein as the "Low-
Income Housmg Set-Aside"). . : =

423  The Owner shall maintain an Additional Low-Income Housing Set-Asid¢ of at least
thirty six (36) Housing Units, which constitutes at least seventy six percent.(76%) of all
Housing Units in the Project (based on the lesser of the Unit Fraction or Floor:Space
Fraction). The Additional Low-Income Housing Set-Aside Housing- Units-shall. be
occupied by households whose Income is at or below forty percent (40%) qf-'-th_e__ Area
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___'_.Medlan Gross Income, shall be Rent- Restncted and shall satisfy the requirements of a
) ‘..Quahfied Low-Income Housing Unit.

'9:_4'._24 The’ Applicable Fraction for each Building shall not be less than the Applicable
Ftacti_on ‘specified below for such Building(s), all of which are located on the Land
described in Exhibit "A":

S Applicable
Building (BIN). Street Address {or, if none is available, the legal description inchided in Exhibit "A") - Fraction

WA-97-00141 - 2619-North LaVenture Road Mt. Vernon 100.00%

425 The Owner shall rent all Housing Units necessary to maintain the Applicable
Fraction of Housing Units devoted to low-income housing only to Residents who are
Income eligible for the Low-Income Housing Set-Aside at the time of their initial
occupancy of the Housing Unit. " For the Additional Low-Income Housing Set-Aside, the
Owner shall rent all Housing Units riecessary to comply with the Additional Low-Income
Housing Set-Aside only to Residents who are Income eligible for the selected Additional
Low-Income Housing Set-Aside at the time of their initial occupancy of the Housing Unit.
This requirement(s) applies to all Housing Units necessary to comply with the Applicable
Fraction and, if applicable, the Additional Low-Income Housing Set-Aside for the initial
occupancy and each subsequent - vacancy throughout the duration of the Project
Compliance Period. The Owner must keep the applicable Housing Units vacant until a
Resident is selected who is Income eligible for the Low-Income Housing Set-Aside
and/or the Additional Low-Income Housmg Set—Asxde as appropriate.

426  If the Owner made a Commitment in the Apphc;:atlon or otherwise that the Project
shall be subject to a Special-Needs Housing Set-Aside(s) or'the Farmworker Housing Set-
Aside, then the Owner shall operate the Project in.compliance with the Special-Needs
Housing Set-Aside(s) or the Farmworker Housing Set-Aside: For each Year in the Project
Compliance Period, the Owner shall operate the Project by renting the appropriate
percentage of Housing Units included in the selected Special-Needs Housing Set-Aside(s)
or the Farmworker Housing Set-Aside (based on the lesser of the Unit Fraction or Floor
Space Fraction) to Residents who meet the eligibility requirements for the specific selected
Special-Needs Housing Set-Aside(s) or the Farmworker Housing Set-As1de

427 The Project is subject to the Special-Needs Housing Set—Amde(s) and/or the
Farmworker Housing Set-Aside described below:
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4.27.1 At least zero (0) Housing Units, which constitutes at least zero percent

.-(0%) of all Housing Units in the Project (based on the lesser of the Unit Fraction or

Floor Space Fraction), shall be subject to the Special-Needs Housing Set-Aside for

‘Large Households and, subject to the terms of paragraph 4.30 below, occupied by
_. Large. Households. All Housing Units in this set-aside must be Low-Income

: --Housmg Umts

4.28

4. 27 2 At least ten (10) Housing Units, which constitutes at least twenty percent
(20%) of all Housmg Units in the Project (based on the lesser of the Unit Fraction
or Floor Space Fraction), shall be subject to the Special-Needs Housing Set-Aside
for persons ‘with Disabilities and, subject to the terms of paragraph 4.30 below,
occupied by Re31dents w1th Disabilities; and

4273 At lcast forty six- (46) Housing Units, which constitutes at least one
hundred percerit (100%) of all Housing Units in the Project (based on the lesser of
the Unit Fraction ‘or Floor Space Fraction), shall be subject to the Special-Needs
Housing Set-Aside for persons who are Elderly and occupied by Residents who are
Elderly. If this set-aside is selected, the Project shall be operated as an Elderly
Housing Project. The Owner has elected, and by execution of this Agreement,
elects to operate the Project in compliance with subsection (i) of the definition of
Elderly Housing Project in Exhibit “D.” The election may be changed only with
prior written consent of the Commission. .

4274 At least zero (0) Housing Un1ts wh1ch constitutes at least zero percent
(0%) of all Housing Units in the Project (based on the lesser of the Unit Fraction or
Floor Space Fraction), shall be subject to the Special-Needs Housing Set-Aside for
Transitional Housing and meet the conditions of ‘Section 42())(3)(B)(iil). All
Housing Units in this set-aside must be Low-Income Housing Units. Each
Building in which Transitional Housing is Iocated shall be exclusively used for
Transitional Housing. :

4.27.5 At least zero (0) Housing Units, which constitutes zero percent (0%) of all
Housing Units in the Project (based on the lesser of the Unit Fraction or Floor
Space Fraction), shall be subject to the Farmworker Housing Set-Aside and, subject
to the terms of paragraph 4.30 below, occupied by Farmworkers:” -A-li Housing
Units in this set-aside must be Low- Income Housing Units. A

If the Project is subject to the Special-Needs Housmg Set-A31de for Elderly persons

and/or if one hundred percent (100%Y of the Housing Units in the Project are subject to the
Special-Needs Housing Set-Aside for Transitional Housmg and the Project 1s subject 10
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~‘one or more additional Special-Needs Housing Set-Asides, the same Housing Units may be
_~used for more than one Spec1al-Needs Housing Set-Aside, so long as the actual Resident is
__ ‘eligible for more than one. A minimum of twenty percent (20%) of all Housing Units in
. the Pro_}ect must be used for each additional Special-Needs Housing Set-Aside. If less than
‘one hundred percent (100%)  of the Housing Units in the Project are subject to the Special-
Needs.- ‘Housing Set-Aside for Transitional Housing and the Project is subject to the
Specml-Needs Housing Set-Aside for persons with Disabilities and/or the Special Needs
Housing Set-Aside for Large Households, the same Housing Units shall not be used for
more than-one. ‘Special-Needs Housing Set-Aside, regardless of whether a Resident is
eI1g1bie for' more than one. Further, a minimum of twenty percent (20%) of all Housing
Units in the Project must be used for each additional Special-Needs Housing Set-Aside
selected. Further, if-the Project is subject to the Spec1al-Needs Housing Set-Aside for
Transitional Housing, none: of the Housing Units included in any Building with any
Housing Unit that is used for-Transitional Housing may be used for the additional Special-
Needs Housing Set-Aside(s).” .~

429 For any Special-Needs Housing Set-Aside(s) and the Farmworker Housing Set-
Aside, the Owner shall have in effect and maintain a Referral and Marketing Agreement in
a form acceptable to the Commission with-at least one established and unrelated Nonprofit
Organization for each Special-Needs. Housing Set-Aside(s) and the Farmworker Housing
Set-Aside. The Owner shall notify each Nonprofit Organization with which the Owner
- maintains a Referral and Marketing Agreement of each vacancy of a Housing Unit.

430 For any Special-Needs Housing Sét-Aside(s) and the Farmworker Housing Set-
Aside, the Owner shall undertake good faith efforts to actively market any vacant Housing
Units which are necessary to comply with thé Speczal—Needs Housmg Set-Aside(s) and the
Farmworker Housing Set-Aside to the appropriate group(s) for a minimum of thirty (30)
days. The Owner shall not rent any of the Housing Units necessary to comply with the
Special-Needs Housing Set-Aside(s) and the Farmworker Housing Set-Aside to anyone
who is not eligible for the appropriate Special-Needs' Housing . Set-Aside(s} and the
Farmworker Housing Set-Aside during this thirty (30) day period.” In the event the Owner
is unable to secure a Resident who is eligible for the appropriate Special-Needs Housing
Set-Aside(s) or the Farmworker Housing Set-Aside after thirty (30) days of active
marketing, it may rent the Housing Unit to another prospective Resident. The recruitment
provision applies to all Housing Units included in the Special-Needs Housing Set-Aside(s)
and the Farmworker Housing Set-Aside, including both Low-Income Housing Units and
Market Rate Housing Units, if applicable. The minimum thirty (30)-day- recruitment
period begins on the first full day that (1) a Housing Unit is vacant and ready for
occupancy, and (2) the Owner actively commences to market the Housing Umt o
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* .~"If‘the Owner rents a Housing Unit included in the Special-Needs Housing Set-Aside(s) to a
" household who is not eligible for the appropriate Special-Needs Housing Set-Aside(s) after

; the thirty (30) day period, when a comparably sized or larger Housing Unit becomes vacant
‘the Owner must again undertake the good faith efforts to actively market such Housing
Unit(s) as described above in this paragraph 4.30 and shall not rent such Housing Unit(s) for a
minimum of thirty (30) days to anyone who is not eligible for the appropriate Special-Needs
Housing Set- -Aside(s). If the Owner rents a Housing Unit included in the Farmworker
Housing Set-Aside to-an ineligible household after the thirty (30) day period, any and all
Housing Units that subsequently become vacant, including the Housing Unit rented to the
ineligible household, must be rented to a Resident who is eligible for the Farmworker
Housing Set-Aside’ (subject to the thirty day marketing requirement set forth in the preceding

paragraph).

The marketing requifements fdk__th_'e Special-Needs Housing Set-Aside(s) and the Farmworker
Housing Set-Aside set forth in this paragraph 4.30 apply to all vacant Housing Units which
are necessary to comply with the Special-Needs Housing Set-Aside(s) and the Farmworker
Housing Set-Aside throughott the Pfojet:t Compliance Period.

- Notwithstanding anything herein to the contrary for the Special-Needs Housing Set-Aside for
persons who are Elderly, no Housing Unit may be rented to any person if the result is that the
Project would no longer be an Elderly Housing Project. Also, notwithstanding anything
herein to the contrary, for the Special-Needs Housing Set-Aside for Transitional Housing, any
vacancies in the set-aside must be filled by a Res1dent Who meets the eligibility criteria for
that set-aside. :

431 The Owner has agreed and does hereby agree to-an Additional Low-Income
Housing Use Period of twenty two (22) years for:the Project. The Owner acknowledges
that this Agreement shall remain in full force and effect during this period and the Owner
shall comply with the terms, conditions, obligations, . restrictions, covenants,
representations and warranties set forth in this Agreement for .the duration of the
Additional Low-Income Housing Use Period. The Owner and its successor(s) in interest,
if any, waive(s) any right to terminate this Agreement with respect to any Building in the
Project for the duration of the Additional Low-Income Housing Use Penod as may
otherwise be available pursuant to Section 42(h)(6)(E)(1)(II). :

4.32 If the Owner submitted the Application on or after November 204 1997 or, if the
Owner submitted the Application before November 20, 1997, and made-an- agreernent in
the Application for the Allocation Cntena relating to Resident charges and fees the Owner
hereby agrees to: 5
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limit up-front charges and fees for Residents of all Low-Income Housing
Units and all Housing Units subject to a Spec1al-Needs Housing Set-
Aside(s) to:

(a) the first month’s Gross Rent;

-(b) a reasonable damage or security deposit (excluding .any pet damage

""deposit, if applicable) no greater than 50% of the maximum applicable
.. monthly Gross Rent; plus

(i)

(c) a reasonable credit check fee; AND
not cha:ge any other up-front charges or fees, for example, the last month’s
rent, application fees, and cleaning deposits or fees.

In addition to the above charges and fees, the Owner may collect the last month’s Gross
Rent in advance ONLY IF the charges are made on at least a six (6) month prorated basis
beginning on the second month or later (e.g. one-sixth of the last month’s Gross Rent due
each month from the second. month through the seventh month).

This paragraph 4.32 does épply"té':the __Project.

433 If the Owner requested ._i'n.the_Applicatidn and received Allocation Criteria Points.
for the preservation of federally a'Ss__isted'low—income housing, the Owner hereby agrees to:

@
(ii)

(iii)

(iv)

maintain the Low—Income Housing Units included in the Project for a

minimum of thirty (30) years; -~

not evict the existing Residents in any Federally Assisted Building(s)

{except for good cause) and hereby represents that none of the Low-Income

Residents occupying a Federally -Assisted. Building at the time of its

acquisition by the Owner have been, evicted (except for good cause);

except as specifically provided below, not .increase the Gross Rent of the

existing Residents in any Federally Assmted Bu.tldmg(s) in the Project for a

three-year period following the later of— . .

(a) the acquisition date of the Federally Asswtsd Bu11d1ng(s) in the
Project; or

(b)  the date of the action ‘that would othervnse have resulted in the
conversion of the Low-Income Housing Units-to Market Rate
Housing Units, unless the increases are. required by the federal
agency regulating the low-income use; and :

if the Project has project-based Section 8 rental - assr,stance ‘or other

comparable’ project-based federal rental assistance, renew- the -existing

project-based Section 8 rental assistance contract or other comparable

project-based federal rental assistance contract for the ea.rher of (1) the
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duration of the Project Compliance Period or (11) as long as the rental
assistance is available.

. With regard to item (iv) above, the Owner may request that the Commission waive or
‘modify this requlrement if the Owner demonstrates that the rental assistance is insufficient
to suppott the economic viability of the Project. The waiver or modification will be at the
reasonable discretion of the Commission. With regard to item (iii) above, if the Project is
denied rental assistance during the three-year period, the Owner, after giving a minimum
of twelve (12) months notice to the existing Residents, may increase the Gross Rent of the
existing Residents in an"amount necessary to support the Project’s operating expenses and
debt service costs as acceptable to the Commission, so long as:

() for households at or below 45% of the Area Median Gross Income, the
monthly Gross Rent does not. exceed 30% of 45% of the monthly Area
Median Gross Income adjusted for the Imputed Household Size; or

(ii)  for households above 45% of the Area Median Gross Income, the monthly
Gross Rent does not eéxceed an amount to be approved by the Commission
based on the economic viability of the Project at that time.

This paragraph 4.33 does not apply..-.tQthé.'Project.

434 The Owner shall at all times comply with all applicable federal, state and local
laws, rules and regulations now provided or which may be hereafter provided, including
but not limited to: (i) federal housing policy governing nondiscrimination and accessibility,
as determined under the Americans with Disabilities Act, the Fair Housing Act, as
amended; Architectural Barriers Act of 1968; Housing and Community Development Act
of 1974; Civil Rights Act of 1964; Civil Rights Act of 1968; Age Discrimination Act of
1975; (ii) to the extent applicable, the Housing and Urban Development Act of 1968; the
Uniform Relocation and Real Property Acquisition Act-of 1970; and the Stewart B.
McKinney Homeless Assistance Act; and (iii) the State Environmental Policy Act; State
Workers Compensation Industrial Insurance Act; Washington Fair Housmg Laws; and the
Washington State Landlord/Tenant Act. Further, if the Project includes “Federally
Assisted Housing” as defined in RCW 59.28.020 (as it may be subsequently amended or
renumbered), the Owner shall comply with the written notice requirements specified in
RCW 59.28.020 at least twelve (12) months prior to the exp1rat10n of the federal rental
assistance contract or prepayment of the federal mortgage or loan. .

The Owner shall obtain all necessary state and local approvals and perr'nit;s 'r.équi'rﬁé.d :for the

Project and develop and operate such Project in conformance with the laws of the staté.of
Washington including state and local  laws prohibiting discriminatory housmg and
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E ""'fcm'l')__loyment practices. The Project shall at all times meet state and local health, safety and
" building-codes and standards and be suitable for occupancy and habitability.

" 4.35 . The Owner shall not discriminate in making available Housing Units in the Project
for. occupancy on the basis of race, creed, color, sex, national origin, religion, familial
status, ‘age" or" disability; provided that the Owner may take such actions as may be
necessary to qualify for or to maintain its qualification for the exemption that relates to
housing for oldcr persons under the Fair Housing Act, as amended, and 24 CFR Part 100,
Subpart E:~

The Owner shall not discriminate against any Resident or prospective Resident on the basis
of that Resident's-or prospective Resident’s sources of income, including but not limited to
public assistance, provided such sources of income are not in contravention of any federal,
state or local law. The Owner further agrees not to discriminate against any Resident or
prospective Resident on the basis of that Resident's or prospective Resident’s receipt of
Section 8 or any comparable’ rcntaI- a’ssistance.

4.36  When selecting Residents for occupancy in Low-Income Housing Units or Housing
Units subject to a Special-Needs Housing Set-Aside(s) or the Farmworker Housing Set-
Aside, the Owner shall not apply selection criteria to a prospective Resident that are more
burdensome than the selection criteria applied to any other Resident or prospective
Resident; and the Owner shall take into ‘consideration the rental history of such prospective
Resident as evidence of the ability to pay the.applicable rent, if: (i) the rental history is of a
term of at least one year; and (ii) the history shows that the Resident has paid at least the
same percentage of his income for rent during that permd as he will be required to pay for
the rent of the Housing Unit for which the Remdent 1s applymg

437 The Low-Income Housing Units and any Housmg Umts subject to a Specml-Needs
Housing Set-Aside(s) shall not be geographically segregated from other Housing Units in
the Project. In addition, the Low-Income Housing Units and Housmg Units in a Special-
Needs Housing Set-Aside(s) shall be substantially the same size as other Housing Units
with the same number of bedrooms. . _

438 The configuration of Housing Units (e.g. studios, onc-bcdrooms, two-bcdrcoms
etc.) used for the Low-Income Housing Units and the Special-Needs Housing-Set-Asides
for Elderly persons, persons with Disabilities and Transitional. Housing shall be
proportional to the configuration of the Total Housing Units in the Project.” “The Owner
may use a configuration of Housing Units for the Low-Income Housing’ _Un_1t5 and/cr a
Special-Needs Housing Set-Aside(s) that is different than the proportional configurationof
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theTotal Housing Units in the Project only with the prior written approval of the
.~ Commission.

:4.39 All Low-Income Housing Units and any Housing Units subject to a Special-Needs
Housing ' Set-Aside(s) shall be of the same quality construction as all other Housing Units,
and shall be equipped and maintained in the same manner as all other Housing Units, with
the excepthn_of any additional amenities provided to meet the needs of Resident(s) with
Disabilities.  Notwithstanding the foregoing, if Housing Units rented to non-low-income
Residents are above the quality standard of the Low-Income Housing Units or contain
additional amenities not contained in the Low-Income Housing Units, then:

1) The Owner must represent and warrant to the Commission that the Eligible
Basis in the Building was reduced by an amount equal to the portion of the
Adjusted Basis of the Building which is attributable to Housing Units in the
Building which are not Low-Income Housing Units and which are above
the average quahty standard of the Low-Income Housing Units in the
Building; or .-

(i)  The Owner shall subrmt evidence that, in the judgment of the Commission,
reasonably demonstrates-that the excess of the cost of such above quality
Housing Unit(s) over the amount such Housing Unit(s) would cost if the
average cost per square foot of Low-Income Housing Units in the Building’
were substituted for the cost per square foot of such above quality Housing
Unit(s) were used, is less than fifteen percent (15%) of the cost per square
foot of the Low-Income Housing Unif and the Owner elected to exclude
such excess costs from Ehglble Bas1s :

4,40 The Owner shall at least annually notlfy the relevant publlc housing authority and
at least two (2) community agencies in the area of the Project of the availability of Low-
Income Housing Units and any Housing Units subject to-a Special-Needs Housing Set-
Aside(s) or the Farmworker Housing Set-Aside. Where no pubhc housing authority exists,
notice shall be given to an agency authorized to act in heu ofa pubhc housmg authority, if
any. }

4.41 The Owner shall at least annually notify the general public, via advertisement(s) in
a newspaper(s) of general circulation in the area of the Project, of the availability of Low-
Income Housing Units and any Housing Units subject to a Special-Needs Housing Set-
Aside(s) or the Farmworker Housing Set-Aside. Such advertisement(s) shalI confonn to
the Fair Housing Act, as amended, and state and local law. : .

T:AMasters\Contract\]1999 Regulatory Agreement Packet REGULATORY AGREEMENT (Extended Use -Ag:ecfnjén’t)

August 2, 1999 version Salem Village Apartments (TC or OID #97-44H) ¢ .~
24 October 26, ]999 A
Kathy Hill, Skagit County Auditor .

12/6/1999 Page 28 of 78 3:63:41PM ;



B 442 The Owner shall include a rider (the "Lease Rider") to each Resident lease or rental

“agreement and provide a copy to such Resident in substantially the form set forth in
:Exhibit "C", attached hereto and incorporated herein by reference, which describes in
‘general ‘the legal rights and remedies of the Resident and the Owner's duties and
responsibilities: under the Tax Credit Program. The Owner shall provide the Commission a
copy of the miaster lease or rental agreement with the attached Lease Rider and must
provide each Resident with a copy of the Lease Rider prior to their execution of a lease or
rental agreement.- The Lease Rider must be signed and dated by a Resident signifying
receipt of such Lease Rider and maintained on file for inspection by the Commission. The
Owner must provide each Resident a copy of the executed lease or rental agreement and a
copy of the srgned Lease Rlder for such Resident's records.

443 The Owner represents and warrants that the PI‘OjeCt shall not contain a Commercial
Facility; or to the extent. that it is intended that such Project contain a Commercial Facility
that the Owner shall not include any costs associated with such Commercial Facility in
determining the Eligible Basis of the-Project and/or any Building. The Owner further
agrees to provide evidence upon request in a form acceptable to the Commission of the
Owner's continuing compliance with this paragraph 4.43.

444 Throughout the Three-Year Period applicable to a Building, the Owner shall
comply with the terms, conditions, obligations, restrictions, covenants, representations and
warranties set forth in this Agreement‘and the Credit Reservation Contract which shall
remain in effect with respect to such Building until termination of the Three-Year Period.

The Owner acknowledges that the Commission’s requirements for the Three-Year Period
are more stringent than those under Section 42 of the Code

445 Except as specifically set forth in Section 16 below and the Policies, all Project
Transfers or Assignments shall require the prior written consent of the Commission. The
Owner shall not make, participate in, or allow a Project Transfer or. Assignment, except as
set forth in Section 16 below and the Polzczes without the pnor written consent of the
Commission.

446 The Owner represents and warrants that the Owner and/or the Project, as
applicable, complies and will continue to comply with each of the Program L1m1ts in the
Policies. : S

4.47 The Owner represents and warrants that the Project information-'ine'inde_d_ in Exhibit
"B", attached hereto and incorporated herein by reference, is complete and accurate. -
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5. Commission's Representations

__'Ihe'Commission represents that it had and has the authority to grant, or bind a successor
‘organization with the authority to grant, a Credit Reservation and a Carryover Allocation
and/or firial Alocation of Credit, if any, made with respect to the Project which would be
apportloned to each qualifying Building located in the state of Washington for purposes of
the Code. Any Credit Reservation, Carryover Allocation and/or final Allocation was and
will be based solely wupon the representations and agreements of and the information
submitted by the O_wner and/or the Owner's designees, representatives or agents without
confirmation by the Commission.

6 . Reporting Requirements

6.1  The Owner, shall timely provide in writing all information and documentation
requested by the Commission, its representatives or designees throughout the Project
Compliance Period. Such.information requested shall include without limitation, all
Certifications or other documentation as to the compliance of each Building in the Project
with the terms of this Agreement, the Qualified Allocation Plan, WAC 262-01-130(16), the
Policies, the Low-Income Housing Tax Credit Compliance Manual, and other requirements
of the Commission, IRS, state, federal or local authorities. Further, the Owner shall grant
the Commission and its representatives access to-the Project and to each Building and
structure located on the Land for on-site review and. inspection, which shall include the
right to interview Residents of the Project, to-inspect Housing Units, to review Resident
applications and financial information in the possession of the Owner (or its agents), and to
review information, including without limitation, the Owner's books and records relating to
the Project, upon a minimum of three (3) days advance notice. The Owner shall comply
with the comphance monitoring, record keeping, certification and reporting requirements
described in this Section 6, the Qualified Allocation Plan, WAC 262-01-130(16), the
Policies, the Low-Income Housing Tax Credit Compliance Manual, Section 42 of the
Code, and federal and state law. The Owner acknowledges that the Policies, the Low-
Income Housing Tax Credit Compliance Manual and federal and state laws as they pertain
to the Tax Credit Program are frequently amended and it is the Owner's sole responsibility
to ensure that the Project is in complance throughout the Project Comphance Penod

6.2  The Owner and its property management representanve shall at‘tend a tax credit
compliance training workshop given by the Commission or its authorized. designee by the
earlier of: (i) at least one hundred twenty (120) days before the first completed Building is
Placed-In-Service; or (ii) prior to commencement of initial rent-up act1v1tles for the
Project. -
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6.3 .. The Owner shall provide to the Commission, true, complete, and fully executed
copies of:. (i) IRS Form 8609 and attached Schedule A (together with any other
:'attachments) for each Building for the first Year of the Credit Period and for each Year of
the Credit Period thereafter; (ii) IRS Form 8586 (together with all attachments) for each
Building for the first Year of the Credit Period and for each Year of the Credit Period
thereafter; and (iii)"each and every other form or document that is required, pursuant to
Section 42 of the Code and the regulations thereunder, to be filed by the Owner with the
IRS in conrection with the PI‘O_] ect or any Building in the Project throughout the Project
Compliance Period. The copies described above must be filed with the Commission no
later than the earlier of the date they are actually filed with the IRS or the date they are
legally due to be filed, including extensions, with the IRS. Throughout the Project
Compliance Period, ithe Owner also shall provide to the Commission true and complete
copies of any and all notices, correspondence or other documents received by the Owner or
its agent from the IRS with tegard to the Project, including but not limited to notices,
correspondence or other documents résponding to or relating to IRS Form 8609, IRS Form
8586 and IRS Form 8823. ‘The copies described in the immediately preceding sentence
must be filed with the Cormmssmn no later than fifteen (15) days after being received by
the Owner. L

6.4  The Owner shall keep records ."for the Project (and, as noted, for each Building) that
show for each Year throughout the term of this Agreement the following information:

(1) The total number of Housmg Umts n each Building (including the number
‘ of bedrooms and the size in square- feet of each Housmg Unit).

(i)  The percentage and number of Housmg Umts in each Building that are
Low-Income Housing Units.

(iii)  The percentage and number of Housmg Umts in the Project that are subject
to the Additional Low-Income Housing Set-Aside requirements.

(iv)  The percentage and number of Housing Units:in the Project that are subject
to each of the Special-Needs Housing Set Asxde(s) or. the Farmworker
Housing Set-Aside requirements.

W) The Gross Rent charged for each Low—Income Housmg Un1t in the Project
(including any Utility Allowances).

(vi)  The number of Residents in each Low-Income Housing Umt

(vil) The number of Residents in each Housing Unit subject to a Spec1a1-Needs
Housing Set-Aside related to household size.

(viil) The Low-Income Housing Unit vacancies in each Buﬂdmg and 1nformat10n
that shows when, and to whom, the next available Housmg Umts were
rented. : L
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(ix}  The vacancies of any Additional Low-Income Housing Set-Aside in the
Project and information that shows when, and to whom, the next available
Housing Units were rented.

(x)) The vacancies of any Housing Units subject to a Special-Needs Housing

7 -Set-Aside(s) or the Farmworker Housing Set-Aside in the Project and
-~ “information that shows when, and to whom, the next available Housing
-~ Units were rented.

(xi) ~ The annual Income Certification of each low-income Resident;

(xii)~ Documentation to support each low-income Resident's Income
’ Certlﬁc_:_atl__on :

(xiiiy Documentation to support that each Resident who resides in a Housing Unit
that is subject to a Special-Needs Housing Set-Aside(s) or the Farmworker
Housing Set-Aside meets the Commission's eligibility criteria for such
Special-Needs Housing Set-Aside(s) or the Farmworker Housing Set-Aside.

(xiv) The Eligible Basis and Qualified Basis of each Building at the end of the
first year of the Credit Period.

(xv) The character and use of the nonresidential portion of each Building
included in the Building's Eligible Basis under Section 42(d) of the Code.

(xvi) The date that a Resident initially occupies a Housing Unit and the date that
a Resident moves-out of a Housing Unit.

(xvii) Documentation that ~ demonstrates compliance with the marketing
requirements for the Special-Needs Housing Set-Aside(s) and the
Farmworker Housing Set-As1de as’ set forth in paragraphs 4.29 and 4.30
above.

{xviii) If the Owner made an agreement in the Application relating to Resident
charges and fees, documentation that” demonstrates compliance with the
requirements set forth in paragraph 4. 32 above.

(xix) = Documentation that demonstrates comphance with the annual notification
requirements set forth in paragraph 4.40Q above. -

(xx) Documentation that demonstrates compliance ‘with the annual advertising
requirements set forth in paragraph 4.41 above. '

(xxi) Documentation that demonstrates compliance. vnth ‘the Lease Rider
requirements as set forth in paragraph 4.42 above, -

(xxii) Compliance with each and every other covenant and obhgatlon of the
Owner under this Agreement, the Credit Reservation C0ntract and/or the
Tax Credit Program. o

| 6.5 The Owner shall, throughout the term of this Agreement,.ré.‘_cai.ﬁ the records
described in paragraph 6.4 above: (i) for at least six (6) years after the due date (with
extensions) for filing the federal income tax return for that year; and, (if) with respect to
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~“"any year for which an income tax return is not filed or does not reflect the Credit for such
project; for at least six (6) years after the end of that year. The records for the first year of
the Credit Period as defined under Section 42(f)(1) of the Code, however, must be retained
for at least six (6) years beyond the due date (with extensions) for filing the federal income
tax return ‘for the last year of the Project Compliance Period as defined under Section
42(i1)(1) of the Code wﬂh respect to a Building in the Project.

6.6 The Owner shall submit a Certification at least annually to the Commission in a
form acceptable to the Commission under penalties of perjury that, at all times during the
preceding twelve (12) month Certification Perlod the following was true:

6.6.1 The Pg;o;ect met the requirements of:

@ the 20-50 test under Section 42(g)(1)(A) of the Code, or the 40-60
test under Section 42(g)(1)(B) of the Code, whichever Minimum
Low:Income Housing Set-Aside test is applicable to the Project; '

(i)  ifapplicable to the Project, the 15-40 test under Section 42(g)(4) and
Section 142(d)(4)(B) of the Code for "deep rent skewed" projects;

(iii)  any Additional Low-Income Housing Set-Aside; and

(iv) any Special-Needs Housing Set-Aside(s) or the Farmworker
Housmg Set- ASlde

6.6.2 There was no change in the Apphcable Fracnon of any Building in the Project,
or that there was a change, and a descnpt_xon of’ tl}e change.

6.6.3 The Owner has received an anhuéi:-'lﬁcbme Certification from each low-
income Resident, and documentation to support that Certification.

6.6.4 Each Low-Income Héusing Unit in the .'Pfojeq_tIWaé .-.Rent-Restricted.

6.6.5 All Housing Units in the lg"x:oject were for us;-e_'gby the g'é;neral public and used
on a non-transient basis (defined under Section 42(i)(3)(B) of thc COde).

6.6.6 * Each Building in the Project was suitable for occupancy and hab1tab111ty,
taking into account local health, safety, and building codes.

6.6.7 There was no change in the Eligible Basis (as defined in Sectlon 42(d) ‘of the

Code) of any Building in the Project, or if there was a change, the nature of the
change. R
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6.6.8 All functionally related and subordinate facilities included in the Eligible
- Basis under Section 42(d) of the Code of any Building in the Project, such as
" “swimming pools, other recreational facilities, and parking areas, were provided on a
comparable basis without charge to all Res1dents mn the Building.

_6 6. 9 If a Low-Income Housing Unit in the Project became vacant, that reasonable

© attempts were or are being made to rent ‘that Housing Unit or the next available
Housing Unit. of comparable or smaller size to Residents having a qualifying Income

" before any Housing Units in the Project were or shall be rented to Residents not
having a qualifying Income.”

6.6.10 Ifa Hpu,éing Unit subject to a Special-Needs Housing Set-Aside(s) or the
Farmworker . ‘Housing. Set-Aside in the Project became vacant, that the Owner
complied with the requirements specified in paragraph 4.30 above (describing good
faith efforts to actively: market vacant Housing Units and holding the Housing Units
open). :

6.6.11 If the Ownef'made-'aﬁ agreement in the Application for the *Allocation
Criteria relating to Resident charges and fees, that the Owner complied with the
requirements described in paragraph 4.32 above.

6.6.12 If the Income of a Resident of a Low-Income Housing Unit in the Project

. increased above the limit allowed in Section-42(g}(2)(D)(ii) of the Code, the next
available Housing Unit of comparable or smaller size in the Project was or shall be
rented to Residents having a qualifyinc"lncome..,.-

6.6.13 This Agreement was in effect as. an extended low-income housing
commitment as described in Section 42(}1)(6) of the Code

6.6.14 The Project was a Residential Rental Property in compliance with all
applicable federal, state and local housing laws, regulations and policies governing
nondiscrimination and accessibility, including but not limited to: the Americans with
Disabilities Act; Fair Housing Act, as amended; Architectural Barriers Act of 1968;
Housing and Community Development Act of 1974; Civil Rights Act of 1964; Civil
Rights Act of 1968; and Age Discrimination Act of 1975-and no Resident or
prospectwe Resident was discriminated against on the basis of race, creed, color, sex,
national origin, familial status, religion, marital status, age or dlsablhty, provided that
the Owner may take such actions as may be necessary to qualify for or to maintain its
qualification for the exemption that relates to housing for older persons under the Fair
Housing Act, as amended, and 24 CFR Part 100, Subpart E. Furthermore no
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.~ Resident or prospective Resident was discriminated against on the basis of that

- Resident's or prospective Resident’s: (i) sources of income, including but not limited

to public assistance, provided such sources of income were not in contravention of

_ ~any federal, state or local law; or (ii} receipt of Section 8 or any comparable rental
L assmtance

"'66 15 There ‘were no changes in the Project that would alter or amend the
representations-or agreements made in the Application, the Credit Reservation
Contract and/or-the Carryover Allocation Contract, except as the documents and
agreements have been previously amended by the Owner or its predecessor in
interest with the written approval of the Commission.

6.6.16 The O'Wﬁer has no actual or constructive knowledge of the occurrence of
any event that would reqmre the Owner to notify the Commission pursuant to
paragraph 4.12 above

6.6.17 When selectmg Res1dents for occupancy in Low-Income Housing Units or
Housing Units subject to a Spec1al-Needs Housing Set-Aside(s) or the Farmworker
Housing Set-Aside, the Owner-did not apply selection criteria to a prospective
Resident that was more burdensome than selection criteria applied to any other
Resident or prospective Resident.

6.6.18 The Low-Income Housmg Umts and .any Housing Units subject to a
Special-Needs Housing Set-Aside(s) were not at any time geographically
segregated from other Housing Units in the Prcgect

6.6.19 Except for the Special-Needs Housmg Set-A51de for Large Households, the
configuration of any Housing Units used for the Low-Income Housing Units and
any Special-Needs Housmg Set-Aside(s) were propomonal to the configuration of
the Total Housing Units in the Project (unless a-different configuration was
approved by the Commission in writing) and the Housing Units used for the Low-
Income Housing Units and any Special-Needs Housing Set-Aside(s) were
substantially the same size as other Housing Units W1th the same number of
bedrooms.

6.6.20 All Low-Income Housing Units and any Housing Units subject to a Special-
Needs Housing Set-Aside(s) were of the same quality and. construction gs.all other
Housing Units and were equipped and maintained in the same manrier-as-all other
Housing Units, with the exception of any additional amenities provided to- meet the
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needs of Resident(s) with Disabilities and subject to the exception set forth in

.. - -paragraph 4.39 above.

6.7

6:6521 The Owner notified the relevant public housing authority and at least two

“(2) community agencies in the area of the Project of the availability of Low-Income
" Housing"Units and any Housing Units subject to a Special-Needs Housing Set-
. _Aside(s) or the Farmworker Housing Set-Aside or, if no pubhc housing authority

existed, riotice was given to an agency authorized to act in lieu of a pubhc
housmg authonty

6.6.22 The_ Owner notified the general public, via advertisements in newspapers of
general circulation in the area of the Project, of the availability of Low-Income
Housing Umts and any Housing Units subject to a Special-Needs Housing Set-
Aside(s) or the Farmworker Housing Set-Aside, and such advertisement(s)
conformed with-the Fair ‘Housing Act, as amended, and state and local law.

6.6.23 The 0wner ﬁrovidéd-_a'c_:_épy of the Lease Rider (in substantially the form set
forth in Exhibit "C") to each Resident prior to the execution of each lease or rental
agreement for the Project and a-Lease Rider has been signed and dated by each
Resident and is on file with theﬁ Owner for inspection by the Commission.

6.6.24 The Project has not and ‘does not contain a commercial facility except to the
extent previously approved in wrmng by the Comm1ssmn

6.6.25 As may be requested by the _Con_;mIsswn in the future, any other factual
matters that reflect compliance by the Owner and/or the Project with each and
every other covenant and obligation under this Agrcement the Credit Reservation
Contract and/or the Tax Credit Program. :

The Commission will: (i} review the annual Certifications submitted by the Owner

of a Project under paragraph 6.6 above for compliance with the requlrements of Section 42
of the Code and with the requirements of the Commission's Tax Credit Program; and (ii)
randomly select at least twenty percent (20%) of the Low-Income Housing Units and
Housing Units subject to a Special-Needs Housing Set-Aside(s) or-the Farmworker
Housing Set-Aside for each Project each year and obtain from the Owner and review the
documentation of the Residents who have occupied these Housing Units- within the
Certification Period, including a copy of the annual Income Cértification ‘and the

-documentation (in a form prescribed by or acceptable to the Cornmlsswn) the OWner has

received to support that Income Certification.
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68 The Owner represents that it has reviewed the Low-Income Housing Tax Credit
“Compliance Manual, and agrees to prepare the documentation required in this Section 6 in
-accordance therewith.

6.9. . The Owner hereby acknowledges and agrees that the reporting requirements and
obllgatlons set forth in this Section 6 may be amended from time to time by the
Commission, in its'sole discretion, to the extent necessary to meet the requirements of the
Code and the Tax Credit Program and, for the purposes of this Agreement, the Owner shall
be subject:to-and.bound by such amendments on a prospective basis. To the extent
permitted by law, such amendments may be made either through an amendment of this
Agreement, the Policies or the Low-Income Housing Tax Credit Compliance Manual.

A Recordation

This Agreement shall be'recorded by the Owner in the office of the county auditor or
recorder of each county in which each Building in the Project is located. The Owner shall
deliver evidence of each such recording to the Commission within fourteen (14) days
following the execution of this Agre_ementf All amendments to this Agreement shall be
executed, recorded and delivered in 'like manner.

8. Enfore_erqe_i;t of “Terms -

8.1  The benefits of this Agreement shall inire to and may be enforced by the
Commission, its successors and assigns, throtighout the térm of this Agreement. The
Owner agrees that it shall execute and deliver any and all documents and instruments
necessary to effectuate the provisions of this paragraph 8.1 The rights and remedies of the
Commission under this Agreement upon Noncompliance; default or breach by the Owner
are in addition to and not in lieu of the rights and remedles the Commission has the

authority to exercise by statute, rule or ré gulation. : '

_ 8.2  Nothing in this Agreement shall impose any duty or obligation on the Commission
to take any action, including without limitation any duty or obligation to find a purchaser
for any Building, the Project or any portion thereof or to bring any action enforcing this
Agreement. The Commission may exercise its rights under this Agreement solely in its
own discretion. S

8.3  In determining whether any default or Noncompliance by the Owner "'e"};i.st's:__-zlihﬁe_r
this Agreement, the Commission shall not be required to conduct any inve_ét-i_gétio.n or
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| '___-.re\'.fi’e'w of operations by the Owner and may rely solely upon any notice delivered to the

Comm1ssmn with respect to the occurrence or absence of a default.

'?ﬁ 8.4 Any Credit Reservation, Can'yover Allocation and/or final Allocation and this
‘Agreement and the terms and provisions herein are solely for the benefit of the parties
hereto a:nd are not for the beneﬁt of and may not be relied on by any third parties.

85 ThlS Agreement is not intended, and shall not be construed, to create a duty or

- obligation of the. Commission to enforce any term or provision of this Agreement, the
Policies, the Credit Reservation Contract, or any other Tax Credit Program documents or
" agreements on behalf of, at the request of, or for the benefit of, any former, present or
prospective Resident.. The Commission assumes no direct or indirect obligation to any
former, present or p’rospectiVe Resident for violations by the Owner or any other party.
Violations of the provisions of this Agreement, the Policies, the Credit Reservation
Contract, or any other Tax Credit Program documents or agreements shall be enforceable
exclusively against the Owner and, to the extent provided for herein, against the Bound
Parties, a General Partner, a party to a Joint Venture, a Managing Member, and a Company
Member. The Commission, its successors, designees and assigns, assume no direct or
indirect obligation to any former, present or prospective Resident for such violations.

9, o Defaults; _Re_medies

If the Owner fails to observe or perform any of the terms, conditions, obligations,
restrictions, covenants, representations or warranties set forth in this Agreement on its part
to be observed or performed and if such Noné‘omplianc'e is not corrected as provided for in
Section 3 above, then such Noncompliance shall be c0n51dered an event of default and the
following shall occur: :

9.1  The Commission, its successors, de31gnees and. assigns, shall be entitled,
~ individually and collectively, by law or in equity to compel specific performance by the
Owner of its obligations under this Agreement and to exercise-any other rights or remedies
it may have under this Agreement, the Tax Credit Program the Credlt Reservatlon
Contract or law . o

9.2  In the event of a violation or attempted violation of any of the prov1smns hereof,
the Commission, its successors, designees and a551gns, and, subject ‘to the provisions of
paragraph 8.5 above, any individual who meets the income limitation for.a Low-Income
Housing Unit or a Housing Unit in the Additional Low-Income Housing Set-Aside; or who
meets the requirements for occupying a Housing Unit subject to a Spemal-Needs Housmg
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- ~Set-Aside(s) (such individual may be a former, present or prospective Resident of the
"Project), may institute and prosecute any proceeding at law or in equity to abate, prevent or
‘erjoin an'y' such violation or attempted violation, or to recover monetary damages caused
'by such v1olat10n or attempted violation.

9. 3 Upon demand by the Commission, the Owner shall pay to the Comnussmn an
amount equal to all'monies received by the Owner with respect to Low-Income Housing
Units and, to the extent applicable, Housing Units subject to a Special-Needs Housing Set-
Aside(s) orthe Farmworker Housing Set-Aside, from the time that the Owner or its agents
knowingly or neghgenﬂy permitted such Housing Units to be occupied by persons who are
determined not to-meet the-income limitations applicable to such Low-Income Housing
Units or who, subject to the terms of paragraph 4.30 above, are determined not to meet the
requirements for occupying a Housing Unit which is subject to the Spemal-Needs Housing
Set-Aside(s) or the Farmworker Housing Set-Aside until the Project is brought back into
compliance with the provisions of this Agreement. Notwithstanding the foregoing, the
provisions of this paragraph-9.3 are not intended, and shall not be construed, to grant to the
Commission a current lien on or a"seemity interest in, the rents, issues and profits from the
Project. Accordingly, the Commission shall have no right in the rents, issues or profits
from the Project that is prior to the mterest ‘of a properly executed and recorded mortgage
lien or assignment of rents [except-to the extent that the Commission may obtain a
judgment against the Owner (or its successor) that is prlor to a recorded mortgage lien or
assignment of rents].

9.4  Subject to the provisions of paragraph 8.5 above, any individual who meets the
income limitation for a Low-Income Housing Unit or a Housing Unit in the Additional
Low-Income Housing Set-Aside (such individual may be a former or present Resident of
the Project), shall be entitled to cause the Owner to pay such individual an amount equal to
the difference between the monies received by the Owner from such individual with
respect to a Low-Income Housing Unit and the amouint which should have been received
by the Owner if the rent collected by the Owner for such Umt was in comphance with the
provisions of this Agreement. - W

9.5  The provisions hereof are imposed wpon and made apphcable to the Project and
shall run with the Land and shall be enforceable against the Owner and ¢ach Bound Party
No delay in enforcmg the provisions hereof as to any breach ot violatiori shall impair,
damage or waive the right of any party entitled to enforce the same or obtaln rellef against
or recover for the continuation or repetition of such breach or violation or any other breach
or wolatlon thereof at any later time ot times. :
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10. Indemnification

101 The Owner, each General Partner, each party to a Joint Venture, and, in the case of

:a Limited Liability Company, each Managing Member or, if there is no Managing
Member; each.Company Member and any Company Manager, as applicable, shall jointly
and severally at all times indemnify and hold harmless the Commission, including any
member, officer; employee, agent or representative thereof (the "Indemnified Parties")
from and against any and all claims, suits, losses, damages, costs, expenses and liabilities
of whatsoever nature. or kind (including but not limited to attorneys’ fees, litigation and
court costs, amounts paid in settlement, amounts paid to discharge ]udgment(s) and any
disallowance of tax benefits) directly or indirectly resulting from, arising out of, or related
to: (i) acceptance,. consideration and approval or disapproval of the Application; (ii) use of
the information in the Application; (iii) the participation of any person in the Tax Credit
Program in connection with the Project; (iv) any Credit Reservation or Allocation of Credit
with respect to the  Project;  (v) the financing, acquisition, construction and/or
rehabilitation, syndication, sale, management or operatlon of such Project; (vi) the
Commission's acting as a party to any agreement entered into in connection with a Project;
(vii) any enforcement by the Commission of any agreement entered into by an Owner and
the Commission relating to the Project; (vili) any claim or suit arising because of an
Owner's or any other party's “failure to comply with any federal, state, or local
environmental, labor, income tax,excise tax, transfer tax, employment tax, housing or
employment discrimination, permitting;. ZOmng, orand use law, regulation or requirement;
and/or (ix) any claim or suit by an investor in the Pro;ect or by a lender to the Project or
purchaser or assignee. An Indemnified Parl:y may, in its sole discretion, monitor and/or
participate in the defense of any such claim or suit' and may select any law firm to do so.
This may include any level of participation; 1nclud1ng complete control, desired by the
Indemnified Party. . .

The Owner, each General Pariner, each party to a Joint Venture, and, in the case of a
Limited Liability Company, each Managing Member or, if there is no Managing Member,
each Company Member and any Company Manager; as apphcable shall promptly
reimburse the Indemnified Party for all attorneys' fees, lltxgauon and court costs, amounts
paid in settlement and other such sums as described above ‘which “are incurred by the
Indemnified Party. The Owner, each General Partner, each party to a Joint Venture, and,
in the case of a Limited Liability Company, each Managing Member-or,. if there is no
Managing Member, each Company Member and any Company Manager, as applicable,
waive any right to bring legal action, on their own behalf or on behalf of any other party,
against the Commission as to any matter for which the Owner, each General Partner, each
party to a Joint Venture, and, in the case of a Limited Liability Company,. each Managmg

T:\Masters\Contract\1999 Regulatory Agreement Packet REGULATORY AGREEMENT (Extended Use -Ag:ceﬁiént)

August 2, 1999 version Salem Village Apartments (TC or OID #97-44H) - .~
36 October 26, 1999 T
HMMMMM
Kathy HIN, Skaglt County Auditor ;

12/6/1999 Page 40 of 78  3:63:41FPM



' =._.-.Me'i_1'1be_r__or, if there is no Managing Member, each Company Member and any Company
Manager, ‘as applicable, agree to indemnify and hold harmless the Commission.

10.2  The Owner, each General Partner, each party to a Joint Venture, and, in the case of
a Limited- L1ab111ty Company, each Managing Member or, if there is no Managing
Membet, each Company Member and any Company Manager, as applicable, jointly and
severally agree to pay, indemnify and hold the Commission, including any member,

officer, employee, agent or representative thereof (the "Enforcing Parties") harmless from
any and all costs, expenses and fees, including all attorneys' fees which may be incurred by
any Enforcing Party.in.enforcing or reasonably attempting to enforce this Agreement
following any event of default on the part of the Owner hereunder, whether the same shall
be enforced by suit or otherwise; together with all costs, fees and expenses which may be
incurred in comnection with any amendment to this Agreement or otherwise by the
Commission at the request of the Owner (including the fees and expenses of legal counsel
to the Commission in connection with any opinion to be rendered hereunder).

10.3 The agreements to I'ndemhify set forth in this Section 10 are joint and several
obligations which are separate agreements which shall survive any foreclosure action,
attempted transfer or a531gmnent or termination of an Owner's, General Partner’s, party to
a Joint Venture’s, .and/or, in the case of a Limited Liability Company, each Managing
Member’s or, if there is no Managing Member, each Company Member’s and any
Company Manager’s interest in the Project and such agreements are a personal obligation
~of such party and action may be brought thereon: 1ndependently of any other remedy
provided for in this Agreement. The agreements to indemnify set forth in this Section 10
with respect to the Owner, General Partner(s), party to a Joint Venture, and/or, in the case
of a Limited Liability Company, each Managing Meniber or, if there is no Managing
Member, each Company Member and any Company Manager are intended to cover actions
or events which occur and give rise to the indemnification provisions of this Section 10
during the period of such party's interest in the Project; irrespective of when such claim or
suit is brought The signatures below of each General Partner, each party to a Joint
Venture and, in the case of a Limited Liability Company, each Managing Member or, if
there is no Managing Member, each Company Member and any Company Manager, as
applicable, not only binds the Owner to the terms of this Séction 10-but shall also
constitute such party's agreement to be separately bound in its own name by the terms of
this Section 10 notwithstanding the fact it is otherwise signing in a representatwe capacity.

10.4 Limited Personal Liability for Subsequent Owner. Except for accrued Annual
Compliance Monitoring Fees, no successor in interest to the Owner shall be- I1able for
monetary damages or restitution under Section 9 above or this Section 10 arising' from: (i)
acts (or failures to act) by persons or entities other than such successor (or a Related Party
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" -fo-such successor) which occurred before the earlier of the date the successor obtained
_~contiol or became the owner of the Project; or (ii) events or conditions on or related to the
-Project occurring or existing prior to the earlier of the date such successor obtained control

. or became the owner of the Project. Notwithstanding the foregoing, if defaults exist under
this “Agreement that arose before and are continuing after such successor either obtains
control ‘Or ‘becomes the owner of the Project (each a "Continuing Default"), then the
successor shall ‘be in Noncompliance under this Agreement to the extent that the
Continuing Default relates to the period commencing on the successor’s ownership of the
Project (subject to thie opportunity to cure provided in Section 3 above). If and so long as
the cure of a Contlnulng Default is prolublted by law (including restrictions on tenant
evictions), the successor shall not be in Noncompliance and shall not be required to cure
the Continuing Defaults; provided, notwithstanding the above, the Commission will give
the successor written fiotice of a Continuing Default and/or report the same to the IRS as
required by the Tax Credit Program, Section 42 of the Code, the regulations thereunder
and applicable law (as amended. from time to tlme)

If a successor in interest fo-the Owner (the "F1rst Successor") becomes the owner of the
Project and the First Successor, subsequently transfers the Project to an unrelated third
party, the First Successor shall not be liable under this Agreement for acts or omissions
occurring or conditions existing after the date of such transfer, provided that the following
conditions are met: :

(i) The First Successor completes the transfer of ownership of the Project in
accordance with the terms and conditions of Section 16 below, including
but not limited to the payment of the Commission’s then applicable
nonrefundable transfer fee;

(if)  The First Successor cures any exxstmg defaults for which it is responsible
hereunder in a timely manner; and

(iii)  The First Successor pays all accrued Annual Comphance Monitoring Fees.

In no event shall a successor in interest to the Owner be released from the continuing
obligations it has hereunder, including but not limited to paragraphs 10.1, 10.2 and 10.3
above, for acts or omissions occurring or conditions ex1st1ng dunng the penod of the
successor’s ownership of the Project. : .

11.  Notices; Counting Days

All notices to be given pursuant to this Agreement shall be in writing and s_ha.ll'i;.e'deemed
given when mailed by certified or registered mail, return receipt requested, to the. pzirtie’s at
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o the addresses set forth below, or to such other place as a party may from ume to time
"deS1gnate in writing:

E‘(_Jv(\rne_r:.-"__= o Salem Village Limited Partnership, A Washmgton
e Limited Partnership

Contact for Legal Notices:  Mark Kantor
T Attorney at Law
Kantor Taylor McCarthy & Britzmann, P.C.
1501 Fourth Avenue, Suite 1610
--Seattle WA 98101-1662

Commission: " Washington State Housing Finance Commission
1000 Second Avenue
Suite 2700. -
Seattle, Washmgton 98104-1046
Attn:  Executive D1rector :

Except as otherwise set forth herem "days" as used in this Agreement and all Exhibits
hereto shall mean calendar days, including Saturdays, Sundays and Washington State
holidays; provided if the last day of adeadline or other period described herein would
otherwise fall on a Saturday, Sunday or Washmgton State holiday, the last day of such
deadline or other period shall extend to the mext calendar day that is not a Saturday,
Sunday or Washington State holiday; provided; if the fast day of a deadline or other period
is December 31 (or any other date that cannot be exténded under the law), the deadline or
other period shall be the last day prior to the original deadhne or other period that is not a
Saturday, Sunday or Washington State holiday. -

12. 7 Amendment

The Commission and the Owner may amend this Agreement only by wr1tten agreement
signed by both parties and duly recorded.

13. Waiver

No action or failure to take action pursuant to this Agreement on the part of the
Commission, including without limitation, any investigation by or on behalf of the
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' Commission, shall constitute a waiver by the Commission of the Owner's compliance with
_-the terms, conditions, obligations restrictions, covenants, representations and warranties set
forth in this Agreement nor establish a precedent for any other project, person or entity.
‘No waiver, modification or change shall be binding unless in writing and signed by the
Commission. A waiver of a breach of any provision of this Agreement shall not operate or
be cor_lstrued as a waiver of any subsequent breach,

14.  Partial Invalidity

Each and every term of this Agreement shall be valid and enforceable to the fullest extent
possible. If any term(s) or provision(s) of this Agreement or the application thereof to any
person, entity or circumstances shall to any extent be invalid or unenforceable, the
remainder of this Agreement or the application of such term(s) or provision(s) to persons,
entities or circumstances other than those to which it is held invalid or unenforceable, shall
not be affected hereby. :

15 _ Further Assurances

- The Owner agrees to execute, adknowledge and deliver any and all documents,
instruments, and writings, and to perform other acts as are reasonably necessary to carry
out the purposes of this Agreement.

16.  Project Transfer or Assignment

16.1 Subject only to the specific exceptions set forth in-paragraph 16.2 below and the
Policies, each and every Project Transfer or Assignment shall require the prior written
consent of the Commission. A Project Transfer or Assignment is defined as any direct or
indirect sale, contribution, assignment, lease, exchange, or transfer of, or other change in,
6 an interest in the Land, the Project, or any Bulldlng, o
(i)  an ownership interest in the entity that is the Owner; or
(iii)  the right, title or interest of the Owner in the Apphcatlon the Credit
Reservation Contract, the Carryover Allocation Contract; this Agreement,
or any other agreement in which the Commission and the Owner are part1es

Project Transfers or Assignments that require the written consent of the Comrmssmn
generally fall into one of the three categories listed below; however, these thre¢ categoties
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" .-----"ére"r__xqt intended to describe all Project Transfers or Assignments that require the prior
“ written consent of the Commission:

16. 1.1 A sale, contribution, assignment, lease, exchange or transfer of, or change
.. .in, an interest in the Land, Project or a Building or in the Owner’s rights in the
: Apphcatmn

16.1.2 A__--sal__e, contribution, assignment, exchange, or transfer of, or change in,
certain ownership interests in the entity that is the Owner. The types of entities that
may be the'Owner are Limited Partnerships, Limited Liability Companies, General
Partnershlps Jmnt Ventures and corporations.

The typlcal types of transfers of, or changes in, ownership interests in these entities .
that require the prior written consent of the Commission are:

1) If a Limited Partnership is the Owner, a sale or transfer of, or change
in, the interest of a General Partner (including the addition, removal
or withdrawal of a General Partner);

(i)  If a Limited Liability Company is the Owner and has a Managing
Member, a sale or transfer of, or change in, the interest of a
Managing Member (inciuding the addition, removal or withdrawal
of a Managing Member); _

(i)  If a Limited Liability Company is the Owner and does not have a
Managing Member, 4 sale or transfer of, or change in, the interest of
a Company Member (mcludmg the, addrtlon removal or withdrawal
of a Company Member);" =

(iv) If a Joint Venture or a General Partnersh1p is the Owner, a sale or
transfer of, or change in, the interestof a party or Partner, as the case
may be (including the addition; removal or w1thdrawa1 of a party or
Partner); and

(v} If a Closely-Held Corporation 'is the Owner the issuance,
redemption or transfer of its stock or shares

For purposes of this Section 16, a General Partner s mterest in a Limited
Partnership, a Managing Member’s interest in a Limited Llablhty Company (or, if
there is no Managing Member, a Company Member’s interest in a Limited Liability
Company), a party’s interest in a Joint Venture, a Partner’s interest in a General
Partnership, and stock or shares in a Closely-Held Corporation, are referred to as
"Restricted Ownership Interests." T e T
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16.1.3 Project Transfers or Assignments requiring the prior written consent of the
“Commission also typically include certain indirect changes in the ownership
structure of the Project. For example, the Owner must obtain the Commission’s
prior written consent for a sale or transfer of, or change in, an ownership interest in
“a’'Limited Partnership, Limited Liability Company, General Partnership or Joint
" _V'tf:n-tilre,"- or for the issuance, redemption, or transfer of stock or shares in a
. .corporation if (i) the ownership interest that is the subject of the Project Transfer or
Assignme"rit is a Restricted Ownership Interest; and (ii) the entity in which the
interest-is- held 15 related to the Owner through a series of Restricted Ownership
Interests. . '

162 Notwithstanding the foregoing, the written consent of the Commission is not
required: (i) to lease-or rent Housing Units to Residents for their use as contemplated in the
Tax Credit Program; (ii) for any other incidental use, to the extent permissible under all
apphcable federal, state and local laws and regulanons (iii) to grant a security interest or
lien junior to the interest of the Commission; (iv) for a sale or transfer of, or change in, the
interest of a Limited Partner (including the addition, removal or withdrawal of a Limited
Partner); (v) in the case of a Limited Liability Company that has a Managing Member, for
a sale or transfer of, or change in, the interest of a Company Manager who is not a
Company Member or a Company Mémber who is not 2 Managing Member (including the
addition, removal or withdrawal of such Company Manager or Company Member); or (vi)
for the issuance, redemption or transfer of stock or shares of a corporation that is not a
Closely-Held Corporation. s

16.3 If in the Application the Owner (i) made a Commitment to participate under the
Credit Set-Aside category for Qualified -Nonprofit Organizations or Nonprofit
Organizations or (ii) requested and received ‘Alocation :Criteria Points for having a
Quatified Nonprofit Organization or a Nonprofit Organization sponsor for the Project, in
addition to the other requirements and conditions_sét forthin the Policies, and as
established by the Commission, any Project Transfer or Assignment shall be such that the
Project continues to qualify for the respective Credit Set-Aside category or the Allocation
Criteria Commitment, regardless of whether the Project received a Credit Reservation
and/or Allocation under the Credit Set-Aside category for . Quahﬁed Nonprofit
Organizations or Nonprofit Organizations or instead received a Credit Reéservation and/or
Allocation from the balance of the Annual Authority remaining after the Crcdlt Set Asides.

16.4 In order to request the Commission’s ‘written consent to a proposed Project
Transfer or Assignment, the Owner shall advise the Commission in writing of the proposed
Project Transfer or Assignment. The written request from the Owner, at a minimurmn,-shall
describe: (1) the name of the Project; (2) the name of the Owner, the proposed’Iraﬁs_fe’ro;
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“"and Transferee, and all other relevant parties; (3) a complete description of the proposed
" Project Transfer or Assignment, including the proposed effective date; and (4) any special

/ circumstarices related to the proposed Project Transfer or Assignment. After receiving the

“written Tequest, the Commission shall notify the Owner of the terms and conditions that
must-be satisfied, and the documentation that must be provided to the Commission, in
order for-the Commission to consider the request for its consent to the Project Transfer or
Assignment... "

16.5 For ffhefonﬁni_&sion to consider a request for consent to a Project Transfer or
Assignment, the Owner.must satisfy each of the following requirements at least forty five
(45) days before _th'e p"fbposed effective date of the Project Transfer or Assignment:

(i) Pay to the Cormmssmn the applicable nonrefundable Transfer Fee for each
Project Transfer or Assignment; and

(i)  Fully and accurately complete and return all of the forms, documents and
other information required by the Commission.

The Commission shall review the sufficiency of all of the documentation and information
submitted in support of a request for-the Commission’s consent. The Commission shall.
have the right to determine (i) whether additional information is necessary in order to
consider the request and (i) whether the Commission’s consent should be conditioned
upon certain events, facts or requirements.

16.6  Any Project Transfer or A351gnment made wnhout the Commission’s prior written
consent (unless otherwise expressly permitted under paragraph 16.2 above or the Policies)
or otherwise in violation of the requirements or.provisions of this Section 16 or the
Policies, the Credit Reservation Contract, or the Tax:Credit Program shall be:

6] ineffective to relieve or release the Transferor, the Land, the Project and/or
any Building from the obligations and provisions of the Policies, the Credit
Reservation Contract, this Agreement and/or the Tax Credit Program;

()  considered an event of default under the Application, the Credit Reservation
Contract, this Agreement and the Tax Credit” Program, allowing the
Commission to immediately exercise any or all avallable remedles and

(iii)  considered an event of Noncompliance that may result in the cancellation or
invalidation of the Reservation and/or Allocation of Cred1t for the PI‘OJBCt
and/or any Building. : L

16.7 The Commission will not provide an IRS Form 8609 to any person"o%_:ent__ii:;y ="o.t_'_l"ler
than the person or entity who owns the Project receiving such Allocation at the time-each
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: =___....--'B1.1i'1"t'iing is Placed-In-Service unless all Project Transfers or Assignments are completed in
~accotdance with the terms and conditions set forth in this Section 16 and the Policies.

116.8 Notwithstanding any contrary provision in this Agreement, the Credit Reservation
Contract, or the Policies, the Commission may, in its sole discretion, withhold consent to
any proposed PI'O_] ect Transfer or Assignment so long as (i) there remains an uncured
default or breach by the Owner (or any predecessor of, or successor to, the Owner) of this
Agreement, the Credit Reservation Contract, or the Policies, or (ii) any amount is owing by
the Owner, (or any predecessor of, or successor to, the Owner) to the Commission pursuant
to any provision in such ‘documents, including but not limited to paragraph 9.3 above.

©17.  Duration; Survival

All of the terms, conditions, obligations, restrictions, covenants, representations and
warranties set forth in this Agreement shall be effective with respect to the Project and the
Land upon execution of this Agreement and continue in full force and effect throughout the
Project Compliance Period, unless sooner terminated with respect to a Building under
Sections 22 or 24 below. Notwithstanding'the termination of this Agreement with respect
to a Building under Sections 22 or 24 below, Section 10 above shall survive and continue
and is a personal obligation of the Owner, each General Partner, each party to a Joint
Venture, and, in the case of a Limited Liability Company, each Managing Member or, if
there is no Managing Member, each Company Member and any Company Manager, as
applicable. o

18. . Time of theE:Es's'énce _
- Time is of the essence of this Agreement.
19. Captions
Captions used in this Agreement are used for convenience of the Parties only and shall not

be deemed to }imit, modify or alter any of the substantive provisions of this Agreement.

20. Gender
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~ .~ Whenever in this Agreement the context requires, references to person shall mean any

" 1nd1v1dual or entity including but not limited to any General Partnership, Limited

- Partnership, Limited Liability Company, corporation, Joint Venture, trust, business trust,

"-_cooperatzve or association and references to the masculine shall be deemed to include the
fermmne and neuter and references to the singular shall be deemed to include the plural.

21.  Governing Law; Effective Date

This Agreement'“. Shalﬁ_'lﬂ-- be govemed by the laws of the state of Washington.
Notwithstanding the “date of the Agreement set forth on page one, this Agreement is
entered into and shall be effective on the last signature date of the parties hereto.

. Involuntary Loss

22.1 In the event title to a Building is transferred during the term of this Agreement by
reason of foreclosure or forfeiture under a deed of trust, mortgage or real estate contract,
by deed in lieu of foreclosure’ or by any other similar process, then this Agreement,
excluding Section 10 above, shall ‘antomatically terminate with respect to such Building
and any portion of Land upon which such Building is located (the Building together with
any portion of the Land upon which such Building is located (whether owned or leased)
are referred to in this Section 22 as the “transferred property”) at the end of the Three-Year
Period applicable to such Building. This Agreement shall thereafter be effective as to the
Project but excluding the transferred property, In the event a successor in title by reason of
the foreclosure, forfeiture or deed in lieu of foreclosure desires to qualify for Credit for
such Building, if any, such successor in interest shall execute a revised regulatory
agreement (extended use agreement) that shall be a.recorded restrictive covenant on the
transferred property and shall perform such acts and execute such other and further
contracts or agreements required by the Commission; prov1ded if for any reason a revised
regulatory agreement (extended use agreement) is not executed; such successor shall
remain subject to, and liable under, the terms of this Agreement.- -

222 Notwithstanding the foregoing, paragraph 22.1 above shall r’iot'apply and all
provisions of this Agreement shall remain in full force and effect with - respect to a
transferred property if after an acquisition described in such paragraph, the Owner or a
related party (as defined in Sections 42(d)(2)(D)(iii), 267, 707(b) or 1563(a) of the Code)
acquires an ownership interest (for federal income tax purposes) in-such transferred
property if the Secretary or the Commission determines that such acqmsmon is part of an
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___'_..ar;ézigement with the Owner, a purpose of which is to terminate this Agreement in whole
~orinpart

'92223 In the event of involuntary transfer with respect to a Building arising as a
'consequence of seizure, requisition or condemnation by a governmental authority, this
Agreement; excludmg Section 10 above, shall automatically terminate with respect to such
Building and any portion of Land seized, requisitioned or condemned by such
governmental authonty, and this Agreement shall thereafter be applied by excluding such
Building and portion‘of Land from the Project.

224  This Agreement shall continue to apply in full to each Building and the Land as to
which no foreclosure, forfeiture, deed in lieu of foreclosure or involuntary transfer arising
from seizure, requisition or condemnatlon by a governmental authority has occurred until
otherwise terminated wﬁh respect to such Building and Land. :

' o3 "":Uniformity; Common Plan

The provisions hereof shall apply umfornﬂy to the entire Project to establish and carry out
a common plan for the use, developrnent and operation of the Project.

24, Terniiﬁation_of fhis-Agreement

The terms, conditions, obligations, restrictions, covenants, representations and warranties
set forth in this Agreement may be voluntarily .terminated by the Owner and the
Commission with respect to a Building in the Pro;ect under the following conditions:

24.1 At any time after the close of the latest to end of; (1) the fourteenth (14th) year of
the Compliance Period with respect to a Building; or (i) one Year prior to the end of the
Additional Low-Income Housing Use Period with respect to such Building, if any, the
Owner may submit to the Commission a written request (“Purcha.se Request") that the
Commission find a person to purchase the Owner's interest in stch Buﬂdmg

242 The Commission shall have one year from its receipt of a Purchase Request to
present a proposed Qualified Contract by a person who agrees to purchase such Building
and continue to operate the low-income housing portion of such Bu11d1ng as-a quallﬁed
low-income building (within the meaning of Section 42 of the Code). '
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243 __If the Commission presents a timely proposed Qualified Contract under paragraph
'24.2-above, the Purchase Request shall become irrevocable and the purchase and sale of
‘the Building shall be carried out pursuant to the terms of the Qualified Contract. If, during
‘the one year period and before the Commission presents a Qualified Contract, the Owner
withdraws the Purchase Request: (i) the Owner shall fully reimburse the Commission for
its costs incurred in attempting to locate a purchaser, including but not limited to the
© Commission's advértising costs, broker fees and attorneys' fees; and (ii) the terms,
conditions, obligations, restrictions, covenants, representations and warranties set forth in
this Agreement shall not terminate with respect to such Building. However, the Owner
shall not be precluded from having paragraph 24.1 above apply to a subsequent request
made thereunder Wfth"’féspeet to such Building.

244 Ifthe Comm1ss1on does not present a proposed Qualified Contract for a Building
under paragraph 24.2 above by the-close of the one year period, then the terms, conditions,
obligations, restrictions, covenants, representations and warranties set forth in this
Agreement in effect for such Building,.excluding Section 10 above, shall terminate at the
end of Three-Year Period in effect with respect to such Building and the terms, conditions,
obligations, restrictions, covenants, représentations and warranties set forth in this
Agreement, excluding Section 10 above ‘shall thereafter be applied by excluding such
Building from the Project. .

24.5 This Agreement shall continué' in full force and effect and shall continue to apply to
each Building, the Land, and Project not subject-to the Owner's Purchase Request and the
related absence of a Qualified Contract under parag;ap_lfis 24.1 and 24.4 above.

24.6  If the Project consists of more than one Building, then the terms and requirements
for the sale of one or more but not every Building in the Project shall be governed by
subsequent Treasury Regulations and other apphcable law, Nothmg in this Agreement
shall be deemed to permit sale of any Building or any-interest in a Building, the Land, the
Project or any portion thereof in violation of any applicable law, including without
limitation state.and local subdivision and zoning laws, ordlnances and regulat1ons

25. Valid Existence; Authorization; No Conflict With Oth_er ]_f):;)'t':ilments'

The Owner warrants that it is validly organized and currently authorized to-'do business in
the state of Washington. The Owner, and each party or person executing this Agreement
on behalf of the Owner, represents and warrants as follows: (1) that the execution;, delivery
and performance of this Agreement have been duly authorized and approved by the
appropriate governing body of the Owner; (ii) that this Agreement, upon execujuo_n by e_ach
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* .signatory of the Owner as set forth below, constitutes a valid and binding agreement of the
Owner; (iii) if the Owner is a Partnership, that the Partners executing this Agreement on
behalf of the Owner constitute all of the General Partners of the Partnership as of the date
‘of the execution of this Agreement; (iv) if the Owner is a Joint Venture, that the parties
exectiting this ‘Agreement on behalf of the Owner constitute all of the parties of the Joint
Venture; and (v) if the Owner is a Limited Liability Company, that the parties executing
this Agreement on behalf of the Owner constitute, (a) if the Limited Liability Company has
one or more Managing Members, all Company Managers (including all Managing
Members) ot .(b) if the Limited Liability Company has no Managing Members, all
Company Members and all Company Managers, if any, as of the date of the execution of
this Agreement. The Owner further warrants that the Owner has not executed and shall not
execute any other- agreement with provisions contradictory to, or in opposition to, the
provisions hereof, and.that in' any event this Agreement is controlling as to the rights and
obligations in this Agreement and supersedes agy other conflicting requirements.
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L [Be. sure to keep all signatares inside the box to be able to record the document.]

IN .'WI-TNESS WHEREOF, the parties have caused this Agreement to be signed
- by their respective, duly authorized representatives on the date(s) set forth opposite
their 51gnatures below

Note If the Owner is a Partnership, each General Partner must sign. If the Owner is
a_Limited Liability: Company that has one or more Managing Members, each
Company Manager (including each Managing Member) must sign. If the Ownerisa
Limited Liability Company that has no Managing Members, each Company Member
and any Company Manager must sign. If the Owner is a Joint Venture, each party to
the Joint Venture must 51gn If the Owner is one or more individuals, each individual
must sign. :

OWNER: Salem Vlllaoe Lmuted Partnershlp, A Washington Limited

Partnership’ e
By (print): 24t Vi A&'g{.-.- Noy Wik onpisra mﬂ&ﬁw&;@vrw
By (sign): SF21aa-t /éu{
Name (print); KEK A BEILE 4 Date
Title (print): DRESINENT ot S4Lef AC Nm-Pmc,,,L Corporation
By (print): . its/a
By (sign): L L
Name (print): ~o o o Date:
Title (print): T
By (print): e "'_4ite/_a..
By (sign): e
Name (print): . ~ Date: -
Title (print): L

Owner's Federal Taxpayer Identification Number: 91-1789040 |

WASHIN 'm ING FINANCE COMMISSION

By / , ate: £ 2 fé - f 5 7 .
%Heman Executive Director LA
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' ﬂVétd}jf page for person signing on behalf of an entity. Please make additional
copies of the applicable notary page as needed for each signatory. Be sure to keep all
. marks and the notarzal stampy'seal inside the box to be able to record the document.]

STATE OF WASHINGTON )
R e

COUNTY OF §Ka x%’\" )

I certify that I know or: have satlsfactory ev1dence that Kcn'!— \"tbz.,bér lh-{

the person who appeared before me, a_nd said person acknowledgcd that he/she 51gned
this instrument, on oath stated that he/she was authorized to execute the msn'uria_.e};'xt as
the/a Pres\darﬂ— N ofF e v.na;e,

which is the/a A y of Vilk L Pinskp.,
and acknowledged it to be the freé-énd volunta:ry_act of such party for the uses and

purposes mentioned in the instrument.

Dated I. _1—3.% aq.

ST Ke,r\n m m

3 \\k_!‘{‘---:f{f{l/ >y Notary Public

Narme (print): %\m T'Y\ 5ml—m

- A'.' () 2 - :
R 15, DS Residing at: DOV V@ nAB—
‘l' OI‘:..-T-.T\’\\“\"\ -

‘l.s 1~-"-"t"\'::) ‘\‘
Tasggipanes® Commission expires: |t 2-11<} 'ZBD\

{Use this space for notarial stamp/seal.)
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1 [Natary Dpage for person signing on behalf of Washington State Housing Finance
1 ‘Commission. Be sure to keep all marks and the notarial stamp/seal inside the box to be
| able ro record the document.]

STATE OF WASHINGTON )
COUNTY OF . KING _ )
I certify that I know or have_:_"Sat'i_'sfactory evidence that __ Kim Herman is

the person who appeared __l__:-.efo':_g: ‘me, and said person acknowledged that he signed this
instrument, on oath stated that he 'W_as" authorized to execute the instrument as the

Executive Director __ of the Washington State Housing Finance Commission, a

body corporate and politic, and .at;fiéﬁd'wledged it to be the his free and voluntary act

for the uses and purposes mentioned-in the instrument.

I_:)i_z;ted: 17// z , 11

SNRXRY Ve, Notary Public ~ (} .~ -\
S Sessiiggey, )
SO I = R
£V wowmay iR L |
E i —— . Name (print): Scott Ryan Vederoff
T 2 Am® L F T
'3,’0}.."',9 i 'ﬁ"if%? Residing at: Seattle. Washington
(’ "-.... 3 ‘.-" W ) i
%zfﬂp'ﬁi's‘\\\ﬁ:‘& . o e
U Commission expires: 3/3/2001. s

(Use this space for notarial stamp/seal.)
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EXHIBIT "A"
TO REGULATORY AGREEMENT (EXTENDED USE AGREEMENT)

LEGAL DESCRIPTION

The land référre'ﬂ fp_herein is situated in the County of Skagit, State of Washington, and
is described as follows:

Lot 2 of Short Plat No: MV-8-94, as approved July 1, 1997 and recorded July 1, 1997, in
Book 13 of Short Plats, pages 17 and 18, records of Skagit County Washington, being in
a portion of Government Lot 7, Section 8, Township 34 North, Range 4 East, W.M,,
TOGETHER WITH that portxon of Lot 3 of said Short Plat, described as follows:

Beginning at the Northwest corner.of said Lot 2; thence South 0 degrees 11' 21" West,
along the West line of said Lot.2; also being the East line of said Lot 3, a distance of
229.71 feet to the Southwest corner-of said Lot 2; thence North 87 degrees 57'29" West,
along the North line of a 60.00-foot wide-utility and access easement as shown on said
Short Plat, 53.64 feet; thence North 0 degrees 11' 21" East, 64.17 feet to the beginning of
a curve to the right, having a radius of 88.00 feet; thence Northeasterly along the arc of
said curve to the right, through a central angle of 21 degrees 40’ 05", an arc distance of
33.28 feet; thence North 21 degrees 51' 26'" East; 117.03 feet to the beginning of a curve
to the left, having a radius of 50.00 feet; thence Northerly along the arc of said curve to
the left, through a central angle of 21 deégrees 40'-05", an arc distance of 18.91 feet;
thence North 0 degrees 11' 21" East, 4.11 feet to a point which lies North 87 degrees 57'

29" West from said Northwest corner of Lot 2; thence South 87 degrees 57' 29" East,
0.64 feet to the POINT OF BEGINNING. ' _

Situated in the County of Skagit, State of Washington.
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EXHIBIT "B"

TO REGULATORY AGREEMENT (EXTENDED USE AGREEMENT)

PROJECT DESCRIPTION

NAME OF PROIECT Salem Village Apartments

TC OR OID NUMBER 97448

OWNER: T . Salem Village Limited Partnership, A
c Washington Limited Partnership

OWNER'S ADDRESS: -~ PO Box 2116

Mount Vernon WA 98273

OWNER'S FEDERAL TAXPAYER
IDENTIFICATION NUMBER: - 911789040

CONTACT FOR LEGAL NOTICES: ™ .~ Mark Kantor
o Attorney at Law
Kantor Taylor McCarthy & Britzmann, P.C.
1501 Fourth Avenue, Suite 1610
-’Seattle WA 98101-1662

CREDIT SET-ASIDE CATEGORY: Quahﬁe_d_.-anpro_fit Organization

The agreement to limit Resident up-front charges and fees as set forth in pa.ragr"aph 4.32. of this. Agreement does apply to this Project.

The agreement to comply with the conditions of the Preservation of Federally Asststcd Low lncome Housing Allocation Criterion as set
forth in paragraph 4.33 of th:s Agreement does not apply t6*this PrQ;ect

ADDITIONAL LOW-INCOME HOUSING
USE PERIOD: ' 22 years

PROJECT COMPLIANCE PERIOD: 40 years
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| TOTALUNITS
: TOfAL _ééMMON AREA UNITS:
fToTA;'f.HQU"fS_ING UNITS:
¥ PRéJEéT‘APPﬁCABLE FRACTION:

MINIMUM: LOW—TNCOME HOUSING
SET-ASIDE:

PERCENT OF AMGI FOR QUALIFIED
LOW-INCOME HOUSING UNITS:

+TOTAL HOUSING UNITS IN LOW-
INCOME HOUSING SET-ASIDE:

PERCENT OF AMGI FOR HOUSING
UNITS SUBJECT TO ADDITIONAL -

LOW-INCOME HOUSING SET-ASIDE: "~

+ADDITIONAL LOW-INCOME HOUSING .~

SET-ASIDE:

+SPECIAL-NEEDS HOUSING SET-ASIDES

AND FARMWORKER HOUSING SET-ASIDE

FOR LARGE HOUSEHOLDS:
FOR PERSONS WITH DISABILITIES:

FOR PERSONS WHO ARE ELDERLY:

The Owner has elected the following criteria

for operating the Project as an Elderly
Housing Project:

FOR TRANSITIONAL HOUSING:
FOR FARMWORKERS:

T \Masters\Contract'\1999 Regulatory Agreement Packet
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46

100%
"40 /60"
60%

B

46 .

T40%

#* OF HOUSING UNITS ~ %* OF ALL HOUSING UNITS

36 76%

: e

10 L 20%
46 100%

Election 1: A Project in which éll Housing
Units are intended for and solely occupled by
Resndents who are 62 or older

0 0%
0 0%
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%* of
Housing
Units in
#of each
Qualified Building
Low- which are
Approx- Building #of Income Qualified
R L imate Type (New, Housing Housing Low-
Street Address for each Building (or, if Credit % Rehabilitation,  Uhits Units Income
BIN for each none is available the legal description for each Acquisition/ in each in each Housing
Building included in Exliibit A"} City Building Rehabilitation Buildingt  Buildingt Urits?
WA-97-00141 2619 North LaVeénture Road Mt. Vernon "9 New 47 46 160.00%

* Based on the lesser of thé Unit Fraction or Floor Space Fraction.

1 Excludes any Common Area I}I'n.its. e

COMMON AREA UNITS:
BIN for each
Building Street Address for each Building {or, if none is availabie the legal description included in Exhibit "A"}  # of Units

WA-57-00141 2619 North LaVenture Road S s H

T:\Masters\Contract\1999 Regulatory Agreement Packet REGULATORY AGREEMENT (Extended Use Agreement);
August 2, 1999 version Salem Village Apartments (TC or OID # 97-44H) : -~
October 26, 1999 .-~

3 . EXHIBIT "B""~

W

Kathy Hill, Skagit County Auditor
12/6/1999 Page &9 of 78  3:63:41PM



EXHIBIT "C"

T‘d‘ REGULATORY AGREEMENT (EXTENDED USE AGREEMENT)

LEASE RIDER TO BE ATTACHED TO RESIDENT LEASES
AND RENTAL AGREEMENTS

..~ APPLICATION for RESIDENCY
“RECERTIFICATION of EXISTING RESIDENT

Dear prospective reé’ident/.exis’ting‘ resident: ...

The Salem Village Apartments project rents residential rental units under the federal low-
income tax credit program administered by the Washington State Housing Finance
Commission through its Low-Income Housmg Tax Credit Program. Under this program,

the owrer may qualify for federal tax credits in exchange for renting at least a portion of
the project to low-income people ‘and restricting the rents for those units. In addition, the
owner may have agreed to set aside a portion of the project for occupancy by persons who
meet the special-needs criteria of the program. '

At least forty six (46) units in this project are set aside for low-income residents. No new
resident in these units can have income exceeding s"lxty percent (60%) of the area median
gross income for the county(ies) in which the project is located, as published by the U.S.
Department of Housing and Urban Development at the time'of initial tenancy. In addition,
the owner has agreed to set aside at least thirty six (36) (the Additional Low-Income
Housing Set-Aside) units.in this pro;ect for residents with income not exceeding forty
percent (40%) of the area median gross income for the county(ies) in which the project is
located, as published by the U.S. Department of Housing and Urban Development at the
time of initial tenancy. Substantial assets are converted by formula and included in the
income total. The federal government and the Commission describe how to measure,
report and verify income under this program to ensure that the project is reaching those
individuals for whom it was designed. Special rules are used for full-nme students

Maximum rents are determined based on the income elections made above and by the
number of bedrooms in the units. A table of maximum rents is provided to; the owner by
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' "thie Commission and is adjusted annually based on the area median gross income for the
co’unty(ie‘s) in which the project is located.

"To be el1g1b1e for a rent-restricted unit, all the income and assets of the residents of that
uniit must be documented and verified. The manager of the project will provide the forms
each prospective resident or existing resident will be required to prepare and submit.
These forms-must be filled out accurately. The forms which will need to be filled out
include the following:".

. Rental 'Ei-igibility Application. Income from all sources and assets must be
listed. The forms must be signed and dated under penalties of perjury.

2. Requést for 'Vériﬁcation of Employment. Employer must complete
employer section. -One form is needed for each source of income in the
household.

The Low-Income Housmg Tax Crcdrr Program also requires annual recertification for all
participating residents. This means that a new set of these same forms must be completed
annually by existing residents.. Agam, all information must be accompanied by
documentation. Because of the growing pressure on the government and the Commission
to combat fraud, these forms must be. prepared carefully so that every question is answered
and that all answers are clearly readable. "N/A" (not apphcable) should be written in all
sections which do not apply. - :

Once you are certified as a low-income resident, you-continue to be eligible as a low-
income resident, even if your income later rises above.the income limitation. Special rules
take effect if your income rises above 140% of the income limitation you met at your
initial occupancy; if the owner wants to continue to. count your unit as a low-income unit,
your rent must remain restricted. However, if your apartment project also contains market
rate units, and the owner elects to rent one of the market rate units to a qualified low-
income resident to replace the unit you occupy as a low-income unit, your unit would no
longer be required to be rent restricted. In any event, the Tax’ Credit' Program does not
require that you be evicted or that your tenancy be terminated, even if your income rises
above the initial income limitation.

In addition to the units which are set aside for residency by persons who meet certain
income limitations as described above, some units in the project may‘be set-aside for
persons with special needs or for farmworkers. At least zere (0} units in this p__rOJec_t are set
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_.....a's__i_dé' for low-income large households and contain three (3) or more bedrooms for
_-occupancy by four (4) or more persons who are not necessarily related.

'EAt least ten (10) units in this project are set aside for residency by persons with a physical
or mental impairment which substantially limits one or more of the major life activities of
such 1nd1v1duals such as preventing the caring of oneself;, performing manual tasks,

walking, seeing, hea_nng, speaking, breathing, or learning.

At least forty six: (46) units in this project are set aside for residency by: (i) at least one
person fifty five (s S) or older per unit; or (ii) only persons sixty two (62) or older.

At least zero (0). umts in this project are used to facﬂltate the transition of homeless
individuals to mdependent hv_lng within twenty four (24) months.

At least zero (0) units (wh1ch are all of the units) in this Project are set aside for
farmworkers. :

- Persons meeting any of the foregoing special-needs criteria will be required to verify their
eligibility to reside in a unit included in-a special-needs housing set-aside(s). In addition,
such prospective resident or existing resident will need to follow the income verification
requirements discussed previously te rcmde in a unit set aside for low-income residents.

All housing in the project will be operated ina. manner consistent with federal housing
policy governing nondiscrimination and acce351b111ty, as determined under the Americans
with Disabilities Act, the Fair Housing Act, as amended, the rules and regulations of the
U.S. Department of Housing and Urban Dévélopment and federal, state and local law now
provided or which may hereafter be provided.” ‘To that end, the owner shall not
discriminate in making rental units available for occupancy on the basis of race, creed,
color, sex, national origin, religion, marital status;.age or disability; provided that the
owner may take such actions as may be necessary to: quahfy for or to maintain its
_qualification for the exemption that relates to housing for older persons under the F air
Housing Act, as amended, and 24 CFR Part 100, Subpart E. Furthermore, the owner shall
not discriminate against any prospective resident or ex13t1ng ‘resident on the basis of that
prospectlve resident’s or existing resident's sources of income prowded such sources of
income are not in contravention of any federal, state or local law. L

All units set aside for occupancy by persons who meet the low-income. or persons with

special-needs criteria of the program will be of the same quality construction: as. all other
units, and will be equipped and maintained in the same manner as all other umts
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- When selecting residents for occupancy, the owner shall not apply selection criteria to a

_:.prospect'i-\fe; resident that is more burdensome than selection criteria applied to any other

‘prospective resident or existing resident; and the owner shall take into consideration the
rental history of such prospective resident as evidence of the ability to pay the applicable
rent, so-long as: (i) the rental history is of a term of at least one year; and (ii) the history
shows that the res1dent has paid at least the same percentage of his/her income for rent
during that penod as he/she will be required to pay for the rent of the unit for which they
are applying. ..

Under the Low-Income Housing Tax Credit Program each prospective resident and
existing resident-who-meets the low-income requirements and/or the special-needs criteria
of the program is given certain rights to ensure the owner's compliance with the applicable
unit restrictions. Residents who meet the low-income requirements, who reside in a rent-
restricted unit, and who pay.rent to the owner in excess of the amount allowed under the
Low-Income Housing Tax. Credlt Program are entitled to seek recovery of the excess
amount of rent paid, if any. - '

If you have any questions, please contact the project's manager at
telephone: .

Acknowledged by: | o, Date:
(Signed by Prospective Resident or Existing R551dent)

The Commission's address and telephone number-1s_:_ -

Washington State Housing Finance Commission .~
Attn: Tax Credit Compliance Monitoring .

1000 Second Avenue, Suite 2700

Seattle, WA 98104-1046 ~

(206) 464-7139

1-800-767-HOME
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| : EXHIBIT "D"
- TOREGULATORY AGREEMENT (EXTENDED USE AGREEMENT)
} DEFINITIONS
11 __'.:‘-;‘tdd.itt‘e'nal Low-Income Housing Set-Aside" means the specified percentage of

Housing Units that are both Rent Restricted and occupied by Residents whose Income is at
or below forty pe't_*cent (40%) of the Area Median Gross Income.

1.2 "Additional Low:Income Housing Use Period" means with respect to a Building,
the period of twenty. two (22) Years beginning immediately following the end of the
Compliance Period. .This Agreement shall remain in full force and effect during this
period and the Owrer shall comply with the terms, conditions, obligations, restrictions,

covenants, representations and warranties set forth in this Agreement for the duration of
the Additional Low-Income Housing Use Period. The Owner and its successor(s) in
interest, if any, waive(s) any right to terminate this Agreement with respect to any Building
in the Project for the duration-of the Additional Low-Income Housing Use Period as may
otherwise be available pursuant to Section 42(hY(6)(E)A)(IT).

1.3 "Agreement" means this Regulatoff Agreement (Extended Use Agreement).

1.4  "Allocation" means, for purposes of this. Agreement, the maximum amount of
Credit available to the Project as a result of an “allocation of Credit by the Commission,
which will be apportioned to each Qualified Building at the time such Building is Placed-
In-Service. Allocation includes (a) Credit allocated (as that term is used in Section 42 of
the Code) by the Commission and subject to- Section 42(h)(1) of the Code (i.e., Credit
allocated pursuant to the competitive allocation process) and (b) Credit attnbutable to that
portion of Eligible Basis financed with tax-exempt bonds (i.e., Credit which, by virtue of
Section 42(h)(4) of the Code, is not allocated pursuant to- the competltlve allocation

process).

1.5  "Annual Compliance Monitoring Fee" means the a.nnual fee. imposed by the
Commission on the Owner of a Project for monitoring of its comphance wzth the Code, the
Tax Credit Program, the Credit Reservation Contract and this Agreement

1.6 "Applicable Fraction” means the lesser of the Unit Fraction or Floor Space Fraction
for a Building or the Project, as the context so requues

17 "Application" means the Tax Credit Program Application and amendments thereto
if any, submitted by the Owner with respect to the Project.
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' 1 g n Etcz" has the meaning set forth in paragraph 4.12 of this Agreement.

.;-1 9 "BIN" means the Building Identification Number (i.e., the identifying number
'-asmgned toa Bulldmg in the Project by the Commission).

1.1 O & ound PEX" has the meaning set forth in the Recitals of this Agreement.

.11 "B ulldmg means Residential Rental Property containing residential Housing Units
located on’the Land and included in the Application. For purposes of the Tax Credit
Program, each Building is identified by its BIN and its street address assigned by the
United States Postal Service. In case of any inconsistency, the BIN shall control. In the
event more than one Building is located on the Land, each Building must be identified in
~ the manner required by Section 42(g) of the Code to be treated as part of the Project.
Failure to meet the foregoing requirements will result in each Building on the Land being
treated as its own independent Project. Any Allocation of Credit shall be effective only for
the Building(s) identified in a Carryover Allocation Contract or otherwise in Exhibit "B",
attached to this Agreement. '

1.12  "Carryover Allocation" means; to-the extent applicable, an Allocation pursuant to a
Carryover Allocation Contract which is made with respect to a Building or Project
pursuant to Section 42(h)(1)(E) and/or Section 42(h)(1)(F) of the Code, as the case may be,
and in conformance with Treasury Regulation Section 1.42-6. A Carryover Allocation is
generally not granted if the Project is a Qualified Tax-Exempt Bond-Financed Project.

1.13  "Carryover Allocation Contract” means; to the-extent applicable, an agreement
~ entered into between the Owner and the Commission, and amendments thereto, if any,
wherein subject to the satisfaction by the Owner of the terms, conditions, obligations and
restrictions set forth therein and satisfaction of the requirements under Section 42(h)(1)(E)
and/or Section 42(h)(1)(F) of the Code, IRS Treasury Regulatlon Section 1.42-6 and any
other applicable law, the Commission makes a Carryover: Allocation to the Project. A
Carryover Allocation Contract is generally not entered 1nto if the Project is a Qualified
Tax-Exempt Bond-Financed Project. S

1.14 "Certifications" means the representations made under penalties of perjury by (i)
the Owner, (11) each Developer, (iii} each General Partner, (iv). each party-to a Joint
Venture, (v) in the case of a Limited Liability Company, each Managing Member or, if
there is no Managing Member, each Company Member and any Company Manager,
and/or (v1) each Resident, as applicable, including but not limited to those representations
set forth in the Application and the Certification Regarding Financial -Solvency -and
Litigation Status; Certification on Behalf of Nonprofit Organization; C'em‘zf canon on
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~

";':..Behalf of Profit-Motivated Individual, Business, Corporation or Partership; and

' . Certification of Ability to Contribute Equity to the Project to the extent such Certifications

-apply to the Owner and/or the Project. Certifications also mean any and all representations
made under penaltics of perjury with respect to the Project at any time from the date of
‘ 'f-subnussmn of the Application and throughout the Project Compliance Period.

1.15 "Closely-Held Corporation” means a corporation whose shareholders do not have a
ready" public market in which to sell their stock or shares, as determined by the
Comm15510n e

1.16 "Code" means the Internal Revenue Code of 1986, as amended, together with'
corresponding and . applicable temporary, proposed, and final Treasury Regulations, and
Revenue Rulings.and pronouncements issued or amended regarding it by the U.S.
Department of the Treasury or IRS or as interpreted by any court of competent jurisdiction,
to the extent apphcable to the PrOJect

oy,

1.17 "Commission" means the Washmgton State Housing Finance Comm1ssmn and any .
successor or assignee. : :

1.18 "Commitment" means a representatmn or agreement of the Owner contained in the
Application which is binding upon-the Owner and its successor(s) in interest throughout
the Project Compliance Period unless-otherwise noted in this Agreement the Policies, the
Application or agreements entered into with the Comm1ss1on in connection with the Tax
Credit Program. -

1.19 "Common Area Unit" means a Unit in-the Project, as identified in this Agreement,
that is occupied by resident managers or maifntenance” personnel or used for the Project's

business offices or security personnel, to the extent such use is reasonably requlred for the
Project. A Common Area Unit is not 2 Housing Unit and is not included in the Total
Housing Units for the Project. A Common Area Unit, shall not be includible in either the
numerator or the denominator of the Unit Fraction, Floor Space Fraction, or Applicable
Fraction. At any time during the Project Compliance Period that a Common Area Unit
becomes available as a residential rental Unit, such Unit shall fall within the definition of
"Housing Unit" hereunder, and such Unit shall be treated as a Quahﬁed Low-Income
Housing Unit to the extent such treatment is necessary to maintain the Applicable Fraction
for the Building in which said Unit is located at the percentage required to maintain the
Applicable Fraction for the Building. In addition, such Unit shall be treated as a Unit
subject to the Additional Low-Income Housmg Set-Aside and any Speclal—Needs Housing
Set-Aside(s) to the extent such treatment is necessary to maintain the- de51gnated
percentage of Housing Units subject to such set-asides as set forth herein. ' -
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120 "Company Manager" means a person or entity legally designated as a manager of a

'.---"""'L1rn1ted Liability Company. A Company Manager may be a Managing Member or a
" person or entlty that is not a member of the Limited L1ab111ty Company.

.E'-_l 21 -“_Comp_any Member" means a person or entity legally admitted to a Limited
Liability. Company as a member. A Company Member may be, but is not necessarily, a
Managing Member. :

1.22  "Compliance Period" for a Building means a pertod of fifteen (15) Years beginning
with the first-Year in which such Building is Placed-In-Service or, if the Owner makes an
election under Section 42(f)(1)(B) of the Code, the succeeding Year. In the case of an
Existing Building receiving acquisition Credit, the Compliance Period for such Building
shall not begin before the Compliance Period for the rehabilitation expenditures for such
Building (which are treated- as a separate Building), pursuant to Section 42(f)(5) of the
Code.

1.23  "Continuing Default" has the meaning set forth in paragraph 10.4 of this
Agreement.

1.24 "Contributing Party”" has 3'the me‘éﬁiﬂg set forth in paragraph 4.9 of this Agreement.

1.25 "Covered Party" has the meanmg set forth in paragraph 4.12 of this Agreement.

1.26 "Credit" means the low-income housmg tax cred1t available for federal income tax
purposes under Section 42 of the Code for 2 Quahﬁed Building.

1.27  "Credit Period" for a Building means the pen.od 'of ten (10) Years beginning with
the Year in which the Building is Placed-In-Service for Credit purposes or, if the Owner
makes an election under Section 42(f)(1)(B) of the Code, the succeeding Year; but only if
the Building is a "qualified low-income building" (within the meaning of Section 42(c)(2)
of the Code) as of the close of the first Year of such period. In the case of an Existing
‘Building receiving acquisition Credit, the Credit Period shall not begin before the Credit
Period for the rehabilitation expenditures for such Building (whlch are treated as a separate
Building), pursuant to Section 42(f)(5) of the Code. o

1.28 "Credit Reservation" means, to the extent applicable, the reservation of a maximum
amount of Credit out of the Credit Ceiling to the Project which will be available for
Allocation to such Project and apportioned to each Qualified Building upon ‘meeting the
requlrements of the Tax Credit Program and Section 42 of the Code. A Credit Reservation
is generally not granted if the Project is a Qualified Tax-Exempt Bond- Flnanced PI‘O]CCt
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: 129 "Credit Reservation Contract” means, to the extent applicable, the agreement

" -éntered into between the Owner and the Commission, and amendments thereto, if any,

o wherein subject to the terms, conditions, obligations and restrictions set forth therein, the .
“Commission granted a Credit Reservation to the Project. A Credit Reservation Contract is
‘ generally not entered into if the Project is a Qualified Tax-Exempt Bond-Financed Project.

130 _.!’D_isabilities" means a physical or mental impairment which substantially limits one
or more of the major life activities of an individual such as preventing the caring of
oneself, perforrmng manual tasks, walking, seeing, hearing, speaking, breathing, or
learning. 5

1.31 "E lderlz" means persons who are Residents of an Elderly Housing Project.
1.32 "Elderly Housmg Project" means a Project that conforms with the Fair Housing

Act, as amended, and is operated in compliance with one of the following criteria (as
elected by the Owner) throughout the Project Compliance Period:

(i A Project i whidh a_ll' _Housing Units are intended for and solely occupied
by Residents who are sixty two (62) or-older;

(i) A Project in which all' Housing Units are intended and operated for
occupancy by at least one Resident who is fifty-five (55) or older, and
where at least eighty percent (80%) of the Housing Units are in fact
occupied by at least onie Resident who is fifty five (55) or older; OR

(iii) A Project which is financed, constructed and operated under the RD Section
515 program for the elderty (i.e. where each such Resident is either 62 or
older or is a person with a handicap-or d1sab111ty, regardless of age, as such
terms are defined in the RD program)

1.33 "Enforcing Party" has the meaning set forth 1n paragraph 10.2 of this Agreement.

1.34 "Extended Low-Income Housing Use Penod" for a Bulldlng means the period
beginning with the first day in the Compliance Period in' Wh1ch such Building is part of a
"qualified low-income housing project” (within the rneamng of Section 42 of the Code),
and endmg on the date thirty (30) years thereafter, unless temunated earher under the
provisions of this Agreement. o

1.35 “Farmworker means a household whose Income is derived from farmwork in an
amount not less than $3,000 per year and which, at the time of initial occupancy. of the
‘Housing Unit at the Project, has an Income at or below fifty percent (50%) of the Area
Median Gross Income. .
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I 1.36" “Farmworker Housing Set-Aside” means one hundred percent (100%) of the

" Housing Units in the Project are set aside for occupancy by Residents who are

Farmworkers
.'1 37 "Fu‘s_t Successor” has the meaning set forth in paragraph 10.4 of this Agreement.

1.38 = "Floor Space Fraction" means the fraction of a Project devoted to low-income
housing, the numerator of which is the total square footage of floor space in all Low-
Income Housing Units.in the Project, and the denominator of which is the total square
footage of floor space in-all Housing Units in the Project, whether or not occupied. Where
the context requires,.the:--Floor Space Fraction is determined Building by Building.

For Projects Wthh prov1de Housmg Units for a Special-Needs Housing Set-Aside(s),
Floor Space Fraction with respect to a Special-Needs Housing Set-Aside is the fraction of
a Project devoted to the Special-Needs Housing Set-Aside, the numerator of which is the
total square footage of floor space in all Housing Units in the Special-Needs Housing Set-
Aside in the Project, and the defiominator of which is the total square footage of floor
space in all Housing Units in the Project, whether or not occupied.

1.39 "Gross Rent" means the r:ent____r.eeeiv"ed for a Low-Income Housing Unit. The Utility
Allowance for a Housing Unit must be included in Gross Rent, but Gross Rent excludes:

) any payments under Sectlon 8 or any comparable rental assistance program;
(i) any fees for supportive services: (within the -meaning of Section
42(g)(2)(B)(iii) of the Code) paid to the Owner (on the basis of the low-
income status of the Resident of the Housing Unit) by a governmental
assistance program or an organization exemipt from federal income tax
under Section 501(c)(3) of the Code, if such program or organization
prov1des assistance for rent and the arnount of assistance provided for rent
is not separable from the amount of” asmstance prov1ded for supportwe

services; and -
(iii)  rental assistance payments to the Owner under RD Sectmn 515 of the
Housing Act of 1949. : :

Gross Rent includes de minimis amounts paid toward purchase of-a Housmg Unit as
described in Section 42(g)6) of the Code. Gross Rent also includes the amounts imposed
on Residents for Required Services even if federal or state law requires that the Services
must be offered to Residents by an Owner. The amount of maximum Gross Rent allowed
for a Low-Income Housing Unit is determined annually based upon the. Area Median
. Gross Income determined by HUD. The maximum Gross Rent for any year ‘miust- be
decreased if the Area Median Gross Income for the locality in which the Project is located
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‘decreases but such amount will not be reduced below the amount of Gross Rent established
i ...-Pi_l_i'shant to Revenue Procedure 94-57.

1 '4.0"" "HOME Funds" means financing received or provided under the HOME
{ Investment Partnershlp Act.

L. 41 ' "Housmg Unit" means a Low-Income Housing Unit and/or Market Rate Housing
Unit located in a-Building which is available for rent or rented by Residents. A Common
Area Unit is'not'a Housing Unit. "Housing Units" refers to all the Housing Units in the
Project, unless the context clearly means all the Housing Units in 2 Building.

1.42 "Imputed Piouéehold Size" means the number of people deemed living in a Housing
Unit, determined by the numbcr of bedrooms in the Housing Unit, as follows:

Type of Housing Umt u ' Imputed Household Size
Efficiency/Studio (No-Separate Bedroom) -~ 1 Person
One Bedroom _ . 1.5 Persons
Two Bedrooms T e 3 Persons
Three Bedrooms T 4.5  Persons
Four Bedrooms o 6 Persons
Five Bedrooms T 7.5  Persons
Each Additional Bedroom s Add 1.5  Persons

143 "Indemnified Party"” has the m.e'a:ning set'foﬁh.in paragraph 10.1 of this Agreement.

1.44 "IRS Form 8609" means the Internal Revenue Service form entitled "Low-Income
Housing Credit Certification” issued by the Commission with respect to a Qualified
Building no later than the end of the calendar year that such Building is Placed-In-Service.
The IRS Form 8609 establishes the maximum Credlt for the Bu1Id1ng available for use by
the Owner of the Project. :

1.45 "Land" means the Land legally described in Exhibit “A"

1.46  "Large Household " means a group of four (4) or more Tncome qualified Residents
who are not necessarily related and who live together in a Low-Income Housmg Unit
containing three (3) or more bedrooms. : '

1.47 "Large Household Unit" means a Low-Income Housing Unit co'niaiﬁiné three (3) or
more bedrooms which is occupied by four (4) or more Income qualified Resu:lents who are
not necessarily related. I
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" 71,48 "Lease Rider" means the disclosure statement required by the Commission which is
Cto- be attached by the Owner to each Resident iease and rental agreement for ail Low-
_Income. Housmg Units and all Market Rate Housing Units in the Project. The Lease Rider

_dcscnbes in general the rights of the Residents of the Project.

1.'49. "'L1m_1_te'd Liability Company” means a limited liability company validly formed
under any state. . - ~

1.50 "Low-Income -Housing Set-Aside" means the specified percentage of Housing
Units that are both Rent Restricted and occupied by Residents whose Income is at or below
the Minimum Low=-Income Housing Set-Aside [subj ect to exception for initially qualifying
Residents whose Income increases, as set forth in Sections 42(g)(2)(D), 142(d)(3) and
142(d)(4) of the Code].

1.51 "Low-Income Housing Unit" means a Housing Unit which meets the definition of a
Qualified Low-Income Housing Unit. In addition, all Housing Units in the Additional
Low-Income Housing Set- A51de are Low-Income Housing Units. Common Area Units are
not included.

1.52 "Managing Member" means a C-dinﬁany Manager who is also a Company Member.

1.53 "Minimum Low-Income Housing Set-Aside" means the minimum percent required
under Section 42(g) of the Code of Housing Units-in the Project to be both Rent-Restricted
and occupied by Residents whose Income is at or ‘below a certain percentage of Area
Median Gross Income [subject to exception for initially qualifying Residents whose
Income increases, as set forth in Sections 42(g)(2)(D) 142(d)(3) and 142(d)(4) of the
Code]. For purposes of Section 42(g) of the Code the Owner must select a Minimum
Low-Income Housing Set-Aside of either: ¢ :

(i) twenty percent (20%) or more of the Total Housing Units to be Rent-
Restricted and occupied by Residents whose Income is at or below fifty

. percent (50%) percent of the Area Median Gross Income; or
(i)  forty percent (40%) or more of the Total Housing Units to be Rent-
Restricted and occupied by Residents whose Income is at.or below sixty

percent (60%) of the Area Median Gross Income. L

All Low-Income Housing Units in the Project must meet the income___.requi-rehients of the
Mipimum Low-Income Housing Set-Aside. The Owner may, however, have made a
Commitment to provide greater percentages of Housing Units that are both' Rent-Restricted
and occupied by Residents meeting the above Income limitations and/or makmg Housmg
Units available to Residents with Income below the above limitations. - :
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S 54 "Noncompliance” means a failure to observe or perform any covenant, condition,

or term-of this Agreement or the Credit Reservation Contract, or a failure to meet the
: requlrements of Section 42 of the Code, related regulations, the Policies, or the Tax Credit
Program o

1.55 "Owner means Salem Village Limited Partnership, A Washington Limited
Partnershlp and 1ts successor(s) in interest of the Project and also includes any purchaser,
- grantee, transferee ‘owner or lessee of all or any portion of the Project, and the heirs,
executors, ad.rn1n1__strators devisees, successors and assigns of any purchaser, grantee,
transferee, owner or-lessee of all or any porti'on of the Project, and any other person or
entity having any right, title, or interest in the Project. Owner does not include an
individual who is merely a Resident of the Project. "Owner" also includes any predecessor
in interest in the Project which submitted the Application to the Commission or entered
into the Credit Reservation Contract and/or Carryover Allocation Contract in regards to the
Project.

1.56 "Placed-In-Service" means;

6 for a New Buildihg- or Existing Building used as Residential Rental
Property, the date on:which such Building is ready and available for its
specifically assigned function as evidenced by a certificate of occupancy or,

(ii)  for rehabilitation expenditures that are treated as a separate New Building,
the twenty four (24) month-period over which such rehabilitation
expenditures are aggregated.- -

1.57 "Policies” means the written interpretive -and policy statements issued by the
Commission pursuant to RCW 34.05.230(1) and relating to-the Qualified Allocation Plan,
WAC 262-01-130, and the Tax Credit Program in effect as of the date the Owner entered
into a Credit Reservation Contract for the Project of, if the Project is a Qualified Tax-
Exempt Bond-Financed Project with no.Credit Reservation Contract, the Policies in effect
as of the date the Owner submitted the Project's Tax Credit Program Application to the
Commission. The Policies must be adhered to by any part1c:1pant in the Program. The
Policies include requirements that are more stringent than those under Sectlon 42 of the
Code. S

1.58  "Prior Lien" has the meaning set forth in paragraph 4.6 of this A_g'refefnent. -

1.59  "Program" means the Commission's Tax Credit Program.

1.60 "Program Documents” has the meaning set forth in Section 1 of this Aglfeenlent, |
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ay 61 "Program Guidelines" means, for the purboses of Projects with Applications

’ submltted prior to November 20, 1997, the various written criteria, requirements and
‘policies ‘as adopted by the Commission to administer the Tax Credit Program and
f'.1rnplement the Qualified Allocation Plan in effect as of the date the Owner entered into a

Credit Reservation Contract for the Project or, if the Project is a Qualified Tax- Exempt
Bond-Financed Pro_]ect with no Credit Reservation Contract, the Program Guidelines in
effect as of the date the Owner submitted the Project’s Tax Credit Program Application to
the Commission. - The Program Guidelines include requirements that are more stringent
than those under Section 42 of the Code. For Projects with Applications submitted on or

after November 20 1997 refer to the definition of Policies above.

1.62 "Pro]ect" meatis the Land and one (1) or more Buildings, structures, or other
improvements now or hereafter constructed or located upon the Land. If more than one (1)
Building is to be part of the Project, each Building must be financed under a common plan
and identified in the manner requlred under Section 42(g) of the Code.

1.63  "Project Comphance Penod" means the period beomnmg with the year that the first
Building of the Project is Placed-In-Service and continuing thereafter until the last to end
of the following periods for each Bu11d1ng in the Project: (i) the Compliance Period; (ii) the
Extended Low-Income Housing Use Period; (iii) the Additional Low-Income Housing Use
Period; or iv) the Three-Year Period.

1.64 "Project Transfer or Assignment" meané-ahjf-_direct or indirect sale, contribution,
assignment, lease, exchange, or transfer of; or other change in,

. (i)  aninterest in the Land, the Projéct, or any Building;
(ii)  an ownership interest in the entity that is the Owner; or
(iii)  the right, title or interest of the Owner -in the Application, the Credit
Reservation Contract, the Carryover Allocation Contract, this Agreement,
or any other agreement in which the Comm1s_s1on and the Owner are parties.

By way of example, a Project Transfer or Assignment includes (but.is ﬁot__lifnited to):

) If a Limited Partnership is an Owner, any direct or indirect sale or transfer
of, or change in, the interest of a Partner (including the addltlon removai or
withdrawal of a Partner);

(i)  If a Limited Liability Company is an Owner, any direct or mdlrect sale or
transfer of, or change in, the interest of a Company Manager, Managing
Member, or Company Member (including the addition, - removal .or
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withdrawal of a Company Manager, Managing Member or Company -
e Member),

@) If a Joint Venture or General Partnershlp is an Owner, any direct or mdlrect
. ;  sale or transfer of, or change in, the interest of a party to the Joint Venture
~ .or Partner of the General Partnership (including the addition, removal or

"~ withdrawal of a party or Partner); and
'(i\’f)._ If a corporation is an Owner, any direct or indirect change in the ownership
“ ofthe corporation, including the issuance, redemption or transfer of stock or
shares

Except as specxﬁcally set forth in Section 16 of this Agreement and the Policies, all Project.
Transfers or Asmgmnents require the prior written consent of the Commission and the
payment of a Transfer Fee. The requ1rements and procedure for obtaining the
Commission’s prior; wntten consent are set forth in Section 16 of this Agreement and the
Policies.

1.65 "Purchase Request'-"’_h_as th'é:nieaning set forth in paragraph 24.1 of this Agreement.

1.66  "Qualified Building" means a-Building which meets the terms, conditions,
obligations and restrictions of the Tax Credit Program, the Credit Reservation Contract
and/or Carryover Allocation Contract this Agreement and Section 42 of the Code for an
Allocation and the issuance by the Commlsswn of IRS Form 8609.

1.67 "Qualified Contract" means a bona- ﬁde contract, determined pursuant to Section
42(h)(6)(F) of the Code, to acquire the portion of a Building which is not Rent-Restricted
for fair market value and the portion of the Building which is Rent-Restricted for an
amount not less than the Applicable Fraction for the Bulldlng of the sum of:

® the portion of outstanding indebtedness secured by, or with respect to, the
Building which is allocable to such Bu11d1ng, _

(ii)  the Adjusted Investor Equity in the Building; and

(iii)  other capital contributions invested in the Building but not reflected in the
amounts described immediately above; reduced by .~ .-

(iv) cash distributed from the Project or available for d1stnbut10n from the
Project, provided that in all cases the purchase price for the Building shall
be determined consistent with the requirements of Sectwn 42(h)(6)(F) of
the Code. ey

For purposes of this definition, "Adjusted Investor Equity,” as deﬁned m Sectlon
42(h)(6)G) of the Code, means, for any calendar year, R
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- (D) the total amount of cash taxpayers have invested in a PI'OJCCt ("Invested
S Cash") increased by
. (if)  the amount equal to the Invested Cash multiplied by the cost of living
- . adjustment for that calendar year,

as-determined under Section 1(f)(3) of the Code by substituting the calendar year with or
within which the first Year of the Credit Period ends for "calendar year 1987". An amount
shall be taken into dccount as Invested Cash only as far as there was an ob11gat1on to invest
that amount at the beginning of the Credit Period and as far as that amount is shown in the
adjusted basis of. the Pro_]ect

1.68 "Qualified. Low—Income Housing Project” means a Project of Residential Rental
Property in which forty percent (40%) or more of the Total Housing Units, based on the
lesser of the Unit Fraction or'Floor Space Fraction, are both Rent Restricted and occupied
by Residents whose Income is at or below sixty percent (60%) of the Area Median Gross
Income [subject to the exception for initially qualifying Residents whose income increases,
as set forth in Sections 42(g)(2)(D); 142(d)(3) and (4) of the Code].

1.69 "Qualified Low-Income Housing Unit" means a Housing Unit that is both Rent-

Restricted and occupied by Residents whose Income is at or below sixty percent (60%) of

the Area Median Gross Income [subject to the exception for initially qualifying Residents

whose Incomes increase, as set forth in Sectwns 42(g)(2)(D) 142(d)(3) and 142(d)(4) of
- the Code]; provided that:

1.69.1 A Housing Unit shall const1ti1te"=a Qualiﬁed Low-Income Housing Unit only
if it is suitable for occupancy taking into-account local health, safety and building
codes and it is used other than on a transient basis except in the case of Transitional
Housing, all as determined under Section 42(i)(3) of the Code);

1.69.2 A Housing Unit in any Building which has four (4) or fewer Units shall not
constitute a Qualified Low-Income Housing Unit if any Unit in the Building is
occupied by an Owner or a related person (within the meaning of Section
42(1)(3)(C) of the Code) unless such Buﬂdmg is descnbed in Sectmn 42(1)(3)(E) of
the Code; and

1.69.3 A Housing Unit shall not be considered to be a Quahﬁed Low-Incorne
Housing Unit if all Residents in the Housing Unit are students {(as defined in
Section 151(c)(4) of the Code), none of whom file a joint inconte tax return:tnless
such students are recipients of aid for dependent children benefits, enrolled i ina job
training program under the Job Training Partnership Act or similar federal, stateor
local program, or unless such students are single parents and their chlldren and

T:AMasters\Contracti1999 Regulatory Agreement Packet REGULATORY AGREEMENT (Extended Use Agr'eem'ent')_f.

August 2, 1999 version Salem Village Apartments (TC or OID # 97-44H)" .~
October 26, 1999 -~

EXHIBIT "D"

R

Kathy Hill, Skagit County Audltor o -,;
12/6/1999 Page 76 of 78  3:63: 41



" such parents and children are not dependents (as defined in Section 152 of the
" Code) of another individual.

1 ."70 _"QUaliﬁe‘d Tax-Exempt Bond-Financed Project” means a Project in which a portion
of the Eligible Basis of a Building is financed with certain tax-exempt bonds, as described
in Sectioni 42(h)(4)(A) and (B) of the Code.

1.71 "Regulatory Agreement (Extended Use Agreement)" means this Agreement and
amendments-thereto, if any, which are required to be executed by the Owner and recorded
in first lien position, which imposes terms, conditions, obligations, restrictions, covenants,
representations and-warranties which run with the Land and which are binding and a
burden upon the Land and Project and all portions thereof, and upon:

6y any successor in interest, purchaser, grantee, transferee, developer, owner or
Jessee (other than a Resident) of any portion of the Project;

(i)  any other person or entity having any right, title or interest in any portion of
the Project; and . -

(iii) the heirs, executors, administrators, legal representatives, devisees,
successors and assigns of any of the foregoing persons or entities,

and which is intended to meet the El_éfmition of a "long-term commitment to low-income
housing” as required by Section 42(h)(6) of the Code and the requirements of the Tax
Credit Program. ' ' ) s

172 "Rent-Restricted" means that the ‘Gross Rent with respect to a Low-Income
Housing Unit does not exceed thirty percent (30%).of the applicable income limitation
adjusted by the Imputed Household Size. This incorme limjtation is determined either by
(i) the Minimum Low-Income Housing Set-Aside; or (i1) the Additional Low-Income
Housing Set-Aside, as the case may be, for such Low-Income Housing Unit, subject to the
exception set forth in Section 42(g)(2)(E) of the Code (relating to certain Housing Units
for which federal rental assistance decreases as Resident Income increases).

1.73 "Restricted Ownership Interest” means a General Partner’s interest in a Limited
Partnership, a Managing Member’s interest in a Limited Liability Company.(or, if there is
no Managing Member, a Company Member’s interest in a Limited Liability Company), a
party’s interest in a Joint Venture, a Partner’s interest in a General Partnership, and stock
or shares in a Closely-Held Corporation. o e

1.74 "Resident" means an individual or group of individuals (other thananOwner)
residing in a Low-Income Housing Unit or Market Rate Housing Unit. T R
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T 175 "Rules" means the rules adopted by the Commission governing the Tax Credit

“Program as codified at Washington Administrative Code 262-01-130.

1.76 "Special-Needs Housing Set-Aside" means the specified percentage of Housing
Units that meets the definition of a Large Household Unit or which are set aside for
occupancy by Residents who meet the criteria under the Tax Credit Program for persons
with spécial-needs, as follows: the Elderly, persons with Disabilities and Transitional
Housing.

1.77 "Tax Credit Program" means the Commission's program for allocating Credit and
taking other action related to Projects for which any Owner claims or plans to claim Credit.
The Tax Credit Program- includes, without limitation, adopting the Qualified Allocation
Plan, Policies and Allocation Criteria, making Credit Reservations and Allocations,
assigning BINs, determining the amount of Credit necessary for the financial feasibility of
a Project and its viability as a“Qualified Low-Income Housing Project throughout the
Credit Period (including such determinations made on behalf of another governmental
unit), entering into Regulatory. Agreements (Extended Use Agreements) for Projects, '
monitoring Projects, and notifying the IRS of an Owner’s, a Building’s, or a Project’s
Noncompliance. L

1.78  "Three-Year Period" fora Bulldmg means:

@ the three years following the daté of acquisition of that Building by
foreclosure or forfeiture under a’ de_t_éd of trust, mortgage or real estate
contract or by deed in lieu of foreclosure; or

(i)  in those circumstances where the Owneér has properly and timely submitted
to the Commission a Purchase Request, the three-year period commencing
upon expiration of the one-year period following the Commission’s receipt
of the Purchase Request. .

Generally, the Commission has one year after receipt of & Purchase Request to present to
the Owner a Qualified Contract for the purchase of the Owner’s interest in a Building. If
the Commission fails to do so, the Regulatory Agreement and: all-of its restrictions and
limitations on the use of the Building will terminate at the end of the three-year period
following the one-year period. ' - e

1.79 "Total Housing Units" means all Housing Units in the Project; including both
Market Rate Housing Units and Low-Income Housing Units. Common’ Area Units are not
included. All percentages of Total Housing Units in the Project are based -on the lesser of
the Project’s Floor Space Fraction (square footage of the Total Housing Units) or Unit
Fraction (number of Total Housing Units) unless otherwise specifically noted. .~ e
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180 “"Transferee” means the person, organization or entity that is the transferee in
connection with a Project Transfer or Assignment.

1.81 - "“Transferor" means the person, organization or entity that is the transferor in
connection with.a Project Transfer or Assignment.

1.81  "Unit" mean$'=-a residential rental Housing Unit located in a Building and also
includes a Common Area Unit.

1.83  "Unit Fraction" mieans the fraction of a Project devoted to low-income housing, the

‘numerator of which is the number of Low-Income Housing Units in the Project, and the
denominator of which is the number of all Housing Units in the Project, whether or not
occupied. Where the context requires, the Unit Fraction is determined Building by
Building. I

For Projects which provide ‘Housing Units for a Special-Needs Housing Set-Aside(s), Unit
Fraction with respect to each Special-Needs Housing Set-Aside is the fraction of the
Project devoted to the Special-Needs Housing Set-Aside, the numerator of which is the
number of Special-Needs Housing ‘Set-Aside Housing Units in the Project, and the
denominator of which is the number-of all Housing Units in the Project, whether or not
occupied. o :

1.84 "Year" means the taxable year of the,O_{m“iér Whi;ch is the calendar year.
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