DISPOSITION AND DEVELOPMENT AGREEMENT
By and Between
CITY OF BLUE LAKE
a municipal corporation of the State of California

and

DANCO COMMUNITIES
a California corporation

| Project]

82610.00004'8385234.1




TABLE OF CONTENTS

Page

1. [100] SUBIECT OF AGREEMENT o s i s i 1
A, [§101] Purpose of This AZTEEMEILE ..cccueveiiiieeneiirieeeeieeere e es s
B.  [§102] The Site; City Property ..c..coceevereivvrvvnrnnrnns
€. [§103) Partiesto This AFTERTIENT cuvmmsmi s s i vy o i 1

Lo [8104] The City. coiiimmieiiiiationiisinsesorsermnadiant Feiieiinassesesesssesssossssssnssssnsssneass 12

2. [G105] The Developer .. ... ssiimme s s ans et 12

1. [§200] DISPOSITION OF THE SITE
[§201] Sale and Purchase....

B 202 25T (o U~ UOPOUPOO: SOOI - — S
C.  [§203] Conveyance of Title and Delivery of PoSSession ...........ccocoevivvsiviseviscceesreennn, 5
D.  [§204] Form of Deed.....cccoovveeemveiciiceee i Error! Bookmark not defined.6
E.  [§205] Condition 0f TILIE ....iccireeciiiieeee e srers s ves sttt sttt eeees e e sae e e 56
F.  [§206] Time for and Place of Delivery of Deed
G.  [§207] Payment of the Purchase Price and Recordation of Deed
H:  [§208] Title THSUTARCE ivuvimiviss B i v i b s e B0 iaa s o arnsosnnsr g pes
L. [§209] Taxes and ASSESSTNENES ..c.evviiiereviiieie e eieeeere e eeeereeeeee e ees
L. [§210] Conveyance Free of POSSESSI0N. .ciicviiiiieeiiiciee et ssee s sne 67
K. [§211] ZonmEt] the'SHE «onwman i asamnmmiis s s s 0%
L. [§212] Inspections; Condition of the Site ........ccoovivviviivi v i
M. [§213] Preliminary Work by the Developer ... 1O+
N [§214] Evidence of FIRGHRING  gevivevemsvisnrisisiraisiosesisssiiss el JOH
O==0§215] Conditions.0f ClOSIIE ..cvviisirsuisisesssaisisiionimmisomsaisnssisissereessnsrssssessmssasaes 10
P. [§216] Representations and Warranties .........veieiiiieeoeieesieseeeeeeeseeeessesenenes 1143
L. [§300] FINANCING, AFFORDABLE HOUSING COVENANT ......c.oooieverieeresrninns 1344
A B0 R AR EIE R s o i e S S e 1344
B.  [§302] Affordable Housing Covenant
C.  [§303] Subordination of City Loan..........cceevvvinenn.
V. [§400]. DEVELOPMENT OF THESITE. cumnummemmmssniimrmimssemmngs 14
A, [§401] Development of the SIte ........cccieeniiiiiiniee e s sbs bbb e 14
1. [8402] Scope of DeVEIOPIMENL ......c.ococveiiiiiiee it 14
2. [§403] Basic Concept Drawings
3. [§404] Construction Plans, Drawings and Related Documents...................... 1546
4. [§405] City Approval of Plans, Drawings and Related Documents................| 5+

§2610.00004'8385234.1
DRAFT 422,22 2:07 PM4-4-23 11:25 AM31T22 1051 AMIA622 1250 PM i




VI

5. [§406] Costiof CONSECON . wsismmmmmtiaiii i it e i 1647
6. [§407] Construction Schedule........cccoeiiiiiiiiieccee e o7
7. [§408] INSUTAICE .oeeeiieeiiiece ettt s s st st res 16+7
8. [§409] City and Other Governmental Agency PermitS......cccoovvviiceenrnnnne. 1719
9. [§410] Rights of Access........oovvvrvvrnnen.
10. [§411] Local, State and Federal Laws
11, [§412] Antidiscrimination During Construction............ccoceeeveveeverererevereeneene. 1849
B.  [§412] Taxes, Assessments, Encumbrances and Liens... cerrneneenn 849
C.  [§414] Prohibition Against Transfer of Site, the Bulldmgs or Structurcs
Thereon and Assignment of Agreement... e s DD K
D. [§415] Security Financing; Rights of Holders ., ceeennnn 1 920
1. [§416] No Encumbrances Except Mortgages Deeds ofTrust Salcs and
Leases-Back or Other Financing for Development.......ccccocoveveeveeene. 1920
2. [§417] Holder Not Obligated to Construct Improvements ... e seeeen 2 02F
3. [§418] Notice of Default to Mortgage, Deed of Trust or Ot her Secunty
Interest Holders; Right to Cure... R s A O
4. [§419] Failure of Holder to Complete Improverncnts 2122
5. [§420] Right of City to Cure Mertgage Deed of Trusl or Other Secunty
Interest Default .. 2122
E. [§421] Right of the City to Sattsfy Other Llens on the Slte After Tltle Passes ......2123
F.  [§422] Certificate of Completion .....ccvvvieiiiiiieiieecccceceecec e 2223
[6500] USEQF FHE SITE . s Bnmnnsmmsnsans s iseassasmmanin 22
Ar [8501] UNIS e vvvssiniiaiesoviossesversinserass maaosifossssonsns Error! Bookmark not defined.24
B.  [§502] Property Management; Maintenance of the Project .........occovvivviiiiiininnnn 2324
C.  [§503] Obligation to Refrain From Discrimination .........ccoeeeeeveeeeeeeeeeeeeereeeeer e, 2425
D. [§504] Form of Nondiscrimination and Nonsegregation Clauses..........c............... 2426
E.  [§505] Effect and Duration 0f COVENANLS ......ceceeeviiiiiiiiiiiee e 2527
F.  [§506] Rights of Access — Public Improvements and Facilities ............................2527
[§600] DEFAULTS, REMEDIES AND TERMINATION ....ooooiiiiiiceieiieececeeee 2527
Ay [SOOTERETAUIS ~SEONBTAL i i siiiisihoinmserias asnssnssnsnssrnssnsonsesssssenssssssssssren 2527
B.  [§6002] Legal ACHONS . .coiviieieetieietieeeeeeeeees et tee st ess st et sae e eveeesseseeseneseneneeene 2628
1 [§603] Institution of Legal ACtONS........covviiiiiiiinis et 2628
2 [§604] Applicable Law ., e R R R R B DR
3. [§605] Acceptance of Serv1ce of Process SOOI ) -
C. [§606] Rights and Remedies are Cumu]at;vel_()-}é’r
D ([§607] DETEEES cisammmmnnmmansmassss s s a6 29
E.  [§608] Specific Performance... SRR AL A A A A R s s A
F.  [§609] Remedies and Rights of Termination Pnor to Conveyancc ........................ 2729



VIL

VIIL

1. [§610] Termination by the Developer..........ccveieiiiiiiiciccrceeeceee e 2729

2. [§611] Termination by the City ......ccoeiivrreeerrrressesse e 2 T20
G.  [§612] Remedies following Conveyance - Option to Repurchase, Reenter and
P OSBEES v wavi s s sa oo a0 0 B S O e B R TR e 2830
[§700] GENERAL PROVISIONS......cooooiiitiiieiernerirerermnessninsesssssessssnsssssssssssssssesesesssssnes A93F
A.  [§701] Notices, Demands and Communications Between the Parties.................... 293}
B [§702] Conflictsiof Interest.. s 2932
C.  [§703] Nonliability of City Officials and Employees.........ccccvcvvinviiinicisninnnnn 3032
D.  [§704] Enforced Delay; Extension of Times of Performance................cccoeeveveen.. 3032
E [§705] Inspection of Books and ReCords. ...« sim e mmmmirsereimisiersssmsssmssisn o OIS
E:. [[§706].Plafis aiitl Dati: cuasmmmanmmnnmsmmns s s css s 3033
G. [§707] Attorneys' Fees 30
[§800] SPECIAL PROVISIONS ..ottt eeeaee et s 3
A.  [§801] Submission of Documents to the City for Approval ........cocoveveeivivennnenn 3133

e

B. 33
[§900] ENTIRE AGREEMENT, WAIVERS AND AMENDMENTS............................3 133
34

[§802] Amendments to this Agreement ............. e e 1|

[§1000] TIME FOR ACCEPTANCE OF AGREEMENT BY City ..cocoverrvirrnrvreniernnnn 313«



Attachments
Attachment No. | Map of the Site
Attachment No. 2 Legal Description of the Site
Attachment No. 3 Schedule of Performance
Attachment No. 4 Scope of Development
Attachment No. 5 Form of Ground Lease
Attachment No. 6 Form of Memorandum of Ground Lease
Attachment No. 7 Notice of Affordability Restrictions

Attachment No. 8 Form of Certificate of Completion



DISPOSITION AND DEVELOPMENT AGREEMENT

THIS DISPOSITION AND DEVELOPMENT AGREEMENT (“Agreement”) is entered
into as of » 20220 by and between the CITY OF BLUE LAKE, a municipal
corporation of the State of California (the "City") and DANCO COMMUNITIES, a California
corporation (the “Developer™). The City and the Developer agree as follows:

I [§100] SUBJECT OF AGREEMENT

A [§101] Purpose of This Agreement

The City of Blue Lake (the “City”) is the owner of that certain real property (the
“Site™) as more particularly described in Section 102 below. Consistent with the City’s General
Plan, the City desires to convey a leasehold interest in the Site for the purpose of creating a mixed-
use development that would include approximately 40 multifamily rental housing units, 39 of
which are- for families and/or seniors earning no more than eishty-sixty percent (6%0%) of the
Area Median Income for Humboldt County and approximately 20,000 square feet of light
industrial and/or retail space within the City’s boundaries, as more fully described in Section 402,
below.

The development of the Site pursuant to this Agreement and the fulfillment
generally of this Agreement are in the vital and best interests of the City, and the health, safety,
morals and welfare of its residents and in accord with the public purposes and provisions of
applicable federal, state and local laws and requirements.

B. [§102] The Site

The Site is shown on the "Map of the Site" (Attachment No. 1) and is more
particularly described in the "Legal Description of the Site"” (Attachment No. 2). The Site
consists of approximately three (3) acres of land, and is a portion of the parcel designated as
Assessor’s Parcel Numbers 312-161-018 and 312-161-015.

C. [§103]_Parties to This Agreement

. [§104] The City

The City is a municipal corporation of the State of California. The office
of the City is located at 111 Greenwood Road, Blue Lake, CA 95525-0458. "City," as used in
this Agreement, includes the City and any assignee of or successor to its rights, powers and
responsibilities.

2. [§105] The Developer

The Developer is DANCO COMMUNITIES, a California corporation. The
principal office of the Developer is located at 5251 Ericson Way, Arcata, California 95521.



Wherever the term "Developer” is used herein, such term shall include any permitted nominee,
assignee or successor in interest as herein provided.

The qualifications and identity of the Developer are of particular concern to
the City, and it is because of such qualifications and identity that the City has entered into this
Agreement with the Developer. No voluntary or involuntary successor in interest of the Developer
shall acquire any rights or powers under this Agreement except as expressly set forth herein. This
Agreement may be terminated by the City pursuant to Section 611 hereof if there is any significant
change (voluntary or involuntary) in the composition, management or control of the Developer
without the prior written approval of the City.

The Developer may assign or transfer its interest in or obligations under this
Agreement, without the City's prior written approval, to a limited partnership or other entity
(“Affiliate™) created and controlled by the Developer for purposes of developing, owning and
operating the Project; provided that Developer shall notify the City in writing prior to any such
assignment or transfer; and provided, further, that such assignee or transferee shall assume all of
Developer's interest in and obligations under this Agreement, pursuant to a written assignment and
assumption agreement, in such form and content as is reasonably satisfactory to the City.

Except as specifically authorized by this Agreement, the Developer shall
not assign all or any part of this Agreement without the prior written approval of the City.

II.  [§200] DISPOSITION OF THE SITE

A. [§201] Ground Lease of Property

In accordance with and subject to all the terms, covenants and conditions of this
Agreement, City agrees to ground lease to Developer, and the Developer agrees to ground lease
from City the Site pursuant to the “Ground Lease,” the form of which is attached hereto as
Attachment No. 5 and incorporated herein by this reference.

5 Conveyance of the Site pursuant to the Ground lease shall be made through Escrow.
The Developer and City shall both execute and deliver into escrow the Ground Lease in
substantially the form attached hereto, provided, however, the City agrees to cooperate with the
Developer, and the City Manager shall have the authority, to approve any reasonable modifications
to the terms of the Ground Lease that may be required by the terms of any Tax Credit Financing
or other funding sources secured by the Developer for the Project as referenced in Section 301 of
this Agreement. Developer and City shall further executed and deliver into escrow a
“Memorandum of Ground Lease” in the form attached hereto as Attachment No. 6 and
incorporated herein by this reference.

The Developer acknowledges and understands that the Site will be ground leased
to the Developer for purposes of development pursuant to this Agreement and not for speculation
in undeveloped land.



B. [§202] Escrow

The City agrees to open an escrow with —
Commonwealth Land Title Company, or any other escrow company approved by the City
and the Developer, as escrow agent (the "Escrow Agent"), in or serving Blue Lake, California,
within the time established in the Schedule of Performance (Attachment No. 3). This Agreement
constitutes the joint escrow instructions of the City and the Developer, and a duplicate original of
this Agreement shall be delivered to the Escrow Agent upon the opening of escrow. The City and
the Developer shall provide such additional escrow instructions as shall be necessary and
consistent with this Agreement. The Escrow Agent hereby is empowered to act under this
Agreement and, upon indicating its acceptance of the provisions of this Section 202 in writing,
delivered to the City and to the Developer within five (5) days after the opening of the escrow,
shall carry out its duties as Escrow Agent hereunder.

The Developer shall each execute and deposit with the Escrow Agent the Ground
Lease for the Site and the Memorandum of Ground Lease in accordance with the provisions of
Section 207 of this Agreement.

The Developer shall be responsible for payment of all escrow fees, charges and
closing costs for the conveyance of the Site to the Developer, except those costs to be paid by City
as specifically set forth below. Developer shall pay in escrow to the Escrow Agent all such fees,
charges and costs promptly after the Escrow Agent has notified the Developer of the amount of
such fees, charges and costs, but not earlier than ten (10) days prior to the scheduled date for the
close of escrow.,

The City shall pay in escrow to the Escrow Agent the following costs promptly
after the Escrow Agent has notified the City of the amount of such costs, if any, but not earlier
than ten (10) days prior to the scheduled date for the close of escrow:

L. Costs necessary to place the title to the Site in the condition for
conveyance of the leasehold interest required by the provisions of
this Agreement; and

2 Ad valorem taxes, if any, upon the Site for any time prior to
conveyance of title.

Upon delivery of the Ground Lease and Memorandum of Ground Lease to the
Escrow Agent by the City pursuant to Section 206 of this Agreement, the Escrow Agent shall
record the Memorandum of Ground Lease in accordance with the terms and provisions of this
Agreement. The Escrow Agent shall buy, affix and cancel any transfer stamps required by law
and pay any transfer tax required by law. Any insurance policies governing the Site are not to be
transferred.

The Escrow Agent is authorized to:

L. Pay and charge the City and the Developer, respectively, for any
fees, charges and costs payable under this Section 202. Before such



payments are made, the Escrow Agent shall notify the City and the
Developer of the fees, charges and costs necessary to clear title and
close the escrow;

2. Disburse funds and deliver the deed—ground lease and other
documents to the parties entitled thereto when the conditions of this
escrow have been fulfilled by the City and the Developer; and

% Record any instruments delivered through this escrow, if necessary
or proper, to vest title in the Developer in accordance with the terms
and provisions of this Agreement.

All funds received in this escrow shall be deposited by the Escrow Agent with other
escrow funds of the Escrow Agent in a general escrow account or accounts with any state or
national bank doing business in the State of California. Such funds may be transferred to any other
such general escrow account or accounts. All disbursements shall be made by check of the Escrow
Agent. All adjustments shall be made on the basis of a thirty (30) day month.

[fthis escrow is not in condition to close before the time for conveyance established
in Section 203 of this Agreement, either party who then shall have fully performed the acts to be
performed before the conveyance of title may; in writing, terminate this A greement in the manner
set forth in Section 610 or 611 hereof, as the case may be, and demand the return of its money,
papers or documents. Thereupon all obligations and liabilities of the parties under this Agreement
shall cease and terminate in the manner set forth in Section 610 or 611 hereof, as the case may be.
If neither the City nor the Developer shall have fully performed the acts to be performed before
the time for conveyance established in Section 203, no termination or demand for return shall be
recognized until ten (10) days after the Escrow Agent shall have mailed copies of such demand to
the other party or parties at the address of its or their principal place or places of business. If any
objections are raised within the ten (10} day period, the Escrow Agent is authorized to hold all
money, papers and documents with respect to the Site until instructed in writing by both the City
and the Developer or upon failure thereof by a court of competent jurisdiction. If no such demands
are made, the escrow shall be closed as soon as possible. Nothing in this Section 202 shall be
construed to impair or affect the rights or obligations of the City or the Developer to specific
performance.

Any amendment of these escrow instructions shall be in writing and signed by both
the City and the Developer. At the time of any amendment, the Escrow Agent shall agree to carry
out its duties as Escrow Agent under such amendment.

All communications from the Escrow Agent to the City or the Developer shall be
directed to the addresses and in the manner established in Section 701 of this Agreement for
notices, demands and communications between the City and the Developer.

The liability of the Escrow Agent under this Agreement is limited to performance
of the obligations imposed upon it under Sections 202 to 208, both inclusive, of this Agreement.



Neither the City nor the Developer shall be liable for any real estate commissions
or brokerage fees that may arise herefrom. The City and the Developer each represent that neither
has engaged any broker, agent or finder in connection with this transaction.

C. [§203] Conveyance of Leasehold Interest and Delivery of Possession

Provided that the Developer is not in default under this Agreement and all
conditions precedent to such conveyance have occurred, and subject to any mutually agreed upon
extensions of time, conveyance to the Developer of the leasehold interest to the Site shall be
completed on or prior to ————December 31, 202-——4. The City and the Developer
agree to perform all acts necessary to conveyance of title in sufficient time for title to be conveyed
in accordance with the foregoing provisions. The date set forth in this Section 203 for conveyance
of title of the Site to the Developer may be extended by mutual agreement of the parties, to the
extent the parties agree that any such extension is reasonable and necessary for the parties to
complete all actions necessary to effectuate such conveyance in accordance with the other terms
and conditions set forth in this Agreement. The City Manager shall have the authority to authorize
any such extension on behalf of the City.

Possession shall be delivered to the Developer concurrently with the conveyance
of the leasehold interest, except that limited access may be permitted before conveyance of title as
permitted in Section 213 of'this Agreement. The Developer shall accept the leasehold interest and
possession on or before said date.

D.  [§205] Condition of Title

Within the times set forth in the Schedule of Performance (Attachment No. 3), the
City shall submit a Preliminary Title Report for the Site to the Developer for approval. Developer
shall approve or disapprove the Preliminary Title Report within fitteen-thirty ($530) days from the
time of receipt. Failure by the Developer to either approve or disapprove the conditions of title
within such time shall be deemed an approval. If the condition of title is not acceptable to
Developer, the City shall have thirty (30) days to eliminate exceptions to title or covenant to do so
as a condition to the Close of Escrow, If City is unable to eliminate exceptions to title, Developer
may either terminate this Agreement pursuant to Section 510, or accept the conditions of title,

The City shall convey to the Developer a leasehold interest to the Site free and clear
of all recorded liens, encumbrances, assessments, leases and taxes except as are consistent with
this Agreement and as approved by the Developer pursuant to this Section 205.

E. [§206] Time for and Place of Delivery of Grant Deed-Note Deed-of Trustand
Aftordable Houstne—CovenantGround Lease. Memorandum ol Ground Lease

Subject to any mutually agreed upon extensions of time, the City and the Developer
shall both deposit the executed Ground Lease and Memorandum of Ground Lease, (provided for
under Section 201) and additional instructions relating to the Site with the Escrow Agent on or
before the date established for the conveyance of the Site in the Schedule of Performance
(Attachment No. 3).

wn



F. [§207] Recordation of Memorandum of Ground Lease

Upon the close of escrow, the Escrow Agent shall file the Memorandum of Ground
Lease for recordation among the land records in the Office of the County Recorder of Humboldt
County, and shall deliver to the Developer the title insurance policy insuring leasehold title and
the priority of liens in conformity with Section 208 of this Agreement,

G. [§208] Title Insurance

Concurrently with recordation of the grant deed,
Commonwealth Land Title Company, or some other title insurance company satisfactory
to the Developer having equal or greater financial responsibility ("Title Company"), shall provide
and deliver to the Developer aa-an ALTA leasehold owner’s title insurance policy issued by the
Title Company insuring that leasehold title to the Site is vested in the Developer in the condition
required by Section 205 of this Agreement.

The Developer shall pay for all premiums for title insurance coverage or special
endorsements,

Concurrently with the recording of the Memorandum of Ground Lease against the
Site, the Title Company shall, if requested by the Developer, provide the Developer with an
endorsement to insure the amount of the Developer's estimated development costs of the
improvements to be constructed upon the Site. The Developer shall pay the entire premium for
any such increase in coverage requested by it.

H. [§209] Taxes and Assessments

Ad valorem taxes and assessments, if any, on the Site, and taxes upon this
Agreement or any rights hereunder, levied, assessed or imposed for any period commencing prior
to conveyance of leasehold title shall be borne by the City. All such ad valorem taxes and
assessments, including but not limited to possessory interest taxes, levied or imposed for any
period commencing after closing of the escrow shall be paid by the Developer.

L. [§210] Conveyance Free of Possession

Except as otherwise provided in the Scope of Development (Attachment No. 4), the
leasehold interest to the Site shall be conveyed free of any possession or right of possession by any
person except that of the Developer and the easements of record.

T [§211] Zoning of the Site

The Site is currently designated by the General Plan as Mixed Use, and is zoned as
Opportunity Zone, which is primarily intended for commercial and manufacturing uses with
residential dwellings located above or behind the primary commercial or manufacturing uses to
promote a live-work type environment. Developer, at its sole cost and expense, shall use its best
efforts to obtain, prior to the time of conveyance and through the City’s normal approval process,
approval of entitlements necessary to permit the development and construction of the Project in



accordance with the provisions of this Agreement and the use, operation and maintenance of such
improvements on the Site. It Developer is unable to obtain such entitlements or the conditions to
such entitlements make the proposed Project infeasible, then the Developer shall have the option
to terminate this Agreement pursuant to the provisions of Section 610,

K. [§212] Inspections; Condition of the Site

1. Inspections. Within the time established in the Schedule of
Performance (Attachment No. 3), the Developer shall conduct its
own investigation of the Site (or portion thereof being conveyed),
its physical condition, the soils and toxic conditions of the Site and
all other matters which in the Developer's judgment affect or
influence the Developer's proposed use of the Site and the
Developer's willingness to develop the Site pursuant to this
Agreement. The Developer's investigation may include, without
limitation, the preparation by a duly licensed soils engineer of a soils
report and environmental teport for the Site. Within the time set
forth in the Schedule of Performance (Attachment No.3), the
Developer shall provide written notice to the City of the Developer's
determinations concerning the suitability of the physical condition
of the Site. If, in the Developer's reasonable judgment, the physical
condition of the Site is unsuitable for the use or uses to which the
Site will be put, then the Developer shall have the option either: to
(a) take any action necessary to place the Site in a condition suitable
for development, at no cost to the City; or (b) terminate this
Agreement pursuant to the provisions of Section 610. If the
Developer has not notified the City of its determinations concerning
the suitability of the physical condition of the Site within the time
set forth in the Schedule of Performance (Attachment No. 3), the
Developer shall be deemed to have waived its right to terminate this
Agreement pursuant to this Section.

2. "As Is." The City shall deliver to the Developer all information of
which it has actual knowledge concerning the physical condition of
the Site, including, without limitation, information about any
Hazardous Materials, as defined below. The Developer
acknowledges and agrees that any portion of the Site that it acquires
from the City pursuant to this Agreement shall be purchased "as is,"
in its current physical condition, with no warranties, express or
implied, as to the physical condition thereof, the presence or absence
of any latent or patent condition thereon or therein, including,
without limitation, any Hazardous Materials thereon or therein, and
any other matters affecting the Site,

3. Indemnity. The Developer agrees, from and after the date of
exccution of the Ground Lease conveying leasehold title to the Site



from the City to the Developer under this Agreement, to defend,
indemnify, protect and hold harmless the City and its officers,
beneficiaries, employees, agents, attorneys, representatives, legal
successors and assigns ("Indemnities") from, regarding and against
any and all liabilities, obligations, orders, decrees, judgments, liens,
demands, actions, Environmental Response Actions (as defined
herein), claims, losses, damages, fines, penalties, expenses,
Environmental Response Costs (as defined herein) or costs of any
kind or nature whatsoever, together with fees (including, without
limitation, reasonable attorneys' fees and experts' and consultants'
fees), ("Damages") whenever arising, and-whetherornoteaused-it
whele-srparthy-the-City, resulting from or in connection with the
actual or claimed generation, storage, handling, transportation, use,
presence, placement, migration and/or release of Hazardous
Materials (as defined herein), at, on, in, beneath or from the Site
(sometimes herein collectively referred to as "Contamination"),
except if such Damages result from the willful misconduct, gross
negligence. fraud, misrepresentation or failure to disclose by the
Indemnities. The Developer's defense, indemnification, protection
and hold harmless obligations herein shall include, without
limitation, the duty to respond to any governmental inquiry,
investigation, claim or demand regarding the Contamination, at the
Developer's sole cost.

Release and Waiver. The Developer hereby releases and waives all
rights, causes of action and claims the Developer has or may have
in the future against the Indemnities arising out of or in connection
with any Hazardous Materials (as defined herein), at, on, in, beneath
or from the Site, except if such cause of action arises from the fraud
or misrepresentation or failure to disclose by the City. In
furtherance of the intentions set forth herein, the Developer
acknowledges that it is familiar with Section 1542 of the Civil Code
of the State of California which provides as follows:

"A general release does not extend to claims which
the creditor does not know or suspect to exist in his
favor at the time of executing the release, which if
known by him must have materially affected his
settlement with the debtor."”

The Developer hereby waives and relinquishes any right or benefit
which it has or may have under Section 1542 of the Civil Code of
the State of California or any similar provision of the statutory or
nonstatutory law of any other applicable jurisdiction to the full
extent that it may lawfully waive all such rights and benefits
pertaining to the subject matter of this Section 212.



Definitions.

a. As used in this Agreement, the term "Environmental
Response Actions" means any and all activities, data
compilations, preparation of studies or reports, interaction
with environmental regulatory agencies, obligations and
undertakings associated with environmental investigations,
removal activities, remediation activities or responses to
inquiries and notice letters, as may be sought, initiated or
required in connection with any local, state or federal
governmental or private party claims, including any claims
by the Developer.

b. As used in this Agreement, the term "Environmental
Response Costs" means any and all costs associated with
Environmental Response Actions including, without
limitation, any and all fines, penalties and damages.

& As used in this Agreement, the term "Hazardous
Materials" means any substance, material or waste that is
(1) defined as a "hazardous waste," "hazardous material,"
"hazardous substance," "extremely hazardous waste,” or
"restricted hazardous waste" under any provision of
California law; (2) petroleum; (3) asbestos; (4) poly-
chlorinated biphenyls; (5) radioactive materials;
(6) designated as a "hazardous substance" pursuant to
Section 311 of the Clean Water Act, 33 U.S.C. Section 1251
et seq, (33 U.S.C. Section 1321) or listed pursuant to
Section 307 of the Clean Water Act (33 U.S.C.
Section 1317); (7) defined as a "hazardous substance"
pursuant to the Resource Conservation and Recovery Act,
42 U.S.C. Section 6901 et seq. (42 U.S.C. Section 6903) or
its implementing regulations; (8) defined as a "hazardous
substance" pursuant to Section 101 of the Comprehensive
Environmental Response, Compensation, and Liability Act,
42 U.S.C. Section 9601 ef seq. (42 U.S.C. Section 9601); or
(9) determined by California, federal or local governmental
authority to be capable of posing a risk of injury to health,
safety or property.

Materiality. The Developer acknowledges and agrees that the
defense, indemnitication, protection and hold harmless obligations
of the Developer for the benefit of the City set forth in this
Agreement are a material element of the consideration to the City
for the performance of its obligations under this Agreement, and that



the City would not have entered this Agreement unless the
Developer's obligations were as provided for herein.

L. [§213] Preliminary Work by the Developer

Prior to the conveyance of leasehold title from the City, representatives of the
Developer shall have the right of access to the Site at all reasonable times for the purpose of
obtaining data and making surveys and tests necessary to carry out this Agreement. The Developer
shall hold the City harmless from any injury or damages arising out of any activity pursuant to this
section. The Developer shall have access to all data and information on the Site available to the
City, but without warranty or representation by the City as to the completeness, correctness or
validity of such data and information.

Any preliminary work undertaken on the Site by the Developer prior to conveyance
of title thereto shall be done only after written consent of the City and at the sole expense of the
Developer. The Developer shall save and protect the City against any claims resulting from such
preliminary work, access or use of the Site. Copies of data, surveys and tests obtained or made by
the Developer on the Site shall be filed with the City. Any preliminary work by the Developer
shall be undertaken only after securing any necessary permits from the appropriate governmental
agencies.

M. [§214] Evidence of Financing

As set forth in Section 301, below, the Developer intends to apply for and secure
tax credit financing and other commitments for financing for development of the Site. No later
than the time specified in the Schedule of Performance (Attachment No. 3), the Developer shall
submit to the City evidence satisfactory to the City that the Developer has any required equity
capital and conditional commitments for construction financing necessary for development of the
Site, subject to such conditions as are normally and reasonably imposed in connection with such
financing commitments.

N.  [§215] Conditions of Closing

The close of escrow (the "Close of Escrow") is conditioned upon the satisfaction
of the following terms and conditions within the times designated below:

1. City Conditions to Close of Escrow. City's obligation to proceed with the
Close of Escrow and convey the leasehold interest in the Site is subject to the fulfillment or waiver
by City of each and all of the conditions precedent a. through f., inclusive, described below
("City's Conditions Precedent"), which are solely for the benefit of City, and which shall be
fulfilled or waived by the time period provided herein:

a. No Default. Before the Close of Escrow, Developer shall not be in default of any of its
obligations under the terms of this Agreement and all representations and warranties of Developer
contained herein shall be true and correct in all material respects.



b. Execution of Documents. The Developer shall have executed the Ground Lease,
Memorandum of Ground Lease and any other documents required hereunder and delivered into
Escrow.

c. Payment of Funds. Before the Close of Escrow, Developer shall have paid all required
costs into Escrow in accordance with Section 202, hereof.

d. Land Use Approvals. The Developer shall have received approval of all permits that may
be required by the City or any governmental agency pursuant to Section 409, hereof.

E. Insurance, The Developer shall have provided proof of insurance as required by
Section 408, hereof.

£ Financing. As set forth in Section 301, hereof, Developer shall have obtained the necessary
Tax Credit Financing and any other financing required for the Project.

2. Developer's Conditions to Close of Escrow. Developer's obligation to
proceed with the sequisition-lcasc of the Site is subject to the fulfillment or waiver by Developer
of each and all of the conditions precedent a. through g., inclusive, described below ("Developer's
Conditions Precedent"), which are solely for the benefit of Developer, and which shall be fulfilled
or waived by the time periods provided for herein:

a. No Default. Before the Close of Escrow, City shall not be in default of any of its
obligations under the terms of this Agreement and all representations and warranties of the City
contained herein shall be true and correct in all material respects.

b. Execution of Documents. The City shall have executed the grant deed and any other
documents required hereunder, and delivered such documents in Escrow.

c. Review and Approval of Title. Developer shall have reviewed and approved the condition
of title of the Site, as provided in Section 203, hereof.

d. Review and Approval of Soeils Conditions of Site. Developer shall have reviewed and
approved the soils condition of the Site.

e. Title Policy. The Title Company shall, upon payment of the Title Company's regularly
scheduled premium, have agreed to provide to the Developer the title policy for the Site upon the
Close of Escrow, in accordance with Section 208, hereof.

f. Land Use Approvals. The Developer shall have received approval of all permits that may
be required by the City or any governmental agency pursuant to Section 409, hereof.

g Financing. The Developer shall have obtained the Tax Credit Financing and other
financing necessary for the Project, as set forth in Section 301, hereof.

0. [§216] Representations and Warranties

1. City Representations. City represents and warrants to Developer as follows:




a. Authority. City is a municipal corporation of the State of California. City has full right,
power and lawful authority to grant, sell and convey the leasehold interest in the Site as provided
herein, and the execution, performance and delivery of this Agreement by City has been fully
authorized by all requisite actions on the part of the City.

b. No Conflict. To the best of City's knowledge, City's execution, delivery and performance
of its obligations under this Agreement will not constitute a default or breach under any contract,
agreement or order to which City is a party or by which it is bound.

c. Litigation. There are no claims, causes of action or other litigation or proceedings pending
or, to the best knowledge of the City, threatened with respect to the ownership, operation or
environmental condition of the Site or any part thereof (including disputes with mortgagees,
governmental authorities, utility companies, contractors, adjoining landowners or suppliers of
goods and services).

2. Developer's Representations. The Developer represents and warrants to
City as follows:

a. Authority. Developer is a duly organized California corporation authorized to do business
within the State of California. The copies of the documents evidencing the organization of the
Developer which have been delivered to the City are true and complete copies of the originals, as
amended to the date of this Agreement. The Developer has full right, power and lawful authority
to purchase-ane-accept the conveyance of the Site and undertake and satisfy all obligations as
provided herein and the execution, performance, and delivery of this Agreement by Developer has
been fully authorized by all requisite actions on the part of the Developer.

b. No Conflict, To the best of Developer's knowledge, Developer's execution, delivery and
performance of its obligations under this Agreement will not constitute a default or breach under
any contract, agreement or order to which the Developer is a party or by which it is bound.

c. No Developer Bankruptey. The Developer is not the subject of a bankruptey proceeding.
d. Litigation. There are no claims, causes of action or other litigation or proceedings pending

or threatened against the Developer, or any affiliate thereof, that would affect Developer's ability
to undertake and satisfy all of its obligations pursuant to in this Agreement.

Until the Close of Escrow, the Developer shall, upon learning of any fact or
condition which would cause any of the warranties and representations in this Section not to be
true as of the Close of Escrow, immediately give written notice of such fact or condition to the
City. Such exception(s) to a representation shall not be deemed a breach of this Agreement by the
Developer, but shall constitute an exception which City shall have a right to approve or disapprove.
If the City elects to close escrow following disclosure of such information, Developer's
representations and warranties shall be deemed to have been made as of the Close of Escrow,
subject to the exception(s). If, following the disclosure of such information, the City elects to not
close escrow, then this Agreement and the escrow shall automatically terminate, and neither party
shall have any further rights, obligations or liabilities pursuant hereunder. The representations and
warranties set forth in this Section shall survive the Close of Escrow,



III.  [§300] FINANCING; AFFORDABLE HOUSING COVENANT

A. [§301] Financing

The Developer intends to apply for an allocation of 9% or 4% low-income housing
tax credits (the "Tax Credit Financing") to the California Tax Credit Allocation Committee
(“CTCAC™) as well as {list potential funding-somrees]subsidy financing from the California
Department of Housing and Community Development to cover the costs of development of the
Project.

The Developer shall complete or cause to be completed all actions necessary to
secure all approvals and commitments necessary to effectuate the Tax Credit Financing, and all
other alternative funding, as the case may be, including construction and/or permanent financing,
in an amount satisfactory to complete the development of the Site.

Development of the Project is contingent upon Developer receiving the Tax Credit
Financing. Developer intends to submit an application for the Tax Credit Financing to CTCAC in
the————apphicationround-of-202—-2. In the event that Developer does not receive an
allocation for the Tax Credit Financing in the——appHeation reund-oF 202 its first attempt,
Developer shall submit applications for the Tax Credit Financing in up to two subsequent 9% tax
credit application rounds. In the event that the Developer does not receive an allocation of Tax
Credit Financing for the Project after three consecutive applications, this Agreement shall
terminate and neither the City nor the Developer shall have any obligation or liability to the other.

B. [§302] Affordable Housing Covenant

As mare particularly provided in the Ground Lease, for a period beginning on
——— 202 —and-ending onthe-earher-otf-(a)rtheiy—fith-(55th) anniversary-oftthe date
on which a Metiee-Certificate of Completion of Completion (as defined mﬁv@m&%«:ﬂwhuun)
records in the Official Records of Humboldt County for the Project er—h)
207—and-ending at the end of the Term of the Ground Lease as provided therein, the dwellmg
units in the Project shall be rented to families whose incomes do not exceed the incomes required
by the Tax Credit Financing. Without limiting the generality of the foregoing, the Parties
acknowledge that the dwelling units in the Project (except for the manager’s unit) shall be rented
to families whose incomes do not exceed sixty percent (60%) of area median income. At the Close
of Escrow the City and Developer shall additionally record in the Official Records of Humboldt
County a Notice of Affordability Restrictions on Transfer of Property (“Notice of Affordability™)
to the City in the forms substantially as set forth in Attachment No. 6, attached hereto and
incorporated herein by reference.




IV.  [§400] DEVELOPMENT OF THE SITE

A. [§401] Development of the Site

l. [§402] Scope of Development

The Site will be improved with a mixed--use project (the "Project") that will have
the following primary components:

a. Light industrial/retail space: Approximately 20,000 square feet of ground
floor light industrial/retail space for land use types such as light
manufacturing and processing, distribution and associated warehousing,
commercial services, and professional offices and services.

b. Affordable housing: 40 residential units ranging from __ to __ square
feet on upper floors above the light industrial/retail space, to be rented at
affordable rents to low income seniors and/or families; and
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Developer shall diligently pursue the development of the Project in
accordance with the “Scope of Development,” attached here to as Attachment No. 4 and
incorporated herein by reference and the "Schedule of Performance" attached hereto as Attachment
No. 3 and incorporated herein by reference. Developer's failure to comply with any of the terms
set forth in the Scope of Development (Attachment No. 4) or the Schedule of Performance
(Attachment No. 3), following notice to Developer and expiration of any applicable cure period
provided for hereunder, shall be a default hereunder.

2. [§403] Basic Concept Drawings

Within the time set forth in the Schedule of Performance (Attachment
No. 3), the Developer shall prepare and submit to the City, for review and written approval, Basic
Concept Drawings and related documents containing the overall plan for development of the Site.
The Basic Concept Drawings shall conform to this Agreement, including the Scope of
Development (Attachment No. 4) and any presentation materials or site plans approved by the City
prior to or at the time of execution of this Agreement. The City shall approve or disapprove the
Basic Concept Drawings within the time established in the Schedule of Performance. Failure by
the City to either approve or disapprove within such time shall be deemed an approval. Any
disapproval shall state in writing the reasons for disapproval.



The Site shall be developed as generally established in the Basic Concept
Drawings and related documents, except as changes may be mutually agreed upon between the
Developer and the City. Any such changes shall be within the limitations of the Scope of
Development (Attachment No. 4).

3. [§404] Construction  Plans, Drawings and Related
Documents

The Developer shall prepare and submit construction plans, drawings and
related documents to the City for architectural and site planning review and written approval as
and at the times established in the Schedule of Performance (Attachment No. 3). The construction
plans, drawings and related documents shall be submitted in two stages: preliminary and final
working drawings. Final drawings and plans are hereby defined as those in sufficient detail to
obtain a building permit for the improvements to be constructed on the Site.

The Developer shall also prepare and submit to the City, for its approval,
preliminary and final landscaping and finish grading plans for the Site. Such preliminary and final
plans shall be prepared and submitted within the times established in the Schedule of Performance
(Attachment No. 3), subject to extensions as are authorized herein or as mutually agreed to by the
parties hereto.

During the preparation of all drawings and plans, City staff and the
Developer shall hold regular progress meetings to coordinate the preparation of, submission to and
review of construction plans and related documents by the City, The City and the Developer shall
communicate and consult informally, as frequently as is necessary, to insure that the formal
submittal of any documents to the City can receive prompt and speedy consideration,

If any revisions or corrections of plans approved by the City shall be
required by any government official, agency, department or bureau having jurisdiction, or any
lending institution involved in financing, the Developer and the City shall cooperate in efforts to
obtain a waiver of such requirements or to develop a mutually acceptable alternative.

4. [§405] City Approval of Plans, Drawings and Related
Documents

The City shall approve or disapprove the plans, drawings and related
documents referred to in Section 404 of this Agreement within the times established in the
Schedule of Performance (Attachment No. 3). Any disapproval shall state in writing the reasons
for disapproval and the changes that the City requests be made. Such reasons and such changes
must be consistent with the Scope of Development (Attachment No. 4) and any items previously
approved hereunder by the City. The Developer, upon receipt of a disapproval based upon powers
reserved by the City hereunder, shall revise such plans, drawings and related documents and
resubmit them to the City as soon as possible after receipt of the notice of disapproval, provided
that in no case shall the City be entitled to require changes inconsistent with the Scope of
Development and any previously approved items.



If the Developer desires to make any substantial change in the construction
plans after their approval by the City, the Developer shall submit the proposed change to the City
for its approval. If the construction plans, as modified by the proposed change, conform to the
requirements of Section 404 of this Agreement, the approvals previously granted by the City under
this Section 405 and the Scope of Development (Attachment No. 4), the City shall approve the
proposed change and notify the Developer in writing within thirty (30) days after submission to
the City. Such change in the construction plans shall, in any event, be deemed approved by the
City unless rejected, in whole or in part, by written notice thereof by the City to the Developer
setting forth in detail the reasons therefor, and such rejection shall be made within said thirty (30)
day period.

5. [§406] Cost of Construction

All costs of developing the Site and constructing all improvements thereon
shall be borne by the Developer. The City and the Developer shall each pay the costs necessary
to administer and carry out their respective responsibilities and obligations under this Agreement.

0. [§407] Construction Schedule

After the conveyance of title to the Site, the Developer shall promptly begin
and thereafter diligently prosecute to completion the construction of the improvements and the
development of the Site. The Developer shall begin and complete all construction and
development within the times specified in the Schedule of Performance (Attachment No. 3) or
such reasonable extension of said dates as may be granted by the City or as provided in Section 704
of this Agreement. The Schedule of Performance is subject to revision from time to time as
mutually agreed upon in writing between the Developer and the City.

During the period of construction, but not more frequently than once a
month, the Developer shall submit to the City a written progress report of the construction when
and as requested by the City. The report shall be in such form and detail as may reasonably be
required by the City and shall include a reasonable number of construction photographs taken since
the last report submitted by the Developer.

7. [§408] Insurance

a. Workers' Compensation. During the term of this Agreement, Developer shall fully comply
with the terms of the laws of the State of California concemning workers' compensation. Said
compliance shall include, but not be limited to, maintaining in full force and effect one or more
policies of insurance insuring against any liability Developer may have for Developer's workers'
compensation. Said policy shall also include employer's liability coverage no less than $1,000,000
per accident for bodily injury or disease.

b. General Liability Insurance. Developer shall obtain at its sole cost and keep in full force
and effect during the term of this Agreement commercial general liability insurance in the amount
of $1,000,000 per occurrence and $3,000,000 aggregate for bodily injury, personal injury, and
property damage. Said insurance shall provide (1) that the City, and its officers, agents, employees
and volunteers, shall be named as additional insureds under the policy, and (2} that the policy shall







